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TEXAS GENERAL LAND OFFICE M- o030 ¥

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: 7@ @ 5. 558
Not Recommended:

Comments:

Lease Form

Recommended: [%A{ /sy
Not Recommended:
Comments:

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

Recommended: fiu_/

Not Recommended:

Garry Mauro, Commissioner Date:

Approved: _@m

Not Approved:
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RAL REVIEW SHEET

Transaction £ 2792 Gaologist: L. Collier
Lessor KPW Revocable Trust; MSW Revocable Trust; & MLH Rev | gaeg Date: 8/19/98 | 3
Lesses: Clay Johnson Acrgs: 108.28
LEASE DESCRIPTION
County BasaFleNo Part Sec. Block Twp Survey Abst#
REEVES — 153262 E/2 less N/40 & S/12 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
Primary Term: 5 years Primary Term 5 years
Bonus/Acre: $50.00 Bonus/Acrs $50.00
Rental/Acre: $1.00 Rental/Acre 2140
Royaity: 3116 Royaity 3/16
COMPARISONS
MF & Lesses Date Term Bonus/Ac.  Rental/Ac.  Royaity  Distance
Last Leass

Gomments: Gross acres 472.5. First & second year rental $1.00, third & fourth year rental $16.67.

_,‘3
Approved: " -~ -

Wednesday, September 09, 1998
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General Land Office i
Relingnishmnt Act Lease Form =
Revised, September 1597

OIL AND GAS LEASE

‘
Keenom ‘é
THIS AGREEMENT is made and eatered into & Eﬂyof_ﬁngnsj;_wgﬂ .bcmmthla::ofT:xzs.mngbymdthmughm
1 dually and as Trustee of the Thaomas Hill

agsn
Puff Trust and as "l"rus;[;_e_e___g_f__j;_hg Nancy Puff Jones Trust Y
1320 ILake Street, Fort Worth, Texas ’7610? said agear
(Give Permanent Address) *
herein referred to as the owner of the scil (whether one or more), and Clay JOhnson
203 W, Wall, Suite 800 of
Midland, Texas 79701
{Give Permanent Address)
hereinafier 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 pcrfcm by
Lessee under this lease, the State of Texas acting by and through thcowne.roﬂhcsod.hcrzbym Immdlcsmmlmee.forthesotcmdonly purpcss of
prospecting and drilling for and producing oil and gas, laying pipe lines, building tanks, storing oil 2nd building power stzrmns, ml:pbone lines and other suctures
thercon, to produce, save, taks care of, treat and Tansport said products of the lease, the following lands situated in Re County, Sm:
of Texas, to-wit:

The E/2 of Section 31, Block 56, Public School Land Survey, :
Save and Except the N/40 and the S/122.5

..o..i .
contAning 157.5 acres, morz or less. The bonus consideration paid for this lease is 25 follows:
LT N ]
feu® 3 To the State of Texas: i NI M 10§ 1y e i T e
. Ccllars (3. 902 .35 =,
sene . -
AR To thc ownerofthe soil: Nine Hundred Two and 35/100-—-—————-——————————e o ————
. Dollars (3 902 _35 = :
esseee
'. = Total bonus consideratios: ON€ Thousand Eight Hundred Four and 70/100---------
Dollars (S 1,804.70 :
-..... 2
ﬁc!ﬂulbo.nus consideraticn paid represeats a bonus of Fifty and No/100———————————c— e ————
s, ; ct :
._._n.:..n.a.-_g___ Doilars (S 50.00 ) peracrs, on 36,094 net acres
2. TERM. Subj:ct to the other provisions in this lease, this lease shall be for a term of Five (5) years from this datz

(herein called "primary term™) and as long therzafler as oil and gas, or cither of them, is produced in paying quantities fom said land.
As uscd in this lcase, the term "preducsd in paying quantities® means that the reczipts from the sale or other authorized commercial use of the substance(s) coversd

exceed out of pocket dperational expeases 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 bunﬂ conducted on the premises, then this lease shall terminate unless, on or before such anniversary date, Lessee shall pay, ' directly to the owne: 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 pavment. when timely made, shall continue this lease for
a period of one (1) additional vear. In like manner and upon pavment of the amounts set out in the follow ing schedule, this lease may be further continue for successive one-

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

Anniversary Date Delav Rental per Acre
First S L00
Second S 1.00
Third $16.67
Fourth $16.67

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




) 4. PRODUCTION ROYALTIES. Upon production of oil and/or gas, Lesse= m'cs ta pay or cause to be paid onc-half (1/2) of the royalry
provided for in this lease to the Commissioner of the General Land Office of the Statz of Texas, at Austin, Texas, and one-half (1/2) of such royalty to the owner of
the soil: =

(A) OIL. Royalty payable cn oil, which is defined as including all hydrocarbons preduced in a liquid form at the mouth of the well and also 25 al

condensate, distillate, and other liquid hydrocarbons recovered from oil or gas run through a separator or other equipmeny, as hereinaftz: 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 Cffice, such value to be det=rmined by 1) the highest posted prics, plus premium, if any, offered cr paid for oil, condensate, distillate, or other liquid
hydrocarbons, respectively, of a like type and gravity in the general area where producsd and whea run, or 2) the highest markst prics thereof offered or paid in the
general area where produced and when run, or 3) the gross procesds of the sale thereef, whichever is the grzater. Lessee agress that before any gas produced from the
leased premises is sold, used or processed in a plant, it will be run free of cost to the royalty owners through an adequate oil and gas separator of conventional type, or
othar equipment at least as efficient, so that all liquid hydrecarbons recoverabic from the gas by such means will be recovered. The requirement that such £as be run
through a separator or other cquipment may be waived in writing by the royalty owners upon such lerms and conditions as they prescrite.

(B) NON PROCESSED GAS. Royalty on 2ny gas (including flared gas), which is defined as 21l hydrocarbons and gaseous substances not defined
as oil in subparagraph (A) above, produced from any well on said land (excspt as provided herein with respect to gas processed in a plant for the extraction of
gascline, liquid hydrocarbens 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 oil or the Commissioner of the Ceacral Land Offics, 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 ran, or the gross price paid or offersd 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 squars inch absolutz, 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 accerding 1o 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 procsssed in a gasoline plant or other plant for the recovery of gasoline or other liquid hydrocarbons
shall be 3/16 part of the residue gas and the liquid hydrocarbons extractzd or the market value therect, at the option of the

owner of the soil or the Commissioner of the Geaeral Land Office. All royalties duc herein shall be based on one hundred percent {100%) of the totl plant
preduction of residue gas antributable to gas produced from this lease, and on fifty perceat ($G%), or that percent accruing to Lessze, whichever is the Zrzater, of the
total plant production of liquid hydrocarbens artributable to the gas producsd fom this lease; provided that if liquid hydrocartons are recovered fom gas processed
in a plant in which Lessee (or its pareat, subsidiary or affiliate) owns an interest, then the percentage applicable to liquid hydrocarbons shall de fifty percsnt (50%) cr
the highest percant accruing to a third parsy processing gas through such plant under a procsssing agrszment nezotiatzd at arm's length (or if thers is no such third
party, the highest percent then being specified in procsssing agreements or sentracts in the incustry), whichever is the greater. The respective royaities on residuc gas
anddhyltdlyd hydrecarbons shail be detern.ined by 1) the highest markst prics paid or offered for any gas (or liquic' wydrocarbons) of comparable quality in the
gencfal 8%a or 2) the gross prics paid or offered %or such resicue zas (or the weighted average gress selling prics for the respective grades of liquid hydrocarpons),
whigh@®®&® [s the zrzater, In no event, however, shall the royalties payable under this parzgraph be less than the royalties which would have besn due had the'gas not
been wpucedsed.

L]
ssee (D) CTHER PRODUCTS. Royalty on caron black, sulphur or any other products producsd or manufzcrursd for- 3as (excspting liquid hydrocasbons)
wh®t§arealt gas be “casinghead,” “dry,” or any other gas, by fractionating, buming or any other precsssing shall e 3/16 ;:ai;: of the
gross prodyetion 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
val 8 Hetermined as follows: 1) on the basis of the highest market price of each product for the same month in which such preduct is producsd, or 2) on the
basis of the average gross sale price of each, product for the same month in which such products arz produced; whichever is the greater. i

seseel. MINIMUM ROYALTY. During any year after the expiraticn of the primary ierm of this lease, if this lease is maintained by production, the miraltics
paid Snder 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 payabic on or
befars shalist day of the month succezzding the anniversary date of this leasz a sum equal to the total annual renal less the amcunt of royalties paid during the

preceling Jear. EParssraph3ofthisteassdoes ot specifyradetayrentaamount—then for the purposes of this paragraph, the delay reatal amount shall be one

dollar ($1.00) per acre.

6. RCYALTY IN KIND. Notwithstanding any other provision in this leasz, at any timne or from time to time, the owner of the soil or the Commissioner
of the General Ladd Office may, at the opticn cf either, upon not less than sixty {50} days notize to the holder of the lease, require that the payment of any royahicS_
accruing to such royalty owner under this lease be made in kind. The owner of .ic 50il's or the Comrnissioner of the General Land Office's right to take its royalty in
kind shall not diminish or negate the owner of the soil's or the Commissicner of the General Land Office's rights or Lessee's obligations, whether express or implisd,

under this lease.

7. NC DEDUCTIONS. Lesses agrees that all royaltes accruing under this lease (including those paid in kind) shall be without deduction for the cost of
producing, gathering, storing, separating, treating, dehydrating, compressing, procsssing, ransporting, and otherwise making the oil, gas and other producs :
herzunder ready for sale or use. Lesses agress 1o compute and pay royalties on the gross valuc reesived, including any reimbursements for severance taxes and
production related costs.

8. PLANT FUEL AND RECYCLED GAS. No royalty shall be payatle on any gas as may represent this leass's proportionats share of any fuel used 10 )
process gas produced hereunder in any proczssing plant Netwithstanding any other provision of this lease, and subject to the written consent of the owner of the soil
2nd the Commissioner of the General Land Office, Lesses may r=cycl» gas for zas lift purposes on the leased premises or for injection into any oil or gas producing
fermation underlying the leased premises after the liquid hydrocarbens contained in the gas have bezn removed; no royalties shall be payatle on the resycicd 2as
until it is produczd and scld or used by Lzssez in a manner which eatitles the royalty owners to a royalty under this [sase.

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

. . : s ear fareh |- anictmr s curr=ntls H Jyalty gil €
Payment of reevalty on production of oil and gas shall be as provided in the rules set forth in the Texas Register, Rules currently previde that royaity C”_-" ’sjl'
and must be reczived in the Gensral Land OfTice on or before the Sth day of the second month suceseding the month ef producticn, and royalty cn gas is au:ta--t_ )
widvit of the

uing tie month cf production, accompanied by the afficavit 98 f
_r

aeral Land Cffic: and showing the prass amount and di position ©

eats, records or refors confirming the gross production. dispesition

must be received in the General Land Offics on or befcrs the 15th day of the sezond month suc

owmer, manager or other authorized agent, completed in the form and manner prescn
all oil and gas producsd and the market value of the oil and gas, tog=ther with a copy of all ocum



B S

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

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessce shall annually furnish the Commissioner of the General Land Office with
its best possible estimate of oil and gas reserves underlying this lease or allocable to this lease and shall furnish said Commissioner with copies of all contracts under
which gas is sold or processed and all subsequent agreememts and amendments to such coatracts within thirty (30) days after entering into or making such contracts,
agreements or amendments. Such contracts and agreements when received by the General Land Office shall be 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 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 Attorney General, the Governor, or the representative of any of them. .

(B) PERMITS, DRILLING RECORDS. Written notice of all operations oa this lease shall be submitted to the Commissioner of the General
Land Office by Lessee or operator five (5) days before spud date, workover, re-entry, temporary abandonment or plug and abandonment of any well or wells. Such
written notice to the General Land Office shall include copics 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-hole section, from the base of the surface casing to the total depth of well, of all wells drilled on the above described premises and shall transmit a true copy of
the log of each survey on each well o the General Land Office within fifteen (15) days after the making of said survey.

P (C) PENALTIES. Lessee shall incur a penalty whenever reports, documents or other materials are not filed in the General Land Office when
due. 'gi'pemlry 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 G:ncral
Land Otce. Z

.0 .

® 11. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, during the primary term hereof and prior to discovery and production
of il 8 #a¢ 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 oif or
gas f’9H 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 of garfpletion of said dry hole or cessation of production Lessee commences additional drilling or reworking operations thereon, or pays or tenders the next
annuAll del8y 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,
untjl the epiration of the primary term; and if Lessee has not resumed production in paying quantitics at the expiration of the primary term, Lesses may maintain this
leasesby conducting additional drilling or reworking operations pursuant to Paragraph 13, using the expiration of the primary term as the date of cessationof - *
pm.dgstio'r:undcr 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 tesm hereof, Lessce may resume payment of the annual reatal in the same manner as provided herein on or before the rental paying date following the
expiration of sixty (60) days from the date of completion of such shut-in oil or gas well and upon the failure to make such payment, this lease shall ipso facto
terminate. If at the expiration of the primary term or any time thereafter a shut-in oil or gas well is located on the leased premises, payments may be made in

accordance with the shut-in provisions hereof.

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

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

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

14. SHUT-IN ROYALTIES. For purposes of this paragraph, “well” means any well that has been assigned a well number by the state agency h:win_g
jurisdiction over the production of oil and gas. 1f, at any time after the expiration of the primary term of a lease that, until being shut in, was being maintained in
force and cffect, a well capabic of producing oil or gas in paying quantities is locazed on the leased premises, but oil or gas is not being produced for lack of suitable
production facilities or lack of a suitable market, then Lesses may pay as a shut-in oil or gas royalty 2n amount equal to double the annual rental provided in the

lease, but not less than $1,200 a year for each well capable of producing eil or gas in paying quantitics. -
Anounl=tren for the purposes of this paragraph, the delay rental amount shall be one dollar (51.00) per acre. To be effective, each initial shut-in oil or gas reyalty



must be paid on or before: (1) the expiration of the primary term, (2) 60 days after the Lessee ceases to produce oil or gas from the leased premises, or (3) 60 days
after Lessee completes a drilling or reworking operation in accordance with the lease provisions; whichever date is latest. Such payment shall be made onc-half (1/2)
to the Commissioner of the General Land Office and one-half (1/2) to the owner of the soil. If the shut-in oil or gas royalty is paid, the lease shall be considered to be
a producing Icase 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.

‘ c
15. COMPENSATORY ROYALTIES. If, during the period the lease is kept in effect by payment of the shut-in oil or gas royalty, oil or gas is sold and
delivered in paying quantities from a well Jocated within one thousand (1,000) feet of the leased premises and completed in the same producing reservoir, or in any
case in which drainage is occurring, the right to continue to maintain the lease by paying the shut-in oil or gas royalty shall czase, but the lease shall remain efective
for the remainder of the year for which the royalty has been paid. The Lessee may maintain the lease for four more successive years by Lesses paying compensatory
royalty at the royalty rate provided in the lease of the market value of production from the well causing the drainage or which is completed in the same producing
reservoir and within one thousand (1,000) feet of the leased premises. The compensatory royalty is to be paid monthly, one-half (1/2) to the Commissioner of the

General Land Office and one-half (1/2) to the owner of the soil, beginning on or before the last day of the month following the month in which the oil or 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 period is in an amount less than the annual shut-in oil or gas royalty, Lesses shall pay an amount equal to the
difference within thirty (30) days from the end of the 12-month pericd. Compeasatory royalty payments which are not timely paid will accrue penalty and interest in
accordance with Paragraph 9 of this lease. None of these provisions will relieve Lessee of the obligation of reasonable development nor the obligation to drill offser
wells as provided in Texas Natural Resources Code 52.173; however, at the determination of the Commissioner, and with the Commissioner's written approval, the

payment of compensatory royaltics 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 completzd on the leased premises, Lessee shall exercise the diligence of a reasonably prudent operator in drilling such additional well or wells as may be

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

(A) VERTICAL. In the event this lease is in force and effect two (2) years after the expiration date of the primary or extended term it shall then terminate
as 10 all of the leaszd premises, EXCEPT (1) 40 acres surrounding each oil well capable of producing in paying quantities and 320 acres surrounding each gas well .
capable of producing in paying quantities (inc!uding a shut-in oil or gas well as provided in Paragraph 14 hereof), or a well upon which Lessee is then engaged in
continuous drilling or reworking operations, cr (2) the number of acres included in a producing pooled unit pursuant to Texas Natural Resources Code 52.151-
52.153, or (3) such greater or lesser number of acres as may then be allocated for production purposes to a proration unit for 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
dge of the partial termination provisions hereof, the applicable field rules are changed or the well or wells located thereon arc c=classified so that less acreage is
thercafter allocated to said well or wells for production purposes, this lease shail thercupon terminate as to all acreage not thereaiter allocated to said well or wells for
pr.ud-:b'o.n purposes. Notwithstanding the termination of this lease as to a portion of the lands covercd hereby, Lesses shall nevertheless continue to have the right of °
ingsess taand egress from the lands still subject to this lease for all purposes described in Paragraph 1 hereof, together with casements and rights-of-way for existing
roads, existing pipelines and other existing facilities on, over and across all the lands described in Paragraph 1 hereof (“the retained lands®), for access to and-from the
retgiged lands and for the gathering or transportation of oil, gas and other minerals produced from the retained lands. a2 ‘

- -

LL LR . a
o (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
terpimeceas to all depths below 100 feet below the total depth drilled (hereinafter "deeper depths™) in each well located on acreage retained in Paragraph 16 (A)
a.bov'e. unless on or before two (2) years after the primary or extended term Lessee pays an amount equal to one-half (1/2) of the bonus originally paidas ¢
consideration for this lease (as specified on page 1 hercof). If such amount is paid, this lease shall be in force and effect as to such deeper depths, and said
tesrminasien shall be delayed for an additional period of two (2) years and so long thereafter as oil or gas is produced in paying quantities from such deeper depths

covkred Y this lease.
L]

ssssee

. * (C) IDENTIFICATION AND FILING. The surface acreage retained hereunder as to each well shall, as nearly as practical, be in the form of a square with
the well located in the center thereof, or such other shape as may be approved by the Commissioner of the General Land Office.. Within thirty (30) days after partial
termination of this lease as provided herein, Lessee shall execute and record a release or releases containing a satisfactory legal description of the acreage and/or
depths not retained hereunder. 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 General Lind Office rules in effect on the date the release is filed. If Lesses fails or refuses to exccute and record such release or releases within ninety (90)
days after being requested to do so by the General Land Office, then the Commissioner at his sole discretion may designate by written instrurent the acreage and/or
depths to be released hercunder and record such instument at Lessee's expense in the county or counties where the lease is located and in the official records of the

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

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

compensatory royalty under applicable 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 implicd 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, thea while so prevented, Lessee's obligation to comply with such covenant shall be suspended and Lesses
shall not be liable for damages for failure to comply with such covenants; additionally, this lease shall be extended while Lessez is prevented, by any such cause,
from conducting drilling and reworking operations or from producing oil or gas from the leased premises. However, nothing in this paragraph shall suspend the
payment of delay rentals in order to maintain this lease in effect during the primary term in the absence of such drilling or reworking operations or production of ol

or gas.



19. WARRANTY CLAUSE. The owner of the soil warrants and agrees to defend title to the leased premises. If the owner of the soil defaults in
payments owed on the leased premises, then Lessee may redeem the rights of the owner of the soil in the leased premises by paying any mortgage, taxes or other liens
on the leased premises. If Lessee makes payments on bebalf of the owner of the soil under this paragraph, Lessee may recover the cost of these payments from Pl
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 rental herein provided to be paid to the owner of the 50il shall be paid 1o him
in the proportion which hisinterest bears to the entire undivided surface estate and the royalties and rental herein provided to be paid to the Commissioner of the
General Land Office of the State of Texas shall be likewise proportionately reduced. However, before Lessee adjusts the royalty or rental due to the Commissioner of
the General Land Office, Lessee or his authorized representative must submit to the Commissioner of the General Land Office a written statement which explains the
discrepancy between the interest purportedly leased under this lease and the actual interest owned by the owner of the soil. The Commissioner of the General Land
Office shall be paid the value of the whole production allocable to any undivided interest not covered by a lease, less the proportionate development and production
cost allocable to such undivided interest. However, in no event shall the Commissioner of the General Land Office receive as a royalty on the gross production
allocable to the undivided interest not leased an amount less than the value of one-sixtzenth (1/16) of such gross. production.

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

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

without the prior consent of the owner of the soil.

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

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

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

s a0

o *2+25. POLLUTION. In developing this area, Lessee shall use the highest degree of care and all proper safeguards to prevent pollution. Without limiting the
forcgeimg, pollution of coastal wetlands, natural waterways, rivers and impounded water shall be prevented by the use of containment facilities sufficient to prevent
spillags, sespage 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
pollusasand shall be responsibic for all damage to public and private properties.. Lessee shall build and maintain fences around its slush, sump, and drainage pits
and Yynkehalticrics 5o as to protect livestock against loss, damage or injury; and upon completion or abandonment of any well or wells, Lessee shall fill and level all
slush pits agd cellars and completely clean up the drilling site of all rubbish thereon. Lessee shall, while conducting operations on the leased premises, keep said
preffiB&® e of all rubbish, cans, bottles, paper cups or garbage, and upon completion of operations shall restore the surface of the land to as near its original
conditign and contours as is practicable. Tanks and equipment will be kept painted and presentable.

=
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gehs «36. REMOVAL OF EQUIPMENT. Subject to limitations in this paragraph, Lessee shall have the right to remove machinery and fixtures placed by

Lesse? on the leased premises, including the right to draw and remove casing, within one hundred twenty (120) days after the expiration or the termination of this

leass anlesssthe owner of the soil grants Lessee an extension of this 120-day period. However, Lessee may not remove casing from any well capable of producing oil

and gls in paying quantities. Additionally, Lessee may not draw and remove casing until after thirty (30) days written notice to the Commissioner of the General

Land Office and to the owner of the soil. The owner of the soil shall become the owner of any machinery, fixtures, or casing which are not timely removed by Lesses

under the terms of this paragraph.

27. (A) "ASSIGNMENTS. Under the conditions contained in this paragraph and Paragraph 29 of this lease, the rights and estates of either party to this
lease may be assigned, in whele 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 effectiveness of any payment made by Lzssee 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 Lesses for any purpose until thirty (30) days after the owner of the soil (or his heirs, devisees, legal
representatives or assigns) fumishes the Lessee with satisfactory written evidence of the change in ownership, including the original recorded muniments of title (or 2
certified copy of such original) when the ownership changed because of a conveyance. A total or partial assignment of this lease shall, to the extent of the interest
assigned, relicve and discharge Lessee of all subsequent obligations under this lcase. If this lease is assigned in its entirety as to only part of the acreage, the right and
option to pay rentals shall be apportioned as between the several owners ratably, according to the 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 or assignee does not file
certified copy of such assignment in the General Land Office before the next rental paying date, the entire lease shall terminate for failure to pay the entire rental due
under Paragraph 3. Every assignee shall succeed to all rights and be subject to all obligations, liabilities, and penalties owed to the State by the original lessee or any

prior 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 part by
assignment without the prior written approval of the Commissioner of the General Land Office, this lease is void as of the time of assignment and the agency power
of the owner may be forfeited by the Commissioner. An assignment will be treated as if it were made to the owner of the soil if the assignez is:

(1) anominee of the owner of the soil; ) L
(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 partmership in which the owner of the soil is a partner or is an employes of such a partnership;
(4) a principal stockholder or employee of the corporation which is the owner of the soil;

(5) a partner or empleyes in a parmership which is the owner of the soil; Ik True and Correct
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(6) afiduciary for the owner of the soil; including but not limited to a guardian, trustee, executor, administrator, receiver, or conservator for the
owner of the soil; or
(7) afamily member of the owner of the s0il or related to the owner of the soil by marriage, blood, or adoption.

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

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

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

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

interests.

32. FORFEITURE. If Lessee shall fail or refuse to make the payment of any sum within thirty days after it becomes due, or if Lessee or an authorized
agent should knowingly make any false return or false report conceming production or drilling, or if Lessee shall fail or refuse to drill any offsct well or wells in good
faith as required by law and the rules and regulations adopted by the Commissioner of the General Land Office, or if Lessee should fail to file reponts 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 o erations, or if Lessee or an authorized agent should knowingly fail or refusé to give
correct information to the proper authority, or knowingly fail or refuse to fu: .sh the General Land Offics a correct log of any well, or if Lessce 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 Cffice as required by law, the rights
acquired under this lease shall be subject to forfeiture by the Commissioner, and he shall forfeit same when sufficiently informed of the facts which authorize a
forfeiture, and when forfeited the area shall again be subject to lease under the terms of th= Relinquishment Act. However, nothing herein shall be construed as
waiying %t automatic termination of this lease by operation of law or by reason of any :;zcial limitation arising hereunder. Forfeitures may be set aside and this
lease and &l rights thereunder reinstated before the rights of another intervene upon satisisctory evidence to the Commissioner of the General Land Office of future
compﬂu:c-.with the provisions of the law and of this lease and the rules and regulations that may be adopted relative hereto.

e 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 thig gage to secure payment of all unpaid royalty and other sums of money that may become due under this lease. By acceptance of this lease, Lessee grants the
Stat?, jg gddition to the licn provided by Texas Natural Resources Cods 52.136 and any other applicable statutory lien, an express contractual lien on and security
interest in al} leased minerals in and extracted from the leased premises, all procesds which may accrue to Lessee from the sale of such leased minerals, whether such
proctgds*ag held by Lessee or by a third party, and all fixtures on and improvements to the leased premises used in connection with the production or processing of
such leased minerals in order to securc 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 sccurity interest may be
forealosodewith or without court proceedings in the manner provided in the Tite 1, Chapter 9 of the Texas Business and Commerce Code. Lessee agrees that the
Cornmissioner may require Lessee to execute and record such instruments as may be reasonably necessary to acknowledge, amtach or perfect this lien. Lessec hereby
repraseawsdfiat there are no prior or superior liens arising from and relating to Lesses s activities upon the above-described property or from Lessee's acquisition of
this 1éase. Should the Commissioner at any time determine that this representation is not true, then the Commissioner may declare this lease forfeited as provided

herein.

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

Resources Code 52.152.

35. INDEMNITY. Lesses hereby releases and discharges the State of Texas aEd the owner of the soil, their officers, employees, parmers, agents,
contractors, subcontractors, guests, invitees, and their respective successors and assigns, of and from all and any actions and causes of action of cvery nature, or other
harm, including environmental harm, for which recovery of damages is sought, including, but not limited to, all losses and expeases which are caused by the
activities of Lessee, its officers, employees, and agents arising out of, incidental to, or resulting from, the operations of or for Lessez 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 sil,
their officers, employees and agents, their successors or assigns, against any and all claims, liabilities, losses, damages, actions, personal injury (including death),
costs and expenscs, or other harm for which recovery of damages is sought, under any theory including tort, contract, or strict liability, including attomeys' 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 dircctors, officers, employees, parmers, agents, contractors, subcontractors, guests, invitees, and their respective
successors and assigns. Each assignee of this Agreement, or an interest therein, agrees to be liable for, exonerate, indemnify, 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 activitics of Lessee, its officers,
employees, and agents as described above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF THE INDEMNITY OBLIGATIONS
AND\OR LIABILITIES ASSUMED UNDER THE TERMS OF THIS AGREEMENT SHALL BE WITHOUT LIMITS AND WITHOUT REGARD TO
THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXISTING CONDITIONS), STRICT LIABILITY, OR THE NEGLIGENCE OF ANY PARTY
OR PARTIES (INCLUDING THE NEGLIGENCE OF THE INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE BE SOLE, JOINT,

CONCURRENT, ACTIVE, OR PASSIVE.



36. ENVIRONMENTAL HAZARDS. Lessee shall use the highest degree of care and all reasonable safeguards to prevent contamination or pollution of
any environmental medium, including soil, surface waters, groundwater, sediments, and surface or subsurface strata, ambient air of any other eavironmental mediym
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 substancss rezulated as hazardous wastes, harardous materials, hazardous substances (as the term “Hazardous
Substance” is defined in the Comprehensive Environmental Response, Compensation and Liability Act (CERCLA), 42 U.S.C. Sections 9601, et seq.), or toxic
substances under any federal, state, or local law or regulation (“Hazardous Materials™), except ordinary products commonly used in connection with oil and gas
exploration and development operations and stored in the usual manner and quantities. LESSEE'S VIOLATION OF THE FOREGOING PROHIBITION
SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND
DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST ANY CLAIMS, DAMAGES, JUDGMENTS, PE‘JAL'X‘[ES’
LIABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS' FEES AND COURT COSTS) CAUSED BY OR ARISING OUT OF MmA
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, UFPON
LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY GOVERNMENTAL -
AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBLIGATIONS OF LESSEE
HEREUNDER SHALL SURVIVE THE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF THIS AGREEMENT.

37. APPLICABLE L AW. This lease is issued under the provisions of Texas Nanural Resources Code 52,171 through 52.190, commonly known as the
Relinquishment Act, and other applicable stanutes and amendments thereto, and if any provision in this lease does not conform to these 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 Office of the State of Texas. Cucs the filing requirements found in Paragraph 39 of this lease have been satisfied, the effective date of this lease shall

be the date found on Page 1.

39. LEASE FILING. Pursuant to Chapter 9 of the Texas Business and Commercz Code, this lease must be filed of record in the office of the County
Clerk in any county in which ail or any part of the leased premises is located, and centified copies thereof must be filed in the General Land Office. This lease is not
ef.f-c;hfe l.m:il a certified copy of this lease (which is made and centified by the Counry Clerk from his records) is filed in the General Land Office in accordancs with
Texasdatural Resources Code 52.133. Additionally, this lease shall not be binding upon the State unless it recites the actual and true consideration paid or promised
fo:‘“!ﬂuion of this lcase. The bonus due the State and the prescribed filing fec shall accompany such certified copy to the General Land Office. }

L]
‘:* ‘See Exhibit "A" Attac for Additional Provisions
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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
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Keenom /Q

Dorothy Jean i1l SS#

Thomas Hill Puff Trust Tax 10 (NG_N_
Nancy Puff Jones Trust Tax I'Dii__
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STATE OF

COUNTY OF, )

BEFORE ME, the undersigned authority, on this day personally appeared
lmowur.umembethegcnonﬁbsznmeismbsm‘bcdmlhefof:going instrurnent, as

I T ———

(CORPORATION ACKNOWLEDGMENT)

of

and acknowledged to me that he executed the same

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

Given under my hand and seal of office this the,

day of

19 .

STATE OF
COUNTY OF

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

Notary Public in and for

(CORPORATION ACKNOWLEDGMENT)

of

and acknowledged to me that he executed the same

for the purposes and consideration thercin expressed, in the capacity stated, and as the act and dezd of said c-orpomnon.

Given under my hand and seal of office this the

day of

, 19 ;

. o0
. e L]
. e
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.e .
STATEOF TEXAS
COURSUF__ TARRANT

Notary Public in and for

(INDIVIDUAL ACKNOWLEDGMENT)

sean
Keenom ,49 A
nonay pefo.re me, the undersigned authority, on this day personally :pdpea.re
Trustee of the Thomas Hill Puff Trust as 'Irustee o e Nancy Fu ones [rus

known to me [0 be the persons whose names are subscribed to the foregoing instrument, and acknowledged to me that they exzcuted the same for the purposes and

can.ﬂd-ucn therein expressed.

September 49 98

sees -?iv:n under my hand
.
MY COMMISS

stateor____ | JKOA
COUNTY OF W CU_M

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

= “*] dayof ~)
ION EXPIRES

March 7, 2002 'I

L

otary Publicinand for_the State of Texas

(INDIVIDUAL ACKNOWLEDGMENT)

CQ(U{\J C}ohvl%)\,

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

consideration therein expressed.

Given under my hand and seal of office this the 2 %

AP AP S A e

P

u“ oy, MONICA MARLOWE

% £ \ NOTARY PUBLIC
el S %] State of Texas
‘”‘)\.7 ‘f Comm. Exp. 10-30-29
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= W’M

L |

Fpt 1599
Hoypweathos

Notary Public in and for____ @A~

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




“EXHIBIT A”

" Attached to and made a part of Oil and Gas Lease geenom /ﬂ zé
dated August 19, 1998 by and between Dorothy JeanrHitk Individually

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 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.

. e
e *oit’is further agreed that Lessee, its successors and assigns, shall not erect any buildings or houses on the leased premises and that

L2 *20nly those structures which are reasonably necessary for production facilities or tank batteries shall be erected on the surface of
': tht leased premises.

7:::I§atwithsmnding any other provisions of this lease to the contrary, it is expressly understood and agreed that Lessee will not

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

* 3" “ihewriting if fresh water is encountered during drilling, or if a fresh water formation is penetrated. '
E ;

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

10.

11,

as§1gns free and clear of weeds and noxious vegetation and will maintain the same in a reasonable manner to prevent additional
-dqnage to the owner of the soil’s other land and crops.

Upon written demand by the owner of the soil, Lessee shall build and maintain fences around its §lush 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.

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.

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.
COUNTY OF REEVES

The above and fotegoing is a IuLI irue and correc/'? {)graphrc copy of the
onginal recard row in my lawlul custody and possession, as the same is

RERIOOOREXTO Bl RECORDES TR
OFFICIAL PUBLIC RECORDS

True and Correet

!‘{;'11,,* ,,  Iherebycerifiedon 11/5/98 copy of

s 'i§ REZ, COUNTY CLERK Original filed in
LUAYAY /4 Reeves County
‘;:";:gtﬁ’: B DEPUTY Clerks Office

Virginia Palomino
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General Land Office
Relinquishmnt Act Lease Form

Revised, September 1997 | - -
OIL AND GAS LEASE E
. - Styrsky
i tered i i &% day of 19 between the State of T i g%mgthmu i
agen 'l'I'ﬂ..SA'GR.EEMEQTH_jul lTmhl]'_at:t‘m’:'ln‘lilli'em dgmmthu *’ﬁﬂ?#g]ﬁ%}\. ’ OD-IZMQ?E'% afﬁ Frma
i . Virmini i ] i X Borert Hil1l, Tndividg|lly
i -6869 said agent
(Give Permanent Address) | *
herein referred to as the owner of the soil (whether one or more), and Clay Johnson
203 W, Wall, Sunite K00 of
Midland, Texasg 70701
(Give Permanent Address)

hereinafier called Lessee,

1. GRANTING CLAUSE. For and in consideration of the amounts stated below and of the covenants and agreements to be paid, kept and performed by
Lessee under this lease, the State of Texas acting by and through the owner of the soil, bereby grants, leases and lets unto Lessee, for the sole and only purposs of
prospecting and drilling for and producing oil and gas, laying pipe lines, building tanks, storing oil 2nd building power stﬁons. 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 eeves County, State
of Texas, o-wit: .

The E/2 of Section 31, Block 56, Public School Land Survey,
Save and Except the N/40 and the S/122.5

containing__157.5 acres, more or less. The bonus consideration paid for this lease is as follows:
To the State of Texas: ONe Thousand Nine Hundred Sixty-eight and 75/100 -
Js e Dollars (3__1,968.75 )
:.:: To the owner of the soil:__One Thousand Nine Hundred Sixty-eight and 75/100
“es” o Dollars (5__1,968.75 ) _
,:,, Total bonus consideration:__Three Thousand Nine Hundred Thirty-seven and 50/100-—————————-
S e Dollars (5__3,937.50 )
Tbcw.l.llteius consideration paid represeats a bonus of Fifty and No/100———————————— e ———
> Doilars (§ 50.00 ) peracre,on /8. /D nmetacres.
seneide TERM. Subject to the other provisions in this I:a.se'. this lease shall be foratermof_ Five ( 5) years from this date

(hereill calic¥ "primary term™) and as long thereafter as oil and gas, or cither of them, is produced in paying quantities from said land.
As vzed,ipdflis lcase, the term "produced in paying quantities® means that the receipts from the sale or other authorized commercial use of the substancs(s) covered

exceed out df pocket Gperational 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 fease 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

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

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




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

the soil:

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

condensate, distillate, and other liquid hydrocarbons recovered from oil or gas run through a separator or other equipment, as hereinafter provided, shall be
3_/1 64 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 determined by 1) the highest posted price, plus premium, if any, offered or paid for oil, condensate, distillate, or other liquid
hydrocarbons, respectively, of a like type and gravity in the general area where produced and when run, or 2) the highest market price thereof offered or paid in the
general area where produced and when run, or 3) the gross proceeds of the sale thereof, whichever is the greater. Lessee agrees that before any gas produced from the
leased premises is sold, used or processed in a plant, it will be run free of cost to the royalty owners through an adequate oil and gas 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 Officz, such value to be based on the highest market price paid or offered for gas of comparable quality in
the general area where produced and when run, or the gross price paid or offered to the producer, whichever is the greater; provided that the maximum pressure base
in measuring the gas under this lease shall not at any time exceed 14.65 pounds per square inch absolutz, 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 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 lcase, 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 arc recovered from gas processad
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 procsssing agreement negotiated at arm’s length (or if there is no such third
party, the highest percent then being specified in processing agreements or contracts in the industry), whichever is the greater. The respective royalties on residuc gas
and on liquid hydrecarbons shall be detemn.ined by 1) the highest market price paid or offered for any gas (or liquid hydrocarbens) of comparable quality in the
general arca, or 2) the gross price paid or offered for such residue gas (or the weighted average gross selling prics for the respective grades of liquid hydrocarons),
whichever is the greater. In no event, however, shall the royalties payable under this paragraph be less than the royalties which would have been due had the gas not
been processed.

. o0

. H
* ** (D) OTHER PRODUCTS. Royalty on carbon black, sulphur or any other products produced or manufactured fror: gas (excepting liguid hydrocarbons)
whgtft] 33id gas be "casinghead,” *dry,” or any other gas, by fractionating, buming or any other preeessing shall be 3/16 past of the
gros8 Prodliction 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
valueto 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 prodgeed, or 2) on.the
basis efthe average gross sale price of each product for the same month in which such prodtcts are produced; whichever is the greater. : ¥

- ¢
3 _:5. MINIMUM ROYALTY. During any year after the expiration of the primary term of this lease, if this lease is malnr.aincd by production, the royalties
paiddhdemthis lease in no event shall be less than an ameunt equal to the total annual delay rental herein provided; otherwise, there shail be dueland payable on or
beforeg,the last day of the month succeeding the anniversary date of this lease a sum equal to the total annual renatal less the amount of royalties paid during the

preceding year. HePereprapir3-oftinriesedoermotspecifyrdohny-romtsi-wmoont-then for the purposes of this paragraph, the delay rental amount shall be one

dol?§ {31.00) per acre.

.
ese** % ROYALTY IN KIND. Nowwithstanding 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 Ldnd 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 myaltics'
accruing to such royalty owner under this lease be made in kind. The owner of the soil's or the Commissioner of the General Land Office's right to take its royaity in

kind shall not diminish or negate the owner of the soil's or the Commissioner of the General Land Office's rights or Lessee's obligations, whether express or implied,
under this lease.

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

8. PLANT FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as may represent this lease's proportionate share of any fuel used to
process gas produced hereunder in any processing plant. Notwithstanding any other provision of this lease, and subject to the written consent of the owner of the soil
and the Commissioner of the General Land Office, Lessee may recycle gas for zas 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 Lesses in a manner which entitles the royalty owners to a royalty under this lease.

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

Payment of reyalty 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 reczived in the General Land Office on or before the Sth day of the second month succseding the month of production, and royalty on gas is duc‘aﬂd
must be received in the General Land Office on or before the 15th day of the second month succezding the month of production, accompanied by the affidavit ofthe
owner, manager or other authorized agent, completed in the form and manner prescribed by the General Land Offic= and showing the gross amount and di position of
all oil and gas produced and the market value of the oil and gas, together with a copy of all uocuments, records or reports confirming the gross production, disposition



’

‘ and market value including gas meter readings, pipeline receipts, gas line receipts and other checks or memoranda of amount produced and put into pipelines, tanks
or pools and gas lines or gas storage, and any other reports or records which the General Land Office may require to verify the gross production, dispositionang
market value. In all cases the authority of a manager or agent to act for the Lessee herein must be filed in the General Land Office. Each royalty payment shall be
accompanied by a check stub, schedule, summary or other remittance advice showing by the assigned General Land Office lease number the amount of royalty bein
paid on each lease. If Lessce pays his royalty on or before thirty (30) days after the royalty paymeat was due, then Lessec owes apmaltyofs%on:hemmw .
$25.00, whichever is greater. A royalty payment which is over thirty (30) days late shall accrue a penalty of 10% of the royalty duc or $25.00 whichever is greater
In addition to a penalty, royalties shall accruc interest at a rate of 12% per year; such interest will begin accruing when the royalty is sixty (60) days overduye. a
AfTidavits and supporting documents which are not filed when due shall incur a penalty in an amount set by the General Land Office administrative rule which is
effective on the date when'the affidavits or supporting documents were due. The Lessee shall bear all responsibility for paying or causing royalties to be paid as
prescribed by the due date provided herein. Payment of the delinquency penalty shall in no way operate to prohibit the State's right of forfeiture as provided by Jaw
nor act to postpone the date on which royalties were originally due. The above penalty provisions shall not apply in cases of title disputz as to the State’s 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 furnish the Commissioner of the General Land Office with
its best possible estimate of oil and gas reserves underlying this lease or allocable to this lease and shall furnish said Commissioner with copies of all contracts under
which gas is sold or processed and all subsequent agreememts and amendments to such coatracts within thirty (30) days after entering into or making such contracts,
agreements or amendments. Such contracts and agreements when 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, 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 Governor, or the representative of any of them. .

(B) PERMITS, DRILLING RECORDS. Written notice of all operations oa this lease shall be submitizd to the Commissioner of the General
Land Office by Lessee or operator five (5) days before spud date, workover, re-cntry, 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 repons shall be supplicd to the General Land Office at the time they are filed with the Texas Railroad Commission. All applications, pennits, reports or
other filings that reference this lease or any specific well on the leased premises and that are subminizd to the Texas Railroad Commission or any other governmental
agency shall include the word "State” in the title. Additionally, in accordance with Railroad Commission rules, any signage on the leased premises for the purpose of
identifying wells, tank batteries or other associated improvements to the land must also include the word "State.® Lessee shall supply the General Land Office with
any records, memoranda, accounts, reports, cuttings and cores, or other information relative to the operation of the above-described premises, which may be
requested by the General Land Office, in addition to those herein expressly provided for. Lessee shall have an electrical and/or radioactivity survey made on the

bore-hole section, from the base of the surface casing to the total depth of well, of all wells drilled on the above described premises and shall transmit a true copy of

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

. (C) PENALTIES. Lessee shall incur a penalty whenever reports, documents or other materials are not filed in the Geaeral Land Office when
due. The penalty for late filing shall be set by the General Land Office administrative rule which is effective on the date when the materials were due in the General
Land Office.
L " . o . R
e s¢ ]]1. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, during the primary term hereof and prior to discovery and production
of oié e» @as 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 6ilior

gas*fad the leased premises such production thereof should cease from any cause, this lease shall not terminate if on or before the expiration of sixty (60) days from

date of completion of said dry hole or cessation of production Lessee commences additional drilling or reworking operations thereon, or pays or tenders the next
annug|, deJay 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
corfglsiednd 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 operatiods.
until the expiration of the primary term; and if Lessee has not resumed production in paying quantities at the expiration of the primary term, Lesses may maintain this
leascstysonducting additional drilling or reworking operations pursuant to Paragraph 13, using the expiration of the primary term as the date of cessation of
Pmdutiﬁun 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 rental in the same manner as provided herein on or before the rental paying date following the
expimiian of sixty (60) days from the date of comgletion of such shut-in oil or gas well and upon the failure to make such payment, this lease shall ipso facto
termihate. If at the expiration of the primary term or any time thereafter a shut-in ol or gas well is located on the leased premises, payments may be made in

accw:lam.‘éwi!h the shut-in provisions hereof.
L .

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

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

13. CESSATION, DRILLING, AND REWORKING. If, after the expiration of the primary term, production of oil or gas from the leased premises, after
once obtained, should cease from any cause, this lease shall not terminate if Lessee commences additional drilling or reworking operations within sixty (60) days
after such cessation, and this lease shall remain in full force and effect for so long as such operations continue in good faith and in workmanlike manner without
interruptions totaling more than sixty (60) days. If such drilling or reworking operations result in the production of oil or gas, the lease shall remain in full force and
effect for so long as oil or gas is produced from the leased premises in paying quantities or payment of shut-in oil or gas well royalties or payment of compensatory
royalties is made as provided herein or as provided by law. If the drilling or reworking operations result in the completion of a well as a dry hole, the lease will not
terminate if the 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 50 long as Lessee continues drilling or reworking operations in good faith and in a workmanlike manner without interruptions totaling more
than sixty (60) days. Lessee shall give written notice to the General Land Office within thirty (30) days of any cessation of production.

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

armouni—then-{or the purposes of this paragraph, the delay rental amount shall be one dollar (51.00) per acre. To be effective, each initial shut-in oil or gas royalty



i

must be paid on or before: (1) the expiration of the primary term, (2) 60 days after the Lessce ceases 1o produce oil or gas from the leased premises, or (3) 60 days

after Lessee completes a drilling or reworking operation in accordance with the lease provisions; whichever date is latest. Such payment shall be made one-half (12)
to the Commissioner of the General Land Office and one-half (1/2) to the owner of the soil. If the shut-in oil or gas royalty is paid, the lease shall be considered 1o be -

a producing lease and the payment shall extend the term of the lease for a period of one year from the end of the primary term, or from the first day of the month
following the month in which production ceased, and, after that, if no suitable production facilities or suitable market for the cil 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. cows‘usuonv ROYALTIES. If, during the period the lease is kept in effect by payment of the shut-in oil or gas royalty, oil or gas is sold and
delivered in paying quantities from a well Jocated within one thousand (1,000) feet of the leased premises and completed in the same producing reservoir, or in ay
case in which drainage is occurring, the right to continue to maintain the lease by paying the shut-in oil of gas royalty shall ccase, but the lease shall remain effective
for the remainder of the year for which the royalty has been paid. The Lessee may maintain the lease for four more successive years by Lessee paying compensatory
royalty at the royalty rate provided in the lease of the market value of production from the well causing the drainage or which is completed in the same producing
reservoir and within one thousand (1,000) feet of the leased premises. The compensatory royalty is to be paid monthly, one-half (1/2) to the Commissioner of the
General Land Office and one-half (1/2) to the owner of the soil, beginning on or before the last day of the month following the month in which the oil or gas is
produced from the well causing the drainage or that is completed in the same producing reservoir and located within one thousand (1,000) fest of the leased premises.
If the compensatory royalty paid in any 12-month period is in an amount less than the annual shut-in oil or gas royalty, Lessee shall pay an amount equal to the
difference within thirty (30) days from the end of the 12-month period. Compensatory royalty payments which are not timely paid will accrue penalty and interest in
accordance with Paragraph 9 of this lease. None of these provisions will relieve Lessee of the obligation of reasonable development nor the obligation to drill offset
wells as provided in Texas Natural Resources Code 52.173; however, at the determination of the Commissioner, and with the Commissioner’s written approval, the

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

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

(A) VERTICAL. In the cvent this lease is in force and effect two (2) years after the expiration date of the primary or extended term it shall then terminate
as 1o all of the leased premises, EXCEFT (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 Lessee is then engaged in
continuous drilling or reworking operations, or (2) the number of acres included in a producing pocled unit pursuant to Texas Natural Resources Code 52.151-
52.153, or (3) such greater or lesser number of acres as may then be allocated for production purposes to a proration unit for each such producing well under the rules
and regulations of the Railroad Commission of Texas, or any successor agency, or other governmental authority having jurisdiction. If at any time after the effective
date of the partial termination provisions bereof, the applicable field rules are changed or the well or wells located thereon are reclassified so that less acreage is
thereafter allocated to said well or wells for production purposes, this lease shall thereupon terminate as to all acreage not thereafter allocated to said well or wells for
production purposes. Notwithstanding the termination of this lease as to a portion of the lands covered hereby, Lesses shall nevertheless continue to have the right of
ingress to and egress from the lands still subject to this lease for all purposes described in Paragraph 1 hereof| together with casements and rights-of-way for existing
roads, &#isting 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

wv

retamed #ands and for the gathering or transportation of oil, gas 2nd other minerals producsd from the retained lands.
LE LR ] ‘

U :(B) HORIZONTAL. In the event this lease is in force and effect two (2) years after the expiration date of the primary cor extended term it shall further
termisate as to all depths below 100 feet below the total depth drilled (hereinafter "desper depths™) in each well located on acreage retained in Paragraph 16 (A)
aboys, $Wless on or before two (2) years after the primary or extended term Lessee pays an amount equal to one-half (1/2) of the bonus originally paid as ‘
cortsjdegatfon 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
terminatiog shall be delayed for an additional period of two (2) years and so long thereafter as oil or gas is produced in paying quantities from such deeper depths

coveped ) 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
t.hca:dbh:axed in the center thereof, or such other shape as may be approved by the Commissioner of the General Land Office. Within thirty (30) days after partial
termination of this lease as provided herein, Lessee shall execute and record a release or releases containing a satisfactory legal description of the acreage and/or
depshasenai setained hereunder. The recorded release, or a certified copy of same, shall be filed in the General Land Office, accompanied by the fling fee prescribed
by the General Land Office rules in effect on the date the release is filed. If Lessee fails or refuses to execute and record such release or releases within ninety (90)
days after being requested to do so by the General Land Office, then the Commissioner at his sole discretion may designate by written instrument the acreage and/or
depths to be released hereunder and record such instrurnent at Lessee's expense in the county or counties where the lease is located and in the official records of the
General Land Office and such designation shall be binding upon Lessee for all purposes.

17. OFFSET WELLS. Neither the bonus. delay rentals, nor royalties paid, or to be paid, under this lease shall relieve Lessee of his obligation to protect
the 0il and gas under the above-described land from being drained. Lessze, sublessee, receiver or other agent in control of the leased premises shall drill as many
wells as the facts may justify and shall use appropriate means and drill to a depth necessary to prevent undue drainage of oil and gas from the leased premises. In
addition, if oil and/or gas should be produced in commercial quantities within 1,000 feet of the leased premises, or in 2ny case where the leased premises is being
drained by production of oil or gas, the Lessee, sublesses, receiver or other agent in control of the leased premises shall in good faith begin the drilling of a well or
wells upon the leased premises within 100 days after the draining well or wells or the well or wells completed within 1,000 fect of the 1eased premises start producing
in commercial quantities and shall prosecute such drilling with diligence. Failure to satisfy the statutory offset obligation may subject this lease and the owner of the
soil's agency rights to forfeiture. Only upon the determination of the Commissioner of the General Land Office and with his written approval may the payment of
compensatory royalty under applicable starutory parameters satisfy the obligation to drill an offset well or wells required under this paragraph.

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

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

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

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

without the prior consent of the owner of the soil.

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

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

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

25. POLLUTION. In developing this arca, Lessee shall use the highest degree of care and all proper safeguards to prevent pollution. Without limiting the
foregoing, pollution of coastal wetlands, natural waterways, rivers and impounded water shall be prevented by the use of containment facilities sufficient to prevent
spillags.-!e.page or ground watsr contamination. In the event of pollution, Lessee shall use all means at its disposal to recapture all escaped hydrocarbons or other
polllshnand shall be responsioie for all damage to public and private properties.. Lessee shall build and maintain fences around its slush, sump, and drainage'pits
and tankehatteries 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 pitt add cellars and completely clean up the drilling site of all rubbish thereon. Lessee shall, while conducting operations on the leased premises; keep said
premisgs free of all rubbish, cans, bottles, paper cups or garbage, and upen completion of operations shall restore the surface of the land o as near its original
condifigq gnd contours as is practicable. Tanks and equipment will be kept painted and presentable. "

. . E

***"26. REMOVAL OF EQUIPMENT. Subject to limitations in this paragraph, Lessee shall have the right to remove machinery and fixtures placed by
L:ss:: udy leased premises, including the right to draw and remove casing, within one hundred twenty (120) days after the expiration or the termination of this
lease unless the owner of the soil grants Lessee an extension of this 120-day period. However, Lessee may not remove casing from any well capable of producing oil
and gas’in paying quantities. Additionally, Lessce may not draw and remove casing until after thirty (30) days written notics to the Commissioner of the General
Land Qffiaetand to the owner of the soil. The owner of the soil shall become the owner of any machinery, fixtures, or casing which are not timely removed by Lesses
underthe u::ms of this paragraph.

esssee

*  29. (A) ASSIGNMENTS. Under the conditions contained in this paragraph and Paragraph 29 of this leasz, the rights and estates of either party to this
lease may be assigned, in whole or in part, and the provisions of this lease shall extend to and be binding upon their heirs, 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 effectiveness of any payment made by Lessee or impair the effectiveness of any act performed by Lessee. And no change or
division in ownership of the land, rentals, or royalties shall bind Lesses for any purpose until thirty (30) days after the owner of the soil (or his heirs, devisees, legal
representatives or assigns) fumnishes the Lessee with satisfactory written evidence of the change in ownership, including the original recorded muniments of title (or 3
certified copy of such original) when the ownership changed because of a conveyance. A total or partial assignment of this 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 cr assignee does not file a
certified copy of such assignment in the General Land Office before the next rental paying date, the entire lease shall terminate for failure to pay the entire rental due
under Paragraph 3. Every assignee shall succeed to all rights and be subject to all obligations, liabilities, and penalties owed to the Stats 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 assignes 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 employes of such a corporation or subsidiary;

(3) a partnership in which the owner of the seil is a partne - 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 parmership which is the owner of the soil; o True and CO”EC‘
[5G copy of
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(6) a fiduciary for the owner of the soil; including but not limited to a guardian, trustee, executor, administrator, recsiver, or conservator for the
owner of the soil; or
(7) a family member of the owner of the soil or related to the owner of the soil by marriage, blood, or adoption.

28.- RELEASES. Under tne conditions contained in this paragraph and Paragraph 29, Lessee may at any time execute and deliver to the owner of the soil
and place of record a release or releases covering any portion or portions of the leased premises, and thereby surrender this lease as to such portion or portions, and be
relieved of all subsequent obligations as to acreage surrendered. If any part of this lease is property surrendered, the delay rental due under this lease shal] be reduced
by the proportion that thg 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 liabilitics which may have accrued under this lease prior to the surrender of such acreage. "

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

30. DISCLOSURE CLAUSE. All provisions pertaining to the leass 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 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 Lesses or an authorized
agent should knowingly make any false return or false repo concerning production or drilling, or if Lessee shall fail or refuse to drill any offset well or wells in good
faith as required by law and the rules and regulations adop: | by the Commissioner of the General Land Office, or if Lessee should fail to file reports in the manner
required by law or fail to comply with rules and regulations promulgated by the General Land Offics, the School Land Board, or the Railroad Commission, or if
Lessee should refuse the proper authority access to the records pertaining to operations, or if Lessee or an authorized agent should knowingly fail or refuse to give
correct information to the proper authority, or knowingly fail or refuse to furnish the General Land Offics a correct log of any well, or if Lessee shall knowingly
violate any of the material provisions of this lease, or if this lease is assigned and the assignment is not filed in the General Land Office as required by law, the rights
acquired under this lease shall be subject to forfeiture by the Commissioner, and he shall forfeit same when sufficiently informed of the facts which authorize a
forfeiture, and when forfeited the arca shall again be subject o lease under the terms of the Relinquishment Act. However, nothing herein shall be construed as
waiving the automatic termination of this leasc by operation + 'aw or by reason of any special limitation arising hereunder. Forfeitures may be sct aside and this
lease and all rights thereunder reinstated before the rights o! wiother intervene upon satisfactory evidence to the Commissioner of the General Land Office of future
compliance with the provisions of the law and of this lease and the rules and regulations that may be adopted relative hereto.

*,**33. LIEN. In accordance with Texas Natural Resources Code 52.136, the State shall have a first lien upon all oil and gas produced from the area covered
by this lesse to secure payment of ail unpaid royalty and other sums of money that may become due under this lcase. By acc=:tance of this lease, Lessee grants the
Sl.'l.l.ﬂ".'ﬂdiﬁon to the lien provided by Texas Natural Resources Code 52.136 and any other applicable starutory lien, an exp=ss contractual lien on and security
intctass in all leased minerals in and extracted from the leased premises, all proceeds which may accrue to Lessee from the sale of such leased minerals, whether such
procecgs 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 lr35ed 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"igatlg¥sor may suffer by reason of Lessee's breach of any covenant or condition of this lease, whether express or implied. This lien and security interest may be
foreclosed yith or without court proceedings in the manner provided in the Title 1, Chapter 9 of the Texas Business and Commerce Code. Lesses agrees that the
Coragiksidfer may require Lessee to executs and record such instruments as may be reasonably necessary to acknowledge, artach or perfect this lien. Lesses hereby
represeqts that there are no prior or superior liens arising from and relating to Lessec's activities upon the above-described property or from Lessee's acquisition of
this lease. Should the Commissioner at any time determine that this representation is not true, then the Commissioner may declare this lease forfeited as provided
heroimesese

L] L

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

Resources Code 52.152.

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

CONCURRENT, ACTIVE, OR PASSIVE.
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36. ENVIRONMENTAL HAZARDS. Lessce 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 eavironmental medium -
in, on, or under, the leased premises, by any waste, pollutant, or contaminant. Lessce shall not bring or permit to remain on the leased premises any asbesios
containing materials, explosives, toxic materials, or substances regulated as hazardous wastes, hazardous materials, hazardous substances (as the term *Hazardous
Substance” is defined in the Comprehensive Environmental Response, Compensation and Liability Act (CERCLA), 42 U.S.C. Sections 9601, et seq.), or toxic
substances under any federal, state, or local law or regulation (“Hazardous Materials”), except ordinary products commonly used in connection with oil and gas
exploration and developlgcnt 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, PENALT]ES‘
LIABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS' FEES AND COURT COSTS) CAUSED BY OR ARISING OUT OF ma
YIOLATION OF THE FOREGOING PROHIBITION OR (II) THE PRESENCE, RELEASE, OR DISPOSAL OF ANY HAZARDOUS MATERIALS ON,
UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE’'S OCCUPANCY OR CONTROL OF THE LEASED PREMISES. LESSEE SHALL
CLEAN UP, REMOVE, REMEDY AND REPAIR ANY SOIL OR GROUND WATER CONTAMINATION AND DAMAGE CAUSED BY THE
PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE’S
OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITH THE REQUIREMENTS OF APPLICABLE LAW. THIS
INDEMNIFICATION AND ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE ACTIONS UNDERTAKEN
PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IMMEDIATELY GIVE THE STATE OF
TEXAS AND THE OWNER OF THE SOIL WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS PARAGRAPH, UPON
LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY GOVERNMENTAL -
AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBLIGATIONS OF LESSEE
HEREUNDER SHALL SURVIVE THE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF THIS AGREEMENT.

37. APPLICABLE LAW. This lease is issued under the provisions of Texas Natural Resources Code 52.171 through 52.190, commonly known as the
Relinquishment Act, and other applicable statutes and amendments thereto, and if any provision in this lease does not conform 1o these statutes, the starutes will
prevail over any nonconforming lease provisions.

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

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

i+« See Exhibit "A" Wedjpr additional lease provisions.
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. STATE OF TEXAS
Individually/ind as agent for the State of Texas _, Individually and as agent for the Statg of Texas
Virgini Glem%hlllattnmre,lrﬁwdua]lyarﬂas@-hs@eoftlegbmwamamn te
Date: IEE#

Date:
S H#

STATE OF TEXAS STATE OF TEXAS

BY:/ YO m J—IJ;J BY:

Individydily jand as agent for the State of Texas Individually and as agent for the State of Texas
ividmlly and as Qo-Trustee of the Houston and Bma Trust Estate

Date:

Date:
STATE OF TEXAS ;
Ry:V/ m )
Jomn A. m-msmeof&em%marﬂmramumstﬁstate

ate: " ' A d- q

copy of
Qriginal filed in
Reeves County
Clerks Office
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A N
COUNTY OF N\ da[m ' .
BEFORE ME, the undersigned authority, on this day personally appeared C'QCUJ) %Ohmr\

known to me 10 be the pagson whose name is subscribed to the foregoing instrument, as of
~mdankoondedgedwmeﬂmhc¢xecumdth:m ’
for the purposes and consideration therein expressed, in the capacity stated, and as the act and deed of said corporation.

1919

Notary Publil: in and for

(CRBRSRATION ACKNOWLEDGMENT)

Given under my hand and seal of office this the Z(& day of

B A A A s B s S d A Al

28 Fue MONICA MARLOWE
A NOTARY PUBLIC
; State of Texas

STATE OF TEXAS

POV

T a— TARRANT o Comm. Exp. 10-30-3'9#
BEFORE ME, the undersigned authority, on this day personally appeared_____ John A, Sfm'm-k-y?-- Styrsky
known to me to be the person whose name is subscribed to the foregoing instrument, as Co-Triustee i of
the Houston and Emma Hill Trust Estate __and acknowledged to me that he executed the same
for the purposes and consideration thercin expressed, in the capacity stated, and as the act and desd of said aaﬂmm trust.
Given under my hand and seal of office this the 14th day of Septgem\ber
SR T Rl O
) Sr_.t_ljl?:m’)c glgg,}:iv Notary Pabiie bniud e Tarrant County, TX
“" Commissiza Explres Juns 27, 1‘..&00
STATEGR®  TEXAS (INDIVIDUAL ACKNOWLEDGMENT)
COUNLY OF_ TARRANT
.. , Before me, the undersigned authority, on this day personally appearzd i raini ] i ivi ly
known"o me to be ﬂ_:c persons whose names are subscribed to the foregoing instrument, and acknowledged to me that they executed the same for the purposes and

consiggrayen therein expressed.
L] -

* Givmundcrmyh:ndandsealofot‘ﬁce!histhe 1hth day of r_\Septemher 7~ , 19, 98
...... ..l" - b—
° SHEILA D. RICHARDS
"”" Natary Public, State of Texas Notary Public in and for Tartant Bountys JX
%y Commission Expires June 27,1802 |

STATE OF TEXAS (INDIVIDUAL ACKNOWLEDGMENT)

TARRANT

COUNTY OF

Before me, the undersigned authority, on this day personally appeared James Robert Hill, Individually and as

Co-Trustee of the Houston and Emma Hill Trust Estate
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.

19, S8 -

Given under my hand and seal of office this the 11th dayof (N _ Septemhep

Notarv Publicinandfor __Tarrant County, TX

SHEILA D, RICHARDS
Natary Public, State of Texss
4y Commission Expires June 27, O Ol

True and Correeét
copy of
Qriginal filed in
Reeves County
Clerks Office




“EXHIBIT A™

4 Attached to and made a part of Oil and Gas Lease
dated August 19, 1998 by and betwegen Virginia Glenn Hill Lattimore,
James Robert Hill and John A. St#sky, Co-Trustees of the Houston
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 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
o.-onlly those structures which are reasonably necessary for production facilities or tank batteries shall be erected on the surface of
«othe leased premises.
... :
7. «Notwithstanding any other provisions of this lease to the contrary, it is expressly understood and agreed that Lessee will not
. **Pellute any water aquifers or fresh water in, upon or under the leased premises, and Lessee agrees to notify the owner of the soil
**hrwriting if fresh water is encountered during drilling, or if a fresh water formation is penetrated.
‘....:
8..'Le§see further agrees to maintain all drill sites and other portions of the surface used or occupied by Lessee, its successors or
assjgns, free and clear of weeds and noxious vegetation and will maintain the same in a reasonable manner to prevent additional
*2*&%dage to the owner of the soil’s other land and crops.

L
9."f.fpbn 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 COHHECT‘EOPV'CEHTIFICFAT
STATE OF TEXAS FILE NO. ~ /)
COUNTY OF REEVES

The above and foregoing IS aIYIﬂI.Eu)e andlcorrésﬁ){r?ogapm copy of the
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: General Land Office

Relinguishmnt Act Lease Form
Revised, September 1597

OILAND GAS LEASE

THIS AGREEMENT is made and eaterzd into this day ofﬁ]gjﬁﬂ;_w betwesn the State of Texas, acting by and through jts
agsa e Trust; MSW evoca rusc; rust

of
550 Bailey Ave., Suite 302, Fort Worth, Texas 76107 said agear
(Give Permanent Address) :
herein referred to as the owner of the scil (whether one or more), and Clay Johnson
203 W, Wall Snite 800 of
Midland, Texas 790701
(Give Permanent Address)
hereinafier called Lessee.

1. GRANTING CLAUSE. For and in consideration of the amounts stated below and of the covenants and agreements to be paid, kept aod 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 zas, laying pipe lines, building tanks, storing oil and building power sb,éicm. telephone lines 2nd other souctures
thereon, to produce, save, taks care of, treat and transport said products of the lease, the following lands situated in eeves County, Stats
of Texas, to-wit: .

The E/2 of Section 31, Block 56, Public School Land Survey,
Save and Except the N/40 and the S/122.5

* s -

wn.lﬁ;iﬂg. 1575 acres, more or less. The bonus consideration paid fer this lease is 25 follows:
LT
%0 ': Toths Starz of Texas: Nine Hundred Two and 35/100--———-—-————— o mmmmommmm oo ——
G Cellars (S an? .35 g3
.::::' Tomcom}.:rof'{hcmi]: Nine Hundred Two and 35/100 __________________________
. Dollars (5902 . 35 ) _
tranes
S Total bonus consideratios;__One Thousand Eight Hundred Four and 70/100-----———--
4 Dollars (S__1,804,70 ) .
'-ooo: -
Th2 total®onus consideration paid represeats a bonus of, Fifty and No/100————————mm oo —
Sl Doilars (S 50.00 ) peraces, on 36, (19 4 net acres.
. . )
2 TERM. Subjzct to the other provisions in this lease, this lease shall be foratermof _Five (5) years from this datz

(herzin called "primary term™) and as long therzafler as oil and gas, or either of them, is produced in paying quantities from said land.
As uscd in this lease, the term "producsd in paying quantities® means that the receipts from the sale or other autherized commercial use of the substancs(s) coversd

exceed out of pocket operational expeases 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, ¥4 directly to the owne: 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, TENAS, a delay rental in
the amount specified in the following schedule multiplied by the number of acres then covered by this lease, which pavment. when timely made, shall continue this lease for
a period of one (1) additional vear. In like manner and upon pavment 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 anniversarv date

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

True and Correet
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) 4,. _ PRODUCTION ROYALTIES. Upon producticn of oil and/or gas, Lesses a.grc:s to pay or cause to be paid one-half (1/2) of the royalty
provided for in this lcase to the Commissioner of the General Land Office of the State of Texas, at Austin, Texas, and one-half (1/2) of such royalty to the owner of

the soil:

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

condensate, distillate, and other liquid hydrocarbons recovered from oil or gas run through a separator or other equipment, as hereinafer provided, shall be
3/16 part of the gross production cr 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 dezarmined by 1) the highest posted price, plus premium, if any, offered or paid for oil, condensate, distillate, or other liquid
hydrocarbons, respectively, of a like type and gravity in the general are3 where produced and when nim, or 2) the highest markst prics thereof offered or paid in the
g=ncral area where proddced and when run, or 3) the gross procseds of the sale thereef, whichever is the greater. Lessee agrees that before any gas producsd from th,
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, :,
other equipment at least as efficient, so that all liquid hydrecarbons 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 temms 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
gascline, liquid hydrocarbons or other products’ shall be 3/16 part of the gross preduction or the market value thereof, at the option of the
owner of the s0il or the Commissioner of the Ceneral Land Offics, such value to be based on the highest market price paid or offered for gas of comparable quality in
E'h: general arca where produced and when run, or the gross price paid or offered to the producsr, whichever is the greater; provided that the maximum pressure base
in measuring the gas under this lease shall not at any time exceed 14.65 pounds per square inch absoluts, and the standard base temperature shall be sixty (60)
degrees Fahrenheit, correction to be made for pressure according to Boyle's Law, and for specific gravity according to tests made by the Balance Method or by the

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

(&) PROCESSED GAS. Royalty on any gas procsssed in a gasoline plant or other plant for the recovery of gasoline or other liquid hydrocarbons
shall be 3/16 part of th= residue z2s and the Jiquid hydrocarbens extracizd or the market value thereof, at the option of the

owmer of the soil or the Commissioner of the Geaeral Land Cffice. All royaltics due herzin shall be based on onc hundred percent {100%) of the total plant
production of residue gas attributable to gas produced from this lease, and on fity percent (50%), or that percent accruing to Lessce, whichever is the greater, of the
total plant production of liquid hydrocarbens artributable to the gas produced from this lease; provided that if liquid hydrocarbons are recovered fom gas processad
in a plant in which Lessez (or its parent, subsidiary or aifiliats) owns an intersst, then the percentage applicable to liquid hydrocarbons shall be fifty percent (50%) or
the highest percent accruing to a third party processing gas through such plant under a procsssing agresment negotiated at arm'’s lenzth (or if there is no such third
party, the highest percent then being spezified in procsssing agrecments or contracts in the industy), whichever is the greater. The respectve royalties on residue gas
and 3% i8yid hydrecarbons shail be detern.ined by 1) the highest markst prics paid or offersd for any gas (or liquic 2ydrccartens) of comparpbie quality in the
g=nchal®®ea, or 2) the gross prics paid or offered for such resicue zas (or the weighted avarage gross selling prics fcr the respective grades offiquid hydrocarbons),
wl‘ﬁ@.&}!r.is the greater. In no event, hewever, shall the royaltics payable under this paragraph be less than the royaltics which would have besn duc had the gas not

bee:? Processed.
. 3
N
o**** (D) CTHER PRODUCTS. Royalty on carbon black, sulphur or any other products producsd or manufactursd Som 3as {cz::pdng]iquid hydrocarbons)
whathereshid gas be “casinghead,” “dry,” or any other gas, by fzctionating, buming or any other processing shall be t3/16 i partof the
gross proguction of such products, or the market value thereof, at the cption of the owner of the soil or the Commissioner of the Gcnc:‘.:l:L:.nd"Oﬁ'lc:, such market
"’3353&)’!: determined as fellows: 1) on the basis of the highest market price of each product for the same month in which such product’is pr&ﬂuc:d. or 2) on the
1

basig of the average gross sale prics of each product for the same month in which such products ars produced; whichever is the greater.
1

‘:"ﬂ. 5. MINIMUM ROYALTY. During any year after the cxpiration of the primary term of this lease, if this lease is maintained by prd-jiuc:ion. the royalties
paid undz:r this lease in no event shall be less than an amount equal to the total annual delay rental hersin provided; otherwise, there shail be diie and payable on or
besars il last day of the month succeeding the anniversary date of this lease a sum equal to the totz] 2nnual rental less the amount of royaltiesfpaid during the

pr'.;::dirfk year. [ ParsgraphS-ofthistesscdoernotspecifira-delayrentai-ameuni—then for the purposes of this paragraph, the delay reatal amouant shall be one

dollar (51.00) per acre.

6. ROYALTY [N KIND. Ncrwithstanding any other provision in this leass, 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 either, upon not less than sixty (50) days notice o the holder of the leass, require that the payment of any royalties
accruing to such royalty owner under this lease be made in kind. The owner of 2 soil's or the Comynissioner of the General Land Office's right to take its royalty in
kind shall not diminish or negate the owner of the soil's or the Commissicner of the General Land OfSce's rights or Lesses's obligations, whether express or implied,
under this leass. -

7. NO DEDUCTIONS. Lesses agrees that all royalties accruing under this lease (including those paid in kind) shall be without deduction for the cost of
producing, gathering, storing, separating, Yrating, dehydrating, compressing, precsssing, Tansporting, and otherwise making the oil, gas and other products i
herzunder ready for sale or use. Lesses agrees to compute and pay royalties on the gross valuc reesived, including any reimbursements for severancs taxes and

production related costs.

8. PLANT FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as may represent this lease's proportionats share of any fuel used 0
process gas produced hereunder in any procsssing alant. Nenwithstanding any other provision of this lease, and subject to the written consent of the owner of th: soil
2nd the Commissioner of the General Land Office, Lesses may recycle gas for zas lift purposes on the leased premises or for injection into any oil or gas producing
formation underlying the leased premises after the liquid hydrocarbons contained in the gas have bezn removed; no royalties shall be payatle on the 1ecycled gas
until it is produced and scld or used by L=sses in a manner which entitles the royalty owners to a royalty under this lease.

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

Texas, in the following manner:

Payment of reyalty 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 reczived in the General Land Offics on or before the Sth day of the second month suceszding the rmonth of production, and royalty on 235 is du:.”'d
must be received in the General Land Offics on or befcrs the 15th day of the second month succz2ding the moath of producticn, aczompanicd by the affidavit ?.““"
ownz:, manager or other authorized agent, complzted in the form and manner prescribed by the General Land Cffic: and showing the zr3ss amount and di ;.f;smqn:?f
all ¢il and gas produced and the market value of the oil and gas, tcg=ther with a copy of all cecuments, records or reports confirming the gress production, dispesition



¥ .

7 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 shall he
accompanicd by a check stub, schedule, summary or other remittance advice showing by the assigned General Land Office lease number the amount of royaity bein
paid on each lease. If Lessee pays his royalty on or before thirty (30) days after the royalty payment was due, then Lessee owes apem.ltyofsv.oamemmw &
525.00, whichever is greater. A royalty payment which is over thirty (30) days late shall accrue a penalty of 10% of the royalty due or $25.00 whichever is greater,
In addition to a penalty, royalties shall accrue interest at a rate of 12% per year; such interest will begin accruing when the royalty is sixty (60) days overdue.
AfTidavits and supporting documents which are not filed when due shall incur a penalty in an amount sct by the General Land Office administrative rule which js
cffective on the date whea the affidavits or supporting documents were due. The Lessee shall bear all responsibility for paying or causing royalties to be paid as
prescribed by the due date provided herein. Payment of the delinquency penalty shall in no way operate to prohibit the State's right of forfeiture as provided by law
nor act o postpone the date on which royalties were originally due. The above penalty provisions shall not apply in cases of title dispute as 1o the State’s portion of
the royalty or to that portidn of the royalty in dispute as to fair market value. . .

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually fumish the Commissioner of the General Land Office with
its best possible estimate of oil and gas reserves undertying this lease or allocable to this lease and shall fumnish said Commissioner with copies of all contracts under
which gas is sold or processed and all subscquent agreemems and amendments to such contracts within thirty (30) days after entering into or making such contracts,
agreements or amendments. Such contracts and agreements when received by the General Land Office shall be beld in confidence by the General Land Office 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 Attorney General, the Governor, or the representative of any of them. )

(B) PERMITS, DRILLING RECORDS. Written notice of all operations on this lease shall be submitted to the Commissioner of the General
Land 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 copics of Railroad Commission forms for application to drill. Copies of well tests, completion reports and
plugging reports shall be supplied to the General Land Office at the time they are filed with the Texas Railroad Commission. All applications, permits, reports or
other filings that reference this lease or any specific well on the leased premises and that are submitted to the Texas Railroad Commission or any other govemmental
agency shall include the word “State” in the title. Additionally, in accordance with Railroad Commission rules, any signage on the lecased premises for the purpose of
identifying wells, tank batteries or other associated improvements to the land must also include the word *State.* Lessee shall supply the Geaeral Land Office with
any records, memoranda, accounts, reports, cuttings and cores, or other information relative to the operation of the above-described premises, which may be
requested by the General Land Office, in addition to those herein expressly provided for. Lessee shall have an electrical and/or radioactivity survey made on the -
bore-hole section, from the base of the surface casing to the total depth of well, of all wells drilled on the above described premises and shall 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. 1

‘: ':: . (C) PENALTIES. Lessee shall incur a penalty whenever reports, documents or other materials are not filed in the General Land Office when
due. Thépenalty 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

*  11. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If. during the primary term hereof and prior to discovery and production
of oil1 %2 B3s 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 nfoil_q;
gas fdh®the lcased 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
qur.cgpp[etion of said dry hole or cessation of production Lessee commences additional drilling or reworking operations thereon, or pays or tenders the next
ann@al detay 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 Dpeﬂ:im:.'gi
url tr:c. axpiration of the primary term; and if Lessee has not resumed production in paying quantities at the expiration of the primary term, Lessee may maintain this
lease'by donducting additional drilling or reworking operations pursuant to Paragraph 13, using the expiration of the primary term as the date of cessation of
pr::ducﬁqn under Paragraph 13. Should the first well or any subsequent well drilled on the 3bove described land be completed as a shut-in oil or gas well within the
pnﬁﬁb’&m hereof, Lessee may resume payment of the annual rental in the same manner as provided herein on or before the rental paying date following the
expiration of sixty (60) days from the date of completion of such shut-in oil or gas well and upon the failure to make such payment, this lease shall ipso facto
terminate. If at the expiration of the primary term or any time thereafter a shut-in oil or gas well is located on the leased premises, payments may be made in

accordance with the shut-in provisions hersof

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

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

13. CESSATION, DRILLING, AND REWORKING. If, after the expiration of the primary term, production of oil or gas from the leased premises, after
once obtained, should cease from any cause, this lease shall not terminatz if Lesses commences additional drilling or reworking operations within sixty (60) days
after such cessation, and this lease shall remain in full force and effect for so long as such operations continue in good faith and in workmanlike manner without
interruptions totaling more than sixty (60) days. If such drilling or reworking operations result in the production of oil or gas, the lease shall remain in full force and
effect for so long as oil or gas is produced from the leased premises in paying quantities or payment of shut-in oil or gas well royalties or paymeat of compensatory
royalties is made as provided herein or as provided by law. If the drilling or reworking operations result in the completion of a well as a dry hole, the lease will not
terminate if the Lessee commences additional drilling or reworking operations within sixty (60) days after the completion of the well as a dry hole, and this lease
shall remain in effect so0 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 havin.g
jurisdiction over the production of oil and gas. If, at any time after the expiration of the primary term of a lease that, until being shut in, was being maintained in
force and effect, a well capable of producing oil or gas in paying quantities is located on the leased premises, but oil or gas is not being produced for lack of suitable
production facilities or lack of a suitable market, then Lessee may pay as a shut-in oil or gas royalty an amount equal to double the annual rental provided in the

lease, but not less than $1,200 a year for each well capable of producing oil or gas in paying quantitics.
ammeunt=then for the purposes of this paragraph, the delay rental amount shall be one dollar (51.00) per acze. 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 Lessee ceases to produce oil or gas from the leased premises, or (3) 60 days :
after Lessee completes a drilling or reworking operation in accordance with the lease provisions; whichever date is latest. Such payment shall be made one-half (172) b
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 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
Iease for four more successive periods of one (1) year by paying the same amount each year on or before the expiration of each shut-in year.

15. COMPENSATORY ROYALTIES. If, during the period the lease is kept in effect by payment of the shut-in oil or gas royalty, oil or gas is sold ang
delivered in paying quantities from a well 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 i occurring, the right to continue to maintain the lease by paying the shut-in oil or gas royalty shall cease, but the lease shall remain efective
for the remainder of the year for which the royalty has been paid. The Lessee may maintain the lease for four more successive years by Lessee paying compensatory
royalty at the royalty rate provided in the lease of the market value of production from the well causing the drainage or which is completed in the same producing
reservoir and within one thousand (1,000) feet of the leased premises. The compensatory royalty is to be paid monthly, one-half (1/2) to the Commissioner of the
General Land Office and 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 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 period is in an amount less than the annual shut-in oil or gas royalty, Lessee shall pay an amount equal to the
difference within thirty (30) days from the ead of the 12-month period. Compensatory royalty paymeats which are not timely paid will accrue penalty and interest in
accordance with Paragraph 9 of this lease. None of these provisions will relieve Lessee of the obligation of reasonable development nor the obligation to drill offser .
wells as provided in Texas Natural Resources Code 52.173; however, at the determination of the Commissioner, and with the Commissioner's written approval, the :

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

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

(A) VERTICAL. In the event this lease is in force and effect two (2) years after the expiration date of the primary or extended term it shall then terminate
as to all of the leased premises, EXCEPT (1) 40 acres surrounding each oil well capable of producing in paying quantities and 320 acres surrounding each gas well
capable of producing in paying quantities (including a shut-in oil or gas well 23 srovided in Paragraph 14 hereof), or a well upon which Lessee is then engaged in
coutinuous drilling or reworking operations, or (2) the number of acres includec in a producing pocled unit pursuant to Texas Natural Resources Code  52.151-
52.153, or (3) such greater or lesser number of acres as may then be allocated for production purposes to a proration unit for each such producing well under the rules
and regulations of the Railroad Commission of Texas, or amy successor agency, or other governmental authority having jurisdiction. If at any time after the effective
dag"qf*thg partial termination provisions hereof, the applicable ficld rules are changed or the well or wells located thereon are reclassified so that less acreage is
therfaft allocated o said well or wells for production purposes, this lease shall thereupon terminate as to all acreage not thereafter allocated to said well or wells for
prg&ﬂqup purposes. Notwithstanding the termination of this lease as 10 a portion of the lands covercd hereby, Lessee shall nevertheless continue to have the ri'ght of
ingf4s tosand egress from the lands still subject to this lease for all purposes described in Paragraph 1 hereof, together with easements and rights-of-way for existing
roads, existing pipelines and other existing facilities on, over and across all the lands described in Paragraph 1 hereof (“the retained lands®), for access to and from the
rc:a'nd-l.and.s and for the gathering or transportation of oil, gas and other minerals produced from the retained lands. ¢

e

.« (B) HORIZONTAL. In the event this lease is in force and 2ffect two (2) years after the expiration date of the primary or extended term it shall further
ettt as to all depths below 100 feet below the total depth drilled (hereinafter *decper depths®) in each well located on acreage retained in Paragraph 16 (A)
aboyge, unless on or before two (2) years after the primary or extended term Lessee pays an amount equal to one-half (1/2) of the bonus originally paid as
:onsid;:gion 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
tergmiazon shall be delayed for an additional period of two (2) years and so long thereafler as oil or gas is produced in paying quantities from such deeper depths

covered by this lease.
"eenae :

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

17. OFFSET WELLS. Neither the bonus, delay rentals, nor royalties paid, or to be paid, under this lease shall relieve Lessee of his obligation to protect
the oil and gas under the above-described land from being drained. Lessee, sublessee, 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 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 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 drifling with diligence. Failure to satisfy the statutory offset obligation may subject this lease and the owner of the
soil's agency rights to forfeiture. Only upon the determination of the Commissioner of the General Land Office and with his written approval may the payment of
compensatory royalty under applicable starutory parameters satisfy the obligation to drill an offset well or wells required under this paragraph.

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

rental and royalties due the owner of the soil.

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soil owns less than the entire undivided surface estate in the above
described land, whether or not Lessee's interest is specified herein, then the royalties and rental herein provided to be paid to the owner of the soil shall be paid to him
in the proportion which his interest bears to the entire undivided surface estate and the royalties and rental herein provided to be paid to the Commissioner of the
General Land Office of the State of Texas shall be likewise proportionately reduced. However, before Lessee adjusts the royalty or rental due to the Commissioner of
the General Land Office, Lessce or his authorized representative must submit to the Commissioner of the General Land Office a written statement which explains the
discrepancy between the [nterest purportedly leased under this lease and the actual interest owned by the owner of the soil. The Commissioner of the General Land
Office shall be paid the value of the whole production allocable to any undivided interest not covered by a lease, less the proportionate development and production
cost allocable to such undivided interest. However, in no cvent 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 Namral Resources Code Sections 52.151-52.154, or
if, at any time after the expiration of the primary term or the extended term, this lease covers a lesser number of acres than the total amount described herein,
paymeats that are made on a per acre basis hercunder shall be reduced according to the number of acres pooled, released, surrendered, or otherwise severed, so thar
payments determined on a per acre basis under the terms of this lease during the primary term shall be calculated based upon the number of acres outside the.
boundaries of a pooled unit, 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, Lessee shall bury its pipelines below plow depth.

24. WELL LOCATION LIMIT. No well shall be drilled nearer than two hundred (200) fect to any house or bam now on said premises without the
\m.n::: ut:senr. of the owner of the soil. -
e a0

sses 25. POLLUTION. In developing this area, Lessee shall use the highest degree of care and all proper safeguards to prevent pollution. Without Iimi&n'g the
fortggihg spollution of coastal wetlands, natural waterways, rivers and impounded water shall be prevented by the use of containment facilities sufficient to prevent
spillage, seepage or ground water contamination. In the event of pollution, Lessee shall use all means at its disposal to recapture all escaped hydrocarbons or other
pollpiant 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
any tg.l_x_k.baueries 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
premisce dree of all rubbish, cans, bottles, paper cups or garbage, and upon completion of operations shall restore the surface of the land to as near its original
cond.iu‘on'and contours as is practicable. Tanks and equipment will be kept painted and presentable. =

#i
sesses 26. REMOVAL OF EQUIPMENT. Subject to limitations in this paragraph, Lessee shall have the right to remove machinery and fixtures placed by
Le8see of the leased premises, including the right to draw and remove casing, within one hundred twenty (120) days after the expiration or the termination of this
IgA5¢ 44p!%ss the owner of the soil grants Lessee an extension of this 120-day period. However, Lessee may not remove casing from any well capable of producing oil
an8 gas m paying quantities. Additionally, Lessee may not draw and remove casing until after thirty (30) days written notics to the Commissioner of the General
Land Office and to the owner of the soil. The owner of the soil shall become the owner of any machinery, fixtures, or casing which are not timely removed by Lesses

under the terms of this paragraph.

27. (A) ASSIGNMENTS. Under the conditions contained in this paragraph and Paragraph 29 of this lease, the rights and estates of either party to this
lease may be assigned, in whole or in part, and the provisions of this lease shall extend to and be binding upon their heirs, 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 Lesses, diminish the rights, privileges
and estates of Lessee, Impair the effectiveness of any payment made by Lessee or impair the effectiveness of any act performed by Lessee. And no change or
division in ownership of the land, rentals, or royalties shall bind Lessez for any purpose until thirty (30) days after the owner of the scil (or his heirs, devisees, legal
representatives or assigns) fumishes the Lessee with satisfactory written evidence of the change in ownership, including the original recorded muniments of title (or
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 intercst
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, liabilities, and penalties owed to the State by the original lessee or any

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

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

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

(1) anominee of the owner of the soil; —u
(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 corperation which is the owner of the soil;
(5) a partner or employee in a partnership which is the owner of the soil;

True and Correét
copy of
Original filed in
Reeves County
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) afamily member of the owner of the soil or related to the owner of the soil by marriage, blood, or adoption.

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

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

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

31. FIDUCLARY DUTY. The owner of the soil owes the State a fiduciary duty and must fully disclose any facts affecting the State's interest in the leased
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 chall fail or refuse to make the payment of any sum within thirty days after it becomes due, or if Lessee or an authorized
agent should knowingly make any false return or false report concemning production or drilling, or if Lessee shall fail or refuse to drill any offset well or wells in good
faith as required by law and the rules and regulations adopted by the Commissioner of the General Land Office, or if Lessee should fail w file reports in the manner
required by law or fail to comply with rules and regulations promulgated by the General Land Office, the School Land Board, or the Railroad Commission, or if
Lessee should refuse the proper authority access to the records pertaining to operations, or if Lessee or an authorized agent should knowingly fail or refuse to give
correct information to the proper authority, or knowingly fail or refuse to furnish the General Land Office a correct log of any well, or if Lessee shall knowingly
violate any of the material provisions of this lease, or if this lease is assigned and the assignment is not filed in the General Land Office as required by law, the rights
acquired under this lease shall be subject to forfeiture by the Commissioner, and he shall forfeit same when sufficiently informed of the facts which authofize a
forx‘ci;ug._md when forfeited the area shall again be subject to lease under the terms of the Relinquishment Act. However, nothing herein shall be construed as
waitipg u;pautoma:ic termination of this lease by operation of law or by rcason of any special limitation arising hereunder. Forfeitures may be set aside and this
lease a:lg all rights thereunder reinstated before the rights of another intervene upon satisfactory evidence to the Commissioner of the General Land Office of furure
comijl.an&:wilh the provisions of the law and of this lease and the rules and regulations that may be adopted relative hersto. T

® 33, LIEN. In accordance with Texas Narural Resources Cods 52.136, the State shall have a first lien upon all oil and gas produced from the area covered
by §fi# Mge to secure payment of all unpaid royalty and other sums of moncy that may become due under this lease. By acceptance of this lease, Lessee grants the
Stat#, 9 addition to the lien provided by Texas Natural Resources Code 52.136 and any other applicable starutory lien, an express contractual lien on and security
in ip &l leased minerals in and extracted from the leased premises, all procesds which may accrue to Lessee from the sale of such leased minerals, whether such
procteds 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 ¥eased 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
logs.rh.:t Leessor 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
foraclosed with or without court proceedings in the manner provided in the Title 1, Chapter 9 of the Texas Business and Commerce Code. Lesses agrees that the
Commissjoner may require Lessee to execute and record such inswuments as may be reasonably necessary to acknowledge, artach or perfect this lien. Lessee hereby
repdA&MS that there are no prior or superior liens arising from and relating to Lessee's activitics upon the above-described property or from Lessee's acquisition of
this lease. Should the Commissioner at any time determine that this representation is not true, then the Commissioner may dec!are this lease forfeited as provided

herein.

34. POOLING. Lessee is hereby granted the right to peol or unitize the royalty interest of the owner of the soil under this lcase with any other leaschold
or mineral interest for the exploration, development and production of oil or gas or cither of them upon the same terms as shall be approved by the School Land
Board and the Commissioner of the General Land Office for the pooling or unitizing of the interest of the State under this lease pursuant to Texas Natural Resources
Code 52.151-52.]153. The owner of the soil agrees that the inclusion of this provision in this lease satisfies the execution requirements stated in Texas Nawral

Resources Code 52.152.

35. INDEMNITY. Lessee hereby releases and discharges the State of Texas aEd the owner of the soil, their officers, employees, partners, agents,
contractors, subcontractors, guests, invitees, and their respective successors and assigns, of and from all and any actions and causes of action of every nature, or other
harm, including environmental harm, for which recovery of damages is sought, including, but pot limited to, all losses and expenses which are caused by the
activitics of Lessce, its officers, employees, and agents arising out of, incidental to, or resulting from, the operations of or for Lesses on the leased premises
hereunder, or that may arisc 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 attomeys’ fecs 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
Lesses's use of the surface of the leased premises; and those that may arise out of or be occasioned by Lessee’s breach of any of the terms or provisions of this .
Agreement or any other act or omission of Lessee, its directors, officers, employees, parmers, agents, congractors, subcontractors, guests, invitees, and their respective
successors and assigns. Each assignee of this Agreement, or an interest therein, agrees to be liable for, exonerate, indemnify, defend and hold harmless the State of
Texas and the owner of the soil, their officers, employees, and agents in the same manner provided above in connection with the activities of Lessee, its officers,
employees, and agents as described above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF THE INDEMNITY OBLIGATIONS
AND\OR LIABILITIES ASSUMED UNDER THE TERMS OF THIS AGREEMENT SHALL BE WITHOUT LIMITS AND WITHOUT REGARD TO )
THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXISTING CONDITIONS), STRICT LIABILITY, OR THE NEGLIGENCE OF ANY PARTY
OR PARTIES (INCLUDING THE NEGLIGENCE OF THE INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE BE SOLE, JOINT,

CONCURRENT, ACTIVE, OR PASSIVE.



36. ENVIRONMENTAL HAZARDS. Lessee shall use the highest degree of care and all reasonable safeguards to prevent contamination or pollution of i
any environmental medium, including soil, surface waters, groundwater, sediments, and surface or subsurface strata, ambient air or any other cavironmenta] medium -
in, on, or under, the leased premises, by any waste, pollutant, or contaminant. Lesses shall not bring or permit to remain on the leased premises any asbestos
contdining materials, explcives, toxic materials, or substances regulated as hazardous wastes, harardous materials, hazardous substances (as the term “Hazardous
Substancs™ is defined in th= Comprehensive Environmental Response, Compensation and Liability Act (CERCLA), 42 U.S.C. Sections 9601, et seq.), or toxic
substances under any federal, state, or local law or regulation (“Hazardous Materials™), except ordinary products commonly used in connection with oil and gas
exploration and development cperations and stored in the usual manner and quantities. LESSEE'S YIOLATION OF THE FOREGOING PRORIBITION
~ SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND
DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST ANY CLAIMS, DAMAGES, JUDGMENTS, PENALTIES,
LIABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS' FEES AND COURT COSTS) CAUSED BY OR ARISING OUT OF Mma
VIOLATION OF THE FOREGOING PROHIBITICN OR (IT) THE PRESENCE, RELEASE, OR DISPOSAL OF ANY HAZARDOUS MATERIALS ON,
UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OR CONTROL OF THE LEASED PREMISES. LESSEE SHALL
CLEAN UP, REMOVE, REMEDY AND REPAIR ANY SOIL OR GROUND WATER CONTAMINATION AND DAMAGE CAUSED BY THE
PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE’S
OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITH THE REQUIREMENTS OF APPLICABLE LAW. THIS
DNDEMNIFICATION AND ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE ACTIONS UNDERTAKEN
PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IMMEDIATELY GIVE THE STATE OF
TEXAS AND THE OWNER OF THE SOIL WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS PARAGRAPH, UPON
LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY GOVERNMENTAL
AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBLIGATIONS OF LESSEE
HEREUNDER SHALL SURVIVE THE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF THIS AGREEMENT.

37. APPLICABLE LAW. This lease is issued under the provisions of Texas Natural Resources Code 52.171 through 52.150, commonly known as the
Relinquishment Act, and other applicable statutes and amendments thereto, and if any provision in this lease does not conform to these statutes, the statutes will
prevail over any nonconforming lease provisions. :

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

39. LEASE FILING. Pursuant to Chapter 9 of the Texas Business and Commerce Code, this lease must be filed of record in r.be officz 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
emglﬂc.lmtil a centified 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
TexasMarural Resources Code 52.183. Additionally, this lease shall not be binding upon the State unless it recites the actual and true consideration paid or promised
for t::u:nion of this lease. The bonus due the State and the prescribed filing fes shall accompany such certified copy to the General Land Office. i

*S.e.e ‘Exhibit "A"‘attachw ?ii_t_iit'ona lease provisiohs.
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STATE OF W STATE OF TEXAS
/BY: /f BY:

Individually’and as agent for the State of Texds Michael S. Waltrip, Individually andas tate of Texas

Trustee c;z.F ﬁe MSW Revocable Trust Tax

Date: ~A3—F78 Date:

¢ State of Texas Hanna Individually and as agent fog.th of Texas :
’ Tax ID#
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1le
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STATE OF maf) (%}ACKNOWLEDGMEM)

COUNTY OF, m[M ‘ | ‘ Cg% 90/7/75077

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

—

E
—

lcnown:nmembeﬂwpasonwhounamcismhsm’bedmthefoiegoinginer

and acknowledged to me that he executed the same &
for the purposes and mneldcmﬂon therein expressed, in the capacity stated, end as the act and deed of said corperation. a]
190

Civen under my hand and seal of office this the ’& day of %

; Notary Public in and for W
STATE OF TEXAS : COEXREX KN ACKNOWLEDGMENT)

co OF [ [ :
UNTY ATCTCAN Porgery
BEFORE ME, the undersigned authority, on this day personally appeared 'P&z L. Hanna

known to me to be the person whose name is subscribed to the foregoing instnument, as_ Trustee of
MLH Revocable Trust __and acknowledged to me that he executed the same
for the purposes and consideration therein expressed, in the capacity stated, and as the act and deed of said SR trust.
(4% ;
Give, d seal of office th:‘s‘thc(gﬁjs day of SQPTQMB&? »19 99

+. aq0f

NOTARY PUBLIC Notary Publicinand ot __DIATE _OF TEXAS

. KIMBERLY K. HOWARD

et State of Texas
cvis Comm. Exp. 05-01-2002
STATE OF TEXAS (INDIVIDUAL ACKNOWLEDGMENT)

cé;;;r:?op TARRANT

i i ': Before me, the undersigned authority, on this day personally appearcd Michael S. Waltrip, Trustee of the
MSW Revocable Trust

-
known tq,me to be the persons whose names are subscribed to the foregoing instrument, and acknowledged to me that they exscuted the same for the purposcs and

coristdA fion therein expresse
. Q37 .. BePTemBER %

.:..o: Giv}
| Hombwdyy 5 o040
Nomn'hbhcmanﬂ 97‘/4'7—6 GFTE)Lﬁs

KIHBERLY K. HOVIAHD
NOTARY PUBLIC

State of Texas

Cornm. Exp. 05-01-2002

STATEOF TEXAS (INDIVIDUAL ACKNOWLEDGMENT)

countyor__ JARRANT

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

KPW_Revocable Trust

knowr 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.
5 9%

Given under my hand and seal of office this the Qq‘ i day of JCPKMB€FZ
%Vmﬂ,wz,&ﬁ & Hovand

b . KIMBERLY K. HO'ARD‘ Notary P‘Jbll:lnmdfur 6[/]‘/( OF TEXAS

Kenneth Waltrip, Trustee of the

NOTARY PUBLIC
State of Texas
b Comm. Exp. 05-01-2002

True and Correét
copy of
Qriginal 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 KPW Revocable Trust;
MSW Revocable Trust; and MLH Revocable Trust,
L) 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 fWhich 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.
. op
L ] .
6 .:If is further agreed that Lessee, its successors and assigns, shall not erect any buildings or houses on the leased premises and that
-orgly those structures which are reasonably necessary for production facilities or tank batteries shall be erected on the surface of
« the leased premises.
LA LY ]
’7-.-0)&twitbstanding any other provisions of this lease to the contrary, it is expressly understood and agreed that Lessee will not
e eee pPllute any water aquifers or fresh water in, upon or under the leased premises, and Lessee agrees to notify the owner of the soil
°. irf writing if fresh water is encountered during drilling, or if a fresh water formation is penetrated.

*
i

b - - - - . . .
'8."'[‘%ssee further agrees to maintain all drill sites and other portions of the surface used or occupied by Lessee, its successors or
. assigns, free and clear of weeds and noxious vegetation and will maintain the same in a reasonable manner to prevent additional
*e
‘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
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 furthier 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 FILE NO. 207 4
COUNTY OF REEVES FILED: 1 1/5/98

The above and foregoing is a full, true and correct pholographic copy of the
cngma\ record now in rny iawiul custody and possessmn as the same is
T Ny TS 5 % 3.0 .8,0.0.9.0,0.0.0.3.C.9$.8.8.%

B ED IN THE
LFE&Q%&‘, RECORDS ) /5 /95
True and CoFFeet DIANNE O. FLOREZ, COUNTY CLERK
copy of REEVES
din : —h _—
Original [ oy irginia Palominmeprury

Reeves County
Clerks Office
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General Land Office

Relinquishmnt Act Lease Form
Revised, September 1997
 OILAND GAS LEASE i
THIS Al is made and entered into this_ 19 mowlggﬁ_,wmeMonmmgbymmﬁm
agent, H-S %nerals and Realty, Ltd.
of
P. 0. Box 27284, Austin, TX 78/55-2284 said agent
(Give Pormanent Address) g
herein referred to as the owner of the soil (whether ane or more), and Clay JOhnson
203 W, Wall, Swnite 8200 of
Midland, TYX 709701
(Give Permanent Address) s
hereinafter called Lesses.

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

The E/2 of Section 31, Block 56, Public School Land Survey,
Save and Except the N/40 and the S/122.5 .

containing . 157.5 acres, more or [ess. The bonus consideration paid for this lease is as follows:
To the State of Texas: Eighty-two and 02/100——=s+— e __
Dollars (S___82.02 ) '
To g iwnsr ol e ol ELOMEY=EWO AN 02 730D = o o o o o s e s e s e i
Dollars(S___82.02 ) ;
';:;;: Tomul bonus comsideration:__QOne Hundred Sixty-four and 04/100-——————————————————
“t.13 Dollars (S_164, 04 ) .
i ift B T L0 it s s s i
Ths'hd b¥nus consideration paid represents a boaus of, Fifty an =
i Dellars (5___ 50 .00 ) perace,on 3 .. 281 netacres.
HUTE TERM. Subject to the other provisions in this lease, this lease shall be foratermof ___ Five (5) years  gom his due

(hegsin ¢aled “primary term™) and as long thereafter as oil and gas, or cither of them, is produced in paying quanl:it.in from said land.
As used in this lease, the term "produced in paying quantities® means that the receipts from the sale or other authorized commercial use of the substance(s) coversd
ﬂc&e{oﬁufpockﬁopaaﬁoadw&t&eﬁxmmm

L]

: Dela'y Rénmls: 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

onnt;q.r; 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
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 Delav Rental per Acre
First S 100
Second 3 1.00
Third S16.67
Fourth $16.67

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




. 4._ . PRODUCTION ROYALTIES. Upen production of oil and/or gas, Lessee agrees o 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 Statz of Texas, at Austin, Texas, and one-half (1/2) of such royalty to the owner of
the soil: oA

(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 a1
condensate, distillate, and other liquid hydrocarbons recovered from oil or gas run through a separator or other equipment, as hercinafter provided, shall be
3/16 part of the gross production or the market value thereof, at the option of the owner of the soil or the Commissioner of the

GeneraledOﬂir-a.suchnlucwbedm'minndbyl)thehighcstpostzdpﬁce.pIuspr:mimn.ifmy.otfmdofpaidforoﬂ.mndmsn:.disﬁllam,oromfuq“id
hymnl.!ﬁ'pecﬁvéy,ohlﬂmlypemdgnﬁtyinmmmwbu:pmducedndwbmmotnm:hiwmpﬁcerh:-nnfoﬂ':mdnrpaidhh
general area where produced and when run, or 3) the gross proceeds of the sale thereof, whichever is the greater. Lessee agrees that before any gas produced from the
leased premises is sold, used or processed in a plant, it will be run free of cost to the royalty owners through an adequate oil and gas separator of conventional type, or
other equipment at least as efficient, so that all liquid hydrocarbons recoverable from the gas by such means will be recoversd.  The requirement that such gas be run
through a separator or other equipment may be waived in writing by the royalty owners upon such terms and conditions as they prescribe.

(B) NON PROCESSED GAS. Royalty oa any gas (including flared gas), which is defined as all hydrocarbons and gaseous substances not defined
as oil in subparagraph (A) above, produced from amy well oa said land (except as provided herein with respect to gas processed in a plant for the extraction of
gasoline, liquid hydrocarbons or other products) shall be /16 ____partof the gross production or the market value thereof, a the optioa of the
owne:ofrhcsailw:heComissiomord:.eGe:naalLandOfﬁcz.suchv:luembehasedonduhi;bmmukupricepaidoroﬁ':redfnrpsofccmpuzblequmyin
the general area where produced and when run, or the gross price paid or offered to the producer, whichever is the greater; provided that the maximum pressure base
in measuring the gas under this lease shall not at any time exceed 14.65 pounds per square inch absolute, and the standard base temperature shall be sixty (60)
degrees Fahrenheit, correction to be made for pressure according to Boyle's Law, and for specific gravity according to tests made by the Balancs Method or by the
most approved method of testing being used by the industry at the time of testing. .

(@) PROCESSED GAS. Royalty on any gas processed in a gasoline plant or other plant for the recovery of gasoline or other liquid hydrocarbons
shall be 3/16 part of the residue gas and the liquid hydrocarbons extracted or the market value thereof, at the option of the
ownmer of the soil or the Commissioner of the General Land Office. All royalties due berein shall be based on one hundred percent (100%) of the total plant
production of residue gas attributable to gas produced from this lease, and on fifty percent (50%), or that percent accruing ™ Lassee, whichever is the greater, of the
total plant production of liquid hydrocarbons artributable to the gas produced from this lease; provided that if liquid hydrocarbons are recovered from gas processed
in a plant in which Lesses (or its parent, subsidiary or affiliate) owns an interest, then the percentage applicabie to liquid hydrocarbons shall be fifty percent (50%) or
the highest percent accruing to a third party processing gas through such plaat under a processing agreement negotiared 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 great=r. The respective royaities on residue gas
and on liquid hydrocarbons shall be determined by 1) the highest market price paid or offered for any gas (or liquid hydrocazsons) of comparable quality in the
general area, or 2) the gross prics paid or offered for such residue gas (or the weighted average gross selling price for the respective grades of liquid hydrocarbons),
whichever is the greater. In no event, however, shall the royalties payable under this paragraph be less than the royalties which would have beea due had the gas not
been processed. &, ' '

(D) OTHER PRODUCTS. Royaity on carbon black, sulphur or any other products producsd or manufactured f:cmias excspting liquid hydrocarbons)
whether said gas be “casinghead,® *dry,” or any other gas, by fractionating, buming or any other procsssing shall be 3/16 partof the
grosg 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 Offics, such market
valu‘ determined as follows: 1) on the basis of the highest markzt price of cach product for the same month in which such product is produczd, or 2) on the
ik

.

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

.:' o %. MINIMUM ROYALTY. During any year after the expiration of the primary term of this lease, if this lease is maintined by production, the royalties

paid L'idcr 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

be k.'mum day of the month succeeding the anniversary date of this lease a sum equal to the toral annual reatal less the amount of royalties paid during the
2 year. HPragrapirIof trisfemedoes motspecify adeiay rentat-zmountthen for the purposes of this paragraph, the delay reatal amount shall be one

P
colfy (§140) per s

¢ 6. ROYALTY IN KIND. Notwithstanding any other provisioa in this lease, at amy time or from time to time, the owner of the soil or the Commissioner
of the Gengral Land Office may, at the option of sither, upon not less than sixty (60) days notics to the holder of the lease, require that the payment of any royalties
u:}@ﬁ( I§such royaity owner under this lease be made in kind. The owner of the soil's or the Commissioner of the General Land Office's right to take its royaity in
kind shall got 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.

i 28 pse. |
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7. NO DEDUCTIONS. Lesses agrees that all royalties accruing under this lease (including those paid in kind) shall be without deduction for the cost of

producing, gathering, storing, separating, treating, dehydrating, compressing, processing, ransporting, and otherwise making the oil, gas and other product

herzunder ready for sale or use. Lesses agrees to compute and pay royaltics on the gross value received, including any reimbursements for severancs taxes and

production related costs.

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

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

Payment of royalty on producticn of oil and gas shall be as provided in the rules set forth in the Texas Register. Rules currently provide that royalty on ail is due
and must be reczived in the General Land Offics on or before the 5th day of the second month succszding the month of production, and royalty on gas is due and
must be received in the General Land Offics on or before the 15th day of the second month succezding the month of production, accompanied by the ﬂ*?a'“ ?F‘hc
owmer, managzr or other authorized agent, completed in the form and manner prescribed by the General Land Office and showing the gross amount :m_j dnsp'cs:uc:n. 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 canfirming the gross production, gispositan



- and market value incloding 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 shall be
accompanicd by a check stub, schedule, summary or other remittance advice showing by the assigned General Land Office lease number the amount of royalty bein
paid on cach lease. If Lessce 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 $25.00 whichever is grearer
In addition to a penalty, royalties shall accrue interest at a rate of 12% per year, such interest will begin accruing when the royalty is sixty (60) days overdue.
AfTidavits and supporting documents which are not filed when due shall incur a penalty in an amount set by the General Land Office administrative rule which s
effective on the date when the affidavits or supporting documents were due. The Lesses shall bear all responsibility for paying or causing royalties to be paid as
prescribed by the due date provided 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 1o 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 portibn of the royalty in dispute as to fair market value. . .

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessce shall annually fumish the Commissioner of the General Land Office with
its best possible estimate of oil and gas reserves underlying this lease or allocable to this lease and shall furnish said Commissioner with copies of all contracts under
which gas is sold or processed and all subsequent agreemenms and amendments to such contracts within thirty (30) days after entering into or making such contracts,
agreements or amendments. Such contracts and agreements when received by the General Land Office shall be held in confidence by the General Land Office unless
otherwisc 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 represeatative of any of them.

(B) PERMITS, DRILLING RECORDS. Written notice of all operations oa this lease shall be submitted to the Commissioner of the General
Land Office by Lessee or operator five (5) days before spud date, workover, re-entry, temporary abandonment or plug and abandonment of any well or wells. Such
written notice to the General Land Office shall include copies of Railroad Commission forms for application to drill. Copies of well tests, completion repors and
plugging reports shall be supplied to the General Land Office at the time they are filed with the Texas Railroad Commission. All applications, permits, reports or
other filings that reference this lease or any specific well on the leased premises and that are 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 weils, tank batteries or other associated improvements to the land must also include the word "State.” Lessee shall supply the Geaeral Land Office with
any records, memoranda, accounts, reports, cuttings and cores, or other information relative to the operation of the above-described premises, which may be
requested by the General Land Offics, in addition to those herein expressly provided for. Lessee shall have an electrical and/or radioactivity survey made on the
bore-hole section, from the base of the surface casing to the total depth of well, of all wells drilled on 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. Lessee shall incur a penalty whenever reports, documents or other materials are not filed in the General Land Office when
duc. The penalty for late filing shall be set by the General Land Office administrative rule which is effective on the date when the materials were due in the General
Land Office. #

11. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, during the primary term hereof and prior to discovery and producticn
of oil or gas on said land, Lessee should drill a dry hole or holes thereon, or if during the primary term hereof and after the discovery and actual production of oil‘or
gas from the leased premises such production thereof should cease from any cause, this lease shall not terminate if on or before the expiration of sixty (60) days fom
date of completion of said dry hole or cessation of production Lessee commences additional drilling or reworking operations thereon, or pays or tenders the next
annual dalay rental in the same manner as provided in this lease. If, during the last year of the primary term or within sixty (60) days prior thersto, a dry hole be
conf] §md ind abandoned, or the production of oil or gas should cease for any cause, Lessee's rights shall remain in full force and effect without further operations, -
until ghegegepiration of the primary term; and if Lessee has not resumed production in paying quantities at the expiration of the primary term, Lessee may maintain this
]cas&i:yﬁm'ducting additional drilling or reworking operations.pursuant to Paragraph 13, using the expiration of the primary term as the date of cessation of
pmamgmnundcr Paragraph 13. Should the first well or any subsequent well drilled on the ibove described land be completed as a shut-in oil or gas well within the
primagy lerm hereof, Lessce may resume payment of the annual reatal in the same manner as provided herein on or before the rental paying date following the
expiytion of sixty (60) days from the date of completion of such shut-in oil or gas well and upon the failure to make such payment, this lease shall ipso facto
l:mﬁn!ls, 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

accarsm:with the shut-in provisions hereof.

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

prodigsd o8 said land, but Lessee is then engaged in drilling or reworking operations thereon, this lease shall remain in force so long as operations on said well or for
drill# working of any additional well are prosecuted in good faith and in-workmanlike manner without interruptions totaling more than sixty (60) days during

any ggs operation, and if they result in the production of oil and/or gas, so long thereafter as oil and/or gas is produced in paying quantities from said land, or
payrl!nr. $hut-ia 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 czase from any cause, this lease shall not terminate if Lessee commences additional drilling or reworking operations within sixty (60) days
after such cessation, and this lease shall remain in full force and effect for so long as such operations continue in good faith and in 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 reworking operations within sixty (60) days after the completion of the well as a dry hole, and this lcase
shall remain in effect so long as Lessee continues drilling or reworking operations in good faith and in a workmanlike manner without interruptions totaling more
than sixty (60) days. Lessee shall give written notice to the General Land Office within thirty (30) days of any cessation of production.

14. SHUT-IN ROYALTIES. For purposes of this paragraph, "well” means any well that has bezn assigned a well number by the state agency having
jurisdiction over the production of oil and gas. If, at any time after the expiration of the primary term of a lease that, until being shut in, was being maintained in
force and cffect, 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 suitable
production facilities or lack of a suitable market, then Lessee may pay as a shut-in oil or gas royalty an amount cqual to double the annual rental provided in the

lease, but not less than $1,200 a year for each well capable of producing oil or gas in paying quantitics. &8 -
errountthven for the purposes of this paragraph, the delay rental amount shall be one dollar (51.00) per acre. To be cffective, cach 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 Lessee ceases to produce oil or gas from the leased premises, or (3) 60 days .
after Lessee completes a drilling or reworking operation in accordance with the lease provisions; whichever date is latest. Such payment shall be made onc-half (12)
to the Commissioner of the General Land Office and one-half (1/2) to the owner of the soil. If the shut-in oil or gas royalty is paid, the lease shall be considered obe -
a producing lease and the payment shall extend the term of the lease for a period of one year from the end of the primary term, or from the first day of the month
following the month in which production ceased, and, after that, if no suitable production facilitics or suitable market for the oil or gas exists, Lessee may extend the
lease for four more successive periods of one (1) year by paying the same amount each year on or before the expiration of each shut-in year. :

15. COMPENSATORY ROYALTIES. If, during the pericd the lease is kept in effect by paymeat of the shut-in oil or gas royalty, oil or gasis 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 i§ occurring, the right to continue to maintain the lease by paying the shut-in oil or gas royalty shall cease, but the lease shall remain effective
for the remainder of the year for which the royalty has been paid. The Lessee may maintain the lease for four more successive years by Lessee paying compensatory
royalty at the royalty rate provided in the lease of the market value of production from the well causing the drainage or which is completed in the same producing
reservoir and within one thousand (1,000) feet of the leased premises. The compensatory royalty is to be paid monthly, onc-half (1/2) to the Commissioner of the
General Land Office and one-half (1/2) to the owner of the soil, beginning on or before the last day of the month following the month in which the oil or gas is
produced from the well causing the drainage or that is completed in the same producing reservoir and located within one thousand (1,000) feet of the leased premises.
If the compensatory royalty paid in any 12-month period is in an amount less than the annual shut-in oil or gas royalty, Lessee shall pay an amount equal to the d
difference within thirty (30) days from the end of the 12-month period. Compensatory royalty payments which are not timely paid will accrue penalty and interest in
accordance with Paragraph 9 of this lease. None of these provisions will relieve Lessee of the obligation of reasonable development nor the obligation to drill offset
wells as provided in Texas Natural Resources Code 52.173; however, at the determination of the Commissioner, and with the Commissioner’s written approval, the

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

16. RETAINED ACREAGE. Notwithstanding any provision of this l=ase 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 1o all of the leased premises, EXCEPT (1) 40 acres surrounding each oil well capable of producing in paying quantities and 320 acres surrounding each gas well
capable of producing in paying quantities (including a shut-in oil or gas well as provided in Paragraph 14 hereof), or a well upon which Lessee is then engaged in
continuous drilling or reworking operations, or (2) the number of acres included in a producing pocled unit pursuant to Texas Natural Resources Code 52.151-
52.153, or (3) such greater or lesser number of acres as may then be allocated for production purposes to a proration unit for each such producing well under the rules
and regulations of the Railroad Commissicn of Texas, or any successor agency, or other governmental authority having jurisdiction. If at any time after the effective
date of the partial termination provisions hereof, the applicable field rules are changed or the well or wells located thereon are reclassified so that less acreage is
thereafter allocated to said well or wells for production purposes, this lease shall thercupen terminate as to all acreage not thereafter aflocated to said well or wells for
production purposes. Notwithstanding the termination of this lease as to a portion of the lands covered hereby, Lessee shall nevertheless continue to have the fight 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 cxisting
roads, existing pipelines and other existing facilities on, over.and across all the lands described in Paragraph 1 hereof ("the rewained lands®), for access to and from the

retained lands and for the gathering or transportation of oil, gas and other minerals preduced from the retained lands. 4%

4
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(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
u:nninal.e.as to all depths below 100 feet below the total depth drilled (hereinafter "dezper depths™) in each well located on acreage retained in Paragraph 16 (A)
abawvey unkess 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
corssideratlon 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
terplalion shall be delayed for an additional period of two (2) years and so long thereafter as oil or gas is produced in paying quantities from such deeper depths
cowetetbbydthis Jease.

L] . .

*%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 mﬂewed 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:m!igg.qc!r!of this lease as provided herein, Lessee shall execute and record a release or releases containing a satisfactory legal description of the acreage and/or
dept® not fetained hereunder. The recorded release, or a certified copy of same, shall be filed in the General Land Office, accompanied by the fling fee prescribed
by the &eneral Land Office rules in effect on the date the release is filed. If Lesses fails or refuses to execute and record such release or releases within ninety (90)
days after being requested to do so by the General Land Office, then the Commissioner at his sole discretion may designate by written instrument the acreage and/or
dcph;}tzﬂrcieascd 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 Office and such designation shall be binding upon Lesses for all purposes.

sesese

g 5 ".!7. OFFSET WELLS. Neither the bonus, delay rentals, nor royaltics 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 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 produced in commercial quantities within 1,000 feet of the leased premises, or in any case where the leased premises is being
drained by production of oil or gas, the Lessee, sublessee, receiver or other agent in control of the leased premises shall in good faith begin the drilling of a well or
wells upon the leased premises within 100 days after the draining well or wells or the well or wells completed within 1,000 feet of the leased premises start producing
in commercial quantities and shall prosecute such drilling with diligence. Failure to satisfy the statutory offset obligation may subject this lease and the owner of the
soil's agency rights to forfeiture. Only upon the determination of the Commissioner of the General Land Office and with his written approval may the payment of
compensatory royalty under applicable statutory parameters satisfy the obligation to drill an offset well or wells required under this paragraph.

18. FORCE MAJEURE. If, after a good faith ;E'om Lessee is prevented from complying with any express or implied covenant of this lease, from
conducting drilling operations on the leased premises, or from producing oil or gas from the leased premises by reason of war, rebellion, riots, strikes, acts of God, or
any valid order, rule or regulation of government authority, then while so prevented, Lessee's obligation to comply with such covenant shall be suspended and Lesses
shall not be liable for damages for failure to comply with such covenants; additionally, this 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 leased premises. However, nothing in this paragraph shall suspend the )
payment of delay rentals in order to maintain this lease in effect during the primary term in the absence of such drilling or reworking operations or production of ail
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 50l in the leased premises by paying any mortgage, taxes or other Ii
on the leased premises. If Lessee makes payments on bebalf of the owner of the soil under this paragraph, Lessee may recover the cost of these payments from m:ns

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 estats in the above
described land, whether or not Lessee's interest is specified herein, then the royalties and rental herein provided 10 be paid 10 the owner of the soil shall be paid 1o him
in the proportion which his interest bears to the entire undivided surface estate and the royalties and rental herein provided to be paid to the Commissioner of the
General Land 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 jpterest purportedly leased under this lease and the actual interest owned by the owner of the soil. The Commissioner of the General Land
Office shall be paid the value of the whole production allocable to any undivided interest not covered by a lease, less the proportionate development and production
cost allocable o such undivided interest. However, in no event shall the Commissioner of the General Land Office reccive as a royalty on the gross production
allocable to the undivided interest not leased an amount less than the value of one-sixteenth (1/16) of such gross. production.

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

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

without the prior consent of the owner of the soil.

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

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

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

5

25. POLLUTION. In developing this area, Lessee shall use the highest degree of care and all proper safeguards to prevent pollution. Without limiting the
foregoing, pollution of coastal wetlands, narural waterways, rivers and impounded water shall be prevented by the use of containment facilities sufficient to prevent
spillage, seepage or ground watsr contamination. In the event of pollution, Lessee shall use all means at its disposal to recapture all escaped hydrocarbons or other
pollutant and shall be responsible for all damage to public and private properties.. Lessee shall build and maintain fences around its slush, sump, and drainagepits
and tank batteries so as to protect livestock against loss, damage or injury; and upon completion or abandonment of any well or wells, Lessee shall fill and level all
slush pits and cellars and completely clean up the drilling site of all rubbish thercon. Lessee shall, while conducting operations on the lcased premises, keep said
premises free of all rubbish, cans, bottles, paper cups or garbage, and upon completion of operations shall restore the surface of the land to as near its original
condx' i 7 @»d contours as is practicable. Tanks and equipment will be kept painted and presentable. ;

L N} L] .
- ';.26. REMOVAL OF EQUIPMENT. Subject to limitations in this paragraph, Lessee shall have the right to remove machinery and fixtures placed by
LessAba'ife 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 Wiess’the owner of the soil grants Lessee an extension of this 120-day pericd. However, Lesses may not remove casing from any well capable of producing oil
and ga®M%aying quantities. Additionally, Lessee may not draw and remove casing until after thirty (30) days written notics to the Commissioner of the General
Lang OyRe and to the owner of the soil. The owner of the soil shall become the owner of any machinery, fixtures, or casing which are not timely removed by Lesses
undgr:ﬂ;e. g!ms of this paragraph.

e 27. (A) ASSIGNMENTS. Under the conditions contained in this paragraph and Paragraph 29 of this lease, the rights and estates of either party to this
lease may beassigned, 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 ﬁfgzniiiHowner. a change or division in ownership of the land, rentals, or royalties will not enlarge the obligations of Lessee, diminish the rights, privileges
and cstates of Lesste, impair the effectiveness of any payment made by Lessee or impair the effectiveness of any act performed by Lesses. And no change or
divist@Pih ership 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
repres diithees or assigns) furnishes the Lessee with satisfactory written evidence of the change in ownership, including the original recorded muniments of title (ora
certified copy of such original) when the ownership changed because of a conveyance. A total or partial assignment of this lease shall, to the extent of the interest
assigned, relieve and discharge Lesses of all subsequent obligations under this lease. If this lease is assigned in its entircty as to only part of the acrzage, the right and
option to pay rentals shall be apportioned as between the several owners ratably, according to the area of each, and failure by one or more of them to pay his share of
the rental shall not affect this lease on the part of the land upon which pro rata rentals are timely paid or tendered; however, if the assignor or assignee does not file a
certified copy of such assignment in the General Land Office before the next rental paying date, the entire lease shall terminate for failure to pay the entire rental due
under Paragraph 3. Every assignee shall succeed to all rights and be subject to all obligations, liabilities, and penalties owed to the State by the original lessce or any

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

(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 treatzd as if it were made 10 the owner of the soil if the assignee is:

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

(3) a partnership in which the owner of the soil is a parmer or is an employes of such a partnership;
(4) a principal stockhelder or employes of the corporation which is the owner of the soil;
(5) a partner or employee in a partnership which is the owner of the soil; _
= True and €orreet
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(6) a fiduciary for the owner of the soil; including but not limited 1o a guardian, trustee, executor, administrator, receiver, or conservator for the
owner of the soil; or
(7) 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 releasc or releases covering any portion or portions of the leased premises, and thereby surrender this lease as to such portion or portions, and be
relieved of all subsequent obligations as to acreage surrendered. If any part of this lease is property surrendercd, the delay rental due under this lease shall be reduced
by the proportion that the surrendered acreage bears to the acreage which was covered by this lease immediately prior to such surrender; however, such release wil)
not relicve Lessee of any liabilities which may have accrued under this lease prior to the surrender of such acreage. i

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

30. DISCLOSURE CLAUSE. All provisions pertaining to the lease of the above-described land have been included in this instrument, including the
statement of the true consideration to be paid for the execution of this lease and the rights and duties of the parties. Any collaeral 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 Lesses or an authorized
agent should knowingly make any false return or false report conceming production or drilling, or if Lessee shall fail or refuse to drill any offset well or wells in good
faith as required by law and the rules and regulations adopted by the Commissicner of the General Land Office, or if Lessee should fail to file reports in the manner
required by law or fail to comply with rules and regulations promulgated by the General Land Office, the School Land Board, or the Railroad Commissicn, or if
Lessee should refuse the proper authority access to the records pertaining to operations, or if Lessez or an authorized agent should knowingly fail or refuse to give
correct information to the proper autherity, or knowingly fail or refuse to furnish the General Land Office a correct log of any well, or if Lessee shall knowingly
violate any of the material provisions of this lease, or if this 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 forfeiture by the Commissioner, and he shall forfeit same when sufficiently informed of the facts which authorize a
forfeiture, and when forfeited the arca shall again be subject to lease under the terms of the Relinquishment Act. However, nothing herein shall be construed as
waiving the automatic termination of this lease by operation of law or by reason of anv special limitation arising hereunder. Forfeitures may be set aside and this
lease and all rights thereunder reinstated before the rights of another intervene upon saisfactory evidencs to the Commissioner of the General Land Office of future
compliance with the provisions of the law and of this lease and the rules and regulations that may be adopted relative hereto. X

33. LIEN. In accordance with Texas Natural Resources Code 52.136, the State shall have a first lien upon all oil and gas produced from the area covered
by this lease to secure payment of all unpaid royalty and other sums of money that may become due under this lease. By ac::ptance of this lease, Lessee grants the
State, in addition to the lien provided by Texas Natural Resources Code 52.136 and any other applicable starutory lien, an express contractual lien on and security
interest in all leased minerals in and extractzd from the leased premises, all proceeds which may accrue to Lessee from the sale of such leased minerals, whether such
procegds are held by Lessee or by a third party, and all fixtures on and improvements to the leased premises used in connection with the production or procsssing of
suchelgased mincrals in order to securc 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 ﬁ‘ng or 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
fomdgs'c' Jath or without court proceedings in the manner provided in the Title 1, Chapter 9 of the Texas Business and Commercs Code. Lessee agrees that the
Conuygsnmi:r may require Lessee to execute and record such instruments as may be reasonably necessary to acknowledge, artach or perfect this lien. Lessee hereby
represénts that there are no prior or superior liens arising from and relating to Lesses's activities upon the above-described property or from Lessee’s acquisition of
this is?:.' Should the Commissioner at any time determine that this representation is not true, then the Commissioner may declare this lease forfeited as provided

as e

here .. - S

[ LN}

®* 32 POOLING. Lessee is hercby granted the right to pool or unitize the royalty interest of the owner of the soil under this lease with any other leaschold

or mineml interest for the exploration, development and production of oil or gas or cither of them upon the same terms as shall be approved by the School Land
Boarg afid thg Commissioner of the General Land Office for the pooling or unitizing of the interest of the State under this lease pursuant to Texas Natural Resources
Cod:.;%.'l §-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
Resoumes Cade 52.152.

o:.n-:

%15 INDEMNITY. Lessee hereby releases and discharges the State of Texas aEd the owner of the soil, their officers, employees, partmess, agents,
contractors, subcontractors, guests, invitees, and their respective successors and assigns, of and from all and any actions and causes of action of every nature, or other
harmn, including environmental harm, for which recovery of damages is sought, including, but not limited to, all losses and expenses which are caused by the
activities of Lessee, its officers, employces, and agents arising out of, incidental to, or resulting from, the operations of or for Lessee on the leased premises
hercunder, or that may arise out of or be occasioned by Lessee’s breach of any of the terms or provisions of this Agreement, or by any other negligent or strictly liable
act or omission of Lessee. Further, Lessee hereby agrees to be liable for, exonerats, indemnify, defend and hold harmless the Statz of Texas and the owner of the soil,
their officers, employees and agents, their successors or assigns, against any and all claims, 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 attomeys" 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 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 Lessee, its directors, officers, employees, parters, agents, contractors, subcontractors, guests, invitees, and their respective
succsssors and assigns. Each assignee of this Agreement, or an interest therein, agrees to be liable for, exonerate, indemnify, defend and hold harmless the State of
Texas and the owner of the soil, their officers, employees. and agents in the same manner provided above in connection with the activities of Lessee, its officers,
employees, and agents as described above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF THE INDEMNITY OBLIGATIONS
AND\OR LIABILITIES ASSUMED UNDER THE TERMS OF THIS AGREEMENT SHALL BE WITHOUT LIMITS AND WITHOUT REGARD TO
THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXISTING CONDITIONS), STRICT LIABILITY, OR THE NEGLIGENCE OF ANY PARTY
OR PARTIES (INCLUDING THE NEGLIGENCE OF THE INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE BE SOLE, JOINT,

CONCURRENT, ACTIVE, OR PASSIVE. x dCo t
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36. ENVIRONMENTAL HAZARDS. Lessee shall use the highest degree of care and ail reasonable safeguards to prevent contamination or pollution of 2
any environmental medium, including soil, surface waters, groundwater, sediments, and surface or subsurface strata, ambient air or any other environmental medi:m .
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, loxic materials, or substances regulated as hazardous wastes, hazardous materials, hazardous substances (as the term “Hazardoys
Substance” is defined in the Comprehensive Environmental Response, Compensation and Liability Act (CERCLA), 42 U.S.C. Sections 9601, et seq.), or toxic
substances under any federal, state, or local law or regulation (“Hazardous Materials™), except ordinary products commonly used in connection with oil and gas
exploration and development operations and stored in the usual manner and quantities. LESSEE'S YIOLATION OF THE FOREGOING PROHIBITION
SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND
DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST ANY CLAIMS, DAMAGES, JUDGMENTS, PENALTIES,
LIABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS® FEES AND COURT COSTS) CAUSED BY OR ARISING OUT OF ma
VIOLATION OF THE FOREGOING PROHIBITION OR (II) THE PRESENCE, RELEASE, OR DISPOSAL OF ANY HAZARDOUS MATERIALS ON,
UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE’S OCCUPANCY OR CONTROL OF THE LEASED PREMISES. LESSEE SHALL‘
CLEAN UP, REMOVE, REMEDY AND REPAIR ANY SOIL OR GROUND WATER CONTAMINATION AND DAMAGE CAUSED BY THE
PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER, OR ABOUT THE LEASED 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.

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

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

39. LEASE FILING. Pursuant to Chapter 9 of the Texas Business and Commerce éod:. 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 cenificd copy of this leasz (which is made and centified by the County Clerk from his records) is filed in the General Land Office in accordance with

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

* See Exhibit "A" %ed for Additional Provisions
____—-’
o5 :
1L ESSEE

BY: C{ay Johnson

TITLE:

> “':'; DATE:' ?Cg '?j

STATE OF TEXAS

BY:
Individually and as agent for the State of Texas

for the State of Tex

.glfx" ‘g?é%, Presidént of RC Star L.L.C., Gg;lfral‘ P;'i\g}t{n?ﬁ#of H—? Mllnerals and Realty, Ltc
Seeed Fed. Tax ID# GGG

STAYE'SF 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:
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STATE OF (CORPORATION ACKNOWLEDGMENT)

COUNTY OF

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

known to me to be the person whose name is subscribed to the rm;egoing instrument, as _ of

and admowledged 0 me that he executed the same ‘
for the purposes and consigleration therein expressed, in the capacity stated, and as the act and de=d of said corporation.

Given under oty hand and scal of office this the day of ;19 .
Notary Public in and for
STATE OF . (CORPORATION ACKNOWLEDGMENT)
COUNTY OF

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

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

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

Given under my hand and sezal of office this the day of 205
Notary Public in and for
STATE OF TEXAS (INDI'VIDUAL ACKNOWLEDGMENT)

COUNTY OF T(a VIS

o o Bojore me, the und:rslgncd authority, on this day personally appeared__ C i
L.4,s€,, General Partner of H-S Minerals and Realty, Ltd.
known }o be the persons whose names are subscribed to the foregoing instrument, and acknowledged to me that they exccuted the same for the purposes and

consi oﬂm!.hcrcm expressed. %W
 dayof , 19 q%

JANAJULER e

. Cu\:cn under my hand

eoecss Wmm:tg:m @d t'orTrMivls ZQ /R

JULY 21, 2002
STATE EI;’: o ”:M a (INDIVIDUAL ACKNOWLEDGMENT)
coUm.'i’.'e’;;_ M C{.LM

Before me, the undersigned authority, on this day personally appearcd C@ a/j 90 hﬂ St~

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

consideration therein expressed.
Given under my hand and seal of offics this the 2/3 day of W w19 q 8
___________________ PV /e ~T N Lgre

¥ Py, YE [ S
/:’é_{{?%‘ Pf?(#ﬁ?#éﬁé?.lc Notary Public in and for F. LA 0-0
PN /21 State of Texas

‘Q@;’w‘ Comm. Exp. 10-30-99

NPT

%
TN

P e e s g
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“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.

'J..f.'ssee further agrees to maintain all drill sites and other portions of the surface used or occupied by Lessee, its successors or
asgltrns free and clear of weeds and noxious vegetation and will maintain the same in a reasonable manner to prevent additional
oud.mnage to the owner of the soil’s other land and crops.
00 "
3,“Upon written demand by the owner of the soil, Lessee shall build and maintain fences around its slush, sump and drainage pits
"'ﬁnd tank batteries to protect livestock against loss, damage or injury; and upon completion or abandonment of any well or wells,
M n!,cgsee 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
e || e

. : sush well, or upon the abandonment of any well location, drillsite, tank battery site or roadway, the premises will be restored as
& ‘ggarly ds reasonably possible to its former condition at the cost and expense of the Lessee, it being the intention of the parties

oo o g feto that the Lessee shall restore the surface to as nearly the state that it is in at the time of execution of this lease.
L] L]

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.

g?A‘TTéFIIJ%DTE(EE AND CORRECT COPY CERTIFICATE
COUNTY OF REEVES LT ?): ¢ LV

The above and foregoing is a fult; tnie and cwrarlp{osol 3@: copy of the
onqma\ record now in my lawful cuslody and possession, as the same Is

5.9, MR % XK K .9,
Pm l ORDED IN THE
OFFICIAL PUBL C RECORDS

,-';15 S, | hereby cerifigdon ~~11/5/98

S <& . True and Correct
gs@ g:;ﬂl:g 0. FLO OUNTY CLERK ﬂ copy of
Wl %? il d riginal filed in
R DEPUTY \ A Ong

K Reeves County
Clarks Office

Vlrglula Palomino
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Generzl Land Office 2
Relinguishmnt Act Lease Form =
Revised, September 1597

‘ OIL AND GAS LEASE

THIS AGREEMENT is macs and extersd into this 1©Q  day of. Angnst 1298 , bervesn the Statz of Tex=s, 2cting by and through jts
agsat___Hill Investments. Ltd.

cf
P.O0., Box 1568, Cedar Park, Texas 78613 said agear
(Give Permnanent Address): .
hercin referred to as the owner of the scil (whether one or more), and Clay Johnson
‘ 203 W, Wall, Snite 800 of
Midland, Texas 70701
(Give Permanent Address) T
hereinafier called Lesses,

1. GRANTING CLAUSE. For and in corsideration of the amounts stated below and of the covenants and agreements o be paid, kept and performed by
Lesses under this lease, the State of Texas acting by and through the owner of the scil, hersby grants, leases and lets unto Lesses, for the solc and only purpess of
prospecting and drilling for and producing oil and zas, laving pipe lines, building tanks, swring oil 2nd building power staticns, telephore lines and other stmuctures
thereon, 1o producs, save, taks care of, treat and transport said products of the lease, the following lands situated in Reeves County, Stas
of Texas, to-wits 2

The E/2 of Section 31, Block 56, Public School Land Survey,
Save and Except the N/40 and the S/122.5

conuining___157.5 acres, mors or less. The bonus considsration paid for this Jease is 2 follows:

. e

& e To the Stazz of Texas: Eighty-two and 02/100=—---e e e e e e e e
eene Ccllass (S 82.02 ¥

S ;

', To the ownerof e scil:_ Eighty-two and 02/100—————m e e e e e e
sssse Lollas (5 82.02 ) )

- .
e Total benus consideraticn: One Hundred Sixtv-four and 04/100-—--eeeeeoo—————
coness Deilrs (S 164.04 ) :
.

The 2l benus consideraticn paid represents a benus of, Fifty and No/100————————— e ————

PO Ceilars (S 50.00 ) peracs,on _3 . 28] netaces.
[} .

from this date

o2, TERM. Suhj:ct 1o e other provisions in this lease, this lease shall be feratemm of Five (_5_) years
(hc!.‘:%‘&#cd “erimary term”) and as !cog therzadter as oil and gas, or cither of them, is produced in faying quanties fom said land.
As used in this lease, the term “preducsd in paying quantities® means that the receipts fom the sale or other autheriz=d commercial use of the substancs{s) coversd
excsed out of pegkst-operational expezses 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 Leass and there are then no drilling

operations being conducted on the premises, thea tins lease shall werminate unless. on or before such anniversary date, Lessee shall pay, ¥: directly to the owner of ¢
and a like ameunt paid or tendered to the COMMISSIONER OF THE GENERAL LAND OFFiCE OF THE STATE OF TENAS, AT AUSTIN, TEXAS. a delay ren
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

a period of one (1) additional vear. In like manner and upon payment of the amounts set cut in the following schedule. this lease may ke further continue for SuCCessive Onic-

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

Delav Rental per Acre
S 109D
S 100
$16.67
$16.67

lrue and Gerregt
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Original filed in
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) 4.. ) PRODUCTION ROYALTIES. Upen production of oil and/or gas, Lesses 3;:-5:5 10 pay or cause to be paid onc-half (172) of ke royalty
p:ov:drd for in this lease to the Commissioner of the General Land Offics of the Statz of Texas, 2t Austin, Texas, and one-half (1/2) of such royalty 1o the owner of
the soil: = = T

(A) CIL. Royalty payatle on oil, which is deSined as including all hydrocarbers preducsd in a liquid form at the mouth of ths well and also ag
condensatz, distillats, :Iid sther liquid hydrocarbens recoversd Som oil or 335 run through a separater or other equipment, as hereinafler provided, shal] be -
3/186 part of the gross produciion or the market value thereof, at the option of the owner of thz soil or the Commissioner of o

=reral Land Crfice, such value to be dezarmined by 1) the highest posied price, plus premium, If any, offered cr paid for oil, condensate, distillate, or other “:itﬁd
hydrocarbons, respectively, of a like type and graviry in the genzral arsa whers producsd and when nm, or 2) the highest markst prics thereof offered or paid in ty

=neral arza where produced and when run, or 3) the gross procesds of the sale thereef, whichever is the greater. Lessez agrees that befors 2ny gas producsd f-"arac-\c
leased premises is scld, used or processed in a plant, it will be run &ee of cost to the royalty owners through an adequats oil and zas separazer of tenventcnal ryp,:_h
othzr equipment at least as efficient, so that all liquid hydrecarbens recoveratic £om the gas by such means will be recoversd. The requiremment that such 23s be m:r
through a separator or other equipment may be waived in writing by the royalty owaers upen such Lemms and conditions as they prescrice.

(B) NCN PROCESSED GAS. Royalty on 2ny gas (including flared gas), which is defined as 2Il hydrocarbons and gaseous substances ot defined
as oil in subparagraph (A) abeve, produced from any well on said land (excspt as provided herein with respect to g2s processed in a plant for the extraction of
gascling, liquid hydrocarbens er other products” shall be 3/16 pat of the gross production or the markst value thereof, at the option of the

owner of the £oil or the Commissioner of the Ceaeral Land Cfics, such vaiue to be based on the highest marks: pics paid or offered for gas of comparable quality in

the general arsa where producesd and whea run, or the gross prics paid or offersd to the producsr, whichever is the greater; provided that the maximum prssure bace
in measuring the gas under this lease shall not af any time exce=d 14.65 pounds per square inch 2bsolute, and the standard base temperanurs chall be sixty (50)
¢egrees Fahrenheit, correction to be mads for pressure aczording w0 Boyle's Law, and for specific gravity aczcrding o tests made by the Balancs Method or by the
recst approved methed of testing being used by the industy at the time of testing.

(&) PRCCESSED GAS. Royalty on any gas procsssed in a gasoline plant or other plant for the recovery of gasoline or othier liquid hydrocarsons
shall be 3/16 part of th= residue 325 and the liquid hycrocarbens exumeied or the markst value thersof, at the option of the

owner of the seil or the Commissicacr of the Gezeral Land CEics. All royalties due herein shall be based on one hundred percant {100%) of the total plant
preduction of residue gas anricutbic o gas produced Som this lease, and on fify percent (5G%), or that percent accruing to Leszas, whichever Is the greater, of the
tozal plant procduction of liquid hydrecariens amributable to the gas producsd from this lease; provided <hat if liguid hydrecarons are resoversd Som gzs proceszed
in a plant in which Lesses (cr its parsay, rubsidiary or ailiate) owns an interssy, then the percentzgs a0 licable o liquid hvdrocarsons shall Se fidly persent (50%) er
the highest percent acsruing 1o a third parsy processing gas through such plant under a procsssing agre=ment negotiaz=d at arm's lenzeh (or if thers is no suck third
parwy, the highest percent then being spesified in procsssing agresments or sontaess in the indusTy), whichever is the zrezter. The respecsive rovaltiss on residue 33s

and cn liquid hydrecarbons shail be dezzmiinad )} the highest markst price paid or offzred for 2ny z2s (or liquiz? Tydrccartons) of comparatie guality inthe
8zneral area, er 2) the gross prics paid or o the respective aces of liquid hydrecardens),

WhAZRweris the greater. In no evens howey
bean pocessed.

esese
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®es’ o (D) CTHER PRODUCTS. Royalty on cardon black, sulzhur or any other products producsd or manufzcrursd Sar: gas (exszping liguid hydrecartens)
wheger said gas be “casinghead,® *dry,” cr 2ny other zas, by Sz=cionatng, buming or any cther procsssiag shall 22 3/1 6 paitofke

gregs, grpduction of such preducts, or the markst value thereof, 22 the cption of the owner of the scil or the Cemmissioner of the General Land Offics, such marke:
vadue io W detzrmined as follows: 1) on the basis of the highest markst prics of sach product for the same morth in which such product is produc=d, or 2) on the
basis of the average gross sale prics of each product for the same month in which such pro<ucts arz produced; whichever is the greater.

asee .:

= 5. MINIMUM ROYALTY. During any year aftes the expiraticn of the primary term of s lease, if this lea<c is mmaintined by production, the royalties

paid der this lzase in no event shall be le<s than an amcunt equal to the total annual delay rental herein provids=d; otherwise, thems shzil be due and payable onor

Fin e dast day of the menth succseding the anniversary dats of this lease a sum squal to the total 2nnual rental less the amcunt of rovalties paid during the
prezeding Year, 5 : =3 {or the purposes of this paragrsph, the delay reatal amcunt shall be one

dcll.a..rﬁ{.gO) pes acre.
. .

6. RCYALTY IN KIND. Nerwithstanding any cther provision in this leass, at any time or Som time to time, the owner of the s¢il or the Commissioner

of the Geaeral Land Offics may, at the cgticn sf sither, upon not less than sixty (50) days aoti~2 16 the helder of the leass, requirs that the payment of any -"01'55555‘
accruing to such reyalty owner under this lease be mads= in kind. Thae owner ef .52 s0il's or thz Cerrzissicner of the Cenerai Land Office's fizht to take its ."’-_-."-’-1{?’ i
kind shall not diminish or n2gate the owner of the soii's or the Commissicner of the General Land CfSce's rights or Lesses's otligations, whether express or implicd.

uncer this lease.

7. NC DEDUCTIONS. Lesses agrees that all royaltes accruing under this lease (including thoss paid in kind) shall be withcut deduction for the cost of
ther procucs :

procducing, gathering, stering, separating, Teating, dehydrating, compressing, precessing, Tansperzing, and otherwise making the oil, gas and othes
hersunder ready for sale or use. Lesses azre=s o computs 2nd pay royalties cn the gross value rzesived, including any reimbursements for severancs taxes and
procuctica relatzd costs.

s=d to
scil

8. PLANT FUEL AND RECYCLED CAS. No royalty shall be payable on any gas as may represent this leass's propentionats shars of any fuel u
process gas produced hereunder in any procassing alant. Neowithstanding any other provisicn of tais leass, and subject to the writien concent of the owner of the
and the Commissioner of the General Land GiTice, Lesses may recycle gas for zas lift purposes oo the leased premises or for injection into any oil or gas Fmdd“'“g

ed 2as
1 s

(5§

. . 3 . P A . T {: i a 2 o amare!

fermation underiying the leased premises 2327 the liquid hydrocarbens contained in the gas have tezn removed; no royalties shall be payable on thezeye:
until it is produczd and scl< or used by Lazsz

4
3 |maca

2 in 3 manner which entides the royalty owners to a reyalty under this [zase.

9. ROYALTY PAYMENTS AND REFCRTS. All rovalties not taken in kind :hall Be paid to the Commissicner of the Genemal Land Cffics at At

Texazs, in the foilowing mannes

wment of revalty on pradh
H e
Secrecsived in the General La

o




and market value including gas meter readings, pipeline receipts, gas line receipts and other checks or memoranda of amount produced and put into Pipelines, tanks
or pools and gas lines or gas storage, and any other reports or records which the General Land Offics may require to verify the gross production, disposition ang
market value. In all cases the authority of a manager or agent to act for the Lessee herein must be filed in the General Land Offics. Each royalty Payment shall 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 be;
paid on each leasz. 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 e
525.00, whichever is greater. A royalty payment which is over thirty (30) days late shall accrue a penalty of 10% of the royalty due or $25.00 whichever is greater
In addition to a penalty, royalties shall accrue interest at a rate of 12% per year; such interest will begin accruing when the royalty is sixty (60) days overdue. i
AfTidavits and supperting documents which are not filed when due shall incur a penalty in an amouat set by the General Land Office adminiswrative rule which i
effective on the datz ‘whea the affidavits or supporting documents were due. The Lesses shall bear all responsibility for paying or causing royalties to be paid as
prescribed by the due date provided herein. Payment of the delinquency penalty shall in no way operate to prohibit the State's right of forfeiture as provided by law
nor act to postpone the date on which royalties were originally due. The above penalty provisions shall not apply in cases of title disputz as 10 the State’s portion of
the royalty or to that portion of the royalty in disputz as to fair markzt value. N .

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually fumnish the Commissioner of the General Land Office with
its best possible estimate of oil and gas reserves underlying this lease or allocable to this lease and shall furnish said Commissioner with copies of all contracts under
which gas is sold or processed and all subscquent agresmemts and amendments 1o such contracts within thirty (30) days after entering into or making such contracts,
agreements or ameadments. 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 gas produced on said
premises, including the books and accounts, recsipts and discharges of all wells, tanks, pools, meters, and pipelines shall at all times be subject to inspection and
examination by the Commissioner of the General Land Offics, the Attomney General, the Governor, or the representative of any of them. y

(B) PERMITS, DRILLING RECORDS. Written notics of all operations oa this lease shall be submitted to the Commissioner of the General
Land Offics by Lesses or operator five (£) days before spud date, workover, re-entry, temperary 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 repors and
plugging reports shall be supplied to the General Land Office at the time they are filed with the Texas Railroad Commission. All applications, permits, reports or
other filings that reference this lcase or any specific well on the leased premises and that are submitted to the Texas Railroad Commission or any other governmental
agency shall include the word "State” in the tile. Additionally, in accordance with Railread Commission rules, any signage on the leased premises for the purpose of
identifying wells, tank barteries or other associated improvements to the Jand must also include the word *State.® Lessec shall supply the General Land Office with
any records, memoranda, accounts, reperts, cuttings and cores, or other information relative to the operation of the above-described premises, which may be
requested by the General Land Offics, in addition to those herein expressly provided for. Lesses shall have an electrical and/or radioactivity survey made on the
bore-hole section, from the base of the surface casing !0 the total depth of well, of all wells drilled on the above described premises and shall transmit a true copy of

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

(C) PENALTIES. Lessee shall incur a penalty whenever reports, documents or cther matsrials are not filed in the General Land Office when
dug. The 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

Lage Office.

a8 i

-:' * ¢ 11. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, during the primary term herzof and pricr to discovery and producticn
of oil or gas on said Jand, Lesses should drill a dry hole or holes thereon, or if during the primary term hereof and after the discovery and actual production of oil or
gas ffom the leased premises such prcduction thereof should csase from any cause, this lease shall not terminate if on or before the expiration of sixry: (60) days fom
dagd 8f Coenpletion of said dry hole or cassation of production Lesses commences additional drilling or reworking operations therson, or pays or tenders the next
ann@&°dtiay reatal in the same manner as provided in this lease. If, during the last year of the primary term or within sixty (60) days prior thersto, a dry hole be
cogipjassed and abandoned, or the production of oil or gas should cease for any cause, Lesses's rights shall remain in full force and effect without further operations_
untiP the ckpiration of the primary term; and if Lessee has not resumed production in paying quantities at the expiration of the primary term, Lesses may maintain this
lease by conducting additional drilling or reworking operations pursuant to Paragraph 13, using the expiration of the primary term as the date of cessaticn of
productiorgunder 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 eem hereof, Lessce may resume paymeat of the annual reatal in the same manaer as provided herein on or before the reatal paying date following the
expiration of sixty (60) days from the date of completicn of such shut-in oil or gas we!l and upon the failure to make such paymeat, this lease shall ipso facto
terAhLe’ A 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 herzof.

12. DRILLING AND REWORXING AT EXPIRATION OF PRIMARY TERM. If, at the expiration of the primary term, neither oil nor gas is being
producsd on said land, but Lessee is then engaged in drilling or reworking operations thercon, this lease shall remain in fores so long as operations on said well or for
drilling or reworking of any additional we!l are prosecuted in good faith 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 thereafter as oil and/or gas is preduced in paying quantities from said land, of
payment of shut-in oil or gas weil royaltics or compensatory royalties is made as provided in this lease.

13. CESSATION, DRILLING, AND REWORXING. If, after the expiration of the primary term, production of oil or gas fom the leased premises, after
oncs obtained, should cease from any cause. this lease shall not terminats if Lessee commencss additional drilling or reworking operations within sixty (60) days
after such cessation, and this lease shall remain in full forez and effect for so long as such operations continue in good faith and in worlenanlike 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 cfcompcns_-iwﬁ
royalties is made as provided herein or as provided by law. If the drilling or reworking operations result in the completion of a well as a dry hole, the lease will not
terminate if the Lzsses commences additional drilling or reworking operaticns within sixty (60) days afier the completion of the well as a dry hole, and this lease
shall remain in cffect so long as Lesses continues drilling or reworking operations in good faith and in a workmanlike manner without interruptions totaling more
than sixry (60) days. Lessce shall give writtzn 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 any well that has bezn assigned a well number by the state agency |"13Vi“_g
Jurisdiction over the production of oil and zas. If, at any time after the expiration of the primary temmn 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 leaszd premises, but oil or gas is not being produced for lack of suitable

preduction facilities or lack of a suitable markst, thea Lesses may pay as a shut-in oil or gas royalty an amount equal to double the annual rental provided in the
lease, but not less than $1,200 a year for each well capable of producing oil or gas in paying quantities. i i - T "
aemouririien- for the purposes of this paragraph, the delay rental amount shall be one dollar (S1.00) per acie. To be effective, cach initial hut-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 remises

after Lessee completes a drilling or reworking operation in accordance with the lease provisions; whichever date is latest. Such payment s‘;mll be m:drg(iz]:o.h:]afya 2) ]
_to the Commissioner of the Genzral 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 shal] be considered to be
a producing lease and the payment shall extend the term of the lease for a period of one year from the end of the primary term, or from the first day of the month
foilowing the 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 snc::‘ssive 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 pericd the lease is kept in effect by payment of the shut-in oil or gas royalty, oil or gas is so|d and
delivered in paying quantities from a well located within one thousand (1,000) fest of the leased premises and completed in the same producing reservoir, or in any i
case in which drainags is occurring, the right to continue to maintain the lease by paying the shut-in oil of gas royalty shall cease, but the lease shall remain effectiye
for the remainder of the year for which the royalty has beea paid. The Lesses may maintain the lease for four more sucsessive years by Lesses paying compensars,
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 od
reservoir and within one thousand (1,000) feet of the leased premises. The compensatory royalty is to be paid monthly, one-half (1/2) to the Commissioner of the
General Land Office and ene-haif (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 i
produczd from the well causing the drainage or that is completzd in the same producing reservoir and located within one thousand (1,000) fect 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, Lessee shall pay an amount equal to the L
difference within thirty (30) days from the end of the 12-month period. Compeasatory royalty payments which are not timely paid will aczrue penalty and interest in
accordance with Paragraph 9 of this lease. None of thess provisions will relieve Lesse= of the obligation of reascnable development nor the obligation to drill offses .
wells as provided i Texas Narural Resources Code 52.173; however, at the detsrminaticn of the Commissioner, and with the Commissioner's written approval, the

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

16. RETAINED ACREAGE. Notwithstanding any provision of this izase 1o 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 therson.

(A) VERTICAL. In the event this lease is in forcs and effect two (2) years after the exrimtion date of the primary or exteaded term it shall then terminate
as 1o all of the leased premises, EEXXCEPT (1) 40 acres surrcunding 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 2 well upon which Lessee is thea engaged in
continuous drilling or reworking operaticns, or (2) the number of acres included in a producing pocied unit pursuant to Texas Natural Resources Code  52.151-
52.153, or (3) such greater or lesser number of acres as may then be allocated for production purposes to a proration unit for each such producing well under the rules
and regulations of the Railroad Commizsion of Texas, or any successor agz=ncy, or other governmental authority having jurisdiction. If at any time after the effective
date of the partial terminaticn provisions hereof, the applicable field rules ar= changed or the well or wells located thereon are reclassified so that less acreage is
thereafter allocated to said well or wells for production purposes, this lease shail thereupon terminate as to all acreage not thereafter allocated to said well or wells for
preduston purposes. Notwithstanding the terminaticn of this lease as to a portion of the lands covercd hereby, Lesses shall nevertheless contioue to have the right of
ingxs» 0 and sgress Som the lands still subject to this lease for all purposes described in Paragraph 1 hereof, together with casements and rights-of-way for existing
roads, &sisting pipelines and other existing facilities on, over and aczoss all the Jands descrbed in Paragraph | hereof (“the retained lands®), for access 1o and fom the

rethingd 13nds and for the gathering or transportation of oil, gas and other minerals produ<:d Som the retained lands.

i 5
qees (B) HORIZONTAL. In the event this lease is in force and effect two (2) years after the sxpiration date of the primary or extended term it shall further
terminate & to all depths below 100 feet below the total depth drilled (hereinafter "dezper depths”) in each well located on acreage retained in Paragraph 16 (A)
abcve, unless on or befors two (2) years after the primary or exteaded term Lesses pays an"imount squal to one-half (1/2) of the bonus originally paid as  #3s
congidemtien 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
termihation shall be delayed for an additional period of two (2) years and so long thereaftzr as oil or gas is produced in paying quantties from such dezper depths

coverell by this lease.
L]

sssess

* () IDENTIFICATION AND FILING. The surface acreage retained hercunder as to each well shall, as nearly as practical, be in the form of a square with
the \:gll les3ted in the center thereof, or such other shape as may be approved by the Commissioner of the General Land Office. Within thirty (30) days after partial
termimation dF this lease as provided herein, Lesses shall execute and record a release or releases containing a satisfactory legal descriptioa of the acreage and/or
depths not retained hercunder. The recorded release, or a centified copy of same, shall be fied in the General Land Office, accompanied by the filing fes prescribed
by the General Lahd Offics rules in effect on the date the release is filed. If Lesses fails or refuses to execute and record such release or releases within ninety (50)
days after being requested to do so by the General Land Office, thea the Commissioner at his sole discretion may designate by written instrument the acreage and/er
depths to be released hercunder and record such instrumnent 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 designaticn shall be binding upon Lessee 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 shail drill as many
wells as the facts may justify and shall use appropriate means and drill o a depth necessary to prevent undue drainage of oil and zas from the leased premises. In
additien, if oil and/or gzas 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 oil or gas, the Lessez, sublesses, receiver or other agent in control of the leased premises shall in good faith begin the drilling of a well or
wells upon the leased premises within 100 days after the draining well or wells or the weil or wells completed within 1,000 fest of the leased premises start producing
in commercial quantities and shall prosecute such drilling with diligeacs. Failure to satisfy the starutory offset obligation may subject this lease and the owner of the
soil's agency rights to forfeiture. Only upon the determination of the Commissioner of the General Land Office and with his writien approval may the payment of
compensatory royaity under applicabie statutory parameters satisfy the obligation to drill an offszt well or wells required under this paragraph.

18. FORCE MAJEURE. If, after a good faith cffer, Lessee is prevented Som complying with any express or implied 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, rebellion, riots, strikes, acts of God, of
any valid order, rule or rezulation of government autherity, thea while so przventzd, Lesses's obligaticn to comply with such covenant shall be suspended and Lzsses
shall not be liable for damages for failure to comply with such covenants; additionally, this lease shall be extznded while Lzsses is prevented, by any such cause,
from canducting drilling and reworking operations or from producing oil or gas from the leased premises. However, nothing in this paragraph shall suspend the
payrznt of delay rentals in order to maintain this lease in effect during the primary term in the absencs 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 soil defaults i
payments owed on the Icased premises, then Lessee may redeem the rights of the owner of the soil in the leased premises by paying any mortgage, taxes or other Ij
on the leased premises. If Lessee makes payments on bebalf of the owner of the soil under this paragraph, Lesse= may recover the cost of these payments fm:r lieas
rental and royalties due the owner of the 30l e B -

20. (A) PROPORTICNATE REDUCTION CLAUSE. If the owner of the soil owns less than the entire undivided surface estate in the above
described land, whether or not Lessee's interest is specified herein, then the royalties and rental herzin provided to be paid 1o the owner of the soil shal] be Paid 1o him
in the proportion whichhis 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 Lessee adjusts the royalty or rental due to the Commissioner of
the General Land Office, Lesses or his authorized representative must submit to the Commissioner of the General Land Offics a written statement which explaing ﬂ:
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 preduction allocable to any undivided interest not coversd by alease, less the proporticnate development and production
cost allocable to such undivided interest. However, in no event shall the Commissioner of the General Land Office recsive as a royalty on the gross production
allocable to the undivided interest not leased an amount less than the value of one-sixtzenth (1/16) of such gross. production.

(B) REDUCTION OF PAYMENTS. If, during the primary term, a portion of the land covered by this lease is included within the boundaries
of a pooled unit that has been approved by the School Land Board and the owner of the soil in accordance with Namral Resources Code Sections 52.151-52.154, or
if, at any time after the expiraticn 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, 5o thar
payments determined on a per acre basis under the terms of this lease during the primary term shail be calculated based upea the number of acTes outside the,
boundaries of a pooled unit, or, if after the expiration of the primary term, the number of acres actually retained and covercd by this lease.

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

without the prior consent of the owner of the soil. :

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

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

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

o"e" e 25. POLLUTION. In developing this arsa, Lesses shall use the highest degree of care and all proper safeguards to prevent pollution. Without limiting the
forez#ifg, pollution of coastal wetlands, namural waterways, rivers and impounded water shall be prevented by the use of containment facilities sufficient to prevent
spisl §eepage or ground watsr contamination. In the event of pollution, Lessee shall use all means at its disposal to recapture all escaped hydrocarbons gr cther
pdilucantaind shall be responsibie for all damage to public and private properties.. Lessee shall build and maintain fences around its slush, sumnp, and drainage pits
and tank batteries 5o as to pretest livestock against loss, damage or injury; and upon completicn or abanconment of any well or wells, Lesses shall fill and level all
slughpi® and cellars and completely clean up the drilling site of all rubbish thereon. Lessee shall, while conducting operations on the leased premises, keep said
prepises free of all rubbish, cans, bottles, paper cups or garbags, and upen completion of operations shall restore the surface of the land to as ncar its original
condition gnd contours as is practicable. Tanks and equipmeat will be kept painted and presentable. ?

.o -ao: v
* . 26. REMOVAL OF EQUIPMENT. Subject to limitations in this paragraph, Lesses shall have the right to remove machinery and fixtures placed by
Lessez on ghc leased premises, inciuding the right to draw and remove casing, within one hundrzd twenty (120) days after the expiration or the terminaticn of this
leaga,uniess the owner of the soil grants Lesses an extensicn of this 120-day pericd. However, Lessee may not remove casing from any well capable of producing oil
and fas in 'Baying quantities. Additionally, Lesses may not draw and remove casing until after thirty (30) days wrinsn notic: to the Commissioner of the General
Land Q&8 and to the owner of the soil. The owner of the soil shall become the owner of any machinery, fixtures, or casing which ars nct timely removed by Lesses

unde? the t&rms of this paragraph.

27. (A) ASSIGNMENTS. Under the conditions contained in this paragraph and Paragraph 29 of this lease, the rights and estates of either party to this
lease may be assigned, in whole or in part, and the provisions of this lease shall extend to and be binding upon their heirs, devisees, legal representatives, successon
and assigns. However, a change or division in ownership of the land, rentals, or royaltics will not enlargs the obligations of Lesses, diminish the rights, privileges
and estates of Lzsses, impair the effectiveness of any payment made by Lzssee or impair the efectiveness of any act performed by Lesses. And no change of
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 evidencs of the change in ownership, including the original recorded muniments of title (ora
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 intersst
assigned, relieve and dischargs Lesses of all subsequent obligations under this lease. If this lease is assigned in its entirety as to only part of the acreage, the right and
option to pay rentals shall be apportioned as between the several owners ratably, according to the area of 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 upen which pro rata rentals are timely paid or tendered; however, if the assignor or assignes does nct filea
certified copy of such assignment in the General Land Office before the next reatal paying date, the entire lease shall terminate for failurs to pay the eatire rental due
under Paragraph 3. Every assignes shall succezd to all rights and be subject to all obligations, liabilities, and penalties owed to the Stats by the original lessee o 3Y

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

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

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

(1) ancminee of the owner of the soil; e
(2) a corporaticn or subsidiary in which the owner of the s0il is a principal stockholder or is an employee of such a corporation of subsidiary;

(3) aparmership in which the owner of the soil is a parmer or is an employe= of such a parmership;
(4) a principal stockholder or employcz of the corporation which is the owner of the soii;

(5) a partner or employes in a parmership which is the owner of the soil; True and Correct

copy of
Qriginal filed in
Reaves County

M laslen MiAn




(6) a fiduciary for the owner of the soil; including but not limited to a guardian, trustee, executor, administrator, receiver, or conservator for th
owner of the soil; or e
(7) afamily member of the owner of the so0il or related to the owner of the scil by marriage, blood, or adoption.

23. RELEASES. Under the conditions contained in this paragraph and Paragraph 29, Lesses may 2t any time 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 portions, ms:;,e
relisved of all subsequeat obligations as to acreage surrendered. Ifany past of this lease is properly surrendercd, the delay rental due under this lease shall be redyced
by the proporticn that th: surreadered acr=age bears to the acreags which was covered by this lease irmmediately 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. Ifall or any part of this leasz is assigned oc released, such assignment or release must be recordeg n
the county where the land is situated, and the recorded instrument, or a copy of the recorded instrument ceriified 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 exccuticn dats accompanied by the prescribed filing fee, If any such
assignment is not so filed, the rights acquired under this lease shall be subject to forfeiturs 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 conczming the
development of oil and gas from the leased premises which are not contained in this Jease render this lease invalid. .

31. FIDUCL'RY DUTY. The owner of the soil owes the State a fiduciary duty acd nmu=t fully disclose any facts affecting the State's interest in the Jeased
premises. When the interssts of the owner of the soil conflict with those of the State, the ownex of the soil is obligatzd to put the State's interests before his personal

intercsts.

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
agest should knowingly make any false return or false report concsming 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 Lesses should fail w fle reports in the manner
requirzd by law or fail to comply with rules and regulations promulgated by the General Land OtScs, the School Land Board, or the Railroad Commission, er if
Lessec should refuse the preper authority access to the records pertaining o operations, or if Lesses or an authorizad agent should knowingly fail or refuse to give
correct informaticn to the proper authority, or knowingly fail or rzfuse to furnish the General Land Offics a correct log of any wrll, or if Lessee shall imowingly
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 Offics as rzquired by law, the rights
acquired under this leass shall be subjecs 1o forfziture by the Commissiones, and he shall forfzit same when sufficiently informed of the facts which autherize a
forfeiture, and when forfeited the area shail again be subject to lease under the terms of the Relinquishment Act. However, nothing herein shall be construed as
waiving the automatiz :=rmination of this lease by operation of iaw or by reason of any special iimitation arising hereunder. Forfeitures may be set aside and this
lezse and all rights therzunder reinstated before the rights of another intervene upon satisfactory evidencs to the Commissicner of the General Land Offics of furure
a;ﬂmﬂ&wc with the provisions of the law and of this lease and the rules and regulations that may be adopted relative hereto.

. a0

Jehe 33. 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 whis lesse to sccure payment of all unpaid royalty and other sums of mone that may become due under this lease. By acssptance of this lease, Lesses grants the
Stategin addition to the lica provided by Texas Naturai Resources Code 52,136 and any other applicable starutory lien, an express contractual lien on and security
int=gsgsin all leased minerals in and exzacied from the leased premises, all procesds which may accrue to Lesses from the sale of such leased minerals, whether such
prﬂq;;'.'sa'n: held by Lesses or by a third party, 2nd all fixtures cn and improvements to the leased premises used in connection with the production or procsssing of
such 'zaseg minerals in order to securs the payment of all royalties or other amounts due or to becorze due under this lease and to securs payment of any damagss cr
loss}'t.! 28ssor may suffer by reascn of Lessce's breach of any covenant or condition of this lease, whether express or implied. This lien and security interest may be
foreclgsed with or without court proceedings in the manner provided in the Title 1, Chapter 9 of the Texas Business and Commercs Code. Lessee agrees that the
Commissiguer may require Lessee to execute and record such instruments as may be reasonably necsssary to acknowledge, artach or perfect this lien. Lessee hereby
repsasame 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 12ase. Should the Commissioner at any time determine that this representation is not true, then the Commissicner may declare this lease forfeited as provided

hergigasee
. -
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 terms as shall be approved by the School Land

Bcard and the Commissioner of the General Land Office for the pooling or unitizing of the interest of the Statz 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 satisfics the exccution requirsments statzd in Texas Natural

Resources Code 52.152.

35. INDEMNITY. Lesses hersby releases and discharges the State of Texas aEd the owner of the soil, their officers, employvess, parmers, agents,
contractors, subcontractors, guests, invitees, and their respective successors and assigns, of and from all and any acticns and causes of action of every nature, or other
harrn, including environmental harm, for which recovery of damages is sought, including, but not limited to, all losses and cxpeases which ars caused by the
activities of Lessee, its officers, employees, and agents arising out of, incidental o, or resulting from, the operations of or for Lesses on the leased premises
hereunder, or that may arise out of or be occasioned by Lesses's breach of any of the terms or provisicns of this Agreement, or by ny other negligent or strictly ’531’!‘
act or omission of Lesses. Further, Lesses hereby agress to be liable for, exonerats, indemnify, defend and hold harmiess the State of Texas and the owner of the soil,
their officsrs, employess and agents, their successors or assigns, against any and all claims, liabilities, losses, damages, actions, personal injury (including death),
costs and expenses, or other harm for which recovery of damages is sought, under any theery including tort, contract, or swict liakility, including artomneys’ fees and
other lzzal expenses, including those related to eavironmental hazards, on the leased premises or in 2ny way related to Lesses’s failurs 1o comply with any and all
cavironmental laws; those arising from or in any way relatzd to Lesses's operations or any other of L=sses'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 Lessee’s breach of any of the terms cr provisions of this
Ajzreement or any other act or omission of Lessee, its directors, officers, employess, parmers, agents, congactors, subcontractors, guests, invitess, and their res
successors and assigns. Each assignez of this Agresment, or an interzst therzin, agrees to be liable for, exonerate, indemnify, defead and hold harmless the State of
Texas and the owner of the soil, their officsrs, employess. and agents in the same manner provided above in connecticn with the activitics of Lesses, its Dﬁ"-c-'f
employees, and agents as described above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF THE INDENMNITY QBLIGATIONS
AND\OR LLABILITIES ASSUMZD 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.

pective



36. ENVIRONMENTAL HAZARDS. Lesses shall use the highest degree of care and all reasonable safeguards to prevent contamination or pollutio, 3
any environmental medium, including soil, surface waters, groundwater, sediments, and surface or subsurface strata, ambient air or any other eavironmenta] me : of r
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 asbesiog
containing materials, explosives, tnxic materials, or substances regulated as hazardous wastes, hazardous materials, hazardous substances (as the term “Hazardgus
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 local law or regulation (“Hazardous Materials™), except ordinary products commonly used in connection with of] and gas
exploration and development operations and stored in the usual manner and quantities. LESSEE’S YIOLATION OF THE FOREGOING PROEIBITION
SHALL CONSTITUTY 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, P!.'N,\ans‘
LIABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS' FEES AND COURT COSTS) CAUSED BY OR ARISING OUT OF ma
VIOLATION OF THE FOREGOING PROHBIBITION OR () THE PRESENCE, RELEASE, OR DISPOSAL OF ANY HAZARDOUS M\ ON
UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE'S CCCUPANCY OR CONTROL OF THE LEASED PREMISES. LESSEE S}{,\LL'
CLEAN UP, REMOYE, REMEDY AND REPAIR ANY SOIL OR GROUND WATER CONTAMINATION AND DAMAGE CAUSED BY THE
PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE'S
OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITH THE REQUIREMENTS OF APPLICABLE LAW. THIS
INDEMNIFICATION AND ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE ACTIONS UNDERTAKEY
PURSUANT TO CERCLA OR ANY OTHER ENYIRONMENTAL 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 GOYVERNMENTAL °
AGENCY PERTAINING TO HAZARDCUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBLIGATIONS OF LESSEE
HEREUNDER SHALL SURYIVE THE EXXPIRATION 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 52,150, commenly 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 Lessee beforz 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 effecgive date of this lease shall
be the date found on Page 1. ' :

39. LEASE FILING. Pursuant to Chapter 9 of the Texas Business and Commerce Code, this lease must be filed of recerd in the offics of the County
Clerk in any county in which all or any part of the leaszd premises is located, and certified copies thereof must be filed in the General Land Officz. This lease is not
cfTective until a centified copy of this lezse (which is made and centified by the Counrty Clerk from his records) is filed in the General Land Offics in accordancs with
Texas Narural Resources Cede 52.133. Additionally, this lease shall not be binding upon the Statz unless it recites the actual and ue consideration paid or promised
for exacution of this lease. The bonus due the Stats and the prescribed filing fes shall accompany such certified copy to the General Land Office. ’

*"es" * See Exhibit "A" Attfhed for Additional Provisions
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STATE QF TEXAS
ceee®
) .
/ BY: /%/ BY:
IndividGdlly and as.agent for the State of/fexas Individually and as agent for the Statz of Texas

Alan M. Hﬂ@%ﬁ%d@aﬂyﬁt&m% L.C.,Gaeralparb'erof}ﬁll mm

STATE OF TEXAS

Date; Date:
STATE OF TEXAS STATE OF TEXAS
BY: BY:

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

Date:

Cate:

True and Cerrest
copy of

Original filed in

Reeves County
Clerks Office




STATE OF (CORPORATION ACKNOWLEDGMENT)

COUNTY OF,

BEFORE ME, the undersigned authority, on this day perscnally appeared C

known to me to be thesperson whose name is subscribed to the fm:cgoing instrurnent, as of

md acknowledged o me that be cxecuted the same
for the purposes and a:nsxdamon therein expressed, in the capacity stated, and as the act and desd of said corperation.

Given under my hand and seal of offics this the day of 19,
Notary Putlic in and for
STATE OF 7 (CORPORATION ACKNOWLEDGMENT)
COUNTY CF .

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

known to me to be the person whose name Is subscribed 1o the foregoing Instrument, as
and acknowledged to me that he exec cpted the same
for the purposes and consideration therzin expressed, in the capacity stated, and as the act and de=d of said corporation

Given under my hand and seal of offics this the day of ;19
Notary Public in and for
-. ...

. e
STATEGF TEXAS (INDIVIDUAL ACKNOWLELGMENT)
COUNTY OF

anee ¥ . -]
* sae s Before me, the undersigne authority, on this day peonally appeared__Alan M. Hill, President of Casody Enterprises,

.C.¢ General Partner of Hill Investments, LEd.
ot ﬂfie to be the persons whose names are subscribed to the foregoing instument, and acknowledged to me that they exscuted the same for the purposes and

c:msidgmnan therein expressed.
30 oo Biven under my hand and seal of office this the_Z- day of j?-»@% 19

Notary Public in and for

February 12, 2000

STATE of_ 2
COUNTY OF M: dA

Before me, the undersigned authority, on this day personally appeared Cﬂa/u ; mm

kaown to me to be the ;ersons whese names ars subscrited to the feregoing instrument, and acknowledgead 1o me that they executed the same for the purposss and

consideration thersin :x;ress:d.
2q day of SW > 19q 9 i

(INCIVIDUAL ACKNOWLEDGMENT)

Given under my hand and seal of offjcs this the

v‘“ "‘ MONICA M?’?jLBc])_L?!CE ‘E Newary Putlicin and for TMO“%
E % NOTARY
) ;:i%.’ﬁ’ tate of Texas ¢
¢ N5 Comm, Exp. 10-30-99 ¢ True and Correct
& o T VNS . Copy Of
Qriginal filed in

Reeves County
Clerks Office




“EXHIBIT A”

Attached to and made a part of Oil and Gas Lease
by 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
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
B ,'E'u: leased premises.
L

:’_. ::ﬁptwithstanding 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.
LL LA
8.« d¢msee further agrees to maintain all drill sites and other portions of the surface used or occupied by Lessee, its successors or
* asfigns, free and clear of weeds and noxious vegetation and will maintain the same in a reasonable manner to prevent additional
2 da.t.nage to the owner of the soil’s other land and crops.
.:...:
9. Upen written demand by the owner of the soil, Lessee shall build and maintain fences around its slush, sump and drainage pits
*$*41d 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.

STATE OF TEXAS - FILE NO. 3()

COUNTY OF REEVES FILED: 11 /5/98
The above ahd forégoing is a ;Eﬂ true-and borrect photographic copy of the
rc:‘régml rord now in.my lawful custody and possession. as the same is

CERTIFIED TRUE AND CORRECT COPY CERTIFICAT,
Gl

_RECORDF
PUBLIC RECORDS

True and Correct R TOBEC RECORDS | /598

copy of
Original filed in REyES ok
Reeves County y _
Clerks Office ViTginia Palominopesir
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HHTAN HEDUUHULED, L.F.

ACQU]SIT@HI&N/EQQBQER OF THE GENERAL LAND OFFICE 10/21/98
PARAGON #299:Lease Bonus Payment in full of 1/2 Lease Bonus Consideration due
the State of Texas for Paid-Up Oil & Gas Lease
dated 07/17/98 from the State of Texas by Agent
Dorothy F. Richardson, a widow of C.E. Richardson, dec'd,
Lessor, in favor of Clay Johnson, Lessee, covering
S/2 Section 3; W/2 Section 10 & 15; N/2 Section 22
& All of Sections 23 & 24, PSL Survey, Culberson County,
Texas.

99011705
|7C

® e
'0 .o . *
‘éf:;rﬂ!ing Lease Bonus
L]
s
TITAM RESOURCES, L.P.
AGAISITIRRMVESSIRIRER OF THE GENERAL LAND OFFICE 10/21/98
~ PARAGON #299:Lease Bonus Payment in full of 1/2 Lease Bonus Consideration due
sssi the State of Texas for Paid-Up Oil & Gas Lease
*esee® dated 07/17/98 from the State of Texas by Agent
PR Dorothy F. Richardson, a widow of C.E. Richardson, dec'd,
o %2 Lessor, in favor of Clay Johnson, Lessee, covering

S/2 Section 3; W/2 Section 10 & 15; N/2 Section 22
& All of Sections 23 & 24, PSL Survey, Culberson County,
Texas.

990117p5

Checking Lease Bonus

004663

X2.879.82

002663

2,879.82

2,879.82



HTAN HEDUUHLED, L.F.&"

1Tl
(SR %%ﬁg%ﬁm OF THE GENERAL LAND OFFICE 10/21/98
PARAGON #299:Lease Bonus Payment in full of 1/2 Lease Bonus Consideration due

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

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

Jograce Laird Flood, dealing in her sole and separate

property, Lessor, in favor of Clay Johnson, Lessee,

covering S/2 Section 3, W/2 Section 10, W/2 Secti -
15, N/2 Section 22, & All of Sections 23 & 24, psL.3 S 0 1 1 706

Survey, Culberson County, Texas.

- 7

.
o Checiiing Lease Bonus
L] e

TITA RESOURCES, L.P.
ACQUISI WO FHSSIRER OF THE GENERAL LAND OFFICE 10/21/98

* PARAGON #299:Lease Bonus Payment in full of 1/2 Lease Bonus Consideration due
the State of Texas for Paid-Up Oil & Gas Lease
dated 07/17/98 from the State of Texas by Agent
Jograce Laird Flood, dealing in her sole and separate
property, Lessor, in favor of Clay Johnson, Lessee,
covering S/2 Section 3, W/2 Section 10, W/2 Section

X2.879.82

002670

2,879.82

15, N/2 Section 22, & All of Sections 23 & 24, PSL 9 9 Ol l 70 6

Survey, Culberson County, Texas.

Checking Lease Bonus

2.879.82



HiAN NMECOVUNUED, LM, v

ACQUISITI
' 4 Sgﬁgﬁgéfﬁﬁlﬂl OF THE GENERAL LAND OFFICE 10/21/98
PARAGON #299:Lease Bonus Payment in full of 1/2 Lease Bonus Consideration due
. the State of Texas for Paid-Up Oil & Gas Lease

dated 07/17/98 from the State of Texas by Agent rg 9 D l 1 7 O 7

Daniel L. Laird, dealing in his sole and separate prope
Lessor, in favor of Clay Johnson, Lessee, covering
S/2 Section 3, W/2 Sections 10 & 15, N/2 Section 22,
All of Sections 23 & 24, PSL Survey, Culberson
County, Texas.

70

. o0
L L]
. o0
LELE]

L
.e .
Checking Lease Bonus
LA LR
L L
LL] L

TITAN'RESDURCES, L.P.

ACQUISITIOR GRFEIRER OF THE GENERAL LAND OFFICE 10/21/98

. .BAR:AGON #299:Lease Bonus Payment in full of 1/2 Lease Bonus Consideration due
veee the State of Texas for Paid-Up Oil & Gas Lease

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

JI Daniel L. Laird, dealing in his sole and separate property,

Lessor, in favor of Clay Johnson, Lessee, covering (} 9 D l l 7
07

S/2 Section 3, W/2 Sections 10 & 15, N/2 Section 227
All of Sections 23 & 24, PSL Survey, Culberson
County, Texas.

Checking Lease Bonus

00ab 11

xz,879.82
002671

2,879.82

2,879.82



AN NCovunuy, L.r.»

AGQUISITION CHECKI
¥ %OMMI Sl%?lER OF THE GENERAL LAND OFFICE 10/21/98 002672
PARAGON #299:Lease Bonus Payment in full of 1/2 Lease Bonus Consideration due 2,160.00
* the State of Texas for Paid-Up Oil & Gas Lease
dated 07/17/98 from the State of Texas by Agent
Charlotte Walker Furman, dealing in her sole & separate
property, Lessor, in favor of Clay Johnson, Lessee, coverin
ymmmmwmmmmm&wﬁammml&éqoll708
of Sections 23 & 24, PSL Survey, Culberson County, Texas.
. o0
. e
(AL R ]
. . o
s @ -
LE LA
L] LI )
.o .
. L]
L] L
L] e
L]
Ceskime Lease Bonus Xz. 160.00
L]
Sscsnese
L] .
TITAN RESOURCES, L.P.
ACQUISITION CHREISIYRER OF THE GENERAL LAND OFFICE 10/21/98 002672
PARAGON #299:Lease Bonus Payment in full of 1/2 Lease Bonus Consideration due 2,160.00

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

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

Charlotte Walker Furman, dealing in her sole & separate
property, Lessor, in favor of Clay Johnson, Lessee, covering
S/2 Section 3, W/2 Sections 10 & 15, N/2 Section 22, & All
of Sections 23 & 24, PSL Survey, Culberson County, Texas.

99011708

Checking Lease Bonus : 2,160.00



1HHTAN HEDLUHLED, L.F. ¢

ACQUISITION GRRSEISRER OF THE GENERAL LAND OFFICE 10/21/98 Qq g § 7 3
PARAGON #299:Lease Bonus Payment in full of 1/2 Lease Bonus Consideration due .320.0
: the State of Texas for Paid-Up Oil & Gas Lease
dated 07/17/98 from the State of Texas by Agent
Joe Montgomery Brooks, dealing in his sole & separate
property, Lessor, in favor of Clay Johnson, Lessee, covering
S/2 Section 3, W/2 Sections 10 & 15, N/2 Section 22, & All

of Sections 23 & 24, PSL Survey, Culberson County, T"’“’g 9 O 1 1 7 O 9

(o

e ° g
«Chgclaing Lease Bonus K4.320.00
- .o

LA X E]
TITAN.BESOURCES, L.P.
ACQUISITION CHERKRYRER OF THE GENERAL LAND OFFICE 10/21/98 002673

esoee

= PA%{AGON #299:Lease Bonus Payment in full of 1/2 Lease Bonus Consideration due 4,320.00
the State of Texas for Paid-Up Oil & Gas Lease
dated 07/17/98 from the State of Texas by Agent
Joe Montgomery Brooks, dealing in his sole & separate
property, Lessor, in favor of Clay Johnson, Lessee, covering
S/2 Section 3, W/2 Sections 10 & 15, N/2 Section 22, & All
of Sections 23 & 24, PSL Survey, Culberson County, Texas.

99011704

Checking Lease Bonus . 4,320.00



IHTAN HEDUUHLED, L.F. ¥

ACQUISITI%IEJ) CHECKING .
' MMISSIONER OF THE GENERAL LAND OFFICE 10/21/98 O 0 7 8
PARAGON #299:Lease Bonus Payment in full of 1/2 Lease Bonus Consideration due 2
. the State of Texas for Paid-Up Oil & Gas Lease
dated 07/17/98 from the State of Texas by Agent
Pearl Moore Carter, by Lee Wayne Moore, Trustee,
Lessor, in favor of Clay Johnson, Lessee, covering
S/2 Section 3, W/2 Sections 10 & 15, N/2 Section 22, & All
of Sections 23 & 24, PSL Survey, Culberson County, Texas.

"t 98011712

KX
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heeking Lease Bonus XZ,Ié().U()

LA XX ] ™
‘egast:
TIT&N RESOURCES, L.P.
ACQUISITIOR HSSIYRAER OF THE GENERAL LAND OFFICE 10/21/98 002676
PARAGON #299:Lease Bonus Payment in full of 1/2 Lease Bonus Consideration due 2,160.00
the State of Texas for Paid-Up Oil & Gas Lease
dated 07/17/98 from the State of Texas by Agent
Pearl Moore Carter, by Lee Wayne Moore, Trustee,
Lessor, in favor of Clay Johnson, Lessee, covering
S/2 Section 3, W/2 Sections 10 & 15, N/2 Section 22, & All
of Sections 23 & 24, PSL Survey, Culberson County, Texas.

9901171,

Checking Lease Bonus ‘ 2.160.00



ITTAN AEDUURLVED, L.,

ACQUISITIN RSSO ER OF THE GENERAL LAND OFFICE 10/21/98

PARAGON #299:Lease Bonus Payment in full of 1/2 Lease Bonus Consideration due

. the State of Texas for Paid-Up Oil & Gas Lease
dated 07/17/98 from the State of Texas by Agent
Montgomery-Walker 1974 Trust, Charlotte Walker Furman
Trustee, Lessor, in favor of Clay Johnson, Lessee, covering
S/2 Section 3, W/2 Sections 10 & 15, N/2 Section 22, & All
of Sections 23 & 24, PSL Survey, Culberson County, Texas.

90eR T4

89011710

LEL Y ]
L
. L]

Gelaccking Lease Bonus
- * o
L] L]

L]

TITAN HESOURCES, L.P.
ACQUISTPIONMGHFRENNER OF THE GENERAL LAND OFFICE 10/21/98
* s PARAGON #299:1ease Bonus Payment in full of 1/2 Lease Bonus Consideration due

the State of Texas for Paid-Up Oil & Gas Lease
dated 07/17/98 from the State of Texas by Agent
Montgomery-Walker 1974 Trust, Charlotte Walker Furman
Trustee, Lessor, in favor of Clay Johnson, Lessee, covering
S/2 Section 3, W/2 Sections 10 & 15, N/2 Section 22, & All
of Sections 23 & 24, PSL Survey, Culberson County. Texas.

Checking Lease Bonus

X 17,280.00

002674

17.280.00

9901171

17,280.00



HTAN HEDUURLED, L.F. ~

ACQU'SIT'%%%%%ER OF THE GENERAL LAND OFFICE 10/21/98 Q Q; g% 7 5
17,280.0

PARAGON #299:Lease Bonus Payment in full of 1/2 Lease Bonus Consideration due
b v the State of Texas for Paid-Up Oil & Gas Lease
dated 07/17/98 from the State of Texas by Agent
Montebev, Inc., Lessor, in favor of Clay Johnson, Lessee,
covering S/2 Section 3, W/2 Sections 10 & 15, N/2 Sgct

22, & All of Sections 23 & 24, PSL Survey, Culbcrsc@(l;ér:@yl 1 7 J 1

Texas.

are, f 10

-
éﬁecksng Lease Bonus /&7,280.00

TITQNEGOURCES, L.P.
ACGRASI IR AIESSRSNER OF THE GENERAL LAND OFFICE 10/21/98 002675
*2*PARAGON #299:Lease Bonus Payment in full of 1/2 Lease Bonus Consideration due 17,280.00
the State of Texas for Paid-Up Oil & Gas Lease
dated 07/17/98 from the State of Texas by Agent
Montebev, Inc., Lessor, in favor of Clay Johnson, Lessee,
covering S/2 Section 3, W/2 Sections 10 & 15, N/2 Section
22, & All of Sections 23 & 24, PSL Survey, Culberson County,
Texas.

7901177,

Checking Lease Bonus : 17.280.00



THTAN HESUUHCES, L.F.

ACQUISTION VRSSISRER OF THE GENERAL LAND OFFICE 10/21/98

PARAGON #299:Lease Bonus

e,
. ee
® apee

« **Chgeking Lease Bonus
-

. J
agee
‘. L]

TTATARSOURCES, L.P.

Payment in full of 1/2 Lease Bonus Consideration due

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

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

Wayne Moore, a widower, Lessor,

in favor of Clay Johnson, Lessee, covering

S/2 Section 3, W/2 Sections 10 & 15, N/2 Section 22, & All
of Sections 23 & 24, PSL Survey, Culberson County, Texas.

70 99011713

ACABISITIOM CHFRSRSNER OF THE GENERAL LAND OFFICE 10/21/98

LY .
s .:MR.AGON #299:Lease Bonus
b seee
L]
sesses
L] L]
Checking Lease Bonus

‘

Payment in full of 1/2 Lease Bonus Consideration due

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

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

Wayne Moore, a widower, Lessor,

in favor of Clay Johnson, Lessee, covering

S/2 Section 3, W/2 Sections 10 & 15, N/2 Section 22, & All
of Sections 23 & 24, PSL Survey, Culberson County, Texas.

906817

XI 7.280.00

002677

17,280.00

17.280.00
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IHTAN HEDUUHLED, L.F. |~

ACQUISITIZN GRRSEISRER 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 fog 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 E/2 of Section 31, Block 56,
PSL Survey, Save & Except the N/40 & the S§/122.5
Reeves County, Texas.

930140

w
~J

Checking Lease Bonus

TITAN RESOURCES, L.P.

ACQUISITIQM GHFREWAER 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
Ju dated 08/19/98 from the State of Texas by Agent
PR PR AN Hill Investments, Ltd., Lessor, in favor of Clay Johnson,
3 ':‘. Lessee, covering the E/2 of Section 31, Block 56,
O:"o..l PSL Survey, Save & Except the N/40 & the S/122.5
} Reeves County, Texas.
L LR ]
o Moo '.
L] LR ] s
[ ] : LE R ] :
.
.
LEE RS T
sebene®
L] .‘
cotons®
.

Checking Lease Bonus

0Q7333

X 82.02

002833

82.02

82.02



HIAN NCOUUNUED, L.F. 7

ACQUISITION CHECKING
8OMMI SIONER OF THE GENERAL LAND OFFICE 11/3/98 0 qgg 4 7
PARAGON #299:Lease Bonus Payment in full ofy! /2 Lease Bonus Consideration due .0

the State of Texas for Oil & Gas Lease

dated 08/19/98 from the State of Texas by Agent

H-S Minerals & Realty, Ltd., Lessor, in favor of Clay
Johnson, Lessee, covering the E/2 of Section 31,
Block 56, PSL Survey, Save & Except the N/40 and q (‘i U ,1 A aa
the 5/122.5 acres, Reeves County, Texas. o~ il |

Checking Lease Bonus "_t;{'q82.02
TITAN RESOURCES, L.P.
ACQUISITIOR, CHIFISINER OF THE GENERAL LAND OFFICE 11/3/98 002847
PARAGON #299:Lease Bonus Payment in full of 1/2 Lease Bonus Consideration due 82.02
the State of Texas for Oil & Gas Lease
e, dated 08/19/98 from the State of Texas by Agent
e H-S Minerals & Realty, Ltd., Lessor, in favor of Clay
e Johnson, Lessee, covering the E/2 of Section 31,
.":": Block 56, PSL Survey, Save & Except the N/40 and
.:: the S/122.5 acres, Reeves County, Texas.
. ..”..
-
LEEL N ]
etssee
L]
tseves
:IO eee
esseve
(1]
esesee

Checking Lease Bonus ' 82.02



HTAN HESUUHUES, L.F.v

ACQUISITIONGVRSEINRER OF THE GENERAL LAND OFFICE 11/2/98 0 03
PARAGON #299:Lease Bonus Payment in full of 1/2 Lease Bonus Consideration due g%@

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 E/2 of Section 31, Block 56,

PSL Survey, Save & Except the N/40 & the S§/122.5,

Reeves County, Texas.

O
Py
f=
£
)
77
oo

fes
o

Checking Lease Bonus \’I 902.35

TITAN RESOURCES, L.P.
ACQUISITIQNM SHFRSRYNER OF THE GENERAL LAND OFFICE 11/2/98 002803
PARAGON #299:Lease Bonus Payment in full of 1/2 Lease Bonus Consideration due 902.35
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,
P Lessee, covering the E/2 of Section 31, Block 56,
sese PSL Survey, Save & Except the N/40 & the S/122.5,
TR | Reeves County, Texas.

Coeskidie Lease Bonus . 902.35
L]



ITAN RESOUHCES, L.P. ©

ACQUISITION GRS/ ER OF THE GENERAL LAND OFFICE 11/3/98 U 4 0
PARAGON #299:Lease Bonus Payment in full of 1/2 Lease Bonus Consideration due 1,968.75
the State of Texas for Oil & Gas Lease
. 3 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 E/2 of Section 31, Block 56,

PSL Survey, Save & Except the N/40 & the S/122.5

acres, Reeves County, Texas. 9 9 D l 4 l O 4".

Checking Lease Bonus A 1,968.75
TITAN RESOURCES, L.P. 0 D 2 8 4 O
ACQUISITIOMRFSSINER OF THE GENERAL LAND OFFICE 11/3/98

PARAGON #299:1.ease Bonus Payment in full of 1/2 Lease Bonus Consideration due 1,968.75

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

N Virginia Glenn Hill Lattimore, James Robert Hill & John A.
P g Styrsky, Co-Trustees of the Houston & Emma Hill Trust
-:;f‘: Estate; Virginia Glenn Hill Lattimore, Individually; & James
-.‘-.: Robert Hill, Individually, Lessor, in favor of Clay Johnson,
i, Lessee, covering the E/2 of Section 31, Block 56,
i PSL Survey, Save & Except the N/40 & the S/122.5

m R acres, Reeves County, Texas.
L] :: . E
velese

L]
LA R L X
sssase
«steece

L L]

Checking Lease Bonus C 1,968.75



HTAN HEDUUHLED, L.F.»

ACQUISITION CHECKING
COMMISSIONER OF THE GENERAL LAND OFFICE 11/3/98 0 0 2 826
PARAGON #299:Lease Bonus Payment in full of 1/2 Lease Bonus Consideration due 902.35

the State of T2xas for OQil & 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 & the Nancy Puff Jones Trust,
Lessor, in favor of Clay Johnson, Lessee covering the
E/2 of Section 31, Block 56, PSL Survey, Save &
Except the N/40 and the S/122.5 acres,

Reeves County, Texas.

9901409¢

]
\ /

Checking Lease Bonus X 902.35
TITAN RESOURCES, L.P.
ACQUBSITIZORTSSISRER OF THE GENERAL LAND OFFICE 11/3/98 002826
*PARAGON #299:1.ease Bonus Payment in full of 1/2 Lease Bonus Consideration due 902.35
P4 the State of Texas for Qil & Gas Lease
ee dated 08/19/98 from the State of Texas by Agent
: Dorothy Jean Keenom, Individually & as Trustee of the
g'.':z Thomas Hill Puff Trust & the Nancy Puff Jones Trust,
*a P Lessor, in favor of Clay Johnson, Lessee covering the
l’::"“ E/2 of Section 31, Block 56, PSL Survey, Save &
e Except the N/40 and the S/122.5 acres,
$hs ol Reeves County, Texas.
- . -e
.
(LR NN ]
-
L]
Sensee
. -
L]
LA L LR R J
L] -

Checking Lease Bonus i 902.35
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1700 North Congress Avenue
rry Maur i
Garry Mauro, Commissioner Austin, Texas 78701-1495

‘ (512) 463-5001

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

December 30, 1998

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

Re: RELINQUISHMENT ACT LEASE NO. M-100202
E/2 of Sec. 31, Blk. 56, PSL, Save and Except the
N/40 and the S/122.5
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-100202. Please refer to

this number in all future correspondence conceming the lease.

Your remittance of $1,027.35, 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,

Minerals Leasing
Energy Resources
(512) 475-1534

DR:MT:mrg

Printed on recycled paper with soybean ink
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Lease Number Bock/Vol Page

Entry

County / Parish State

TX299-389-275-003 -00 596 566 |003067

REEVES TX

Lease Name: | Hi]1]1 Inv: State of Texas, acting by and through

Lease Date | 08/19/98

Legal Description

The E/2 of Section 31, Block 56, Public School Land Survey,

PROSPECT TX299 - PARAGON

Save and Except the N/40 and the §/122.5

INDIAN/ST/FED LSE# M-100202

Pogeses)
s o

Account Number Amount

.e L
Stues of Texas
GeHeral Land Office
170Q.N. Congress Avenue
AQstih, TX 78701

. W et

coer X 1.65

21

RM.%..Period Beg. 08/19/1999<EELAY RENTA;)

CHECK # 100532

e ——— D

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

thereof to the parties named and in the amounts indicated.

make the deposit to the credit of the party named in a special account,

Please credit the proceeds

and advise us as soon as possible for further instructions.

Totan Resources LP

100532
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Lease Number Book/Vol Page Entry County / Parish State
TX299-389-275-004-00 596 503 |003060 REEVES TX
Lease Name: | T,attimore,etal: State of Texas, acting through Lease Date [ 08/19/98

Legal Description

The E/2 of Section 31, Block 56, Public School Land Survey, Save and Except the N/40 and the §/122.5

PROQEECT TX299 - PARAGON INDIAN/ST/FED LSE# M-100202

S8aa

Account Number Amount

Cex)39.38

Payee(s)

State of Texas B
Gepgyal Land Office 59776
1700 N. Congress Avenue

Austin, TX 78701 | A

O
€O
)

T utan Recourges L

RN - Period Beg. 08/19/199q/géLAY RENTEIT) CHECK. # 100534
-

INSTRUCTIONS TO DEPOSITORY: You have been designated as deposxtor?_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.

100534
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Lease Number Book/Vol Page o e Entry 0.: . :‘: :.. County / Parish State
. 5 I e (1]
TX299-389-275-001-00 596 629 003074'. *¢* ** **REEVES TX
Lease Name: | KPW Revocable Trust, et al: State of Texas, acting | lLeasepdate| 08/19/98
Legal Description
The E/2 of Section 31, Block 56, Public School Land Survey, Save and Except the N/40 and the S§/122.5
93058079
PROSPECT TX299 - PARAGON INDIAN/ST/FED LSE# M-100202
Payee{s) Account Number Amount
State of Texas 18.05
General Land Office Qﬁ\
1700 N. Congress Avenue \
Austin, TX 78701
RN - Period Beg. 08/19/1999 DELAY RENTAL CHECK'# 100528

INSTRUCTIONS TO DEPOSITORY: You have been designated as depository for the above described payment.
thereof to the parties named and in the amounts indicated. Should any difficulty of any nature ari
make the deposit to the credit of the party named in a special account, and advise us as soon as po

Please credit the proceeds
se, DO NOT RETURN our check, but
ssible for further instructions.

100528
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Lease Number i Book/Vol Page Entry County / Parish State

TX299-389-275-005-00 596 737 (003086 REEVES TX

Lease Name: | H-S Minerals: State of Texas, acting by and thru Lease Date | 08/19/98

Legal Descripticn

The E/2 of Section 31, Block 56, Public School Land Survey, Save and Except N/40 and the §/122.5

99058100

PROSPECT TX299 - PARAGON INDIAN/ST/FED LSE# M-100202

o e
re%ee f) Account Number Amount

Skété of Texas élk%%\l.GS
General Land Office
1700.N. Congress Avenue

Austin, TX 78701 /,2/

'Y ]
I.O L] \\
e o0 \\
v et
RN - Period Beg. 08/19/19?‘%5LAY RENTAL CHECK # 100536
\-'_‘—-—.______———/
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.

- ALan )@c’&)urd’c’ < (2
100536
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Lease Number Book/Vol

Page

Entry County / Parish State

440 |003053

TX299-389-275-002-00 596

REEVES TX

Lease Name: | Keenom, etal: State of Texas,

acting by and through | leasepate| 08/19/98

Legal Description

PROSPECT TX299 - PARAGON

The E/2 of Section 31, Block 56, Public School Land Survey,

INDIAN/ST/FED LSE# M-100202

Save and Except the N/40 and the §/122.5

5

990580?9

Payee (3)

Account Number Amount

State of Texas

Javeral Land Office
100 N. Congress Avenue
AtStin, TX 78701

e

CZ)L;<18.05

)2

=

CHECK # 100530

. 00
INSTRL!? @NS TO DEPOSITORY: You have been designate
o the parties named and in the amounts indicated.

therfo

make the deposit to the credit of the party named

tory for

in a special

d any difficulty of any nature arise,

count,

Please credit the proceeds
DO NOT RETURN our check, but
and advise us as soon as possible for further instructions.

the above described payment.

‘Tz,é—zm/&&,u rces 1%:;30
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Check #101343

I_ Property Id /| MMS Eff. Date Recording Information State County/Parish
TX299-389-275-001-00 08/19/1998 | 11/09/98 BK 596 PG 629 ENTRY 003074 TEXAS Reeves
M-100202

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 E/2 of Section 31, Block 56, Public School Land Survey, Save and Except the N/40 and the 5/122.5

1%.05

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

esee 0.00
Payment Period Payment Amount Bank Service Property Property
DueDate | (in months) Description Due Charges Sub-Type Sub-Id

08/19/2000 12 Delay Rental 18.05 0.00
.C" :
i &l ! | 0.00 | 0.00 | l
o hd | [ [ 0.00] 0.00] [
-0.00.
/1] | [ 0.00] 0.00 | = PR .
YU 0L/ gb
LE ] | [ 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 |mmed|ateIN 0 1 O 1 3 4 3
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Check #101345

| Property Id / MMS Eff. Date Recording Information State County/Parish
» X299-389-275-002-00 08/19/1998 | 11/09/98 BK 596 PG 440 ENTRY 003053 TEXAS Reeves
M-100202

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 E/2 of Section 31, Block 56, Public School Land Survey, Save and Except the N/40 and the 5/122.5

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 ()6 0.00

Austin, TX 78701 \ Account Number
Total Bank Charges
0.00

Payment Period Payment Amount Bank Service Property Property
«¢/*Dye Date | (in months) Description Due Charges Sub-Type Sub-Id
* -'E'UB/19/2000 12 Delay Rental 18.05 0.00
I.‘ e ..
7 ] I I 0.00 0.00 | I
s "ot
.
/1] | [ 0.00] 0.00] |
.
. "%
o7 | I I 0.00 | 0.00 ool g
YU 0Li/YY
/1| I [ 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 lmmediatehN 0 1 0 1 3 4 5






Check #101347

| Property 1d / MMS Eff. Date Recording Information State County/Parish
< TX299-389-275-003-00 08/19/1998 | 11/09/98 BK 596 PG 566 ENTRY 003067 TEXAS Reeves
M-100202
Property Name / Lessor
State of Texas, acting by and through its agent, Hill Investments, Ltd.
Property Legal Description
The E/2 of Section 31, Block 56, Public School Land Survey, Save and Except the N/40 and the 5/122.5
Payee Name & Address SSN/Tax Id Number

£
State of Texas, acting by and through the [ 4
Commissioner of the General Land Office k’)
1700 N. Congress Avenue \D
Austin, TX 78701 \

~

Federal Tax Withheld

0.00

Account Number

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 1.65 0.00
-'.i-
LA &} U
N | I 0.00] 0.00] I
. e
LL X T
[ ]
od /o | | | 0.00] 0.00] [
el
/1] [ | 0.00 ] 0.00] |
.
9'0...
a7 B f I 0.00 | 0.00] N 21 7ap
bl N = e B

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 immediatel
Y e N 101347
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Check # 101349

Froperty Id / MMS Eff. Date Recording Information State County/Parish
TX299-389-275-004-00 08/19/1998 | 11/09/98 BK 596 PG 503 ENTRY 003060 TEXAS Reeves
M-100202

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 E/2 of Section 31, Block 56, Public School Land Survey, Save and Except the N/40 and the 5/122.5

X .39

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®Dabe | (in months) Description Due Charges Sub-Type Sub-Id
08/39/208Q 12 Delay Rental 39.38 0.00
LA X
L]
DARA | [ 0.00 0.00] |
s/ | | [ 0.00] 0.00] [
- O. . o.
* s
£ | l l 0.00] 0.00] I
i [ [ 0.00] 0.00] [

nn 61781

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 immedtatel\N 0 1 0 1 3 4 g
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Check #101351

| Propurty Id / MMS Eff. Date Recording Information State County/Parish
~1X299-389-275-005-00 08/19/1998 | 11/09/98 BK 596 PG 737 ENTRY 003086 TEXAS Reeves
M-100202
Property Name / Lessor
State of Texas, acting by and through its agent, H-S Minerals and Realty, Ltd.
Property Legal Description
The E/2 of Section 31, Block 56, Public School Land Survey, Save and Except N/40 and the 5/122.5
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 lﬂ 0.00
Austin, TX 78701 \ X Account Number
Total Bank Charges
s 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 1.65 0.00
hdaa | 0.00 | 0.00 I
- .
LE X T ]
AL LY}
Tl 0.00] 0.00 |
-
= L 0- Y
8 Jeo | 0.00 | 0.00| |
00 51enk
JJ ] 0.00 | 0.00 | il o
. .".
L

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 |mmed|atel\N 0 1 O 1 3 5 1







