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Relinquishmnt Act Lease Form
Re'viud.Septemberlm_
OIL AND GAS LEASE
THIS A is made and entered into this_19 _dayorAuqust 19_98 , between the State of Texas, acting by and through its
ssen__H-5 Miderals and Realty: TEd.
of
P. 0. Box 27284, Austin, TX 7/8755-2284 said agent
(Give Permanent Address) .
berein referred to as the owner of the soil (whether one or more), and
203 W. Wall, Snite 800 of
Midland, TX 79701
(Give Permanent Address)

hercinafter called Lessee,

1. GRANTING CLAUSE. For and in consideration of the amounts stated below and of the covenants and agreements to be paid, kept and performed by
Lessee under this lease, the State of Texas acting by and through the owner of the soil, hereby grants, leases and lets unto Lessee, for the sole and only purpose of
prospecting and drilling for and producing oil and gas, laying pipe lines, building tanks, storing oil 2nd building power stations, telephone lines and other stuctures
thereon, to produce, save, take care of, treat and transport said products of the lease, the following lands situatzd in Reeves County, State
of Texas, to-wit: y

The South 360 acres of Section 30, Block 55, 'Tovnship 54
T&P Ry. Co. Survey.

mntaining- 360 acres, more or less. The bonus consideration paidfordxisl&isafolluws:
To the State of Texas;_One Hundred Eighty-seven and 50/100-—————————cc—eeeeee——
Dollars (S_187 .50 )
To the owner of the soil:_Qne Hundred Eighty-seven and 50/100==c=cccocoomooooooo
Dollars(S__187.50 ) .
Total bonus consideration: Three Hundred Seventy-five and 00/100-———————eemmee
T Dollars (3___ 375,00 ) :
L ) L]
The {pgq) ponus consideration paid represents abomusof ___ Fifty and 00/100————————————— e
s 0y Dollars ($ 50.00 ) peracre,on _7-, 5 netacres.

e TERM. Subject to the other provisions in this lease, this lease shall be for a term of F_':‘lve (5) years from this date
(hacindﬂed'prirna:ym')mdulongthﬂuﬁnasoilandzas,orcidicrofthﬂn.ispmduwdmpayingqumuncs&omsmdlmd.
Astfs;&'mmislns:,them'pmdmdinpayingquann'ﬁes'mmmemipuﬁmmenlewomammoﬁz:dwmcidmofﬁ:esubmncc{s}covmd
cxngdnnfofpockuopaﬁomlupenscsfmtﬁcﬁxmndulapﬂ.

3eeeee 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
oBeratidhs being conducted on the premises, then this lease shall terminate unless, on or before such anniversary date, Lessee shall pay, 2 directly to the owner of the soil
@9q ¢ Ji§e amount paid or tendered to the COMMISSIONER OF THE GENERAL LAND OFFICE OF THE STATE OF TEXAS, AT AUSTIN, TEXAS, a delay rental in
t®e ameunt 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.

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

the soil:

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

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

General Land Office, such value to be determined by 1) the highest posted price, plus premium, if any, offered or paid for oil, condensate, distillate, or other liquid
hydrocarbons, respectivily, of a like type and gravity in the general arca where produced and when rum, or 2) the highest market price thereof offered of paid in the
general arca 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 md;assepmo{mvmﬁomm“
other equipment at least as efficient, so that all liquid hydrocarbons recoverable from the gas by such means will be recovered. The requirement that such gas be run
through a separator or other equipment may be waived in writing by the royalty owners upon such terms and conditions as they prescribe.

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

((®] 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 s0il or the Commissioner of the General Land Office. All royalties due herein shall be based on one hundred percent (100%) of the total plant
production of residue gas attributable to gas produced from this lease, and on fifty percent (50%), or that percent accruing to Lessce, whichever is the greater, of the
total plant production of liquid hydrocarbons artributable to the gas produced from this lease; provided that if liquid hydrocarbons are recovered from gas processed
in a plant in which Lessee (or its parent, subsidiary or affiliate) owns an interest, then the percentage applicable to liquid hydrocarbons shall be fifty percent (50%) or
the highest percent accruing to a third party processing gas through such plant under a processing agreement negotiated at arm's length (or if there is no such third
party, the highest percent then being specified in processing agreements or contracts in the industry), whichever is the greater. The respective royalties on residue gas
and on liquid hydrocarbons shall be determined by 1) the highest market price paid or offered for any gas (or liquid hydrocarbons) of comparable quality in the
general area, or 2) the gross price paid or offered for such residue gas (or the weighted average gross selling price for the respective grades of liquid hydrocarbons),
whichever is the greater. In no event, however, shall the royalties payable under this paragraph be less than the royalties which would have been due had the gas not
been processed.

(D) OTHER PRODUCTS. Royaity on carbon black, sulphur or any other products produced or manufactured from gas (| c:gu‘ng liquid hydrocarbons)
whether said gas be "casinghead,” "dry,” or any other gas, by fractionating, burning or any other processing shall be . 371 partof the
gross production of such products, or the market value thercof, at the option of the owner of the soil or the Commissioner of the General Land Office, such market
value to be determined as follows: 1) on the basis of the highest market price of each product for the same month in which such product is produced, or 2) on the
basis. ot.' I;Ile average gross sale price of each product for the same month in which such products are produced; whichever is the greater.

* @ []
® ** 5. MINIMUM ROYALTY. During any year after the expiration of the primary term of this lease, if this lease is maintained by production, the royalties
paid &Qdtg this lease in no event shall be less than an amount equal to the total annual delay rental herein provided; otherwise, there shall be due and payable on or
befdt® thelast day of the month succeeding the anniversary date of this lease a sum cqual to the total annual rental less the amount of royalties paid during the
precetling year. H-Paragraph3-of thivtexsedocs ot specifye-delay-rental-ameunt—then for the purposes of this paragraph, the delay rental amount shall be one
dojlee f&l..OO) per acre.

e 6. ROYALTY IN KIND. Notwithstanding any other provisioa in this lease, at any time or from time to time, the owner of the soil or the Commissioner
of"the Uederal Land Office may, at the option of either, upon not less than sixty (60) days notice to the holder of the lease, require that the payment of any royalties
accruing to such royalty owner under this lease be made in kind. The owner of the s50il's or the Commissioner of the General Land Office’s right to take its royalty in
kind shal} 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,

udd R M lease.

13000 .: 7. NO DEDUCTIONS. Lessee agrees that all royalties accruing under this lease (including those paid in kind) shall be without deduction for the cost of
producing, gathering, storing, separating, treating, dehydrating, compressing, processing, transporting, and otherwise making the oil, gas and other products
hereunder ready for sale or use. Lessee agrees to compute and pay royalties on the gross value received, including any reimbursements for severance taxes and
production related costs.

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

Payment of royalty on production of oil and gas shall be as provided in the rules sct forth in the Texas Register. Rules currently provide that royalty on oil is due
and must be received in the General Land Office on or before the Sth day of the second month succssding the month of production, and royalty on gas is duc_:snd
must be received in the General Land Office on or before the 15th day of the second month succeeding the month of production, accompanied by the 1ff|Cl|3V“- ?f‘hﬂ
owmner, manager or other authorized agent, completed in the form and manner prescribed by the General Land Office and showing the gross amount and dlsp.osmqn. of
all oil and gas produced and the market value of the oil and gas, together with a copy of all documents, records or reports confirming the gross production, disposition



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

or pools and gas lines or gas storage, and any other reports or records which the General Land Office may require to verify the gross production, disposition 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 shal] pe
accompanicd by a check stub, schedule, summary of other remittance advice showing by the assigned General Land Office lease number the amount of royalty bers
paid on each lease. If Lessee pays his royalty on or before thirty (30) days after the royalty paymeat was due, then Lessce owes a penalty of 5% on the royalty or .
5$25.00, whichever is greater. A royalty payment which is over thirty (30) days late shall accrue a penalty of 10% of the royalty due or $25.00 whichever is greazer.
In addition to a penalty, royalties shall accrue interest at a rate of 12% per year; such interest will begin accruing when the royalty is sixty (60) days overdue.
AfTidavits and supporting documents which are not filed when due shall incur a penalty in an amount set by the General Land Office adminiswrative rule which is
effective on the date whea the affidavits or supporting documents were due. The Lessee shall bear all responsibility for paying or causing royalties to be paid as
prescribed by the due date provided herein. Payment of the delinquency penalty shall in no way operate to prohibit the State's right of forfeiture as provided by aw
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. Lessece shall annually furmish the Commissioner of the General Land Office with
its best possible estimate of oil and gas reserves underlying this lease or allocable to this lease and shall furnish said Commissioner with copies of all contracts under
which gas is sold or processed and all subsequent agreements and amendments to such contracts within thirty (30) days after entering into or making such contracts,
agreements or amendments. Such contracts and agreements when reccived by the General Land Office shall be held in confidence by the General Land 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 Commissicner of the General Land Office, the Attomey General, the Govemor, or the representative of any of them. ;

(B) PERMITS, DRILLING RECORDS. Written notice of all operations oa this lease shall be submitted to the Commissioner of the General
Land Office by Lessce or operator five (5) days before spud date, workover, re-entry, temporary abandonment or plug and abandonment of any well or wells. Such
written notice to the General Land Office shall include copies of Railroad Commission forms for application to drill. Copies of well tests, completion reports and
plugging reports shall be supplicd to the General Land Office at the time they are filed with the Texas Railroad Commission. All applications, permits, reports or
other filings that reference this lease or any specific well on the leased premises and that are submitted to the Texas Railroad Commission or any other 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 radicactivity survey made on the
bore-hole section, from the base of the surface casing to the total depth of well, of all wells drilled on the above described premises and shall ransmit 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. Lesses shall incur a penalty wheaever reports, documents or other materials are not filed in the General Land Office when
due. The penalty for late filing shall be set by the General Land Office administrative rule which is effective on the date when the materials were due in the Gcﬁq?l
Land Office. '

11. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, during the primary term hereof and pricr to discovery and production
of oil or gas on said land, Lessee should drill a dry hole or holes thereon, or if during the primary term hereof and after the discovery and actual production of oil pr
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'&'é'm
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 delay rental in the same manner as provided in this lease. If, during the last year of the primary term or within sixty (60) days prior thereto, a dry hole be
completed and abandoned, or the production of oil or gas should cease for any cause, Lessee's rights shall remain in full force and effect without further operatiors,
until the iration of the primary term; and if Lessee has not resumed production in paying quantities at the expiration of the primary term, Lesses may maintafn this
leasedyeaonducting additional drilling or reworking operations pursuant to Paragraph 13, using the cxpiration of the primary term as the date of cessation of
produation 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
primag/edn 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
expiragion 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
terminals, 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
acedpdapge with the shut-in provisions hercof.

sseee Ell 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 oas sdch 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 tzf shut-in oil or gas well royalties or compensatory royalties is made as provided in this lease.

Ssssese

. * 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 workonanlike 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 cil 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 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 netice to the General Land Office within thirty (30) days of any cessation of producticn.

14. SHUT-IN ROYALTIES. For purposes of this paragraph, "well” means any well that has been assigned a well number by the state agency having
jurisdiction over the 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 2n amount equal to double the annual rental provided in the

lease, but not less than 51,200 a year for each well capabic of producing oil or gas in paying quantitics. - - .
ermeunt—then for the purposes of this paragraph, the delay rental amount shall be one dollar ($1.00) per acre. To be effective, each initial shut-in oil or gas royalty
True and Correet
copy of
Original filed in
Reeves County
Clerks Office




must be paid on or before: (1) the expiration of the primary term, (2) 60 days after the 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 (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 0 be
2 producing lease and the payment shall extend the term of the lease for a period of one year from the end of the primary term. or from the first day of the month
following the month in which production ceased, and, after that, if no suitable production facilities or suitable market for the oil or gas exists, Lessee may cxtend the
lease for four more successive periods of one (1) year by paying the same amount each year on or before the expiration of each shut-in year.

15. COMPENSATORY ROYALTIES. If, during the period the lease is kept in effect by payment of the shut-in oil or gas royalty, oil or gas is sold and
delivered in paying quantitics from a well located within one thousand (1,000) feet of the leased premises and completzd 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 o gas royalty shall cease, but the lease shall remain effective
for the remainder of the year for which the royalty has been paid. The Lesses may maintain the lease fafourmoummiveymbywswptﬁngmmpcm,y
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 gas is
produced from the well causing the drainage or that is completed in the same producing reservoir and located within one thousand (1,000) feet of the leased premises.
If the compensatory royalty paid in any 12-month period is in an amount less than the annual shut-in oil or gas royalty, Lessee shall pay an amount equal to the _
difference within thirty (30) days from the end of the 12-month period. Compensatory royalty payments which are not timely paid will accrue penalty and interest in
accordance with Paragraph 9 of this lease. None of these provisions will relieve Lessee of the obligation of reasonable development nor the obligation to drill offset
wells as provided in Texas Natural Resources Code 52.173; however, at the determination of the Commissioner, and with the Commissioner's written approval, 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 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 terminaze
as to all of the leased premises, EXCEPT (1) 40 acres surrounding each oil well capable of producing in paying quantities and 320 acres surrounding each gas well
capable of producing in paying quantities (including a shut-in oil or gas well as provided in Paragraph 14 hereof), or a well upon which Lessee is then engaged in
continuous drilling or reworking operaticns, or (2) the number of acres included in a producing pooled unit pursuant to Texas Narural 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 ficld rules are changed or the well or wells located thereon are reclassified so that less acreage is
thereafler allocated to said well or wells for production purposes, this lease shall thereupon terminate as to all acreage not thereafter allocated to said well or wells for
production purposes. Notwithstanding the termination of this lease as 10 a portion of the lands covered hereby, Lesses shall nevertheless continue to have the right of
ingress to and egress from the lands still subject to this lease for all purposes described in Paragraph 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
retained lands and for the gathering or transportation of oil, gas and other minerals produced from the retained lands. {8

(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
terminate as to all depths below 100 feet below the total depth drilled (hercinafter "deeper depths™) in each well located on acreage retained in Paragraph 16 (A)
above, unless on or before two (2) years after the primary or extended term Lessee pays an amount cqual to one-half (1/2) of the bonus originally paid as
consideration for this lease (as specified on page 1 hereof). If such amount is paid, this lease shall be in force and effect as to such deeper depths, and said |
terrgihgitan, shall be delayed for an additional period of two (2) years and so long thereafter s oil or gas is produced in paying quantities from such decper depths
covemdby this lease. i

Saee

& {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 wall 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
terminawien 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
dep Yetained hereunder. The recorded release, or a certified copy of same, shall be filed in the General Land Offics, accompanied by the fling fee prescribed
by the Gengral 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)
day'M P 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
depthg to be released hereunder and record such instrument at Lessee's expense in the county or counties where the lease is located and in the official records of the
General Lgnd Office and such designation shall be binding upon Lessee for all purposes.

Ssesan
: :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-gii lnd: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 10 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 diligencs. Failure to satisfy the statutory offset obligation may subject this lease and the owner of the
soil's agency rights to forfeiture. Only upon the determination of the Commissioner of the General Land Office and with his written approval may the payment of
compensatory royalty under applicable statutory parameters satisfy the obligation to drill an offset well or wells required under this paragraph.

18. FORCE MAJEURE. If, after a good faith ;ﬁ’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, rebeilion, riots, strikes, acts of God, of
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 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 suspcn.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 Correet
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19. WARRANTY CLAUSE. The owner of the soil warrants and agrees to defend title to the leased premises. If the owner of the soil defaults in
payments owed on the lcased premises, then Lessce may redeem the rights of the owner of the soil in the leased premises by paying any mortgage, taxes or other Ij
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 u;:m
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 shalt be paid to him
in the proporiion 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 theynterest 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 reczive as a royalty on the gross production
allocable to the undivided interest not leased an amount less than the value of one-sixteenth (1/16) of such gross. production.

(B) REDUCTION OF PAYMENTS. If, during the primary term, a portion of the land covered by this lease is included within the boundaries
of a pooled unit that has been approved by the School Land Board and the owner of the soil inl accordance with Nanural 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 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 neczssary for operations under this lease except watsr 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 cperations to all personal property, improvements,
livestock and crops on said land.

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

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

25. POLLUTION. In developing this area, Lessee shall use the highest degree of care and all proper safeguards to prevent pollution. Without limiting the
foregoing, pollution of coastal wetlands, natural waterways, rivers and impounded water shall be prevented by the use of containment facilities sufficient to prevent
spillage, 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 responsibic for all damage to public and private properties.  Lessee shall build and maintain fences around its slush, sump, and drainage’pits
and tank batteries 50 as to protect livestock against loss, damage or injury; and upon completion or abandonment of any well or wells, Lesses shall fill and level all
slush pits and cellars and completely clean up the drilling site of all rubbish thereon. Lessee shall, while conducting operations on the leased premises, keep said
premises free of all rubbish, cans, bottles, paper cups or garbage, and upon completion of operations shall restore the surface of the land to as near its original
condition and contours as is practicable. Tanks and equipment will be kept painted and presentable.

»

o ¢ " *36. REMOVAL OF EQUIPMENT. Subject to limitations in this paragraph, Lessee shall have the right to remove machinery and fixtures placed by
Lessoe ¢ leased premises, including the right to draw and remove casing, within one hindred twenty (120) days after the expiration or the termination of this
Icas.c-m:ass 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 gos In ;aying quantities. Additionally, Lessee may not draw and remove casing until after thirty (30) days written notice to the Commissioner of the General
Land @ffice 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

unciu #hederms of this paragraph.
.

27 (A) ASSIGNMENTS. Under the conditions contained in this paragraph and Paragraph 29 of this lease, the rights and estates of cither party to this
lea®gMay Be assigned, in whole or in part, and the provisions of this lease shall extend to and be binding upon their heirs, devisces, legal representatives, successors
and asgigns. 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 Lesses. And no change or
divqlmi:owncrship 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 a
ccni!'nd <#py of such original) when the ownership changed because of a conveyance. A total or partial assignment of this lease shall, to the extent of the interest
assigned, relieve and discharge Lessee of all subsequent obligations under this lease. If this lease is assigned in its entirety as to only part of the acreage, the right and
option to pay rentals shall be apportioned as between the several owners ratably, according to the area of each, and failure by one or more of them to pay his share of
the rental shall not affect this lease on the part of the land upon which pro rata rentals are timely paid or tendered; however, if the assignor or assignee does not file a
certified copy of such assignment in the General Land Office before the next rental paying date, the entire lease shall terminate for failure to pay the eatire 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 past by
assignment without the prior written approval of the Commissioner of the General Land Office, this lease is void as of the time of assignment and the agency power
of the owner may be forfeited by the Commissioner. An assignment will be treated as if it were made to the owner of the soil if the assignee is:

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

(3) a parmership in which the owner of the seil is a parter or is an employes of such a partmership;
(4) a principal stockholder or employee of the corporation which is Lhc_ owner of the soil;
(5) a partner or employee in a partmership which is the owner of the soil;

True and €orrest
copy of
Original filed in
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(6) a fiduciary for the owner of the soil; including but not limited to a guardian, trustee, executor, administrator, receiver, or conservator for the
owner of the soil; or
(7) a family member of the owner of the 50il 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 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, and be
relieved of all subsequent obligations as to acreage surrendered. If any part of this lease is properly surrendered, the delay rental due under this lease shall e reduced
by the proportion that the surrendered acreage bears to the acreage which was covered by this lezse 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 exccution date accompanied by the prescribed filing fee. If any such
assignment is not so filed, the rights acquired under this lease shall be subject to forfeiture at the option of the Commissioner of the General Land Office.

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

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

interests.

32. FORFEITURE. If Lesses shall fail or refuse to make the payment of any sum within thirty days after it becomes due, or if Lesses or an authorized
ageat should knowingly make any false return or false report conceming production or drilling, oc if Lesses shall fail or refuse to drill any offsct well or wells in good
faith as required by law and the rules and regulations adopted by the Commissioner of the General Land Office, or if Lesses should fail to file reports in the manner
required by law or fail to comply with rules and regulations promulgated by the General Land Offics, the School Land Board, or the Railroad Commission, or if
Lzssec should refuse the proper authority access to the records pertaining to operations, or if Lesses or an authorized agent should knowingly fail or refuse to give
correct information to the proper authority, or knowingly fail or refuse to furnish the General Land Office a correct log of any well, or if 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 authdrize a
forfeiture, and when forfeited the area shall again be subject to lease under the terms of the Relinquishment Act. However, nothing herein shall be construed as
waiving the automatic termination of this lease by operation of law or by reason of any special limitation arising hereunder. Forfeitures may be set aside and this
lease and all rights thereunder reinstated before the rights of another intervene upon satisfactory evidence to the Commissioner of the General Land Office of future
compliance with the provisions of the law and of this lease and the rules and regulations that may be adopted relative hereto. J

33. LIEN. Inaccordance with Texas Natural Resources Code 52.136, the State shall have a first lien upon all oil and gas produced from the area covered
by this lease to secure payment of all unpaid royalty and other sums of money that may become due under this lease. By acceptance of this lease, Lessee grants the
State, in addition to the lien provided by Texas Natural Resources Code 52.136 and any other applicable statutory lien, an express contractual lien on and security
interest in all leased minerals in and extracted from the leased premises, all proceeds which may accrue to Lessee from the sale of such leased minerals, whether such
proceeds are held by Lessee or by a third party, and all fixtures on and improvements to the leased premises used in connection with the production or processing of
such leased minerals in order to securc the payment of all royalties or other amounts due or to becorse due under this lease and 1o secure payment of any damages or
loss that Lessor may suffer by reason of Lessee's breach of any covenant or condition of this lease, whether express or implied. This lien and security interest may be
foresfbsdi®yith or without court proceedings in the manner provided in the Title 1, Chapter 9 of the Texas Business and Commercs Code. Lesses agrees that the
Comdisfi8ner may require Lessee to executs and record such instruments as may be reasonably necsssary to acknowledge, artach or perfect this lien. Lesses hereby
reprgfehfstfat there are no prior or superior liens arising from and relating to Lessee's activities upon the above-described property or from Lessee’s acquisition of
this 1&#¢. Should the Commissioner at any time determine that this representation is not true, thea the Commissioner may declare this lease forfeited as provided
hercin®

- "eee
eese34. POOLING. Lessecis 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 either of them upon the same terms as shall be approved by the School Land
Boand 38 $he 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 Sode 52.152.
. : L] o:

&5. INDEMNITY. Lessee hereby releases and discharges the State of Texas aEd the owner of the soil, their officers, employees, parmers, agents,
cortd g 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 agents arising out of, incidental to, or resulting from, the operations of or for Lessez on the lcased premises
hereunder, or that may arisc out of or be occasioned by Lesses’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, liabilitics, losses, damages, actions, personal injury (including death),
costs and expenses, or other harm for which recovery of damages is sought, under any theory including tort, contract, or strict liability, including attoneys’ 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 activilies on the leased premises; those arising from
Lessee's use of the surface of the leased premises; and those that may arise out of or be occasioned by Lessee’s breach of any of the terms or provisions of this !
Agreement or any other act or omission of Lessee, its directors, officers, employees, partners, agents, contractors, subcontractors, guests, invitees, and their respective
successors and assigns. Each assignee of this Agreement, or an interest therein, agrees to be fiable for, exonerate, indemnify, defend and hold harmless the State of
Texas and the owner of the soil, their officsrs, employees, and agents in the same manner provided above in connection with the activitics of Lessee, its officers,
employezs, 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 TAEREOF (EXCLUDING PRE-EXISTING CONDITIONS), STRICT LIABILITY, OR THE NEGLIGENCE OF ANY PARTY
OR PARTIES (INCLUDING THE NEGLIGENCE OF THE INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE BE SOLE, JOINT,

CONCURRENT, ACTIVE, OR PASSIVE.



36. ENVIRONMENTAL HAZARDS. Lessee shall use the highest degree of care and all reasonable safeguards to prevent contamination or pollution of
any environmental medium, including soil, surface waters, groundwater, sediments, and surface or subsurface strata, ambient air or any other eavironmenta) medium -
in, on, or under, the leased premises, by any wasts, pollutant, or contaminant. Lessee shall not bring or permit to remain on the leased premises any asbestos
contining materials, explosives, toxic materials, or substances regulated as hazardous wastes, hazardous materials, hazardous substances (as the term “Hazardoys
Substance™ is defined in the Comprehensive Environmental Response, Compensation and Lizbility Act (CERCLA), 42 U.S.C. Sections 9601, et 5€q.), or toxic
substances under any federal, state, or local law or regulation (“Hazardous Materials™), except ordinary products commonly used in connection with oil and gas
exploration and development operations and stored in the usual manner and quantities. LESSEE'S VIOLATION OF THE FOREGOING PROHIBITION
SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND
DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST ANY CLAIMS, DAMAGES, JUDGMENTS, PENALTIES‘
LIABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS' FEES AND COURT COSTS) CAUSED BY OR ARISING OUT OF maA
VIOLATION OF THE MOREGOING PROHIBITION OR (IT) THE PRESENCE, RELEASE, OR DISPOSAL OF ANY HAZARDOUS MATERIALS ON,
UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OR CONTROL OF THE LEASED PREMISES. LESSEE SHALL
CLEAN UP, 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 BAZARDOUS 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 Te:tas Natural Resources Code $2.171 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. Ouce the filing requirements found in Paragraph 39 of this lease have been satisfied, the effective date of this lease shall
be the date found on Page 1. ’ :

39. LEASE FILING. Pursuant to Chapter 9 of the Texas Business and Commercz 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
cffective until a centified copy of this lease (which is made and centified by the County Clerk from his records) is filed in the General Land Office in accordance with
Texas Natural Resources Code 52.183. Additicnally, this lease shall not be binding upcn the State unless it recites the actual and true consideration paid or promised
for execution of this leass. The bonus due the State and the prescribed filing fes shall accompany such certified copy to the General Land Offics. i

* See Exhibit "A"™ Attached for Additional Provisions
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STATE OF (CORPORATION ACKNOWLEDGMENT)

COUNTY OF

BEFORE ME, the undersigned authority, on this day personally appeared - SE—
of 0

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

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

Given under my hand and seal of office this the day of 519 .
Notary Public in and for
STATE OF (CORPORATION ACKNOWLEDGMENT)
COUNTY OF

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

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

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

, 19

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

Notary Public in and for

STATE OF TEXAS (INDIVIDUAL ACKNOWLEDGMENT)

COUNTY OF \ (OW\S
Befo , the und d auth this d ally appeared__ Cydney H. Shepard, President of RC Star
" General Partner of Hes Minerals and Realty, Ltd.

—L.T.C.. General Partner of H-S
known to me to be the persons whose names are subscribed to the foregoing instrumeat, and acknowledged to me that they executed the same for the purposes and

:ans:df':u!iﬁl therein expressed.
; 2?) day of %WW .1961@

o *2 Gjven under my hand and seal of office this the
-

.: : JANA JULER C — \ -
b : : : : NMMEJUCL :ic, SME’:{;W No hb@d for,Wd Vl 5 C O &
esese o 21, 2002
STATE.OF ’T;m—a (INDIVIDUAL ACKNOWLEDGMENT)

cougTYgr Mtcﬂ,ﬁ/‘*\@l

3 ** *Refore me, the undersigned authority, on this day personally appeared

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

day of W , 19 q % 5
WM}{

8 ’5 Pu‘\n't ']‘\100"‘";%%";1%%{[30}.% Notary Public in and for W
‘“' &,\ ) >}  State of Texas

', '\_ siie’  Comm. Exp. 10-30-29

,uwmqunw PP

consideration therein expressed.

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

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




“EXHIBIT A”

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

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

2. Lessee shall notify the owner of the soil 2 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. Itis further agreed that Lessee, its successors and assigns, shall not erect any buildings or houses on the leased premises and that
only those structures which are reasonably necessary for production facilities or tank batteries shall be erected on the surface of
the leased premises.

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

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

tas

85+ 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,

«**“*Pgssee shall fill and level off all slush pits and cellars and completely clean up the drill site of all rubbish thereon.

Lol ]
-ls‘ho)éssee 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
ngarly 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.
'..U.l

1. Ifall 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.

; Sorraet

CERTIFIED TRUE AND CORRECT COPY CERTIFICATE o True and Corre
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General Land Office
Relinquishmnt Act Lease Form
Revised, September 1997

. OIL AND GAS LEASE Styrsky

THIS AGREEMENT is made and entered into this 1 9__day of__ Auqustyy QB,bctwecntbsSmorTaus.acﬂn:bymdma;ﬁhiu
agent, Virginia Glemn Hill Iattinore, James Robert Hill and Jom A. Stysky. (o-Trustees of the Houston

Ema
Hill Trust E ; Virgima Glem Hill ITattimore, Individally; ard James Ropert Hill, Indivacduall
500 Throckmorton, Suite 2803, Fort Worth, Texas ;"6102 said agent

(Give Permanent Address) .
herein referred to as the owner of the soil (whetherone ormore), and__ Clavy Johnson
203 W, Wall, Snite 800 of
Midland, Texas 79701
(Give Permanent Address)

hereinafter called Lesses.

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

The South 360 acres of Section 30, Block 55, Township 5,
T&P Ry. Co. Survey.

containing___ 360 acres, more or less. The bonus consideration paid for this lease is as follows:

To the Stats of Texas:__Four Thousand Five Hundred and No/100 —

Dellars (S__4,500.00 )
To the owner of the soil: Four Thousand Five Hundred and No/100————————————mem e
Dollars (5__4,500.00 )
Total bonus consideration: Nine Thousand and No/100- ———
" Dollars (S____9,000..00 )
* o - -
The"tofa? bonus consideration paid represeats a bonus of, Fifty and No/100----—--—-—-———————
Pl Doilars ($ 50.00 ) peracm,on 180 net acres.
.o .
SO TERM. Subject to the other provisions in this lease, this lease shall be foratemof __Five (5) years from this date

(hg#=4 eglled "primary term™) and as long therearter as oil and gas, or either of them, is produced in paying quantitics fom said land.
As usadein this lease, the term "producsd in paying quantities” means that the receipts from the sale or other authorized commercial use of the substancs(s) coversd
"E‘.‘S‘é ont of pocket operational expenses for the six menths last past. 4

. L

e 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
o 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, Y directly to the owner of the soil and a like amount paid or tendered to the COMMISSIONER OF THE GENERAL LAND
OFFICE OF THE STATE OF TEXAS, AT AUSTIN, TEXAS, a delay rental in the amount specified in the following schedule multiplied by the
number of acres then covered by this lease, which payment, when timely made, shall continue this lease for a period of one (1) additional year. In
like manner and upon payment of the amounts set out in the following schedule, this lease may be further continued for successive one-year periods
during the primary term of this lease provided that payment is made on or before the anniversary date.

L]
tsesee
[ ] L]

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

True and Correset
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 royairy
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 ta the owner of
the soii: - : i

(A) OILL. Royalty payable on oil, which is defined as including all hydrocarbons produced in a liquid form at the mouth of the well and alsg a5 all

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

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

3) 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 Som any well on said land (except as provided herein with respect 1o gas processed in a plant for the extraction of
gasoline, liquid hydrocarbons or other products) shail be 3/16 part of the gross production or the market value thereof, at the option of the
owner of the soil or the Commissioner of the Gezeral Land Office, such value to be based on the highest markst price paid or offered for gas of comparable quality in
the general area where produced and when run, or the gross prics paid or offered to the producer, whichever is the greater; provided that the maximum pressure base
in measuring the gas under this lease shall not at any time exceed 14.65 pounds per square inch absolute, and the standard base temperature shall be sixty (60)
degrees Fahrenheit, correction to be made for pressure according to Boyle's Law, and for specific gravity according to tests made by the Balance Method or by the
most approved method of testing being used by the industry at the time of testing.

© PROCESSED GAS. Royalty on any gas procsssed in a gasoline plant or other plant for the recovery of gasoline or other liquid hydrocarbons
shall be 3/16 part of the residue gas and the liquid hydrocarbons extracted or the market value thereof, at the option of the
owner of the s0il 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 actributable to gas produced from this lease, and on fifty percent (50%), or that percent accruing to Lesses, whichever is the greater, of the
total plant production of liquid hydrocarbons arributable to the gas produced from this lease; provided that if liquid hydrocarbons are recoversd from gas procassed
in a plant in which Lessee (or its parent, subsidiary or affiliatz) owns an interest, thea the percentage applicable to liquid hydrocarbons shall be fifty percent (50%) or
the highest percent accruing to a third party procsssing gas through such plant under a procsssing agreement negotiated at arm's length (or if there is no such third
party, the highest percent then being specified in processing agresments or contracts in the industry), whichever is the greater. The respectve royalties on residue zas
and oa liquid hydrocarbons shall be determined by 1) the highest markst price paid or offered for any gas (or liquid hydrocarbons) of comparable quality in the
general area, or 2) the gross price paid or offered for such residuc 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 royaltics payable under this paragraph be less than the royalties which would have beza due had the gas aot
been processed.

(D) OTHER PRODUCTS. Royaity on carbon black, sulphur or any other products producsd or manufactured fom gas (exceptng liquid hydrocarbons)
whether said gas be "casinghead,” *dry,” or any other gas, by fractionating, burning or any other procsssing shall be 3/16 part of the
gross production of such products, or the market value thereof, ar the cption of the owner of the soil or the Commissioner of the General Land Office, such market
value to be determined as follows: 1) on the basis of the highest markst price of each product for the same month in which such product is produced, or 2) on the

basis of the average gross sale price of each product for the same month in which such products are produced; whichever is the greater.
. o0

L L
* ** 5, MINIMUM ROYALTY. During any year after the expiration of the primary term of this lease, if this lease is maintained by production, the royalties
gfi@ $ifder 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
befere e last day of the month succesding the anniversary date of this lease a sum equal o the total annual rental less the amount of royalties paid during the
preesding year. [fPeresreph——efthirtemcdoes ot specify adeiay rentat-armounttherr for the purposes of this paragraph, the delay rental amount shall be one
(.!olh'ci!'.sl.OO) per acre.

LA LR ]

e 6. ROYALTY IN KIND. Norwithstanding any other provision in this lease, at any time or ffom time to time, the owner of the soil or the Commissioner
8L 4 Weneral Land Offics may, at the option of zither, upon not less than sixry (60) days notice to the holder of the lease, require that the payment of any royaities
acgyuing to such royaity owner under this lease be made in kind. The owner of the soil's or the Commissicner of the General Land Office’s right to take its myﬂfY n
kind shgil not diminish or negate the owner of the soil's or the Commissioner of the General Land Office’s rights or Lesses's obligations, whether express or implied.

tpa&aBis case.

*2ee . 7. NO DEDUCTIONS. Lesses agress that all royalties accruing under this lease (including those paid in kind) shall be without deduction for the cost of
producing, gathering, storing, separating, treating, dehydrating, compressing, procsssing, ransporting, and otherwise making the oil, gas and other products
hersunder ready for sale or use. Lesses agress to computz and pay royalties on the gross value recsived, including any reimbursements for severance taxes and
production related costs.

8. PLANT FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as may represent this lease's proportionate share of any fucl used 0 |
process 2as produced hereunder in any procsssing plant. Notwithstanding any other provision of this lease, and subject to the written consent of the owner ol"'Jx!: scil
and the Commissioner of the General Land Office, Lesses may recycle gas for gas lift purposes on the leased premises or for injection into any oil or gas producing
formation underiving the leased premises ater the liquid hydrocarbons contained in the gas have besn removed; no royalties shall be payable on the recycled 335
until it is produced and sold or used by Lzsse= in 3 manner which entitles the royalty owness to a royalty under this lease,

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

Payment of royalty on production of oil and gas shall be as provided in the rules set forth in the Texas Register. Rules curreatly provide that royalty on oil is due
and must be recsived in the General Land Offics on or before the 5th day of the second menth succzzding the month of producticn, and royalty on gas is .:’uc_.md _
must be reczived in the General Land Offics on cr before the 15th day of the second month succezding the month of preduction, accompanied by the Jfﬁqav\t o;‘:ne »
owner, managzr or other autherized agzat, completed in the form and manner prescribed by the Ceneral Land Offics and showing the gross amount and d:spjasmc: of
all oil and gas producsd and the market value of the oil and gas, together with a copy of all documents, records or reports coniirming the gross production, dispesition



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

or pools and gas lines or gas storage, and any other reports of records which the General Land Office may require to verify the gross production, 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 paymen; shall be
accompanicd by a check stub, schedule, summary or other remittance advice showing by the assigned General Land Office lease number the amount of royalty bej
paid on each lease. If Lessee pays his royalty on or before thirty (30) days afier the royalty payment was due, then Lessec owes a penalty of 5% on the royalty or R
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 525.00 whichever is grearer
In addition 10 a penalty, royalties shall accrue interest at a rate of 12% per year; such interest will begin accruing when the royalty is sixry (60) days overduye, i
AfTidavits and supportingglocuments which are not filed when due shall incur a penalty in 2n amount set by the General Land Office administrative rule which is
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. Paymeat of the delinquency penalty shall in no way operatz o prohibit the State's right of forfeiture as provided by 13w
nor act 1o 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. = g

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 contraces under
which gas is sold or processed and all subsequent agreemems and amendments to such contracts within thirty (30) days after entering into or making such contracts,
agreements or amendments. Such contracts and agreements whea recsived 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 bocks and accounts, reczipts and discharges of all wells, tanks, pools, metess, and pipelines shall at all times be subject to inspection and
examination by the Commissicner of the General Land Offics, the Attorney General, the Governcr, or the representative of any of them.

(B) PERMITS, DRILLING RECORDS, Written notics of all operations on this lease shall be submitzed to the Commissicner of the General
Land Office by Lesses or operator five (5) days before spud date, workover, re-ntry, temporary abandonment or plug and abandonment of any well or wells, Such
Wwritten 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 reparts shall be supplicd to the General Land Offics at the time they are filed with the Texas Railroad Commission. All applications, permits, reports or
other filings that referencs this lease or any specific well on the leased premises and that are submided to the Texas Railroad Commission or any other governmental
agency shall include the word "State” in the title. Additicnally, in accordancs 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 includs the word "State.* Lessee shall supply the General Land Officz with
any records, memoranda, accounts, reports, cuttings and cores, or other information relative to the operation of the above-described premises, which may be
requested by the General Land Office, in addition to those herein expressly provided for. Lesses shall have an electrical and/or radioactivity survey made on the
bore-hole section, from the base of the surface casing to the total depth of well, of ail wells drilled on the above described premises and shail transmit a true copy of
the log of cach survey on each well 10 the General Land Office within fifteen (15) days after the making of said survey.

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

11. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, during the primary term hereof and prior to discovery and production
of oil or gas on said land, Lesses should drill a dry hole or holes thereon, or if during the primary term hereof and after the discovery and actual production of oil or
gas from the leased premises such production thereof should cease from any causc, 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 Lesses commences additional drilling or reworking operations therson, or pays or tenders the next
annual delay rental in the same manner as provided in this lease. If, during the last year of the primary term or within sixty (60) days prior therzto, a dry hole be
completed and abandoned, or the production of oil or gas should czase for any cause, Lessze's rights shall remain in full force and effect without further operations_
untiy W Epiration of the primary term; and if Lesses has not resumed production in paying quantities at the expiration of the primary term, Lesses may maintain this
lease®by*®nducting additional drilling or reworking operations pursuant to Paragraph 13, using the expiration of the primary term as the date of cessaticn of
progf@fh under Paragraph 13. Sheuld the first well or any subsequent well drilled on the above described land be completed as a shut-in oil or gas well within the
prim&Yy tefn hereof, Lessce may resume payment of the annual reatal in the same manner as provided herein on or before the reatal paying datz following the
expiration of sixty (60) days from the date of completicn of such shut-in oil cr gas well and upon the failure to make such payment, this lease shall ipso facto
terminater If at the expiration of the primary 1erm or any time thereafter a shut-in oil or gas well is located on the leased premises, payments may be made in
accosdames with the shut-in provisions hersof

. S

®2°**32. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. If at the expiration of the primary term, neither oil nor gas is being
produged on said land, but Lesses is then engaged in drilling or reworking operations thereon, this lease shall remain in forcs so long as operations on said well or fer
drilling or geworking of any additional we!ll are prosecuted in good faith and inworkmanliks manner without interruptions totaling more than sixty (60) days during
any* @A A h operation, and if they result in the producticn of cil and/or gas, so long thereafter as oil and/or gas is producsd in paying quantities from said land, or
payment of shut-in oil or gas well royalties or ccmpensatory royalties is made as provided in this lease.

ssssee
.13. CESSATION, DRILLING, AND REWORXING. 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 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 gocd faith and in workmanlike manner without
interruptions totaling more than sixty (60) days. If such drilling or reworking operations result in the production of 0il or gas, the lease shall remain in full force and
effect for so long as oil or gas is producsd from the leased premises in paying quantities cr payment of shut-in oil or gas well royalties or payment of compensatory
royalties is made as provided herein or as provided by law. If the drilling or reworking operations result in the completion of a well as a dry hole, the lease will not
terminate if the Lessee commences additional drilling or reworking operations within sixty (60) days after the completion of the well as a dry hole, and this lease
shall remain in effect so long as Lesse= continues drilling or reworking operations in good faith and in a workmanlike manner without interrupticns totaling more
than sixry (60) days. Lessee shall give written notics to the General Land Offics within thirty (30) days of any cessation of production.

14. SHUT-IN ROYALTIES. For purposes of this paragraph, “well” means any well that has bezn assigned a well number by the state agency having
jurisdiction over the preduction of oil and gas. If, at any time after the expiration of the primary temm of a lease that, until being shut in, was being maintained n
force and effect, a well capable of producing oil or gas in paying quantities is lecated on the leased premises, but oil or gas is not being produced for lack of suitadle
production facilities or lack of a suitable markzt, thea Lessee may pay as 3 shut-in oil or gas royalty an amount equal to doubie the annual rental provided in the
lease, but not less than $1,200 a year for each well capable of preducing oil or gas in paying quantities. T 3 X
Armouni-then for the purposes of this paragraph, the delay rental amount shall be one dellar (51.00) per acre. To be efective, each initial s
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n 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 da

after Lessze completes a drilling or reworking operation in accordance with the lease provisions; whichever date is latest. Such payment shall be made ou.:-halg(,uz

to the Cqmmissionr.r of the General Land Office and cne-half (1/2) to the owner of the soil. 1f the shut-in oil or gas royalty is paid, the lease shal] be considered 1o £
a prod\_:cmg lease and the payment shall extend the term of the leass for a period of one year from the end of the primary term, or from the first day of the month 5
foilowing the month in which production ceased, and, after that, if no suitable preduction facilities or suitable market for the oil or gas exists, Lessee may extend !hc
lease for four more su:nusivc 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 gasissoldand
delivered in paying quantities from a well Jocated withia one thousand (1,000) fest of the leased premises and completed in the same producing reservoir, or i
case in which drainags is occurring, the right 1o continve to maintain the lease by paving the shut-in oil of gas royalty shall cease, but the lease shall remain gﬂ-.,mn?m' '
for the remainder of the year for which the royalty has beca paid. The Lesses may .naintain the lease for four more sucssssive years by Lessee paying compensatn
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 23
reservoir and within one thousand (1,000) fest of the leased premises. The compensatory royalty is to be paid monthly, one-half (1/2) to the Commissioner of the
Ceneral Land Offics and one-half (1/2) to the owner of the soil, beginning on or before the last day of the month following the menth in which the oil orgasis
produced from the well causing the drainage or that is completed in the same procucing reservoir and Jocated within one thousand (1,000) fect of the leased premises.
If the compensatory royalty paid in amy 12-month period is in an amount less than the annual shut-in oil or gas royalty, Lesses shail pay an amcunt equal 1o the
differcace within thirty (30) days from the end of the 12-month pericd. Compensatory royalty payments which are not timely paid will accrue penalty and 'lnlﬂ'ﬁ n I
accordance with Paragraph 9 of this lease. None of these provisicns will relicve Lesses of the obligatica of reasonabic development nor the obligation to dril] offtet
wells as provided in Texas Nartural Resources Code 52.173; however, ot the determination of the Commissioner, and with the Commissicner's written approval, the

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

16. RETAINED ACREAGE. Notwithstanding any provision of this lease to the contrary, afler a well ;roducing or capable of producing oil or 2as has
been completed on the leased premises, Lesses shall exzroise 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 zremises and in marketing the production therson.

(A) VERTICAL. In the event this lease is in force and effect two (2) years after the expiration date of the primary or extznded term it shall then terminaze
as to all of the lcased premises, EXXCEPT (1) 40 acres suzrounding each oil well capable of producing in paying quantities and 320 acres surrounding each gas well
capable of producing in paying quantities (including 2 shut-in oil or gas we!l as provided in Paragraph 14 hereof), or a well upon which Lessce is then engaged in
continucus drilling or reworking operations, or (2) the number of acres included in a producing pecled unit pursuant 1o Texas Narural 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 preration unit for each such producing well under the rules
and regulations of the Railroad Commission of Texas, or amy successor agency, or other governmental auther’ ~ having jurisdiction. If at any time after the effective
date of the partial termination provisions hereof, the applicable field rules ars changed or the well or wells le« 4 thereon are reclassified so that less acreage is

thereafter allocated to said well or wells for production purpcses, this lease shall thereupen terminate as to all -:-zage not thereafter allocated to said well oriwells for
production purposes. Notwithstanding the termination of this lease as to a portion of the lands covered hereby, Lzsses shall neverntheless continue to have the right of |

ingress to and egress from the lands still subject to this lease for all purposes described in Paragraph 1 hereof, together with easements and rights-of-way for existing

roads, existing pipelines and other existing facilities on, over and across all the lands described in Paragraph 1 hereof ("th= retzined lands™), for access to andtﬁ-om the '

retained lands and for the gathering « r ransportation of oil, gas and cther minerals producsd 3-m the rewined lands. s {

(B) HORIZONTAL. In thc event this lease is in force and c&ect two (2) years after the expiration date of the primary or extended term it shall further
tzrminate as to all depths below 100 fest below the total depth drilled (hercinafter “desper depths”) in each well locatzd on acrrage retained in Paragraph 16 (A)
above, unless on or before two (2) years after the primary or extended term Lessee pays an amount equal to one-half (1/2) of the benus originally paid 25 ‘

considegation for this lease (as specificd on page 1 hercof). If such amount is paid, this Jease shall be in force and effzct as to such desper depths, and said
termipatic? shall be delayed for an additional period of two (2) years and so long thercafter as oil or gas is preduced in paying quantities from such deeper depths

covered ythis lease.
LR L]
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** {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 cther shape as may be approved by the Commissioner of the General Land Offics. Within thirty (30) days after partial
terrgifi2fdh,of this lease as provided herein, Lesses shall exzcuts and record a release or releases containing a satisfactory legal description of the acreage and/or
depuf e retained hercunder. The recorded release, or a centified copy of same, shall be filed in the General Land Offics, accompanied by the filing fee prescribed
by thg Fspdral Land Office rules in effect on the date the release is filed. If Lesses fails or refises to execute and record such release or releases within ninety (50)
days ffter ®ing requested 1o do so by the General Land Office, then the Commissioner at his sole discretion may designate by written inscrument the acreage and/or
depthseo be released hereunder and record such instument at Lesses's expense in the county or counties where the lease is locatsd and in the official records of the

th::.al L}Ed Office and such designation shall be binding upon Lesses for all purposes.

LE L A

¥7. OFFSET WELLS. Neither the bonus, delay rentale, ner rovalties paid, or to be paid, under this lease shall relieve Lesse= of his obligation to protect
the 83384 §as under the above-described land from being drained. Lesses, sublessee, recsiver or other agent in contol 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 zas from the leased premises. In
addition. if oil and/or gas should be preducsd in commercial quantities within 1,000 fe=t of the leased premises, or in any case where the leased premises is being
drained by preduction of oil or gas, the Lassee, sublesses, recziver or other agent in control of the leased premises shall in good faith begin the drilling of a well or
wells upon the leased premises within 100 days after the draining well or wells or the weil or wells completed within 1,000 feet of the leased premises start producing
in commercial quantitics and shall prosecute such drilling with diligeacs. Failure to satisfy the statutory offset obligation may subject this lease and the owner of the
soil's agency rights to forfeiture. Only upon the detzrmination of the Commissioner of the General Land Offics and with his writzea approval may the payment of
compensatory royalty under applicable statutory parametess satisfy the obligation to drill an offset well or wells rzquired under this parzgraph.

18. FORCE MAJEURE. If, after a good faith effort, Lesses is prevented from complying with any express or implied covenant of this lease, from
conducting drilling operations on the leased premises, or from producing oil or gas from the leased premises by reasca of war, rebellion, riots, sirikes, acs of God, or
any valid order, rule or regulation of zovernment authority, thea while so prevented, Lessece's obligaticn to comply with such covenant shall be suspended and Lesses
shall not be liable for damages for failure to comply with such coverants; additionally, this lease shall be extended while Lzssez 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 tzrm in the absence of such drilling or reworking operations or production of oil

cr gas,

r



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 in
payments owed on the Ieased premiscs, then Lessee may redeem the rights of the owner of the soil in the leased premises by paying any mortzage, taxes or other |j
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 !h;m

reatal 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 abaove
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 paig 1p 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 ofYhe 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 Office a written statement which explaing the
discrepancy betweza 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 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 recsive as a royalty on the gross production
allocable to the undivided interest not leased an amount less than the value of one-sixteeath (1/16) of such gross. production.

(B) REDUCTION OF PAYMENTS. If, during the primary term, a portion of the land coverzd by this lease is included within the boundaries
of a pooled unit that has beea approved by the School Land Board and the owner of the soil in accordancs with Namural Resources Code Sections S2.151-52.154, or
if, at any time after the expiration of the primary term or the extended term, this lease covers a lesser number of acres than the total amount described herein,
payments that are made on a per acre basis hereunder shall be reducsd according o 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 upen the number of acTes outside the
boundaries of a pooled unit, or, if after the expiraticn of the primary term, the number of acres actually refained and cover=d by this lease.

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

without the prior consent of the owner of the soil.

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

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

24, WELL LOCATION LIMIT. No well shall be driiled nearer than two hundred (200) fe=t to any house or bam now on said premises without the

written consent of the owner of the soil. .
2

25. POLLUTION. In developing this area, Lessee shall use the highest degree of care and all proper safeguards to prevent pollution. Without limi‘ting the
foregoing, pollution of coastal wetlands, narural waterways, rivers and impounded water shall be prevented by the uss of contzinment facilities sufficient to prevent
spillage, sespage or ground watsr contaminaticn. In the event of pollution, Lessee shall use all means at its disposal to recagture all escaged hydrocarbons or other
poilutant and shall be responsivic for all damage to public and privats properties.. Lessee shall build and maintain fences around its slush, sump, and drainage pits
and tank batteries 50 as to prote<t livestock against loss, damage or injury; and upon completion or abandonment of any well or wells, Lesses shall fill and level all
slush pits and c<llars and completely clean up the drilling site of all rubtish thereon. Lessee shall, while conducting operations on the leased premises, kesp said
premises free of all rubbish, cans, boules, paper cups or garbage, and upon completion of operations shall restore the surface of the land to as near its original

condition and contours as is practicable. Tanks and equipment will be kept painted and preseatable. 4

e ee26. REMOVAL OF EQUIPMENT. Subject to limitations in this paragraph, Lesses shall have the right to remove machinery and fixtures placsd by
Lzs8eqnthe leased premises, including the right 1o draw and remove casing, within one hundred twenty (120) days after the expiration or the terminaticn of this
lease unless the owner of the soil grants Lesses an extension of this 120-day period. However, Lesses may act remove casing from any well capable of producing oil
and®gas *n Qaying quantities. Additionally, Lesses may not draw and remove casing until after thirty (30) days written netics to the Commissioner of the General
Land Qffice and to the owner of the soil. The owner of the soil shall become the owner of any machinery, fixtures, or casing which ars net timely removed by Lesses

under the terms of this paragragh.

L] L]

®**®27. (A) ASSIGNMENTS. Under the conditions contained in this paragraph and Paragraph 29 of this lease, the rights and estates of either party to this
leassamayatic 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 asigns? However, a changs or division in ownership of the land, reatals, or royalties will not enlarge the obligations of Lessee, diminish the rights, privileges
and esfltes of Lessee, impair the effectiveness of any payment made by Lessee or impair the eectiveness of any act perforrned by Lesses. And no change or
divigipp g §wnership of the land, rentals, or royalties shall bind Lesse= for any purpose until thirty (30) days afler the owner of the soil (or his heirs, dcvise:s_, legal
reprefentaries or assigns) fumnishes the Lessee with satisfactory written evidencs of the change in ownership, including the criginal recorded muniments o_futl: (ora
certifjedcply 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
assigAed, reficve and discharge Lessee of all subsequent obligations under this Icase. If this lease is assigned in its entirety as to only part of the acreage, ﬂ3= right and
option to pay rentals shall be apportioned as berween the several owners ratably, according to the arca of each, and failure by one or more of them to pay his share of
the reatal 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 Cffice before the next rental paying date, the entire lease shall terminate for failure to pay the entire rental dus
under Paragraph 3. Every assignes shall succeed to all rights and be subject to all obligations, liabilitics, and penalties owed to the Stats by the original lessce or any

prior assignee of the lease, including any liabilitics to the Stats for unpaid royalties.

(B) ASSIGNMENT LIMITATION. Notwithstanding any provision in Paragraph 27(a), if the owner of the soil acguires this lease in whole or in pait 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 1o the owner of the soil if the assignes is:

(1) ancmines of the owner of the soil; o
(2) acorporation or subsidiary in which the owner of the soil is a principal stockholder cr is an employe= of such a corporation or subsidiarys

(3) a parmership in which the owner of the scil is a partier or is an employss of such a_par:".::s:'.ip;
(4) aprincipal stockholdzr or employes of the corporaticn which is the owner of the sail; True and Correct
. copy of _
Qriginal filed in

(5) a partner or employes in a partmership which is the owner of the soil;
Reeves County

Clerks Office




(6) a fiduciary for the owner of the soil; including but not limited 10 a guardian, trustce, executor, administrator, recsiver, or conservator for th
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 exccute and deliver to the owner of the soft
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 L:
relicved of all subsequent obligations as to acreage swrrendered. If any part of this leasc Is property surreadercd, the delay rental due under this lease shall be reduced
by the proportion that th surrendered acreags bears to the acreage which was covered by this lease immediately prior to such surrender; however, such release will
Dot relicve Lesses of any liabilities which may have accrued under this lease prior to the surrender of such acreage. :

29. FILING OF ASSIGNMENTS AND RELEASES. If all or any part of *his Jeass is assigned or released, such assignment or release must be recorded in
the county whers 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
instumeat 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 leasc 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 beza included in this instrument, including the
statement of the true consideration to be paid for the exscution of this lease and the rights and duties of the parties. Any collat=ral agreements conceming the
development of oil and gas from the leased premises which are not contained in this lease reader this lease mvalid. )

31. FIDUCIARY DUTY. The owner of the soil owes the State a fiduciary duty and must fully disclose any facts affecting the State's interest in the Jeased
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 persona)

interests.

32 FORFEITURE. If Lesses shall fail or refuse to make the payment of any sum within thirty days after it becomes due, or if Lesses or an authorized
ageat should knowingly make any false return or false report conceming production or drilling, or if Lesses shall fail or refuse to drill any offset well or wells in good
faith as required by law and the rules and regulations 2dopted by the Commissioner of the Ceneral Land Offics, or if Lesses should fail wo file reports in the manner
r=quired by law or fail to comply with rules and regulations promulgated by the General Land Office, the Scheol Land Board, or the Railread Commissien, er if
Lesses should refuse the proper authority access to the records pertaining 1o operations, or if Lesses or an authorized ageat should knowingly fail or refuse to give
cerrect information to the proper authority, or knowingly fail or refuse to furnish the General Land Offics a correct log of any well, or if Lesses shall knowingly
violate any of the material provisions of this lease, or if this lease is assigned and the assigament is oot filed in the General Land Office as required by law, the rights
acquired under t5i3 'case shall be subjecs to forfeiture by the Commissicner, and he shall forfeit some when sufficiently informed of the facts which authorizs a
fei feiture, and whe:: [orfeited the area shall again be subject to leasc under the terms of the Relin: ishment Act However, ncthing herein shall be construed as
wziving the automatic termination of this lease by operation of law or by reason of any special lin: ation arising hereunder. Forfeitures may be set aside and this
lease and all rights thercunder reinstated Sefore the rights of ancther intervenc uroa satisfactory evidencs to the Commissioner of the General Land Offics of future
compliance with the provisions of the law and of this lease and the rules and regulations that may be adopted relative hereto. ;

33. LIEN. In accordancs with Texas Natural Resources Code 52,136, the State shall have a first lien vpon all oil and gas produced frem the area covered
by this lease to secure payment of all unpaid royalty and other sums of money that may become due under this lease. By acceptance of this leass, Lesses zrants the
Stats, in addition to the licn provided by Texas Natural Rzsources Code $2.125 and any other applicable starutery lien, an express contractual liea on and sectrity
intzrestin 1 leased minerals in and extracizd from the leased premises, all procesds which may accrue 1o Lessee from the sale of such leased minerals, whether such
proczeds are held by Lessce or by a third party, and all fixturss on and improvements to the leased premises used in connection with the producticn or procsssing of
such leased minerals in order to secure the payment of all royalties or other amounts due or+o beccme due under this lease and to szcure payment of any damages or
lcss that Lessor may suffer by reasen of Lessee's breach of any covenant or condition of this lease, whether express or implied. This lien and security interest indy be
. foracToséd with or without count procsedings in the manner provided ia the Title 1, Chapter 9 of the Texas Business and Commerce Code. Lessez agrees that the

Comtistibner may require Lessce to execute and record such insguments as may be reasonably necsssary to acknowledge, attach or perfect this lien. Lesses hereby
repeetdhdsthat thers are no prior or superior lieas arising from and relating to Lesses's activities upcn the above-described property or from Lesses's acquisition of
this 188&¢. Should the Commissioner at any time detzrmine that this representation is not true, then the Commissioner may declare this lease forfeited as provided
herein®

..C...
ess ¢34, PCOLING. Lessee is hereby granted the right to pool or unitize the royalty interest of the owner of the soil under this lease with any other leaschold
or rﬂingml mterest-forthe exploraticn, 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 #he Commissioner of the General Land Office for the pooling or unitizing of the intzrest of the Statz under this lease pursuant to Texas Narural Resourcss
Cocle &§2.151-52.153. The owner of the soil agrees that the inclusicn of this provision in this leasz satisiies the exccution requirements statzd in Texas Natural

Rzsources Gode 52.152.
fescas

L] .

15. INDEMNITY. Lessee hersby releases and discharges the Stats of Texas aEd the owner of the soil, their officers, employees, parmers, agents,
con¥)&BMA Isubcontractors, guests, invitess, and their respective successors and assigns, of and from all and any actions and causes of action of every nature, or othes
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
activitics of Lesses, its officers, employees, and agents arising out of, incidental to, cr resulting from, the operations of or for Lessez on the leased premises
hercunder, or that may arise out of or be ocsasioned by Lessee's breach of any of the terms or provisions of this Agreement, or by any other negligent or strictly ti;b‘le
act or omission of Lessee. Further, Lesses hereby agress to be liable for, excnerats, indemnify, defead and held harmless the Stats of Texas and the owner of the seil,
their officers, employess and azents, 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 artomneys’ fees and
other legal expeases, including thosc relar=d to environmental hazards, on the leased premises cr in any wzy related to Lessee's failurs to comply with any and all
eavironmental laws; those arising from or in any way relatsd to Lesse='s operations or any cther of Lesses’s activities on the leased premises; those arising from
L=sses’s use of the surfacs of the leased premises; and those that may arise out of or be occasioned by Lesses's breach of any of the terms or provisions of this
Agre=ment or any other act or omission of Lesses, its directors, officers, employess, parmers, agsnts, contrac:ors, subcontracters, gucsts, invitess, and their respective
successors and assigns. Each assignes of this Agreement, or an intersst therein, agrees to be liable for, exorsrate, indemnify, defend and hold harmless the State of
Texas and the owner of the =oil, their 0 ficzrs, employess. and agents in the same manner provided zbove in connection with the activities of Lesses, its aﬁ';c:.":.
cmployees, and agents as described above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF THE INDEMNITY OBLIGATIONS
AND\OR LIABILITIES ASSUMED UNDER THE TERMS OF THIS AGREEMENT SHALL BE WITHOUT LIMITS AND WITHOUT REGARDTO
THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXISTING CONDITIONS), STRICT LIABILITY, OR THE NEGLIGENCE OF ANY PARTY
OR PARTIES (INCLUDING THE NEGLIGENCE OF THE INDEMNIFIED PARTY), WHETHER SUCIH 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 POlIutic; :
any environmental medium, including soil, surface waters, groundwater, sediments, and surface or subsurface strata, ambient air or any other cavironmenta) m; of
in, on, or under, the leased premises, by any waste, pollutant, or contaminant. Lesses shall not bring or permit to remain on the leased premises any asbestog Aty
contining materials, explosives, nxic materials, or sihstancas regulated as hazardous wastes, hazardous materials, hazardous substances (as the term “Hazardo
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 of] and gas
exploration and development operations and stored in the usual manner and quantities. LESSEE’S VIOLATION OF THE FOREGOING PROHIBITION
SHALL CON. 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 CLAINMS, DAMAGES, JUDGMENTS, PENALTIES,
LIABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS® FEES AND COURT COSTS) CAUSED BY OR ARISING OUT OF ma
YIOLATION OF THE FOREGOING PROHIBITION OR (1) THE PRESENCE, RELEASE, OR DISPOSAL OF ANY HAZARDOUS MATERIALS on
UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE'S OCCUPANCY COR CONTROL OF THE LEASED PREMISES. LESSEE SHALL‘
CLEAN UP, REMOVE, REMEDY AND REPAIR ANY SOIL OR GROUND WATER CONTAMINATION AND DAMAGE CAUSED BY THE
PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE’S
OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITH THE REQUIREMENTS OF APPLICABLE LAW. THIS
INDEMNIFICATION AND ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE ACTIONS UNDERTAKEY
PURSUANT TO CERCLA OR ANY OTHER ENYIRONMENTAL LAW OR REGULATION. LESSEE SHALL IMMEDIATELY GIVE THE STATZ OF
TEXAS AND THE OWNER OF THE SOIL WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS PARAGRAPH, UPON
LEARNING OF THE PRESENCE OF ANY HAZARDOQUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY GOVERNMENTAL -
AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBLIGATIONS OF LESSEE
HEREUNDER SHALL SURYIVE 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 a5 the
Rzlinquishment Act, and other applicable stanites and amendments thereto, and if any provisicn in this leaszs does not conform to these stanutes, the starues will
prevail over any nonconforming lease provisions.

338. EXECUTICON. This cil and gas lease must be signed and acknowledged by the Lessee before it is filed of record in the county records and in the
General Land Offics of the State of Texas. Oucs the filing requirements found in Paragraph 39 of this lease have been satisfied, the effectve date of this lease shall
be the date found on Page 1. ’ ‘ . i

39. LEASE FILING. Pursuant to Chapter 9 of the Texas Business and Commercs écdc. this lease must be filed of record in the offics of the County
CIerk.in any county in which all or any part of the leased premises is lecated, and centified copies thereof must be filed in the General Land Office. This leace is not
efTective until a centified copy of this lease (which is made and centified by the County Clerk from his records) is filed in the General Land Offics in accordancs with

Texas Narural Resources Code 52.133. Additionally, this lease shall not be binding upen the Stat= unless it recites the actual and true consideration paid or promised
for execution of this leasz. The bonus due the State and the prescribed filing fes shall accompany such certified copy to the General Land Cffics. ¥

* See Exhibit "A" attached fo ad;;/ional lease provisions.
us& 7)Y/

BY: Clay Johnson
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STATE OF TEXAS

1Y =
BY:
I “Tdividially and as Co-Trustee 8 S B R S b Bt TRt Estate

B - e —
Sesnsn

STATE pF TEXAS STATE OF TEXAS

S Mo 2ab by [ o -

i Individually and as ageat for the State of Texas
Trustee of the Houston and Bma Hill Trust Estate

Jam A. 5@3%00-'1‘{1&@9 &f the o and Bma Hill Trust Estate
K
_—_ True and Correct
o TS\ copy of

[ 1 “ _)rigiﬂ&””%diﬂ
\,__ ./ Reeves County

—” | lrese M~
Clerks Office

Da.:s: e September 14,
SSH-
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STATE OF mﬁ (CORPORATION ACKNOWLEDGMENT)
comntyor___ Y11 dl-aﬂd :
BEFORE ME, the undersigned authority, on this day personally appeared B e
known to me to be the pdrson whose name is subscribed 1o the foregoing instrument, 29— of 5
nd acknowledged to me that he executed the samg -
for the purposes and consideration therein expressed, in the capacity stated, and as the act and de=d of said corporation. :
H

Given under my hand and seal of offfce this the_2. B _day of i@ﬂ‘ _;19%

b .s?N MONICA MARLOWE x : I.,M( 159,
"é"‘%ﬁ \ NOTARY PUBLIC, §'on Publicinand for

STATE OF TEAS : -,L.g.}s“ {1"’ . State:E of 1;.6?0?96 (ROBEZSRATIOXACKNOWLEDGMENT) !
b \\?!."\ Omm. xp'

COUNTYOF__TARRANT e b S G %\

BEFORE ME, the undersigned authority, on this day personally appeared Jamn A. Stasky S

known to me to be the person whose name is subscribed to the foregoing instrument, as QD—'H‘LE& of

the Houston and B Hill Trust Estate __and acknowledged to me that he executed the same
for the purposes and consideration therein expressed, in the capacity statzd, and as the act and de=d of said socoppies  Trust. |

Given under my hand god seal of offics this the___ 1 4t Naayor_Septemgen 1698 . -
SHEILA D. RICHARDS = .
£ R:tary Public, Stats of Texas

¥ Commissicn Expires June 27, | Notary Publicinand or_ 1 @7Ta@nt County, Texas

STATE CF TEXAS (DNDIVIDUAL ACKNOWLECGMENT)

COUNTY OF TARRANT

Before me, the undersigned autherity, on this day personally appearsd_ Virginia Glenn Hi1l Iattinore, Individall i
Hill Trust Estate

—as Co-Trustee of the Houston and Fura Hi
knowg? g 1o be the perscns whose names are subscribed to the foregoing instrument, and acknowledged to me that they exzcuted the same for the purposes and

considersion therein expressed.

LELN]
'u.dvcnundc:myhandands:a.[ofofﬁccthisthc LSS Al &1 day of r—\‘:.ppni-pmhpr (\ . 19 gg -
Ty AN SHEI ‘
L ((‘7:’1?)‘ ";‘WL;;N?QSJE%E:?;S Nowry Publicinandfor__Tarrant County, Texas
L] i . pom

IR - e s ]

STATEOF__TEXAS ) (INDIVIDUAL ACKNOWLEDGMENT)
.....:

couquf TARRANT
™ James Rokert Hill, Individumlly and as

*  Hefore me, the undersigned authority, on this day personally appeared
Co-Tristes Of the Houston and Fima Hill Trust fstate

T f F and
known to me to be the persons whose names ars subscribed (o the foregoing instrument, and acknowledged to me that they exccuted the same for the purposss
consideration therein expressed.

Given under my hand and seal of office this the 11th day of ~aeptember . - - S

~

Notary Putlicinand for 1@TTrant County, Texas

ztvre Public, State of Texas

¢ Eommicsion Ecires June 27 TEaOO |

{?’;ﬁj}} L SHEILA D, RICHARDS

—_ True and Correet
/—-x:-. copy of
(¢ 7)*)  Original 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 betwgen 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. - i
s t »
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
...d'n.writing if fresh water is encountered during drilling, or if a fresh water formation is penetrated.
. od
Sv*seessee further agrees to maintain all drill sites and other portions of the surface used or occupied by Lessee, its successors or
** asbigns, free and clear of weeds and noxious vegetation and will maintain the same in a reasonable manner to prevent additional
.damage to the owner of the soil’s other land and crops.

9. ljpon written demand by the owner of the soil, Lessee shall build and maintain fences around its slush, sump and drainage pits
*2**38d 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.

....0.

1. L%.ssee further agrees that in the event of a dry hole or production from a well which production ceases and the abandonment of

. us!ch 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 anv such document.

CERTIFIED TRUE AND CORRECT COPY CERTIF]CAE

STATE OF TEXAS FILE NO.
COUNTY OF REEVES FILED: 11/579

The above and foregoing-s a full, true and carrect photographic copy of the
original recard now in my law!ui custody and possessnon as {he same is
filed re O ER KR 1 T SO R e X MR DK BOR X X X X
pWTO BE RECORDED IN THE

UBLIC RECORDS
OFFICIALl hELby cerliied on _ “11/5/98

‘\n Gats a,
g’ ¢ i% DIANNE 0. COUNTY CLERK
‘;« iR ES‘DQ Y, TE
“ .-:' /
N T DEPUTY

T,

A rgtnia “Palomino

True and Correct
copy of
Original filed in
Reeves County
Clerks Office
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General Land Office 5
Relinquishmar Act Lesse Form. . -
Revised, September 1997

‘ OIL AND GAS LEASE
THIS AGREEMENT i tered intq this 19 dayof  Auqustis 98,b¢twem-ﬂ:=5u.u=of‘rc::s,lc:in d i
agee___ Hill Investments, Leds - R
of R
P.0. Box 1568, Cedar Park, TeXas /8613 said agent
(Give Permanent Address) .
herein referred to as the owner of the soil (whether one or more), md__Clax_.loh.nson
203 W, Well., Snite 800 of
Midland, Texas 79701
(Give Permanent Address)
hereinafter called Lesses.

1. GRANTING CLAUSE. For and in consideration of the amounts stated below and of the covenants and agreements 0 be paid, kept and performed by
Lzssee under this lease, the State of Texas acting by and through the owner of the soil, bereby grants, leases and lets unto Lasses, for the sole and only purposs of
prospecting and drilling for and producing oil and gas, laying pipe lines, building tanks, storing oil and building power staticns, telephone lines and other stuctures
thereon, 1o produce, save, take care of, treat and transport said products of the lease, the following lands situated in Reeves Counry, State
of Texas, to-wit: :

The South 360 acres of Section 30, Block 55, Township 5,
T&P Ry. Co. Survey.

congtyigs 360 acres, more or less. The bonus consideration paid for this lexse is 3 follows:
i, To the Stz of Texas:___One Hundred Eighty-seven and 50/100-=--——-——————e————-
3 Doilars (S 187.850 )
LT To the ownerof the soil:___One Hundred Eighty-seven and 50/100-———-=———c—e———-—--
sheu Dollars (S 187.50 )
.:...: Teral bonus consideration: Three HundrEd Seventv—five and NO/lOO ______________
. Dollars (S 375.00 )
THeS84! Sonus consideration paid represeass abonus o Fifty and No/100--------omm oo oo oo e o
. Doilars (S 50.00 ) peracs,0n0 _ 7§ netaces.
esseee
2 TERM. Subjest to the other provisions in this lease, this lease shall be for a tzrm of Five (5) years from this datz

(herein called “primary term™) and as long thereafter as oil and gas, or sither of them, is produced in paying quantities Tom said land.
As used in this lease, the term "producsd in paying quantices” means that the recsipts Som the sale or other authorized commercial use of the substancs(s) cover=d
exczzd out of pockst operational exgenses for the six menths last past.

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

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

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




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

(A) OIL. Royalty payable on oil, which is defined as including all hydrocarbens producsd in a liquid form at the mouth of the well and al5q as al)

condensate, distillaze, ald other liquid hydrocarbons recoversd Som oil or gas rua through a separator or other equipment, as herzinafter provided, shall be
3/16 part of the gross production or the market value thereof, at the opticn of the owner of the soil or the Commissioner of the

General Land Offics, such value o be determined by 1) the highest posied price, plus premium, if any, offered or paid for oil, condensate, distillate, or other liquid
hydrocarbons, respectively, of a like type and gravity in the genesal arca where produced and whea nim, or 2) the highest markst prics thereof offersd or paid in e
general area where produced and when run, or 3) the gross procssds of the sale thereof, whichever is the greater, Lesses agress that befors any gas producsd from the
leased premises is sold, used or processed in a plant, it will be run free of cost w the royaity owners through an adequats oil and gas separator of conventiona] type, or
other equipment at least as efficient, so that all liquid hydrccarbons recoverable from the gas by such means will be recoversd. The requirement that such 83s be
through a separator or other equipment may be waived in writing by the royalty owners upcn 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, producsd Som any well on said land (excspt as provided herein with respect to gas processed in a plant for the exwraction of
gasoline, liquid hydrocarbons or other products) shail be 3/16 part of the gross production or the market value ther=of, at the option of the
owner of the soil or the Commissioner of the General Land Offics, such value to be based on the highest markst price paid or offer=d for gas of comparable quality in
the geacral area where produced and whea run, or the gross prics paid or offered to the producsr, whichever is the greater; provided that the maximum pressure base
in measuring the gas under this lease shall not at any time exceed 14.65 pounds per squars inch absolute, and the standard base temperaturs shall be sixty (60)
degrees Fahrenheit, correction to be made for pressure according to Boyle's Law, and for specific gravity according o tests made by the Balance Method or by the
mest approved method of testing being used by the industry at the time of testing.

PROCESSED GAS. Royalty on any gas processed in a gasoline plant or other plant for the recovery of gasoline or other liquid hydrocarbons
shall be 3/16 part of the residue gas and the liquid hydrocarbons exwracied or the market value thereof, at the opticn of the
owner of the soil or the Commissicner of the General Land Offics. All royalties due hersin shall be based on one hundrsd percent (100%) of the total plant
production of residue gas attributable 10 zas producsd from this lease, and on filty percent (50%%), or that percent acsruing to Lesses, whichever is the greater, of the
total plant production of liquid hydrocarbons amributable to the gas produced from this lease; provided that if liquid hydrocarbons are recoversd fom gas procassed
in a plant in which Lzssee (or its parent, subsidiary or affiliate) owns an interesy, then the perceatags applicable o liquid hydrocarbons shull e ffty perceat (50%) er
the highest persent acsruing o a third party procsssing gas through such plant under a precessing agrssment aegotazed at arm's leagth (or if thers is‘no such third
paryy, e highest percent then being specified in procsssing agrsements or contracts in the industry), whichever is the Feasern The respective royalties on rzsidue gas

{ o0 l.iquid hydrocarbons shall be determined by 1) the highest markst price paid or offzr=d for any gas (or liquid hydrccartons) ofcampar.ﬂ.:ie quality inthe
gcn:r:ﬂ area, or 2) the gross price paid or ofzr=d Jor such residue gas (or the weighted average zross selling price for the respective grades of liquid hydrocarbons),
wialch§Pas is the greater. In no event, however, shall the royalties payable under this paragraph 5¢ less than the royalties which would have beza due had the 3as not
bech®rodissed.

L]

o **?, (D) OTHER PRODUCTS. Royalty on carbon black, sulphur or any other precucts producsd or manufactur=d Som gas (excspting liquid hymcl:.r‘:ons)
whesessaid gas be “casinghead,” "dry,” or any ather 3as, by fractionating, buming or any other processing shall se 3/16 partaf the
gross amduc:icn of such praducts, or the markst value thereof, at the option of the owner of the soil or the Commissicner of the General Land Orfice, such marke:
VAR B detzmmined as foilows: 1) on the basis of the highest marker prics of each product for the same month in which such product is producsd, or 2) pn tie
basigof the average gross sale prics of sach product for the same month in which such preducts ars produced; whichever is the greater. ¢

. .
o0 5. MINIMUM ROYALTY. During any vear after the expiration of the primary ierm of this lease, if this lease is maintained by production, the royalties
paid undgs this lease in no event shall be less than an amount equal to the total annual delay rental hersin provided; othervise, there shail e due :fnd payahle onor
bﬂ}mg!asl day of the month succeeding the anniversary date of this lease a sum 2qual o the towl annual reneal less the amount of royalties paid during the

precading year. [fParspraphS-of this-teascdoesnotspesifyrdelay-rental-ameunt—them lor the purposes of this paragraph, the delay renwal amount shall be one
dollar (S1.00) zer acre.

6. ROYALTY IN KIND. Nerwithstanding any other provision in this lease, at any time or fom time to time, the owner of the soil or the (-Iammissmr"-cr
of the Geaeral Land Offics may, at the cption of sither, upon not less than sixty (60) days notics to the holder of the lease, require that the payment of any .-oy:ut:s:
accruing to such royalty owner under this lease be made in kind. The owner of the soil's or the Commissicner of the General Land Office's right to taks its -'?)"-‘-“_7 in
kind shall net diminish or negate the owner of the soil's or the Commissioner of the General Land Office's rights or Lesses's obligations, whether express of implied.
under this lease.

7. NO DEDUCTIONS. Lesses agress that all royalties accruing under this lease (including thoss paid in kind) shall be without deduction for the cost of
producing, gathering, stering, separating, treating, dehydrating, compressing, procsssing, Tansporting, and otherwise making the oil, gas and other producs
herzunder ready for sale or use. Lesses agress to compute and pay royalties on the zross value recsived, including any reimbursements for severancs taxes 2d
preduction related costs,

8. PLANT FUEL AND RECYCLED GAS. No rovalry shall be payable on any 3as 1s may represent this lease's proporionats shars of any fuel used '1’_“‘&
process 2as procuced hereunder in any procassing plant Notwithstanding any other provision of this lease, and subject to the wrinan consent of the awner of 1930
and the Commissioner of the General Land Ofics, Lesse= may recvcle 2as for 3as YR purzoses on the leased premises or for injection into any oil or gas produsing

. . x : . 5 camyelad 228
formaticn underiving the leased premises ater the licuid hydrocarbons contained in the 325 3ave Sesn removed; no royalties shall be yayakle on the recycied 2
until it is produczd and sold or used by Lesses in 3 manner which entitles the royalty ownes 10 3 royalty under this lease.
9. ROYALTY PAYMENTS AND REPCRTS. All rovalti=s net takan in kind shall te paid to the Commissicner of the General Land Offics ar Austi.
Texas, in the foilowing mannes:
. 2 i ‘ . T T T (e e L Liks i [= on oil is Su&
Payment af rovalty on preduction of oil and gas shall te as provided in the rules se Registzr. Rules curmzatly provide that i and
valry E 4 e ot e is duc an
and must be reczived in the General Land Offics on or belore the Sth day of the secsr } =ding the monath of production, and rovaity on 228 ol . oF o
must be received in the General Land Offics on or before the 15th day of the second month sucsszding the month of production, accompanied by the afica?l

owmer, managsr or other autherized agent, compicted in the form and manner pre

sibed 5v the General Land Offics and showing the zross amount and 6if
: = = il n
all il and gas producsd and the marke: value of the cil and gas. tcgether withac

v of ail documents, recorcs or repors oniimming the zross productio




-

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 poals and gas lines or gas storage, and any other reports or records which the General Land Office may require to verify the gross production, 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 shajy =
accompanied by a check stub, schedule, summary or other remittance advice showing by the assigned General Land Office lease number the amount of royalty bein
paid on each lease. If Lessee pays his royalty on or before thirty (30) days after the royalty paymeat was due, then Lessec owes 2 penalty of 5% on the royalty of .
5$25.00, whichever is greater. A royalty payment which is over thirty (30) days late shall accrue a penalty of 10% of the royalty due or 525.00 whichever is greater
In addition to a penalty, royaltics shall accrue interest at a rate of 12% per year; such interest will begin accruing when the royalty is sixty (60) days overdue.
Affidavits and supporting documents which are not filed when due shall incur a penalty in an amount set by the General Land Offics administrative rule which is
effective on the date when ie 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 (o 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 disputs as to the State’s portion of
the royalty or to that portion of the royalty in dispute as to fair market value. . -

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually 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 contracts within thirty (30) days after entering into or making such contracts,
agreements or amendments. Such contracts and agreements when reccived by the General Land Office shall be 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, reczipts and discharges of all wells, tanks, pools, meters, and pipelines shall at all times be subject to inspection and
examination by the Commissioner of the General Land Office, the Altorney General, the Govemor, or the representative of any of them. 2

(B) PERMITS, DRILLING RECORDS. Written notice of all operations on this lease shall be submitied to the Commissioner of the General
Land Office by Lesses or operator five (5) days before spud date, workover, re-entry, temporary abandonment or plug and abandonment of any well or wells, Such
written notice to the General Land Office shall include copies of Railroad Commission forms for application to drill. Copies of well tests, completion reports and
plugging reports shall be supplied to the General Land Office at the time they are filed with the Texas Railroad Commission. All applications, permits, reports or
other filings that reference this lease or any specific well on the leased premises and that are submitted to the Texas Railroad Commission or any other governmental
agency shall include the word "State” in the title. Additionally, in accordance with Railroad Commission rules, any signage on the leased premises for the purpose of
identifying wells, tank barteries or other associated improvements to the land must also include the word *State.” Lessee shall supply the Geaeral Land Office with
any records, memeranda, 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.

e e (C) PENALTIES. Lessee shall incur a penalty whenever reports, documents or other materials are not filed in the General Land Office when
due. The ?;cnalty 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 Genéral
Land Utlits. L

LA L

* 11. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, during the primary term hereof and pricr to discovery and production
of ojI*%* %45 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 pr
gas fretrpthe leased premises such production thereof should cease from any cause, this lease shall not terminate if on or before the expiration of sixty (60) days'from
dau.-.. gf. completion of said dry hole or cessation of production Lessce commences additional drilling or reworking operations thercon, or pays or tenders the next R
annuasl cha_( 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 ; A
completed and abandoned, or the production of oil or gas should cease for any cause, Lesse<™s rights shall remain in full force and effect without further operations,
until the expiration of the primary term; and if Lessee has not resumed production in paying quantities at the expiration of the primary term, Lesses may maintain this
lease Y thducting additional drilling or reworking operations pursuant to Paragraph 13, using the expiration of the primary term as the date of cessation of
productionunder 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
prifiy23n hereof, Lessce may resume payment of the annual reatal in the same manner as provided herein on or before the reatal 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 Lesse= is then engaged in drilling or reworking operations thercon, this lease shall remain in forcs 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 Lesses commences additional drilling or reworking operations within sixty (60) days
after such cessation, and this lease shall remain in full force and effect for so long as such operations continue in good faith and in workmanlike manner without
interruptions totaling more than sixty (60) days. If such drilling or reworking operations result in the production of oil or gas, the lease shall remain in full force and
effect for so long as oil or gas is produced from the leased premises in paying quantities or payment of shut-in oil or gas well royalties or payment of compensatory
royalties is made as provided herein or as provided by law. If the drilling or reworking operations result in the completion of a well as a dry hole, the lease will not
terminate if the Lessee commences 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 5o 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 haViﬂ_B
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 quantities.

ermeuni—then 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 royalty



must be paid on or before: (1) the expiration of the primary term, (2) 60 days after the Lessee ceases to produce oil or gas from the leased premises, or (3) 60 days
after Lessee completes a drilling or reworking operation in 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 to be —-
a producing lease and the payment shall extend the term of the lease for a period of one year from the end of the primary term, or from the first day of the month
following the month in which production ceased, and, after that, if no suitable production facilities or suitable market for the oil or gas exists, 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.

18. congxsnoav ROYALTIES. If, during the period the lease is kept in effect by paymeat of the shut-in oil or gas royalty, oil or gas is sold 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 1o 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 Lesses may maintain the lease for four more successive years by Lessee paying compensatory
royalty at the royalty ratc 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 menth in which the oil or gas is
produced from the well causing the drainage or that is completed in the same producing reservoir and located within one thousand (1,000) fect of the leased premises.
If the compensatory royalty paid in amy 12-month period is in an amount less than the annual shut-in oil or gas royalty, Lessee shall pay an amount equal to the
difference within thirty (30) days from the end of the 12-month period. Compensatory royalty payments which are not timely paid will accrue penalty and interest in
accordance with Paragraph 9 of this lease. None of 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, afler 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 leasc 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 2 well upon which Lessee is then engaged in
continuous drilling or reworking operations, or (2) the number of acres included in a producing pooled unit pursuant to Texas Natural Resources Code  52.151-
52.153, or (3) such greater or lesser number of acres as may then be allocated for production purposes to a proration unit for each such producing well under the rules
and regulations of the Railroad Commission of Texas, or any successor agency, or other governmental anthority having jurisdiction. If at any time after the effective
date of Je partial termination provisions hereof, the applicable field rules are changed or the well or wells located thereon are reclassified so that less acreage is
thete#er Allocated to said well or wells for production purposes, this lease shall thercupon terminate as to all acreage not thereafter allocated to said well or wells for
production purposes. Notwithstanding the termination of this lease as to a portion of the lands covered hereby, Lesses shall acvertheless continue to have the right of
ing'cs.sto =nd 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
rtm::%d' I.and.s and for the gathering or transportation of cil, gas and other mincrals preduced from the retained lands, &, ;

. L] 2 ¥
**** (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
terpjnals §s to all depths below 100 fect below the total depth drilled (hereinafter "decper depths”) in each well located on acreage retained in Paragraph 16 (A)
above, unfess on or before two (2) years after the primary or extended term Lessee pays an amount equal to one-half (1/2) of the bonus originally paid as
consideration for this lease (as specified on page 1 hereof). If such amount is paid, this lease shall be in force and effect as to such deeper depths, and said
te”.“i".“ﬁc’: 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

covased by this lease.

-

*2***JC) 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 lcase as provided herein, Lessee shall execute and record a release or releases containing a satisfactory legal description of the acreage and/or
depths not retained hereunder. The recorded release, or a certified copy of same, shall be filed in the General Land Office, accompanied by the filing fee prescribed
by the General Land Office rules in effect on the date the release is filed. If Lessee fails or refises 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 1o 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 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, 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 to a depth necessary to prevent undue drainage of oil and gas from the leased premises. In
addition, if oil and/or gas should be produced in commercial quantities within 1,000 feet of the leased premises, or in any case where the leased premises is being
drained by production of oil or gas, the Lessee, sublessee, receiver or other agent in control of the leased premises shall in good faith begin the drilling of a well or
wells upon the leased premises within 100 days after the draining well or wells or the well or wells completed within 1,000 feet of the leased premises start producing
in commercial quantities and shall prosecute such drilling with diligence. Failure to satisfy the statutory offset obligation may subject this lease and the owner of the
soil's agency rights to forfeiture. Only upon the determination of the Commissioner of the General Land Office and with his wrinten 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 cffort, 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 Lessee
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 Jom the leased premises. However, nothing in this paragraph shall suspend the
payment of delay rentals in order to maintain this lease in effect during the primary term in the absence of such drilling or reworking operations or production of oil

or gas.



4 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 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 hjs interest bears to the entire undivided surface estate and the royalties and rental herein provided to be paid to the Commissioner of the
General Land Office of the State of Texas shall be likewise proportionately reduced. However, before Lessee adjusts the royalty or rental due to the Commissioner of
the General Land Office, Lesses or his authorized representative must submit to the Commissioner of the General Land Office a written statement which explains the
discrepancy between the interest purportedly leased under this lease and the actual interest owned by the owner of the soil. The Commissioner of the General Lang
Office shall be paid the value of the whole production allocable to any undivided interest not covered by a lease, less the proportionate development and production
cost allocable to such undivided interest. However, in no 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-sixieenth (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,
paymenits that are made on a per ace 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 upen 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. Lessec 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. f

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

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

writign ggnsent of the owner of the soil. .
e o » 4
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sqen 25. POLLUTION. In developing this area, Lessce shall use the highest degree of care and all proper safeguards to prevent pollution. Without limiting the
foro;o.mg. gollution of coastal wetlands, natural waterways, rivers and impounded water shall be prevented by the use of containment facilities sufficient to prevent
spillage, secpage or ground watr 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 responsibie for all damage to public and private properties.. Lessee shall build and maintain fences around its slush, sump, and drainage pits
ande B Batteries so as to protect livestock against loss, damage or injury; and upon completion or abandonment of any well or wells, Lessee sha!l fill and level all
slush’#ils®and cellars and completely clean up the drilling site of all rubbish thereon. Lessee shall, while conducting operations on the leased premises, keep said
pregusss §&¢ 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
condhion #hd contours as is practicable. Tanks and equipment will be kept painted and presentable. i

[ ] ’ .
eoeee 6. REMOVAL OF EQUIPMENT. Subject to limitations in this paragraph, Lessce shall have the right to remove machinery and fixtures placed by:

Lessee on the leased premises, including the right to draw and remove casing, within one hundred twenty (120) days after the expiration or the termination of this
lease unless the owner of the soil grants Lesses an extension of this 120-day period. However, Lessee may not remove casing from any well capable of producing oil
and'$a5 11 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, devisces, legal representatives, successors
and assigns. However, a change or division in ownership of the land, rentals, or royalties will not enlarge the obligations of Lessee, diminish the rights, privileges
and estates of Lessee, impair the effectiveness of any payment made by Lessee or impair the effectiveness of any act perforrned by Lesses. And no change or
division in ownership of the land, rentals, or royalties shall bind Lessee for any purpose until thirty (30) days after the owner of the soil (or his heirs, devisees, legal
representatives or assigns) fumnishes 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 Lessee of all subsequent obligations under this lease. If this lease is assigned in its entirety as to only part of the acreage, the right and
option to pay rentals shall be apportioned as between the several owners ratably, according to the arca of each, and failure by one or more of them to pay his share of
the rental shall not affect this lease on the part of the land upon which pro rata rentals arc 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 terminats 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 liabilitics to the State for unpaid royalties.

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

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

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

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

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

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

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

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

interests.

32. FORFEITURE. If Lessee shall fail or refuse to make the payment of any sum within thirty days after it becomes due, or if Lessee or an authorized
agent should knowingly make any false return or false report conceming production or drilling, 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 to file reports in the manner
required by law or fail to comply with rules and regulations promulgated by the General Land Office, the School Land Board, or the Railroad Commission, or if
Lessee should refuse the proper authority access to the records pertaining to operations, or if Lessee or an authorized agent should knowingly fail or refude to give
correct information to the proper authority, or knowingly fail or refuse to fumnish 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 Officz as required by law, the rights
acquired under this lease shall be subject to forfeiture by the Commissioner, and he shall forfeit same when sufficiently informed of the facts which authorize a
forfeiture, and when forfeited the area shall again be subject to lease under the terms of the Relinquishment Act. However, nothing herein shall be construed as
waiying $ic automatic termination of this lease by operation of law or by rcason of any special limitation arising hereunder. Forfeitures may be sct aside and this
lealq 2q4 Al rights thereunder reinstated before the rights of another intervene upon satisfactory evidence to the Commissioner of the General Land Office of furufe
comp|jgnge with the provisions of the law and of this lease and the rules and regulations that may be adopted relative hereto. '
L] LI

L]

*” 33, LIEN. In accordance with Texas Natural Resources Code 52.136, the State shall have a first lien npon all oil and gas produced from the area covered
by this lease to secure payment of all unpaid royalty and other sums of money that may become due under this lease, By acceptance of this e2se, Lessee grants the
Slx:‘.'u'u 2ddition to the lien provided by Texas Natural Resources Code 52.136 and any other applicable statutory lien, an express contractual lien on and security
inte23"R 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
pracssdsade 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
suclfleased 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 tfat Lessor may suffer by reason of Lessee's breach of any covenant or condition of this lease, whether express or implied. This lien and security interest may be
forgglpgegawith or without court proceedings in the manner provided in the Title 1, Chapter 9 of the Texas Business and Commerce Code. Lessee agrees that the
Contmissiéner may require Lessee to executs and record such instruments as may be reasonably necessary to acknowledge, attach or perfect this lien. Lessee hereby
rcp.ri.cggg.ha: there are no prior or superior liens arising from and relating to Lesses's activitics upon the above-described property or from Lessee's acquisition of
this #ease. sShould the Commissioner at any time determine that this representation is not true, thea the Commissioner may declare this lease forfeited as provided

herein.

34. POOLING. Lessee is hereby granted the right to pool or unitize the royalty interest of the owner of the soil under this lease with any other leaschold
or mineral interest for the exploration, development and production of oil or gas or 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 Narural 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. Lessce hereby releases and discharges the State of Texas aEd the owner of the soil, their officers, employees, parmers, agents,
contractors, subcontractors, guests, invitees, and their respective successors and assigns, of and from all and any actions and causes of action of every nature, or other
harm, including environmental harm, for which recovery of damages is sought, including, but not limited to, all losses and expenses which are caused by the
activities of Lessee, its officers, employees, and agents arising out of, incidental to, or resulting from, the operations of or for Lesses 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 Agresment, 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 sail,
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 2ny 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 zny other of Lzsses'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, 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, excnerate, indemnify, defend and hold harmless the State of
Texas and the owner of the soil, their officzrs, 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 REGARDTO
THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXISTING CONDITIONS), STRICT LIABILITY, OR THE NEGLIGENCE OF ANY PARTY
OR PARTIES (INCLUDING THE NEGLIGENCE OF THE INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE BE SOLE, JOINT,

CONCURRENT, ACTIVE, OR PASSIVE.



36. ENVIRONMENTAL HAZARDS. Lessee shall use the highest degree of care and all reasonable safeguards to prevent contamination or pollution of
any environmental medium, including soil, surface waters, groundwater, sediments, and surface or subsurface strata, ambient air or any other environmenta] medium -
in, on, or under, the leased premises, by any waste, pollutant, or contaminant. Lessee shall not bring or permit to remain on the leased premises any asbestosg
containing materials, explosives, toxic materials, or substances regulated as hazardous wastes, hazardous materials, hazardous substances (as the term “Hazardous
Substance” is defined in the Comprehensive Environmental Response, Compensation and Liability Act (CERCLA), 42 U.S.C. Sections 9601, et seq.), or toxic
substances under any federal, state, or local law or regulation (“Hazardous Materials™), except ordinary products commonly used in connection with oil and gas
exploration and development operations and stored in the usual manner and quantities. LESSEE’S VIOLATION OF THE FOREGOING PROHIBITION
SHALL CONSTITUTBWM 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 (1) A
VIOLATION OF THE FOREGOING PROHIBITION OR (II) THE PRESENCE, RELEASE, OR DISPOSAL OF ANY HAZARDOUS MATERIALS ON,
UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OR CONTROL OF THE LEASED PREMISES. LESSEE SHALL
CLEAN UP, REMOVE, REMEDY AND REPAIR ANY SOIL OR GROUND WATER CONTAMINATION AND DAMAGE CAUSED BY THE
PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE’S
OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITH THE REQUIREMENTS OF APPLICABLE LAW. THIS
INDEMNIFICATION AND ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE ACTIONS UNDERTAKEN
PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IMMEDIATELY GIVE THE STATE OF
TEXAS AND THE OWNER OF THE SOIL WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS PARAGRAPH, UPON
LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY GOVERNMENTAL -
AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBLIGATIONS OF LESSEE
HEREUNDER SHALL SURVIVE THE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF THIS AGREEMENT.

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

prevail over any nonconforming lease provisions.

38. EXECUTION. This oil and gas lease must be signed and acknowledged by the Lessee before it is filed of record in the county records and in the
General Land Offics of the State of Texas. Oucs the filing requirements found in Paragraph 39 of this lease have been satisficd, 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
effegtivauntil a cenified copy of this lease (which is made and certified by the County Clerk from his records) is filed in the General Land Office in accordance with
Te%a? batural Resources Code 52.183. Additionally, this lease shall not be binding upon the State unless it recites the actual and wrue consideration paid or promised
for gyegytion of this lease. The bonus due the State and the prescribed filing fes shall accompany such certified copy to the General Land Office. e

‘e’ & see Exhibit “A“A/tjched;r Additional Provisions
Ld -_—
YT

“eees LE.SSEE7
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STATE O}AS STATE OF TEXAS
l/ BY: /// BY: o ey
Individually and as agent for the State of Texas

Individually and-as agtfit for the Statf of Texas L
AlanSEP 21311@9 President of Casody Enterprises, L.C., Gene er of
Date: 8 Hill Investments, Ltd. Due: . Tax ID#

STATE OF TEXAS STATE OF TEXAS

BY: BY:

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

Date:

Py True and Correct
S A\ NG copy of
N Original filed in
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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

mdach:awlcdg:dhmellmh:aemdmgnm .
for the purposes mdcons:dmon:haeinapmud.m:heupunqrmd.mduthcnmddudofmdmpom

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

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

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

and acknowledged to me that he mcun:d the same
for the purposes and consideration therein expressed, in the capacity stated, and as the act and deed of said corpor:mon.

Given under my hand and seal of office this the day of , 19
L7 e, Notary Public in and for
. od
LEL N ]
.... L]
STATE OF TEXAS (INDIVIDUAL ACKNOWLEDGMENT)

cotm'an (WY 2 me%)[ o

“”‘ﬁcforc me, the undersigned authority, on this day personally appearsd__Alan M. Hill, President of CaSOdY
r of Hill Tnvestments. Ltd.
known to me 10 be the persons whose names are subscribed to the foregoing instrument, and acknowledged to me that they executed the same for the purposes a.nd
com:ium.nn therein expressed.

.....Pivcn under my hand and seal of office this the ,;93 day of g:i‘z‘_{TI" - l9olg)
.

Notary Public in and for

-/
(INDIVIDUAL ACKNOWLEDGMENT)

Before me, the undersigned authority, on this day personally appeared cga/(?‘ Q WY]

Xnown 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 officz this the 2 g day of SOD* W q %

'M 1 -
e~
Notary Public in and for W

A TSP i g

Ao MONICA MARLOWE |
@f \,*« NOTARY PUBLIC
AN o)  State of Texas
5i<s%  Comm. Exp. 10-30-99

cre

True and Eorrast
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“EXHIBIT A”

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

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

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

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

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

5. Lessee may use no more of the surface of the leased premises than is reasonably necessary to use for the purpose of which this
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, Jiis further agreed that Lessee, its successors and assigns, shall not erect any buildings or houses on the leased premises and that
* o * aufly those structures which are reasonably necessary for production facilities or tank batteries shall be erected on the surface of
s osthe leased premises.
L] . @
. L
7. * Notwithstanding any other provisions of this lease to the contrary, it is expressly understood and agreed that Lessee will not
"';fallute 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.
...0..
- -
8.. Lessee further agrees to maintain all drill sites and other portions of the surface used or occupied by Lessee, its successors or
aseigns, free and clear of weeds and noxious vegetation and will maintain the same in a reasonable manner to prevent additional

- "c!a;mage to the owner of the soil’s other land and crops.

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

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

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

CERTIFIED TRUE AND CORRECT COPY CERTIFIC&

STATE OF TEXAS ~F1 NO. v

COUNTY OF REEVES LE 50

The above and foregoing is a E}‘rue and corre! pshozagrapmc copy of the
orlgma\ record now in my lawful custody and possession, as the same is

ERKEALR .~.¢.o PSS R R RO RO R R XXX

XX O BE RECORDED IN THE
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Original filed in
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General Land Office
Relinquishmnt Act Lease Form
Revised, September 1997

A
Keenom ‘% VL AT Ghs SR

THIS AGREEMENT is made and dinothis 19 dayor_ Auqustis_98 betwu:n-thcsme.of'l'acn.t:in through §
agent__Dorothy Jean ﬁr]:]:', Ihdividually and as Trustee oF the Thomas Hill Putf AT et

Nancy Puff Jones Tru =
_1320 Take Street, Fort Worth, Texas 76102 said agear
(Give Permaneat Address) "
herein referred to as the owner of the soil (whetheroncormere), and___Clay Johnson
203 W, Wall, Sunite 800 of
Midland, Texas 79701
(Give Permanent Address)

hereinafter called Lesse=.

1. GRANTING CLAUSE. For and in consideration of the amounts stazed below and of the covenants and agreements 10 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 purpase of
prospecting and drilling for and producing oil and zas, laying pipe lines, building tanks, storing oil and building power stations, telephone lines and other souctures
thereon, to produce, save, take care of, treat and Tansport said product of the lease, the following lands situated in Reeves County, State
of Texas, to-wit :

The South 360 acres of Section 30, Block 55, Township 5,
T&P Ry. Co. Survey.

. o8
LELE BN
. LN 3
conuéing® 360 acres, mere or less. The bonus consideration paid for this lease is 2s follows:
LT To the Starz of Texas:____Two_Thousand Sixty-two and 50/100
seee Deollars (S 2:.062.50 )
9 :"'E To the ownerof the soil:  Two Thousand Sixty-two and 50/100
= Dollars (5 2,062.50 )
- Total Sonus consicematicn: Four Thousand One Hundred Twenty-five and No/100 -
~ = Doilars (S 4,125.00 )
seesnee .
The Bal b8nus consideration paid represexats a bonus of. Fl ftY and No/l 00-——— e
Doilars (S 50,00 ) peracrs,on _82.D  netacres.
2 TERM. Subject 1o the other provisions in this lease, this lease shall be foratzmof __Five (5) years from this datz

(herein called "primary :erm™) and as long thereaster as oil and 3as, or cither of them, is produced in paying quantities Tom said land.
As used in this lease, the term "producsd in paying quantities” means that the receipts fom the sale or other authorized commersial use of the substancs(s) coversd
exczed out of pockst operaticnal expenses for the six menths last past

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

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

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




4. PRODUCTION ROYALTIES. Upcn production of oil and/or gas, Lesses Jm.:s to pay or cause o be paid one-half (1/2) of the royalry

provided for in.this leass to the Commissic: or of the General Land Office of the SGt= of Texas, at Austin, Texas, and one-half (1/2) of such royalty to the owner of
the soil:
(A) L. Royalty payable on oil, which is defined as Including all hydrocarbons producsd in a liquid form at the mouth of the well and also as al]
condensats, distillate, ahd other liquid hydrocarbons recovered Jom oil or gas run through a separator or other equipment, as hersinafter provided, shall be
3/16 part of the gross production or the market value thersof, at the option of the owner of the soil or the Commissioner of the

General Land Offics, such value to be determined by 1) the highest posted prics, plus premium, if any, offered or paid for oil, condensate, distillate, or other liquid
hydrocarbons, respectively, of a like type and zravity in the general area where produced and whea run, or 2) the highest market price thercof offered or paid in the
general area where produced and when run, or 3) the gross procseds of the sale thereof, whichever is the greater. Lesses agrees that belores 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 adequats oil and zas separator of conveationa] type, or
other equipmeat at least as efficient, so that all liquid hydrocarbons recoverable fom the gas by such means will be recoversd. The requirement that such gas be oh
through a separator or other equipment may be waived in writing by the royalty owners upon such terms and conditions as they prescribe.

®) NON PROCESSED GAS. Royalty on any gas (including flared gas), which is defined as all hydrocarbons and gaseous substances not defineqd
as oil in subparagraph (A) above, producsd fom 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 te 3/16 part of the gross producticn or the markst value thereof, at the option of the
owner of the soil or the Commissicner of the Gezeral Land Offics, such value 10 be based on the highest market prics paid or offered for gas of comparable qualiry in
the general area where produced and whea run, or the gross prics paid or offered to the producsr, whichever is the greater; provided *har the maximum pressure baes
in measuring the gas under this lease shall not at any time exceed 14.65 pounds per squars inch absolute, and the standard base temperaturs shall be sixty (60)
degrees Fahrenheit, correction to be mads ‘or pressure acsording to Boyle's Law, and for specific gravity according to tests made by the Balance Method or by the
mcest approved method of testing being used by the induszy at the time of testing.

() PROCESSED GAS. Royairy on any gas procsssed in a gascline plant or other plant for the rezovery of gasoline or other liquid hydrocarbons
shall 5e 3/16 part of the residue gas and the liquid hydrocarbons extracizd or the market value thereof, at the opticn of the
owrer of the soil or the Commissioner of the General Land Office. All royalties due herzin shall be based on one hundred percent (100%) of the total plant
preduction of residue gas artributable o zas preduced Som this lease, and on fifty percent (50%%), or that percent acsruing 0 Lesses, whichever is the greater, of the
toral plant production of liquid hydrocarbens arwibutable to the gas producsd fom this lease; proviced that if liquid hydrocarbons are recoversd fom gas processed
in & gRfgin which Lesses (or its pareat, subsidiary or affiliatz) owns an interest, then the percentags applicable o liquid Aydrocarbons shall be Sty percent (56%4) or
theehigi®est percent acsruing to a third party precsssing zas through such plant under a procsssing agrssment acgotiarsd at arm's leagth (or if thers is no such third
pa.-!:qshc.highcﬂ percent then being specified in processing agre=ments or contracss in the industry), whichever is the zrsater. The respecsive royalties on residue zas
and en liquid hydrecarbons shall be determined Sy 1) the highest market prics paid or offe==d for any gas (or liquid hydrocarbens) of comparable qualicy i the
genegal area, or 2) the gross prics paid or offered Zor such residue gas (or the weighted average gross seiling price for the respective grades of liquid hydrocarbons),
whicggyer is the greater. In no event, however, shall the royalties payable under this paragraph be less than the royalties which would have be=na due had the 315 a0t
b arglessed.

0:"'5 (D) OTHER PRODUCTS. Royaity on carbon black, sulphur or any other preducss producsed or manufactursd Fom gas (excspting liquid hydrc&-..—'cons)
whether said gas be “casinghead,” *dry,* or any cther 3as, by factionating, buming or any other procsssing shall be 3/16 fartaf the
gros$ production of such products, or the markst vajue thereof, at the option of the owner of the soil or the Commissicrer of the General Land Offics, such markst 3
valye Wl determined as follows: 1) on the basis of the highest markst prics of each produc: for the same month in which such product is procducsd, or 2).on the
bas?s of Ae average gross sale prics of sach product for the same month in which such products are produced; whichever is the greater.

. ¢
sesee e
. ® 5. MINIMUM ROYALTY. During any yzar after the sxpiration of the primary term of this lease, if this lease is maintained by production, the royalties
paid under this lease in no event shall be less than an amount squal to the total annual defay reatal hersin provided; otherwise, there shail e due and payable on or
before the last day of the month succezding the anniversary date of this lease a sum equal 0 the otal annual reatal less the amount of royalties paid during the

preseding year. HPwragraphr3of tristemsedoes morspesiiy T deiay Tomta-amountthem for the purposes of this paragraph, the delay reatal amount shall be one

dollar (S1.00) per acre.

6. ROYALTY IN KIND. Norwithstanding any other provision in this leass, at any time or Som time to time, the owner of the soil or the Commissiener
of the General Land Offics may, at the opticn of zither, upon not less than sixty (60) days notics o the holder of the lease, require that the payment of any royaltics
accruing to such royalty owner under this lease Se made in kind. The owner of the soil's or the Commissicner of the General Land Office’s right to taks its royafy it
kind shall not diminish or negate the owner of the soil's or the Commissioner of the General Land Offics's rights or Lesses's obligations, whether express of implied.
under this lease.

7. NO DEDUCTIONS. Lesses agress that all royalties accruing under this lease (including these paid in Xind) shall be without deduction for the cast of
producing, gathering, storing, separating, wr=ating, dehydrating, compressing, procsssing, Tansporting, and otherwise making the oil, gas and other products
hersunder ready for sale or use. Lesses agre=s 1o computs and pay royalties on the gross value received, including any reimbursements for severancs taxes and
production related costs.

v - . . 1 4
8. PLANT FUEL AND RECYCLED GAS. No rovalty shall be payable on any 3as 3s may represent this lease's propertionats share of any fuel used ° .
procsss 2as producsd hereunder in any procsssing plant Notwithstanding any other provision of this lease, and subjest to the writtzn consznt of the owner of the 5&1
f . . O el 5 soing
and the Commissiones of the General Land Offics, Lesses may recvcie gas for 3as lift purposes on the leased premises or %or injection into any oil or 235 producin3
formaticn underiyving the leased premises a=r the liguid hydrocarbens contained in the 32s have Sezn removed; no rovalties shall be payable on the recycied 335
until it is produc=d and sold or used by Lzss== in 3 manner which satitles the royaity owness [0 3 royaity under this lease,

eneral Land Offics at Austn

9. ROYALTY PAYMENTS AND REPCRTS. All rovalties nct taksa in kind shall te paid 1o the Com
Texus, in the following manner

' gil is dus
rovide that royalty ongil 8 3

Payment of rovalty on production of oil and gas shall be as provided in the rules set forth in the 2

- 1
s atl
and must be recsived in the General Land Offics on or befors the Sth day of the sescnd menth sucsszding Yie meath of tion, and rovaity on gas is due and

: ; . . - siiEEcaEH F v =, 1davit of =€
must Se reczived in the General Land Offics on or Seiors the 15th day of the sezond menth sucz=22ing the month of ¢ , Accompanied by the u‘f}:a-ll iy
: 1 : ceihed By the (Geaeml Land te= 3 e et TAL igpositicn ©
owmer, manager or other autherized agzat, comgleisd in the form and manner prescribed By the Ceaeral Land Offics incwing the ress amount L".{‘-‘ ¢ 5;;;{‘_3;,.6__1
. - 4 » P i mmte racmrde ne b Pagp— H smAriC® { akd
all il and gas producsd and the markzt value of the oil and gas. tog=ther with a ccopy of all decuments, 1220rCs or repors niiming the zmoss production BoF



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 reperts or records which the General Land Office may require to verify the gross production, disposition m:nks,
market value. Inall cases the authority of a manager or agent to act for the Lessee herein must be filed in the General Land Office. Each royalty paymen; shall be
accompanicd by a check stub, schedule, summary or other remittance advice showing by the assigned General Land Office lease number the amount of royaity be;
paid on each lease. If Lessee pays his royalty on or before thirty (30) days after the royalty payment was due, then Lesses owes a penalty of 5% on the royalty or ik
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 overdye. .
Affidavits and supporting documents which are not filed when due shall incur a penalty in an amount set by the General Land Office adminiszative 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 operatz (o prohibit the State's right of forfeinure as provided by 1au
nor act 1o postpene the date on which royalties were originally due. The above penalty provisions shall not apply in cases of title disputz as 1o the State’s portiog of
the royalty or to that portion of the royalty in dispute as to fair market value. . .

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

(B) PERMITS, DRILLING RECORDS. Written nctics of all operations ca this lease shall be submitied to the Commissioner of the General
Land Offics by Lesses or operator five (5) days befors spud date, workover, re<atry, temporary abandonment or plug and abandonment of any well or wells. Such
written notice to the General Land Offics shall include copies of Railroad Commission forms for application to drill. Copies of well tests, completion reports and
plugging reports shall be supplied to the General Land Offics at the time they are filed with the Texas Railroad Commission. All appiications, permits, reports or
other filings that referencs this lease or any specific well on the leased premises and thar are subminzd to the Texas Railroad Commission or any other govemnmental
agency shall include the word "Stats" in the title. Additionally, in accordancs with Railroad Corzmission ruies, any signags on the leased premises for the purpose of
identifying wells, tank bareries or other associated improvements to the land must also include the word "State.® Lesses shall supply the Geaeral Land Office with
any records, memoranda, ccounts, reports, cuttings and cores, or other information relative to the cperation of the above-described premises, which may be
requested by the General Lind Offics, in additicn to those herein expressly provided for. Lessez shall haves an clectrical and/or radioactivity survey made on the
bm-hofe-scction. from the base of the surfacs casing !0 the total depth of well, of all wells driiled ca the above described premises and shall ransmit a true copy of

the hg:o:f cach survey on each well 1o the Geaeral Land Office within fifteen (13) days after the making of said survey.
L]

. .

g (C) PENALTIES. Lesses shall incur a penalty whenever reports, documexsts or other matzrials are not filed in the General Land Offics when
due. *The penalty for late filing shail be set by the General Land Office administrative rule which is effective on the dat= when the materials were due in the General
L.yﬂ!:@ﬂicz. :
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el 11. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, during the primary term her=of and pricr to discovery and production
of’ml or #es on said land, Lesse= should drill a dry hele or holes thereon, or if during the primary crm herzof and after the discovery and actual production of ¢il or
gas feom the leased premises such producticn thereef should cease from any cause, this lease shall not terminate if on or before the expiration of sixty (60) days fcm
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
arh AP 8@ ay rental in the same manner as provided in this lease. If, during the last year of the primary tzrm or within sixty (60) days prior thersto, a dry hole be
completeg and abandoned, or the producticn of oil or zas should cease for any cause, Lessee's rights shall remain in full fores and effect without further operagjons
urtfaRe expiration of the primary term; and if Lessez 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 dats of cessation of
production under Paragraph 13. Should the first well or any subsequent well drilled on the above described land be completed as a shut-in oil or gas well within the
primary term hercof, Lessce may resume payment of the annual reatal in the same manner as provided herein on or before the reatal paying datz following the
expiration of sixty (60) days from the dat= of completicn 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 lccated on the leased premises, payments may be made in

accordance with the shut-in provisions hereof

12. DRILLING AND REWORXING AT EXPIRATION OF PRIMARY TERM. If, at the expiration of the primary term, neither oil nor gas is being
produced on said land, but Lesses is then engaged in drilling or reworking operations therzon, this lease shall remain in forcs so long as operations on said well or for
drilling or reworking of any additional we!l ars prosecuted in goed faith and in-workmanlike manner without intsrruptions totaling more than sixty (60) days during
any one such operaticn, and if they result in the preducticn of oil and/or gas, so long thereafier as oil and/or gas is producsd in paying quantitics from said land, or
payment of shut-in oil or gas well royalties or compensatory royalties is made as provided in this leass.

13. CESSATION, DRILLING, AND REWORKING. If, aft=r 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 terminatz if Lesses commences additional drilling or reworking operations within sixty {60) days
after such cessation, and this lease shall remain in full forcs and effect for so long as such operations continue in good faith and in woricnanliks manner without
interruptions totaling mors than sixty (60) days. If such drilling or reworking operations result in the producticn of oil or gas, the lease shall remain in full ferce and
efTect 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 compcﬂfﬂlﬂﬂ
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 additicnal drilling or reworking operaticns within sixty (60) days after the completion of the well as a dry hole, and this lease
shall remain in cffect 50 long as Lesses continues drilling or reworking operations in good faith and in a werkmanlike manner without intemruptions totaling mers
than sixty (60) days. Lesses shall give written notics to the General Land Offics within thirty (30) days of any cessation of production.

14. SHUT-IN ROYALTIES. For purposes of this paragraph, “well® means any well that has been assigned a well number by the stat= agency h:n'in.g
Jjurisdiction over the preduction 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 'm‘
force and effect, a well capable of preducing oil or gas in paying quantities is located on the leased premises, but oil or gas is not being producsd for lack of suitable
production facilities or lack of a suitable markst. then Lzsses may pay as a shut-in oil or gas royaity an amount egqual tc double the annual rental provided in the
lease, but not less than $1.2C0 a year for each well capatle of producing oil or gas in paying quantities. Elansmphd-aithrtezcdverorsreciiyrovh -:F
arverenethven for the purposes of this parazraph, the delay reatal amount shall be one Ceilar (§1.00) per acre. To be effestive, each initial shut-in oil or gas royaity




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 fom the leased premises, or (3) 60 days
after Lessee completes a drilling or rewerking operation in accordancs with the lease provisions; whichever date is latest. Such payment shall be made une-hajg("z

to the Commissioner of the General Land Office and one-haif (1/2) to the owner of the soil. If the shut-in oil or gas royalty is paid, the lease shall he corsidered 1y b: -
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 momty
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 lhc
lease for four more successive periods of one (1) year by paying the same amount each year on or before the expiration of each shut-in year.

‘ .
15. COMPENSATORY ROYALTIES. If, during the period the lease is kept in effect by payment of the shut-in oil or gas royalty, cil or gas is sold ang

delivered in paying quantitics from a well Jocated within one thousand (1,000) fest of the leased premises and completed in the same producing TESETVOir, of 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 remaig efectiye
for the remainder of the year for which the royalty has been paid. The L2ssez may maintain the lease for four more sucssssive years by Lesses paying compensars
royalty at the royalty rate provided in the lease of the market value of preducticn from the well causing the drainage or which is completed in the same producing il
reservoir and within one thousand (1,000) feet of the leased premises. The compensatory royaity is to be paid monthly, one-half (1/2) to the Commissioner of the
General Land Offics and one-half (1/2) to the owner of the soil, beginning on of before the last day of the month following the month in which the oil or gas is
produced from the well causing the drainage or that is completzd in the same producing reservoir and located within one thousand (1,000) fect of the leased premises.
If the compensatory royalty paid in amy 12-month pericd is ia an amount less than the annual shut-in oil or gas royalty, Lesses shall pay an amount equal to the )
difference within thirty (30) days from the ead of the 12-month pesiod. Compensatory royalty payments which ars not timely paid will accrue penalty and interest In
accordancs with Paragraph 9 of this lease. None of thesz provisions will relieve Lesses of the obligation of reasonzbis development nor the obligation 1o drill offsey .-
wells as provided in Texas Natural Rescurces Code 52.173; however, at the determination of the Commissioner, and with the Commissioner's written approval, the

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

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

(A) VERTICAL. In the cvent this lease is in force and effect two (2) years after the exriration date of the primary or extended term it shall thea terminate
as 10 all of the leaz: ! premises, EXXCEPT (1) -*9 acres surrounding each oil “vell capable of producing in paying quantities and 320 acs=s surrounding ¢ach gas well
capable of procucing in paying quantities (in-:uding a shut-in cil or gas well as provided in Paragraph 14 bereof), or a well upon which Lesses is theniengaged in
continuous drilling or reworking operaticns, o (2) the number of acr=s included in a producing pocled unit pursuant to Texas Namral Resources Code 52.151-
52.053yer (3) such greater or lesser number of acres as may then be allccated for production purposes to a proration unit for each such producing well under the rules
antydguiftions of the Railroad Commissicn of Texas, or any succsssor agency, or other governmental authority having jurisc™ - =n. If at any time after the effective
datg gt partial terminaticn provisicns bereof, the applicable field rules are changed or the well or wells located therzon ars 2z assified so that less acreags is
theéggtergllocated to said well or wells for production purposes, this lease :nail thersizon terminate as to all acreage not therzaizr 2llocated to said well er wells for
prodyction purposes. Netwithstanding the termination of this lease as 1o a portica of the lands covercd hereby, Lesse= shall nevertheless continue to have the tight of
ingres‘s.tg and egress from the lands still subjecs to this lease for all purposes described in Paragraph 1 hereof, together with sasements and rights-of-way for existing
o “cxming pipelines and other existing facilities on, over and across all the lands described in Paragraph 1 hereof (Tthe retained lands®), for access to and from the
retafned Yands and for the gathering or ansportat:<n of oil, gas and other minerals preduced fom the rewined lands.

e *(B) HORIZONTAL. In the event this lease is in forcs and effect two (2) years after the expiration date of the primary or extznded term it shall further
tzrmifate as to all depths below 100 fest below the total depth drilled (hereinafter "deeper depths™) in cach well located on acreage retained in Paragraph 16 (A) |
abg:e 3 on or before two (2) years afler the primary or extended term Lesses pays an amount =qual to one-balf (1/2) of the benus originally paid as
conazcmnon for this lease (as specified on page 1 hereof). If such amount is paid, this lzase shall be in forcs and effect as to such dezper depths, and said
terminatiom shall be delayed for an additional period of two (2) years and so long therzafter as oil or gas is produced in paying quantities fom such desper depths

covared 5; this lease.

(C) IDENTIFICATION AND FILING. The surfacs acreage retained hercunder as to cach well shall, as nearly as practical, be in the form of a square with
the well located in the center thereof, or such other shape as may be approved by the Commissioner of the General Land Offics. Within thirty (30) days after partial
termination of this lease as provided herein, Lesses shall executs and record a release or releases containing a satisfactory legal description <7 the acreags and/or
depths not retained hereunder. The recorced release, or a certified copy of same, shall be filed in the General Land Offics, accompanied by the Sling fe= prescribed
by the General Land Offics rules in effect on the date the release is filed. If Lesses fails or refuses to execute and record such release or releases within ninety (50)
days after being requested to do so by the General Land Office, then the Commissioner at his sole discretion may designate by written instument the acreage and/or
depths 10 be released hereunder and record such instrument at Lesses's expense in the county or counties where the lease is located and in the official records of the

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

17. OFFSET WELLS. Neither the bonus, delay rentals, nor royalties paid, or to be paid, under this leass shall relieve Lesse= of his obligaticn to protect
the oil and gas under the above-described land from being drained. Lesses, sublessee, recsiver or other agent in control of the leased premises shall drill as many
wells as the facts may justify and shall use appropriate means and drill to a depth necessary to prevent undue drainage of oil and gas from the leased premises. In
addition, if oil and/or gas should be producsd in commercial quantities within 1,000 fezt of the leased premises, or in any case whers the leased premises is being
drained by produc:ion of oil or gas, the Lesses, sublesses, receiver or other agent in control of the leased premises shall in gocd faith begin the drilling of a well or
wells upen the leased premises within 100 days after the draining we!l or wells or the well or wells complezed within 1,000 fest of the leased premises start producing
in commercial quantities and shall prosecute such drilling with diligeacs. Failure to satisfy the statutory offset obligation may subject this lease and the owner of the
soil's agency rights to forfeiture. Only upon the determination of the Commissioner of the General Land Offics and with his written approval may the payment of

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

18. FORCE MAJEURE. If, after a gocd faith effort, Lessee is prevented fom complying with any express or implied covenant of this lease, fom
conducting drilling operations on the leased premises, or from producing oil or gas fom the leased premises by reason of war, rebellion, riots, stikes, acts of Cod, or‘
any valid order, rule or regulation of government authority, then while so prevented, Lesses's obligaticn 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 lcase shall be extended while Lesses is prevented, by any such causs,
from ccnducting drilling and rewerking operations or from producing oil or gas Som the leased premises. However, nothing in this parazraph shail suspend the !
payment of delay rentals in order to maintain this lease in ¢fcet during the primary term in the absence of such drilling or rewerking operations or ;rcduc:icn of il
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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 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 TONgage, taxes or othe: |j
on the leased premises. If Lessee makes payments on behalf of the owner of the soil under this paragraph, Lesses may recaver the cost of these Payments from ‘h"m

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 to be paid 10 the owner of the soil shall be paid 15 him
in the proportion which s interest bears to the entire undivided surfacs 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 Lesses 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 interest purportedly leased under this lease and the actual interest owned by the owner of the soil. The Commissioner of the Genera) Lard
Office shall be paid the value of the whole production allocable to any undivided interest not covered by a lease, less the proportionae development and production
cost allocable 1o such undivided interest. However, in no event shall the Commissioner of the General Land Offics recsive as a royalty cn the 2ross production
allocable to the undivided interest not leased an amount less than the value of one-sixizzath (1/16) of such gross. production.

(B) REDUCTION OF PAYMENTS. If, during the primary term, a portion of the land covered by this leass is included within the boundaries
of a pooled unit that has been approved by the School Land Board and the owner of the soil in accordance with Nanural Resources Code Sections S2.151-52.154, or
if, at any time after the expiration of the primary term or the extznded term, this lease covers a lesser number of acres than the total amount described herein,
payments that are macde on a per acre basis hercunder shall be reduced according to the number of acres pooled, released, surreadersd, or otherwise severed, o that
payments determined on a per acre basis under the terms of this lease during the primary term shall be calculated based upca the number of acres outside the.
boundaries of a pooled unit, or, if after the expiration of the primary term, the numter of acres actually retained and covered by this lease.

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

without the prior consent of the owner of the soil.

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

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

*e"ee24. WELL LOCATION LIMIT. No well shall be drilled nearer than two hundred (200) fest to any house or barn now on said premises without the
vm':ug :Qn;scm of the owner of the soil. - ¥
LX) L]

e 25. POLLUTION. In developing this area, Lessee shall use the highest degres of care and all proper safeguards to prevent pollution. Without lim‘i:ing the
forcg.o'y'g. pollution of coastal wetlands, natural waterways, rivers and impounded water shall be prevented by the use of containment facilides sufficient to prevent
spiMage. sc®page or ground water contamination. In the event of pollution, Lesses shall use all means at its disposal to recasturs ail escaped hydrecarbons or other
pollutant and shall be responsibic for all damage to public and privats propesties.. Lessee shall build and maintain fences around its slush, sump, and drainage pits
andetanie bat1eries 50 as to protect livestock against loss, damage or injury; and upon completion or abandcnment of any well or wells, Lesse= shall fill and leyel all
slush’pits afd csllars and completely clean up the drilling site of all rubbish therson. Lessee shall, while conducting operations on the leased premises, keep said
premists free of all rubbish, cans, bottles, paper cups or garbage, and upon completion of operations shall restore the surfacs of the land to as near its original
congitipp #@d contours as is practicable. Tanks and equipmeat will be kept painted and presentable. #

. .

coeee3’ REMOVAL OF EQUIPMENT. Subject to limitations in this paragraph, Lesses shall have the right to remove machinery and ﬁx:ure_s p[_aced by -
Lessse on the leased premises, including the right to draw and remove casing, within one hundred twenty (120) days aftsr the expiraticn or the termination of this
lease unless the owner of the soil grants Lessce an extension of this 120-day period. However, Lesses may not remove casing from any well capable of producing oil
and zas in paying quantities. Additionally, Lesses may nct draw and remove casing until after thirty (30) days written notics to the Commissioner of the General
Land Offics and to the owner of the soil. The owner of the scil shall become the owner of any machinery, fixtures, or casing which are not timely removed by Lesses

under the lerms of this paragraph.

27. (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 divisicn in ownership of the land, rentals, or royalties will not enlargs the obligations of Lesses, diminish the rights, privilezes
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 scil (or his heirs, dcvisc‘_s: legal
representatives or assigns) fumishes the Lessee with satisfactory written evidencs of the change in ownership, including the original rezorded muniments o_f 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 mu..:t:!
assigned, relieve and discharge Lesses of all subscquent 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 betwesen the several owners ratably, according to the area of each, and faiiure by one or more of them to pay his shars of
the rental shall not affect this lease on the part of the land upon which pro rata rentals ars timely paid or teadered; however, if the assignor or assignes does not file 3
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 eatire rental due
under Paragraph 3. Every assignee shall succeed to all rights and be subject to all obligations, liabilities, and penaltics owed to the Stats by the criginal lessce or 3nY

prior assignes of the lease, including any liabilitics to the Stats for unpaid royalties.

(B) ASSIGNMENT LIMITATION. Notwithstanding any provision in Paragraph 27(a), if the owner of the soil acquires this lease in whole or in past by
assignment without the prior writtea 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 treatsd as if it wers mads 1o the owner of the soil if the assignes is:

(1) anomines of the owner of the scil; ) s
(2) a corporation or subsidiary in which the owner of the soil is a principal stockhoelder or is an employee of such a corporation or subsiciars

(3) a partnership in which the owner of the soil is a partner or is an empleyes of such a parmership;
(4) a principal stockholder or employes of the corperation which is the owner of the scii;
(5) a partner or emplcyes in a parmesship which is the owner of the soil; P True and COfFECt

[ (< copy of
' | Original filed in
__/ Resvea County
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(6) a fiduciary for the owner of the soil; including but not limited to a guardian, trustcs, executor, administrator, recsiver, 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, bleed, or adoption.

- 28. RELEASES.-Under the conditions contained in this paragraph and Parsgraph 29, Lessee may at any lime execute and deliver to the owner of the soil
and place of record a releasc or releases covering any portion or porticns of the leased premises, and thereby swrender this lease as to such pertion or POrtions, and be
relieved of all subsequent obligations as to acreage surreadered. If any part of this Jease is property sumendercd, the delay rental due under this lease shal] be reduceg
by the proportion that the surrendered acreage bears to the acreage which was covered by this leace immediately prior to such surrender; however, such release wﬂf
pot relieve Lessee of any Kabilitics which may have accrued under this lease prior to the surrender of such acreage. ‘

29. FILING OF ASSIGNMENTS AND RELEASES. If all or any part of this lease is assigned of released, such assignment or release must be recorded T o«
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 forfeinure 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. Aay 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 Stat= a fiduciary duty and mnust fully disclose any fact 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 obligatzd to put the State's interests before his personal

interasts.

32. FORFEITURE. If Lesses shall fail or refuse to make the payment of any sum within thirty days after it becomes due, or if Lesses or an authorized
agent should knowingly make any false rerurn or false report conceming production or drilling, o if Lessee shall fail or refuse to drill any offsct well or wells in good
faith as required by law and the rules and rezulations adopted by the Commissioner of the General Land Offics, or if Lesses sheuld 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
Le=sses should refuse the proper authority access to the records pertaining *: >erations, or if Lesses or an authorized agent should knowingly fail or refuse to give
cerrect information to the proper autherity, or knowingly fail or refuse to & ch the General Land Offics a correct log of any we!l, or if Lesses shall imlowingly
violate any of the material provisions of this lease, cr if this lcase is assigned and the assignment is not filed in the General Land Cfice as required by law, the sights
acguired under this lease shall be subject to forfeinure by the Commissiones, and he shall forfeit same when sufficiently informed of the facts ‘which authorize a
forfdr‘w.-:.nd when forfeited the arca shall again be subject to lease under the terms of 2 Rlinquishment Act. However, nothing herein shall be construed as
waivilg e automatic termination of this lease by cperation of law or by reason of any ~=cial limitation arising hereuncer. Forfeitures may be set aside and this
lezcg 48 B\ rights thersunder reinstated befors the rights of another intervene upea satis: iwcicry evideacs o the Commissioner of the General Land Office of furure
compfifnce With the provisions of the law and of this lease and the rules and regulations thar may be adopted relative hereto. 5
L

. "03.3. LIEN. In accordancs with Texas Natural Rescurces Cods 52,136, the State shail have a first liea upen all oil and gas producsd from the area cavered
by this doese to securs payment of all unpaid royalty and cther sums of mcrey that may “:come due under this lease. By acezziancs of this lease, Lessee grants the
State, in addition to the licn provided by Texas Natural Resources Cods 52.136 and an; other applicable statutory lien, an express contacmeal lien on and security
inte 231 28 leased minerals in and extracied from the leased premises, all procsss which may acsrue to Lessee from the sale of such leased minerals, whether such
proceeds are held by Lessee or by a third party, and all fixtures on and improvements to the leased premises used in connection with the production or procsssing of
such leased pninerals in order 1o secure the payment of all royalties or other amounts due or 1o become due under this lease and to secure payment of any damagss or
loss g 28&or may suffer by reason of Lesses’s brzach of any covenant or conditioa of this lease, whether express or implied. This lien and security interest may be
foereclosed u‘ir.h or without court procsedings in the manner provided in the Title 1, Chapter 9 of the Texas Business and Commercs Code. Lesses agrees that the
Com!.liuict;er may require Lessee to execute and record such instruments as may be m=asonably necsssary to acknowledge, anach or perfect this lien. Lesses hereby
represents that thers are no prior or supericr liens arising from and relating to Lesses . activities upcn the above-described preperty or from Lassee's acquisition of
this lease. Should the Commissioner at any time determine that this representation is not true, thea the Commissicner may declare this lease forfeited as provided

herein.

34, POOLING. Lesses is hercby granted the right to pool or unitize the royalty intersst of the owner of the soil under this lease with any other leaschold
or mineral interest for the exploration, development and preduction of oil or gas or either of them upon the same terms as shail be approved by the School Land
Beard and the Commissioner of the General Land Offics for the peoling or unitizing of the interest of the State under this lease pursuant to Texas Namral Rescurces
Code 52.151-52.153. The owner of the soil agrees that the inclusion of this previsicn in this lease satisfies the execution requirsments stated in Texas Natural

Resources Code 52.152.

35. INDEMNITY. Lesses herzby releases and dischargss the State of Texas aEd the owner of the soil, their officsrs, employess, parmers, ageats,
contractors, subcontracters, guests, invitees, and their respective successors and assigns, of and from ail 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 limitzd to, all losses and expenses which ars caused by the
activities of Lesses, its officers, employess, and agents arising out of, incidental to, or resulting from, the operations of or for Lesse= on the leased premises .
hereurder, or that may arise out of or be cccasioned by Lesses's breach of any of the tzrms or provisions of this Agresment, or by any other negligzat or strictly hab'h:
act cr omission of Lessee. Further, Lesses hersby agress to be liable for, exoneratz, indemnify, defead and held harmless the Stats of Texas and the owner of the sail,
their officers, employess and agents, their succassors or assigns, against any and all claims, liabilities, losses, damages, actions, perscnal injury (including death),
costs and expenses, or other harm for which recovery of damages is sought, under any theory including tort, contract, or strict liability, including artorneys’ fess and
other lezal expenses, including those relarad 1o environmeatal hazards, on the leased premises or in any way related to Lessee’s failure to comply with any and al
eavircnmental laws; those arising from or in any way r=lated to Lesses's operations or any other of Lesses’s activities on the leased premises; those :Lrisinf; S'_TJm
Lesses's use of the surfacz of the leased premises; and those that may arise out of or be occasicned by Lesse2’s breach of any of the terms or provisicns of this
Agrezment or any other act or omission of Lzsses, its dirzciors, officers, employsss, parmers, 2g£ats, congactors, subcontracicrs, guests, invitess, and their respeciive
succsssors and assigns. Each assignee of this Agreement, or an interzst therzin, agrees to be liable for, excnerate, ind=mnify, defead and hold harmiess the Swte of

s,

Texas and the owner of the soil, their officers, employess. and agznts in the same manner provided above in connecticn with the activitics of Lesses, its offi :
employess, and agents as described above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF THE INDEMNITY OBLIGATIONS
ANDIOR LIABILITIES ASSUMED UNDER THE TERMS OF THIS AGREEMENT SHALL BE WITHOUT LIMITS AND WITHOUT REGARD TO
THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXISTING CONDITIONS), STRICT LIABILITY, OR THE NEGLIGENCZ OF ANY PARTY
OR PARTIES (INCLUDING THE NEGLIGENCE OF THE INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE BE SOLE, JOLVT,

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 surfacs or subsurface strata, ambient air or any other eavironmental medium -
in, on, or under, the leased premises, by any waste, pollutant, or contaminant. Lessee shall not bring or permit to remain on the leased premises any asbestos
containing materials, explosives, toxic materials, or substances regulated as hazardous wastes, harardous 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 5601, et 5eq.), or oxic
substances under any federal, state, or local law or regulation (“Hazardous Materials™), except ordinary products commonly used in connection with oil and gas
exploration and development operations and stored in the usual manner and quantities. LESSEE'S VIOLATION OF THE FOREGOING PROHIBITION
SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND
DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST ANY CLAIMS, DAMAGES, JUDGMENTS, PENALTIES,
LIABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS' FEES AND COURT COSTS) CAUSED BY OR ARISING OUT OF ma
VIOLATION OF THE FOREGOING PROHIBITION OR (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, REMOVYE, 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 SURYIVE THE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF THIS AGREEMENT.

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

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

oo 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
Cles meny 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
cﬂ.‘uiuunr.il a certified copy of this lease (which is made and cenified by the Counrty Clerk from his records) is filed in the General Land Office in accordancs with
Tekas Nadiral Resources Code 52.183. Additionally, this lease shall not be binding upon the State unless it recites the actual and true consideration paid or promised
for execution of this lease. The bonus due the State and the prescribed filing fee shall accompany such certified copy to the General Land Office. i

L *™*See Exhibit: "A" Attachid,for Additional Provisions

vone f/jjjj{jé%

.:I..E
. LESSEE  /
BY: Clav Johnsan
'.00.:
£ e TITLE: P
.

L ] .e - .

et DATE: ?Og aj
STATE OF TEXAS STATE OF TEXAS

Y e BY._ _
l%vf%&ymﬁganﬁ ti‘,s n%ﬁr C"1‘1c’i1.1a11y and as Trustee OP dﬁﬂ%‘%’&ﬂé’s’*ﬂi‘f?ﬁ?’f“ﬁﬁ%t and as Trustee
Date: Keenom Dare: Of the Nancy Puff' Jones Trust

oeptember Z4,

1

STATE OF TEXAS STATE OF TEXAS

BY:
Individually and as agent for the State of Texas

BY:
Individually and as agent for the State of Texas

Date:

Date:

Keenom .57/)
Dorothy Jean -Hill SS#

Thomas Hill Puff Trust Tax IDi#

Nancy Puff Jones Trust Tax ID#__
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STATE OF (CORPORATION ACKNOWLEDGMENT)

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

of

lmownmmcmbe&eeasoawhounmismbsm‘bedmdufoﬁgcingins&mmtu
mdacbowledgedmmcmnheumudlhemg L
forﬂncpurposamdcnmdumond:a:m:xpmed.mtbeupacltysﬂnd.mduthe::mddwdofwdwm

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

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

known to me to be the person whose name is subscribed to the foregoing instnument, as
and acknowledged to me that he a:ecutcd the same
for the purposes and consideration therein expressed, in the capacity stated, and as the act and deed of said corponnou.

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

Notary Public in and for

seee
STATER?® TEXAS (INDIVIDUAL ACKNOWLEDGMENT)

Covpeme pF_ TARRANT
. Keenom .& :
Before me, the undersigned authority, on this day personally ap d
tee of the Thomas Hill Puff Trust and as Trustee o© e Nancy ones Lrus

known to rne to be the persons whose names are subscribed to the foregoing instrumeat, and acknowledged 1o me that they :x:cuted the same for the purposes and
consdmcn therein expressed.
98

24th Sipot__.-. September 19

JIMMIE L. HOOKS )
MY COMMISSION EXPIRES

Given under my hand and

=

the State of Texas

otary Public in and for,

STATE OF T:MCM (INDIVIDUAL ACKNOWLEDGMENT)

COUNTY OF m‘ dA.w.
L (Lay Qohnsor—

Before me, the undersigned authority, on this day personally appeared
known to me to be the persons whose names are subscribed to the foregoing instrument, and acknowledged to me that they executed the same for the purposes and

oL . ) 5 o
INa e

consideration therein expressed.

Given under my hand and seal of office this the

P
Notary Public in and for, ;W

5 4 MONICA MARLOWE |
m NOTARY PUBLIC

Taed %’.*
P .-'«a,’ St te of IC

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

PN,




“EXHIBIT A”

. Attached to and made a part of Oil and Gas Lease  goenon ZL
dated August 19, 1998 by and between Dorothy Jean +HH, Individually 1
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

pr emises. i

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% degsee may use no more of the surface of the leased premises than is reasonably necessary to use for the purpose of which this
* %ase 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
..;h,é leased premises.

7.5* Nstwithstanding 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
...insvriting if fresh water is encountered during drilling, or if a fresh water formation is penetrated. i

. . - . .
#s*i%%see 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
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 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.

g%ﬂl'—:%?&?(ﬂg AND CORRECT COPY csngf:gg
COUNTY OF REEVES FH'E NO '

The above and foregaing is. 8 Iu lme ar‘d corm EQ{;}?GIOQTBDTHC copy of the
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Relinquishmnt Act Lease Form
Revised, September 1997

OIL AND GAS LEASE

THIS AG is made and entered into this 1 9 dayof _Auqustis 98 , berween the State of Texas, scting by and through |
agent,_ KPW Rgicable Trust; MSW Revocable Trusf; and MLH Revocable b'i;rust g
of =
350 _Bajley Ave., Suite 302, Fart Worth, Texas 76107 said ageat
(Give Permaneat Address) g
herein referred to as the owner of the soil (whether one or more), and lay Johnson
03 W, Wall, Snite 800 of
Midland, Texas 79701
(Give Permanent Address)

hereinafter called Lesses.

1. GRANTING CLAUSE. For and in consideration of the amounts stated below and of the covenants and agreements o be paid, kept and performed by
Lsssec under this lease, the State of Texas acting by and through the owner of the soil. bereby grants, leases and lets unto Lessee, for the sole and only purpose of
prospecting and drilling for and producing oil and gas, laying pipe lines, building tanks, storing oil and building power staticns, telephene lines and other soucmures
therzon, o produce, save, take care of, treat and ransport said product of the lease, the following lands situated in Reeves Counry, Sate
of Texas, to-wit: A

The South 360 acres of Section 30, Block 55, Township 5,
T&P Ry. Co. Survey.

* a8
L . .
com}i.n'hfz 360 acres, mere or less. The bonus consideration paid for this lease is 2s follows:
L]
. e
oo’ 3 To the State of Texas: i kwer and B0 e e e e o
o Doilars (S 2067 .50 )
LELT] ; -
.ooo-' To the owner of the soil: Two Thousand Sixty-two and 50/100 ————————————————————
Dollars (S 2.062.50 )
l:ln.:
. Total Sonus consideration: Four Thousand One Hundred Twenty-five and No/100----
. Doilars (5 4,125.00
':.... y )
Th='Jam:bomisGonsidczadcupajdmpr:sens:benusof Fifty and No/Y00--——————— oo ___
Ssesss Doilars (S 50.00 ) perace,on __ 82,5 netaces.
2. TERM. Subject to the other provisions in this lease, this lease shall e for 3 2ermof__Five (5) years " from this date

(herein called "primary term™) and as long therzafter as oil and zas, or sither of them, is producsd in paying quantities Som said land.
As used in this lease, the term "producsd in paying quantides” means that the reczipts fom the sale or other authorizzd commersial use of the substance(s) coverzd
exczzd out of pockst operational ex;enses for the six menths last past.

3. . - Delay Rentals: If oil or gas in paying quantities is not being produced from the premises on the first anniversary date of this Lease and
there are then no drilling operations being conducted on the premises, then this lease shall terminate unless, on or before such anniversarv date.
Lesses shall pay, 4 directly to the owner of the soil and a like amount paid or tendered to the COMMISSIONER OF THE GENERAL LAND
OFFICE OF THE STATE OF TEXAS, AT AUSTIN, TEXAS, a delay rental in the amount specified in the following schedule multiplied by the
number of acres then covered by this lease, which payment, when timely made, shall continue this lease for a period of one (1) additional year. In
like manner and upon payment of the amounts set out in the following schedule, this lease may be further continued for successive one-year periods
during the primary term of this lease provided that payment is made on or before the anniversary date.

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

True and Cerrest
copy of
Original filed in
Reeves County
Clerks Ofiice




4. PRODUCTION ROYALTIES. Upcn production of oil and/or gas, Lesses agrees to pay or cause 0 be paid one-half (1/2) of the royalty
provided for in this lease to the Commissioner of the General Land Office of the Stats of Texas, at Austin, Texas, and one-balf (1/2) of such royalty to the owner of
the soil:

(A) .. ..O. Royalty payableca oil,which is defined as including all hydrocarbons producsd in a liquid form at th_c mouth of the well and alsg 25 all
condensate, distillats, and other liquid hydrocarbons recoversd from oil or gas run through 2 separator or other equipment, as br::.ma.ﬁz: provided, shal] be

3/16 part of the gross production or the market value thereof, at the opticn of the owner of the soil or the Commissioner of the

General Land Offics, value to be derermined by 1) the highest posted prics, plus premium, if any, offered or paid for oil, condensate, distillate, or other liquid
hydrocarbons, respectively, of a liks type and zravity in the general arca whers producsd and when num, or 2) the highest markst prics thereof offered or paid in the
g=nerl area where produced and when run, or 3) the gross procesds of the sale thereof, whichever is the greater. Lesses agrz=s that befors my gas produced from the
leased premises is sold, used or processed in a plaat, it will be run free of cost to the royalty owners through an adequate oil and 3as separator of conventional type, op
other equipment at least as efficient, so that all liquid hydrecarbons recoverable fom the gas by such means will be recoversd. The requirement that such 2as be o
through a separator or other squipment may be waived in writing by the royalty owners upen such terms and conditions as they prescribe.

®) 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, producsd Som any well on said land (excspt as provided herein with respect 1o gas processed in a plant for the exwraction 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 50il or the Commissicner of the General Land Offics, such value w0 be based on the highest market prics paid or offered for zas of comparable quality in
the general area where produced and whea run, or the gross prics paid cr offered o 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 squars inch absolute, and the standard base temperaturs shall be sixty (60)
degrees Fahrenheit, correction to be made for pressure according o Boyle's Law, and for specific gravity according to tests made by the Balance Method or by the
mest approved method of testing being used by the industry ar the time of testing.

(%] PROCESSED GAS. Rovairy on any gas procsssed in a gascline plant or other plant for the recovery of gasoline or other liquid hydrocarbors
shall be 3/16 part of the residue gas and the liquid hydrocarbons exwact=d or the market value therecf, at the opticn of the
owner of the soil or the Commissicner of the General Land Offics. All royalties due hersin shall be based on one hundred pescent (100%) of the total plant
producticn of residuc 7as artributable to 3as produced from this lease, and on fifty percent (50%%), or that percent acsruing o Lesses, whichever is the greater, of the
toeal plant productic: . fliquid hydrocarbons amributable to the gas produced from this lease; provided that if liquid hydrocardons are recoversd Jom gas procassed
in a plant in which Lesses (or its parent, subsidiary or affiliate) owns an interest, then the percentage applicable to liquid hycrocarbons shall be fifty percent (50%) or
the highest perceat accruing o a third party procsssing gas through such plant under a procsssing agresment aegotiazed at arm's length (or .if:.hc: is_no such third
parle U highest percent then being specified in processing agrssments or contacs in the industy), whichever is the graater. The respective royalties on residue 3as
andcr?fquid hvdrocarbons shall be determined by 1) the highest marks=t price paid or offzr=d for any gas (or liquid hyd::::;.."::cn's) cfcampmi.::ic ‘qua.ﬁty i d:lc
g;ﬂe?g'a‘::. or 2) the gross price paid or off=red for such residue gas (or the weightad average zross selling price for '__‘u: mespective gracdes of liquid hydrecarbons),
whidhcver is the greater. In no event, however, shall the royalties payable under this paragraph be less than the royalties which would have beza due had the gas zot

besmwprocessed.

[ XTI Y]
®eses® (D) OTHER PRODUCTS. Rovaity on carson black, sulghur or any other procucts produced or manufacrursd Som gas (excepting liquid hydrodhrions)
whetiergaid gas be "casinghead,” *dry,” or any cther 23s, by Sacticnating, buming or any other procsssing shall te 3/16 part af e

2089 8duction of such products, or the markst valus thereof, at the option of the owner of the seil or the Commissioner of the Geaeral Land Officz, such marks:

valye to be deizmmined as foilews: 1) on the basis of the highest markzz prics of each product for the same month in which such product is producsd, or 2) on the

basis of the averaz= Zross sale prics of sach product for the same menth in which such preducts are produced; whichever is the greater.
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5. MINIMUM ROYALTY. During any vear after the expiration of the primaly term of this lease, if this leass is maintained by production, the royalties
paigdepder this lease in no event shall be less than an ameunt squal to the total annual defay reatrl herzin provided; otherwise, thers shail be due and pa_yablc on or
b&écrs Me last day of the month succe=ding the anniversary dats of this lease a sum equal o0 the otal annual rental less the arccunt of royalties paid during the

preczding year. H-Pamsemaph S-efthislesscdocsnotspesifrrdeiayrontab-ameunt—then for the purposes of this paragraph, the delay reatal amount shall be one

dollar ($1.00) per acre.

6. ROYALTY IN XIND. Nerwithstanding any other provision in this lease, at any time or Som time to time, the owner of the soil or the (:.:amissiu:_::—'
of the Geaeral Land Offics may, at the opticn of zither, upon not less than sixry (60) days aotice to the holder of the lease, r=quire that the payment of any rUYa"-‘E:
accruing to such royalty owner under this lease be made in kind. The owner of the soil's or the Commissicner of tie General Land Office’s right to ake its r\?)’ﬂl‘?f
kind shall not dirhinish or negate the owner of the soil's or the Commissioner of the General Land Office's rights or Lesses's obligations, whether express or implic
under this lease.

7. NO DEDUCTIONS. Lessss agress that all royalties aczruing under this lease (including those paid in kind) shall be without deduction for the cost of
prcducing, gathering, storing, separating, treating, dehydrating, compressing, processing, Tansperting, and otherwise making the oil, gas and other preducs
herzunder ready for sale or use. Lesses agre=s o compute and pay royalties on the gross value reesived, including any reimtursements for severancs taxes and
production related costs.

8. PLANT FUEL AND RECYCLED GAS. No rovalty shall be payable on any 3as as may represent this lease’s proportionats share of any fuel ""“_d "°__.d
process s produced hereunder in any procsssing plant. Notwithstanding any other provision of this lease, and subject to the writea consent of the owner of -Llc i
and the Commissioner of the General Land Otfics, L2sses may recvele z2s for 3as lik purposes on the leased premises or for injection into any oil or 3as ?I“’d:f""’
formaticn underiving the leassd premises ader the liquid hydrocarbens contained in the 32s have bezn removed; no royaities shall be payable on the recycled 338
until it is producsd and sold or used by Lesszz in 3 manner which satitles the royaity owness 10 3 royalty under this lease.

9. ROYALTY PAYMENTS AND REPCRTS. All rovaities not taken in kind shall be paid to the Commissicner of the General Land Offics at Austd,

Texas, in the foilowing manner:
g e Ay
Paymeat of rovalty on production of oil and zas shall be as provided in the rules set & the Texas Register, Rules curreadly provide tha royalty an :n‘l liJL'
and mustbe .‘:’_‘:iv:'..‘: in the General Land Offics on or before the Sth day of the sesand T zzding tie month of procucticn, and royalty on gas is d“."_;"f.._c
must be reczived in the Genzral Land Offics on or befare the 15th day of the sezond month sucss=ding the month of predusiicn, accompanied y the md:ﬂtso.c; of
owmer, manager or other authcrized agsnt. completed in the form and manner pres d 5w the General Land Officz and 3 e zross amount and dls;i"s;csiﬁcn

Haa

| 1 t 1 £ s - rte e F 31l dacuments, razord fEmOores =
all il and gas producad and the market value of the oil and gas. tog2ther with a copy of ail documents, ra<orcs or repors ¢

the zross production



dnd 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 Geaeral 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
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 Lessee pays his royalty on or before thirty (30) days after the royalty paymeat was due, then Lesses owes a penalty of 5% on the royalty or %
325.00, 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 set by the General Land Office administrative rule which is
effective on the date when the affidavits or supporting documents were due. The Lesses shall bear all responsibility for paying or causing royaltics 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 1aw
nor act 1o postpone the datebon which royalties were originally due. The above penalty provisions shall not apply in cases of title dispute as to the State’s portion of
the royalty or to that portion of the royalty in dispute as to fair market value. . ;

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually 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 reccived by the General Land Office shall be held in confidence by the General Land Office unless
otherwise authorized by Lessee. All other contracts and records pertaining to the production, transportation, sale and marketing of the oil and gas produced on said
premises, including the books and accounts, receipts and discharges of all wells, tanks, pools, meters, and pipelines shall at all times be subject to inspection and
examination by the Commissioner of the General Land Offics, the 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 copies of Railroad Commission forms for application to drill. Copies of well tests, completion reports and
plugging reports shall be supplied to the General Land Office at the time they are filed with the Texas Railroad Commission. All applications, permits, reports or
other filings that reference this lease or any specific well on the leased premises and that are submirtzd to the Texas Railroad Commission or any other govemmental
agency shall include the word "State” in the title. Additionally, in accordance with Railroad Commission rules, any signage on the leased premises for the purpose of
identifying wells, tank batteries or other associated improvements to the land must also include the word *State.* Lessec 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 clectrical 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 Iog o.f.each survey on each well to the General Land Office within fifteen (15) days after the making of said survey.
* 9 -
i (C) PENALTIES. Lessee shall incur a penalty whenever reports, documents or other materials are not filed in the General Land Offics when
ggz}ggigndq 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
v
L

«**** 11. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, during the primary term hereof and prior to discovery and production
of o ®# 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
Bag ﬁ'gm.r.}e 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
damf’completion of said dry hole or cessation of production Lessee commences additional drilling or reworking operations thereon, or pays or tenders the next
annual delay rental in the same manner as provided in this lease. If, during the last year of the primary term or within sixty (60) days prior thereto, a dry hole be
co:nple:ed 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
untd We*&piration of the primary term: and if Lessee has not resumed production in paying quantities at the expiration of the primary term, Lesses may maintaid this
lease by gonducting additional drilling or reworking operations pursuant to Paragraph 13, using the expiration of the primary term as the date of cessation of
profitékgh 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 hercof, 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 hereof.

12. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. If, at the expiration of the primary term, neither oil nor gas is being
produced on said Ignd,.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 workmanliks manner without
interruptions totaling more than sixty (60) days. If such drilling or reworking operations result in the production of oil or gas, the lease shall remain in full force and
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 compensatery
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 afier the completion of the well as a dry hole, and this lease
shall remain in effect so long as Lessee continues drilling or reworking operations in good faith and in a workmanlike manner without interruptions totaling more
than sixty (60) days. Lessee shall give written notice to the General Land Office within thirty (30) days of any cessation of production.

14. SHUT-IN ROYALTIES. For purposes of this paragraph, "well* means any well that has been assigned a well number by the state agency having
jurisdiction over the production of oil and gas. If, at any time after the expiration of the primary term of a lease that, until being shut in, was being maintained in
force and effect, a well capable of producing oil or gas in paying quantities is located on the leased premises, but oil or gas is not being produced for lack of suitable
production facilities or lack of a suitable market, then Lessce 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. - -
amouatthea 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 royalty
7. [rue and Cerrset
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must be paid on or before: (1) the expiration of the primary term, (2) 60 days after the Lessce ceases to produce oil or gas from the leased premises, or (3) 60 days o
after Lessee completes a drilling or reworking operation in accordance with the lease provisions; whichever date is latest. Such payment shall be made one-half (1/2) g
to the Commissioner of the General Land Office and onc-half (1/2) to the owner of the soil. If the shut-in oil or gas royalty is paid, the leasc shall be considersd 1o be

a producing lease and the payment shall extend the term of the lease for 2 period of one year from the end of the primary term. or from the first day of the month
following the month in which production ceased, and, after that, if no suitable production facilities or suitable market for the oil or gas exists, Lessee may extend the
lease for four more successive periods of one (1) year by paying the same amount each year on or before the expiration of each shut-in year, :

15. COMPENSATORY ROYALTIES. If, during the period the lease is kept in effect by payment of the shut-in oil or gas royalty, oil or gas is sold and '
delivered in paying tities 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 o 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-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 gasis
produced from the well causing the drainage or that is completed in the same producing reservoir and located within onc 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, Lessee shall pay an amount equal to the
difference within thirty (30) days from the end of the 12-month period. Compensatory royalty payments which are not timely paid will accrue penalty and interest in
accordance with Paragraph 9 of this lease. None of thesz provisions will relieve Lessee of the obligation of reasonable development nor the obligation to drill offses .
wells as provided in Texas Natural Resources Code 52.173; however, at the determination of the Commissioner, and with the Commissioner’s written approval, the

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

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

(A) VERTICAL. In the event this lease is in force and effect two (2) years after the expiration date of the primary or extended term it shall then terminate
as 10 all of the leased premises, EXCEPT (1) 40 acres surrounding each oil well capable of producing in paying quantities and 320 acres surrounding each gas well
capable of producing in paying quantities (including a shut-in oil or gas well as provided in Paragraph 14 hereof), or a well upon which Lessce is then engaged in
continuous drilling or reworking operaticns, or (2) the number of acres included in a producing poocled unit pursuant to Texas Natural Resources Code 152.151-
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
a.ngte.ﬂau'ors of the Railroad Commission of Texas, or amy successor 5, 2ncy, or other governmental authority having jurisdiction. If at any time after the effective
daiaofathd partial termination provisions hereof, the applicable field rules are changed or the well or wells located thereon are reclassified so that less acreage is
thex3Qy 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
pr8gytiod purposes. Norwithstanding the termination of this lease as 1o a portion of the lands covered hereby, Lessee shall nevertheless continue to have the right of
ingregs to and egress from the lands still subject to this lease for all purposes described in Paragraph | hereof, together with casements and rights-of-way for existing

aﬁg.ads:ing 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

. !

o
rth.n‘m.d: lands and for the gathering or ransportation of oil, gas and other minerals produced from the retained lands. 5

s2ee ee (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
terminat? 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)
aboe, 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 ;-
ceRugyPtion 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
terfninathon 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

CRY§Fd by this lcase.
. .

(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 exzcute and record a release or releases containing a satisfactory legal description of the acreage and/or
depths not retained hereunder. The recorded release, or a certified copy of same, shall be filed in the General Land Office, accompanied by the filing fee prescribed
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 (o be released hereunder and record such instrument at Lessee's expense in the county or counties where the lease is located and in the official records of the

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

17. OFFSET WELLS. Neither the bonus, delay rentals, nor royalties paid, or to be paid, under this lease shall relieve Lesses of his obligation to protect
the oil and gas under the above-described land from being drained. 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 upen 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 ;ffon. 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 effcct during the primary term in the absence of such drilling or reworking operations or production of il
or gas.
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19. WARRANTY CLAUSE. The owner of the soil warrants and agrees to defend title to the leased premises. If the owner of the soil defaults in
payments owed on the leased premises, then Lessce may redeem the rights of the owner of the soil in the leased premises by paying any mortgage, taxes or other Jj
on the leased premises. If Lessee makes payments on behalf of the owner of the soil under this paragraph, Lessee may recover the cost of these Payments from mens

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, Lessee or his authorized representative must submit to the Commissioner of the General Land Office a written statement which explains the
discrepancy between the iterest purportedly leased under this lease and the actual intzrest 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 2 lease, less the proportionate development and production
cost allocable to such undivided interest. However, in no event shall the Commissioner of the General Land Office receive as a royalty on the gross production
allocable to the undivided interest not leased an amount less than the value of one-sixteenth (1/16) of such gross. production.

(B) REDUCTION OF PAYMENTS. If, during the primary term, a portion of the land covered by this lease is included within the boundaries
of a pooled unit that has been approved by the School Land Board and the owner of the soil in accordance with Naoural Resources Code Sections 52.151-52.154, ¢
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. Lessce shall have the right to use water produced on said land necessary for operations under this lease except water from wells or
tanks of the owner of the soil; provided, however, Lessee shall not use potable water or water suitable for livestock or irrigation purposes for waterflood operations

without the prior consent of the owner of the soil.

22. AUTHORIZED DAMAGES. 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. A

24. WELL LOCATION LIMIT. No well shall be driiled nearer than two hundred (200) feet to any house or bam now on said premises without the

wﬁls.m:::smcm of the owner of the soil.
e

«**e*25. POLLUTION. In developing this area, Lessee shall use the highest degree of care and all proper safeguards to prevent pollution. Without limiting the
foredding, bollution of coastal wetlands, natural waterways, rivers and impounded water shall be prevented by the use of containment facilities sufficient to prevent
spillade, 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
poudm.ﬂl'qnd 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 t#ksbatteries 50 as to protect livestock against loss, damage or injury; and upon completion or abandonment of any well or wells, Lessee shall fill and level all
slysh fil; and cellars and completely clean up the drilling site of all rubbish thereon. Lessee shall, while conducting operations on the leased premises, keep said
premises free of all rubbish, cans, bottles, paper cups or garbage, and upon completion of operations shall restore the surface of the land to as near its original
condition and contours as is practicable. Tanks and equipment will be kept painted and presentable.

%

. L3
*$°°*226. REMOVAL OF EQUIPMENT. Subject to limitations in this paragraph, Lessce shall have the right to remove machinery and fixtures placed by
Lessee on the leased premises, including the right to draw and remove casing, within one hundred twenty (120) days after the expiration or the termination of this
1c2{SAA&s the owner of the soil grants Lesses an extension of this 120-day period. However, Lessce may not remove casing from any well capable of producing oil
and gas in paying quantities. Additionally, Lessee may not draw and remove casing until after thirty (30) days written noticz 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. Howgver, 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 Lessee for any purpose until thirty (30) days after the owner of the soil (or his heirs, devisces, legal
representatives or assigns) furnishes 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 or assignee does not file a
certified copy of such assignment in the General Land Office before the next rental paying date, the entirc lease shall terminate for failure to pay the entire rental due
under Paragraph 3. Every assignee shall succeed to all rights and be subject to all obligations, liabilitics, and penalties owed to the State by the original lessec or any

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

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

(1) a nominee of the owner of the soil; =
(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 soil is a partner or is an employee of such a partnership;
(4) a principal stockholder or employee of the corporation which is the owner of the soil;

(5) a partner or employee in a parmership which is the owner of the soil; 1L ‘
True and Cerrest
copy of
Qriginal filed in
Reeves County
Clerks Office
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(6) a fiduciary for the owner of the soil; including but not limited 1o a guardian, trustee, exccutor, 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 exccute and deliver to the owner of the soj]
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 properiy 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 swrrender; 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 O;ASSIGNMBH‘S AND RELEASES. If all or any part of this lcase is assigned or released, such assignment or relcase must be recorded jn -
the county where the land is situated, and the recorded instrument, or a copy of the recorded instrument certified by the County Clerk of the county in which the
instrument is recorded, must be filed in the General Land Office within 90 days of the last execution date accompanied by the prescribed filing fee. If any such
assignment is not so filed, the rights acquired under this lease shall be subject to forfeiture at the option of the Commissioner of the General Land Office.

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

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

interests.

32. FORFEITURE. If Lessee shall fail or refuse to make the payment of any sum within thirty days after it becomes due, or if Lessee or an authorized
agent should knowingly make any false rerum or false report conceming production or drilling, or if Lessee shall fail or refuse to drill any offset well or wells in good
faith as required by law and the rules and regulations adopted by the Commissioner of the General Land Office, or if Lessee should fail to file reports in the manner
required by law or fail to comply with rules and regulations promulgated by the Genecral Land Office, the School Land Board, or the Railroad Commission, or if
Lessee should refuse the proper authority access to the records pertaining to operat «ns, of if Lesses or an authorized agent should knowingly fail or refuse to give
correct information to the proper authority, or knowingly fail or refuse to furnish the General Land Cffice 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
forfottuses and when forfeited the area shall again be subject to lease under the terms of the Relinquishment Act. However, nothing herein shall be construed as
waiwing hi¢ automatic termination of this lease by operation of law or by reason of any special limitation arising hereunder. Forfeitures may be set aside and this
lease aadall rights thereunder reinstated before the rights of another intervene upon satisfactory evidencs to the Commissioner of the General L md Office of furure
corhplinc® with the provisions of the law and of this lease and the rules and regulations that may be adopted relative hereto.,

.

eses S3- LIEN. Inaccordance 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'ﬂajs’lgsc to secure payment of all unpaid royalty and other sums of meoney that may become due under this lease. By acceptance of this lease, Lessee grants the
State, in a.ddition to the lien provided by Texas Natural Resources Code 52.136 and any other applicable starutory lien, an express contractual lien on and security
irm:.tu'czall leased minerals in and extracted from the leased premises, all proczeds which may accrue to Lessee from the sale of such leased minerals, whether such
proceeds are held by Lessee or by a third party, and all fixtures on and improvements to the leased premises used in connection with the production or processing of
such’eased minerals in order to secure the payment of all royalties or other imounts due or W become due under this lease and to secure payment of any damages or
lasg dhag §essor 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
forkclosdl with or without court procsedings in the manner provided in the Title 1, Chapter @ of the Texas Business and Commerce Code. Lessee agrees that the
Carepigfioner may require Lessee to execute and record such instruments as may be reasonably necessary to acknowledge, artach or perfect this lien. Lessee hereby
refresents that there are no prior or superior liens arising from and relating to Lesses'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 declare this lease forfeited as provided
herein,

34. POOLING. Lessee is hereby granted the right to pool or unitize the royalty interest of the owner of the soil under this lease with any other leaschold
or mineral interest for the exploration, development and production of il 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, parters, 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 agents arising out of, incidental to, or resulting from, the operations of or for Lessee on the leased premises
hereunder, or that may arise out of or be occasioned by Lessee's breach of any of the terms or provisions of this Agreement, or by any other negligent or strictly liable
act or omission of Lessee. Further, Lesses hereby agrees to be liable for, exonerate, indemnify, defend and hold harmless the State of Texas and the owner of the soil,
their officers, employees and agents, their successors or assigns, against any and all claims, liabilities, losses, damages, actions, personal injury (including death),
costs and expenses, or other harm for which recovery of damages is sought, under any theory including tort, contract, or strict liability, including attomneys® 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 rclated to Lessee’s operations or any other of Lessee’s activities on the leased premises; thoss arising from
Lessce'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, partmers, agents, contractors, subcontractors, guests, invitees, and their respective
successors and assigns. Each assignee of this Agreement, or an interest therein, agrees to be liable for, exonerate, indemnify, defend and hold harmless the State of
Texas and the owner of the soil, their officers, employees. and agents in the same manner provided above in connection with the activities of Lessee, its officers,
employees, and agents as described above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF THE INDEMNITY OBLIGATIONS
ANDI\OR LIABILITIES ASSUMED UNDER THE TERMS OF THIS AGREEMENT SHALL BE WITHOUT LIMITS AND WITHOUT REGARD TO
THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXISTING CONDITIONS), STRICT LIABILITY, OR THE NEGLIGENCE OF ANY PARTY
OR PARTIES (INCLUDING THE NEGLIGENCE OF THE INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE BE SOLE, JOINT,

CONCURRENT, ACTIVE, OR PASSIVE.



36. ENVIRONMENTAL HAZARDS. Lesses shall use the highest degree of care and all reasonable safeguards to prevent contamination or pollution ofl‘
any environmental medium, including soil, surface waters, groundwater, sediments, and surface or subsurface strata, ambieat air or any other environmenta] 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
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, Compensaticn and Liability Act (CERCLA), 42 U.S.C. Sections 9601, et seq.), er 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 REREUNDER AND LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND
DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST ANY CLAIMS, DAMAGES, JUDGMENTS, PEN,\LUE&
LIABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS’ FEES AND COURT COSTS) CAUSED BY OR ARISING OUT OF Mma
VIOLATION OF THRFOREGOING 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 S}LU.L'
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 to these stanutes, the starutes will
prevail over any nonconforming lease provisions.

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

39. LEASE FILING. Pursuant to Chapter 9 of the Texas Business and Commerce Cod:. this lease must be filed of record in the office of the County

CI:rk‘in any county in which all or any past of the leased premises is located, and certified copies thereof must be filed in the General Land Office. This lease is not
efTeetiyg until a centified copy of this leass (which is made and centified by the County Clerk fromthis records) is filed in the General Land Officz in accordance with

T8 Natural Resources Code 52.183. Additionally, this lease shall not be binding upon the SL:L'_: unless it recites the actual and true consideration paid or promised
forgggution of this lease. The bonus due the Stare and the prescribed filing fes shall accompany such certified copy to the General Land Offics. e
LA Y | . i = .
*SE;'e ‘Exhibit "A" attach%x additjional, lease provisions.
—_—
I ot ,
e LESSEE 7/ .
.:...: BY: Clay Johnson
L]
3 TITLE: ;.
4-24-73 Y
= - DATE:
L]
O:o. .: R ST
STATE OF TEXAS STATE OF TEXAS

/BY; awf_%ma/ BY: it el
Individually and ent #r the State of Texas 3 e I.. Hanna Individually and as agent e State of Texas -~
'I‘rust? MLH Revocable %E Mar e‘rY . Tax’ m@&
Date: 23 /93 3 Date:

- . 7 0
STATE W ~ STATE OF TEXAS

./BY! 6/0%_ BY:

Individdally and as agent for the Stateof Texas Michael S. Waltrip, Individually and as agent for the State of Texas

Trustee of iﬁe MSW Revocable Trust Tax mﬁ'

“23y-5¢ Date:

Date:

Kenheth Waltrip, Tm,étee of the

KPW Revocable Trust
Data: 7 2¥-%¢ Tax m-_

T True and Correst

copy of
j) Qriginal filed in
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“‘--...'_'-»/ R e, ue a1t y
Clerks Office



" statEor___ [ SHGD (ESRPORATION ACKNOWLEDGMENT)

countyor___ W\ td.L(lA\.OL Céa/ﬂ
BEFORE ME, the undersigned autherity, on this day personally appearsd 7 Offd ?} u% ’ \

known to me to be the person whose nams i subseribed to the .’::-:;:.:; instrursent, ae- = of

#nd acknowledged to me that he executed the same
for the purposes and cm%ndcmon therein expressed, in the capacity stated, and as the act and 20d deed of sid corporation.

Given under oy hand and seal of offics this the Zg day of

................ ) mwf?nm&w

g mm mommmnmw._
1 :7‘%, . NOTARY PUBLIC

. -
Notary Public in and for 7 K2

L e A e o

S —
TEXAS ‘ State of Texa CRRXIKXKIN ACKNOWLEDGMENT)
STATROY Zor j/ Comm. Exp. 10-30-99 :
county oF_JARR AN T swiimmremnmmrmrneresrrre Marg er’
BEFORE ME, the undersigned authority, on this day personally appeared %L. Hanna
known 10 me to be the person whose name is subseribed to the foregoing instrument, 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 stat=d, and as the act and de=d of said SIRSXERISCR .

8,_’Z_Ddayof SEPTEmPBER 1994,
KIMBERLY K. HOWARD} ,5/( anb.uﬁ.n « é-L@u_AQ/zaf

y
NOTARY PUBLIC §
State of Texas § Notary Public in and ﬁ:r GTATE OF TEXAS
Comm. Exp. 0501-2002 §

(INDIVIDUAL ACKNOWLEDGMENT)

coppvror_TARRANT

*tee u Before me, the undersigned autherity, on this day personally appearsd Michael S. Waltrip, Trustee of the
MSW Revocable Trust

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

cmdx&:on therein expressed. D
. g 5 r{Z _day of 65W€ﬁ75(£ ;19 9 g
CMBERLY . HowARo LKool 5 Hooand
Notary P‘ubhcmmdfor lef-ﬁ 2 f {JE EEJ[i 5

State of Texas
Comm. Exp 05-01-2002

STATE OF TEXAS (INDIVIDUAL ACKNOWLEDGMENT)

countyor__TARRANT

Before me, the undersigned authority, on this day personally appeared__ Kenneth Waltrip, Trustee of the
KPW _Revocable Trust

known 1o me to be the persons whose names are subscribed 1o the foregoing instrument, and acknowledged to me that they exscuted the same for the purposes and
consideration therein expressed.

Given under my hand and seal of office this the {;g ¥ i day of éiﬁfméiﬁ 19 9 g
. Fsrmbusnl K Howonsl

L
. \ KIHBERLY K. HOWAHD, Notary Public in .md%r GTATE OF TEXAS
i . NOTARY PUBLIC §
State of Texas ¢{
b Comm. Exp. 05-01-2002 §

True and Correct
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,
[} 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
Be* ok"is further agreed that Lessee, its successors and assigns, shall not erect any buildings or houses on the leased premises and that
o *seply those structures which are reasonably necessary for production facilities or tank batteries shall be erected on the surface of
- tlfe leased premises.

I*l'otwmhstandmg 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
*o** 18 writing if fresh water is encountered during drilling, or if a fresh water formation is penetrated.
L
.8..,[:essee further agrees to maintain all drill sites and other portions of the surface used or occupied by Lessee, its successors or
dssigns, free and clear of weeds and noxious vegetation and will maintain the same in a reasonable manner to prevent additional
cose -éamage to the owner of the soil’s other land and crops.

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

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

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

CERTIFIED |TRUE AND CORRECT COPY CEHTIHCA"ZF
FILE NO.
COUN
TY OF REEVES ED: 11/5/98

The above and foregoing is.a lgll true and correct phidtographic copy of the
ori gma\ record now in my Iawfuw cusmdy and pﬁssesscm as the same is
n..-‘- 5 odfia AR o

RECORD
True and Correct .li},]e%mm s CORDSy 1 /5798
copy of
Original filed in
Reeves County
Clerks Office
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Transaction # 2795 Ceologist: L. Collier
Lessor KPW Revocable Trust; MSW Revocable Trust; & MLH Rev | gasg Date: 8/19/98 O
Lesses: Clay Johnson Acres: 165
LEASE DESCRIPTION
County BassFleNo Part Sec. Block Twp Survey Abst#
REEVES — 93424  South360acres 30 55 05 T&PRYCO 2444
REEVES — 93423 South 360 acres 34 55 058 T&PRYCO 2443
TERMS OFFERED TERMS RECOMMENDED
PrimaryTerm:  [Syears | Pimarylem  (Syeas |
Bonus/Acre: [ 5000 Bonus/Acre [ $5000]
Rental/Acre: | $1.00 | Rental/Acre T
Royalty: s ] Rayaity [ar16 |
COMPARISONS
MF # Lesses Dats Itl‘m Bonus/Ac. - Rental/Ac.  Royaity  Distance

G e ] i [ ] lsstleass
O AR F S AT | SR e | e | I S
| 15T L LTS | TR | SNV | D |} | il FLER
S W T | 1 | |
Lo TN T S Y 3 R { N | I | 1k |

Comments: |Gross acres 720. First & second year rental $1.00, third & fourth year rental $16.67.

Qg
L

\(_w

Approvet:_COLD

Wednesday, September 09, 1998
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TITAN RESOURCES, L.P. *

ACQUISITION CHECKINR ER OF THE GENERAL LAND OFFICE 11/2/98 ngg 04
06575

PARAGON #299:Lease Bonus

Payment in full of 1/2 Lease Bonus Consideration due
, the State of Texas for Oil & Gas Lease
dated 08/19/98 from the State of Texas by Agent
KPW Revocable Trust: MSW Revocable Trust; &
MLH Revocable Trust, Lessor, in favor of Clay Johnson,
Lessee, covering The S/360 ac. of Section 30,
Block 55, T-5, T&P Ry. Co. Survey,

Reeves County, Texas. 9 g 0 l 4 0/ g
L

Checking Lease Bonus \ 2.062.50
TITAN RESOURCES, L.P.
ACQUISITIQW CHFEKRYNER OF THE GENERAL LAND OFFICE 11/2/98 002804
PARAGON #299:Lease Bonus Payment in full of 1/2 Lease Bonus Consideration due 2,062.50
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,
. W Lessee, covering The S/360 ac. of Section 30,
Py Block 55, T-5, T&P Ry. Co. Survey,
#0%0.% Reeves County, Texas.
slee
34, 2
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Qhetkilg Lease Bonus 2,062.50



IiAN NCOUVUNUCO, L.

ACQUISITIE%&%SQ%&ER OF THE GENERAL LAND OFFICE 11/2/98 Qp; @ 2 3
PARAGON #299:Lease Bonus Payment in full of 1/2 Lease Bonus Consideration due L0625
the State of Texas for Oil & Gas Lease
dated 08/19/98 from the State of Texas by Agent
Dorothy Jean Keenom, Individually & as Trustee of the
Thomas Hill Puff Trust & Nancy Puff Jones Trust,
Lessor, in favor of Clay Johnson, Lessee, covering
the S/360 ac. of Section 30, Block 55, T-5, T&P Ry. Co.
Survey, Reeves County, Texas.

@)
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|
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O
Q0

Checking Lease Bonus 206250
TITAN RESOURCES, L.P.
ACQUISITIQN CHIFSSRAER OF THE GENERAL LAND OFFICE 11/2/98 002823
.PQEKAGON #299:Lease Bonus Payment in full of 1/2 Lease Bonus Consideration due 2,062.50
P the State of Texas for Oil & Gas Lease
R dated 08/19/98 from the State of Texas by Agent
.. Dorothy Jean Keenom, Individually & as Trustee of the
- Thomas Hill Puff Trust & Nancy Puff Jones Trust,
tess Lessor, in favor of Clay Johnson, Lessee, covering
.':.:.:’.:' the $/360 ac. of Section 30, Block 55, T-5, T&P Ry. Co.
. Survey, Reeves County, Texas.
. :. .. :
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Checking Lease Bonus " 2,062.50



HITAN REDUURLED, L.F. ¥

ACQUISITIZNIVASKISRER OF THE GENERAL LAND OFFICE 208

PARAGON #299:Lease Bonus

Checking Lease Bonus

TITAN RESOURCES, L.P.

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

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

Hill Investments, Ltd., Lessor, in favor of Clay Johnson,
Lessee, covering the S/360 ac. of Section 30, Block 55,
T-5, T&P Ry. Co. Survey, Reeves County, Texas.

F.

ACQUISITION, CHERERSNER 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
- g dated 08/19/98 from the State of Texas by Agent
L Hill Investments, Ltd., Lessor, in favor of Clay Johnson,
"..""5 Lessee, covering the S/360 ac. of Section 30, Block 55,
'-. .o T-5, T&P Ry. Co. Survey, Reeves County, Texas.
e
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Checking Lease Bonus
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9901400
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/ 187.50

002831

187.50

187.50



AN REDVURVED, L., ¥

ACQU‘SITQB%gg%%ER OF THE GENERAL LAND OFFICE 11/3/98 qg}g % 4 2
‘PARAGON #299:Lease Bonus Payment in full of 1/2 Lease Bonus Consideration due L0020
the State of Texas for Oil & Gas Lease
dated 08/19/98 from the State of Texas by Agent
Virginia Glenn Hill Lattimore, James Robert Hill & John A.
Styrsky, Co-Trustees of the Houston & Emma Hill Trust
Estate; Virginia Glenn Hill Lattimore, Individually; & James
Robert Hill, Individually, Lessor, in favor of Clay Johnson,
Lessee, covering the S/360 ac. of Section 30. Block 55,
T-5, T&P Ry. Co. Survey, Reeves County, Texas.

[ [{
33014106
Checking Lease Bonus ). 4.500.00
TITAN RESOURCES, L.P.
ACQUISITIQRSHIFSSISNER OF THE GENERAL LAND OFFICE 11/3/98 002842
PARAGON #299:Lease Bonus Payment in full of 1/2 Lease Bonus Consideration due 4,500.00
the State of Texas for Oil & Gas Lease
o, dated 08/19/98 from the State of Texas by Agent
s 48 Virginia Glenn Hill Lattimore, James Robert Hill & John A.
,:c;:; Styrsky, Co-Trustees of the Houston & Emma Hill Trust
Cied Estate; Virginia Glenn Hill Lattimore, Individually; & James
::.' : Robert Hill, Individually, Lessor, in favor of Clay Johnson.
I - Lessee, covering the S/360 ac. of Section 30, Block 53,
AT T-5, T&P Ry. Co. Survey, Reeves County, Texas.
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Checking Lease Bonus ‘ 4.500.00



IHTAN HESUUHUES, L.F. ¥

ACQUIS'TI%B&F{@é%%ER OF THE GENERAL LAND OFFICE 11/3/98 0 p 2 % 4 5
87.5

PARAGON #299:Lease Bonus Payment in full of 1/2 Lease Bonus Consideration due
the State of Texas for Oil & Gas Lease
dated 08419/98 ffom the State of Texas by Agent
H-S Minerals & Realty, Ltd., Lessor, in favor of Clay
Johnson, Lessee, covering the S/360 ac. of Section 30
Block 55, T-5, T&P Ry. Co. Survey,
Reeves County, Texas.

9901410¢

Checking Lease Bonus X 187.50
TITAN RESOURCES, L.P.
ACQUISITIQR GHFRERNER OF THE GENERAL LAND OFFICE 11/3/98 002845
PARAGON #299:Lease Bonus Payment in full of 1/2 Lease Bonus Consideration due 187.50
the State of Texas for Oil & Gas Lease
P dated 08/19/98 from the State of Texas by Agent
b H-S Minerals & Realty, Ltd., Lessor, in favor of Clay
. Johnson, Lessee, covering the $/360 ac. of Section 30
it Block 55, T-5, T&P Ry. Co. Survey,
: Reeves County, Texas.
. spe
® el
seee
.
asenes
. L
..
.6'....&
. .
e de
L] -
187.50

Checking . Lease Bonus
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TEXAS GENERAL LAND OFFICE

GARRY MAURO
COMMISSIONER

TO:

FROM:

Garry Mauro, Commissioner

Spencer Reid, Senior Deputy Commissioner

Robert Hatter, Director of Mineral Leasing

Peter Boone, Chief Geologist

RE: Relinquishment Act Lease

Applicant:  Clay Johnson

County: REEVES
Section: 30 Block:
Survey: T&PRY CO
Prim. Term: 5 years
Royalty: 3/16
Consideration

Recommended: (Z(Q 9.9.%
Not Recommended:
Comments:

Lease Form

Bonus/Acre
Rental/Acre

M-/00d03

MEMORANDUM

DATE:

09-Sep-98

Base File #: 93424

Abstract:

$50.00
$1.00

Recommended: ()
Not Recommended:

Comments:

Spencer Reid, Senior Deputy

Recommended: 3&

Not Recommended:

Garry Mauro, Commissioner

Approved: S !2]

Not Approved:

Date: 416 -9

Date:

2444
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Texas General Land Office oLl oatn Buliciy
. orth Congress Avenue
Garry Mauro, Commissioner Austin, Texas 78701-1495
(512) 463-5001

<

December 18, 1998

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

Re: RELINQUISHMENT ACT LEASE NO. M-100203
So 360 acres of Sec. 30, Blk. 55, Township 5,
T&P Ry. Co. Sur.
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-100203. Please refer to

this number in all future correspondence conceming the lease.

Your remittance of $312.50, has been applied as the state’s portion of the bonus, the
processing fee and the filing fee. Please let me know if you should have any questions.

Sincerely,

D Re

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

DR:MT:mrg

Printed on recycled paper with soybean ink






Lease-Number Book/Vol Page Entry County / Parish State
TX299-389-276-005-00 596 783 |003091 REEVES "TXK
Lease Name: | H-S Minerals: State of Texas, acting by and thru Lease Date | 08/19/98
Legal Description
The South 360 acres of Section 30, Block 55, Township 5, T&P Ry. Co. Survey
93058092
PROSPECT TX299 - PARAGON INDIAN/ST/FED LSE# M-100203
!%ie;e’(?) Account Number Amount

(X L]
Stateé of Texas
Gemeral Land Office
1700 N. Congress Avenue
Austin, TX 78701

/\

éOCXB-"B

/2]

. . ~
RN® **Period Beg. 08/19/195{DELAY RENTAL /
\.‘_\_—-_;

CHECK ¥ 100546

INSTRUCTIONS TO DEPOSITORY: You have been designated as depository for the above described payment.
thereof to the parties named and in the amounts indicated
make the deposit to the credit of the party named in a special account,

and advise us as soon as possible for further instructions.

Please credit the proceeds

Should any difficulty of any nature arise, DO NOT RETURN our check, but

Totan LResources LP

100546
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Leagse Number Book/Vel Page Entry County / Parish State

TX299-389-276-003-00 596 548 |003065 REEVES TX

Lease Name: | Hi]1]1 Inv: State of Texas, acting by and through Lease Date | 08/19/98

Legal Description
The South 360 acres of Section 30, Block 55, Township 5, T&P Ry. Co. Survey
39058003
PROSPECT TX299 - PARAGON INDIAN/ST/FED LSE# M-100203
Account Number Amount

Payee (8)

seee

Ssete of Texas
Germ*yal Land Office

Aygtin, TX 78701

1700°N. Congress Avenue

e

COCX 3.75

| H

. ; - X
RN-;.Perlod Beg. 08/19/19%€’6§LAY RENTAL )

CHECK # 1005

42

N

INSTRUCTIONS TO DEPOSITORY: You have been designated as depository tor the above described payment.
thereof to the parties named and in the amounts indicated. Should any difficulty of any nature arise,

Please credit the proceeds
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.

T oten o sources (P

100542
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Lease Number Book/Vol Page Entry

County / Parish State

TX299-389-276-001-00 598 647 |003076

REEVES TX

Lease Name: | KPW Revocable Trust, et al: State of Texas,

acting | Lease bate| 08/19/98

Legal Description

The South 360 acres of Section 30, Block 55, Township 5, T&P Ry. Co. Survey

PROSPECT TX299 - PARAGON INDIAN/ST/FED LSE# M-100203

9390580094

as
)
E%‘%&j 8)

.
Account Number Amount

e *

State of Texas

Gene¥al Land Office
1700°N. Congress Avenue
Austin, TX 78701

CCLX41.25

|2

a_oe

7 "
RN - Period Beg. 08/19/199{DELAY RENTAL

CHECK # 100538

\.__________

INSTRUCTIONS TO DEPOSITORY: You have been designated as depository for the above described payment.
Should any difficulty of any nature arise,
and advise us as soon as possible for further instructions.

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
DO NOT RETURN our check, but

Wm /@&)L[/’C(S (’P100538
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Lease Numbér Book/Vel Page Entry County / Parish State

TX299-389-276-002-00 596 422 (003051 REEVES TX

Lease Name: | Keenom, etal: State of Texas, acting by and through | Lease pate| 08/19/98

Legal Description

The South 360 acres of Section 30, Block 55, Township 5, T&P Ry. Co. Survey

99058005

PROSPECT TX299 - PARAGON INDIAN/ST/FED LSE# M-100203

ssse
yayme \’g ) Account Number Amount
1)

statd of Texas (OC X a1.25

General Land Office
170Q N. Congress Avenue

Austin, TX 78701
|2
-
RN*—**Period Beg. 08/19/1996%ELAY RENTAL N\ CHECK'# 100540

INSTRUCTIONS TO DEPOSITORY: You have been de5:;;:EEE—EE"EEEEFTTB??—?STdEE;’above described payment. Please credit the proceeds
but

thereof to the parties named and in the amounts indicated. Should any difficulty of any nature arise, DO NOT RETURN our check,
make the deposit to the credit of the party named in a special account, and advise us as soon as possible for further instructions.

‘ - wreces L
Tt Resourees 100540
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Check #101353

Property Id / MMS Eff. Date Recording Information State County/Parish
" TX299-389-276-001-00 08/19/1998 | 11/09/98 BK 596 PG 647 ENTRY 003076 TEXAS Reeves
M-100203
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 South 360 acres of Section 30, Block 55, Township 5, T&P Ry. Co. Survey
Payee Name & Address SSN/Tax Id Number

State of Texas, acting by and through the
Commissioner of the General Land Office / Federal Tax Withheld
1700 N. Congress Avenue 0.00
Austin, TX 78701 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 41.25 0.00
L L L)
L] -
LR L
oSl 0.00] 0.00] [
.
*d 1.0 0.00] 0.00] [
/1o | 0.00 0.00 | NN 41747
. oo ~< Uil H
..0.
T 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 |mmedtatelyN 0 1 U 1 3 5 3







Check # 101355

Property Id / MMS Eff. Date Recording Information State County/Parish
J TX299-389-276-002-00 08/19/1998 | 11/09/98 BK 596 PG 422 ENTRY 003051 TEXAS Reeves
M-100203

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 South 360 acres of Section 30, Block 55, Township 5, T&P Ry. Co. Survey

Payee Name & Address SSN/Tax Id Number
State of Texas, acting by and through the
Commissioner of the General Land Office Federal Tax Withheld
1700 N. Congress Avenue 0.00
Austin, TX 78701 \/\ ’ Account Number
ﬂ Total Bank Charges
0.00
Payment Period Payment Amount Bank Service Property Property
Due Date | (in months) Description Due Charges Sub-Type Sub-Id
08/19/2000 12 Delay Rental 41.25 0.00
eose/ [ | ] | 0.00 | 0.00] |
aeee
seee -
ey /] [ | 0.00] 0.00] ]
.
.o . . '.
G ¢ | l | 0.00] 0.00] -
1T [ 3 4
~ o J-L o .y
o bd | ] I 0.00] 0.00 | |
« o ¥
. oo

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 |mmedtatehN 0 1 U 1 3 5 5
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Check #101359

| Pruperty Id /| MMS Eff. Date Recording Information State County/Parish
| TX299-389-276-003-00 08/19/1998 | 11/09/98 BK 596 PG 548 ENTRY 003065 TEXAS Reeves
M-100203
. Property Name / Lessor
State of Texas, acting by and through its agent, Hill Investments, Ltd.
Property Legal Description
The South 360 acres of Section 30, Block 55, Township 5, T&P Ry. Co. Survey
Payee Name & Address SSN/Tax Id Number

State of Texas, acting by and through the
Commissioner of the General Land Office /{ g

1700 N. Congress Avenue

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 3.75 0.00
e
ape®
oese,/ /| | [ 0.00] 0.00] [
. deee
e 5/ | [ [ 0.00 ] 0.00] |
i | | 0.00] 0.00] [
r :
P 00 51 £n4
£l [ I 0.00] 0.00] l il

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 immediatelN 0 1 0 1 3 5 8
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Check #101361

Property Id /| MMS

Eff. Date

Recording Information

State

County/Parish

TX299-389-276-004-00
” M-100203

08/19/1998 | 11/09/98 BK 596 PG 521 ENTRY 003062

Reeves

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 South 360 acres of Section 30, Block 55, Township 5, T&P Ry. Co. Survey

Y40.00

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
ﬁ’ayment Period Payment Amount Bank Service Property Property
Dug Date (in months) Description Due Charges Sub-Type Sub-Id
08/19/2800 12 Delay Rental 90.00 0.00
Fedoe
LA LN} .
- l 0.00] 0.00] ]
- LI ]
. LX ]
/1] [ 0.00] 0.00] [
l. a.e
7] | 0.00] 0.00] [
¥ N O
\.] [.} 0L/ :.l’_.\ J
Fr | 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 mmediate!N 0 1 U 1 3 6 1
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Check #101363

Property Id / MMS Eff. Date Recording Information State County/Parish
TX299-389-276-005-00 08/19/1998 | 11/09/98 BK 596 PG 783 ENTRY 003091 TEXAS Reeves
M-100203

Property Name / Lessor

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

Property Legal Description

The South 360 acres of Section 30, Block 55, Township 5, T&P Ry. Co. Survey

Payee Name & Address SSN/Tax Id Number

State of Texas, acting by and through the

Commissioner of the General Land Office

: 0.00
Austin, TX 78701

Federal Tax Withheld
1700 N. Congress Avenue é_)
/\ Account Number

Nf\@ Total Bank Charges

0.00
Payment Period Payment Amount Bank Service Property Property
Due Date | (in months) Description Due Charges Sub-Type Sub-Id
08/19/2000 12 Delay Rental 3.75 0.00
gooo.
aded | I I 0.00] 0.00] I
. []
ssen
| ed /e | [ [ 0.00 | 0.00] |
. .
/1] [ | 0.00] 0.00] NN e s
* >~ JICoUo
. %
L] . .
y il | [ 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 xmmediatelN 0 1 0 1 3 8 3
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