STATE LEASE MF100201

LeaseDate Acres Status CONTROL BASEFILE

Aug 19 1998 72.19 ACTIVE 07-104162 103579 - REEVES
Aug 19 1998 72.19 ACTIVE

Aug 19 1998 6.56 ACTIVE SURVEY : PUBLIC SCHOOL LAND
Aug 19 1998 157.50 ACTIVE BLOCK : 56
TOWNSHIP s 00
SECTION/TRACT: 44
PART ]
ACRES 3 315.00
DEPTH LIMITS : NO

Rentals: W- LESSEE : JOHNSON, CLAY
LEASE DATE : Aug 19 1998

Lease M PRIMARY TERM : 5 yrs

Admin: 2 BONUS (%) : 0.00

RENTAL ($) : 0.00
Mineral

ROYALTY : 0.18750000
Maps: VAR ROYALTY
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D General Land Office

Relinquishmnot Act Lease Form
Revised, September 1997

OIL AND GAS LEASE

THIS AGREEMENT is made and entered into this L9 day of AUGUSL 1998 berween the Stats of Texas, acting by and through |
asen__KPH Rewocable Trust; MSW Revocable Trust; and MLH Revocable Trust

of
250 Bailey AVE., guite 302, Fort Worth, Texas 76107 said agent
(Cive Permanernt Address) #
herein referred to as the owner of the soil (whether one or more), and Clay Johnson
203 W.- Wall Suite 800 of
Midland, Texas 79701
(Give Permanent Address)
hereinafler called Lesses,

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

The N/315 acres of the S/560 acres of Section 44, Block 56,
Public School Land Survey.

containing 3i5 acres, more or less. The bonus consideration paid for this lease s a3 ollows:
Tothe State of Texas:___One Thousand Eight Hundred Four and 70/100--———————————
Ceilars (S 1,804.70 5
LN To the owner of the soil: One Thousand Eight Hundred Four and 70/100---————————-
*eee Dollars (S, 1,804.70 ) .
seee
® e e Total bonus comsideration: Three Thousand Six Hundred Nine and 40/100-=-———————-
. Dollzrs (S 3.609.40 )
Tﬂazp&a.lhnus consideration paid represeats a benus of, Fifty and No/100-——————————cceeoee o
. Deilars (S 50.00 ) perace,on /2 . 1 86hetactes.
..l..: M P
3 Z TERM. Subject to the other provisions in this lease, this lease shall be for a term of Five (5) years from this dats

(he.'cﬁ'n called "primary term”) and as long therearter as oil and gas, or either of them, is produced in paying quantities fom said land.
Aswsed mo%his lease, the term "producsd in paying quantities® means that the receipts fom the sale or other autherized commercial use of the substancs(s) covered
exced out of pocket operational expenses for the six months last past.

e s
l:. >

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

Anniversary Datz Delav Rental per Acre
First S 100
Second S 1.00
Third $16.67
Fourth $16.67

FTrue ard Cerrast
copy of
Qriginal filed in
Reeves County
Clerks Office




) 4._ PRODUCTION ROYALTIES. Upon production of vil and/or gas, Lessee agz'r'cs 1o pay or cause to be paid one-half (1/2) of the royalty
provided for in this Icase 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 s defined as including all hydrocarbens produced in a liquid form at the mouth of the well and alsg a5 all

condensate, distijlate, and other liquid hydrccarbons recoversd from oil or gas run through a separater or cther equipment, as hereinafter provided, shall be .
3/16 = part of ths gross production or the market value thereof, at the opticn of the owner of the soil or the Commissioner of the

General Land Cffice, such value to be determined by 1) the highest pested price, plus premium, if any, offered or paid for oil, condensatz, distillate, or other liquid
hydrocarbons, respectively, of a like type and gravity in the general arca where produced and when run, or 2) the highest markst price thereof offered or paid in the
general area whers prediged and when run, or 3) the gross proceeds of the sale thereof, whichever is the greater. Lessce agress that before any gas produced from the
leased premises is sold, used or procezsed in a piant, it will be run free of cost to the royalty owners through an adequate oil and gas scparator of conventional type, or
cther equipment at least as efficient, so that all liquid hydrocarbons recoverable from the gas by such means will be recoversd. The requircment that such gas be run
through a separator or other cquipment may be waived in writing by the royalty owners upon such terms and conditions as they prescribe.

(B) NON PROCESSED GAS. Royalty on any gas (including flared gas), which is defined as all hydrocarbons and gaseous substances not defined
as oil in subparagraph (A) above, preduced from any well on said land (except as provided herein with respect to gas processed in a plant for the extraction of
gascline, liquid hydrocarbons or other products) shall be /16 part of the gross production or the market value thereof, at the option of the
owner of the soil or the Commissicner of the General Land Offics, such value to be based on the highest market price paid or offered for 3as of comparable quality in
the general area where produced and when run, or the gross price paid or offered to the producsr, whichever is the greater; provided that the maximum pressure base
in measuring the gas under this lease shall not at any time exceed 14.65 pounds per square inch absolute, and the standard bass temperature shall be sixty (§0)
de grees Fahrenheit, correction to be made for pressure according to Boyle's Law, and for specific gravity according to tests made by the Balancs Method or by the

most approved method of testing being used by the industry at the time of testing.

© PROCESSED GAS. Royalty on any gas processed in a gascline plant or other plant for the recovery of gasoline or other liquid hydrocarbons
shall be 3/16 part of the residuz gas and the liquid hydrocarbons extrzcted or the markst value therzof] at the option of the
owner of the soil or the Comr issicner of the General Land Offics. All royalties due hercin shall be based on o1.¢ hundred percent (106%) of the total piant
production of residue gas attributable to zas preducsed Sowa this lease, and on filty percent (50%), or that percent accruing to Lesses, whichever is the greater, of the
total plant production of liquid hydrocarbens antributabie to the gas producsd from this lease; provided that if liquid hydrocarbons are recovered from gas procassed
in 3 plant in which Lesses (or its parznt, subsidizry or 2iliats) owns an interest, then the percentage applicable to liquid hydrocarbons shall be fifty percent (50%) or
the highest percent accruing to a third party procsssing gas through such plant under a proesssing agre=meat negotiazed at arm's length (or if there is ap such third
party, the highest percent then being specified in processing azrzcmeats or contracts in the industry), whichever is the greater. The respective royalties on residue gas
and on liquid hydsocarbens shall be decimmined by 1) the highest markst price paid or offered for any gas (or liquid hydrocartens) of comparable quality in the
general area, or 2) the gross price paid or offered for such residue gas (or the weighted averags gross selling prics for the respective grades of liquid hydrocarbons),
whichever is the greater. In no event, however, shall the royalties payabie under this paragraph be less than the royalties which {vould have besn due had thé¥gas not

been processed.

(D) OTHER PRODUCTS. Royalty on carbon black, sulphu: 2r any other products produced or manufactursd from gas (excepting ligid hydrocarbons)
wiee, M gaid gas be "casinghead,” *dry,” or any other gas, by fracticns;. . burning or any other precsssing shall be R/16 p{h of the
gross$foduction of such products, or the markst value thereof, at the op+ 22 of the owner of the soil or the Commissicner of the General Land Office, such markst
valees be determined as follows: 1) on the basis of the highest market price of sach product for the same menth in which such product is proddeced, or 2) on the

1.

b2simof he average gross sale price of cach product for the same month in which such products are produced; whichever is the greater.
1

. 3

esee 5. MINIMUM ROYALTY. During any year afier the expiration of the primary term of this lease, if this lease is maintained by production, the révalties

patqd ygder this lease in no event shall be less than an amount equal to the total annual delay rental herein provided; otherwise, thers shaif be duefand payable on or
before theglast day of the month succseding the anniversary date of this lease a sum equal to the total 2nnual rental less the amount of royalties paid during the

pro:%!lhﬁ}rcar. £ Parsgrsph-3-ofthisteascdeernotspecifradoiny rentatameuntthen for the purposes of this paragraph, the delay rental amount shall be one

dolla:.(S!.OO) per acis.

eesesS ROYALTY IN KIND. Notwithstanding any other provisicn in this lease, at any time or fom time to time, the owner of the scil or the Commissioner
of the Gengral Land Offics may, at the option of cither, upon not less than sixty (60) days notics 1o the holder of the lease, require that the payment of any royalties
accgingwesuch royalty owner under this lease be made in kind. The owner of the soil's or the Comsmissicner of the General Land Office's right to take its royalty in
xind $hall not diminish or negate the owner of the soil's or the Commissioner of the General Land Offics's rights or Lesses's otiigations, whether express or implied.

under this lease, -

7. NO DEDUCTIONS. Lesses agrees that all royalties accruing under this lease (including those paid in kind) shall be withcut deduction for the cost of
producing, gathering, stcring, separating, treating, dehydrating, compressing, procsssing, transporting, and otherwise making the oil, gas and other preducs b
herzunder ready for sale or use. Lesses agrees to compute and pay royalties on the gross value recsived, including any reimbursements for severance taxes and

production related costs.

8. PLANT FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as may represent this lease’s propertionats share of any fuel used10
process zas produced hereunder in any procsssing plant. Notwithstanding any other provision of this lease, and subject to the written consent of the owner ofd‘.f soil
and the Commissioner of the General Land Office, Lesses may recycle gas for gas lift purposes cn the leased premises or for injection into any oil or gas producing
formation underlying the leased premises afier the liquid hydrocarbons contained in the gas have besn removed; no royalties shall be payable on the recycled gas
until it is produced and sold or used by Lesses in a manner which entitles the royalty owners to a royalty under this |ease.

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

Payment of royalty on production of cil and gas shall te as provided in the rules sct forth in the Texas Register. Rules currently provide that rcyahy_on oil is due
and must be reczivad in the General Land Offics on or tefors the Sth day of the second menth succszding the month of production, and royalty on gas is duc_ and
must be recsived in the General Land Ofics on or before the [ 5th day of the second month succezding the month of production, accompanied by the :Lﬁ‘l(-i;wlt pfﬂ*.: :
ownmer, manager or other authorized agznt, cempleted in the form and manner prescribed by the Geaeral Land Office and showing the gross amount and dugis;;;:i?ign

15

all oil and gas producsd and the market value of the cil and gas, together with a copy of all documents, records or reports confirming the zross produciicn,



[}

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

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 sha) -
accompanicd by a check stub, schedule, summary or other remittance advice showing by the assigned General Land Office lease number the amount of royalty beiy
paid on each lease. If Lessee pays his royalty on or before thirty (30) days afier the royalty paymeat was due, thea Lessec owes 2 penalty of 5% on the royalty or .
$25.00, whichever is greater. A royalty payment which is over thirty (30) days late shall accrue a penalty of 10% of the royalty due or $25.00 whichever is grearer
In addition to a penalty, royalties shall accruc interest at a rate of 12% per year; such interest will begin accruing when the royalty is sixty (60) days overduye. )
Affidavits and supporting documents which are not filed when due shall incur a penalty in an amount set by the General Land Office administrative rule which i
effective on the date whea the affidavits or supporting documents were due. The Lessee shall bear all responsibility for paying or causing royalties to be paid as
prescribed by the due date provided herein. Paymeat of the delinquency penalty shall in no way operate to prohibit the State's right of forfeiture as provided by 13w
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 portiod of the royalty in dispute as to fair market value. . .

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually furnish the Commissioner of the General Land Office with
its best possible estimate of oil and gas reserves underlying this lease or allocable to this lease and shall furnish said Commissioner with copies of all contracts under
which gas is sold or processed and all subsequent agresmems 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 Attomney General, the Govemor, or the representative of any of them. i

(B) PERMITS, DRILLING RECORDS. Written notice of all operations on this [ease 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 supplicd to the General Land Office at the time they are filed with the Texas Railroad Commission. All applications, permits, reports or
other filings that reference this lease or any specific well on the leased premises and that are submitted to the Texas Railroad Commission or any other govemnmental
agency shall include the word "State” in the title. Additionally, in accordance with Railroad Commission rules, any signage on the leased premises for the purpose of
identifying wells, tank batteries or other associated improvements to the land must also include the word "State.* Lessee shall supply the General Land Office with
any records, memoranda, accounts, reports, cuttings and cores, or other information relative to the operation of the above-described premises, which may be
requested by the General Land Office, in addition to those herein expressly provided for. Lessee shall have an electrical and/or radioactivity survey made on the
bore-hele section, from the base of the surfacs casing to the total depth of well, of all wells drilled on the above described premises and shall 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 whea
due. The penalty for late filing shall be set by the General Land Office administrative rule which is effective on the date when the materials were due in the General
Land Office. P

11. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, during the primary term hereof and prior to discovery and production
of gil esgas 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
88 ffom 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
datg g gpmpletion of said dry hole or cessation of production Lessee commences additional drilling or reworking operations thereon, or pays or tenders the next
anmygl*defay rental in the same manner as provided in this lease. If, during the last year of the primary term or within sixty (60) days prior thereto, a dry hole be
completed and abandoned, or the production of oil or gas should cease for any cause, Lessee's rights shall remain in full force and effect without further operations " S
umil. the expiration of the primary term; and if Lessee has not resumed production in paying quantities at the expiration of the primary term, Lesses may maintain this ¥
leage §¥ cenducting additional drilling or reworking operations pursuant to Paragraph 13, using the expiration of the primary term as the date of cessationof  ~
pmd?:cuon_unde: 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
Fﬁngn hereof, Lessee may resume payment of the annual reatal in the same manner as provided herein on or before the reatal paying date following the
expirhtion of sixty (60) days from the date of completicn of such shut-in oil or gas well and upon the failure to make such payment, this lease shall ipso facto
terminfte. If at the expiration of the primary term or any time thereafter a shut-in oil or gas well is located on the lcased premises, payments may be made in

accqrggneeswith the shut-in provisions hereof.
™ L

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

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

13. CESSATION, DRILLING, AND REWORKING. If, after the expiration of the primary term, production of oil or gas from the leased premises, after
once obtained, should cecase from any cause. this lease shall not terminatz 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 Lesses commences additional drilling or rewcrking operations within sixty (60) days after the completicn of the well as a dry hole, and this lease
shall remain in effect so long as Lesses continues drilling or reworking operations in good faith and in a workmanlike manner without interruptions totaling more
than 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 markst, then Lessee may pay as a shut-in 0il 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.
amount-thea for the purposes of this paragraph, the delay reatal amount shall be one dollar (51.00) per acre. To be cffective, each initial shut-in oil or gas royalty

True and Correct
copy of
Qriginal filed in
Reeves County
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must be paid on or before: (1) the expiration of the primary term, (2) 60 days after the Lessee ceases to produce oil or gas from the leased premises, or (3) 60 days

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

15. COMPENSATORY ROYALTIES. If, during the period the lease is kept in effect by payment of the shut-in oil or gas royalty, oil or gas is sold and '
delivered in paying quantities from a well located within one thousand (1,000) feet of the leased premises and completed in the same producing reservoir, or in any
case in which drainage iy 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 menthly, one-half (1/2) to the Commissioner of the
General Land Office and onc-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 amy 12-month pericd is in an amount less than the annual shut-in oil or gas royalty, Lessee shall pay an amount equal to the )
difference within thirty (30) days from the end of the 12-month period. Compensatory royalty payments which are not timely paid will accrue penalty and interest in
accordance with Paragraph 9 of this lease. None of thesz provisions will relieve Lesses of the obligation of reasonable development nor the obligation to drill offser .
wells as provided in Texas Natural Resources Code 52.173; however, at the determination of the Commissioner, and with the Commissioner’s written approval, the i

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

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

(A) VERTICAL. In the event this lease is in force and effect two (2) years after the expiration date of the primary or extended term it shall then terminate
as to all of the leased premises, EXCEPT (1) 40 acres surrounding each oil well capable of producing in paying quantities and 320 acres surrounding 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 pocled unit pursuant to Texas Natural Resources Code  52.151-
52.153, or (3) such greater or lesser number of acres as may then be allocated for production purposes to a proration unit for cach 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
thereafier 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 1o a portion of the lands covered hereby, Lesses shall nevertheless continue to have the right of
ingress to and cgress 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. -

. o0 = . i-
*elee (B) HORIZONTAL. In the event this lease is in force and effect two (2) years after the expiration date of the primary or extended term it shall further
tcrnil_alz.as 1o all depths below 100 fect below the total depth drilled (hercinafter "deeper depths™) in each well located on acreage retained in Paragraph 16 (A)
aBowe, umlcss on or before two (2) years after the primary or extended term Lessee pays an amount cqual to one-half (1/2) of the bonus originally paid as
consideration for this lease (as specified on page 1 hereof). If such amount is paid, this lease shall be in force and effect as to such deeper depths, and said
terrgipgdon shall be delayed for an additional period of two (2) years and so long thereafier as oil or gas is produced in paying quantities from such deeper depths

covgrzd bY this lease.

.

e **%C) IDENTIFICATION AND FILING. The surface acreage retained hereunder as to each well shall, as nearly as practical, be in the form of a square with
the well located in the center thereof, or such other shape as may be approved by the Commissioner of the General Land Office. Within thirty (30) days after partial
termination, of this lease as provided herein, Lesses shall execute and record a release or releases containing a satisfactory legal description of the acreage and/or
depahsawot fetained hercunder. The recorded release, or a centified copy of same, shall be filed in the General Land Office, accompanied by the filing fee prescribed
by the Gengral Land Office rules in effect on the date the release is filed. If Lesses fails or refises to execute and record such release or releases within ninety (90)
daysahtging requested to do so by the General Land Office, then the Commissioner at his sole discretion may designate by written instrument the acreage and/or
depth? 1o be released hereunder and record such instrument at Lessee’s expense in the county or counties where the lease is located and in the official records of the

General Land Offite and such designation shall be binding upon Lessee for all purposes.

17. OFFSET WELLS. Neither the bonus, delay rentals, ner 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, recziver or other agent in control of the leased premises shall drill as many
wells as the facts may justify and shall use appropriate means and drill 10 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 compi s with such covenants; additionally, this leasc 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 lcased premises. However, nothing in this paragraph shall suspend the
payment of delay rentals in order to maintain this lease in effect during the primary term in the absence of such drilling or reworking operations or production of il

or gas.
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19. WARRANTY CLAUSE. The owner of the soil warrants and agrees to defend title to the leased premises. If the owner of the soil defaults in
payments owed on the lcased premises, then 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. 1f Lessee makes payments on behalf of the owner of the soil under this paragraph, Lessee may recover the cost of these payments from the

rental and royalties due the owner of the soil.

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soil owns less than the entire undivided surface estate in the aboye
described land, whether or not Lessee's interest is specified herein, then the royalties and rental herein provided to be paid to the owner of the soil shall be paid 1o him
in the propariion wiich his inierest 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 igerest purportedly leased under this lease and the actual interest owned by the owner of the soil. The Commissioner of the General Langd
Office shall be paid the value of the whole production allocable to any undivided interest not covered by a lease, less the proportionate development and production
cost allocable to such undivided interest. However, in no event shall the Commissioner of the General Land Office receive as a royalty on the gross production
allocable to the undivided interest not leased an amount less than the value of one-sixteenth (1/16) of such gross. production.

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

24. WELL LOCATION LIMIT. No well shall be drilled ncarer than two hundred (200) fect to any house or bam now on said premises without the
written consent of the owner of the soil. -
4

-

25. PCLLUTION. In developing this area, Lessee shall use the highest degree of care and all proper safeguards to prevent pollution. Without limiting the
foregoing, pollution of coastal wetlands, narural waterways, rivers and impounded water shall be prevented by the use of containment facilities sufficient to prevent
spillage, seepage or ground wat~r 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
an® Ak pateries 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
pre free of all rubbish, cans, bottles, paper cups or garbage, and upon completion of operations shall restore the surface of the land to as near its original
condition®and contours as is practicable. Tanks and equipment will be kept painted and presentable. g

. it
eese 26. REMOVAL OF EQUIPMENT. Subject to limitations in this paragraph, Lessee shall have the right to remove machinery and fixtures placed by
Le8508 on the leased premises, including the right to draw and remove casing, within one huridred tweaty (120) days after the expiration or the termination of this
lease unless the owner of the soil grants Lessee an extension of this 120-day period. However, Lessce may not remove casing from any well capable of producing oil
and §A%8 paying quantities. Additionally, Lesses may not draw and remove casing until after thirty (30) days written notics to the Commissioner of the General
Land Qffice and to the owner of the soil. The owner of the scil shall become the owner of any machinery, fixtures, or casing which are not timely removed by Lesses
under the tgyms of this paragraph.

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

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

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

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

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

28. RELEASES. Under the conditions contained in this paragraph and Paragraph 29, Lessee may at any time execute and deliver to the owner of the soil
and place of record a release or releases covering any portion or portions of the lcased 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 shal] be reduced
Uy tie 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 leasc 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 . hie 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 prescribe d filing fee. If any such
assignment is not so filed, the rights acquired under this lease shall be subject to forfeiture at the option of the Commissioner of the General Land Office.

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

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

interests.

32. FORFEITURE. If Lessee shall fail or refuse to make the payment of any sum within thirty days after it becomes due, or if Lessee or an authorized
agent should knowingly make any false return or false report concering production or drilling, oc if Lessee shall fail or refuse to drill any offset well or wells in good
faith as required by law and the rules and regulations adopted by the Commissioner of the General Land Office, or if Lessee should fail 1o file reports in the manner
required by law or fail to comply with rules and regulations promulgated by the General Land Office, the School Land Board, or the Railroad Commission, or if
Lessee should refuse the proper authority access to the records pertaining to operations, or if Lesses or an authorized agent should knowingly fail or refuse to give
correct information to the proper authoerity, or knowingly fail or refuss to fumnish the General Land Offics a correct log of any weil, 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 whea sufficiently informed of the facts which authorize a
forfeiture, and when forfeited the arca shall again be subject to lease under the terms of the Relinquishment Act. However, nothing herein shall be construed as
waiving the automatic termination of this lease by operation of law or by reason of any special limitation arising hereunder. Forfeitures may be set aside and this
lease and all rights thereunder reinstated before the rights of another intzrcne upon satisfactory cvidence 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 moncy that may become due under this lease. By acceptance of this lease, Lessze grants the
Stats, %P 3ddition to the licn provided by Texas Natural Resources Code 52.136 and any other applicable statutory lien, an express contractual lien on and security
intetest h all leased minerals in and extracted from the leased premises, all proceeds which may accue to Lessee from the sale of such leased minerals, whether such
prt:oa:pgn: held by Lessee or by a third party, and all fixtures on and improvements to the leased premises used in connection with the production or procsssing of
sucly keaset minerals in order to secure the payment of all royalties or other amounts due or to become due under this lease and to secure payment of any damages or
loss that Lessor may suffer by reason of Lessee's breach of any covenant or condition of this lease, whether express or implied. This lien and security interest may be
forcalescd Jvith 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
Cofrgnissioner may require Lessce to execute and record such instruments as may be reasonably necessary to acknowledge, artach or perfect this lien. Lesses hereby
represents shat there are no prior or superior liens arising from and relating to Lessez's activities upon the above-described property or from Lessec's acquisition of
this"I#42°* Should the Commissioner at any time determine that this representation is not true, thea the Commissioner may declare this lease forfeited as provided

herein.,

-
®22*°%. 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 iggerest for the exploration, development and production of oil or gas or cither of them upon the same terms as shall be approved by the School Land
Boardend #f: Commissioner of the General Land Office for the pocling or unitizing of the interest of the State under this lease pursuant to Texas Natural Resources
Code 52.151-52.153. The owner of the soil agrees that the inclusion of this provision in this lease satisfies the execution requirements stated in Texas Natural

Resources Code 52.152.

35. INDEMNITY. Lessee hereby relcases 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 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 Lessce, its officers, employees, and agents arising out of, incidental to, or resulting from, the operations of or for Lesse= on the leased premises
hereunder, or that may arise out of or be occasioned by Lessee's breach of any of the terms or provisions of this Agreement, or by any other negligent or strictly liable
act or omission of Lessee. Further, Lesses hereby agrees to be liable for, exonerate, indemnify, defend and hold harmless the State of Texas and the owner of the soil,
their officers, employees and agents, their successors or assigns, against any and all claims, liabilities, losses, damages, actions, personal injury (including death),
costs and expenses, or other harm for which recovery of damages is sought, under any theory including tort, contract, or strict liability, including 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 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, invitces, 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 officess,
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.



J6. 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 environmenta] me diom -
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 Eaviroamental Respense, Corpensation and Liability Act (CERCLA), 42 U.S.C. Sections 9601, et 5eq.), or toxic

substances under any federal, state, or local law or regulation (“Hazardous Materials™), except ordinary products commonly used in connection with oil and gas
exploration and development operations and stored in the usual manner and quantities. LESSEE'S VIOLATION OF THE FOREGOING PROHIBITION

SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND LESSEE SHALL INDEMNIFY, HULD HARYILESS AND
DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST ANY CLAIMS, DAMAGES, JUDGMENTS, PENALTIES,
LIABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS' FEES AND COURT COSTS) CAUSED BY OR ARISING OUT OF ma
VIOLATION OF THE\FOREGOING PROHIBITION OR (II) THE PRESENCE, RELEASE, OR DISPOSAL OF ANY HAZARDOUS MATERIALS CN,
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
R:I‘mguishmcnt Act, and other applicable starutes and amendments thereto, and if any provision in this lease does not conform o 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. Oncs the filing requirements found in Paragraph 39 of this lease have been satisfied, the effective date of this lease shall
be the date found on Page 1. ' .

39. LEASE FILING. Pursuant to Chapter 9 of the Texas Business and Commercz éodc. 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 leass (which is made and centified by the County Clerk from his records) is filed in the General Land Office in accordancs with

Texas Narural Resources Code 52.183. Additionally, this lease shall not be bincing upon the State unless it recites the actual and true consideration paid or promiscd
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. s

* See Exhibit "A" attac%r}dd' ional lease provisions.
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BEFORE ME, the undersigned zutherity, cn this day personally appeared Mala’ %}'M\

kneown to me o be the person whose name is subscribed to the fofegciag instruasent, = of

md acknowledged to me that he executed the same ‘
for the purposes and coesbde:aﬂon therein expressed, in the capacity stated, and as the act and deed of said corporation.
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“EXHIBIT A”

= Attached to and made a part of Oil and Gas Lease
dated August 19, 1998 by and between KPW Revocable Trust;
MSW Revocable Trust; and MLH Revocable Trust,
LY as the owner of the soil, and Clay Johnson, as Lessee.

Lessee is granted the right to use existing roads on the leased premises for ingress and egress, and agrees to maintain, restore and
keep roads in usable condition so long as this lease is in force and effect.

Lessee shall notify the owner of the soil a minimum of 24 hours before cutting any new road, if necessary, into or on the leased
premises.

Lessee shall install and maintain cattle guards at every fence crossing, said cattle guards to remain upon prem:ses as property of
the owner of the soil at the expiration of this lease.

It is further understood and agreed that Lessee will bury and maintain all pipelines and electrical transmission lines 18 inches
deep below the surface of the ground.

Lessee may use no more of the surface of the leased premises than is reasonably necessary to use for the purpose of which this
lease is granted, and it shall exercise all rights granted to it herein with due regard for the rights of the owners of the surface.

It is further agreed that Lessee, its successors and assigns, shall not erect any buildings or houses on the leased premises and that
only those structures which are reasonably necessary for production facilities or tank batteries shall be erected on the surface of
the leased premises.

‘L"Notwithstanding any other provisions of this lease to the contrary, it is expressly understood and agreed that Lessee will not

pollute any water aquifers or fresh water in, upon or under the leased premises, and Lessee agrees to notify the owner of the soil

: .- @ writing if fresh water is encountered during drilling, or if a fresh water formation is penetrated.

3-.Lessce further agrees to maintain all drill sites and other portions of the surface used or occupied by Lessee, its successors or
---ﬁsmgns free and clear of weeds and noxious vegetation and will maintain the same in a reasonable manner to prevent additional
.".d!maoe to the owner of the soil’s other land and crops.
L]

. Ia

Upon written demand by the owner of the soil, Lessee shall build and maintain fences around its slush, sump and drainage pits

~e~*afi tank batteries to protect livestock against loss, damage or injury; and upon completion or abandonment of any well or wells,

Lassee shall fill and level off all slush pits and cellars and completely clean up the drill site of all rubbish thereon.

10. Lcssee furthrer agrees that in the event of a dry hole or production from a well which production ceases and the abandonment of

1.

such well, or upon the abandonment of any well location, drillsite, tank battery site or roadway, the premises will be restored as
nearly as reasonably possible to its former condition at the cost and expense of the Lessee, it being the intention of the parties
hereto that the Lessee shall restore the surface to as nearly the state that it is in at the time of execution of this lease.

If all or any part of this lease is assigned, released, pooled or unitized, Lessee agrees to furnish the owner of the soil with a copy
of any such document.

CERTIFIED TRUE AND CORRECT COPY CERTIFICATE
STATE OF TEXAS FILE NO. 27

COMNTVOFRERVES ppydy: 11/S/98

The above and foregoing-is a full, true and correct photographic copy of the
original record now in my |aw1u\ custody and possession, as Ihe sarne is
filed meRe R X 0N RSOOSR { X
wxmcxm;_:[:o BE CORDED IN TIE[E

P IC RECORDS
I nereUEyIc.emfled on 1 1 /5 198
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General Land Oflics .
Relinguishmnt Act Lease Form . . 3 =
Revised, September 1997

4 LEASE
Keenom '!%é i
n
1 0

THIS AGREEMENT is made and eatered into this 19 day of AUGUSYE 79 98 | berween the Stazz of Texas, actin

1 13- aqua andad a BE 0 al= homas Hil1l
1 1€ 2e 0o nhe Nancy Puff Jones Trust e
1320 T.ake Street, Fort Worth, Texas 76102 said ag=ar
(Give Permnanent Address) ¥
hercin referred 1o as the owner of the soil (whether one or more), and Clay Johnson
203 W.- Wall Snite 800 of
Midland, Texas 79701
(Give Pecmanent Address)

bereinafier called Lesses,

1. GRANTING CLAUSE. For and in corsideraticn of the amounts stated below and of the covenants and agreements to be paid, kzpt 20d performeq by
Lessee under this lease, the State of Texas acting by and through the owner of the soil, hereby grants, leases and lets unto Lesses, for the sole and only purpese of
prospecting and drilling for and producing oil and z2s, laying pipe lizes, building tanks, storing oil and building power staticns, telephone lines and other smuchures
thereon, to produce, save, take care of, treat and transport said products of the lease, the following lands siated in Reeves County, State
of Texas, to-wits 3

The N/315 acres of the S/560 acres of Section 44, Block 56,
Public School Land Survey.

containing_ 315 acres, more or less. The bonus consiceraticn paidfcrlhi:!c:;seis:afcllc'-vs:
- Tothe Stz of Texas:__ One Thousand Eight Hundred Four and 70/100-—c—c—m—m—mee__
Lt Coilars (3 1,804, 70
I To the ownerof the soil:___One Thousand Eight Hundred Four and 70/100--——-—————-—
WAL Dollas(s____1,804.70 ) _
L]
ssse Total bonus corsideraticn: _Three Thousand six Hundred Nine and 40/100-—-———————
®eces’ Dolls(S____3,600.40 ) :
b -
T4 A8E $enus consideration paid represents a benus of Fifty and No/100—————————————————————
- Dollars (S 50.00 ) perace,on 72, 1 BB  netacees.
ceesesy TERM. Subj::tw!b.:ct.‘:erprovisions‘.amisI:a:é.this!eascsha.ﬂbcfcra::rmof Five (5) years from this datz

(hc.“:in ca!!ed "primary term™) and as long therzaftar as oil and zas, or sither of them, is producsd in paying quantities fom said land.
A.oz,ndq this lzase, the term "producsd in paying quantities” means that the receipts Som the sale or other autherized cemmercial use of the substancs(s) coversd
excead out of pocket operational expenses for the six months last past.

=

3 Delay Rentals: If oil or gas in paving quantities is not being produced from the premises on the first anniversary date of this Lease and there are then no drilling
operations being conducted on the premises. then this leuse shall terminate unless, on or before such anniversary date, Lessez shall pay, ¥ directly 1o the owner of the soil
and a like amount paid or tendered to the COMMISSIONER OF THE GENERAL LAND OFFICE OF THE STATE OF TEXAS, AT AUSTIN, TEXAS. a delay rental in
the amount specified in the following schedule multiplied by the number of acres then covered by this lease. which payment. when timely made, shal! continue this lease for

a period of one (1) additional vear. In like manner and upon payment of ihe amounts set out in the following schedule, this lease may be further continue for successive one-
year periods during the primary term of this lease provided that payment is made on or before the anniversary date.
Aaniversary Datz Delav Rental per Acre
First S 100
Second S 1.0
Third S 16.67
Fourth S$16.67

True and Ceorrest
copy of
Original filed in
Reeves County
Clerks Office
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) 4-. PRODUCTION ROYALTIES. Upon production of vil and/or gas, Lesses ag:c'cs 10 pay or cause 1o be paid one-half (1/2) of the royaln,
&rowded for in this lease to the Commissioner of the Ceneral Land Offics of the State of Texas, at Austin, Texas, and one-half (1/2) of such royalty to the D“{n“ of
e soil: ¥ S : 2 - - e
(A) OIL. Royalty payzsble on oil, which is defined as including ail hydrocarbens preduced in a liquid form at the mouth of the well ang also as a3y

condensate, distillats, and other liquid hydrocarbons recovared £om oil or gas run through a separater or other equiprient, as hereinafter provided, shall be

16 parz of the gross preduction or the market value thersof, at the opticn of the owner of the soil or the Commissicner of the
General Land Offics, such value to be determined by 1) the highest pested price, plus premivm, if 1oy, offered or paid for oil, condensata, distillazz, or other liquid
hydrocarbons, respectively, of a like type and gravity in the gescsal area where producsd and when rum, or 2) the highest marke? price thereof off=red or paid _;1 th
general area whers produced and whea run, or 3) the gross procssds of the sale thereef, whichever is the greater. Lessze agre=s that before any gas produced ﬁvmer.he
leased premises is sold, used or procszsed in a plang, it will be run free of cost to the royaity owness through an adeguale oil 2ad gas separater of eonventional type,
other equipment at least as efficient, £o that all liquid hydrecarbons recoverable fom the gas by such means will be recoversd. The requirsment that such gag bcnmor
through a separator or other squipment may be waived in writing by the royalty owners upon'such terms and conditions as they prescrite.

(B) NON PROCESSED GAS. Royalty on any gas (including flared gas), which is defined as all hydrocarbens and gasesus substances not dh'ﬁn:d
as oil in subparagraph (A) above, preduced from any well on said land (except as provided herein with respect to gas processed in a plant for the extraction of
gascline, liquid hydrocarbeons or other products) shall be 3/16 part of the gross production or the markst value thereof, at the option of the
owner of the soil or the Commissicner of the General Land Ofics, such value 1o be baszd on the highest market prics paid or offered for 225 of comparable quality in
the general arca whers produczd and whea run, or the gross prics paid or offered to the procuces, whichever is the greater; providzd that the maximum pressure base
in measuring the gas under this Jease shall not at any time excesd 14.65 pounds per squars inch absolutz, and the standard bass temperarurs shall be sixty (50)
degrees Fahrzaheit, corrs=ton to be made for pressure 2ccording to Boyle's Law, and for specific gravity according to tests made by ths Balancs Method or by the
rcest approved method of testing being used by the indusry at the time of testing.

© PRCCESSED GAS. . Royalty on any gas procsssed in a gascline plant or other plant for the recovery of gasoline or cther liquid hydrocarbons
shall be /16 part of the residuz gzs and the liquid hydrocarbons extrzcted or the markst value thereef, at the option of the

ownmer of the soil or the Corar-issioner of the General Land Offics. All royalties due herein shall be based on o.e hundred percent (100%) of the total piant
production of residue gas arributable to zas preducsd Sows this lease, and ca filty percent (50%), or that percent accruing o Lesses, whichever is the greazer, of the
tetal plant production of liquid hydroeardens arribuistie to the gas produced fom this lease; provided that if liquid hydrocarbons are recovered from gas processsd
in a plant in which Lzsses (or its pareat, subsidizry or aifiiiats) owns an interesy, then the persentage applicable to liquid hydrocartons shall be ity perceat (50%) cr
the highest percent accruing to a third party proczssing gas threugh such plact under 2 precessing 3gzs=meat negetiazed ac arm's length (or if thers s a0 such third
party, the highest persent then being specified in processing 2zrzomients or contracts in the indusiy), whichever is the greater. Tie respecdve royalties on rzsidus gas
and cn liquid Aydizcardens shall be devmined oy 1) the highes market prics paid o ozred for any gas (or liquid hydreearscns) of comparable guality in the

ot o
general area, or 2) the gmoss prics paid =2 ofer=d for such resice

* =as (cr the weightzd averags gross selling prics for the respe<tive grades of liquid hydrecarbons),
whirichever is the greatzr, In no event, however, shall the royali.zs payabic under this paragraph be less than the royalties which would have beza due had U= 315 not
been processed.

. o0

L L]
® **D) CTHER PRODUCTS. Royalty on carbon black, sulphus 2r any other products produced or manufictursd Scm gas (excspting liquid hydrecarbons?
wheife? $8d 235 be "casinghead,” "dry,” or any other zzs, by fsctionat . o burming or any other precsssing shail e 3/16 pant of the
grossroduttion of such preducts, or the markst valus thoreof, a2 the op - =22 of the owner of the soil cr the Commissicnar of the Generzl Land Offics, such markst
value i@ be detzrmined as fcllows: 1) on the basis of the highest markst price of 2ach preduct for the same meath in which such product is produced, or 2) cn the
ba-S':i Dﬁ'dn_av:::.ge gross sale price of 2ach produc: for the same menth in which such products ars produced; whichever is the greater,

LA LN .
yalties

5 MINIMUM ROYALTY. During any year afler the expiration of the primary term of this lease, if this lease is maintained by praduction, the
paid\$mieP s lease in no event shall be less than an amount equal to the total annual delay rental herein provided; otherwise, thers shail be due aad payabie on or
before the last day of the menth succszding the anniversary date of this lease a sum squal 1o the total 2nnual rental less the amcunt of royaities paid during the
preceding year. i =3 = for the purpeses of this paragraph, the delay rental amcunt shall be one

dol[-:(‘i.&!) perac:s.

sesssls ROYALTY IN KIND. Wotwithstanding any other provision in this lease, at any time or Som time to time, the owner of the soil or the Con‘.missiov:r
of the"Genefal Lard Gffics may, at the cption of either, uzcn nct less than sixty (60) days sotice to the holder of the leace, require that the payment of any moyaties
accruing to such royalty owner under this lease be made in kind. The owner of the soil's or the Comunissicner of the General Land Office’s right to take its -‘!_23"3-“.7 in
Xind shall not diminish er negate the owner of the soil's or the Commissioner of the General Land CfScs's rights or Lesses's otiigations, whether express of implicd.

unczr this lease.

7. NO DEDUCTIONS. Lesses agress that all royalties acsruing under this lease Gincluding those paid in kind) shall be withcut 2eduction fer the cost of
producing, gathering, storing, separating, treating, dehydrating, compressing, procsssing, transponing, and otherwise making the oil, gas and other producs :
herzunder ready for sale or use, Lesse= agress to compute and pay royaltics on the gross value recsived, including any reimbursements for severancs taxes and
production related costs.

8. PLANT FUEL AND RECYCLED GAS. No royalty shall bz payzble en any gas as may represent this lease's prepertionats share of any fuc! used 10 .
procsss gas procducsd hersunder in any procsssing plant Notwithstanding any cther provisicn of this lease, and subjest te the written consent of the owner of the sei
and the Commissioner of the General Land Offics, Lessez may r=crcle gas for gas lift purposes on the lzased premises or %or injection into any oil or g2s procucing
formation underlying the leased premises afier the liguid Avdrocarbens contained in the gas have besn removed; no royalties shail be payabis on the recycied 835
until it is produc=d and scld or used by Lesscz in 2 manner wwhich entitlzs the royalty owners to arcyalty under this lease.

9. ROYALTY PAYMENTS AND REPCRTS. All rovaliizs not waken in kind shall be paid to the Commissicner of the General Land Ofiics Austis,

Texas, in the feilowing manner

e duys
“e rules set forth in the Texas Register. Rules currenily provide that royalty o ail 5
cond menth suceszding the month of production, and royal
2 the month of producticn, accompani
yrescrited by the Geaeral Land Offics and showin

ith pv cf all doccuments, records or repents coni

Payment of royalty on preduciion of cil and gas shall
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cwricr, manags=r or other authorized 2z=at, ccmpleted in the Jorm ane



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

or pools and gas lines or gas storage, and any other reports or records which the General Land Offics may require to verify the gross production, dispesition mt:nks'
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 paymen shal] pe
accompanicd by a check stub, schedule, summary or other remittance advice showing by the assigned General Land Office lease number the amount of royaity be
paid on each lease. If Lesses pays his royalty omor before thirty (30) days afier the royalty paymesnt was due, then Lesses owes 2 penalty of 5% on the royaity or g
525.00, whichever is greater. A royalty payment which is over thirty (30) days late shall accrue a penalty of 10% of the royalty due or $25.00 whichever is greater,
In addition to a penalty, royalties shall accrue interest at a rate of 12% per year; such interest will begin aceruing when the royalty is sixty (60) days overdue. i
Affidavits and supponing documents which are not filed when due shall incur a penalty in an amount set by the General Land Office adminisative rule which i
cffective on the date whea the affidavits or supporting documents were due. The Lesses shall bear all respensibility 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 postpene the date on which royalties were originally due. The above penalty provisions shall not apply in cases of title disputs as to the State’s portion of
the royalty or to that portion of the royalty in dispute as to fair market value. . .

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually fumnish the Commissioner of the General Land Office wiy
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 s0ld or processed and all subsequent agreemems and amendmeats to such contracts within thirty (30) days after entering into or making such contracts,
agreements or amendments. Such contracts and agreements whea 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 recerds pertaining to the production, transportation, sale and marketing of the oil and gas produced on said
premises, including the bocks and acsounts, receipts and discharges of all weils, tanks, pools, meters, and pipelines shall at all times be subject to inspection and
examination by the Commissioner of the General Land Cffice, the Attomney General, the Govemor, or the representative of any of them.

(B) PERMITS, DRILLING RECORDS. Writzn notics of all operations on this lease shall be submitizd to the Commissioner of the General
Land Offics by Lesses or operator five (5) days befors spud date, workover, re-entry, temporary abandonment or piug and abandonment of any well or wells. Such
written notice to the General Land Offics shall include copies of Railroad Commission forms for application to drill. Copies of well tz5ts, completion reports and
plugging reponts shall be supplied to the General Land Office at the time they are filed with the Texas Railroad Commission. All applications, permits, reports or
other filings that referzncs this lease or any specific well on the leased premises and that are submittzd to the Texas Railroad Commission or any other govemnmental
agency shall include the word “Stat=” in the title. Additionally, in accordancs with Railroad Corzmission rules, any signags 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.® Lesses skall 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 radicactivity survey made on the
bore-hole section, from the base of the surface casing 1o the total depth of well, of all wells drilled on the above described premises and shall transmit a true copy of

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

(C) PENALTIES. Lesses skall incur a penalty whenever reports, documents or other materials are nct filed in the General Land Offics when
due. The penalty for late filing shall be set by the General Land Offics administrative rule which is cifective on the datz whea the materials were due in the C-_Ener._ﬂ

Land Office.

*e%ee®1]l. DRY EOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, during the primary term her=of and pricr to discovery and production
of 0jl,qr82s on said land, Lessez should drill a dry hele or holes thereon, or if during the primary ‘erm hereof and after the discovery and actual production of il or
228 fiptn e leased premises such producticn thereof should cease from any cause, this lease shall not terminate if on or before the expiration of sixty (60) days frem
date of completion of said dry hole or cessation of production Lesses commences additional drilling or reworking operations therson, or pays or tenders the next
anm..'lal.d.:lay rental in the same manner as provided in this lease. If, during the last year of the primary term or within sixty (60) days prior thereto, a dry hole be
comp’emﬁ and abandoned, or the producticn of oil or gas should czase for any cause, Lessee's rights shall remain in full force and effect without further operations,
unti? Be®expiration of the primary term; and if Lesses has not resumed producticn in paying quantities at the expirarion of the primary term, Lesses may maintain this
leass by £hnducting additional drilling or reworking operations pursuant to Paragraph 13, using the expiration of the primary term as the date of cessation of
productiofl under Paragraph 13. Should the first well or any subsequent well drilled on the above described land be completed as a shut-in oil or gas well within the
prim&y term hereof, Lessee may resume payment of the annual reatal in the same manner as provided herein on or befors the reatal paying date following the
expirgtiorgof sixty (60) days from the dat= of completicn of such shut-in oil cr gas well and upon the failure to make such payment, this lease shall ipso facio
termwinates If at the expiration of the primary term cr any time thereafter a shut-in oil or gas well is located on the leased premises, payments may be made in
accordance with the shut-in provisions hereof.

.: .e .:
12. DRILLING AND REWORXING AT EXPIRATICN OF PRIMARY TERM. If, at the expiration of the primary term, neither oil nor zas is being
producsd on said land, but Lzssez is then engaged in drilling or reworking operations therson, this lease shall remain in fores 50 long as operations on said weil or for
drilling or reworking of any additional well ar= prosecuted in good faith and in-workemanlike manner without interruptions totaling more than sixty (60) days during
any one such operaticn, and if they result in the preducticn of eil and/or gas, so long therzafier as oil and/or gas is producsd in paying quantities from said land, or

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

13. CESSATION, DRILLING, AND REWORKXING. If, aft=r the expiration of the primary term, production of oil or gas from the leased premises, after
once obained, should cease from any cause. this lease shall not terminate if Lesses commences additional drilling or reworking operations within sixty (60) days
after such cessation, and this Jease shall remain in full forcs and effect for so leng as such operations continue in geod faith and in workcnanliks manner without
interTuptions totaling mors than sixty (60) days. If such drilling or rewerking operations result in the production of oil or gas, the lease shall remain in full foree and
effect for so long as oil or gas is producsd from the leased premises in paying quantities or payment of shut-in oil or gas well royalties or payment of compensatory
royalties is made as provided herein or as provided by law. If the drilling or reworking operations result in the completion of a well as a dry hole, the lease will not
terminate if the Lesses commences additional drilling or rewerking operaticns within sixty (60) days after the completion of the well as a dry hole, and this lease
shall remain in effect 5o long as Lesse= continues drilling or reworking operations in good faith and in a werkmanlike manner without intemruptions totaling mere
than sixty (60) days. Lesses shall give writtzn 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 we!l number by the stats agency having
jurisdiction over the preduction of oil and gas. 1f, at any time aftzr the expiration of the primary term of a lease that, until being shut in, was being maintained in :
force and effect, a well capabic of preducing oil or zas in paying quantitics is locared cn the leased premises, but oil or zas is not being producsd for lack cfrsx:stac e
may pay as a shut-in oil or gas royaity an amount equal to double the annual rental provided in the
| Labsa.l i E¥ 3 dalals --—L'll

T feesy G ws lowb .r."---lj i) .

production facilities or lack of a suitable markss then Lesses
lease, but not less than $1.2C0 a year for each “well capable of producing oil or gas in paying quantities. Wlamamass
ameunietvea (or the purposes of this parazraph, the delay rental amount shali be one cellar (51.00) per acre. To be cTective, 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 Lessee ceases to produce oil or gas from the leased premises, or (3) 60 days

after Lessee completes a drilling or reworking operation in accordancs with the lease provisions; whichever date is latest. Such payment shall be made one-half (1/7)
to the Commissioner of the General Land Office and one-haif (1/2) to the owner of the soil. If the shut-in oil or gas royalty is paid, the lease shall be considered 1o b:: §
a producing lease and the payment shall extend the term of the lease for 2 period of one year from the end of the primary term, or from the first day of the month
following the month in which production ceased, and, after that, if no suitable production facilities or suitable market for the oil or gas exists, Lessee may extend the
lease for four more successive periods of one (1) year by paying the same amount each year on or before the expiration of each shut-in year. ’

‘

15. COMPENSATORY ROYALTIES. If, during the period the lease is kept in effect by payment of the shut-in oil or gas royalty, oil or gas is sold ang '
delivered in paying quantitics from a well located within one thousand (1,000) fest of the leased premises and ccmpleted in the same producing reservoir, or in any
case in which drainage is occurring, the right to continve to maintain the lease by paying the shut-in oil or gas royalty shall csase, but the lease shall remain efective i
for the remainder of the year for which the royalty has besn paid. The Lessec may maintain the lease fer four more succsssive years by Lesses paying compensats
royalty at the royalty rate provided in the lease of the markst value of production from the well causing the drainage or which is completed in the same producing id
reservoir and within one thousand (1,000) feet of the leased premises. The compensatory royaity 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, bezinning on or before the last day of the month following the menth 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) fest of the leased premises.
If the compensatery royalty paid in amy 12-month pericd is in an amount less than the annual shut-in oil or gas royalty, Lesse= shall pay an amount equal 1o the
difference within thirty (30) days from the end of the 12-month pesiod. Compensatory royalty payments which ars 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 reasonzbi= development nor the obligation to drill offsey .-
wells as provided in Texas Natural Rescurces Code 52.173; however, at the determination of the Commissioner, and with the Commissioner’s written approval, the

payment of compensatory royalties can sarisfy the obligtion to driil 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 diligences 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 leaz: 1 premises, EXCEPT (1) 42 acres surrounding cach oil “vell capable of producing in paying quantities and 320 acs=s surrounding each gas well
capable of producing in paying quantities (in:.uding a shut-in cil or gas well as provided in Paragraph 14 hereof), or 2 well upen which Lesses is thea engaged in
continuous drilling or reworking operaticns, ¢ (2) the number of acrzs included in a producing pocled unit pursuant to Texas Narural Resources Code  52.151-
52.153, or (3) such greater or lesser number of acres as may then be allceated for production purposes to a proration unit for each such producing well under the rules
and regulations of the Railroad Commissicn of Texas, or amy succsssor agency, or other governmental autherity having jurisc® . i=n. If at any time after the effective
date of the partial termination provisions bereof, the applicable field rules are caanged or the we!l or wells located thereon arc <z assified so that less acreags is
thereafter allocated to said well or wells for production purposes, this lease shail thersupon terminate as to all acreage not therz2ier allocated to said well or azils for
production purposes. Notwithstanding the termination of this lease as 10 a porticn of the lands covered hereby, Lesses shall neventheless 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  *
roglly, Y isting pipelines and other existing facilities on, over and across all the lands deseribed in Paragraph 1 hereof (Tthe retained lands®), for access to and from the
revfinéPlands and for the gathering or transportaticn of cil, gas and other minerals preducsd from the retained lands. :

&

“eet :(B) HORIZONTAL. In the event this lease is in forcs 2nd efect two (2) years after the expiration datz of the primary or exiznded term it shall further
terminate as to all depths below 100 fest below the total depth drilled (hercinafler "deeper depths™) in each well located on acreage retained in Paragraph 16 (A) -
aboys.e unless on or before two (2) years after the primary or extended term Lasses pays an amount zqual to one-half (1/2) of the bonus originally paidas
cohgigemlion for this lease (as specified cn page 1 hereof). If such amount is paid, this lease shall be in force and efect as to such desper depths, and said | !
terminatign shall be delayed for an additional period of two (2) years and so long thersafter as oil or gas is produced in paying quantities from such desper depths

covgtd 03 this lease.

* o(C) IDENTIFICATION AND FILING. The surfacs acreage retained hereunder as to each well shall, as nearly as practical, be in the form of a square with
the :MB kgmcd in the center thereof] or such other shape as may be approved by the Commissioner of the General Land Offics. Within thirty (30) days after partial
termination of this lease as provided herein, Lesses shall exzcute and record a reiease or releases containing a satisfactory legal deseripticn <1 the acreage and/or
dezts eelretained herrunder. The recorded release, or a certified copy of same, shall be filed ia the General Land Offics, accompanied by the fling fee preseribed
by the Geferal 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 (50)
days after beirg requested to do so by the General Land Office, then the Commissioner at his sole discretion may designate by written instrument the acreage and/or
depths to be released hereunder and record such instument at Lesses's expense in the county or counties where the lease is located and in the official records of the

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

17. OFFSET WELLS. Neither the bonus, delay rentals, ner royaltics paid, or to be paid, under this lease shall relieve Lesses of his obligation to protect
the oil and gas under the above-described land from being drained. Lesses, sublesses, recsiver or other agent in control of the lcased premises shall drill as many
wells as the facts may justify and shall use appropriate means and driil to a depth necessary to prevent undue drainage of oil and gas from the leased premises. In
addition, if oil and/or gas should be producsd in commercial quantities within 1,000 fezt of the leased premises, or in any case whers the leased premises is being
drained by producsion of oil or gas, the L=sses, sublesses, recsiver of other agent in control of the leased premises shall in gocd faith begin the drilling of a well of
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 driiling with diligencs. Failure to satisfy the starutory offset obligation may subject this lease and the owner of the
soil's agency rights to forfeiture. Only upon the determination of the Commissioner of the General Land Office and with his written approval may the payment of

compensatory royalty under applicabie starytory parameters satisfy the obligation to drill an ofiset well or wells required under this paragraph.

18. FORCE MAJEURE. If, after a gocd faith «Jor, Lesses 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, Kir_
any valid order, rule or regulation of government authority, then while so preveated, Lessez's otligaticn to comply with such covenant shall be suspended and Lasses
shall not be liable for damages for failurs 1o comply with such covenants; additionally, this lease shall be extended while Lesses is preventzd, by any such cause,
from conducting drilling and rewcrking operations or fom producing oil or gas from the leased premises. However, nothing in this paragraph shall suspcn‘d the )
payment of dclay rentals in order to maintain this lease in effect during the primary term in the absence of such drilling or reworking operations or productica of cil
or gas. . True and Correct

P \ copy of .
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19. WARRANTY CLAUSE. The owner of the :0il warrants and agrees to defend title to the leased premises. If the owner of the soil defaylys in
payments owed on the lcased premises, then Lessee may receem the rights of the owner of the soil in the leased premises by paying any mortgage, taxes or other [
on the leased premises. If Lessee makes payments on bebalf of the owner of the soil under this paragraph, Lessez may recover the cost of these payments from mclens

rental and royalties due the owner of the soil, * -

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soil owns less than the entire undivided surfacs estate in the
described land, whether or not Lessee's interest is specified herein, then the royalties and reatal herein provided to be paid o the owner of the soil shal] be paid 15 b
in the proportion whichhis intzrest bears to the entire undivided surface estate and the royalties and rental herein provided 1o be paid to the Commissioner of the
General Land Office of the State of Texas shall be likewise proportionately reduced. However, before Lesses adjusts the royalty or rental due to the Commissioner of
the General Land Office, Lessee or his authorized representative must submit to the Commissioner of the General Land Office a written statement which explains the
discrepancy between the interest purpertedly leased under this lease and the actual intzrest owned by the owner of the soil. The Commissioner of the General Lang
Office shall be paid the value of the whole preduction allocable to any undivided interest not coversd by 1 lease, less the proportionazs development and production
cost allocable 1o such undivided interest. However, in no event shall the Commissioner of the General Land Offics recsive as a royalty on the gross production
allocable to the undivided interest not leased an amount less than the value of one-sixtzenth (1/16) of such gross. production.

(B) REDUCTION OF PAYMENTS. If, during the primary term, a portion of the land covered by this leasz 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 Nanural Resources Code Sections S2.151-52.154, or
if, at any time after the expiration of the primary term or the extended term, this lease covers a lesser number of acres than the total amount described herein,
payments that arc made on a per acre basis hercunder shall be reduced aczording to the number of acres pooled, released, surrendered, or otherwise severed, o that
payments determined on a per acre basis under the terms of this lease during the primary term shall be calculated based upea the number of acres outside the.
boundaries of a pocled unit, or, if after the expiration of the primary term, the number of acres actually retained and covercd by this lease.

21. USE OF WATER. Lesses shall have the right 1o use “vater produced on said land necessary for operations under this lease excspt water from wells or
tanks of the owner of the soil; provided, howevyer, Lessee shall not use potable water or watsr suitable for livestock or irrigation purposes for waterflood operations

without the prior consent of the owner of the soil.

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

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

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

25. POLLUTION. In developing this area, Lesses shall use the highest degree of care and all preper safeguards to prevent pellution. Without lii'ni:ing the
foregoing, pollution of coastal wetlands, narural waterways, rivers and impounded water shall be prevented by the use of containment facilities sufficient to prevent
spi‘lllge.ngpage or ground watsr contamination. In the event of poilution, Lessce shall use all means at its disposal to recapture all escaped hydrocarbons or other
pollsaamand shall be respensibic for all damage to public and privats properties.. Lessee shall build and mainuin fences arcund its slush, sump, and drainage pits
and swakdateries 5o as to protect livestock against loss, damage or injury; and upon completicn or abandonment of any well or wells, Lessee shall fill and level all
siulh pits and csllars and completely clean up the drilling site of all rubbish thercon. Lessee shall, while conducting operations on the leased premises, keep said
premiges free of all rubbish, cans, bottles, paper cups or garbags, and upon completion of operations shall restore the surface of the land to as near its original
camﬁtiqu;nd contours as is practicable. Tanks and equipment will be kept painted and presentable. ;

L]

.e a
#5. REMOVAL OF EQUIPMENT. Subject to limitations in this paragraph, Lesses shall have the right to remove machinery and fixtures placed by
Lessgmerpihic leased premises, including the right 1o draw and remove casing, within one hundred tweaty (120) days after the expiration or the termination of this
lease u.n!m the owner of the scil grants Lessee an extension of this 120-day period. However, Lesses may not remmove casing from any well capable of producing oil
and gas in gnying quantities. Additionally, Lesses may nct draw and remove casing until after thirty (30) days written notics to the Commissioner of the General
LandsQ&ica and to the owner of the soil. The owner of the scil shall become the owner of any machinery, fixtures, or casing which ars nct timely removed by Lesses

unde? the tfrms of this paragraph.
-

*  27. (A) ASSIGNMENTS. Under the conditions contained in this paragraph and Paragraph 29 of this lease, the rights and estates of either party to this
lease may be assigned, in whole or in parz, and the provisions of this lease shall extend to and be binding upen their heirs, devisees, legal representatives, successors
and assigns, However, a change or division in ownership of the land, rentals, or royalties will net enlargs the obligations of Lesses, diminish the rights, privileges
and estates of Lesses, impair the effectiveness of any payment made by Lessee or impair the cSectiveness of any act performed by Lesses. And no change or
division in ownership of the land, rentals, or royalties shall bind Lesses for any purpose until thirty (30) days after the owner of the scil (or his heirs, devisess, legal
representatives or assigns) furnishes the Lesscs with satisfactory written evidencs of the change in ownership, including the original recorded muniments of title (or 3
czrtified 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 imr:ust
assigned, relieve and discharge Lesses of all subsequent obligations under this lease. If this lease is assigned in its entirety as to only part of the acreage, the right and
option to pay rentals shall be apportioned as between the several owners ratably, according o the area of each, and faiiure 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 cr assignes does not file 3
cartified copy of such assignment in the General Land Office before the next rental paying date, the entire lease shall terminate for failure to pay the entire rental due
under Paragraph 3. Every assignee shall suczz=d to all rights and be subject to all obligations, liabilitics, and penalties owed to the Stats by the original lessee or any

pricr assignes of the lease, including any liabilities to the Stat= for unpaid royaltics.

(B) ASSIGNMENT LIMITATION. Notwithstanding any provision in Paragraph 27(a), if the owner of the soil acquires this lease in whole or in past by
assignment without the prior writtzn approval of the Commissioner of the General Land Offics, this lease is void 2s of the time of assignment and the agency power

of the owner may be forfeited by the Commissicner. An assignment will be treatzd as if it wers made 1o the owner of the soil if the assignez is:

(1) anominez of the owner of the soil; o
(2) a corperation 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 partership in which the owner of the soil is a partner or is an employes of such a partnership;
(4) a principal stockholder or emgloyes of the corporation which is the owner of the scil;

.- True and Correct

(5) a partner or employes in a parmership which is the owner of the soil; = \
S Ao\ 0 copy of
L ) Original filed in
\ / Reeves County
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(6) a fiduciary for the owner of the soil; including but nct limited to a guardian, trustes, executor, administrator, receiver, or censervator for the
owner of the soil; or
{7) = family member of the owner of the soil or related to the owner of the seil by marriage, blood, or adoption. -

28. RELEASES. Under the conditions contained in this paragraph and Parsgraph 29, Lesses may at any time exccute and deliver to the owner of the i
and place of record a release or releases covering any portion or portions of the leased premises, 2nd thereby swreader 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 surrenderzd, the delay rental due under this lease shal) be reduced
by the proportion that theburrendered acrzage bears to the acreage which was covered by this lease immediately prior to such surrender; however, such release will
pot relieve Lessee of any liabilities which may have accrued under this lease prior to the surrender of such acreage. ;

29. FILING OF ASSIGNMENTS AND RELEASES. If all or any part of this lease is assigned of 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 instrmnent eertified 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 !ast execution dats accompanied by the prescribed filing fee. If any such
assignment is not so filed, the rights acquirsd under this lease shall be subject 1o forfeiture at the option of the Commissioner of the General Land Office.

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

31. FIDUCIARY DUTY. The owner of the soil owes the Stat= a fiduciary duty and must fully disclose any facts affecting the State's interest in the leased
premises. Whea the intsrests 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

interasts.

32. FORFEITURE. If Lesses shall fail or refuse to make the payment of any sum within thirty days after it becomes due, or if Lesses or an authorized
agent should knowingly make any false retum or false report conceming production or drilling, or if Lesses shall fail or refuse to drill any offset well or wells in good
faith as required by law and the rules and regulations adopted by the Commissioner of the General Land Office, or if Lesse= should fil wo file reports in the manner
required by law or fail to comply with rules and regulations promulgated by the General Land Offics, the School Land Board, or the Railroad Commission, er if
Lesses should refuse the proper authority access to the records pertainiag *:  >erations, or if Lesses or an authorized agent should knowingly fail or refiise to give
ccrrect informaticn to the proper autherity, or knowingly fail or refuse 1o & .zh the General Land Cffics a correct log of any well, or if Lesses shall kriowingly
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 Cffice as required by law, the rights
acguired under this lease shall be subject to forf=iture by the Commissiones, and he shall forfeit same whea sufficiently informed of the facts which authorize a
forTeiture, and when forfeited the area shall again be subject to lease under the terms of k2 Relinquishment Act. However, ncthing herein shall be construed a5
waiving the automatic temmiaation of this !ease by operation of law or by reason of any . scial limitation arising hereunder. Forfeitures may be set aside and this
lez== and all rights thersunder reinstated before thz rights of another intervene upea satis: ictory evidencs to the Commissioner of the General Land Office of future
compliance with the provisions of the law and of this lease and the rules and regulations that may be adopted relative hersto. ¢

0:'::33. LIEN. In accordance with Texas Namral Resources Code 52,136, the Stat= shall have a first lien upon all oil and gas produced from the area covered
by this lease to securs payment of all unpaid royalty and cther sums of mcney that may become dus under this lease. By accsztonce of this lease, Lesses grants the
Suu,'ﬁ:lﬂdkion to ie lica provided by Texas Narural Resources Cods 52.136 and any other applicable starutory lien, an sxpress contractual lien on and security
inter®Tin all leased minerals in and exwact=d Som the leased premises, all procseds which may accrue to Lessee from the sale of such leased minerals, whether such
proceedls are held by Lesses or by a third party, and all fixturss on and improvements to the leased premises used in connection with the production or procassing of
sucl MM mincrals in order to secure the payment of all royalties or other amounts due or 10 become due under this lease and to secure payment of any damages or
loss XL tssor may suffer by reascn of Lesses's brzach of any covenant or conditioa of this lease, whether express or implied This lien and sccurity interest may be
foreglosed with or without court procsedings in the manner provided in the Title 1, Chaptet 9 of the Texas Business and Commerce Code. Lesses agrees that the
Commissiofer may require Lesses to executs and record such insouments as may e r=asonably necsssary to acknowledge, anach or perfect this lien. Lesses hereby
represonts that there are no prior or superior liens arising from and relating to Lesses . activities upca the above-dezcribed property or from Lesses's acquisition of
lhis.lgagi..%hould the Commissioner at any time determine that this representation is not true, then the Commissicner may declars this lease forfeited as provided

here;

.

*2°**34. PCOLING. Lesses is herchby granted the right to pool or unitize the royalty interest of the owner of the soil under this lease with any other leascheld
or mineral intersst for the exploration, development and preduction of oil or gas or either of them vpon the same terms as shall be approved by the School Land
Beard and the Commissioner of the General Land Otfics for the pooling or unitizing of the interest of the State under this lease pursuant to Texas Natural Rescurcss
Code 52.151-52.153. The owner of the soil agrees that the inclusion of this provision in this leass satisfies the cxccution requirements stated in Texas Natural

Resources Code 52.152.

35. INDEMNITY. Lesses herzby releases and discharges the State of Texas aEd the owner of the soil, their officers, employees, parmers, agents,
contractors, subcontractors, guests, invitess, and their respective successors and assigns, of and from all and any acticns and causes of acticn of every nature, Of other
harm, including environmental harm, for which recovery of damages is scught, including, but oot limited to, all losses and expenses which ars caused by the
activities of Lessee, its officers, employees, and ageats arising out of, incidental to, or resuiting fom, the operations of or for Lessez on the leased premiscs )
herzurder, or that may arise out of or be cccasioned by Lesses’s breach of any of the tzrms or provisions of this Agresment, or by any other negligeat or stricly liable
act ¢r omission of Lesses. Further, Lesses hersby agrees to be liable for, exonerats, indemnify, defead and held harmless the State of Texas and the owner of the soil,
their officers, employess and agents, their succsssors or assigns, against any and all claims, liabilities, losses, damages, actions, perscnal 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’ fess and
other lezal sxpenses, including these relatzd to environmental hazards, on the leased premises or in any way related to Lesses’s failure to comply with any a_nd all
eavirenmental faws; those arising from or in any way related to Lesses's operztions or any other of L=sses’s activities on the leased premises; those arising om
Lesses's use of the surface of the leased premises; and those that may arise out of or be cccasioned by Lesse=s breach of any of the terms or provisicns of this
Agrzement or any other ac: or omission of Lzsses, its dircctors, officers, employzss, parmers, agents, contacors, subcontracicrs, guests, invitess, and their respective
succsssors and assigns. Each assignes of this Agrcement, or an interzst therein, agress to be liable fer, exenerate, indemnify, defend and hold harmless Lhc__S::l:: of
Texas and the owner of the soil, their officers, employess, and agznts in the same manner provided 3bove in connection with the activitics of Lessee, its cr:.::::s.
employess, 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 3E WITHOUT LIMITS AND WITHOUT REGARDTO
THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXISTING CONDITIONS), STRICT LIABILITY, OR THE NEGLIGENCE OF ANY PARTY
OR PARTIES (INCLUDING THE NEGLIGENCE OF THE INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE BE SOLE, JOINT,

CONCURRENT, ACTIVE, OR PASSIVE.



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 me oo -
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, expleosives, toxic materials, or substances regulated as hazardous wastes, hazardous materials, hazardous substances (as the term “Hazardoys
Substance” is defined in the Compreheasive 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 commeonly used in connection with oil and gas
exploration and development operations and stored in the usual manner and quantities. LESSEE'S VIOLATION OF THE FOREGOING PROHIBITION
SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND
DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST ANY CLAIMS, DAMAGES, JUDGMENTS, ?E‘L\LTIES,
LIABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS' FEES AND COURT COSTS) CAUSED BY OR ARISING OUT OF ma
YIOLATION OF THE FOREGOING PROHIBITION OR (II) THE PRESENCE, RELEASE, OR DISPOSAL OF ANY HAZARDOUS MATERIALS ON,
UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE’S OCCUPANCY OR CONTROL OF THE LEASED PREMISES. LESSEE SHALL
CLEAN UP, REMOVE, REMEDY AND REPAIR ANY SOIL OR GROUND WATER CONTAMINATION AND DAMAGE CAUSED BY THE
PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE’S
OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITH THE REQUIREMENTS OF APPLICABLE LAW. THIS
INDEMNIFICATION AND ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE ACTIONS UNDERTAKEN
PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IMMEDIATELY GIVE THE STATE OF
TEXAS AND THE OWNER OF THE SOIL WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS PARAGRAPH, UPON
LEARNING OF THE PRESENCE OF ANY 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 52171 through 52.190, commonly known as the
Relinquishment Act, and other applicable stanutes and amendments thereto, and if any provision in this lease does not conform to these stanutes, 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 ia the
General Land Offics of the State of Texas. Cnce 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. LEASEFILING. 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 czrtified 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 centified by the County Clerk from his records) is filed in the General Land Offics in accordance with
Texas Natral Resources Code 52.183. Additionally, this lease shall not be binding upon the State unless it recites the acrual and true consideration paid or promised
for execution of this lease. The bonus due the State and the prescribed filing fes shall accompany such certified copy to the General Land Office. .

) "* See Exhibit "A" Att ed for Additional Provisions
L > ... L]
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ST-{;'EI}"I'F_XAS STATE OF TEXAS
/BY' BY:
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‘bo%é‘%‘l{y‘" ea ,su,fﬁl]é%ually and as Trustee o%" the %m‘é’sﬁsﬁiﬁi ﬁg%o{ﬂ%t and as Trustee

Date:____ Keengm <~/ Dae: Of the Nancy Puff Jones Trust
SEPCEMDELr 24, 1990 s

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:

Keenom /@éaé
Dorothy Jean witr sst___ (S

Thomas Hill puff Trust Tax 1t (| N
Nancy Puff Jones Trust Tax ID# —
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STATE OF (CORPORATION ACKNOWLEDGMENT)

COUNTY OF

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

h'lowntometnbeﬂtcgasonwhosenamgismbsm’bedmthefofegoinghmmcnnn
md&hawlcdgedmmemnhcuccutedmcsame ;
forlhepumcsamdeon:ld:xauoumamncxprmcd.hdmc:p:ci:ymd.mduthcm:nddﬁd“mdw

Given under oy hand and seal of offics this the day of 319 .
Notary Public in and for
STATE OF (CORPORATION ACKNOWLEDGMENT)
COUNTY OF

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

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

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

, 19 .

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

Notary Public in and for

(INDIVIDUAL ACKNOWLEDGMENT)

STATEQF__TEXAS
L
coutt?or_ TARRANT
. L
Before me, the undersigned authority, on this day personally ap

Trstee of the Thomas Hill Puff Trust an as e Nancy Pu
knov?®&%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

congi:d.cﬁi?n therein expressed.

Keenom

o Given under mfF Y o September
. R JIMMIE L. HOOKS = X M
e e e MY COMMISSION EXPIRES Cz//
';"‘E A Mausk 7. 3002 otary Publicinand for_the State of Texas
STATE OF % (INDIVIDUAL ACKNOWLEDGMENT)

counryor__ Y\t GufUAD{.,

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

o Q{ﬂhﬂﬁ:ﬂ/\

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.
' o WWZ% |

Given under my hand and seal of office this the t

. MONICA MARL GW'" Notary Public in and for T.
: NOTARY PUBLIC
“_- State of fexas ?

Comm. Exp. 10-50-99 t

P
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copy of
Original filed in
Reeves County
Clerks Office




“EXHIBIT A” 3
Attached to and made a part of Oil and Gas Lease Keeno 5%
' dated August 19, 1998 by and between Dorothy JeanHitt; Indw:dually

and as Trustee of the Thomas Hill Puff Trust and as Trustee of the Nancy Puff Jones Trust,
as the owner of the soil, and Clay Johnson, as Lessee.

1. Lessee is granted the right to use existing roads on the leased premises for ingress and egress, and agrees to maintain, restore and
keep roads in usable condition so long as this lease is in force and effect.

2. Lessee shall notify the owner of the soil 2 minimum of 24 hours before cutting any new road, if necessary, into ér on the leased
premises. -

3. Lessee shall install and maintain cattle guards at every fence crossing, said cattle guards to remain upon premlses as groperty of
the owner of the soil at the expiration of this lease.

4. It is further understood and agreed that Lessee will bury and maintain all pipelines and electrical transmission lines, 18 inches
deep below the surface of the ground.

5. Lessee may use no more of the surface of the leased premises than is reasonably necessary to use for the purpose of which this
lease is granted, and it shall exercise all rights granted to it herein with due regard for the rights of the owners of the surface.

6. It is further agreed that Lessee, its successors and assigns, shall not erect any buildings or houses on the leased premises and that
only those structures which are reasonably necessary for production facilities or tank batteries shall be erected on the surface of
.*, 4he leased premises.
. 8
‘L“thwithstanding any other provisions of this lease to the contrary, it is expressly understood and agreed that Lessee will not
po'llute any water aquifers or fresh water in, upon or under the leased premises, and Lessee agrees to notify the owner of the soil
m writing if fresh water is encountered during drilling, or if a fresh water formation is penetrated. .

I...
E&..I.;eﬁsee further agrees to maintain all drill sites and other portions of the surface used or occupied by Lessee, its successors or
« as#gns, free and clear of weeds and noxious vegetation and will maintain the same in a reasonable manner to prevent additional
*damage to the owner of the soil’s other land and crops.
O....:
9.* Upon written demand by the owner of the soil, Lessee shall build and maintain fences around its slush, sump and drainage pits
"'Ma tank batteries to protect livestock against loss, damage or injury; and upon complet:on or abandonment of any well or wells,

Lessee shall fill and level off all slush pits and cellars and completely clean up the drill site of all rubbish thereon.

10. Lessee further agrees that in the event of a dry hole or production from a well which production ceases and the abandonment of
such well, or upon the abandonment of any well location, drillsite, tank battery site or roadway, the premises will be restored as
nearly as reasonably possible to its former condition at the cost and expense of the Lessee, it being the intention of the parties
hereto that the Lessee shall restore the surface to as nearly the state that it is in at the time of execution of this lease.

11. If all or any part of this lease is assigned, released, pooled or unitized, Lessee agrees to furnish the owner of the soil with a copy
of any such document.

CERTIFIED TRUE AND CORRECT COPY CE FIGAT£C
STATE OF TEXAS
COUNTY OF REEVES FILE No-

The above and foregoing is a-full, frue and Lorrecllhsu ographic copy of the
ungma! recoru now in my Iawfm cuslodv and possess:on as the same is

MIBCOOOKRRXTO. B RECORDED LN
OFFICIAL PUBLI RECORDS True and Correst
WREGm,, | hereby certiied “OF 7
AT, [Neredy . 1L/5/98 L7 copy of |
Qriginal filed in
| -/ Reeves County
Trginia Palomino Clerks Office
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General Land Office
Relinquishmnt Act Lease Form
Revised, September 1997

\ OIL AND GAS LEASE
THIS AGREEMENT is made and entered jnothis 19 dayof AUGUSL 1998 | berween the State of Texas, acting by and through jis
age__ Hil1l Investments, Lid> ghi
of
P.0. Box 1568, Cedar Park, Texas /8613 said agent -
(Give Permanent Address) 2
herein referred o0 as the owner of the soil (whether one or more), and Clay Johnson
203 W,.- Wall, Snite 800 of
Midland, Texas 79701
(Give Permanent Address)
hereinafler called Lesses.

1. GRANTING CLAUSE. For and in consideraticn of the amounts stated below and of the covenants and agreements to be paid, keot 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 purposs of
prospecting and drilling for and producing oil and zas, laying pipe lines, building tanks, storing oil and building power staticns, telephone lines and other structures
thereon, to produce, save, take care of, treat and transport said products of the lease, the following lands sitated in Reeves County, State
of Texas, to-wit: *

The N/315 acres of the S/560 acres of Section 44, Block 56,
Public School Land Survey.
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conainirg___ 315 acres, more of Jess. The bonus consideration paid for this lease is as follows:
.
eons Tothe Stz of Texas:____Opne Hundred Sixty-four and 07/100---c---ooooo oo
*eene" Coilars (3, 164.07 )
cseees To the ownerofthe soil: _One Hundred Sixty-four and 07/100---———ccmmmmmmooe
. Collars (S 164.07 ) A
vecees Total borus consideration:__Three Hundred Twenty-eight and 14/100-—————-———-—-—-——
» 4 LCoilars (S 328.14 )
.
* -
Tite tot benus consideration paid represeats a benus of Fifty and No/100————————--—com oo
Collars (S 50.00 ) peracrs,ong 563  netaces.
2 TERM. Subje::mt.beotherprovisions'mLhisIeas.':.lhi_'.le:seshallbcfora'.c:mof Five (5) years from this dat=

(herzin called "primary term™) and as long thereafter as oil and gas, or sither of them, it producsd in paying quantities from said land.
As used in this lease, the term "produc=d in paying quantities® means that the receipts fom the sale or other autherized commercial use of the substance(s) coversd

exceed out of pocket operational expenses for the six months last past.

3, Delay Rentals: If oil or gas in paving quantities is not being produced from the premises on the first anniversary date of this Lease and there are then no drilling
operations being conducted on the premises. then this lease shall terminate unless, on or before such anniversary date, Lessee shall pay, ¥ directly to the owner of the soil
and a like amount paid or tendered to the COMMISSIONER OF THE GENERAL LAND OFFICE OF THE STATE OF TEXAS, AT AUSTIN, TEXAS, a delay rental in

the amount specified in the following schedule multiplied by the number of acres then covered by this lease, which payment. when timely made, shal! continue this leas

a period ot one (1) additional year. In like manner and upon payment of the amounts set out in the following schedule. this lease may be further continue for successive one-

year periods during the primary term of this lease provided that payment is made on or before the anniversary date.

Anniversary Date Delav Rental per Acre
First S L.00
Second $ 1.00
Third S 16.67
Fourth $16.67

True and Correct
copy of
QOriginal filed in
Reeves County
Clerks Office
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4. PRODUCTION ROYALTIES. Upon production of il and/or gas, Lesses agrc-:s to pay or cause 1o 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) OILL. Royalty payable on oil, which is defined as including all hydrocarbens produced in a liquid form at the mouth of the well and aleg as al]
condensate, distijlate, and other liquid hydrocarbons recovered from oil or gas run through a separater or other equipment, as hersinafter provided, shall be
4 part of the gross production or the market value thereof, at the opticn of the owner of the soil or the Commissioner of the

Ceneral Land Offics, such value to be detz=rmined by 1) the highest pested 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 genesal area where produced and whea nun, or 2) the highest market price thereof offered or paid in the
general area whers producad and whea run, or 3) the gross proceads of the sale thereof, whichever is the greater. Lessze agr=ss that before any gas produced from the
leased premises is sold, used or procszsed in a plant, it will be run free of cost to the royalty owners through an adequate oil aad gas scparator of conventional type, or
other squipment at least as efficient, so that all liquid hydrecarbons recoverable Som the gas by such means will be recoversd. The regquircment that such £as be run
through a separator or other equipment may be waived in writing by the royalty owners upon such lezms and conditions as they prescrite.

(B) NON PROCESSED GAS. Royalty on any gas (including flared gas), which is defined as all hydrocarbons and gaseous substances not defined
as oil in subparagraph (A) above, produced from any well on said land (except as provided herein with respect to gas processed in a plant for the extraction of
gascline, liquid hydrocarbons or other products) shall be 3/16 part of the gross production or the market value thereof, at the option of the
owner of the soil or the Commissioner of the General Land Offics, such value to be based on the highest market price paid or offered for 3as of comparable quality in
the general area where produced and when run, or the gross price paid or offered to the producsr, whichever is the greater; provided that the maximum pressure base
in measuring the gas under this lease shall not at any time exceed 14.65 pounds per square inch absolute, and the standard bass temperaturs shall be sixty (50)
de grees Fahrenheit, correstion to be made for pressure according to Boyle's Law, and for specific gravity according to tests made by the Balancs Method or by the

mcst 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 A/16 part of the residue gas and the liquid hydrocarbons extracted or the markst value therecf, at the option of the
owner of the soil or the Cormrissioner of the General Land Office. All royalties due herzin shall be based on o1.¢ hundred perczat (100%) of the total plant
production of residue gas antributable to zas produced frowa this lease, and on fifty percent (50%), cr that percent accruing to Lesses, whichever is the greatzr, of the
total plant production of liquid hydrocarbens artributable to the gas preducsd from this lease; provided that if liquid hydrocarbons are recovered from gas procsssed
in a plant in which Lesses (or its parert, subsidicry or affiliatz) owns an interest, then the percentage applicable to liquid hydrocarbons shall be fifty percent (50%) or
the pikhest percent accruing to a third party procassing gas through such plant under a proczssing agre=meat negotiated at arm's lengih (or if there is no such third
party *thehighest percent then being specified in processing 2greements or contracts in the industry), whichever is the greater. Tae respective royalties on residuc gas
and.c!:di.q:id hydrzcarbons shall be detzrmined by 1) the highest markst price paid or offerzd for any gas (or liquid hydrocartons) of comparable quality in the
gcncrebarra, or 2) the gross price paid <- offered for such residue zas (or the weighted averaps gross selling prics for the respective grades of liquid hydrocagbons),
whizhaver is the greater. In no event, however, shall the royalties payabic under this paragraph be less than the royalties which would have besa due had the gas net

beun pagegssed.
i LA LN ] 5
§D) OTHER PRODUCTS. Royalty on carbon black, sulphu- ar any other products produced or manufactur=d Scm gas (excspting liquid hydrocagbons)
whedemmdd -2 e “casinghead,” *dry,” or any other gas, by fracticnz: - - buming or any other preesssing shall be 3/145 pagt of the
gross productcn of such preducts, or the markst value thereof, at the op 22 of the owner of the soil or the Commissioner of the General Land Office, such markst o
value 0 be determined as fellows: 1) on the basis of the highest market price of sach preduct for the same menth in which such product is-produced, or 2) cn the *

ba.a'tbm: average gross sale price of each product for the same menth in which such products are produced; whichever is the greater.
L]

. k]
eoseesi. MINIMUM ROYALTY. During any ycar after the expiration of the primary term of this lease, if this lease is maintained by preduction, the royalties
paid®unde®this leasc in no event shall be less than an amount equal to the total annual delay rental herein provided; otherwise, thers shail be due and payable on or
before the last day of the month succseding the anniversary date of this lease a sum equal to the total annual rental less the amount of rovalties paid during the

preceding year. HPwographr3ufthis-femsedocsnot specify adotay rental-amountthen for the purposes of this paragraph, the delay rental amount shall be one

dollar ($1.00) per ac:=.

6. ROYALTY [N KIND. Norwithstanding any cther provision in this leasz, at any time or from time o time, the owner of the soil or the Commissicner
of the General Land Offics may, at the opticn of cither, upcn not less than sixty (60) days notice to the holder of the lease, require that the payment of any royalties
accruing 1o such royalty owner under this lease be made in kind. The owner of the soil's or the Comumissioner of the General Land Cffice’s right to take its rcy:ll:y in
kind shall nct diminish or negate the owner of the soil's or the Commissioner of the General Land Cffice's rights or Lessee's obiigations, whether express or implied,

under this lease.

7. NO DEDUCTIONS. Lesses agrees that all royalties accruing under this lease (including those paid in kind) shall be witheut deduction for the cost of
producing, gathering, stering, separating, treating, dehydrating, compressing, processing, transporting, and otherwise making the oil, gas 2nd other products ;
hersunder ready for sale or use. Lesses agrees to computz and pay royalties on the gross value recsived, including any reimbursements for severance taxes and

production related costs.

8. PLANT FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as m2y represent this lease’s proportionats 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 th_: soil
and the Commissioner of the General Land Offics, Lesses may recyc!z gas for gas lift purposes on the leased premises or for injection into any oil or gas producing
formation underlying the leased premises afier the liquid hydrocarbens contained in the gas have bezn removed; no royalties shall be payable on the recycled gas
until it is produczd and sold or used by Lzsses in a manner which entitles the royalty owners to a reyalty under this lease.

9. ROYALTY PAYMENTS AND REPORTS. All royaltizs not taken in kind shall ke pzid to the Commissicner of the General Land Office af Austin,

Texas, in the foilowing manner:

- . H = * Tl H Taw -~ - - crir=—anely H - il i c
Payment of royalty on production of oil and gas shall te as provided in the rules set forth in the Texas Register. Rules currently provide that royalty 0“““1 L :u
uz an

and must be recaivad in the General Land Offics on or befors the Sth day of the second menth succs=ding the month of production, and royalty on gas is duc an¢
must be reczived in the General Land Office on or befors the : Sth day of the second month succ g the month of produciion, accompanied by the aﬁik_fHVﬂ '3‘ the ¢
owrier, managz=r or other authorized agznt, completed in the form and manner prescribed by the Genzral Land Offics and showing the zross ameunt and ‘5’5;'05“;0_.“. ¢

all cil and gas producsd and the market valuc of the oil and gas, tegether with acepy of all decur e

ats, records or reports confirming the zross production, dis




_and market valuc including gas meter readings, pipeline receipts, gas line receipts and other checks or memoranda of amount produced and put into Pipelines, tany.

or pools and gas lines or gas storage, and any other reports or records which the General Land Offics may require to verify the gross production, disposition and
* masket value. In all cases the authority of a manager or agent to act for the Lesses herein must be filed in the General Land Office. Each royalty payment sha)) be

accompanicd by a check stub, schedule, summary or other remittance advice showing by the assigned General Land Office lease number the amount of royalty bej
_paid on each lease. If Lessee pays his royalty on or before thirty (30) days after the royalty paymeat was due, then Lessee owes a penalty of 5% on the royalty or -
$25.00, whichever is greater. A royalty payment which is over thirty (30) days late shall accrue a penalty of 10% of the royalty due or 525.00 whichever is greater
In addition to a penalty, royalties shall accrue interest at a rate of 12% per year; such interest will begin aceruing when the royalty is sixty (§0) days overdue, i
Affidavits and supporting documents which are not filed when due shall incur a penalty in an amount set by the Gencral Land Offics administrative rule which is
effective on the date whel the affidavits or supporting documents were due. The Lesses shall bear al] 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 Statz's right of forfeiture as provided by |3y
nor act to postpone the daze on which royalties were originally due. The above peaalty provisions shall ot apply in cases of title disputz as 1o the Stae’s portion of
the royalty or to that portion of the royalty in dispute as to fair market value. 2 .

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually furnish the Commissioner of the General Land Office with
its best possible estimate of oil and gas reserves underlying this lease or allocable to this lease and shall furnish said Commissioner with copies of all contracts under
which gas is sold or processed and all subsequent agreemems and amendments to such contracts within thirty (30) days after entering into or making such contracts,
agreements or amendments. Such contracts and agreements whea reczived by the General Land Office shall be beld in confidence by the General Land Office unless
otherwise authorized by Lessee. All other contracts and records pertaining to the production, transportation, sale and marketing of the oil and 2as produced on saig
premises, including the books and accounts, receipts and discharges of all wells, tanks, pools, meters, and pipelines shall at all times be subject to inspection and
examination by the Commissioner of the General Land Office, the Attomey General, the Governor, or the representative of any of them.

(B) PERMITS, DRILLING RECORDS. Wrinen notice of all operations oa this lease shall be subminizd to the Commissioner of the General
Land Offics by Lesses or operator five (5) days before spud date, workover, re-entry, temporary abandonment or plug and abandonment of any well or wells, Such
written notice to the General Land Office shall include copies of Railroad Commission forms for application to drill. Copies of well tests, completion repons ‘md
plugging reports shall be supplied to the General Land Office at the time they are filed with the Texas Railroad Commission. All applications, permits, reports or
other filings that reference this lease or any specific well on the leased premises and that are submitted to the Texas Railroad Commission or any other govemnmental
agency shall include the word *State”® in the title. Additionally, in accordancs with Railroad Commission rules, any signage on the leased premises for the purpose of
identifying wells, tank baneries or other associated improvements to the Jand must also includs the word *Stats.” Lesses shall supply the General Land Office with
any records, memoranda, accounts, reports, cuttings and cores, or other information relative w the operation of the above-described premises, which may be
requested by the General Land Offics, in addition to those herein expressly provided for. Lesses shall have an electrical and/or 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
Lhc.lgg 8 zach survey on cach well to the General Land Office within fifteen (15) days after the making of said survey.
.e
. (C) PENALTIES. Lessee shall incur a penalty whenever reports, documents or other materials are not filed in the Geaeral Land Offics when
g‘t‘:!!'hc penalty for late filing shall be set by the General Land Offics administrative rule which is effective on the date when the materials were due in the General
dOffice. 9

(XL R .

“eeee”’11l. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, during the primary term hereof and prier to discovery and preduction
of oil or ggs on said land, Lesses should drill a dry hole or holes thereon, or if during the primary term hereof and after the discovery and actual production of oil or
228 JANP fhc leased premises such production thereof should cease Som any cause, this lease shall not terminate if on or before the expiration of sixty (60) days fom
date gf completion of said dry hole or cessation of production Lessee commences additicnal drilling or reworking operations therson, or pays or tenders the next
annual delay rental in the same manner as provided in this lease. If; during the last year of the primary term or within sixty (60) days prior thereto, a dry hole be
Cmﬂ! 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 .
unell the expiration of the primary term; and if Lessee has not resumed production in paying quantities at the expiration of the primary term, Lesses may maintain this
lcaseshy donducting additional drilling or reworking operations pursuant to Paragraph 13, using the expiration of the primary term as the date of cessaticn of *
pro8uctich under Paragraph 13. Should the first well or any subsequent well drilled on the above described land be completed as a shut-in oil or gas well within the
primary term hereof, Lessce may resume payment of the annual reatal in the same manner as provided herein on or before the rental paying dats following the
cxpiration of sixty (60) days from the date of completicn of such shut-in oil or gas well and upon the failure to make such paymeant, this lease shall ipso facto
terminate. 1f at the expiration of the primary term or any time thereafter a shut-in oil or gas well is located on the leased premises, payments may be made in

accordance with the shut-in provisions hercof.

12. DRILLING AND REWORXING AT EXPIRATION OF PRIMARY TERM. If] at the expiration of the primary term, neither oil nor gas is being
produced on said land, but Lesses is then engaged in drilling or reworking operations therson, this lease shall remain in force so long as operations on said well or for
drilling or reworking of any additional well are prosecutzd in good faith and in-workmanliks manner without interruptions totaling more than sixty (60) days during
any one such opesation, and if they result in the production of cil 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 royaltics or compensatory royaltics is made as provided in this lease.

13. CESSATION, DRILLING, AND REWORKING. If, after the expiration of the primary term, production of oil or gas from the leased premises, after
once obtained, should cease from any cause, this lease shall not terminate if Lessee commences additional drilling or reworking operations within sixty (60) days
after such cessation, and this lease shall remain in full force and effect for so long as such operations continue in good faith and in worlcnan!ike manner without
interruptions totaling more than sixty (60) days. If such drilling or rewerking operations result in the production of oil or gas, the lease shall remain in full forcs 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 compcn-':awf')’
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 cfect so long as Lesses continues drilling or rewerking operations in good faith and in a workmanlike manner without interrupticns totuling mors
than sixry (60) days. Lessee shall give written notice to the General Land Offics within thirty (30) days of any cessaticn of preducticn.

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 aftsr the expiration of the primary term of a lease that, until being shut in, was being maintained in "
foree and effect, a well capable of producing oil or gas in paying quantitics is located on the leased premises, but oil or gas is not being produced for lack of suitag:e
production facilities or lack of a suitable marks=t, thea Lesses may pay as a shut-in oil or gas royalty an amount equal to double the annual rental provided in the

nCl Specily S o

lease, but not less than $1,200 a year for cach well capable of producing oil or gas in paying quantities. 1T s ! e
it es of thi niount shall be one dollar (51.00) per acre. To be effective, cach initial :hut-in.oil or gas roydR
for the purposes of this paragraph, the delay rental amount s e one dollar ( ) per acre. To ive; cach mui hut mTGr'hcé and “Lorreei

copy of '
Original filed In
Reayes Cqunty




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 da

after Lessee completes a drilling or rewerking operation in accordance with the lease provisions; whichever date is latest. Such payment shall be made m.h,lg(’m)
to the Commissioner of the General Land Office and onc-half (12) to the owner of the soil. If the shut-in oil or gas royalty s paid, the lease shall be considered 1o be
a producing lcase and the payment shall extend the term of the lease for a pericd of one year from the end of the primary term. or from the first day of the month
foilowing the month in which production ceased, and, after that, if no suitable production facilitics or suitable market for the oil or gas exists, Lesses may extend L".I’C
lease for four more suceusive periods of one (1) year by paying the same amount each year on or before the expiration of each shut-in year.

15. COMPENSATORY ROYALTIES. If, during the period the lease is kept in effect by payment of the shut-in oil or gas royalty, oil or gas is sold and
delivered in paying quantities from a well located within one thousand (1,000) feet of the leased premises and completed in the same producing ressrvoir, or in any
casz in which drainage is occwrring, the right to continue to maintain the lease by paying the shut-in oil or gas royalty shall czase, but the lease shall rrma.iaeﬂ'zc:}n.
for the remainder of the year for which the royalty has been paid. The Lesse= may maintain the lease for four more sucszssive years by Lesses paying compensato
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 compensatery 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 completzd in the same producing reservoir and located within one thousand (1,000) feet of the leased premises.
If the compensatory royaity paid in amy 12-month period is in an amount less than the annual shut-in oil or gas royalty, Lesses shall pay an amount equal to the
differcence within thirty (30) days from the end of the 12-month period. Compeasatory royalty payments which are not timely paid will accrue penalty and interest in
accordance with Paragraph 9 of this lease. None of these provisions will relieve Lesses of the obligation of reasonable development nor the obligation to dril] offser
wells as provided in Texas Natural Resources Code 52.173; however, at the detzmmination of the Commissioner, and with the Commissicner's wrinen approval, the

payment of compensatory royalties can sarisfy the obligation to drill offset well=

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

(A) YERTICAL. In the event this leasc is in forcs and effect two (2) years after the expiration date of the primary or extended term it shall then terminate
as to all of the leased premises, EE{CEPT (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 a2 well upon which Lessce is then engaged in
conginygus drilling of reworking operations, or (2) the number of acres included in a producing pocled unit pursuant to Texas Natural Resources Code  52.151-
52193, £ (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,rggulations of the Railroad Commission of Texas, or any successor agzacy, or other governmental avthority having jurisdiction. If at any time after the effective
dc ofthe partial termination provisions hereof, the applicable field rules are changed or the well or wells located thereon ars reclassified so that less acreage is
thereafter allocated to said well or wells for producticn purposes, this lease shail thercupon terminate as to all acrzage not therzafter allocated to said well or wells for
preduction purposes. Notwithstanding the termination of this lease as to a pertion of the lands covered hereby, Lesses shall nevertheless continue to have the right of
ingfc3? faand =zress from the lands etill subject to this lease for all purposes described in Paragraph 1 hereof, together with sasements and rights-of-way for existing
roall® %Risting pipelines and other existing facilities on, over and across all the lands desc=ibed in Paragraph 1 hereof (“the remined lands®), for access 1o and frem the

reiyged lands and for the gathering or transportation of oil, gas and other minerals produs : 4 fom the reained lands. ‘
. M 3

. (B) HORIZONTAL. In the event this lease is in forcs and effect two (2) years after the expiration date of the primary or extended term it shall further
“‘ﬁ‘ﬁ".‘ﬁ‘:‘“ to all depths below 100 feet below the total depth drilled (hercinafter "desper depths™) in each well located on acreags retained in Paragraph 16 (A)
atave, ugless on or befors two (2) years after the primary or extended term Lesses pays an amount squal to one-half (1/2) of the bonus originally paid as i
considergtion for this lease (as specified on page 1 hereol). If such amount is paid, this lease shall be in force and effect as to such desper depths, and said
et Pn shall be deiayed for an additional peried of two (2) years and so long thereafter as oil or gas is producsed in paying quandties from such deeper depths

covered by this lease.

(C) IDENTIFICATION AND FILING. The surface acreage retained hereunder as to each well shall, as nearly as practical, be in the form of a square with
the well located in the center thereof, or such other shape as may be approved by the Commissioner of the General Land Offics. Within thirty (30) days after partial
terrnination of this lease as provided herein, Lesses shall exscute and record a release or releases containing a satisfactory legal description of the acreage and/or
depths not retained hereunder, The recorded release, or a centified copy of same, shall be filed in the General Land Office, accompanied by the fling fes prescribed
by the General Land Offics 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 (50)
days after being requested 1o do so by the General Land Office, then the Comumissioner at his sole discretion may designate by written instrument the acreage and/or
depths to be released hereunder and record such instrument at Lesses's expense in the county or counties where the lease is located and in the official records of the

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

17. OFFSET WELLS. Neither the bonus, delay reatals, nor royalties paid, or to be paid, under this lease shall relieve Lesses of his obligation to protect
the oil and gas under the above-described land from being drained. Lesses, sublessee, recsiver 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 zas from the leased premises. In
additicn, if oil and/or gas should be producsd in commercial quantities within 1,000 feet of the leased premises, or in any case where the leased premises is being
drained by production of oil or gas, the Lesses, sublesses, receiver or other agent in contel of the leased premises shall in good faith bezin the drilling of a well or
wells upen the leased premises within 100 days after the draining well or wells or the weil or wells completed within 1,000 fect of the leased premises start preducing
in commercial quantities and shall prosecute such drilling with diligencs. Failure to satisfy the starutory offset obligation may subject this lease and the owner of the
soil's ageney rights to forfeiture. Only upon the detemmination of the Commissioner of the General Land Office and with his writen approval may the payment of
compensatory royaity under applicable statutory parametzss satisfy the obligation to drill an offser well or wells required under this paragraph.

18. FORCE MAJEURE. If, after a good faith effort, Lessec is prevented fom complying with any express or implicd covenant of this lease, from
conducting drilling cperations on the leased premises, or fom producing oil or gas from the leased premises by reason of war, redellion, rots, swikes, acts of God, o
any valid order, rule or regulation of government autherity, then while so preventsd, Lesses’s cbligation to comply with such covenant shall be suspeaded and Lzsses
shall not be liable for damages for failure to comply with such covenants; additionally, this lease shall be extended while Lesses is preventzd, by any such causs,
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 rewerking operations or production of oil

or gas.



19. WARRANTY CLAUSE. The owner of the soil warrants and agrees to defend title to the leased premises. If the owner of the sail defayjrs 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 morigage, taxes or other liens
on the leased premises. If Lessee makes payments on bebalf of the owner of the soil under this paragraph, Lesses may recover the cost of these payments from the

rental and royalties due the owner of the soil.

20. (A) PROPORTICNATE REDUCTION CLAUSE. If the owner of the soil cwns 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 herzin provided to be paid to the owner of the soil shal] 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 proporticnately reduced. However, before Lesses adjusts the royalty or rental due to the Commissioner of
the General Land Office, Lessee or his authorized represeatative must submit to the Commissicner of the General Land Offics a written statement which explaing the
discrepancy between the interest purportedly leased under this lease and the actual interest owned by the owner of the scil. The Commissioner of the General Land
Office shall be paid the value of the whele production allocable to any undivided interest not coversd by a lease, less the proporticnats development and production
cost allecable to such undivided interest. However, in no event shall the Commissioner of the General Land Office reczive as a royalty on the gross production
allocable to the undivided interest not leased an amount less than the value of one-sixieznth.(1/16) of such gross. production.

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

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

without the prior consent of the owner of the soil.

22. AUTHORIZED DAMAGES. Lesses shall pay the owner of the soil for damages caused by its operaticns to all personal propesty, improvements,
livestock and crops on said land. : "

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

. e WELL LOCATICN LIMIT. No well shall be drilled nearer than two hundred (200) fect to any house or bam now on said premises without the

w-nf::rz :::ons:nt of the owner of the soil.
* e ;
®® *25. POLLUTION. Indeveloping this arsa, Lessee shall use the highest degree of cars and all proper safeguards to prevent pollution. Without Iif:;]ting the
foregbing, pollution of coastal wetlands, narural waterways, rivers and impounded water shall be prevented by the use of containment facilities sufficient to prevent
SpjMae scepage or ground watsr contamination. In the event of pollution, Lesses shall use all means at its disposal o recapture all escaped hydmwbogu or cther
poiksam 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 &atteries 50 as 1o protect livestock against less, damage or injury; and upon completicn or abandonment of any well or wells, Lessez shall fill and Ievel all
slﬁzh'ﬁil{and czllars and completely clean up the drilling site of all rubbish therecn. Lessee shall, while conducting operations on the leased premises, keep said
premises free of all rubbish, cans, bottles, paper cups or garbags, and upon completion of operations shall restore the surface of the land to as near its original
condition,and contcurs as is practicable. Tanks and equipmeat will be kept painted and preseatsble. »
Sssase
: 26. REMOVAL OF EQUIPMENT. Subject to limitations in this paragraph, Lessee shall have the right to remove machinery and fixtures pllac:tf by !
Legses en the leased premises, including the right to draw and remove casing, within one hundr=d tweaty (120) days after the expiration or the termination of this
lease unless the owner of the soil grants Lesses an extension of this 125-day period. However, Lessees may not remeve casing from amy well capable of producing oil
and gas in paying quantities. Additionally, Lessee may not draw and remove casing until after thirty (30) days written cotics to the Commissioner of the General
Land Office and to the owner of the soil. The owner of the soil shall become the owner of any rmachinery, fixtures, or casing which are nct timely removed by Lesses

under the terms of this paragraph.

27. (A) ASSIGNMENTS. Under the conditions contained in this paragraph and Paragraph 29 of this leass, the rights and estates of cither party to this
lease may be assigned, in whole or in part, and the provisions of this lease shail extead to and be binding upon their heirs, devisces, legal representatives, SUBESINO0Rs
and assigns. However, a change or division in ownership of the land, reatals, or royalties will nct enlargs the obligations of Lesses, diminish the rights, privilezes
and estates of Lessec, impair the effectiveness of any payment made by Lessee or impair the effectiveness of any act performed by Lesses. And no change or
division in ownesship of the land, rentals, or royalties shall bind Lessez for any purpose until thirty (30) days after the owner of the scil (or his heirs, dcvsess_. legal
representatives or assigns) fumnishes the Lessee with satisfactory written evidencs of the change in ownership, including the criginal recorded muniments O_I'UU= (ora

zrtified 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 mtc.usl 8
assigned, relieve and discharge Lesses of all subsequent otligations under this lease. If this lease is assigned in its entirety as to only part of the aceage, Uge right 3“[
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 shars 0
the rental shall not affect this lease on the part of the land upon which pro rata rentals arc timely paid or tendered; however, if the assignor or assignes d?a not filea
czriified copy of such assignment in the General Land Office before the next rental paying date, the entirs lease shall terminate for failurs to pay the eatire rental due
under Paragraph 3. Every assignee shall succsed to all rights and be subject to all obligations, liabilities, and penalties owed to the Stats by the original lessee or any

pricr assignes of the lcase, 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 past 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 wers roade 1o the owner of the soil if the assignes is:

(1) anominee of the owner of the scil; ) . ) o
(2) acorporation or subsidiary in which the owner of the soil is a principal stockholder or is an employes of such a corporation or subsiciarys

(3) a parmership in which the owner of the soil is a parmer or is an employ== of such a partnership;
(4) a principal stockhelder or employes of the corporation which is the owner of the soi;
(5) a partner or employee in a partmership which is the owner of the soil;

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




(6) a fiduciary for the owner of the soil; including but not limited 10 a guardian, trustes, executor, administrator, recsiver, or conservator for th
owner of the soil; or S
(7) a family member of the owner of the soil oriclaled w tie owier of the soil by marriage, blood, or adoption. =

28. RELEASES. Under the conditions contained in this paragraph and Paragraph 29, Lessee may at any lime exccute and deliver to the owner of the soi]

and place of record a release or releases covering any portion or portions of the leased premises, and thereby surrender this lease as to such portion or pertions, and ;,c

relieved of all subsequen; obligations as to acreage surreadered. If any past of this lease is property surresdercd, the delay rental due under this lease shall be redyceq

by the proportion that the'surrendered acrzage bears to the acreags which was covered by this lease rmmediatzly prior to such surrender; bowever, 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 amy part of this lease is 2ssigned 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 instrurment cenified 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 executicn date accompanied by the prescrited filing fee. If any such
assignment is not 5o filed, the rights acquired under this lease shall be subject to forfeiture at the option of the Commissioner of the General Land Office.

30. DISCLOSURE CLAUSE. All provisions pertaining to the lease of the above-described land have been included in this instrument, including the
statement of the true consideration to be paid for the executicn of this lease 2nd the rights and duties of the partics. Any collateral agresments conceming the
development of oil and gas from the leased premises which arc not contained in this Jease render this lease valid.

31. FIDUCLARY DUTY. The owner of the soil owes the State a fiduciary duty and mu=t fully disclose any facts affecting the State's intzrest in the Jeased
premises. Whea the interssts of the owner of the soil conflict with those of the State, the owner of the soil is obligatzd to put the State's interests before his personal

interests,

32. FORFEITURE. If Lesses shall fail or refuse to make the paymeat of any sum within thirty days after it becomes due, or if Lesses or an authorized
agent should knowingly make any false return or false report concsming production or driling, or if Lessee shall fail or refuse to drill any offset well or wells in good
faith as required by law and the rules and regulations adopted by the Commissioner of the General Land Offics, or if Lesses should fail to fle reports in the manner
regquired by law or fail 1o comply with rules and regulations premulgated by the General Land OtSes, the School Land Board, or the Railroad Commissijon, or if
Lessee should refuse the proper authority access to the records pertaining o operations, or if Lesses or an anthorized agent should knowingly fail or refuse to give
cerrect informaticn to the proper authority, or knowingly fail or rzfuse to furnish the General Land Offics a correct log of any well, or if Lessee shall knowingly
violag apy of the material provisions of this lease, or if this lease is assigned and the assigament is not filed in the General Land Offics as r=quirsd by law, the rights
acqii;ud.l.l.rﬂcr this lease shall be subjecs 1o forfziture by the Commissiones, and he shall forfzit same whea sufficienatly informed of the facts which authorize 2
forfeiture, and when forfeited the arca shall again be subject to lease under the terms of the Relinquishment Act. However, nothing herein shall be construed as
waiving$fqautomatic ‘srmination of this leasz by operation of law or by reason of any special iimitation arising hereunder. Forfeitures may be set aside and this
lezse®®d afl rights therzunder reinstated before the rights of another ‘ntervene upon satisfactory evidencs to th Commissioner of the General Land Office of fiftre
complfincs with the provisions of the law and of this lease and the rules and regulations that may be adoptsd rclative hercto.

(ALY ]

e

sss '53. LIEN. In accordancs with Texas Natural Resources Code 52,136, the State shall have a first lien upen all oil and gas producsd from the area covered
by t.h.is.l.e:.wt to secure payment of all unpaid royalty and other sums of morzv that may become due uader this lease. By acssptance of this lease, Lesses granwmhe
Staloy in ad@ition to the lien provided by Texas Natural Resourcss Code 52,536 and any other applicable starutory lien, an express contactual lien on and security
intzres in all leased minerals in and exoacted from the leased premises, all procesds which may accrue to Lessee from the sale of such leased minerals, whether such
procesds age held by Lesses or by a third party, and all fixtures cn and improvements to the leased premises used in connection with the production or procassing of
suchQ #8288 mincrals in order to secure the payment of all royalties or other amounts due or Io becorze due under this lease and to secure payment of any damages or
loss that Lgssor 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
foregesd svith or without court procsedings in the manner provided in the Title 1, Chapter 9 of the Texas Business and Commercs Code. Lesses agrees that the
Commissioner may require Lessee to execute and record such instruments as may be reasonably necessary to acknowledge, artach or perfect this lien. Lesses hereby
represents that there are no prior or superior licas arising from and relating to Lesses's activities upon the above-described property or from Lessee's acquisition of
this lease. Should the Commissioner at any time detzrmine that this representation is not true, thea the Commissicner may declare this lease forfeited as provided

herein.

34. PCOLING. Lesses is hereby granted the right to peol or unitize the royalty intersst of the owner of the scil under this lease with any other leaschold
or mineral interest for the exploration, development and preduction of oil or gas or cither of them upon the same tezns as shall be approved by the School Land
Beard 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 Resourcss
Code 52.151-52.153. The owner of the soil agrees that the inclusion of this provision in this lease satisfics the exccution requirsments statzd in Texas Natural

Resources Code 52.152.

35. INDEMNITY. Lesses hereby releases and dischargzes the State of Texas aEd the owner of the soil, their officzrs, employess, parmers, agents,
contractors, subcontractors, guests, invitees, and their respective succzesors and assigns, of and from all and any acticns and causes of action of every naturs, or other
harm, including environmental harm, for which recovery of damages is sought, including, but pot limited 1o, all losses and expenses which are caused by the
activities of Lessee, its officsrs, employees, and agents arising out of, incidental to, or resulting from, the operations of or for Lesse= on the leased premises )
hereunder, or that may arise out of or be occasioned by Lesses's breach of any of the terms or provisicns of this Agreement, or by 2ny other negligzat or strictly |13b_"
act or omission of Lesses, Further, Lesses hereby agrees to be liable for, exonerats, indemnify, defend and hold harmless the State of Texas and the owner of the soil,
their officers, employess and agents, their succsssors or assigns, against any and all claims, liabilites, losses, damages, actions, personal injury (including death),

osts and expenses, or cther harm for which recovery of damages is sought, under any theory including tort, contract, or swrict liability, including attomeys’ fecs and

other legal expenses, including those related to eavironmental hazards, on the leased premises or in any way related to Lessee’s failure to comply with any and all
environmeatal laws; those arising from cr in any way relat=d to Lesses's operations or any other of L=sses's activities on the leased premises; those arising ﬁ'}:m
Lesses's use of the surfacs of the leased premises; and those that may arise out of or be occasioned by Lessee's breach of any of the terms or provisions of this
Agreement or any other act or omission of Lesses, its directers, officers, employess, parners, agents, contractors, subcontracters, guests, invitess, and their respective
succassors and assigns. Each assignee of this Agresment, or an interzst therzin, agrees to be liable for, exonerate, indemnify, defend and held harmless the State of
Texas and the owner of the soil, their oficers, employess. and agenats in the same manner provided above in connection with the activities of Lesses, its o:’!':c=="5-
employess, and agents as described above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF THE INDEMNITY OBLIGATIONS
ANDIOR LIABILITIES ASSUMED UNDER THE TERMS OF THIS AGREEMENT SHALL 3E 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 pollugion op
any environmental medium, including soil, surface waters, groundwater, sediments, and surfacs or subsurface strata, ambient air or any other eavircnmenpa) m;“ N
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 asbesigg
containing materials, explosives, toxic materials, or substances regulated as hazardous wastes, hazardous materials, hazardous substances (as the term "Hapara,
Substance” is defined in the Comprehensive Environmental Response, Compensaticn and Liability Act (CERCLA), 42 U.S.C. Sections 9601, et seq.), or toxic -
substances under any federal, state, or Jocal law or regulation (“Hazardous Materials™), except ordinary products commonly used in connection with ofl and 238
exploration and development operations and stored in the usual manner and quantities. LESSEE'S VIOLATION OF THE FOREGOING PROEIBITION

SHALL CON.

A MATERIAL BREACH AND DEFAULT HEREUNDER AND LESSEE SHALL INDEMNIFY, HOLD HARMLESS AxND

DEFEND THE STATE OF TEXXAS AND THE OWNER OF THE SOIL FROM AND AGAINST ANY CLAIMS, DAMAGES, JUDGMENTS, PE"ALTIE&
LIABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS' FEES AND COURT COSTS) CAUSED BY OR ARISING OUT OF maA
VIOLATION OF THE FOREGOING PROHIBITION OR (II) THE PRESENCE, RELEASE, OR DISPOSAL OF ANY HAZARDOUS MATERLALS ON
UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE'S OCCCUPANCY 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 LAY OR REGULATION. LESSEE SHALL IMMEDIATELY GIVE THE STATE OF
TEXAS AND THE OWNER OF THE SOIL WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS PARAGRAPH, UPON
LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY GOYERNMENTAL -
AGENCY PERTAINING TO HAZARDCUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBLIGATIONS OF LESSEE
HEREUNDER SHALL SURYIVE THE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF THIS AGREEMENT.

37. A?PLICABLE LAW. This lease is issued under the provisions of Texas Natural Resources Code 52,171 through 52,150, commonly known as the
Relinquishment Act, and other applicable starutes and amendments thereto, and if any provision in this lease does not conform to these statutes, the statutes will

prevail over any nonconforming lease provisions.

38. EXECUTION. This oil and gas lease must be signed and acknowledged by the Lesses befors it is filed of record in the county records and ia the
General Land Offics of the State of Texas. Cucs the filing requirements found in Paragraph 39 of this lease have been satisfied, the effectve date of this lease shall

be the date found on Page 1.

e ees 39. LEASE FILING. Pursuant to Chapter 9 of the Texas Business and Commercs Code, this lease must be filed of record in the offic= of the County
Clgrk jg any county in which all or any part of the leased premises is located, and czriified copics thereef must be filed in the General Land Office. This lease is not
efJgctive undl a centified copy of this lease (which is made and centified by the County Clerk from his records) is filed in the Geaeral Land Offics in accordancs with
'Ftﬁsﬁuunl Resources Code 52.133. Additionally, this lease shall not be binding upon the State unless it recites the actual and rue consideration paid or promised
for Ex.-.r.'\ftion of this lease. The bonus due the State and the prescribed filing fe< shall accompany such cestified copy to the General Land Office. "

hed for Additional Provisions

esse ¥ See Exhibit "A" Att
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. BY: Clav John=son
L]
Yesesen ~
L

5

Individually and as agent for the Statz of Texas

ot <.

STATE OF TEXAS

BY:
Individually and as agznt for the State of Texas

Date:

STATEOF TEXAS

BY:
Individually and as agent for the State of Texas

Enterprises, L.C., General Partrer of Hill Investments, "
Dare: Tax IDi

STATE OF TEXAS

BY:
Individually and as ageat for the State of Texas

Date:
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STATE OF (CORPORATION AC]CNOWLEDGMEN'I)

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

known to me 1o be the'person whose name is subscribed to the fo::egoing instrument, as of
wd acknowledged to me that be executed the same
for the purposes and consideration therein expressed, in the capacity stated, and as the act and deed of said corperatioa. 3

Given under oy hand and seal of offics this the day of ;19 -
Notary Public in and for
STATE OF > (COR.PORATION AC'.‘CNOW'LEDGMEN‘D
COUNTY OF. '

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

known to me 1o be the person whose name is subscribed 1o the foregoing instrument, as
and ack=owledgsd to me that he sxzcutzd the same
for the purposes and consideration therein expressed, in the capacity starzd, and as the act and de=d of said corporation.

Given under my hand and seal of offics this the day of > 19
. ... . .
. e
LEL Y]
San e Notary Public in and for
L]
. .I...
STATELF_ TEXAS (INDIVIDUAL ACXNOWLELGMENT)

cc;é':u:r'x:OF TON JLL}CWS:)DV\J

¢ Before me, the undersigned authcrity, pn this day personally appeared
12, “General Partner of Hill Investments, LEQ:
known towme to be the persons whose names ars subscribed to the foregoing instrumeat, and acknowledged to me that they exzcuted the same for the purposes and

considerasion therein expressed.

Given under my hand and scal of offics this the 2:5 day of % Q d# L 19 6

Alan M. Hill, President of Casody Enterprises,

Notary Public in and for_|AD Obu@m 0 ,,7)_1

(INCIYIDUAL ACKNOWLEDGMENT)

STATE OF TM&

COUNTY OF m(\d,t
Before me, the undersigned authority, on this day personally appeared, ((IPMJ Cl() M&O_h

known to me to be the ~ersons whese names ars subscribed to the foregoing instrument, and acknowledged to me that they executed the same for the purposes and

consideration thersin expressed.
Given under my hard and seal of offics this the a ? day of W % % 10 cl 8 5
Notary Putlicin and for__ £ LZXAA

B A O NI NI
§ safilugy MONICA MARLOWE

) K;’%&-}‘i‘ NOTARY PUBLIC
"3"’&\__!:::} State of Texas

L

-

§ &5 Comm. Exp. 10-30-99
cL-ww'v"wvwwwvkuvvv‘

[
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“EXHIBIT A”

Attached to and made a part of Oil and Gas Lease
‘ dated August 19, 1998 by and between Hill Investments, Ltd.,
as the owner of the soil, and Clay Johnson, as Lessee.

1. Lessee is granted the right to use existing roads on the leased premises for ingress and egress, and agrees to maintain, restore and
keep roads in usable condition so long as this lease is in force and effect.

2. Lessee shall notify the owner of the soil a minimum of 24 hours before cutting any new road, if necessary, into or on the leased
premises.

3. Lessee shall install and maintain cattle guards at every fence crossing, said cattle guards to remain upon premises as property of
the owner of the soil at the expiration of this lease.

4. It is further understood and agreed that Lessee will bury and maintain all pipelines and electrical transmission lines 18 inches
deep below the surface of the ground.
5. Lessee may use no more of the surface of the leased premises than is reasonably necessary to use for the purpose of which this
« lgase is granted, and it shall exercise all rights granted to it herein with due regard for the rights of the owners of the surface.
- & o
. 88
6,+ <¥wis further agreed that Lessee, its successors and assigns, shall not erect any buildings or houses on the leased premises and that
“on;y those structures which are reasonably necessary for production facilities or tank batteries shall be erected on the surface of
¢ the leased premises.
"-a.o'
7."Ngtwithstanding any other provisions of this lease to the contrary, it is expressly understood and agreed that Lessee will not
¥ o **mglute any water aquifers or fresh water in, upon or under the leased premises, and Lessee agrees to notify the owner of the soil
» in writing if fresh water is encountered during drilling, or if a fresh water formation is penetrated.
-
8?...1:55568 further agrees to maintain all drill sites and other portions of the surface used or occupied by Lessee, its successors or
....a$1gns free and clear of weeds and noxious vegetation and will maintain the same in a reasonable manner to prevent additional
dimage to the owner of the soil’s other land and crops.

9. Upon written demand by the owner of the soil, Lessee shall build and maintain fences around its slush, sump and drainage pits
and tank batteries to protect livestock against loss, damage or injury; and upon completion or abandonment of any well or wells,
Lessee shall fill and level off all slush pits and cellars and completely clean up the drill site of all rubbish thereon.

10. Lessee further agrees that in the event of a dry hole or production from a well which production ceases and the abandonment of
such well, or upon the abandonment of any well location, drillsite, tank battery site or roadway, the premises will be restored as
nearly as reasonably possible to its former condition at the cost and expense of the Lessee, it being the intention of the parties
hereto that the Lessee shall restore the surface to as nearly the state that it is in at the time of execution of this lease.

11. If all or any part of this lease is assigned, released, pooled or unitized, Lessee agrees to furnish the owner of the soil with a copy
of any such document.

CERTIFIED TRUE AND CORRECT COPY CERTIFICAT@
STATE OF TEXASVES FILE NO.

COUNTY OF REE . 11/5/98

The above and foregaing |51:}u}t]r5u? andi correcll ghollograph!c copy of the
nngmal record now in rny iawful custody and pnssessnon as the same is

73t XX XX
RECORDED IN THE
PUBLIC RECORDS, /5 g5

| hereby certified on

5% DIANNE O. ~GQUNTY CLERK
REEVESTOQUNTY, TEXA!
B‘L;jn—v*l—"

Virginia Palomlnopepury

True and Eorreet
copy of
Qriginal filed in
Reeves County
Clerks Office
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General Land Oflice
Relinquishmnt Act Lease Form
Kevised, Septemoer 1997

[ OIL AND GAS LEASE tyrsky

THIS AGREEMENT is made and entered into this 19 _day of AUGUSE 19 98 ' perween the Statz of Texas, acting by and through its
irgi £ J; Robert Hill and Jom A. Stesky. (o-Trustees of the Houston apd B

m-._VLm'aGlﬁem, i1l Iattimore
H Lnia

200 Throckmorton, Sui rth, Texa s said ageat
(Give Permanent Address) . ”
herein referred 1o as the owner of the soil (whether one or more), and Clay Johnson
203 W.- Wall, Suite 800 of
Midland. Texas 79701
(Give Permanent Address)
hereinafter called Lesses.

1. GRANTING CLAUSE. For and in consideration of the amounts stated below and of the covenants and agreements to be paid, kept and performed by
Lessee under this lease, the State of Texas acting by and through the owner of the soil, 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 staticns, telephone lines and other structures
thercon, to produce, save, take care of, treat and transport said products of the lease, the following lands situated in Reeves County, State
of Texas, to-wits :

The N/315 acres of the S/560 acres of Section 44, Block 56,
Public School Land Survey.

containing___ 315 acres, more or less. The bonus consideration paid for this lease is as follows:

T To the State of Texas:_Three Thousand Nine Hundred Thirty-seven and 50/100
* )

Yo sa Dollars (5__3,937.50

ot To the owner of the soil: _Three Thousand Nine Hundred Thirty-seven and 50/100

: Dollars (S__3,937. 50 ) .
LT Total bonus consideration: __Seven Thousand Eight Hundred:Seventy-five and No/100-————————-
"". Dollars (S___7,875.00 =)

Th:’ﬁ:;] .binus consideration paid represents a bonus of Fi fty and NO/l e e et
. Dollars (§ 50.00 ) peracre,on 157,05 netactes.
.

e TERM. Subject to the other provisions in this lease, this lease shall be foratemof__Five (5) years prEle

(hegzsjn §3%d "primary term”) and as long thereafter as oil and gas, or either of them, is produced in paying quantitics from said land.
As used inthis lease, the term "produced in paying quantities® means that the receipts from the sale or other authorized commercial use of the substance(s) coversd

exceed out of pocket operational expenses for the six months last past.

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

Anniversary Date Delay Rental per Acre
First $ 1.00
Second $ 100
Third $16.67
Fourth $16.67

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




4. PRODUCTION ROYALTIES. Upen production of vil and/or gas, Lessce 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
16 part of the gross production or the market value thereof, at the option of the owner of the soil or the Commissioner of the

General Land Office, such value to be determined by 1) the highest posted price, plus premium, if any, offered or paid for oil, condensate, distillate, or other liquid
hydrocarbons, respectively, of a like type and gravity in the genesal 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 procecds 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 requirement that such gas be run
through a separator or other equipment may be waived in writing by the royalty owners upon such terms and conditions as they prescribe.

(B) NON PROCESSED GAS. Royalty on any gas (including flared gas), which is defined as all hydrocarbons and gaseous substances not defined
as oil in subparagraph (A) above, produced from any well on said land (except as provided herein with respect to gas processed in a plant for the extraction of
gasoline, liquid hydrocarbons or other products) shall be 3/16 part of the gross production or the market value thereof, at the option of the
owner of the soil or the Commissioner of the General Land Office, such valuc to be based on the highest market price paid or offered for gas of comperable quality in
the general area where produced and when run, or the gross price paid or offercd 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 (50)
degrees Fahrenheit, correction to be made for pressure according to Boyle's Law, and for specific gravity according to tests made by the Balance Method or by the

most approved method of testing being used by the industry at the time of testing.

© PROCESSED GAS. Royalty on any gas processed in a gasoline plant or other plant for the recovery of gasoline or other liquid hydrocarbons

shall be 3/16 part of the residue gas and the liquid hydrocarbons extracted or the market value thereof, at the option of the
owner of the soil or the Comr issioner of the General Land Office. All royalties due herzin shall be based on 01 hundred percent (100%) of the total plant
production of residue gas attributable to gas produced frows 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 4 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 agresmeat 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 detzrmined 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 payabie under this paragraph be less than the royalties which would have been due had the gas not
bcgmgmgss:d.

. a8

sses (D) OTHER PRODUCTS. Royalty on carbon black, sulphur or any other products produced or manufactured from gas (excepting liquid hydrocartons)
whtyhe? sdid gas be “casinghead,” *dry,” or any other gas, by fractionai'r , burning or any other processing shall be 3/16 par$of the
gross production of such products, or the market value thereof, ar the opiion of the owner of the soil or the Commissicner of the General Land Office, such market
valug Jq pe 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
basty g{ th® average gross sale price of each product for the same month in which such products are produced; whichever is the greater. -

‘:00055. MINIMUM ROYALTY. During any year after the expiration of the primary term of this lease, if this lease is maintained by production, the royalties
paid under this lease in no event shall be less than an amount equal to the total annual delay rental herein provided; otherwise, there shail be due and payable on or
before the last day of the month succeeding the anniversary date of this lease a sum equal 1o the total annual rental less the amount of royalties paid during the

pressding year. HePereprephrmef-thirtemedeernotapesiira-delay-renial-amouni-thea. for the purposes of this paragraph, the delay rental amount shall be one

dolidr (51.90) per acre.
-

sseeee
= %. ROYALTY IN KIND. Notwithstanding any other provision in this lease, at any time or from time to time, the owner of the soil or the Commissioner

of the General Land Office may, at the option of cither, upon not less than sixty (60) days notice to the holder of the lease, require that the payment of any myalties.
accruing to such royalty owner under this lease be made in kind. The owner of the s0il's or the Commissioner of the General Land Office's right to take its mya.lt‘y in
kind shall not diminish or negate the owner of the soil's or the Commissioner of the General Land Office's rights or Lessee's obligations, whether express or implied,

under this lease.

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

8. PLANT FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as may represent this lease's proportionate share of any fucl 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 thf soil
and the Commissioner of the General Land Office, Lesses may recycle gas for gas lift purposes on the leased premises or for injection into any oil or gas producing
formation underlying the leased premises after the liquid hydrocarbons contained in the gas have 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 [ease.,

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

Payment of royalty on production of oil and gas shall be as provided in the rules set forth in the Texas Register. Rules currently provide that 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 . Sth day of the second month succeeding the month of production, accompanicd by the affidavit of the
owmer, manager or other autherized 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, dispesition



-7 .
- and market value including gas meter readings, pipeline receipts, gas line reccipts and other checks or memoranda of amount produced and put into pipelines,

or pools and gas lines or gas storage, and any other reports or records which the General Land Office may require to verify the gross production, 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 shal] be
accompanicd by a check stub, schedule, summary or other remittance advice showing by the assigned General Land Office lease number the amount ofmyﬂr’ bei
paid on each lease. If Lessce 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 o
525.00, whichever is greater. A royalty payment which is over thirty (30) days late shall accruc a penalty of 10% of the royalty due or $25.00 whichever is greater
In addition 10 a penalty, royalties shall acerue interest at a rate of 12% per year; such interest will begin aczruing when the royalty is sixty (60) days overdye., }
AfTidavits and supponting documents which are not filed when due shall incur a penalty in an amount set by the General Land Offics administrative rule which is
effective on the datz whén the affidavits or supporting documents were due. The Lesses shall bear all responsibility for paying or causing royalties to be paid as
prescribed by the due datz provided hersin. Payment of the delinquency penalty shall in no way operate to prohibit the State's right of forfeiture as provideq by law
1O act 1o postpone the date on which royalties were originally due. The above penalty provisions shall not apply in cases of title disputz as 10 the State’s portion of
the royalty or to that portica of the royalty in dispute as to fair market valuz. . :

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

examination by the Commissicner of the General Land Cffics, the Attormey General, the Govemncr, or the representative of amy of them.

(B) PERMITS, DRILLING RECORDS. Writen notice of all operations oa this leass shall be submittzed to the Commissioner of the Genera)
Land Offics by Lessee or operator five (5) days before spud date, workover, re<atry, temporary abandonment or plug and abandenment of any well or wells. Such
written notics to the General Land Office shall include copics of Railroad Commission forms for application to drill. Copies of weil tests, completion reports and
plugging reports shall be supplied to the General Land Offics at the time they are filed with the Texas Railroad Commission. All applications, per:aits, reports or
other filings that referencs this lease or any specific well on the leased premises and that are subminzd to the Texas Railroad Commission or any other govemnmental
agency shall include the word "State” in the title. Additionally, in accordance with Railroad Commission rules, any signage on the leased premises for the purpose of
identifying wells, tank baneries or other associated improvements to the Jand must also includs the word *Statz.® Lessec shall supply the General Land Office with
any records, memoranda, acsounts, reports, cuttings and cores, or other information relative to the operation of the above-described premises, which may be
requestsd by the General Land Office, in addition to those herein expressly provided for. Lesses shall have an electrical and/or radioactivity survey made on the
bore-hole section, from the base of the surfacs casing to the total depth of well, of all wells drilled oo the above described premises and shall ransmit a true copy of
the log of each survey on cach well to the General Land Office within fifteen (15) days after the making of said survey.

(C) PENALTIES. Lesses shall incur a penalty whenever reports, documents or other materials are not filed in the Geaeral Land Offics when
due. The penalty for late filing shall be set by the General Land Offics administrative rule which is effective on the date when the matesials were due in the 95”‘”‘1
A

Land Offics.

«*¢"* ¢ 11. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. I£, during the primary term hereof and prior to discovery and production
of dMl &'gas on said land, Lesses should drill a dry hole or holes thereon, or if during the primary term hereof and after the discovery and actual production af gil or
g2 P EN dhe leased premises such production thereof should cease ffom any cause, this lease shall sot terminate if on or before the expiration of sixty (60) da'y’s Fom
dat® 8f cdmpletion of said dry hole cr cessation of production Lesses commences additional drilling or reworking operations thereon, or pays or tenders the next
annulll delay rental in the same manner as provided in this lease. If, during the last year of the primary term or within sixty (60) days prior thereto, adry hole be
copwlesd and abandoned, or the production of oil or gas should cease for any cause, Lesses's rights shall remain in full forcs and effect without further opc.?ﬁoni
untid eeesexpiration of the primary term; and if Lessee has not resumed production in paying quantities at the expiration of the primary term, Lesses may maihthin this
lc%sc.b .?nduc:ing additional drilling or reworking operations pursuant to Paragraph 13, using the expiraticn of the primary term as the date of cessation of
pmauc om under Paragraph 13. Should the first well or any subsequent well drilled on the above described land be completed as a shut-in oil or gas well within the
primary term hereof, Lessce may resume payment of the annual reotal in the same manaer as previded herein on or before the reatal paying datz following the
expiration, of sixty (60) days from the date of comgletion of such shut-in oil or gas well and upon the failure to maks such payment, this lease shall ipso facto
teHMAAT If at the expiration of the primary term or any time thereafter a shut-in oil or gas well is located on the leased premises, payments may be made in

accordangg with the shut-in provisions hersof
sesnee

‘12 BRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. If, at the expiration of the primary term, neither oil nor gas is being
preducad on said land, but Lessze is then engaged in drilling or reworking operations thereon, this lease shall remain in fores so long as operations on said well or for
drilling or reworking of any additional well ars prosecuted in good fith and in workmanliks 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 therzafter as oil and/or gas is producsd in paying quantitics from said land, or

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

13. CESSATION, DRILLING, AND REWORKING. If, after the expiration of the primary term, production of oil or gas Som the leased premises, after
oncs obtained, should csase Som any cause, this lease shall not terminate if Lessee commencss additional drilling or reworking operations within sixty (60) days
after such cessation, and this leass shall remain in full force and effect for so long as such operations continue in gocd faith and in workmanliks 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
cfTect for so long as oil or gas is produced from the leased premises in paying quantities cr payment of shut-in cil or gas well royalties or payment of compensatory
royalties is made as provided her=in or as provided by law. If the drilling or reworking operations result in the completion of a well as a dry hole, the leass »ill not
terminate if the Lesses commencss additional drilling or reworking operations within sixty (60) days after the completion of the we!l as a dry hole, and this lease
shall remain in effect 50 long as Lessez continues drilling or reworking operations in good faith and in a workmanlike manner without interruptions totaling more
than sixry (60) days. Lessce shall give writien notics to the General Land Offics within thirty (30) days of any cessation of producticn

14. SHUT-IN ROYALTIES. For purposes of this paragraph, "well® means an well that has bezn assigned a we!ll number by the state agency haViﬂ_B
Jurisdiction over the preducticn of oil and gas. If, at any time after the expiration of the primary temm of a lease that, until being shut in, was being maintained L,
force and effect, a well capable of preducing oil or gas in paying quantities is locatzd on the leased premises, but oil or gas is not being preducsd for lack of suitatle
production facilities or Jack of a suitable market, thea Lesses may pay as a shut-in oil or gas royalty an amount equal to deuble the annual rental provided in the
lease, but not less thaa 51,200 a year for each well capablz of producing oil or gas in paying quantities. e veeT s Thxyres
armeemiethren for the purposcs of this paragraph, the delay reatal amount shall be one dellar (51.C0) per acre. To be effective, each initial shut-in oil or gas reyalty



.
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must be paid on or before: (1) the expiration of the primary term, (2) 60 days after the Lessee ceases to produce oil or gas from the leased premises, or (3) 60 da
after Lessee completes a drilling or reworking operation in accordance with the lease provisions; whichever date is latest. Such payment shall be made °“°'*“Jg(!1/2 !
to the Commissioner of the General Land Cffice and one-half (1/2) to the owner of the scil. If the shut-in oil or gas royalty is paid, the lease shall be considered 1o b‘): 5
a producing lease and the payment shall extend the term of the lease for a pericd of one year from the end of the primary term, or from the first day of the month
following the month in which production ceased, and, after that, if no suitable production facilities or suitable market for the oil or gas exists, Lesses may extend the
lease for four more suceessive 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 paymeant of the shut-in oil or gas royalty, oil or gas is sold and
delivered in paying quantities fom a well Jocated within one thousand (1,000) feet of the leased premises and completzd in the same producing reservolr, or in ay
caze in which drainage is cccurring, the right to continue to maintain the lease by paying the shut-in oil of gas royalty shall cease, but the lease shall remain effectiye.
for the remainder of the year for which the royalty has been paid. The Lesses may maintain the lease for four more sucsessive years by Lesses paying compensate, ’
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 i
reservoir and within one thousand (1,000) feet of the leased premises. The compensatory royaity is to be paid monthly, one-half (1/2) to the Commissioner of the
General Land Office and one-half (1/2) to the owner of the soil, beginning on or before the last day of the month following the month in which the oil or gasis
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 pericd is in an amount less than the annual shut-in oil or gas royalty, Lesses shall pay an amount equal to the
difference within thirty (30) days from the end of the 12-month peried. Compeasatory royalty payments which are not timely paid will accrue penalty and interest [n '
accordance with Paragraph 9 of this lease. None of these provisions will relieve Lessee of the obligation of reasonable development nor the obligation to dril] offset
wells as provided in Texas Natural Rescurces 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
becn completsd on the leased premises, Lesses hall excrcise the dili - <~ce of a reasonably prudent operator in drilling such additional well or wells as may be
reasonably necsssary for the proper development of the leased premis-: and in marketing the production thereon.

(A) VERTICAL. In the cvent this leasc is in force and effect two (2) years after the exriration date of the primary or exteaded term it shall then terminate
as 1o all of the leased premises, EXXCEFT (1) 40 acres surrounding each oil well capable of producing in paying quantities and 320 acres surrounding ¢ach gas well
capable of producing in paying quantities (including a shut-in oil or gas well as provided in Paragraph 14 hereof), or 2 well upon which Lesses is then engaged in
continuous drilling or reworking operations, cr (2) the number of acres included in a producing pocled unit pursuant to Texas Natural Resources Code  52.151-
52.153, or (3) such greatsr 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 regulaticns of the Railroad Commissicn of Texas, or amy successer ageacy, or other governmestal authority having jurisdiction. If at any time after the effective
date of the partial termination provisions hereof, the applicable field rules are changed or the well or wells located thereon are reclassified so that less acreage is
thereafler allocated to said well or wells for production purposes, this lease shall thereupon terminate as to all acrsage not thereafter allocated to said well or wells for
production purposes. Nerwithstanding the termination of this lease as to a portion of the lands covered hereby, Lesses shall nevertheless continue to have the right of
ingr:ss.u: and egress fom the lands still subject to this lease for all purpeses described in Paragraph 1 hereof, together with easements and rights-of-way for cxisting
£xising pipelines and other existing facilities on, over and across all the lands described in Paragraph 1 hereof ("the remined lands®), for access to and from the

roadie
i

retathed Tands and for the gathering or transportation of oil, gas <rd other minerals preducsd from the remined lands.

aeee

L] . .

®* &B) HCRIZONTAL. In the event this lease is in forcs and effect two (2) years after the expiration datz of the primary or exiended term it shall further
termimate as to all depths below 100 fect below the total depth drilled (hercinafter "dezper depths™) in each well located on acreage retained in Paragraph 16 (A)
ai:c;::,m]’css on or befere two (2) years after the primary or extended term Lesses pays an-amount equal to one-half (1/2) of the bonus originally paid as ‘
considesation for this lease (as specified on page 1 hereof). If such amount is paid, this lease shall be in force and effect as to such decper depths, and said |
terminatios shall be delayed for an additional period of two (2) years and so long thereafter as oil or gas is preduced in paying quantities from such desper depths

coVe 3 M othis leass.

L

{C) IDENTIFICATION AND FILING. The surface acreage retained hersunder as to each well shall, as nearly as practical, be in the form of a square with
the sact1%8gaicd 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
l:n'nina.liorkohhis lease as provided herein, Lesses shall execute and record a release or releases corctaining a satisfactory legal description of the acreage and/or
depaiwemot getained hercunder. The recorded release, or a certified copy of same, shall be filed in the General Land Office, aczompanied by the filing fee prescribed
by the General Land Office rules in eJect on the date the release is filed. If Lesses fails or refuses to exzcute and record such release or releases within ninety (90)
days after being requested to do so by the General Land Office, then the Commissicner at his sole discretion may designate by written instrument the acreags and/or
depths 1o be released hersunder and record such instrument at Lesses's expense in the county or counties where the lease is lccated and in the official records of the

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

17. OFFSET WELLS. Neither the bonus, delay rentals, nor royalties paid, or to be paid, under this lease shall relieve Lesses of his obligation to protect
the oil and gas under the above-described land from being drained. Lessze, sublesses, recsiver or cther agent in control of the leased premises shall driil as many
wells as the facts may justify and shall use appropriate means and drill 1o a depth necessary to prevent undue drainage of oil and gas from the leased premises. In
addition, if oil and/or gas should be producsd in commercial quantities within 1,000 fect of the leased premises, or in any case where the leased premises is being
drained by production of cil or gas, the Lesses, sublesses, receiver or other agent in control of the leased premises shall in good faith begin the drilling of a well or
wells upon the leased premises within 100 days aster the draining well or wells or the well or wells completed within 1,000 fe<t of the lcased premises stant preducing
in commercial quantities and shall prosecute such drilling with diligencs. 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 stanutory parameters satisfy the obligation to drill an offset well or wells required under this paragraph.

18. FORCE MAJEURE. If, afzr a good faith effort, Lesses is prevented from complying with any express or implied covenant of this lease, from
cenducting drilling operations on the leased premises, or fom producing oil or gas from the leased premises by reasen of war, rebellion, riots, strikss, 2¢5 of God, -
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 leasc shall be extended while Lesses is preventzd, by any such cause,
from conducting drilling and reworking operations or from producing cil or gas from the leased premises. However, nothing in this paragraph shall :u:pﬂ{d the
payment of delay reatals in order to maintain this lease in effect during the primary term in the abszsace of such drilling or rewoerking operations or procuction of oil

True and Correct

or gas.
T
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19. WARRANTY CLAUSE. The owner of the soil warrants and agrees to defend title to the leased premises. If the owner of the soil defaults in
payments owed on the lcased premises, then Lessee may redeem the rights of the owner of the soil in the leased premises by paying any mortgage, taxes or other Jj
on the leased premises. If Lessee makes payments on bebalf of the owner of the soil under this paragraph, Lesses may recaver the cost of these Payments ﬁOmE:hclens

rental and royalties due the owner of the soil.

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the s0il owns less than the entire undivided surface estate in the above
described land, whether or not Lesses's interest is specified herein, then the royalties and rental herein provided to be paid 1o the owner of the soil shal] be paid o him
in the proportion which bis 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 tAe State of Texas shall be likewise proportionately reduced. However, before Lesses adjusts the royalty or reatal due to the Commissioner of
the General Land Office, Lessce or his authorized represeatative 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 Commissicner of the Genera) Ezna
Cffics shall be paid the value of the whole production allocable to any undivided intsrest not coversd by a lease, less the proporticnate development and production
cast allocable 10 such undivided interest. However, in no event shall the Commissioner of the General Land Office recsive as a royalty on the gross production
allccable 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 peoled unit that has bezn approved by the School Land Board and the owner of the soil in accordance with Natural Resources Code Sections 52.151-52.184, 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 hercunder shall be reduced according to the number of acres pooled, released, surrendered, or otherwise severed, <o thar
payments determined on a per acre basis under the terms of this lease during the primary term shall be calculated based upca the number of acres outside the,
boundaries of a pocled unit, cr, if after the expiration of the primary lerm, the number of acres actually retained and cover=d by this lease.

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

without the prior consent of the owner of the soil.

22. AUTHORIZED DAMAGES. Lesses shall pay the owner of the soil for damages caused by its operations to all personal property, improvements,

livestock and crops on said land.
23. PIPELINE DEPTH. When requested by the owner of the soil, Lesses shall bury its pipelines below plow depth.

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

25. POLLUTION. In develcping this area, Lessee shall use the highest degree of cars and all proper safeguards to prevent pollution. Without l'm;.iﬁ\ng the
foregoing, polluticn of coastal wetlands, natural waterways, rivers and impounded water shall be prevented by the use of containment facilires sufficient to prevent
spillgg= #e2page or ground watsr contamination. In the event of pollution, Lessce shall use all means at its disposal to recapture all escaped hydrocarbons er other
poltyfyatd shall be responsibvie for all damage to public and private properties.. Lessee shall build and maintain fences around its slush, sump, and drainagg pits .
and fapk batteries 50 as to protect livestock against loss, damage or injury; and upon completion or abandonment of any well or wells, Lesses shall fill and level all
sl i®s fnd csilars and completely clean up the drilling site of all rubbish thereon. Lessee shail, while conducting operations cn the leased premises, keep said
premises fez of all rubbish, caas, bottles, paper cups or garbage, and upen completion of operations shall restore the surfacs of the land 1o as acar its original
condit.l.o.n.and contours as is practicable. Tanks and equipment will be kept painted and preseatable. s

- L] i
*#*%25. REMOVAL OF EQUIPMENT. Subject to limitations in this paragraph, Lesses shall have the right to remove machinery and fixtures placsd by
Lesseaan@e 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®unles® the owner of the soil grants Lesses an extension of this 120-day period. Eowever, Lesses may aot remmove casing from any well capable of producing oil
and za® in paying quantities. Additionally, Lsssee may not draw and remove casing until after thirty (30) days writtes notics to the Commissioner of the General
Land Officg and to the owner of the soil. The owner of the scil shall become the owner of any machinery, fixtures, or casing which arz nct timely removed by Lesses

uncemthe tarms of this paragraph.

L

*3%°°27. (A) ASSIGNMENTS. Under the conditions contained in this paragraph and Paragraph 29 of this leass, the rights and estates of either party to this
lease may be assigned, in whole or in part, and the provisions of this lease shall extead to and be binding upon their heirs, devisees, legal representatives, successors
and assigns. However, a change or division in ownership of the land, reatals, or royalties will oot enlargs the obligations of Lesses, diminish the rights, privilezes
and estates of Lessee, impair the effectiveness of any payment made by Lasses or impair the effectiveness of any act performmed by Lesses. And no change or
division in ownesship of the land, rentals, or royalties shall bind Lesses for any purpose until thirty (30) days after the owner of the soil (or his heirs, devisees, legal
representatives or assigns) furnishes the Lasses with satisfactory written evidencs of the change in ownership, including the original recorded muniments of title (or 2
certified copy of such criginal) when the ownership changed because of a conveyance. A total or partial assignment of this lease shall, to the extent of the int:'.'c.st
assigned, relieve and discharge Lessee of all subsequent obligations under this lease. If this lease is assigned in its entirety as to only part of the acreage, the right and
option to pay rentals shall be apportioned as between the several owners ratably, according to the arca of each, and failure by one or more of them to pay his share of
the rental shall not affect this lease on the part of the land upon which pro rata rentals are timely paid or tendered; however, if the assignor er assignee does not filea
certified copy of such assignment in the General Land Offics before the next rental paying date, the entire lease shall terminate for failure to pay the entire rental due
under Paragraph 3. Every assignes shall succesd to all rights and be subject to all obligations, liabilities, and penalties owed to the Stats by the original lessee or any

pricr assignes of the lease, including any liabilitics to the Statz for unpaid royalties.

(B) ASSIGNMENT LIMITATION. Notwithstanding any provision in Paragraph 27(2), if the owner of the soil acquires this lease in whole or in part BY
assignment without the prior writtzn approval of the Commissioner of the General Land Office, this lease is void as of the time of assignment and the agency powes?

of the owner may be forfeited by the Commissioner. An assignment will be treatzd as if it were made 10 the owner of the soil if the assignes is:

(1) anominee of the owner of the scil; ) R
(2) a corporation or subsidiary in which the owner of the soil is a principal steckholder or is an mployes of such a corporation or subsidiary:

(3) a parmership in which the owner of the soil is a partmc - or is an employ== of such a parmership;
(4) a principal stockholder or employes of the corperaticn which is the owner of the sail;

(5) a partner or employee in a parmership which is the owner of the soil; True and Correet
copy of
Original filed in
Reeves County
Clarks Office




(6) a fiduciary for the owner of the soil; including but not limited 1o a guardian, trustee, executor, adminiszator, receiver, or conservator for the

owner of the soil; or
(7) a family member of the owner of the s0il or related to the owner of the soil by marriage, blood, or adoption.

28. RELEASES. Under the conditions contained in this paragraph and Paragraph 29, Lessce may at any lime execute and deliver 1o the owner of the soil
and place of record a release or releases covering any portion or portions of the leased premises, and thereby surrender this lease as to such portion or portions, and ;>e
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 e reduced
by the proportion that the surrendered acreage bears to the acreage which was covered by this leace imediatzly prior to such surrender; however, such release will
not relieve Lessee of ahy liabilities which may have accrued under this lease pricr to the surrender of such acreage. ;

29. FILIM5 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 recerded instrument certified by the County Clerk of the county in which the
instrument is recorded, must be filed in the General Land Offics within 50 days of the last execution date accompanied by the prescribed filing fee. If any such
assignment Is not 5o filed, the rights acquired under this lease shall be subject to forfeiture at the option of the Commissioner of the General Land Office.

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

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

interests.

32. FORFEITURE. If Lesses shall fail or refuse to make the payment of any sum within thirty days after it becomes due, or if Lesses or an autherized
agent should knowingly make any false return or false rez+ - conceming productioa or drilling, o if Lessee shall fail or refuse to drill any offset well or wells in zood
faith as required by law and the rules and regulations adc; ! by the Commissioner of the General Land Office, or if Lesse= sheuld fail to file reports in the manner
required by law or fail to comply with rules and regulations ;romulgated by the General Land Offics, the School Land Beard, or the Railroad Commission, or if
Lesses should refuse the proper authority aczess to the records pertaining to operations, or if Lessee or an authorized agent should knowingly fail or fefuse to give
correct information to the proper authority, or knowingly fail or refuse to furnish the General Land Offics a correct log of any well, or if Lesses shall knowingly
violate any of the material provisicns of this lease, or if this leasc 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 forfeinure by the Commissioner, and he shall forfeit same when sufficiently informed of the facts which authorize 2
forfeiture, and when forfeited the area shall again be subject o lease under the terms of the Relinguishment Act. However, nothing herein shall be construed as
waiving the automatic termination of this Jease by operatic*  <w 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 «. .. _iher intervene upon satisfactory evideacs io thz “smmissioner of the General Land Office of future |
ccmpliance with the provisions of the law and of this lease and the rules and regulations that may be acdopted relative hersto.

e ee 33. LIEN. In accordancs with Texas Natural Resourcss Code 52.136, the State shall have a first lien upon all oil and gas producsd from the area covered
b® 385 e to sccure payment of =i unpaid royalty and other sums of money that may become due under thic lease. By ac~ 'nce of this lease, Lessee grants the
Styts.44 addition to the lien provided by Texas Narural Rescurces Code 52.136 and any other agplicable starutcry liea, an 2:: -+2:3 contractual lien on and security ™
img7z% i§ all leased minerals in and exwscizd fom the leased premises, all proceeds which may accrue to Lessee from the sale of such leased minerals, whether such
procgeds are held by Lessee or by a third party, and all fixtures on and improvements to the leased premises used in connection with the production or processing of
such leased minerals in crder 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 Tat kessor may suffzr by reason of Lessee's breach of any covenant or condition of this lease, whether exgress or implied. This lien and security interest may be'
for3s2d with or without court proceedings in the manner provided in the Title 1, Chapter 9 of the Texas Business and Commercs Code. Lesses agrees that the
Cowwnisstoner may require Lessee to execute and record such instruments as may be reasonably necessary to acknowledge, antach or perfect this lien. Lesses hereby
replesentd that there are no prior or superior liens arising from and relating to Lesses's activities upon the above-described property or from Lesses's acquisition of
this Rase. Should the Commissicner at any time determine that this representation is not true, then the Commissicner may declars this lease forfeited as provided
hySiPees

L] L]

."..:34. POCLING. Lesses is hersby granted the right to pool or unitize the royalty interest of the owner of the soil under this lcase with any other leasehold

or mincrabinterest for the exploration, development and production of oil or gas or cither of them upon the same terms as shall be approved by the School Land

Board and the Commissioner of the General Land Office for the pooling or unitizing of the intersst of the State under this lease pursuant to Texas Natural Resources
Code 52.151-52.153. The owner of the soil agrees that the inclusion of this provisicn in this lease satisfies the execution requirements stated in Texas Natural

Resources Code 52.152.

35. INDEMNITY. Lesses hereby releases and discharges the State of Texas aEd the owner of the soil, their officers, employees, parmers, agents,
contractors, subcontractors, guests, invitess, and their respective successors and assigns, of and from all and any actions and causes of action of every nature, or other
harm, including environmental harm, for which recovery of damages is sought, including, but oot limited to, all losses and expecases which are caused by the
activitics of Lessee, its officers, employees, and ageats arising out of, incidental to, or resulting from, the operations of or for Lesses on the leased premises ;
hersunder, or that may arise out of or be occasioned by Lesses's breach of any of the terms or provisions of this Agreement, or by any other negligeat or strictly Iaab_le
act or omission of Lesses. Further, Lesses hereby agress 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 sxpenses, 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 relatsd to environmental hazards, on the leased premises or in any way related to Lessee's failure to comply with any and all
cavironmental laws; those arising from or in any way related to Lessee's operations cr any other of Lesses's activities on the leased premises; those arising from
Lesses's use of the surfacs of the leased premises; and those that may arise out of or be oczasioned by Lesses’s breach of any of the terms or provisicns of this
Agreement or any other act or omission of Lessee, its directors, officers, employess, partners, ageats, contractors, subcontraciors, guests, invitees, and their respecive
successors and assigns. Each assignee of this Agrezment, or an interest therein, agress o be liable for, exonerate, indemnify, defend and hold harmless the Statz of
Texas and the owner of the soil, their officsrs, employecs, and agents in the same manner provided above in connection with the activities of Lesses, its oﬁEC:ré
employess, and agents as described above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF THE INDEMNITY OBLIGATICNS
ANDI\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.



.‘j

36. ENVIRONMENTAL HAZARDS. Lesses shall use the highest degree of care and all reasonable safeguards to prevent contamination or pollutic '
any environmental medium, including soil, surface waters, groundwater, sediments, and surfacs or subsurface strata, ambient air or any other eavircnment) med'} i
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 um
contuning materials, explosives, toxic materials, or substances regulated as hazardous wastes, hazardous materials, hazardous substances (as the term "Hayy; &
Substance™ is defined in the Comprehensive Environmental Response, Compensazion and Liability Act (CERCLA), 42 U.S.C. Sections 9601, €t 52q.), or toxic =
substances under any federal, state, or local law or regulation (“Hazardous Materials™), except ordinary products commonly used in connection with oi] and gas
exploration and development operations and stored in the usual manner and quantities. LESSEE'S YIOLATION OF THE FOREGOING FROHIBITION
SHALL CONSTITU!‘QA 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 CLAINMS, DAMAGES, JUDGMENTS, PENAI.‘nES'
LIABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS' FEES AND COURT COSTS) CAUSED BY OR ARISING OUT OF ma
VYIOLATION OF THE FOREGOING PROHIBITION OR (II) THE PRESENCE, RELEASE, OR DISPOSAL OF ANY HAZARDOUS MATERIALS ON
UNDER. OR ABOUT THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OR CONTROL OF THE LEASED PREMISES. LESSEE 3}1,.\1_1_'
CLEAN U?, REMOVE, REMEDY AND REPAIR ANY SOIL OR GROUND WATER CONTAMNATION AND DAMAGE CAUSED BY THE
PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER. OR ABOUT THE LEASED PREMISES DURING LESSZE’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 UNDERTAXEN
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 OBLIGATICNS 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 stanstes and amendments thereto, and if iny provision in this lease does not conform to these statutes, the stanutes will
prevail over amy nonconforming lease provisions.

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

be the daze found on Page 1. '

39. LEASE FILING. Pursuant o Chapter 9 of the Texas Business and Commercs Code, this lease must be filed of record in the offics of the County
Clerk in any county in which all or any part of the leased premises is located, and certified copies thereof must be filed in the General Land Offics. This lease is not
cffective undl a cenified copy of this leass (which is made and centified by the County Clerk fom his records) is filed in the Genenal Land Officz in accordancs with
Texas Natural Resources Code 52.133. Additionally, this lease shall not be binding upen the State unless it recites the actual and tue consideration paid or promised
for execution of this lease. The benus due the Stats and the prescrited filing fes shall accompany such centified copy to the General Land Offics. 4

'f':s.ee Exhibit "A" atta%o%nal lease provisions.
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STATE OF TEXAS
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d ot for the S T Individually and =nt for the State of Texas
froinia/Glenm Fi1l Iattimore, Individmlly and as Co-Trustee of the Houston and B Hill Trust Estate
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STATE OF TEXAS STATE OF TEXAS

BY:QM Ra&u.‘;\'( l:-b(

BY:
Individually and as agent for the State ogcxa.s

as o-Trustee of the Houston and Fimma

Dmc: Ilﬁi‘#
STATE OF TEXAS Q ’\&/\
By:_J q\j: _
Jom A. Stg%m—mmof&}e%tma:ﬁ Frra Hill Trust Estate
¥ Sy ,
Date: 9 7o« G
//f_*s True and Correct
)
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‘:) copy of
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STATE OF

Towus

COUNTY OF

Miclond

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

known to me o be the pgen whose name is subscribed to the fo&goin; instrurnent, a2

—

and acknowledged 1o me that he executed

‘hﬁhme';

forthepurpossandmnsxdamanmaemWihﬁcaputysmimdulhcac:mddwdofmdmrpcm

Given under oy hand and seal of office this the Z% day of

‘n .. e
§ FafifueN MONICA MARLOWE
:'@ NOTARY PUBLIC.
STATE OF TEXAS § \w State of Texas
T vee. 1%
COUNTY OF TARRANT : W-:,-- .C Sinkis .E.x.p. 19-.3?-.9?“

A

VN

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

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

the Houston and Emma Hill Trust Estate

'Notary Public in and for

20—

(SRBEQRATION ACKNOWLEDGMENT)

John A, Shzfslcy

of

Co-Trustes

and acknowledged to me that he executed the same

fer the purposes and consideration thersin expressed, in the capacity stazed, and as the act and de=d of :aid XMuaigan. trust.

Given under my hand and szal of offics this the

Al

lllthdayo{ Sep

.a:.tlUL D. RICHARDS
[iztary Public, State of Texas

-

i# Commission Expires June 23200\

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

tember 198 g s

Notary Publicinand &r__1@rrant County, Texas

(INDIVIDUAL ACKNOWLEDGMENT)

gusess Co-Trustee of the Houston and Fmma Hill Trust Fstate

ly

known amme 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

cans:dcnnou therein expressed.
. . LL A

day of

~—~ September

,19.98

« Given under my hand and seal of office this the 14th
wgeest SHEILAD. RICHARDS
Iatary Public, State of Texz
-:...E mmmmmmwmlmﬂ'@o\
STATEOF
COUNTY OF TARRANT

Before me, the undersigned authority, on this day perscna]ly appearzsd
f the Houston and Emma Hill

Co-

Notary Public in and for

Tarrant Bounty, Texas

(INDIVIDUAL ACXNOWLEDCMENT)

James Robert Hill, Indiviaually and as

k0wn to me to be the persons whose names ars subscribed (o the foregeoing instument, and acknowledged to me that they executed the same for the purposss and

consideration therein expressed.

Given under my hand and seal of offic= this the

11ER
SHEILA D. RICHARDS
HNatary Public, State of Texas
i Commission Expires June IO 0 \

19 98 2

F—

day of

. September

Neuary Putlic in and for

Tarrant County, Texas

True and Correct
copy of
{#( ) Original filed in
./ Reeves County
il Clerks Office
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. “EXHIBIT A”

. Attached to and made a part of Oil and Gas Lease
dated August 19, 1998 by and betwe;n Virginia Glenn Hill Lattimore
James Robert Hill and John A. St}ysky, Co-Trustees of the I-Ioustfm%6
And Emma Hill Trust Estate; Virginia Glenn Hill Lattimore, Individually; and
James Robert Hill, Individually, as the owner of the soil, and Clay Johnson, as Lessee.

1. Lessee is granted the right to use existing roads on the leased premises for ingress and egress, and agrees to maintain, restore and
keep roads in usable condition so long as this lease is in force and effect.

2. Lessee shall notify the owner of the soil a minimum of 24 hours before cutting any new road, if necessary, into or on the lezisad
premises.

3. Lessee shall install and maintain cattle guards at every fence crossing, said cattle guards to remain upon premises as property of
the owner of the soil at the expiration of this lease.

4. Tt is further understood and agreed that Lessee will bury and maintain all pipelines and electrical transmission lines" 18 inches
deep below the surface of the ground.

5. Lessee may use no more of the surface of the leased premises than is reasonably necessary to use for the purpose of which this
lease is granted, and it shall exercise all rights granted to it herein with due regard for the rights of the owners of the surface.

6, Jjis further agreed that Lessee, its successors and assigns, shall not erect any buildings or houses on the leased premises and that

* *afly those structures which are reasonably necessary for production facilities or tank batteries shall be erected on the surface of
‘..:thf leased premises.

. Ll
7. * Notwithstanding any other provisions of this lease to the contrary, it is expressly understood and agreed that Lessee will not
«* *Yallute any water aquifers or fresh water in, upon or under the leased premises, and Lessee agrees to notify the owner of the soil

u'i‘writing if fresh water is encountered during drilling, or if a fresh water formation is penetrated.

*toene

8. o Lessee further agrees to maintain all drill sites and other portions of the surface used or occupied by Lessee, its successors or

40 as:ilgns free and clear of weeds and noxious vegetation and will maintain the same in a reasonable manner to prevent additional

: Jamage to the owner of the soil’s other land and crops.

.....‘

9* Upon written demand by the owner of the soil, Lessee shall build and maintain fences around its slush, sump and drainage pits
and tank batteries to protect livestock against loss, damage or injury; and upon completion or abandonment of any well or wells,
Lessee shall fill and level off all slush pits and cellars and completely clean up the drill site of all rubbish thereon.

10. Lessee further agrees that in the event of a dry hole or production from a well which production ceases and the abandonment of
such well, or upon the abandonment of any well location, drillsite, tank battery site or roadway, the premises will be restored as
nearly as reasonably possible to its former condition at the cost and expense of the Lessee, it being the intention of the parties
hereto that the Lessee shall restore the surface to as nearly the state that it is in at the time of execution of this lease.

11. If all or any part of this lease is assigned, released, pooled or unitized, Lessee agrees to furnish the owner of the soil with a copy
of any such document.

CERTIFIED TRUE AND CORRECT COPY CERTIFICATE
STATE OF TEXAS
COUNTY OF REEVES el &

The above and foregoing is.2 &Il'rgelgnd cor rec[ Déd{ngraphlc copy of the

onginal record now.in tﬁy lawiu! cus%oﬂv and possess-nn aS the same IS

M 0.0.0.0.0.9.8.0.6.9.%..5.9.9.4 ... EXX XX

R OOOGRNATO” BE RECORDED TN THE ___ True and Correct
OFFICIAL. oL UG RECORDS [ AT copy of

f.‘l - ‘ v \

({54 Original filed in
mm‘:gu =) s “'_/j Reeves County
BY o e Clerks Office

1r21ma Palominn
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General Land Office
Relinquishmot Act Lease Form
Revised, September 1997
OIL AND GAS LEASE
THIS AGREEMENT is made and entered into this__1 9dayof _AUqust 19 98 , between the State of Texas, acting by and through its
agent,_H-S Minkrals and Realty. Ltd.
of
P. 0, Box 27284, Austin, TX 78/55-2284 said agent
(GiverAd&uﬂ :
herein referred to as the owner of the soil (whether one or more), and Clay ohnson -
203 W, Wall, Suite 800 of
Midland, TX 79701
(Give Permanent Address)
hereinafter called Lessee.

1. GRANTING CLAUSE. For and in coasideration 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 purpess 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 stuctures
thereon, to produce, save, take care of, treat and transport said products of the lease, the following lands simated in___ REeeves County, State
of Texas, to-wit: ’

The N/315 acres of the S/560 acres of Section 44, Block 56,
Public School Land Survey.

contining___ 315 acres, more or less. The bonus consideration paid for this lease is as follows:

To the State of Texas: One Hundred Sixty-four and 07/100-—————comm e
Dollars(3_164 .07 )

Tothoownerof the soii: One Hundred Sixtv-four and 077100 o amm——a————
Dollars (S__164 07 s :

Total bonus consideration:_ Three Hundred Twenty-eight and 14/100-——-—— - —————_
Dollars(S__328.,14 )

Thc. us consideration paid represents a bonus of, Fifty and OQ/']-OO ______________________
.:’:'ff".“‘ Dollars (5__50.00 _) peracre,on 6.563 netacres.
3 N TERM. Subject to the other provisions in this lease, this lease shall be foraterm of_ Five' (5) 'years from this date

(hereld called “primary term”) and as long thereafter as oil and gas, or cither of them, is produced in paying qu:nnnu from said!.am:L
As uscl in this lease, the term "produced in paying quantities” means that the receipts from the sale or other authorized commercial use of the substance(s) coversd

excgdd’dut of pocket operational expenses for the six months last past.

L]
LA L LA R] . -

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

yehl h!rfdis during the primary term of this lease provided that payment is made on or before the anniversary date.

Anniversary Date Delay Rental per Acre
First $ 100
Second S 100
Third $16.67
Fourth $16.67

True and Correct
copy of
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4. PRODUCTION ROYALTIES. Upen production of oil and/or gas, Lessee acrees to pay or cause to be paid one-half (1/2) of the royaity
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 a5 all
condensate, disdliate, and other liquia hydrocarbons recovered from oil or gas run through a separator or other equipment, as hercinafter provided, shall be
3/16 part of the gross production or the market value thereof, at the option of the owner of the soil or the Commissioner of the

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

(B) NON PROCESSED GAS. Royalty on any gas (including flared gas), which is defined as all hydrocarbons and gaseous substances not defined
as oil in subparagraph (A) above, produced from any well oa said land (ex: as provided herein with respect to gas processed in a plant for the extraction of
gasoline, liquid hydrocarbons or other products) shall be 3/16 part of the gross production or the market value thereof, at the option of the
owner of the soil or the Commissioner of the General Land Office, such value to be based on the highest market price paid or offered for gas of comparable quality in
the general arca where produced and when run, or the gross price paid or offered to the producer, whichever is the greater; provided that the maximum pressure base
in measuring the gas under this lease shall not at any time exceed 14.65 pounds per square inch absoluts, and the standard base temperanmre 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 methad of testing being uscd by the industry at the time of testing. ’

(o] PROCESSED GAS. Royalty on any gas processed in a gascline plant or other plant for the recovery of gasoline or other liquid hydrocarbons
shall be 3/16 part of the residue gas and the liquid hydrocarbons 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 oa 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 na 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),
;:ehichcvcr 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

en 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, burning or any other processing shall be 3/16 part of the
gross production of such products, or the market value thereof, at the option of the owner of the soil or the Commissioner of the General Land Office, such market
value to be determined as follows: 1) on the basis of the highest market price of each product for the same month in which such product is produced, or 2) on the
basis of the average gross sale price of each product for the same month in which such products are produced; whichever is the greater.

5. MINIMUM ROYALTY. During any year after the expiration of the primary-term of this lease, if this lease is maintained by production, the royalties
paidusader 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 e 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

preocding year. HParagraptr3utthis-texsetoes ot specify-rdoiay-rentsi-amowntsthen for the purposes of this paragraph, the delay rental amount shall be one

doflan($100) per acre.

-
esee 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 B Gestral Land Office may, at the option of either, upon not less than sixty (60) days notice to the holder of the lease, require that the payment of any royalties
accruing tg 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
kirti?shai pot diminish or negate the owner of the soil's or the Commissioner of the General Land Office’s rights or Lessee's obligations, whether express or implied,

under this lease.

tagen 57 NO DEDUCTIONS. Lesses agrees that all royalties accruing under this lease (including those paid in kind) shall be without deduction for the cost of
producing, gathering, storing, separating, treating, dehydrating, compressing, processing, transporting, and otherwise making the oil, gas and other products
herewnder geady 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, Lesses may recycle gas for gas lift purposes on the leased premises or for injection into any oil or gas producing
formation underlying the leased premises after the liquid hydrocarbons contained in the gas have besn 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 [ease.

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

Payment of royalty on production of oil and gas shall be as provided in the rules set forth in the Texas Register. Rules currently provide that royalty on oil is due
and must be received in the General Land Office on or before the Sth day of the second month succeeding the month of production, and royalty on gas is due and
must be received in the General Land Offics on or before the 15th day of the second month succeeding the month of production, accompanied by the affidavit mec
owner, manager or other authorized agent, completed in the form and manner prescribed by the General Land Officz 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,

or pools and gas lines or gas storage, and any other reports or records which the General Land Office may require to verify the gross production, disposition ang
market value. In all cases the authority of a manager or agent to act for the Lessee herein must be filed in the General Land Office. Each royalty Payment sha] pe
accompanicd by a check stub, schedule, summary or other remittance advice showing by the assigned General Land Office lease number the amount of royalty pe;
paid on each lease. If Lesses pays his royalty on or before thirty (30) days after the royalry paymeat was due, then Lessee owes a penalty of 5% on the royalty g
525.00, whichever is greater. A royalty payment which is over thirty (30) days late shall accrue a penalty of 10% of the royalty due or $25.00 whichever is ;m:;:
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 overdye. )
AfTidavits and supporting documents which are not filed when due shall incur a penalty in an amount set by the General Land Office adminisative 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 cperate to prohibit the State’s right of forfeitere as provided by law
nor act to postpone the daz on which royalties were originally due. The above penalty provisions shall not apply in cases of title dispute as to the State’s pertion of
the royalty or to that portion of the royalty in dispute as to fair markst value. " .

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually furnish the Commissioner of the General Land Office with
its best possible estimate of oil and gas reserves underlying this lease or allocable o this lease and shall furnish said Commissioner with copies of all contracts under
which gas is sold or processed and all subsequent agreemenmts and amendments to such contracts within thirty (30) days after entering into or making such contracts,
agreements or amendments. Such contracts and agreements when reccived by the General Land Office shall be held in confidence by the General Land Offics unless
otherwise authorized by Lessee. All other contracts and records pertaining to the productien, transportation, sale and marketing of the oil and gas produced oq said
premises, including the books and accounts, receipts and discharges of all wells, tanks, pocls, meters, and pipelines shall at all times be subjest to inspection and
cxamination by the Commissioner of the General Land Cffics, the Aftomey Geaeral, the Govemnor, or the represeatative of any of them.

(B) PERMITS, DRILLING RECORDS. Wricen cotice of all operations oa this lease shall be submitied to the Commissioner of the General
Land Office by Lesses or operator five (5) days before spud date, workover, re-entry, temporary abandonment or plug and abandonment of any well or wells. Such
written notics to the General Land Office shall include copies of Railroad Commission forms for application to drill. Copies of well tests, completion regorts and
plugging reports shall be supplied to the General Land Offics at the time they are filed with the Texas Railroad Commission. All applications, permits, reports or
other filings that reference this lease or any specific well on the leased premises and that are subminzd to the Texas Railroad Commission er any other govemnmental
agency shall include the word *State” in the title. Additionally, in accordance with Railroad Commission rules, any signage on the leased premises for the purpose of
identifying wells, tank batteries or other associated improvements to the land must also include the word "State.® Lessez shall supply the Geaeral Land Office with
any records, memoranda, accounts, reports, cuttings and cores, or other information relative 1o the operation of the above-described premises, which may be
requested by the General Land Offics, in addition to those hersin expressly provided for. Lesses shall have an electrical and/cr radicactivity survey made on the
bore-hole section, from the base of the surface casing to the total depth of well, of all wells drilled on the above described premises and shall transmit a true copy of

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

(C) PENALTIES. Lesses shall incur a penalty wheaever reports, documents or other materials are not filed in the Geacral Land Offics when
Id:: The penalty for late filing shall be set by the General Land Offics administative rule which is effective on the datz when the materials were due in the General
d Office. o

11. DRY HOLE/CESSATICN OF PRODUCTION DURING PRIMARY TERM. If, during the primary t=rm hereof and pricr to discovery and prodiction
of oil or gas on said land, Lesses should drill a dry hole or holes thereon, or if during the primary term hereof and after the discovery and actual production of oil or
gas from the leased premises such production thereof should czase from any cause, this lease shall not terminate if on or befers the expiration of sixty (60) days S6m
date of completion of said dry hele or cessarion of production Lessee commences additional drilling or reworking operations therson, or pays or tenders the next
annual delay rental in the same manner as previded in this lease. If, during the last year of the primary term or within sixty (60) days prior thereto, a dry hole be
completed and abandoned, or the production-of oil or-gas should cease for any cause, Lessee's rights shall remain in full forcs and effect without further operations_
until the expiration of the primary term; and if Lesses has not resumed production in paying quantitics at the expiration of the primary term, Lesses may maintain this
lease by conducting additional drilling or reworking operations pursuant to Paragraph 13, ysing the expiration of the primary term as the date of cessation of
prodiiciéaen under Paragraph 13. Should the first well or any subsequent weil drilled on the above described land be completed as a shut-in 0il or gas well within the
pritiafyefm hereof, Lessee may resume payment of the annual reatal in the same manner as provided hersin cn or before the reatal paying dats following the
expigyipp of sixty (60) days from the datz of completicn of such shut-in oil or gas well and upen the failure to make such payment, this lease shall ipso facto
tenfijpate. SIf at the expiration of the primary term or any time thereafler a shut-in oil or gas well is lecated on the leased premises, payments may be made in

accordance with the shut-in provisions herzof.

«7 %7742, DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. If, at the expiration of the primary term, neither oil nor gas is being
produced o said land, but Lesses is then engaged in drilling or reworking operations therzon, this lease shall remain in forcs 5o long as operations on said well or for
drilliag @8 eeworking of any additional well ars prosecuted in good faith and in-workmanlike manner without intzrruptions totaling more than sixty (60) days during

- e > 3 : : : : 4 i "
any one such opesation, and if they result in the preducton of oil and/or gas, so long therzafier as oil and/or gas is produced in paying quantities from said land, or
paymcht of shut-in oil or gas well royalties or compensatory royalties is made as provided in this lease.

-
dencse 2

& 13. CESSATION, DRILLING, AND REWORKING. If, after the expiration of the primary term, producticn of oil or gas from the leased premises, after
oncg phieirted, should csase from any cause, this lease shall not terminate if Lessee commences additional drilling or reworking operations within sixty (60) days
after such &ssation, and this lease shall remain in full force and effzct for so long as such operations continue in zoed faith and in worionanliks manner without
interruptions totaling more than sixty (60) days. If such drilling or reworking operaticns result in the production of oil or gas, the lease shall remain in full fores and
eflect for so Jong as oil or gas is produced from the leased premises in paying quantities or payment of shut-in oil or gas well royalties or payment of compensatory
royalties is made as provided herein or as provided by law. If the drilling or reworking operations result in the completion of a well as a dry hole, the lease will not
terminate if the Lesses commences additional drilling or reworking operations within sixty (60) days after the completion of the well as a dry hole, and this lease
shall remain in effect so0 long as Lesses continues drilling or rewerking operations in good faith and in a workmanliks manner without interruptions totsling more
than sixry (60) days. Lesses shall give written nctics to the General Land Offics within thirty (50) days of any csssation of preducticn.

14. SHUT-IN ROYALTIES. For purposes of this paragraph, "well® means any well that has besn assigned a well number by the state ageacy havin.g
Jurisdiction over the producticn of oil and gas. If, at any time aftzr the expirtion of the primary term of a lease that, until being shut in, was being maintained 'm
force and effect, a well capable of producing oil or gas in paying quantities is locatzd on the leased pr=mises, but oil or gas is not being preduczd for lack of suita
production facilities or lack of a suitable market, then Lessee .nay pay as a shut-in oil or gas royalty an amount equal to double the annual rental provided in the
0 a year for each well capabie of producing oil or gas in paying quantitics. #fPereprephrSofthiserydrermor ey Tuciay rehes

ble

lease, but nct less than §1,20
orount-tven for the purpeses of this parsgraph, the delay rental amount shall be one dellar (51.00) per acre. To be effective, each initial shut-in oil or gas royalty
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must be paid on or before: (1) the expiration of the primary term, (2) 60 days after the Lesses 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-ha;gu,z

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 1 b: 4
a producing lease and the payment shall extend the term of the lease for 2 period of one year from the end of the primary term. or from the first day of the month
foilowing the month in which production ceased, and, after that, if no suitable production facilities or suitable market for the oil or gas exists, Lessee may SXtend the
lease for four more suczassive periods of cns (1) year by paying the some 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) fest of the leased premises and completzd in the same producing reservoir, or in any
case in which drainage % occurring, the right to continue to maintain the lease by paying the shut-in oil or gas royalty shall czase, but the lease shall remain efective
for the remainder of the year for which the royalty bas been paid. The Lesses may maintain the lease for four more sucszssive years by Lessze paying compensato,
royalty at the royalty rate provided in the lease of the markst value of production from the well causing the drainage or which is completed in the same producing &
reservoir and within one thousand (1,000) fe=t of the leased premises. The compensatory royalty is to be paid monthly, one-half (1/2) to the Commissioner of the
Ceneral Land Office and one-half (1/2) to the owner of the =oil, 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) fest of the leased premises.
If the compensatory royalty paid in amy 12-month period is in an amount less than the annual shut-in oil or gas royalty, Lesses shall pay an amount equal 1o the
differsace within thirty (30) days from the end of the 12-month pericd. Compeasatory royalty payments which are not timely paid will accrue penalty and interest in '
accordance with Paragraph 9 of this lease. Nope of these provisions will relieve Lessee of the obligation of reasonable development nor the obligation to deij) offset
wells as provided in Texas Narural Resources Code 52.172; however, at the determinaticn 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, afler a well producing or capable of producing oil or gas has
been completed on the leased premises, Lesses shall exercise the diligence of a reasonably prudent operator in drilling such additional well or wells as may be
reasonably necessary for the proper development of the leased premises and in marksting the production thereon.

(A) VERTICAL. In the event this Jease is in force and effect two (2) years after the exviration date of the primary or extzaded temm it shall then terminare
as to all of the leased premises, EXCEPT (1) 40 acres surrounding each oil weil 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 1 Liereof), or a well upon ‘which Lessee is then eagaged in
continuous drilling or reworking operaticns, or (2) the number of acres included in a producing pocied unit pursuant 1o Texas Namural Resources Code  52.151-
52.153, or (3) such greatsr or lesser number of acres as may then be allocated for production purpeses to a proration unit for each such producing well under the rules
and regulations of the Railroad Commission of Texas, or any succssscr agency, or other governmental authority hoving jurisdiction. If at any time after the efiective
date of the partial termination provisicns hereof, the applicable field rules ars changed or the well or wells located thereon are reclassified so that less acrzage is
thereafler allocated to said well or wells for producticn purpeses, this lease shall thereupen terminaze as to all acreage not therzafter allocated o said well or wells for
preduction purposes. Notwithistanding the termination of this lease as 10 a pertion of the lands covered hereby, Lesses shall nevertheless continue to have the right of
ingress to and egress from the Jands stil] subject to this lease for all purposes described in Paragraph | hereof, together with easements and rights-of-way for existing
roads, existing pipelines and other existing facilities cn, over and across all the lands described in Paragraph 1 hereof ("the retained lands®), for access 10 and fom the

retained lands and for the gathering or transportation of oil, gas and other minerals producsd fom the retained lands,

(B) HORIZONTAL. In the event ‘his lease is in force and efect two (2) years after the expiration dats of the primary or extended term it shall further
tzrminate as to all depths below 100 fest below the total depth drilled (hereinafter "desper depths™) in each well located on acreage retained in Paragraph 16 (A)
above, unless on or before two (2) years after the primary or exteaded term Lessee pays an amcunt squal to onc-balf (1/2) of the bonus criginally paid as &
consideration for this lease (as specified on page 1 hereof). If such amount is paid, this lease shall be in force and effect as to such desper depths, and said
termination shall be delayed for an additional peried of two (2) years and so long therzafter as oil or gas is preduced in paying quantities from such desper depths

covered by this lease.
. o8

teles” (C) IDENTIFICATION AND FILDNG. The surface acreage retained hereunder as to each well shall, as nearly as practical, be in the form of a square with
theswalblocated in the center therzaf or such clher shape as may be approved by the Commissioner of the General Land Offics. Within thirty (30) days after partial
tefzinatidn of this lease as provided herein, Lesse= shall execute and record a release or releases containing a satisfactory lezal description of the acreage and/or
deptys not retained hereunder, The recorded release, or a certified copy of same, shall be filed in the General Land Office, aceempanied by the Sling fee prescribed
by hedGencral Land Offics rules in effect on the date the release is fled. If Lesses fails or refuses to execute and record such release or releases within ninety (50)
d#y; aftgPbeing requested to do so by the General Land Office, then the Commissioner at his scle discretion may designate by written instrument the acreage and/or
depths to pe released hereunder and record such instrument at Lesses's expense in the county or counties where the lease is lecated and in the official records of the

Gergerai€gind Office and such designation shall be binding upen Lesses for all purposes.

17. OFFSET WELLS. Neither the bonus, delay rentals, ner royalties paid, or to be paid, under this lease shall relieve Lesse= of his obligaticn to protect
the e end gas uncer the above-descrived land fom being drained. Lessee, sublesses, receiver or other agent in control of the leased premises shail driil as many
wells as e facts may justify and shall use appropriate means and drill to a depth nccsssary to prevent undue drainage of oil and gas fom the leased premises. In
ad@Uione i oil and/or gas should be producsd in commercial quantities within 1,000 fezt of the leased premises, or in any case whers the leased premises is being
draified by production of oil or gas, the Lesses, sublessee, recsiver or other agent in control of the leased premises shall in good faith begin the drilling of a well or

wells upen the leased premises within 100 days after the draining well or wells or the well or wells completed within 1,000 {22t of the leased premises start preducing

in commercial quantities and shall prosecute such drilling with diligeacs. Failure to satisfy the statutory offset obligation may subject this lease and the owner of the
soil's agency rights to forfeiture. Cnly upon the determination of the Commissioner of the General Land Office and with his writien approval may the paymeat of

compensatory royalty under applicabie starutory parameters satisfy the obligation to drill an offszt well or wells required under this paragmaph.

18. FORCE MAJEURE. If, after a good faith effort, Lessee is prevented from complying with any express cr implied covenant of this lease, from
conducting drilling operaticns on the leased premises, or from producing oil or gas fom the leased premises by reason of war, rebellion, ricts, strikes, acls of God, Cf_
any valid order, rule or regulation of government authority, thea while 50 prevented, Lessec's obligation to comply with such covenant shall be suspended and Lesses
shall not be liable for damages for failurs to comply with such covenants; additionally, this lcase shall be extended while Lessez is preventzd, by any such cause,
from conducting drilling and rewerking operations or from producing oil or gas from the leased premises. However, nothing in this parazmaph shall suspcrtd the ;
payment of delay rentals in order to maintain this lease in effect during the primary tzrm in the absence of such drilling or reworking operations or production of oi
or gas.
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19. WARRANTY CLAUSE. The owner of the soil warmrants and agrees o defend title to the leased premises. If the owner of the soil defaults in
payments owed cn the leased premises, then Lessee may redeem the rights of the owner of the soil in the leased premises by paying any mortgage, taxss of other
on the leased premises. If Lessee makes payments on bebalf of the owner of the soil under this paragraph, Lessee may recaver the cost of these Payments &Om::h,:m

rental and royalties due the owner of the soil.

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the s0il 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 reatal herzin provided to be paid 1o the owner of the 5oil shall be paid 1o hi
in the proportion which his interest bears to the entire undivided surface estate and the royalties and reatal herein provided to be paid to the Commissioner of the i
General Land Offics of the State of Texas shall be likewise proportionately reduced. However, before Lesses adjusts the royalty or reatal due to the Commissioner of
the General Land Office, Lessee or his authorized representative must submit to the Commissioner of the General Land Offics a written statement which explaing 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 Genera) Land
Office shall be paid the value of the whole producticn allocable to any undivided interest not covered by a lease, less the proportionatz development and productiog
cost allocable 1o such undivided interest. However, in no cvent shall the Commissioner of the General Land Office receive as a royalty on the gross producticn
allocable to the undivided interest not leased an amount less than the value of one-sixtesnth (1/16) of such gross. production.

(B) REDUCTION OF PAYMENTS. If, during the primary term, a portion of the land coverzd by this lease is included within the boundaries
of 2 pooled unit that has beea approved by the School Land Board and the owner of the soil in accordance with Namural Resources Code Sections 52.151-52.154 or
If, at any time after the expiration of the primary term or the extznded term, this lease covers a lesser number of acres than the total amount described herein,
paymeats that are made on a per acre basis hersunder shall be reduced according to the number of actes pocled, released, surrendered, or otherwise severed, so thar
paymeats determined on a per acre basis under the terms of this lease during the primary term shall be calculated based upca the number of acres outside the
boundaries of a pooled unit, or, if after the expiration of the primary term, the number of acres actually retained and covered by this lease.

21. USE OF WATER. Lessee shall have the right 1o use water producsd on said land neczssary for operations under this lease except water from wells or
tanks of the owner of the soil; provided, however, Lesses shall not use potable water or water suitable for livesiock or irrigation purposes for waterflood operations

without the prior consent of the owner of the soil.

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

23. PIPELINE DEPTH. Whea rcquested by the owner of the soil, Lesses shall bury its pipelines below plow desth.

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

25. POLLUTION. In develeping this area, Lessee shall use the highest degree of care and all proper safeguards o prevent pollution. Without limiting the
foregoing, polluticn of coastal wetlands, narural waterways, rivers and impounded water shail be prevented by the use of containment facilities sufficient to preveat
spillage, sespage or ground wat~r contamination. In the event of pollution, Lessee shall use all means at its disposal to recagture all escaped hydrocarbons ar other
pollutant and shall be responsibic for all damaze to public and private properties. Lesses shall build and maintain fences arcund its slush, sump, and drainage pits
and tank baueries so as o protect livestock against loss, damage or injury; and upon completicn or abandonment of any well or wells, Lesses 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, ke=p said
premises fres of all rubbish, cans, bottles, paper cups or garbage, and upon completicn of operations shall restore the surfacs of the land to as near its original
condition and contcurs as is practicable. Tanks and equipment will be kept painted and presentable. H

26. REMOVAL OF EQUIPMENT. Subject to limitations in this paragraph, Lesse= shall have the right to removs machinery and fixtures placzd by
L=ssee on the leased premises, including the right to draw and remove casing, within one hundr=d twenty (120) days after the expiration or the termination of this
leasg ®algss the owner of the soil grants Lesses an extension of this 120-day period. However, Lessee may not remove casing from any well capable of producing oil
and ze®in paying quantities. Additionally, Lesses may nct draw and remove casing until after thirty (30) days writtzn notics to the Commissioner of the General
Land Odfics and 10 the owner of the soil. The owner of the zoil shall become the owner of any machinery, fixtures, or casing which ars nct timely removed by Lesses

ufidac'thaterms of this paragraph.

-

esse 27. (A) ASSIGNMENTS. Under the conditions contained in this paragraph and Par=graph 29 of this lease, the rights and estates of either party to this
legq g be assigned, in whole or in part, and the provisions of this lease shall extend to and be binding upen their heirs, devisess, lezal representatives, successors
and assiggs. However, a change or division in ownership of the land, reatals, or royalties will nct enlargs the obligations of Lessee, diminish the rights, privileges
art &S of LesSes, impair the effectiveness of any payment made by Lessee or impair the 2Zectiveness of any act performed by Lesses. And no change or
divisjon in ownesship of the land, rentals, or royaities shall bind Lesses for any purpose until thirty (30) days after the owner of the scil (or his heirs, dcvisc'_s_. lezal
representglives or assigns) fumnishes the Lesses with satisfactory written evidencs of the change in ownership, including the original recorded muniments of title (ora
cewn Redgopy of such original) when the ownership changed because of a conveyance. A total or partial assignment of this lease shall, to the exteat of the interst
asm;':cd,.reiieve and discharge Lesses of all subsequent obligations under this lease. If this lease is assigned in its entirety as to only part of the acreags, the right and
opéionde gay rentals shall be appertioned as between the several owners ratably, according to the area of each, and failure by one or more of them to pay his shars of
the Pental'shall not affect this lease on the part of the land upon which pro rata rentals ars timely paid or tendercd; however, if the assignor or assignee does not filea
czriified copy of such assignment in the General Land Office before the next rental paying date, the entire lease shall terminzze for failure to pay the entire rental due
under Paragraph 3. Every assignee shall sucszed to all rights and be subject to all obligations, liabilities, and penalties owed to the Stats by the original lessee or any

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

(B) ASSIGNMENT LIMITATION. Notwithstanding any provision in Paragraph 27(a), if the owner of the soil acquires this lease in whole or in pat ")"
assignment withcut the prior wrinten approval of the Coemmissioner of the General Land Cffics, this lease is void as of the time of assignment and the agency powe!

of the owner may be forfeited by the Commissicner. An assignment will be treatzd as if it wers mads 1o the owner of the soil if the assignes is:

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

(3) a parmership in which the owner of the scil is a partmer oc is an employe= of such a partnership;

(4) aprincipal stockholder or employee of the corporation which is the owner of the soii;

(5) a parner or zmployee in a parmership which is the owner of the soil;

True and Correct
. ANy copy of

I\ 3¢ Original filed in
\:- 2/ Reeves County

o Clerks Office




(6) a fiduciary for the owner of the soil; including but not limited 1o a guardian, trustee, executor, administrator, receiver, or conservator for the

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

23. RELEASES. Under the conditions contained in this paragraph and Paragraph 29, Lessee may at any time exscute and deliver 1o the owner of the soi
and place of record a release or releases covering any portion or portions of the leased premises, and thereby surrender this lease as to such portion or portions, ang Le
relieved of all subsequent obligations as to acreage surrendered. If any part of this Jease is property surrendered, the delay rental due under this lease shal) pe Rduced
by the proportion that the surrendered acreage bears to the acreage which was covered by this lease immediately prior to such surrender; however, such releass witl"
not relieve Lesses of any liabilities which may have acerued under this lease prior to the surrender of such acreage. :

29. FILINGQF ASSIGNMENTS AND RELEASES. If all or any part of this Jeass s assigned of released, such assignment or release must be recordeq %
the county where the land is situated, and the recorded instrument, or a copy of the recerded instroment centified 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 exccution datz accompanied by the prescribed filing fee. If any such
assignment is not so filed, the rights acquired under this leasc shall be subject to forfeirure 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 concerning the
development of oil and gas from the leased premises which are not contained in this lease render this lease mvalid.

31. FIDUCLARY DUTY. The owner of the soil owes the State a fiduciary duty acd mmust fully disclose any facss 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 o put the State's interests before his personal

interests.

32. FORFEITURE. If Lesses shall fail or refuse to make the payment of any sum within thirty days after it becomes due, or if Lesses or an autherized
agent should knowingly make any false return or false report conceming production or drilling, o if Lesses shall fail or refuse to drill any offzet 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 Lzsses should fail o file reports in the manner
required by law or fail to comply with rules and regulaticns promulgated by the General Land Offcs, the School Land Board, or the Railroad Commission, or if
Lessee should refuse the preper asthority access to the records pertaining to operations, or if Lesses or an autherized agent should knowingly fail or refuse to give
correct information o the proper authority, or knowing!y fail or refuse to furnish the General Land Offics 2 correct log of any well, er if Lessee shall kmowingly
violate any of the material provisions of this lease, or if this lease is assigned and the assignmeat is sot filed in the General Land Office as required by law, the rights
acguirzd under this lease shall be subjecs to forfsiture by the Commissiones, and he shall forfeit same when sufficiently informed of the facts which authorize a
forfeiwre, and when forfeited the area shall again be subject to lease under the terms of the Relinguishment Act. However, nothing herein shall be construed as
waiving the automatic terminaticn of this lease by operation of law or by reason of anv special limitation arising hereunder. Forfeitures may be set aside and this
lease and all rights thercunder reinstated before the rights of another interverc upon satsfactory evidencs to the Commissioner of the General Land Offics of furure
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 accordancs with Texas Natural Resources Code 52,136, the State shall have a first lien upon all oil and gas preduced from the area covered
by this lease 1o secure paymeat of all unpaid royalty and other sums of money that may become = under this lease. By acceptance of this lease, Lessee grants the
State, in addition to the lien provided by Texas Natural Rzscurces Code 52.136 and any other 2;; icable starutory lien, an express contractual lien on and security
int=rest in all leased minerals in and extacied from the leased premises, all proceeds which may accrue to Lesses from the sale of such leased minerals, whether such
proceeds are held by Lesses or by a third party, and all fixaures on and improvements 1o the leased premises used in connection with the production or procsssing of
such leased minerals in crder to secure the payment of all royalties or other amounts due or to becorze Jue under this lease and to secure payment of any damagss or
loss that Lessor may suffzr by reason of Lessee’s breach of any covenant or condition of this lease, whether express or implicd This liea and security interest may be
foreclosed with or without court procsedings in the manner provided in the Tide 1, Chapter 9 of the Texas Business and Commercs Code. Lesses agress that the
Commissioner may require Lessee to executs and record such insguments as may be reasorabiy necsssary to acknowledge, artach or perfect this lien. Lesses hereby
repgesents that there are no prior or superior liens arising from and relating to Lesses's activities upon the above-described property or Som Lesses’s acquisition of
mis.hgs.u Should the Commissioner at any time dezermine that this representation is not true, then the Commissicner may declare this lease forfeited as provided

herzgin.

** 34 PCOLING. Lessesis hereby granted the right 10 pool or unitize the royaity intersst of the owner of the soil under this lease with any other leascheld
or mtheral inter=st for the expleration, development and preduction of oil or gas or sither of them upon the same terms as shall be approved by the School Land
Bg2148¢ the Commissioner of the General Land Offics for the peoling or unitizing of the interest of the State under this lease pursuant to Texas Narural Resources
Coc®®*52.151-52.153. The owner of the soil agrees that the inclusion of this provision in this lease satisfies the execution requircments stated in Texas Natural

RespysssCode 52.152.
- .

. 35. INDEMNITY. Lessee hereby releases and discharges the State of Texas aEd the owner of the soil, their officers, employees, parters, agents,
contraciom, subcontractors, guests, invitess, and their respective successors and assigns, of and ffom all and any actions and causes of acticn of every nature, of other
har'ri'i?lezding envircnmental harm, for which recovery of damages is scught, including, but oot limited to, all losses and expeases which are caused by the
acivities of Lessce, its officers, employees, and agents arising out of, incidental 1o, or resulting Tom, the operations of or for Lesse= on the leased premises )
he388& or that may arise out of or be occasioned by Lesses's breach of any of the terms or provisions of this Agresment, or by any other negligeat or strictly liable
act or omission of Lesse=. Further, Lesses hereby agrees to be liable for, excnerats, indemnify, defead and hold harmless the State of Texas and the owner of the soil,
their officers, employess and agents, their successors or assigns, against any and all claims, liabilities, losses, damages, actions, personal injury (including death),
costs and expenses, or other harm for which recovery of damagss is sought, under any theory including tort, contract, or strict liability, including antormneys' fees and
cther lezal expenses, including those relazzd to environmental hazards, on the leased premises or in any way related to Lesses's failurs to comply with any and al
eavironmental laws; those arising from cr in any way relatsd to Lessee's operations or any other of Lessee's activities on the leased premises; thoss arising fom
Lesses's use of the surfacs of the leased premises; and those that may arise out of or be occasicned by Lesses's breach of any of the terms or provisions of this
Agrezment or any other act or omission of Lessee, its directors, officsrs, employess, parmers, agents, concacters, subcontraciers, guests, invitess, and their res
successors and assigns. Each assignez of this Agreement, or an intersst therzin, agrees to be liakls for, exonerate, indemnify, defend and hold harmless the Siai2 0
Texas and the owner of the soil, their officsrs, employees. and agents in the same manner provided above in connection with the activities of Lesses, its offk:ff-
employsss, and agents as described above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF THE INDEMNITY OBLIGATICNS
AND\OR LIABILITIES ASSUMED UNDER THE TERMS OF THIS AGREEMENT SHALL BE WITHOUT LIMITS AND WITHOUT REGARDTO
THE CAUSE OR CAUSES TAEREOF (EXCLUDING PRE-EXISTING CONDITIONS), STRICT LIABILITY, OR THE NEGLIGENCE OF ANY PARTY
OR PARTIES (INCLUDING THE NEGLIGENCE OF THE INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE BE SOLE, JOINT,

CONCURRENT, ACTIVE, OR PASSIVE. True and Correct
copy of
Qriginal filed in
Reeves County
Clerks Office

pective




36. ENVIRONMENTAL HAZARDS. Lesses shall use the highest degree of care and ail reasonable safeguards to prevent contamination o pol[u% -
any environmental medium, including soil, surface waters, groundwater, sediments, and surface or subsurface strata, ambieat air or any other eavircnmenta) me e =
in, on, or under, the leased premises, by any wasts, pollutant, or contaminant. Lessee shall not bring or permit to remain on the leased premises any asbesios dium
conuining materials, explosives, toxic materials, or substances regulated as hazardous wastes, hazardous materials, hazardous substances (as the term “Hazardg
Substance™ is defined in the Comprehensive Environmental Response, Compensation and Liability Act (CERCLA), 42 US.C. Sections 9601, et seq.), or toxic o
substances under any federal, state, or local law or regulation (“Hazardous Materials™), except ordinary products commonly used in connection with oil and P
exploration and development operations and sicred in the usual manner and quantities: LESSEE'S YIOLATION OF THE FOREGOING PROEIBITION
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, PENALT[B‘
LIABILITIES, AND QOSTS (INCLUDING REASONABLE ATTORNEYS' FEES AND COURT COSTS) CAUSED BY OR ARISING OUT OF MmaA
VYIOLATION OF FOREGOING PROHIBITION OR (II) THE PRESENCE, RELEASE, OR DISPOSAL OF ANY HAZARDOUS MATERIALS ON.
UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEZE'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 RET.EASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE’S
OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITH THE REQUIREMENTS OF APPLICABLE LAW. THIS
INDEMNIFICATION AND ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE ACTIONS UNDERTAKEY
PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IMMEDIATELY GIVE THE STATE OF
TEXAS AND THE OWNER OF THE SOIL WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS PARAGRAPH, UPON
LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY GOVERNMENTAL -
AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBLIGATIONS OF LESSEE
HEREUNDER SHALL SURVIVE THE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF THIS AGREEMENT.

37. APPLICABLE LAW. This lease is issued under the provisions of Tetas Natural Resources Code 52171 through 52,150, commonly known as the
Rzlinquishment Act, and other applicakle stamutes and ameadments thereto, and if any provision in this lease does not conform to these stanutes, the stantes 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 Offics of the State of Texas. Cucs the filing requirements found in Paragraph 39 of this lease have been satisfied, the effective dats of this lease shal]

be the date found on Page 1. )

39. LEASE FILING. Pursuant to Chapter 9 of the Texas Business and Commercs Code, this lease must be filed of record in the offics of the County
Clerk in any county in which all or any part of the leased premises is located, and certified copies thereof must be filed in the General Land Ofice. This lease is not
efTective undl a cenified copy of this lease (which is made and cextified by the County Clerk from his records) is filed in the General Land Offics in aczordzncs with
Texas Narural Resources Code 52.133. Additionally, this lease shall not be binding upcn the Stats unless it recites the actual and True consideration paid or promised
for execution of this leass. The tonus due the Staze and the prescribed filing fes shall accompany such centified copy to the General Land Cffics. .

* See Exhibit "A" Attac for dditional Provisions
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STAJE OF TEXAS STATE OF TEXAS

-
LR ] d Y
/;;Y' / BY:

Ingjvigu for the Statz of T Individually and as ageat for the State of T
:& % : ' ‘Prc'esiéen%u f RC Star L.L.C., General Partner of H-S ‘Mmera??s and Realty, Ltd.
Date: -394 Drice: Tax ID#
e Fed. Tex I
STATE OF TEXAS STATE OF TEXAS
II...:
BY: * BY:
Ipgiwdtdally and as agent for the State of Texas Individually and as agzat for the State of Texas

L - .

Date:

Date:

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




STATE OF (CORPORATION ACKNOWLEDGMENT)

COUNTY OF

BEFORE ME, the undersigned authority, on this day persorally appeared s
of |

knewn o me W be Ule person whose name is subseribed to the fn&going instrument, as
':'nd acknowledged to me that he executed Wb i :
for the purposes and congideration therein expressed, in the capacity stated, and as the act and deed of 22id corporaticn. :

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

Notary Public in and for

STATEOF (CORPORATION ACKNOWLEDGMENT) .
COUNTY OF |

BEFORE ME, the undersigned authority, on this day personally appeared —
known to me o be the person whose name is subscribed to the foregoing instrument, as ) of

and ackzowledged to me that he sxecuted the same
for the purposes and consideration therein expressed, in the capacity staed, and as the act and desd of said carporation.

Given under my hand and seal of offics this the day of , 19
Notary Public ia and for
STATE OF TEXAS (NDIYIDUAL ACKONOWLEDCMENT)

COUNTY OF (T:‘(-a;\/\ 5

Before me, the undersigned autherity, on this day personally appearzd eg d;e Ha Shepard, President of RC Star :
; .

L.L.C.. General Partner of H-S Minerals and
known 1o me to be the perscns whose names ars subscribed to the foregoing instrument, and acknowledged to me that they exzcuted the same for the purposes and

consideration thercin expressed. 4 j— +
¢ oo Given under my hand and scal of office this the .Z_ i_.__day of /!9 W > 19 Crﬁ

e ~ JANA JULER |
Nmﬂm::;w Ndtary Fublic§n and for Trm/ms@ ’—,;[

JULY 21, 2002 '
N %) (INDIVIDUAL ACKNOWLEDGMENT)

cotete Mol ol
) (Yay) Qohason

3 "._’cforc me, the undersigned authority, on this day personally appearsd
L] L]
known 10 m to be the persons whase names ars subscribed (o the forsgoing instrument, and acknowledged 1o me that they executed the same for the purposss and

cons1aSrilten thersin expressed. S " 9 ?
A TR

LA LE S
. L]
.

Given under my hand and seal of offics this the

1 3

Netary Putlic in and for MM/

§ /G0N MONICA MARLOWE
,*{ %% NOTARY PUBLIC
WA Jfaf  State of Texas
“\3_55’45/ Comm. Exp. 10-30-99

?
)

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




“EXHIBIT A”

Attached to and made a part of Oil and Gas Lease
. dated August 19, 1998 by and between H-S Minerals and Realty, Ltd.,
as the owner of the soil, and Clay Johnson, as Lessee.

1. Lessee is granted the right to use existing roads on the leased premises for ingress and egress, and agrees to maintain, restore and
keep roads in usable condition so long as this lease is in force and effect.

2. Lessee shall notify the owner of the soil a minimum of 24 hours before cutting any new road, if necessary, into or on the leased
premises.

3. Lessee shall install and maintain cattle guards at every fence crossing, said cattle guards to remain upon premises as property of
the owner of the soil at the expiration of this lease.

4. It is further understood and agreed that Lessee will bury and maintain all pipelines and electrical transmission lines 18 inches
deep below the surface of the ground.

5. Lessee may use no more of the surface of the leased premises than is reasonably necessary to use for the purpose of which this
lease is granted, and it shall exercise all rights granted to it herein with due regard for the rights of the owners of the surface.

6. It is further agreed that Lessee, its successors and assigns, shall not erect any buildings or houses on the leased premises and that
only those structures which are reasonably necessary for production facilities or tank batteries shall be erected on the surface of
the leased premises.

7. Notwithstanding any other provisions of this lease to the contrary, it is expressly understood and agreed that Lessee will not
pollute any water aquifers or fresh water in, upon or under the leased premises, and Lessee agrees to notify the owner of the soil
in writing if fresh water is encountered during drilling, or if a fresh water formation is penetrated.

8. Lessee further agrees to maintain all drill sites and other portions of the surface used or occupied by Lessee, its successqrs or
assigns, free and clear of weeds and noxious vegetation and will maintain the same in a reasonable manner to prevent additional
damage to the owner of the soil’s other land and crops.

°:9.::Upon written demand by the owner of the soil, Lessee shall build and maintain fences around its slush, sump and drainage pits
«es. and tank batteries to protect livestock against loss, damage or injury; and upon completion or abandonment of any well or wells,
v« ULessee shall fill and level off all slush pits and cellars and completely clean up the drill site of all rubbish thereon.
o "F0.* Lessee further agrees that in the event of a dry hole or production from a well which production ceases and the abandonment of
L such well, or upon the abandonment of any well location, drillsite, tank battery site or roadway, the premises will be restored as
.-..-pearly as reasonably possible to its former condition at the cost and expense of the Lessee, it being the intention of the parties
hereto that the Lessee shall restore the surface to as nearly the state that it is in at the time of execution of this lease.

"ePf"3f all or any part of this lease is assigned, released, pooled or unitized, Lessee agrees to furnish the owner of the soil with a copy
eess s of any such document.
L] L3

CERTIFIED TRUE AND I}ORRECI COPY CERTIFICATE
STATE OF TEXAS _ FILE NG. 30

COUNTY OF REEVES True and Correct

The above and foregoing is.a full, true and. correct !hot(érap%c copy ol the COpy .Of 5
original record now in my lawtul cusledy anu possesaon as the same is Origmal filed in
fled rosotat R He kst 3

Reeves County
Clerks Office

oo R
f"ﬁ‘—,';,»., | hereby certified oﬁEFORnaLljjng

DEPUTY
Virglnla Palomino
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TEXAS GENERAL LAND OFFICE

GARRY MAURO

COMMISSIONER MEMORANDUM
DATE:  09-Sep-98

TO: Garry Mauro, Commissioner

Spencer Reid, Senior Deputy Commissioner

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

RE: Relinquishment Act Lease

Applicant:  Clay Johnson

County: REEVES Base File #: 153262
Section: 31 Block: 56 Abstract: 6007
Survey: PUBLIC SCHOOL LAND

Prim. Term: 5 years Bonus/Acre $50.00

Royalty: 3/16 Rental/Acre $1.00

Consideration :
Recommended:?m 05 S8
Not Recommended:

Comments:

Lease Form
Recommended: g&g o /5y
Not Recommended:

Comments:

Spencer Reid, Senior Deputy Date: 4 ~ /G - ?!

Recommended: ﬂl(_/

Not Recommended:

Garry Mauro, Commissioner Date: .

Approved: _@

Not Approved:




RAL REVIEW SHEET

Transaction # 2792 Wt L. Collier

Lessor KPW Revocable Trust; MSW Revocable Trust; & MLH Rev | gasg Date: 8/19/98 | Ol

Lessea: Clay Johnson Acres: 108.28

LEASE DESCRIPTION

County BassFlaNo Part Sec Bock Twp Survy Abst

REEVES —153262 ER2lessN/40&S/M2 31 56 00  PUBLIC SCHOOL LAND 6007

REEVES _ 103579 N/315 of S/560 44 56 00  PUBLIC SCHOOL LAND 2714

TERMS OFFERED TERMS RECOMMENDED

PrimaryTerm: |5 years ) Primary Term 5years |

Bonus/Acre:  $50.00 | Bonus/Acrs i $50.00 |

Rental/Acre: [ $100] Rental/Acre | ~$1.00 |

Royaity: 3116 Royaity Brie ]

COMPARISONS

MF # | essen Dats Term Bonus/Ac. Rental/Ac.  Royaity  Distance
e |} TR | Pl || J[ 1] |lsstiesss

R | & I | | IR N gl i I || T

by SR L - | [ JE | T . 1

i S || || Y | T e

- @ i | [

Comments: @ss acres 472.5. First & second year revr?tial§1i.00, third & fourth yegrireﬁt_al $16.67.

poront S 9-9.9¢

Wednesday, September 09, 1998
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IHTAN AEDUURLVED, L.IF.7

ACQUISITIORCRFISISRER OF THE GENERAL LAND OFFICE Wi 0 p ? a 46
650

PARAGON #299:Lease Bonus Payment in full of 1/2 Lease Bonus Consideration due
the State of Texas for Oil & Gas Lease
dated 08/19/98 frdm the State of Texas by Agent
H-S Minerals & Realty, Ltd., Lessor, in favor of Clay
Johnson, Lessee, covering the N/315 ac. of the $/560
ac. of Section 44, Block 56, PSL Survey,
Reeves County, Texas,

17, 38014110

Checking Lease Bonus X 164.07

TITAN RESOURCES, L.P. 002846

ACQUISITIQR SN ER OF THE GENERAL LAND OFFICE 11/3/98

PARAGON #299:].ease Bonus Payment in full of 1/2 Lease Bonus Consideration due 164.07
the State of Texas for Oil & Gas Lease
dated 08/19/98 from the State of Texas by Agent

PN 11
':’ll' H-S Minerals & Realty, Ltd., Lessor, in favor of Clay
. 38!3 Johnson, Lessee, covering the N/315 ac. of the S/560
‘32 ! ac. of Section 44, Block 56, PSL Survey,
: Reeves County, Texas.

4 'o;o .
?.%e?
esssee

. L

-.
0.:'0.0.0 :'

gl 4

.

3o

Checking Lease Bonus 164.07



HHTAN HESUUHRLED, L.F. 7

ACQUISITIRN INRESIBRER OF THE GENERAL LAND OFFICE 11/3/98 00 41
- 'PARAGON #299:Lease Bonus Payment in full of 1/2 Lease Bonus Consideration due 3
the State of Texas for Oil & Gas Lease
dated 08/19/98 from the State of Texas by Agent
Virginia Glenn Hill Lattimore, James Robert Hill & John A.
Styrsky., Co-Trustees of the Houston & Emma Hill Trust
Estate; Virginia Glenn Hill Lattimore, Individually; & James
Robert Hill, Individually, Lessor, in favor of Clay Johnson,
Lessee, covering the N/315 ac. of the S/560 ac. of
Section 44, Block 56, PSL Survey,
Reeves County, Texas.

i {C

Checking Lease Bonus Xj.‘)S?.SO F
TITAN RESOURCES, L.P.
ACQUISITION RSSINRER OF THE GENERAL LAND OFFICE 11/3/98 002841
PARAGON #299:Lease Bonus Payment in full of 1/2 Lease Bonus Consideration due 3.937.50

the State of Texas for Oil & Gas Lease
dated 08/19/98 from the State of Texas by Agent

P Virginia Glenn Hill Lattimore, James Robert Hill & John A.
L ad Styrsky, Co-Trustees of the Houston & Emma Hill Trust
}::5'2 Estate; Virginia Glenn Hill Lattimore, Individually: & James
o Robert Hill, Individually, Lessor, in favor of Clay Johnson,
“tqee Lessee, covering the N/315 ac. of the $/560 ac. of
g | Section 44, Block 56, PSL Survey,
* Reeves County, Texas.
L : L] .:
.
" I"s
waeed

Checking Lease Bonus " 3,937.50



H1TAN REDUURLED, L., ¥

ACQUISITIONGINRSEINRER OF THE GENERAL LAND OFFICE 11/3/98
. PARAGON #299:Lease Bonus Payment in full of 1/2 Lease Bonus Consideration due
the State of Texas for Oil & Gas Lease
dated 08/19/98& from tife State of Texas by Agent
Hill Investments, Ltd., Lessor, in favor of Clay Johnson,
Lessee, covering the N/315 ac. of the /560 ac. of
Section 44, Block 56, PSL Survey,
Reeves County, Texas.

98014096

~’

Checking Lease Bonus

TITAN RESOURCES, L.P.
ACQUISITIQR HFRKRINER OF THE GENERAL LAND OFFICE 11/3/98
PARAGON #299:Lease Bonus Payment in full of 1/2 Lease Bonus Consideration due
the State of Texas for Oil & Gas Lease
dated 08/19/98 from the State of Texas by Agent
Hill Investments, Ltd., Lessor. in favor of Clay Johnson,
Lessee, covering the N/315 ac. of the S/560 ac. of
i Section 44, Block 56, PSL Survey,
L | Reeves County, Texas.

Checking Lease Bonus

002832

X.164.07

002832

164.07

164.07



FHTAN REDVUNUED, L.F.e”

ACQUISITION GNRSKISRER OF THE GENERAL LAND OFFICE 11/2/98

. PARAGON #299:1.ease Bonus

Checking Lease Bonus

TITAN RESOURCES, L.P.

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

dated 08/19/98 from the State of Texas by Agent
Dorothy Jean Keenom, Individually & as Trustee of the
Thomas Hill Puff Trust & Nancy Puff Jones Trust,
Lessor, in favor of Clay Johnson, Lessee, covering the
N/315 ac. of the S/560 ac. of Section 44, Block 56,
PSL Survey, Reeves County, Texas.

ACQUISITION CIFRSRYRER OF THE GENERAL LAND OFFICE 11/2/98

* ‘I;ARTAGON #299:Lease Bonus
LA RN ]
..'O .
%22
FAFY]
Wy}
L
’
‘ .
P00

& L

-
Sasses
L] L]

.
LA LR AR ]
L] .

Checking ‘ Lease Bonus

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

dated 08/19/98 from the State of Texas by Agent
Dorothy Jean Keenom, Individually & as Trustee of the
Thomas Hill Puff Trust & Nancy Puff Jones Trust,
Lessor, in favor of Clay Johnson, Lessee, covering the
N/315 ac. of the S/560 ac. of Section 44, Block 56,
PSL Survey, Reeves County, Texas.

0;.78 2 2

0

o0

99014087

,’
X 1,804.70

002822

1.804.70

1,804.70



HHTAN HESUUHUES, L.VP. [ 7

ACQUISITION GRESKINRER OF THE GENERAL LAND OFFICE 11/2/98 05
- PARAGON #299:Lease Bonus Payment in full of 1/2 Lease Bonus Consideration due QQ)Z’/%
the State of Texas for Oil & Gas Lease
£ - dated 08/19/98 from the State of Texas by Agent
KPW Revocable Trust; MSW Revocable Trust; &
MLH Revocable Trust, Lessor, in favor of Clay Johnson,
Lessee, covering the N/315 ac. of the S/560 ac. of
Section 44, Block 56, PSL Survey,
Reeves County, Texas.

99014070

1

Checking Lease Bonus \‘-1;"1,804.70
TITAN RESOURCES, L.P.
ACQUISITIQW (AVHSSIRMNER OF THE GENERAL LAND OFFICE 11/2/98 002805
PARAGON #299:Lease Bonus Payment in full of 1/2 Lease Bonus Consideration due 1.804.70

the State of Texas for Oil & Gas Lease
dated 08/19/98 from the State of Texas by Agent
KPW Revocable Trust; MSW Revocable Trust; &

. s MLH Revocable Trust, Lessor, in favor of Clay Johnson,
e " Lessee, covering the N/315 ac. of the /560 ac. of
JREXE Section 44, Block 56, PSL Survey,

s % Reeves County, Texas.

Ghesking ‘ Lease Bonus ; 1.804.70






Texas General Land Office Stephen F. Austin Building

By Ml Commissionet 1700 North Congress Avenue
Austin, Texas 78701-1495

‘ _ (512) 463-5001

Spencer L. Reid

Senior Deputy Commissioner
(512) 463-5236

Fax (512) 463-9042
spencer.reid @glo.state.tx.us

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-100201
N/315 acres of the S/560 acres of Sec. 44, 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-100201. Please refer to

this number in all future correspondence conceming the lease.

Your remittance of $1,929.70, 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, /
\/1 ASA ) p
Drew Reid 2"‘(

Minerals Leasing
Energy Resources
(512) 475-1534

DR:MT:mrg

Printed on recycled paper with soybean ink






Lease Number Book/Vel Page Entry County / Parish State
TX299-389-277-002-00 596 4131003050 REEVES TX
Lease Name: | Keenom, etal: State of Texas, acting by and through | Lease pate| 08/19/98

Legal Description
The N/315 acres of the S/560 acres of Section 44, Block 56, Public School Land Survey
93058008

PROSPECT TX299 - PARAGON INDIAN/ST/FED LSE# M-100201

Payee(s) Account Number Amount
Stage, of Texas %XBGJO
Gefitral Land Office

130B°N. Congress Avenue
Ausfin, TX 78701

it |2

‘o tet

RN - Period Beg. 08/19/199(]I£LAY RENTAL) CHECK + 1.00550

insTRW®swNs TO DEPOSITORY: You have been desi
thereof to the parties named and in the amounts indicated.
make the deposit to the credit of the party named in a special account,

TAznPesources (P

gnated as depository for the above described payment.

Should any difficulty of any nature arise,

Please credit the proceeds

DO NOT RETURN our check, but

and advise us as soon as possible for further instructions.

100550






L?ase Numbser Book/Vol Page Entry County / Parish State
TX299-389-277-005-00D 596 746 |003087 REEVES TX
Lease Name: | H-§ Minerals: State of Texas, acting by and thru Lease Date [ 08/19/98

Legal Description

The N/315 acres of the §/560 acres of Section 44, Block 56, Public School Land Survey

99058007

PROSPECT TX299 - PARAGON INDIAN/ST/FED LSE# M-100201

Paxsség) Account Number Amount
T

St:.a::e of Texas COCX3.29

Gemersal Land Office

1700 N. Congress Avenue

Auwgbih, TX 78701

a [‘;;})

RN’.!:.Period Beg. 08/19/199?%1:}\3{ RENTAL \ GECEF 100556

4

.0
INSTRUCTIONS TO DEPOSITORY: You have been des:;;;tEE‘Hs—degoereamy—fuf’fg;/jbove described payment. Please credit the proceeds
DO NOT RETURN our check, but

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

Ttan [lesouirces Lf?osss
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Lease Number Book/Vol Page o:- Eptry - :.E :.E County / Parish State
TX299-389-277-003-00 596 557 [003066° *** ** *|rervEs TX
Lease Name: | Hil]l Inv: State of Texas, acting by and through Lease Date | 08/19/98
Legal Description
The N/315 acres of the §/560 acres of Section 44, Block 56, Public School Land Survey

938058080

PROSPECT TX299 - PARAGON INDIAN/ST/FED LSE# M-100201

Payee (8) Account Number Amount
State of Texas '3.29
General Land Office

1700 N. Congress Avenue

Austin, TX 78701 \\

RN - Period Beg. 08/19/1999 DELAY RENTAL CHECE:# 100552

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

100552
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Lease Number Book/Vol Page O.Bhgfy 0.: ~ :-: :-: County / Parish State
. . se |00
. . . -o' L]
TX299-389-277-001-00 596 638 003075.' . 'REEVES TX

Lease Name: | KPW Revocable Trust, et al: State of Texas, acting | Lease bate| 08/19/98

Legal Description

The N/315 acres of the §/560 acres of Section 44, Block 56, Public School Land Survey

99058081

PROSPECT TX299 - PARAGON INDIAN/ST/FED LSE# M-100201

Payee (s) Account Number Amount

P
State of Texas 36.10
General Land Office
1700 N. Congress Avenue
Austin, TX 78701 \\
RN - Period Beg. 08/19/1999 DELAY RENTAL CHECK # 100548

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

100548
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Check #101367
Property Id /| MMS Eff. Date Recording Information State County/Parish
; TX299-389-277-002-00 08/19/1998 | 11/09/98 BK 596 PG 413 ENTRY 003050 TEXAS Reeves
M-100201
Property Name / Lessor

State of Texas, acting by and through its agent, Dorothy Jean Keenom, Individually and as Trustee of the Thomas Hill Puff Trust and as Trustee of the

Nancy Puff Jones Trust
Property Legal Description

The N/315 acres of the S/560 acres of Section 44, Block 56, Public School Land Survey

Payee Name & Address SSN/Tax Id Number
State of Texas, acting by and through the
Commissioner of the General Land Office Federal Tax Withheld
1700 N. Congress Avenue \D 0.00
e bl 6;‘.9 p Account Number
ﬂ Total Bank Charges
: 0.00
Payment Period Payment Amount Bank Service Property Property
Due Date | (in months) Description Due Charges Sub-Type Sub-Id
08/19/2000 12 Delay Rental 36.10 0.00
- ‘e ...
at® -
o o0/ / I [ 0.00] 0.00] [
e %
¥s 27 | [ [ 0.00] 0.00 |
14| | l 0.00] 0.00 £y o
L] L] = 7 7
Wi B f»Uzi
/1] | [ 0.00] 0.00 |

Instructions to depository: you have been designated as depository for the above described payment(s). Please credit the proceeds thereof to the parties
named and in the amounts indicated. Should any difficulty arise, make the deposit in a special account, and contact us immediatelyN 0 1 0 1 3 8 7






Check # 101369

| Property Id / MMS Eff. Date Recording Information State County/Parish
¥ TX299-389-277-003-00 08/19/1998 | 11/09/98 BK 596 PG 557 ENTRY 003066 TEXAS Reeves
M-100201
Property Name / Lessor
State of Texas, acting by and through its agent, Hill Investments, Ltd.
Property Legal Description
The N/315 acres of the S/560 acres of Section 44, Block 56, Public School Land Survey
Payee Name & Address SSN/Tax Id Number
State of Texas, acting by and through the
Commissioner of the General Land Office Federal Tax Withheld
1700 N. Congress Avenue 0.00
Austin, TX 78701 /L AECEENIG o
/b Total Bank Charges
0.00
Payment Period Payment Amount Bank Service Property Property
Due Date | (in months) Description Due Charges Sub-Type Sub-Id
08/19/2000 12 Delay Rental 3.29 0.00
® LE XX ] *
*dods’® | 0.00] 0.00] ]
.
I .. Ld
Yo/ Jou | 0.00 | 0.00] [
rr 0.00] 0.00] B
& 4% ] “1 s
T \J U 04 / JLf
| 0.00] 0.00] |

Instructions to depository: you have been designated as depository for the above described payment(s). Please credit the proceeds thereof to the parties
named and in the amounts indicated. Should any difficulty arise, make the deposit in a special account, and contact us mmediatelN 0 1 0_1 38 9
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Check #101371

Property Id / MMS Eff. Date Recording Information State County/Parish
TX299-389-277-004-00 08/19/1998 | 11/09/98 BK 596 PG 512 ENTRY 003061 TEXAS Reeves
M-100201

Property Name / Lessor

State of Texas, acting by and through its agent, Virginia Glenn Hill Lattimore, James Robert Hill and John A. Styrsky, Co-Trustees of the Houston and
Emma Hill Trust Estate; Virginia Glenn Hill Lattimore, Individually; and James Robert Hill, Individually

Property Legal Description

The N/315 acres of the S/560 acres of Section 44, Block 56, Public School Land Survey

Payee Name & Address SSN/Tax Id Number

State of Texas, acting by and through the

Commissioner of the General Land Office Federal Tax Withheld

1700 N. Congress Avenue 0.00

1. Y] 'S wial v
Austin, TX 787G '/\ Account Number

Total Bank Charges

A

0.00
Payment Period Payment Amount Bank Service Property Property
Due Date | (in months) Description Due Charges Sub-Type Sub-Id
08/19/2000 12 Delay Rental 78.75 0.00
FF | 0.00 0.00 | |
ssne
..IIC.
KA 0.00] 0.00] |
aeed
o /s | 0.00] 0.00] [
[ Ml 13 V7= N
rr | 0.00] 0.00] MY LLSUD
. 8
« o *
. ®0

Instructions to depository: you have been designated as depository for the above described payment(s). Please credit the proceeds thereof to the parties

named and in the amounts indicated. Should any difficulty arise, make the deposit in a special account, and contact us mmechateiN 0

101371
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Check #101373

Property Id /| MMS

Eff. Date

Recording Information

State

County/Parish

TX299-389-277-005-00
A M-100201

08/19/1998

11/09/98 BK 596 PG 746 ENTRY 003087

TEXAS

Reeves

Property Name / Lessor

State of Texas, acting by and through its agent, H-S Minerals and Realty, Ltd.

Property Legal Description

The N/315 acres of the S/560 acres of Section 44, Block 56, Public School Land Survey

V224

Payee Name & Address SSN/Tax Id Number
State of Texas, acting by and through the
Commissioner of the General Land Office Federal Tax Withheld
1700 N. Congress Avenue 0.00
Austin, TX 78701 Account Number
Total Bank Charges
0.00
Payment Period Payment Amount Bank Service Property Property
Due Qatg, | (in months) Description Due Charges Sub-Type Sub-Id
08/19/2000 1 12 Delay Rental 3.29 0.00
. LAY ..
LAY T
7F ] [ ] 0.00] 0.00] |
LN ] .
L i . :
’i 1 [ [ 0.00] 0.00] [
.
- * _aa
o ds* | l [ 0.00] 0.00] l
N0 _B81/88
/] | | 0.00] 0.00] |

Instructions to depository: you have been designated as depository for the above described payment(s). Please credit the proceeds thereof to the parties
named and in the amounts indicated. Should any difficulty arise, make the deposit in a special account, and contact us mmediatelw 0 1 O 1 3 7 3
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Check # 101365

Proparty Id /| MMS Eff. Date Recording Information State County/Parish
> TX299-389-277-001-00 08/19/1998 | 11/09/98 BK 596 PG 638 ENTRY 003075 TEXAS Reeves
M-100201

Property Name / Lessor

State of Texas, acting by and through its agent, KPW Revocable Trust; MSW Revocable Trust; and MLH Revocable Trust

Property Legal Description

The N/315 acres of the S/560 acres of Section 44, Block 56, Public School Land Survey

Ayisiere, .TX 78701

Payee Name & Address SSN/Tax Id Number
State of Texas, acting by and through the
Cgmnssuoner of the General Land Office Federal Tax Withheld
1783 de Longress Avenue 0.00

Account Number

Oloo
L]
2e e Total Bank Charges
g ¥ b 0.00
Payment Period Payment Amount Bank Service Property Property
Due Date | (in months) Description Due Charges Sub-Type Sub-Id
08/19/2000 12 Delay Rental 36.10 0.00
" s
l. .. . .
| [ 0.00] 0.00 o |
FFE [ 0.00] 0.00] |
fi ] | 0.00 0.00 | [
/1] l 0.00] 0.00] An ~10nl
VU UL U J

Instructions to depository: you have been designated as depository for the above described payment(s). Please credit the proceeds thereof to the parties
named and in the amounts indicated. Should any difficulty arise, make the deposit in a special account, and contact us lmmediateIN 0 1 U 1 3 8 5
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