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General Land Office
Relinguishmnt Act Lease Form
Revised, September 1997
OIL AND GAS LEASE
THIS AGREEMENT is made and entered into this_ 1 9 dgorﬁug‘ls‘t 19_98 , berween the State of Texas, acting by and through its
agent, H-S Mimerals and Realty, Ltd.
of
P, O, Box 27284, Austin, TY¥ 7R755-2284 said agent
(Give Permanent Address) i
herein referred to as the owner of the soil (whether one or more), and Clay Johnson .
203 W, Wall, Suite 800 of
Midland, TX 79701
(Give Permanent Address)
hereinafter called Lessee.

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

The South 360 acres of Section 34, Block 55,.Township 5,
T&P Ry. Co. Survey.

“““i“h‘- 360 acres, more or less. The bonus consideration pl.idfurdtis!a-uis:sfalluws:
To the State of Texas:__One Hundred Eighty-seven and 50/100———cc—ccee oo
Dollars(S__187,50 )
To the owner of the soil:_ One Hundred Eighty-seven and 50/10-——————————mm—eeeew
JILee Dollars(S__ 187 .50 )
:J: Total bonus consideration;_Three Hundred Seventy-=five and 00/100--—-———————eee——
Tan" & Dollars (5___ 375,00 )
- -
The nus consideration paid represents a bonus of Fifty and 00/100-———————— e
"_P?f?: Doilars (S 50.00 ) peracre,on _7 .5  netacres.
coseel TERM. Subject to the other provisions in this lease, this lease shall be for aterm of__Five (5) years from this date

(herein called "primary term”) and as long thereafter as oil and gas, or either of them, is produced in paying quauti:_is from said land.
As uscd in this lcase, the term "produced in paying quantities® means that the receipts from the sale or other authorized commercial use of the substance(s) coversd
exceed Qe df pocket operational expenses for the six months last past.

L] L

L ]
sseoee wli
3.4 * Delay Rentals: If oil or gas in paying quantities is not being produced from the premises on the first anniversary date of this Lease and there are then no drilling

operations being conducted on the premises, then this lease shall terminate unless, on or before such anniversary date, Lessee shall pay, % directly to the owner of the soil
and a like amount paid or tendered to the COMMISSIONER OF THE GENERAL LAND OFFICE OF THE STATE OF TEXAS, AT AUSTIN, TEXAS, a delay rental in
the amount specified in the following schedule multiplied by the number of acres then covered by this lease, which payment, when timely made, shall continue this lease for
a period of one (1) additional year. In like manner and upon payment of the amounts set out in the following schedule, this lease may be further continue for successive one-

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

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

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




) 4. PRODUCTION ROYALTIES. Upon production of oil and/or gas, 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 separaior or other equipment, a5 hereinafier provided; shall be
3/16 part of the gross production or the market value thereof, at the option of the owner of the soil or the Commissioner of the

General Land Office, such value to be determined by 1) the highest posted price, plus premium, if any, offered or paid for oil, condensate, distillate, or other liquid
hydrocarbons, respectively, of a like type and gravity in the general arca where produced and whea run, or 2) the highest market price thereof offered or paid in the
general area where produced and when run, or 3) the gross proceeds of the sale thereof, whichever is the greater. Lessee agrees that before any gas produced from the
lasedpremisesissold.nsedo:pmmdinnplmt.itwmbemn&uofmmﬁemyﬂtymmd:mu;hnaﬂequmuﬂndgzs:mmufnonvemionznypg_“
other equipment at least as efficient, so that all liquid hydrocarbons recoverable from the gas by such means will be recoversd. The requirement that such gas be run
through a separator or other equipment may be waived in writing by the royalty owners upon such terms and conditions as they prescribe.

(B) NON PROCESSED GAS. Royalty on any gas (including flared gas), which is defined as all hydrocarbons and gascous substances not defined
as oil in subparagraph (A) above, produced from any well on said land (except as provided herein with respect to gas processed in a plant for the extraction of
gasoline, liquid hydrocarbons or other products) shall be 3/16 part of the gross production or the market value thereof, at the option of the
owner of the soil or the Commissioner of the General Land Office, such value to be based on the highest market price paid or 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. ’

(&) PROCESSED GAS. Royalty on any gas processed in a gasoline plant or other plant for the recovery of gasoline or other liquid hydrocarbons
shall be 3/16 part of the residue gas and the liquid hydrocarbons extracted or the market value thereof, at the option of the
owner of the soil or the Commissioner of the General Land Office. All royaltics due herein shall be based on one hundred percent (100%) of the total plant
production of residue gas attributable to gas produced from this lease, and on fifty percent (50%), or that percent accruing to Lessee, whichever is the greater, of the
total plant production of liquid hydrocarbons artributable to the gas produced from this lease; provided that if liquid hydrocarbons arc 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 agrezments 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 royaltics payable under this paragraph be less than the royalties which would have been due had the gas not
been processed. ;

(D) OTHER PRODUCTS. Royalty on carbon black, sulphur or any other products produced or manufacturcd from gas (excepting liquid hydrocarbons)
whetjer said gas be "casinghead,” "dry,* or any other gas, by fractionating, burning or any other processing shall be 3/16 partof the
gro®s prodection of such products, or the market value thereof, at the opticn 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

bas':.o:f'(ﬁezvcrage 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
paig 88dek ;his lcase 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
befort e last day of the month succeeding the anniversary date of this lease a sum equal to the total annual rental less the amount of royalties paid during the

pregsding, fear. HePeregraph-3ofthis-foxsedocy ot specifyrdchry-ronta-amount-then for the purposes of this paragraph, the delay reatal amount shall be one

dollat (51.80) per
-

. “6. ROYALTY IN KIND. Notwithstanding any other provision in this lease, at any time or from time to time, the owner of the soil or the Commissioner
of the Ltheral Land Office may, at the option of cither, upon not less than sixty (60) days notice to the holder of the lease, require that the payment of any myaltis.
tovsuch royalty owner under this lease be made in kind. The owner of the soil’s or the Commissioner of the General Land Office’s right to take its royaity in

accruin
kinaiﬁ.zfiot dimninith or negate the owner of the soil's or the Commissioner of the General Land Office’s rights or Lessee's obligations, whether express or implied.
under this lease.

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

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

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

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



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

or pools and gas lines or gas storage, and any other reports or records which the General Land Offics may require to verify the gross production, disposition and
market value. In all cases the authority of a manager or agent to act for the Lessee herein must be fled in the General Land Office. Each royalty Payment shaj
accompanied by a check stub, schedule, summary or other remittance advice showing by the assigned General Land Office lease number the amount of royaly 1::
paid on each lease. IfLesscz pays his royalty on or before thirty (30) days after the royalty paymest was due, then Lessee owes a penalty of 5% on the royalty .
525.00, whichever is greater. A royalty payment which is over thirty (30) days late shall aceruc a penalty of 10% of the royalty due or $25.00 whichever is gx::a
In addition to a penalty, royalties shall accrue interest at a rate of 12% per year; such interest will begin accruing when the royalty s 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 adminiszative e which is
cffective on the date 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 datz provided herein. Payment of the delinquency penalty shall in no way operate to prohibit the State's right of forfeiture as provided by law
nor act to postpone the date on which royalties were originally due. The above peaalty provisions shall aot apply in cases of title disputz as 1 the State’s portion of
the royalty or to that pcraon of the royalty in dispute as to fair mark=t value. " .

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lesses 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 contraces under
which gas is sold or procsssed and all subsequent agreemems and amendments (o such contracts within thirty (30) days after entering into or making such contracts,
agrecments or amendments. Such contracts and agreements whea reczived by the General Land Office shall be be!d in confidence by the General Land Office unless
otherwisc authorized by Lesses. 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 Aftomey General, the Govemor, or the representative of any of them.

(B) PERMITS, DRILLING RECORDS. Wrinzn notice of all operations on this lease shall be submitzed to the Commissioner 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
written notice to the General Land Office shall include copies of Railroad Commission forms for application to drill. Copies of welt tests, completion reports and
plugging reports shall be supplied to the General Land Offics at the time they are filed with the Texas Railroad Commission. All applications, permits, reports or
other filings that reference this lease or any specific well on the leased premises and that are submitted to the Texas Railroad Commission or any other governmental
agency shall include the word "State” in the title. Additicnally, in accordance with Railread Commission rules, any signage on the leased premises for the purpose of
identifying wells, tank baneries or other associated improvements to the land must also include the word "State.® Lesses shall supply the Geaeral Land Office with
any records, memoranda, acsounts, reports, cuttings and cores, or other information relative to the operation of the above-described premises, which may be
requested by the General Land Offics, in additicn to those hersin expressly provided for. Lesses shall have an electrical and/cr radicactivity survey made on the
bore-hole section, from the base of the surface casing to the total depth of well, of all wells drilled on the above descrited premises and shall transmit a true copy of

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

(C) PENALTIES. Lesses shall incur a penalty wheaever reponts, documeats or cther materials are not filed in the Geaeral Land Offics when
due. The penalty for lats filing shall be set by the General Land Offics administrative rule which is effective on the datc when the materials were due in the General
L

Land Office.

11. DRY HOLE/CESSATICN OF PRODUCTION DURING PRIMARY TERM. If, during the primary tzrm herzof and pricr 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 6il or
gas from the leased premises such production thereof should cease from any cause, this lease shall not terminate if on or befere the expiration of sixty (60) days Som
date of sampletion of said dry hole or cessation of production Lesses commences additional drilling or reworking operations therson, or pays or tenders the next
anrftal daidy 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
comgigirg and abandoned, or the production of oil or gas should cease for any cause, Lesses's rights shall remain in full force and effect without further operations
unt?l 5@ =$piration 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 Ry conducting additional drilling or reworking operations pursuant to Paragraph 13, using the expiration of the primary term as the date of cessaticn of
prodyction under Paragraph 13. Should the first well or any subsequent well drilled on the above described land be complezed as a shut-in oil or gas well within the
primary 1esm hercof, Lessez may resume payment of the annual reatal in the same manner as provided herein on or befere the reatal paying datz following the
expination of sixty (60) days from the-dat=- of completion of such shut-in oil or gas well and upon the failure to make such payment, this lease shall ipso facto
terminascs olf at the expiration of the primary term or any time thereafter a shut-in 0il or gas well is located on the leased premises, payments may be made in

accoldancd with the shut-in provisions herzof.
-

seeeesl2 DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. If; at the expiration of the primary term, neither oil nor gas is being
prod8ced @n said land, but Lessee is then engaged in drilling or reworking operations therzon, this lease shall remain in force so long as operations on said well or for
drillipg o $eworking of any additional well ars prosecuted in good faith and in-workmanlike manner without interruptions totaling mere than sixty (60) days during
any ene suth operation, and if they result in the production of oil and/er gas, so long thereafzr as oil and/or gas is preduced in paying quantities from said land, of
payment of shut-in oil or gas 'well royaltics or compensatory royalties is made as provided in this lease.

13. CESSATION, DRILLING, AND REWORKING. If, after the expiration of the primary term, producticn of cil or gas fom the leased premises, after
oncz 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 foree and effzct 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 rewerking operations result in the production of oil or gas, the lease shall remain in full forcs and
effect for so long as oil or gas is produced from the leased premises in paying quantities or payment of shut-in oil or gas well royalties or payment of compensatory
royaltics 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 afler the completion of the well as a dry hole, and this lease
shall remain in effect 5o long as Lesses continues drilling or rewerking operations in good faith and in a workmanlike manner without interruptions totling more
than sixry (60) days. Lesses shall give written nctics to the General Land Offics within thirty (30) days of any czssaticn of preducticn.

14. SHUT-IN ROYALTIES. For purposes of this paragraph, "well® means any well that has besn assigned a well number by the state agency h;win.g
jurisdiction over the producticn 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 locazed on the leased premises, but oil or gas is not being preduczd for lack of suitadle
production facilities or lack of a suitable market, then Lessee nay pay as a shut-in oil or gas royalty 2a amount equal to double the annual rental provided in the
lease, but not less than $1,200 a year for each well capable of producing oil or gas in paying quantitics. HPersgraphriofthis e i TRT TRy T oehaye sl
armoumt-then for the purpeses of this pareg-aph, the delay rental amount shall Be one dellar (51.00) per acrz. To be effe n oil or gas royaleY

effective, each initial shus-i

True and Correct
copy of
Qriginal 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 1o produce oil or gas from the leased premises, or (3) 60 da

after Lessee completes a drilling or reworking operation in accordance with the lease provisions; whichever date is latest. Such payment shall be made ommg(’m

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 considereq o b:_ i
a producing lease and the payment shall extend the term of the lease for a period of one year Som the end of the primary term, or frem 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 cxists, Lessee may extend the
lease for four more successive pericds of one (1) year by paying the same amount each year on or before the expiration of each shut-in year.

15. COMPENSATORY ROYALTIES. If, during the period the lease is kept in effect by payment of the shut-in oil or gas royalty, oil or gas is sold and
delivered in paying quantities from a weil located within one thousand (1,000) fest of the leased premises and completzd in the same producing reservoir, or in any
case in which drainage A occurring, the right 10 continue to maintain the lease by paying the shut-in oil or gas royalty shall cease, but the lease shall remain 'Hel:ti-ve'
for the remainder of the year for which the royalty bas been paid. The Lesses may maintain the lease for four more succzssive years by Lesses paying compensatg
royalty at the royalty rate provided in the lease of the markst value of production from the well causing the drainage or which is completed in the same producing x
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
General Land Office and onc-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 completed in the same producing reservoir and located within one thousand (1,000) feet of the leased premises.
If the compensatory royalty paid in amy 12-month period is in an amount less than the annual shut-in oil or gas royalty, Lesses shall pay an amount equal to the )
difference within thirty (30) days from the end of the 12-month period. Compeasatory royalty payments which are not timely paid will accrue penalty and interesy I
accordance with Paragraph 9 of this lease. None of these provisions will relieve Lesses of the obligation of reasonable development nor the cbligation to drill offsey .
wells as provided in Texas Natural Resources Code 52.173; however, at the determinaticn of the Commissioner, and with the Commissioner's writtea 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
bezn completed on the leased premises, Lessee shall exercise the diligence of a reasonably prudent operater in drilling such addirional well or wells as may be
reasonably necessary for the proper development of the leased premises and in marketing the production thercon.

(A) VERTICAL. In the event this lease is in force and effect two (2) years arter the exriration date of the primary or extended term it shall thea terminate
as to all of the leased premises, EXXCEPT (1) 40 acres surrounding each oil weil 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 1 Lereof), or a well upen ‘which Lessee is then engaged in
continuous drilling or reworking operaticns, or (2) the number of acres included in a producing pocied unit pursuant to Texas Naiural Resources Code. 52.151-
52.153, or (3) such greater or lesser number of acres as may thea be allocated for production purpeses to a proration unit for each such producing well under the rules
and regulations of the Railroad Commissicn of Texas, or anmy successor ageacy, or other governmental authority “=ving jurisdiction. If at any time after the efiective
date of the partial terminaticn provisions hereof, the applicable field rules ars changed or the well or wells locatsd thereon ars reclassified so that less acreage is
thereafter allocated to said well or wells for production purposes, this lease shall thereupen terminaze as to all acreage not thereafter allocated 1o said well or wells for
preduction purposes. Notwit'istanding the termination of this lease as o a pertion of the lands covered herzby, 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 Paragragh 1 herzof, 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 herzof ("the retined lands®), for access to and from the
retained lands and for the gathering or transportation of oil, gas and cther minerals produced fom the renined lands. & :4

e se(B) HORIZONTAL. Inthe event this lease is in force and effect two (2) years after the expiration dats of the primary or ext=nded term it shall further
terrfipts a8 1o all depths below 100 fest below the total depth drilled (hereinafter "desper depths™) in each well locat=d on acreage retaired in Paragraph 16 (A)
abovs..lﬂlcss on or befors two (2) years after the primary or exteaded term Lessee pays an amount squal 10 one-balf (1/2) of the bonus criginally paid as
comiggnugn 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 dezper depths, and said |,
termination 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 desper depths

covered by this lease.
LR LN

. .

*** %) 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 wsl Jgedied in the center thereof, or such othier shape as may be approved by the Commissioner of the General Land Office. Within thirty (30) days after partial
termifation®f this lease as provided herein, Lesse= shall exscute and record a release or releases containing a satisfactory legal description of the acreage and/or
depths ot retained 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 Genaral Land Offics rules in effect on the date the release is filed. 1f Lesses fails or refuses to execute and record such reicase or releases within ninety (90)
days nﬁcr%cing requested to do so by the General Land Office, then the Commissioner at his sole discrztion may designate by written instument the acreage and/or
depths to bareleased hercunder 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

Geneil 1384 Offite and such designation shall be binding upen Lesses for all purposes.

17. OFFSET WELLS. Neither the bonus, delay rentals, nor royaltics paid, or to be paid, under this lease shall relicve Lesses of his obligaticn to protect
the oil and gas under the above-described land from being drained. Lessee, sublesses, recsiver or cther ageat 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
additicn, if oil and/or gas should be produced in commercial quantities within 1,000 fect of the leased premises, or in any case where the leased premises is being
drained by production of oil or gas, the Lassee, sublesses, receiver or other agent in control of the leased premises shall in gocd 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 %<t of the leased premises start producing
in commercial quantities and shall prosecute such drilling with diligeacs. Failure to satisfy the starutory offset obligation may subject this lease and the owner of the
soil's agency rights to forfeiture. Only upon the determination of the Commissioner of the General Land Office and with his writtea approval may the payment of
compensatory royalty under applicabie statutory parameters satisfy the obligation to drill an offset weil or wells required under this parag-agh.

18. FORCE MAJEURE. If, aftzr a good faith effort, Lesses is prevented from complying with any express cr implied covenant of this lease, from
conducting drilling operations on the leased premises, or fom producing oil cr gas from the leased premises by reason of war, rebellion, riots, strikes, acts of Guod, or
any valid order, rule or regulation of government authority, then while so praventzd, Lessec's obligation to comply with such covenant shall be suspended and Lesses
shall not be liable for damages for failurs to comply with such cavenants; additionally, this lcase shall be extended while Lessee is preventzd, by any such cause,
from conducting drilling and reworking operations or from producing oil or gas from the leased premises. However, nothing in this paragraph shall suspend the )
payment of delay rentals in order to maintain this lease in effect during the primary term in the abseace of such drilling or reworking operations or pn:duc:icn of oil

or gas.
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19. WARRANTY CLAUSE. The owner of the soil warrants and agrees to defend title to the leased premises. [f the owner of the soil defayjs 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 othes i
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 &Om‘;:ms

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 reatal herein provided to be paid o the cwner of the soil shall be paid 1o hi
in the proportion which his 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 Offics 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 explaing th:
discrepancy betweza th interest purportedly leased under this lease and the actual interest owned by the owner of the soil. The Commissioner of the Genera Land
Office shall be paid the value of the whole producticn allocable 1o any undivided interest not covered by a lease, less the proportionats 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. preduction.

(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 beza approved by the School Land Board and the owner of the soil in accordance with Nanural Resources Code Sections 52.151-52.154, o
if, at any time after the cxpiration 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 peoled, 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 uni, 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 o use water producsd on said land necsssary for operations under this lease except water from wells or
tanks of the owner of the soil; provided, however, Lesses shall not use potable water or water suitable for livestock or imigaticn purposes for waterflood operations

without the prior consent of the owner of the soil.

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

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

24, WELL LOCATION LIMIT. No well shall be drilled nearsr than two hundred (200) feet to any house or bam now on said premises without the
writizn 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 limiting the
foregoing, pollution of coastal wetlands, narural waterways, rivers and impounded water shail be prevented by the use of containment facilities sufficient to prevent
spillage, sespage or ground watsr contamination. In the event of pollution, Lesses shall use all means at its disposal to recaprure all escaped hydrocarbons or other
pollutant and shall be responsibie for all damage to public and private properties. Lesses shall build and maintain fences cround its slush, sump, and drainage pits
and tank baueries so as to protect livestock against loss, damage or injury; and upon completicn or abandonment of any well or wells, Lesses shall fill and level all
slusi'l pits and czllars and completely clean up the drilling site of all rubbish therecn. Lessee shail, while conducting operations on the leased premises, keep said
prcnis:s.ir.e of all rubbish, cans, bottles, paper cups or garbage, and upon completion of operations shall restore the surface of the land to as near its original
COn.i.U:)I.'I and contcurs as is practicable. Tanks and equipment will be kept painted and presentable.

L]
** *26. REMOVAL OF EQUIPMENT. Subject to limitations in this paragraph, Lesse= shall have the right to remove machinery and fixtures placed by
Lzsse on the leased premises, including the right to draw and remove casing, within one lundred twenty (120) days after the expiration or the termination of this
leas® eARss the owner of the soil grants Lesses an cxtension of this 120-day pericd. However, Lessee may not remove casing from any well capable of producing oil
and wa#m paying quantities. Additionally, Lzssez may nct draw and remove casing until after thirty (30) days writtza netics to the Commissioner of the General
Land Offies and to the owner of the soil. The owner of the :oil shall become the owner of any machinery, fixtures, or casing which ar= nct timely removed by Lesses

undarthe kemms 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
leatd 4 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 assigng. However, a change or division in ownership of the land, reatals, or royalties will nct enlarge the obligations of Lesses, diminish the rights, privileges
and® &AL Lesses, impair the effectiveness of any payment made by Lassse or impair the =&estiveness of any act performed by Lesses. And no change of
division in ownesship of the land, rentals, or royalties shall bind Lesses for any purpose until thirty (30) days after the owner of the scil (or his heirs, devisess, lezal
representatives or assigns) furnishes the Lesses with satisfactory written evidencs of the change in ownership, including the eriginal recorded muniments of tide {or 2
czntified 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 interzst
assigned, relicve and discharge Lesses of all subsequent obligations under this lease. If this lease is assigned in its eatirety as to only part of the aceage, the right and
opticn 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 sharz of
the rental shall not affect this lease on the part of the land upon which pro rata rentals are timely paid or tendered; however, if the assignor or assignes does not filea
c=riified copy of such assignment in the General Land Office before the next rental paying date, the entire lease shall terminate for failure to pay the entire rental due
under Paragraph 3. Every assignee shall sucszed to all rights and be subject to all obiigaticns, liabilities, and penalties owed to the Stats by the original lessee or any

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

(B) ASSIGNMENT LIMITATION. Notwithstanding any provision in Paregraph 27(a), if the owner of the soil acquires this lease in whole or in pat by
assignment without the prior written appreval of the Ccmmissioner of the General Land Offics, this lease is void as of the time of assignment and the agency power
of the owner may be forfcited by the Commissioner. An assignment will be treatzd as if it were mads o the owner of the soil if the assignes is:

(1) anominee of the owner of the scil; ) -
(2) acorporation or subsidiary in which the owner of the soil is a principal stockhelder or is an employe= of such a corporation of subsidiary;

(3) a parmership in which the owner of the scil is a parter or is an employ== of such a partnership;
(4) a principal stockholder or employee of the corporation which is the owner of the seil;
(5) a partner or empleyes in a parmership which is the owner of the seil;
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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

owner of the soil; or ¢

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

28. RELEASES. Under the conditions contained in this paragraph and Paragraph 29, Lessee may at any iime execute 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 1o such portion or portions, ang ;x
relicved of all subsequent obligations as (o acreage surrcadered. If any part of this Jease is properly surrendered, the delay rental due under this lease shall pe reduced
by the proportion that the surrendered acrzage bears to the acreage which was coverzd by this lezse immediately prior to such surreader; however, such release wi))
not relieve Lesses of any liabilities which may have accrued under this lease prior to the surrender of such acreage. :

29. FII.ING‘OF ASSIGNMENTS AND RELEASES. If all or any part of this leass is a=signed o¢ released, such assignment or release must be recordegd n
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
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 5o filed, the rights acquired under this lease shall be subject to forfeiture at the option of the Commissioner of the General Land Office.

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

31. FIDUCLARY DUTY. The owner of the soil owes the State a fiduciary duty and nmust 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 personal

interests.

32. FORFEITURE. IfLesses shall fail or refuse to make the payment of any sum within thirty days after it becomes due, or if Lesses or an autherized
agent should knowingly make any false return or false report concsming production or drilling, or if Lesses shall fail or refuse to drill any offset well or wells in good
faith as required by law and the rules and regulations adopted by the Commissicner of the General Land Offics, or if L=sse= 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
L=ssez should refuse the proper authority accsss to the records pertaining to operations, or if Lesses or an authorized agent should knowingly fail or refuse 1o give
correct information o the proper authority, or knowingly fail or refuse to furnish the General Land Offics a comrect log of any well, or if Lessee shall knowingly
violate any of the material provisions of this lease, or if this leasc is assigned and the assignment is aot filed in the General Land Offics as required by’ law, the rights
acquired under this lease shall be subjec: to forfeiture by the Commissioner, and he shall forfeit same when sufficient!y informed of the facts which authorize a
forfeitre, and when forfeited the area shall 2gain be subject to lease under the terms of the Relinguishment Act. However, nothing herein shall be construed as
waiving the automatic terminaticn of this leass by operation of law or by reason of any special limitation arising hereunder. Forfciures may be sct aside and this
leasz and all rights thereunder reinstated before the rights of ancther intervene upen satisfaciory evidencs to the Commissioner of the General Land Office of future
ccrmpiiance with the provisions of the law and of this lease and the rules and regulations that may be acopted relative hereto. i

33. LIEN. In accordancs with Texas Natural Resources Code 52.136,.the State shall have a first lien upon all oil and gas preducsd from the area covered
by this lease to secure payment of all unpaid royalty and other sums of money that may become due uader this lease. By acceptance of this lease, Lesses grents the
State, in addition to the liea provided by Texas Natural Rescurces Code 52.136 and any other appiicable starutory lien, an express contacmual lien on and security
intg2g M ll leased minerals in and extracted from the leased premises, all procseds which may acsue to Lesses from the sale of such leased minerals, whether such
proc®edd®re held by Lesses or by a third party, and all fixtures on and improvements to the leased premises used in connection with the production or procsssing of
suclﬁqstq minerals in crder to secure the payment of all royalties or other amcunts due or 1o becorse Jue under this lease and to sscure payment of any damagss or
loss amt Lessor may suffer by reason of Lessee's brzach of any covenant or condition of this lease, whether express or implied. This lien and security interest may be
foreclesed with or without court procsedings in the manner provided in the Title 1, Chaptsr 9 of the Texas Business and Commerss Code. Lessez agress that the
Cormemissioner may require Lesses to executs and record such instruments as may be reascnabiy necsssary to acknowledge, artach or perfect this lien. Lesses hereby
reptassats that thers are no prior or superior liens arising from and relating to Lesses's activitics upoa the above-described preperty or from Lassee's acquisition of
this lease. Should the Coemmissioner at any time detzrmine that this representation is not true, then the Commissioner may declare this leasz forfeited as provided

hertde e

4. POOLING. Lesses is hersby granted the right to pool or unitize the royalty intersst of the owner of the soil under this lease with any other leaschold
or mireet dnterest for the exploration, development and production of oil or gas or cither of them upon the same terms as shall be approved by the School Land
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 Natural Resources
Code ohkl-illﬁ. The owner of the soil agrees that the inclusion of this provision in this leass satisfies the exccution requirements stated in Texas Natural

Resourcss Code 52.152.

35. INDEMNITY. Lesses hereby releases and discharges the State of Texas aEd the owner of the soil, their officers, employess, parmers, agents,
contractors, subcentractors, guests, invitess, and their respective successors and assigns, of and from all and any actions and causes of acticn of every naturs, Of other
harm, including environmental harm, for which recovery of damages is scught, including, but oot limited o, all losses and expeases which are caused by the
aciivities of Lessee, its officers, employees, and agents arising out of, incidental to, or resulting Som, the operations of or for Lesse= on the leased premises .
hereunder, or that may arise out of or be cccasioned by Lesses's breach of any of the terms or provisicns of this Agresment, or by any other negligent or strictly hah'lc
act or omission of Lesses. Further, Lesses hereby agrees to be liable for, exonerate, indemnify, defead and hold harmless the State of Texas and the owner of the soil,
their officsrs, employess and agents, their successors or assigns, against any and all claims, liabilices, losses, damages, actions, persenal injury (including death),
costs and expenses, or other harm for which recovery of damagss is sought, under any theory including tort, contract, or strict liability, including artomeys’ fecs and
other legal expenses, including those related to environmeatal hazards, on the leased premiscs or in 2ny way related to Lessee’s failurs to comply with any and all
environmental laws; those arising from cr in any way rclat=d to Lesses's operations or any other of Lessee’s activities on the leased premises; those arising ﬁpm
Lesses's use of the surfacs of the leased premises; and those that may arise out of or be eczasicned by Lessee’s breach of any of the terms or provisions of this
Agreement or any other act or omission of Lessee, its directors, officsss, employess, parmers, agents, contactors, subcontracters, guests, invitess, and their respective
suczessors and assigns, Each assignee of this Agresment, or an interest therein, agress 1o be liakle for, exonerate, indemnify, defend and held harmless the Siaiz of
Texas and the owner of the soil, their oSicsrs, empleyees, and agsnts in the same manncr provided above in connccticn with the activities of Lesses, its offic=ms,
employess, and agents as described above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF THE INDEMNITY OBLIGATICNS
AND\OR LIABILITIES ASSUMED UNDER THE TERMS OF THIS AGREEMENT SHALL BE WITHOUT LIMITS AND WITHOUT REGARDTO
THE CAUSE OR CAUSES TAEREOF (EXCLUDING PRE-EXISTING CONDITIONS), STRICT LIABILITY, OR THE NEGLIGENCE OF ANY PARTY
OR PARTIES (INCLUDING THE NEGLIGENCE OF THE INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE BE SOLE, JOINT,

CONCURRENT, ACTIVE, OR PASSIYVE.



36. ENVIRONMENTAL HAZARDS. Lesses shall use the highest degree of carc and all reasonable safeguards to prevent contamination of pollutio, r
any environmental medium, including soil, surface waters, groundwater, sediments, and surface or subsurface strata, ambient air or any other eavironmenta) 3 ; of .
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 asbesics -
containing materials, explosives, toxic materials, or substances regulated as hazardous wastes, hazardous materials, hazardous substances (as the term “Hazardoys
Substance” is defined in the Compreheasive Environmental Response, Compensation and Liability Act (CERCLA), 42 US.C. Sections 9601, et 52q.), or woxie
substances under any federal, state, or local law or regulation (“Hazardous Materials™), except ordinary products commonly used in connection with ofl ang g1
exploration.and development operations and stored in the usual manner and quantities. LESSEE'S YIOLATION OF THE FOREGOING PROEIBITION
SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND
DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST ANY CLAIMS, DAMAGES, JUDGMENTS, PENALT;}:S'
LIABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS® FEES AND COURT COSTS) CAUSED BY OR ARISING OUT OF (1) A
YIOLATION OF TH2 FOREGOING PROKIBITION 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 RE.EASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE’S
OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITH THE REQUIREMENTS OF APPLICABLE LAW. THIS
INDEMNIFICATION AND ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE ACTIONS UNDERTAKEYN
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 leace is issued under the provisions of Te-zas Natural Resources Code 52171 through 52.150, commonly known as the
Relinquishment Act, and other applicable starutes and amendments thereto, and if any provisicn in this lease does not conform to these statutes, the stanutes will
prevail over any nonconforming lease provisions.

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

39. LEASE FILING. Pursuant to Chagter 9 of the Texas Business and Commercs éodc, this lcase must be filed of record in the offic= of the Counry
Clerk in any county in which all or any part of the leased premises is located, and cerntified copies thereof must be filed in the Ceneral Land Oics. This lease is noc
effective untl a centified copy of this lease (which is made and centified by the County Clerk Som his records) is filed in the General Land Offics in aczordzncs with

Texas Narural Resources Code 52.183. Additionally, this lease shall not be binding upcn the State urless it recites the actual and Tus consideration paid or premised
for execution of this leass. The bonus due the State and the prescrited filing fes shall accompany such centified copy to the General Land Cffics. 4

* See Exhibit "A" Atta d Eg; dditional Provisions
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STATE OF (CORPORATION ACKNOWLEDGMENT,

COUNTY OF

BEFORE ME, the undersigned autherity, on this day personally appeared _ B
of .

known to me to be the person whose name is subscribed to the foﬁ:going Instrument, as

and acknowledged to me that he exceuted the same ;

for the purposes and consideration therein expressed, in the capacity stated, and as the act and deed of said corperation.
Givea under oy hand and seal of offics this the day of ;19 *
Notary Public in and for
STATECOF (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 executed the same

fer the purposes and consideration thersin expressed, in the capacity statzd, and as the act and desd of said corporation.

Given under my hand and seal of offics this the day of > 19

Notary Public in and for

(ONDIYIDUAL ACKNOWLEDGMENT)

STATEOCF TEXAS
COUNTY OF rav\ 9
L ] L]
e e . ’
efore me, the undersigned authority, on this day personally appearsd__ Cydney H. Shepard, President of RC Star ;
Io.'fia.. General Partner of H-S Minerals and Realty, Ltd. ‘

known 1o me to be the perscns whose names are subscribed to the foregoing instrumeat, and acknowledged (o me that they exseuted the same for the purposes and

considefation therein expressed.
dayofgy/pi/mw ng?)
\ M

. .
¢*® Given undermy h

JANA JULER

0:00.; 3'
. Notary Public, State of Texas v -
0--0-: M‘}W;ombl; m?@mdfcmav\s (.O, —‘['—X
STAHWE TJ/K:&-:)" - (INDIVIDUAL ACKNOWLEDGMENT)

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

cousrver__ Pictiaunck

kr.own 10 me to be the persons whose names are subscribed to the foregoing insarument, and acknowledged to me that they exccuted the same for the purposss and

consideration therein expressed.
Given under my hand and seal of offics this the 2 Y day of % = . 99 8
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§ 4SR0S, MONICA MARLOWE o T
E»?@{:’?E NOTARY PUBLIC NCL—-, Putlicin and for / %W
Thh PN in  State of Texas
L N5 Comm. Exp. 10-30-99
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“EXHIBIT A”

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

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

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

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

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

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

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

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

--
0.0

8, ..l.cssee further agrees to maintain all drill sites and other portions of the surface used or occupied by Lessee, its successors or
--asagns 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. -
L1 ]
-
9.**Upon written demand by the owner of the soil, Lessee shall build and maintain fences around its slush, sump and drainage pits
=+enng 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.

L
{6 Vissee further agrees that in the event of a dry hole or production from a well which production ceases and the abandonment of
«s«54lh well, or upon the abandonment of any well location, drillsite, tank battery site or roadway, the premises will be restored as
* nefrly 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.
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General Land Office
Relioguishmnt Act Lease Form
Revised, September 1997

' OIL AND GASLEASE , Styrsky

&

19 dayof Auqust 19 98 betwemﬂmSu:eofTun,a:nngbymdmm
Gnsnmr;' madeq:d:nm%mmdm ¥o ﬁ oo g a:%m

agent,_ Virginia Glem Iattll’fOl’Er C L
Texas %6 102 said ageat -

Glemn Hill Iatt
500 Throckmorton. Suj

T . _Fort Worth,

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

hereinafter called Lessee.,

I. GRANTING CLAUSE. For and in consideration of the amounts stated below and of the covenants and agreements to be paid, kept and pcrform:d by
Lesses under this lease, the State of Texas acting by and through the owner of the soil, hereby grants, leases and lets unto Lessee, for the sole and only purpose of
prospecting and drilling for and producing oil and gas, laying pipe lines, building tanks, storing oil and building power staticns, telephone lines and other structures
thereon, to produce, save, take care of, treat and transport said products of the lease, the following lands situated in Reeves County, State
of Texas, to-wit: 34 =

The South 360 acres of Section %4, Block 55, Township 5,

T&P Ry. Co. Survey. | & JU*

containing 360 acres, more or less. The bonus consideration paid for this Jease is as follows:
To the State of Texas:_ Four Thousand Five Hundred and No/100————-
Dollars (S
To the owner of the soil: Four Thousand Five Hundred and No/100——————
. oe Dollars (SM-——]
e @ 0
SRS Total bonus consideration:___Nine Thousand and No/100
-:::‘. Dollars (5___9,000.00 )
L]
Th? total bonus consideration paid represents a bonus of Fifty and No/l00--—---c—comooaae oo
il Doilars (5 50,00 ) peracre,on _180 net acres.
= .‘ . . - - -
ey TERM. Subject to the other provisions in this leae, this lease shall be for aterm of __F1Ve (5) years from this date

(Mercirecalled "primary term™) and as long thereafter as oil and gas, or cither of them, is produced in paying quanlit_is from said land.

Awused in this leage, the term "produced in paying quantities® means that the receipts from the sale or other authorized commercial use of the substance(s) covered

.eg\:.csc.ttout of pocket operational expenses for the six months last past.

. .

e .
"3" . Delay Rentals: [f 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 br.mc conducted on the premises, then this lease shall terminate unless, on or before such anniversary date, Lessee shall pay, ¥ directly to the owner of the soil

and a like amount paid or tendered to the COMMISSIONER OF THE GENERAL LAND OFFICE OF THE STATE OF TEXAS, AT AUSTIN. TEXAS. a delay rental in

the amount specified in the following schedule multiplied by the number of acres then covered by this lease, which payment, when timely made, shall continue this lease for

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

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

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

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




4. PRODUCTION ROYALTIES. Upon production of oil and/or gas, Lesses agrees to pay or cause to be paid onc-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: 5

(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 all

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

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

(B) NON PROCESSED GAS. Royalty 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 lgd except as provided herein with respect to gas processed in a plant for the extraction of
gasoline, liquid hydrocarbons or other products) shall be /16 part of the gross production or the market value thereof, at the option of the
owner of the soil or the Commissioner of the General Land Offics, such value to be based on the highest market price paid or offered for gas of comparable quality in
the general arca where produced and when run, or the gross price paid or offered to the producer, whichever is the greater; provided that the maximum pressure base
in measuring the gas under this lease shall not at any time exceed 14.65 pounds per square inch absolute, and the standard base temperature shall be sixty (60)
degrees Fahrenheit, correction to be made for pressure according to Boyle's Law, and for specific gravity according to tests made by the Balance Method or by the

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

(&) PROCESSED GAS. Royalty on any gas processed in a gasoline plant or other plant for the recovery of gasoline or other liquid hydrocarbons
shall be 3/16 part of the residue gas and the liquid hydrocarbons extracted or the market value thereof, at the option of the
owner of the soil or the Commissioner of the General Land Office. All royaltics due hercin shall be based on one hundred percent (100%) of the total pant
production of residue gas attributable to gas produced from this lease, and on fifty percent (50%), or that percent accruing to Lessee, whichever is the greater, of the
total plant production of liquid hydrocarbons attributable 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 hydrccarbons shall be determined by 1) the higuest 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 hydmca:b?ns),
whichever is the greater. In no event, however, shall the royalties payable under this paragraph be less than the royalties which would have been due had the gas not

been processed.

(D) OTHER PRODUCTS. Royalty on carbon black, sulphur or any other products produced or manufactured from asécxce‘pdng liquid hydmca.rlicns)
whether said gas be “casinghead,” "dry,” or any other gas, by fractionating, buming or any other drocessing shall be 3 /g 1 ” partof the
$7045 production of such preducts, or the market value thercof, at the option of the owner of the soil or the Commissioner of the General Land Office, such market

*xdlyg ® be determained as follaws: 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'th

Qqsis,of the average gross sale price of each product for the same month in which such products are produced; whichever is the greater.
- . @  §

.: T MINIMUM ROYALTY. During any year after the expiration of the primary term of this lease, if this lease is maintained by production, the roy%ltics
E:'id under this Jease in no event shall be less than an amount equal to the total annual delay rental hersin provided; otherwise, there shall be due and payable on or
« BEfbTm the last day c [the month succeeding the anniversary date of this lease a sum equal (o the total annual rental less the amount of royalties paid during the

pretlding year. H-Parrgrapir3vitristemedoes ot Speciy-rdetay-rentai-ameunt—then for the purposes of this paragraph, the delay rental amount shall be one

. fBUvs(Sl.OO) per acre. =

» 6. ROYALTY IN KIND. Notwithstanding any other provisiua in this lease, at any time or from time to time, the owner of the soil or the Commissioner

« & HieGeneral 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 myalliq
fccrutng to such royalty owner under this lease be made in kind. The owner of the soil's or the Commissioner of the General Land Office's right to take its mya.lt_y in
.)chq ghz.ll 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,

sundesthis lease.

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

production related costs.

8. PLANT FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as may represent this lease's proportionate share of any fucl usedto
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_c soil
and the Commissioner of the General Land Office, Lessee may recycle gas for gas lift purposes on the leased premises or for injection into any oil or gas producing
formation underlying the leased premises after the liquid hydrocarbons contained in the gas have 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 REPCRTS. All royalties not taken in kind shall be paid to the Commissioner of the General Land Office at Austin,
Texas, in the following manner:

Payment of royalty on production of oil and gas shall be as provided in the rules set forth in the Texas Register. Rules currently provide that royalty on oil is due
and must be reczived in the General Land Office on or before the Sth day of the second month succeeding the month of production, and royalty on gas is duc.:md
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 aﬂ'ac_invu f?_fd’c
ownmer, manager or other authorized agent, completed in the form and manner prescribed by the General Land Office and showing the zross amount a.m'i disposition of
all oil and gas produced and the market value of the oil and gas, together with a copy of all documents, records or reports confirming the gross production, disposition



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

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 Payment shal] pe
accompanicd by a check stub, schedule, summary or other remittance advice showing by the assigned General Land Office lease number the amount of royalty be;
paid on cach lease. If Lessce pays his royalty on or before thirty (30) days after the royalty paymsat was due, then Lessez owes a penalty of 5% on the royalty or g
525.00, whichever is greater. A royalty payment which is over thirty (30) days late shall accrue a penalty of 10% of the royalty due or $25.00 whichever is Breater
In addition to a penalty, royalties shall accruc interest at a rate of 12% per year; such interest will begin aceruing when the royalty is sixty (60) days overdue, g
Affidavits and supportinddocuments which are not filed when due shall incur a penalty in an amount set by the General Land Offics adminisrative rule whicy is
effective on the date whea the affidavits cr supporting documents were dus. The Lessee shall bear all responsibility for paying or causing royalties to be paid as
preseribed by the due date provided herein. Payment of the delinquency penalty shall in no way operatz to prohibit the Stats's right of forfeiture as provided by 13y
nor act to postpone the date on which royalties were originally due. The above penalty provisions shall not apply in cases of tile dispute as 1o the State’s portiog of
the royalty or to that porticn of the royalty in disputs as to fair market value. . .

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually fumnish the Commissioner of the General Land Offics wity
its best possible estimate of oil and gas reserves underlying this lease or allocable to this lease and shall furnish said Commissioner with copies of all contracts under
which gas is sold or processed and all subsequent agreemems and amendments to such contracts within thirty (30) days after entering into or making such contracts,
agreements or ameadments. Such contracts and agreements when received by the Geacral Land Office shall be held in confidence by the General Land Office unless
otherwise authorized by Lesses. 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, metzTs, and pipelines shall at all times be subjest to inspection and
examination by the Commissicner of the General Land Cffics, the Attorney Geaeral, the Governer, or the representative of any of them .

(B) PERMITS, DRILLING RECORDS. Writen 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 notics to the General Land Office skall include copies of Railroad Commission forms for application to drill. Copies of weil tests, completion reports and
plugging reports shall be supplied to the General Land Offics at the time they are filed with the Texas Railroad Commission. All applications, peraits, reports or
other filings that reference this lease or any specific well on the leased premises and that are submintzd to the Texas Railroad Commission or any other governmental
agency shall include the word "State” in the title. Additionally, in 2ccordance with Railroad Commission rules, any signags on the leased premises for the purpose of
identifying wells, tank baneries or other associated improvements 1o the land must also includs the word "State.* Lessec shall supply the Geaeral Land Office with
any records, memorandz, wczouats, reports, cuttings and cores, or other information relative to the operation of the abeve~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
bere-hole section, from the base of the surfacs casing to the total depth of well, of all wells drilled on the above described premises and shall ransmit a true copy of
the log of each survey on each well to the Genersl Land Office within fiftesn (15) days after the making of said survey.

(C) PENALTIES. Lesses shall incur a penalty whenever reports, decuments 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 G&ﬁcx-;u
Land Office. ‘

11. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, during the primary term herscf and pricr to discovery and production
of oil or gas on said land, Lessez should drill a dry hole or holes thereon, or if during the primary tezm hereof and after the discovery and actual production of Gil or *
gas from the leased premises such production thereof should cease from any cause, this lease shall sot terminate if on or before the expiration of sixty (60) days fidm
daghf t8gpletion of said dry hele or cessation of production Lesses commences additional driliing or rewerking operations thereon, or pays or tenders the next
annufal 88ay rental in the same manner as provided in this lease. If, during the last year ofthe primary term or within sixty (60) days prior thersto, a dry hole be
corpp®ge and abandoned, or the producticn of oil or gas should cease for any cause, Lesses's rights shall remain in full forcs and effect without further operations
untilethe 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 by conducting additional drilling or reworking operations pursuant to Paragraph 13, using the expiration of the primary term as the date of cessation of ’
pro.dniulund:r 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
primaspierm hereof, Lessce may resume payment of the annual rental in the same manner as provided herein on or before the reatal paying date following the
expiration of sixty (60) days from the datz of comgleticn of such shut-in oil or gas well and upcn the failure to maks such paymeant, this lease shall ipso facto
terth3 e 31f at the expiration of the primary term cor any time thereafter a shut-in oil or gas well is located on the leased premiscs, payments may be made in

accordance with the shut-in provisions hersof

L "512. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. If, at the expiration of the primary term, neither oil nor gas is being
produced gn said land, but Lessee is then engaged in drilling or rewerking operations thereon, this lease shall remain in fores so long as operations on said well or for
dﬁi'!gwgewcrking of any additional well are prosecuted in gocd fith and inworkmanliks manner without interruptions totaling more than sixty (60) days during
any one such operation, and if they result in the producticn of oil and/or gas, so long thereafter as oil and/or gas is producsd in paying quantties from said land, or
payment of shut-in 0il or gas well royaltics or compensatory royalties is made 3s provided in this lease.

13. CESSATION, DRILLING, AND REWORKING. If, after the expiration of the primary term, production of cil or gas fom the leased premises, after
once obtained, should czase from any cause. this lease shall not terminate if Lessee commencss additional drilling or reworking operations within sixty (60) days
after such cessation, and this lease shall remain in full fores and effect for so long as such operaticns continue in goed 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 lzase shall remain in full force and
effect for so long as oil or gas is produced from the leased premises in paying quantitics or payment of shut-in oil or gas well royalties or payment of compensatory
royalties is made as provided hersin or as provided by law. If the drilling or reworking operations result in the completion of a well as a dry hole, the lease ill not
terminate if the Lzsses commencss additional drilling or reworking operations within sixty (60) days after the completion of the well as a dry hole, and this lease
shall remain in effect 50 long as Lessee continues drilling or reworking operations in good faith and in a workmanlike manner without interruptions totaling more
than sixry (60) days. Lessce shall give writen nctics to the General Land Offics within thirty (30) days of any cessation of producticn.

14. SHUT-IN ROYALTIES. For purposes of this paragraph, "well® means any well that has been assigned a well numker by the state agency 1:23\'3“_3
jurisdiction over the preduction of oil and gas. If, at any time after the expiration of the primary term of aleass that, until being shut in, was being maintained n :
force and effect, a well capable of preducing oil or gas in paying quantitics is located on the leased premises, but oil or gas is not being produczd for lack of suitacic
production facilitics or lack of a suitable market, thea Lesses may pay as a shut-in oil or gas royalty 2n amount zqual to double the annual rental proviced in the
lease, but not fess than §1,200 a yezar for cach well capablz of producing cil cr gas in paying quantit -

~ameunir-then for the purposes of this parazraph, the delay rental amount shall be one dellar (S1.00) per acre. T

- 3 i petciiy

Py : o
0 be effective, each initial shut-in oil or gas royal’y
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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) 50 da

after Lessee completes a drilling or reworking operation in accordance with the lease provisions; whichever date is latest. Such payment shall be made mmfy(’,

to the Commissioner of the General Land Cfficz and one-half (1/2) to the owner of the scil. If the shut-in oil or gas royalty is paid, the lease shall be considered m’:: :
a producing lease and the payment shall extend the term of the lease for a period of one year from the end of the primary term, or from the first day of the month
following the month in which production ceased, and, after that, if no suitable production facilities or suitable market for the oil or gas exists, Lesses may extend the
lease for four mere suc:::sive periods of one (1) year by paying the same amount each year on or before the expiration of e2ch 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 gng
celivered 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
case in which drainage is occurring, the right to continue 1o maintain the lease by paying the shut-in oil or gas royalty shall czase, but the lease shall remain cﬁ'e?gy 7
for the remainder of the year for which the royalty has been paid. The Lesses may maintain the lease for four more sucsessive years by Lessee paying compensaty o
royalty at the royalty rate provided in the Jease of the market value of preduction from the well causing the drainage or which is completed in the same producin "
reservoir and within one thousand (1,000) fet of the leased premises. The compensatory royaity is to be paid monthly, one-half (1/2) to the Commissioner gm:
General Land Office and one-half (1/2) to the owner of the soil, beginning on or before the last day of the month following the month in which the oil orgasis
produced from the well causing the drainage or that is completed in the same producing reservoir and located within one thousand (1,000) fezt of the leased premises.
If the compensatory royalty paid in amy 12-month pericd is in 2n amount less than the annual shut-in oil or gas royalty, Lesse= shall pay an amount equal to the
difference within thirty (30) days from the ead of the 12-month peried. 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 Lesses of the obligation of reasonable development nor the obligation to dril] offser
wells as provided in Texas Natural Resovrces 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. Ncrtwithstanding any provision of this lease to the contrary, afier a well producing or capable of producing oil or gas has
been completzd on the leased premises, Lesses chall exercise the diii+ e of a reasonably prudent operator in drilling such additional well or wells as may be

reasonably necsssary for the proper development of the leased premi:: - and in markzting the production thereon.

(A) VERTICAL. In the cveat this leasc is in force and effect two (2) years after the expiration date of the prim:-y or extended term it shall then terminate
as to all of the leased premises, EXCEFT (1) 40 acres surrounding each oil well capable of producing in paying quantities and 320 actes 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 Lesses is thena engaged in
continuous drilling or reworking operations, cr (2) the number of acres included in a producing pocled unit pursuant to Texas Natural Resources Code  52.151-
52.153, or (3) such greatsr or lesser number of acres as may then be allocated for production purposes to a proration wnit for each such producing well under the rulss
and regulaticas of the Railroad Commissicn of Texas, or amy successer agency, or other governmental asthority having jurisdiction. If at any time afler the effective
date of the partial termination provisions hereof, the applicable field rules are changed or the well or wells located therson are reclassified so that less acreage is
thereafter allocated to said well or wells for production purposes, this lease shall thersupon terminate as to all acreage not thereaiter allocated to said well or wells for
preduction purposes. Notwithstanding the termination of this lease as to a portion of the lands covered hereby, Lessez shall nevertheless continue to have the right of
ingress to and egress Som the lands still subject to this lease for all purposes described in Paragraph 1 hereof, together with sasements and rights-of-way for existing
roads, existing pipelines and other existing facilities on, over and across all the lands described in Paragraph | hereof ("the retained lands®), for access 1o and from the

retained lands and for the gathering or transportation of oil, gas =nd cther minerals producsd from the memined lands. e i

(B) HORIZONTAL. In the event :is lease is in forcs and effect'two (2) years after the expiration datz of the primary or extended term it shall further ;
terpingte as 1o all depths below 100 fect below the total depth drilled (hercinafter "desper depths™) in cach well located on acreage retained in Paragraph 16 (A) © :
atcwe,ewnless 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 as !
consideration for this lease (as specified on page 1 hereof). If such amount is paid, this lease shall be in force and effect as to such desper depths, and said
terfniadtion shall be delayed for an additional period of two (2) years and so long thereafler as oil or gas is produced in paying quantities from such desper depths

covergd by this lease.

LELE ]
® ees e (C) IDENTIFICATION AND FILING. The surfacs acreage retained hereunder as to each well shall, as nearly as practical, be in the form of a square with
the well Iqgated 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
teredmaioh of this lease as provided herein, Lesses shall exscutz and record a release or releases containing a satisfactory legal description of the acreage and/or
dep $ not retained hercunder. The recorded release, or a certified copy of same, shall be filed in the General Land Offics, aczompanied by the filing fee prescribed
by the General Land Offics rules in eFect on the date the relzase is filed. If Lesses fails or refuses to exccute and recerd such release or releases within ninety (50)
daywalics S:ing requested to do so by the General Land Office, then the Commissicner at his sole discretion may designate by written instrument the acreags and/or
depths to Be released hereunder and record such instrument at Lesses's expense in the county or counties where the lease is located and in the official records of the

GW?JB L?ld 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 Som being drained. Lessee, sublesses, recsiver or other agznt in control of the leased premises shail 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 quantitics within 1,000 fest of the leased premises, or in any case where the leased premises is being
drained by production of cil or gas, the Lesses, 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 well or wells completed within 1,000 feet of the leased premises start producing
in commercial quantitics and shall prosecute such drilling with diligencs. Failure to satisfy the stanutory offset obligation may subject this lcase 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 writtea approval may the payment of
compensatory royaity under applicable starutory parameters satisfy the obligation to drill an offszt well or wells required under this paragraph.

18. FORCE MAJEURE. If, aftzr a zood faith effort, Lesses is prevented from complying with any express or implied covenant of this lease, from
cenducting drilling operations on the leased premises, or fom producing oil or gas from the leased premises by reason of war, rebellion, riots, strikes, 2cts of God, of
any valid order, rule or regulation of government authority, then while so preventzd, Lesses's obligation to comply with such covenant shall be suspended and Lesses
shall net be liable for damages fer failure to comply with such covenants; additicnally, this lease shall be extended while Lesses is prevented, by any such cause,
from conducting drilling and reworking operations or from preducing oil or gas from the leased premiscs. However, nothing in this paragraph shall suspend the )
payment of delay rentals in order to maintain this Jease in effect during the primary term in the absence of such drilling or reworking operations or production ofoil

or zas. P True and Correct
R copy of

Gt
1L~ ) Original filed in
& Faevas County

Flarke MHfira



19. WARRANTY CLAUSE. The owner of the soil wamants and agrees to defend title to the leased premises. If the owner of the soil defaulys 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 morigage, taxes or other [j
on the leased premises. 1f Lessee makes payments on bebalf of the owner of the soil under this paragraph, Lessez may recover the cost of these Dayments Sor ‘h‘lms

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 gr not Lessee's interest is specified herein, then the royalties and rental herein provided to be paid to the owner of the soil shal] be paid 1o him
in the proportion which his intzrest 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 reatal due 1o the Commissioner of
the General Land Office, Lesses or his authorized represeatative must submit to the Commissioner of the General Land Office a written statement which explains the
discrepancy betwezn the interest purportedly leassd under this lease and the actual interest owned by the owner of the soil. The Commissioner of the Genera Land
Offics shall be paid the value of the whole production allocable to any undivided intzrest not coverzsd by a lease, less the proportionatz development and production
cost allocable to such undivided interest. However, in no event shall the Commissioner of the General Land Office reczive as a royalty on the gross production
allecable to the undivided interest not leased an amount less than the value of one-sixteenth (1/16) of such gross. preduction.

(B) REDUCTION OF PAYMENTS. If, during the primary term, a portion of the land covered by this lease is included within the boundaries
of a peoled unit that has beza approved by the School Land Board and the owner of the scil in accordancs with Naniral Resources Code Sections 52.151-52.124, or
if, at any time after the expiraticn of the primary term or the extended term, this lease covers a lesser number of acres than the total amount described herein,
payments that are made on a per acre basis hercunder shall be reduced according to the number of acres pooled, released, surrendered, or otherwise severed, 0 that
paymeats detzrmined on a per acre basis under the terms of this lease during the primary term shall be calculated based upca the number of acres outside the
boundaries of a pooled unit, or, if after the expiration of the primary term, the number of acres actually retained and coversd by this lease.

21. USE OF WATER. Lessec shall have the right 1o use water producsd on said land necessary for operations under this lease sxcept 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. Lesses shail pay the owner of the soil for damages caused by its operations to all personal propenty, improvements,
livestock and crops on said land.

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

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

25. POLLUTION. In developing this area, Lesses shall use the highest degree of care and all proper safeguards to prevent pollution. Without limiting the
foregoing, polluticn of coastal wetlands, natural ‘waterways, rivers and impounded water shall be prevented by the use of containment facilities sufficient to prevent
spillags, sespagz or ground wat~r contamination. In the event of polluticn, Lessee shall use all means at its disposal to recapture all escaped hydrecarbons cr.other
pollutant and shall be responsivie for all damage to public and private properties.. Lessee shall build and maintain fencss around its slush, sump, and drainage pits
and tank baueries 50 as 10 protect livestock against loss, damage or injury; and upon completion or abandenment of any well or wells, Lesses shall fill and level all _
slush'pigs and csllars and completely clean up the drilling site of all rubbish therecn. Lessec shall, while conducting operations on the leased premises, keep said 3
premises Lecofall rubbish, cans, bottles, paper cups or garbage, and upon completicn of operations shall restore the surfacs of the land to as near its original
candzti::fl jmd contours as is practicable. Tanks and equipment will be kept painted and preseatable. e

**® 26. REMOVAL OF EQUIPMENT. Subject to limitations in this paragraph, Lesses shall have the right to remove machinery and fixtures placzd by
L:=ssesn the leased premises, including the right to draw and remove casing, within one hundred rwearty (120) days after the expiration or the termination of this
leasg unRey the owner of the soil grants Lesses an extension of this 120-day period. However, Lessee may act remove casing from any well capable of producing oil
and ge® epaying quantities. Additionally, Lzssce may not draw and remove casing until after thirty (30) days writtzn notics to the Commissioner of the General
Land Oﬂ’:cgand to the owner of the soil. The owner of the soil shall become the owner of any machinery, fixtures, or casing which ares nct timely removed by Lesses

undeathe foms of this paragraph.

7. (A) ASSIGNMENTS. Under the conditions contained in this paragraph and Paragraph 29 of this leass, the rights and estates of either party to this
leas® 3P %L assigned, in whole or in part, and the provisions of this lease shall extend o and be binding upon their heirs, devisees, legal representatives, successors
and assigns, However, a change or divisicn in ownership of the land, rentals, or royaltics will oot enlarge the obligations of Lesses, diminish the rights, privilezes
and QA2 8 Lessee, impair the effectiveness of any payment made by Lesses or impair the effectiveness of any act performed by Lesses. And no change or
division in ownesship of the land, rentals, or royalties shall bind Lesses for any purpose until thirty (30) days after the owner of the scil (or his heirs, devisess, legal
representatives or assigns) fumishes the Lesses with satisfactory written evidencs of the change in ownership, including the original recorded muniments of tide (or 2
certified copy of such original) when the ownesship changed because of a conveyancs. A total or partial assignment of this lease shall, to the extent of the interest
assigned, relieve and discharge Lesses of all subsequent obligations under this lease. If this lease is assigned in its eatirety as to only part of the acreage, the right and
option to pay rentals shall be apportioned as berwesn 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 reatals are timely paid or tendered; however, if the assignor or assignee does nct filea
certified copy of such assignment in the General Land Offics before the next rental paying date, the entire lease shall terminate for failure to pay the entire rental due
under Paragraph 3. Every assignee shall succeed to all rights and be subject to all obligations, liabilities, and penaltics owed to the Stat= by the original lessee of 0¥

prior assignes of the lease, including any liabilitics to the Statz 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 withcut the prior written approval of the Commissicner of the General Land Offics, this lease is void as of the time of assignment and the agency powe?

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

(1) anominee of the owner of the soil; o
(2) acorporation or subsidiary in which the owner of the soil is a principal stockholder or is an employe= of such a cerporation or subsidiary:

(3) a parmership in which the owner of the soil is a parm: “ or is an employe= of such a parmership;

(4) a principal stockhalder or employes of the corporation which is the owner of the soil;

(5) a parner or employee in a parmership which is the owner of the soil; o Tr_ue and Correet
copy of
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(6) a fiduciary for the owner of the soil; including but not limited to a guardian, trustee, executor, administator, recsiver, or conservator
owner of the soil; or nibn
(7) a family member of the owner of the soil or related to the owner of the soil by marriage, bloed, or adontion.
23. RELEASES. Under the conditions contained in this paragraph and Paragraph 29, Lsssce may at any time executs and deliver to the OWReEr of the soi
and place of record a release or releases covering any portion or pertions of the leased premises, and thereby surrender this lease as to such portion or portions, and ;x:
relieved of all subsequent obligations as to acreage surrendered. 1f any part of this lease is property surrendered, the delay rental duc under this lease shall be regy 4
by the proportion that the surrendered acreage bears to the acreage which was covered by this lease immediataly prior to such surreader; however, such release wil?
not relieve Lessee of any liabilities which may have accrued under this lease prior to the surrender of such acreage. :

29. FILIM 5 OF ASSIGNMENTS AND RELEASES. If all or any part of this lease is assigned of released, such assignment or release must be recorded in
the county where the land is situated, and the recorded instrument, or a copy of the reccrded instrument certified by the County Clerk of the county in which the
instrument is recorded, must be filed in the General Land Offics within 50 days of the last execution date accompanied by the prescribed filing fee. If any such
assignment is not 5o filed, the rights acquired under this lease shall be subject to forfeiture at the option of the Commissioner of the General Land Office.

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

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

interests.

32. FORFEITURE. If Lesses shall fail or refuse to make the payment of any sum within thirty days after it becomes due, or if Lesses or an autherized
agent should knowingly make any false return or false re;c * 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 adc; ! by the Commissioner of the General Land Office, or if Lesses should fail o file reports in the manner
required by law or fail 1o comply with rules and regulations ;romulgated by the Ceneral Land Offics, the School Land Board, or the Railroad Commission, or if
Lesses should refuse the proper authority access to the records pertaining to operations, or if Lessee or an authorized agent should knowingly fail or refuse to give
correct information to the ;:2per authority, or knowingly fail or refuse to furnish the General Land Offics a comrect log of 2nv 'well, or if Lessee shall knowingly
violate any of the material ; rovisions of this lease, or if this lease is assigned and the assignment is not filed in the Genera: .1d Office as required by law, the rights
acquired under this lease shall be subject to forfeiture by the Commissioner, and he shall forfeit same whea sufficiently inicrined of the facts which authorize a
forfeiture, and when forfeited the area shall again be subject 15 lease under the terms of the Relinquishment Act. However, nothing herein shall be construed as

waiving the automatic termination of this lease by operaticr  “=w or by re=-on of any special limitation arising hereunder. Forfeitures may be set aside and this
lease and all rights thereunder reinstated before the rights o. .. - her interves - :pon satisfactory evidencs to th: Commissioner of the General Land Offics of future

compliance with the provisions of the law and of this lease and the rules and rcgulations that may be adopted relative hereto.

33. LIEN. In accordancs with Texas Natural Resourcss Code 52.136, the State shall have a first lien upon all oil and gas producsd from the area covered
by this lease to secure payment of 211 unpaid royalty and other sums of money that may become due under this lease. By ac~ . “nce of this lease, Lesses grants the
Stats, in addition to the lien provided by Texas Narural Reccurces Code 52.126 an< ny other applicable statutcry lien, an =:: -+ =5 contractual lien on and security
intzrest in all leased minerals in and extracied Fom the leased premises, all procesds which may acerue to Lessee from the sale of such leased minerals, whether such
procedyare held by Lesses or by a third party, and all fixtures on and improvements o the leased premises used in connection with the production or procsssing of
such | g minerals in crder to secure the payment of all royalties or other amounts due or.to becorae due under this lease and to secure payment of any damages or
loss gt 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 may be
foretiozed §ith or without court procsedings in the manner provided in the Tide 1, Chapter 9 of the Texas Business and Commercs Code. Lessee agrees that the
Comm'psioner may require Lessee to exesuts and record such instruments as may be reasonably necsssary to acknowledge, artach or perfect this lien. Lesses hereby
represents that there are no prior or superior liens arising from and relating to Lesses's activities upon the above-described property or from Lesses's acquisition of
lhlsdca.si..ihould the Commissioner at any time determine that this representation is not true, then the Commissioner may declars this lease forfeited as provided

herein.

-
essses
= 4. POCLING. Lesses is hersby granted the right to pecl or unitize the royalty interest of the owner of the soil under this lease with any other leasehold

or min&al interest forthe exploration, development and production of oil or gas or either of them upon the same terms as shall be approved by the School Land
Beaggq 3nd e Commissioner of the General Land Office for the pocling or unitizing of the interest of the Siate under this lease pursuant to Texas Narural Resources
Cocle® 52.191-52.153. The owner of the soil agress that the inclusion of this provisicn in this lease satisfies the exccution requirements stated in Texas Natural
Resgurees (ode 52.152.

L L]

35. INDEMNITY. Lesses hersby releases and discharges the State of Texas aEd the owner of the soil, their officers, employess, parmers, ageats,
contractors, subcontractors, guests, invitess, and their respective successors and assigns, of and fom all and any actions and causes of action of svery nature, or other
harm, including environmental harm, for which recovery of damages is sought, including, but pot limited to, all losses and expeases which are caused by the
activities of Lessee, its officers, employees, and ageats arising out of, incidental to, or resulting from, the operations of or for Lesse= on the leased premises )
hereunder, or that may ariss out of or be occasioned by Lessee's breach of any of the terms or provisions of this Agreement, or by any other negligeat or strictly liable
act or omission of Lesse=. Further, Lesses hereby agrees to be liable for, exonerate, indemnify, defend and held harmless the Stats of Texas and the owner of the soil,
their officers, employees and agents, their successors or assigns, 2gainst any and all claims, liabilities, losses, damages, actions, personal injury (including death),
costs and =xpenses, or other harm for which recovery of damages is sought, under any theory including tort, contract, or strict liability, including artomeys' fess and
other legal expenses, including those related to environmental hazards, on the leased premises or in zny way related to Lessee's failure to comply with any and all
eavironmental laws; those arising from or in any way related to Lesses's operations or any other of L=sses’s activities on the leased premises; those arising fr_cm
Lessee's use of the surfacs of the leased premises; and those that may arise out of or be oczasioned by Lesses's breach of any of the terms or 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 assizns. Each assignee of this Agresment, or an interzst therzin, agress to be liable fcr, exonerate, indemnify, defznd and hold harmless the Statz of
Texas and the owner of the soil, their officsrs, employess. and agznts in the same manner provided above in connection with the activitics of Lesses, its or’ﬁc:r_s
employess, and agents as described above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF THE DNDEMNITY OBLIGATICNS
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.

e !



. 36. ENVIRONMENTAL HAZARDS. Lesses shall use the highest degree of care and all reasonable safeguards to prevent contamination or pollutio :
any environmental medium, including soil, surface waters, groundwalter, sediments, and surfacs or subsurface strata, ambient air or any other eavironmenza) m; of
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 o
containing materials, explosives, toxic materials, or substances regulatsd as hazardous wastes, hazardous materials, hazardous substances (as the term ~Hazardoys
Substance” is defined in the Comprehensive Environmental Response, Compensation and Liability Act (CERCLA), 42 U.S.C. Sections 9601, et seq.), or toxic
substances under any federal, state, or local law or regulation (“Hazardous Materials™), except ordinary products commeonly used in connection with oil and gas
exploration and development operations and stored in the usual manner and quantities. LESSEE'S YIOLATION OF THE FOREGOING FROHIBITION
SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND LESSEE SHALL INDEMNIFY, HOLD HARNMLESS AND
DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST ANY CLAIMS, DAMAGES, JUDGMENTS, PENALTIES,
LIABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS' FEES AND COURT COSTS) CAUSED BY OR ARISING OUT OF Mma
YIOLATION OF THE FOREGOING PROHIBITION OR (II) THE PRESENCE, RELEASE, OR DISPOSAL OF ANY HAZARDOUS MATERIALS ON
UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OR CONTROL OF THE LEASED PREMISES. LESSFEE SH'LLL.
CLEAN U?, 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 LESSZE’S
OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITH THE REQUIREMENTS OF APPLICABLE LAW. THIS
INDEMNIFICATION AND ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE ACTIONS UNDERTAXEN
PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IMMEDIATELY GIVE THE STATE OF
TEXAS AND THE OWNER OF THE SOIL WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS PARAGRAPH, UPON
LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY GOYERNMENTAL -
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 Rescurces Code 52.171 through 52,190, commenly known as the
Rezlinquishment Act, and other applicable stanrtes and ameandments thereto, and if iny provision in this lease does not conform to these statutes, the statutes will
prevail over any nonconforming lease provisions.

38. EXECUTION. This cil and gas lease must be signed and acknowledged by the Lesszs before it is filed of record in the county records and ia the
General Land Offics of the State of Texas. Cuocs 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.

39. LEASE FILING. Pursuant to Chapter 9 of the Texas Business and Commercs Code, this lease must be filed of record in the offics of the County
Clerk in any county in which all or any part of the leased premises is located, and certified copies thereof must be filed in the General Land Office. This lease is not
effective until a centified copy of this leasz (which is made and centified by the County Clerk from his records) is filed in the General Land Offics in aczordancs with
Texas Narural Resources Code 52.183. Additionally, this lease shall not be binding upen the Statz unless it recites the actual and rue consideration paid or promised
for execution of this lease. The bonus due the State and the prescribed filing fes shall accompany such cartified copy to the General Land Cffics. "

* See Exhibit "A" attachez Eor./;;it;;ml lease provisions.

. s LESSEE /
e ae BY: C¥av Johnsan
LA XX ]
S e 5 TITLE: , ;
L] b -
DATE: 7ﬂ ?J/

STATE OF TEXAS

BY:
Individually and as agent for the Statg of Tex
of the ard

as agent for the State of Texas as
i i Estate

amn Hill Iattimore, Individmlly and as Co-Trustee

Y. : SEutEEiiI ii iiii Date: SSit
(XX} g# =

STATE OF TEXAS STATE OF TEXAS

BY:
Individually and as agent for the State of Texas
Estate

Trustee of the Houston and Fom HL

STATE OF TP )

il .
By: 2
Jam | SLFE}?} m-msteeoﬂtmﬁ%gtmammzﬁum%tate
VR &

True and Correet

= £ Y >
Cate: “(’ __} A_ Y 3y copy of

(%7¢) Original filed in

\'~..~%/ Reeves County

B Clerks Office
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STATE OF —DIK s (CORPORATION ACKNOWLEDGMENT)
countror___ Y] mlk cu\d - ' _
BEFORE ME, the undersigned authority, on this day personally appeared FJQM QOWV\ i o
‘ _ . TU e ———
known to me 1o be the person whose name is subscribed to the foregoing instrument, == - A
= od acknowledged 1o me that he executed the

forlhcpurposnandcousxdczdaummmcxprmad.lnmcmpac.:ymmd.mdzsthcmmddwdormdcorpum

Given under my hand and seal of office this the 2‘% day of W
‘7?/20’)1/»0

= b MONICA MARLOWE "',' Notary Pnblic in an®¥or W
= NOTARY PUBLIC § -
STATE OF TEXAS {5 State of Texas 1: (CRBESRATIQN ACKNOWLEDGMENT)
p 1 99 3 : .
counTyor__ TARRANT | B i b= &
BEFORE ME, the undersigned authority, on this day personally appeared John A, Stﬁqky
known to me o be the person whose name is subscribed 10 the foregoing instrument, as Co-_Tristes of
the Houston and Emma Hill Trust Estate __and acknowledged to me that he execuyted the same

for the purposes and consideration therein expressed, in the capacity stazed, and as the act and de=d of said dﬂﬁﬂiﬂdﬁ. trust.

le:nmdermyhandmdsealo[aﬂ'xc:!.huthe 14th dayor SEu-f:gi j19 ?E )
{ ) -:' t-\D RICHARDS -

i, State of Texs ._w £
s e 2705200 Notary Publicinand or__Tarrant County, Texds

STATE OF TEXAS (DNDIVIDUAL ACKNOWLEDGMENT)

cow::’rox= TARRANT
L N N
L4 . 5[ -"a - S] Ei']] I ! 3 I 3- . 3 le

oteet Before me, the undemgn:d authority, on this day perscnally appc:u-d
- a Hill Trust Estate

kncwen toeme o be the persons whesc names are subscribed to the forsgoing instrument, and acknowledged to me that they exscuted the same for the purposes md
consideration therein expressed.

L LK

Esven" Gw:nundc:myhandandscalofnﬁc,.thuthc l14th day of c—September —~ -~ ,19.98
« :

(AT Y]

o e SHEILA D. RICHARDS

. Matary Public, Stats of Texss St
% Commissizn Explres June 27, raooe Notary Public in and fo Tarrant Coun ty, Texas

.....:

L] .

STATESF TEXAS (INDIVIDUAL ACKNOWLEDGMENT)
- -

CounTYOF__ TARRANT

Before me, the undersigned authority, on this day persenally appeared James Robert Hill, Individually and as
___ Co-Trustee of the Houston and Emma Hill Trust Estate

known to me to be the persons whose names ars subscribed to the foregoing instrument, and acknowledged to me that they executed the same for the purposss and
consideration therein expressed.

Given under my hand and seal of ofics this the 111U day of __ (TN 19 -
AR O A
' o\

s 1B BES —
SHEILA D, RICHARLS Neotary Putlicinand for__Tarrant C t T
Nstary Public, State of Texss ool Newary Putlicin and for ounty, exas
* Commissisn Expiies June 21, l’“;-

True and Correct
A2 RLIN copy of
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 betw: g0 Virginia Glenn Hill Lattimore,&
James Robert Hill and John A. St&ysky, 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.

as

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

) ‘ * I
Lessee shall notify the owner of the soil a minimum of 24 hours before cutting any new road, if necessary,-mfo or on the leased
premises.

Lessee shall install and maintain cattle guards at every fence crossing, said cattle guards to remain upon premises as pré}pertsa'_of
the owner of the soil at the expiration of this lease.

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

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

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

.7“ Notwlthstandm‘? any other provisions of this lease to the contrary, it is expressly understood and agreed that Lessee will not
"o« pollute any water aquxfers or fresh water in, upon or under the leased premises, and Lessee agrees to notify the owner of the soil
"".m writing if fresh water is encountered during drilling, or if a fresh water formation is penetrated.

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

e
oee o *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.

o uue
. .

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

=nseesand 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.

I1. 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 anv such document.

CERTIFIED TRUE AND CORRECT COPY CERTIFI

STATE OF TEXAS FILE NO. g&oi

The above and foregoing is a full true and correcw‘w!ograpmc copy of the
onginal record now in my lawful cusfody ahd possesmqn as the.same is

ileecd e R R TR R K B TR SR R0 3 D i

PREXXXXXIREXXT() RECORDED IN IHE
OFFICIAL PUBLIC RECORDS True and Correct
o‘?{l\“ G N Ihereby certfiedon 11 /5/98 copy of

Original filed in
Reeves County

z; DIANNE PFLOREZ 60 2
5 0\.-‘ ~ i — T Oﬁice
= Feints Palomimna " Clerks
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General Land Office
Relinquishmnt Act Lease Form
“Revised, September (997

4 OIL AND GAS LEASE

THIS AGREEMENT is made and entered into this_ 19 _dayof_Auqust 19 98 , between the State of Texas, 2cting by and through its
agent, Hill Tnvestments, Ltd.
of

P.O. Box 1568, Cedar Park. Texas 78613 said ageat
(Give Permanent Address)
herein referred to as the owner of the soil (whetherone ormore),and___Clay Johnson
203 W, Wall, Snite B8
Midland, Texas 7970
(Give Permanent Address)

a0 of
1

hereinafter called Lessee,

1. GRANTING CLAUSE. For and in consideration of the amounts stated below and of the covenants and agreements to be paid, kept and 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 purpess of
prospecting and drilling for and producing cil and gas, laying pipe lines, building tanks, storing oil and building power staticns, telsphone lines and other szuctures
thereon, to produce, save, taks care of, treat and transport said products of the lease, the following lands situatzd in Reeves Counry, State
of Texas, to-wit: .
The South 360 acres of Section 34, Block 55, Township 5,

T&P Ry. Co. Survey.

containing 360 acres, more cor less. The bonus consideration paid for this Yosua i e Sallows:
. o0
Ve To the Stats of Texas:____One Hundred Eighty-seven and 50/100-——————c—eeeeeeo———
sese Dellars (5 187 .50 )
- .
a - To the owncs of he scil: One Hundred Eighty-seven and 50/100--—————————eeee
sese Dollars (3 187-50 ) .
eRne Total bonis sonslderation: Three Hundred Sevgnty—five and No/100-———ccecmemeeee
':..'E Dcilars (5 375:00 )
The tc@l bonus consideration paid represeats a bonus of Fifty and No/100-—-—-—----c—mommmm oo ——
PP Dollars (S 50.00 ) peracce,cn __ /.9 netacres.
L TERM. Subject to the other provisions in this lea.se.. this lease shall be foratermof __Five (5) years from this date

(herzin calléd “primary term™) and as long thereafler as oil and gas, or cither of them, is produced in paying quantities from said land.
As used in this lease, the term "producsd in paying quantitics” mecans that the receipts from the sale or other authorized commercial use of the substance(s) covered

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

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

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

Anniversarv Date Delav Rental per Acre
First S 100
Second S 100
Third $16.67
Fourth S16.67

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




) 4. PRODUCTION ROYALTIES. Upcn production of oil and/or gas, Lessez agrees to pay or cause to be paid onz-half (1/2) of the royalty
tp’:owa:d for in this lease to the Commissioner of the General Land Offics of the State of Texas, at Austin, Texas, and one-half (172) of such royalty to the swner of
€ Soil:

(A) OIL. Royalty payable on oil, which is defined as including all hydrocarbons produced in a liquid form at the mouth of the well and alsg g5 all

condensate, distillate, and other liquid hydrocarbons recovered from il or gas run through a separator or other equipment, as hereinaftzr provided, shal] be
3/16.% part of the gross production or the market value thereof, at the option of the owner of the soil or the Commissioner of the

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

(B) NON PROCESSED GAS. Royalty on any gas (incfuding flarzd gas), which is defined as all hydrocarbens and gaseous substances not defined
as oil in subparagraph (A) above, produced from any well on said lénd except as provided herein with respect to gas processed in a plant for the extraction of
gasoline, liquid hydrocarbons or other products) shall be /16 part of the gross production or the market value therzof, at the option of the
owner of the soil or the Commissioner of the General Land Offics, such value o be based on the highest market price paid or offersd for gas of comparable quality in
the general area where preduced and when 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 square inch absolute, and the standard base temperarure shall be sixty (60)
degrees Fahrenheit, comrecticn 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

moest 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 hydrocartons
shall be 3/16 past of the residue gas and the liquid hydrocarbons extractzd or the market value thereof, at the option of the
ownmer of the soil cr the Comumissioner of the Geaeral Land Office. All royalties dus herein shall be based on one hundred percent (100%%) of the total plant
production of residue gas acributable to gas producsd from this lease, and on fiRty percent (50%), or that percent accruing to Lesses, whichever is the igreater, of the
total plant preduction of liquid hydrocarbons attributable to the gas producsd from this lease; provided that if liquid hydrocarbons ars recovered from 'gas processed
in a plant in which Lessee (or its parent, subsidiary or affiliatc) owns an interest, then the percentage applicable to liquid hydrocarbons shall be fifty perceat (50%) or

eat negotiazed at arm's length (or if there is no such third

party, the highest percent then being specified in processing agr=ements or contracts in the industry), whichever is the greater. The respecdve royalties on residue gas
and on liquid hydreearbons shall be determined by 1) the higiiest markst price paid or offercd for any gas (or liquid hydroearbons) of comparable quality in the
general area, or 2) the gross price paid or offered for such residue gas (or the weighted averags gross selling prics for the respective grades of liquid hydrocagbons),
wl'.x':lgm‘ is the greater. In no event, however, shail the royalties payable under this paragraph be less than the royalties which would have bezn due had the gas not

beca pescessed.
LE LR
T :(D) OTHER PRODUCTS. Royaity on carbon black, sulphur or any other procducts producsd or manufacnursd Som °35é:xc:prjng liquid hydrocarbons)
whetjer said gas be “casinghead,” *dry,” or any other gas, by fractionating, buming or any cther procsssing shail be 3/’1 patof the
grosg pgqduction of such preducts, or the market value thereof, ar the opticn of the owner of the soii or the Commissicner of the General Land Office, such market
vakue 19 b& determined as fcllows: 1) on the basis of the highest market price of cach product for the same month in which such product is producsd, or 2) on the

basis of thg averags gross sale price of each product for the same month in which such products are produced; whichever is the greater. %
&

asanes #

- i 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 uhder this lease in no event skall be Jess than an amount equal to the total annual delay rental hersin provided; otherwise, thers shail be due and payable on or
befgeratba fast day ¢ "the month succeeding the anniversary date of this lease a sum equal to the total annual rental less the amount of royalties paid during the

precfding fear. Paregraph-d-ofthistexsedecsnotspecifysdelayrentabamountthen for the purposes of this paragraph, the delay reatal amount shall be one
dollzg (L1 Q0) per acre.
. -

6. ROYALTY IN KIND. Netwithstanding any other provisiua in this lease, at any time or Som time to time, the owner of the soil or the Commissioner
of the General Land Office may, at the option of either, upon not less than sixty (60) days notice to the hclder of the lease, require that the payment of any I'D)':llliﬁ.
accruing to such royalty owner under this lease be made in kind. The owner of the s0il's or the Commissicner of the General Land Otfice's right to taks its royalty in
ind shall not diminish or negate the owner of the soil's or the Commissioner of the General Land Offics's rights or Lessee's obligations, whether express or implied.

under this lease.

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

production related costs.

8. PLANT FUEL AND RECYCLED GAS. No royalty shall be payable cn any gas as may represent this lease's propertionate share of any fuel used to ]
process gas produced hereunder in any procsssing plant. Notwithstanding any other provision of this lease, and subject to the written consznt of the owner Dflhf soil
and the Commissioner of the General Land Officz, Lesses may rzcycle gas for gas lift purposes on the lcased premises or for injection inte any oil or gas producing
formaticn underlying the leased premises after the liquid hydrecarbons 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 1o a royalty under this lease.

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

Payment of rovalty on producticn of oil and gas shall be as provided in the rules sct forth in the Texas Register. Rules cumrently provide thet royalty on oil is duz
and must be reczived in the General Land Cffice on or before the Sth day of the second menth st ciicn, and royalty on gas is due ::.sflh
must be reczived in the General Land Offics on or befors the 15th day of the second moenth succezding the month of pro on, accompanied by the ;;‘Ef‘;vﬂ f?:’:-- ¢
owmner, manager or other acthoriz=d agent, completed in the form and manner prescribed by the General Land Offics and showing the zross amount and dispositica ©

all il and zas produced and the markst value of the oil and gas, togzther with a copy of all documents, rccords or repens ceniiming the go

s5 producticn, dispositicn



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 anq
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 shaj be
accompanied by a check stub, schedule, summary or other remittance advice showing by the assigned General Land Office lease number the amount of royalty bein
paid on each lease. If Lessce pays his royalty on or before thirty (30) days after the royalty paymeat was due, then Lessec owes 2 penalty of 5% on the royalty or -
$25.00, whichever is greater. A royalty payment which is over thirty (30) days late shall accrue a penalty of 10% of the royalty due or $25.00 whichever is greater.
In addition to a penalty, royalties shall accrue interest at a rate of 12% per year; such interest will begin accruing when the royalty is sixty (60) days overdue. ]
Affidavits and supporting ts which are not filed when due shall incur a penalty in an amount set by the General Land Office administrative rule which js
cffective on the date when'the affidavits or supporting documents were due. The Lessee shall bear all responsibility for paying or causing royalties to be paid as
prescribed by the due date provided herein. Payment of the delinquency penalty shall in no way operate to prohibit the State's right of forfeiture as provided by law
nor act to postpone the date on which royalties were originally due. The above penalty provisions shall not apply in cases of title dispute as to the State’s portion of
the royalty or to that portion of the royalty in dispute as to fair market value. ] .

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

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

(C) PENALTIES. Lessee shall incur a penalty whenever reports, documents or other materials are not filed in the General Land Office when
due., Thg 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 Gengral
Lattd Of5 . .t
LE LR ] »
® " 1. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, during the primary term hereof and pricr to discovery and production
of oifgr 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 oilor
gas fion} the leased premises such production thereof should cease from any cause, this lease shall not terminate if on or before the expiration of sixty (60) days fom
data of completion of said dry hole or cessation of production Lessee commences additional drilling or reworking operations thereon, or pays or tenders the next
annuil’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
compJeted and abandoned, or the production of oil or gas should cease for any cause, Lessee's rights shall remain in full force and effect without further operations,
until the exbiration of the primary term; and if Lessee has not resumed production in paying quantitics at the expiration of the primary term, Lesses may maintain this
lease bY conducting additional drilling or reworking operations pursuant to Paragraph 13, using the expiration of the primary term as the date of cessation of
proqycligg inder 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
prima&y terfn hereof, Lessce may resume payment of the annual reatal in the same manner as provided herein on or before the rental paying date following the
expiration of sixty (60) days from the date of completion of such shut-in oil or gas well and upon the failure to make such payment, this lease shall ipso facto

terminate. ¥ 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 cxpiration of the primary term, neither oil nor gas is being
produced on said land, but Lessee is then engaged in drilling or reworking operations thereon, this lease shall remain in force so long as operations on said well or for
drilling or reworking of any additional well are prosecuted in good faith and in- workmanlike manner without interruptions totaling more than sixty (60) days during
any one such operation, and if they result in the production of oil and/or gas, so long thereafter as oil and/or gas is produced in paying quantitics 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 lcase shall not terminate if Lessee commences additional drilling or reworking operations within sixty (60) days
after such cessation, and this lease shall remain in full force and effect for so long as such operations continue in good faith and in workmanlike manner without
interruptions totaling more than sixty (60) days. If such drilling or reworking operations result in the production of oil or gas, the lease shall remain in full force and
effect for so long as oil or gas is produced from the leased premises in paying quantities or payment of shut-in oil or gas well royalties or payment of compensatory
royalties is made as provided herein or as provided by law. If the drilling or reworking operations result in the completion of a well as a dry hole, the lease will not
terminate if the Lesses commences additional drilling or reworking operations within sixty (60) days afier the completion of the well as a dry hole, and this lease
shall remain in effect so long as Lesses continues drilling or reworking operations in good faith and in 2 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 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 quantitics is located on the leased premises, but oil or gas is not being produced for lack of suitable
production facilities or lack of a suitable market, then Lessee may pay as a shut-in oil or gas royalty an amount equal to double the annual rental provided in the
lease, but not less than $1,200 a year for each well capable of producing oil or gas in paying quantitics. Y _
armeunt-tven 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 Lessce ceases to produce oil or gas from the leased premises, or (3) 60 days ,
after Lessee completes a drilling or reworking operation in accordance with the lease provisions; whichever date is latest. Such payment shall be made one-half (12)

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

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

16. RETAINED ACREAGE. Notwithstanding any provision of this lcase 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 forcz and effect two (2) years after the exriration date of the primary or extended term it shall then terminate
as o all of the leased premises, EXXCEPT (1) 40 acres surrounding each oil well capable of producing in paying quantities and 320 acres surrounding cach gas well .
capable of producing in paying quantities (including a shut-in oil or gas well as provided in Paragraph 14 hercof), or a well upon which Lessce is then engaged in
continuous drilling or reworking operations, or (2) the number of acres included in a producing pooled unit pursuant to Texas Natural Resources Code  52.151-
52.153, or (3) such greater or lesser number of acres as may then be allocated for production purposes to a proration unit for each such producing well under the rules
and regulations of the Railroad Commission of Texas, or any successor agency, or other governmental authority having jurisdiction. If at any time after the effective
date of the partial termination provisions hereof, the applicable field rules are changed or the well or wells located thereon are reclassified so that less acreage is
thereafter allocated to said well or wells for production purposes, this lease shall thercupon terminate as to all acreage not thereafter allocated to said well or wells for
pra_&xglartpurposes. Norwithstanding the termination of this lease as to a portion of the lands covered hereby, Lessee shall nevertheless continue to have the right of
ingress4® 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,«xisting 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

e, | )

retfigad’laids and for the gathering or transportation of oil, gas and other minerals produc:d from the retained lands.
i

- .
eese(B) HORIZONTAL. In the event this lease is in force and cffect two (2) years after the expiration date of the primary or extended term it shall further
lcmliyg!‘;! to all depths below 100 feet below the total depth drilled (hereinafter "desper depths™) in each well located on acreage retained in Paragraph 16 (A)
above, unlgss on or before two (2) years after the primary or extended term Lesses pays an amount equal to one-half (1/2) of the bonus originally paid as 4
consideratign for this lease (as specified on page 1 hereof). If such amount is paid, this lease shall be in force and effect as to such decper depths, and said i
termination 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

covered by t.his lease.
sssees

* () 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 weJllps&ed 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
termirftion 38 this lease as provided herein, Lesses shall execute and record a release or releases containing a satisfactory legal description of the acreage and/or
depths not retained hercunder. The recorded release, or a centified 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 to be released hercunder and record such instrumment 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. Lesses, 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 producsd in commercial quantities within 1,000 feet of the leased premises, or in any case where the leased premises is being
drained by production of oil or gas, the Lessee, 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 fect 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 starutory parameters satisfy the obligation to drill an offset well or wells required under this paragraph.

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

or gas.



19. WARRANTY CLAUSE. The owner of the soil warrants and agreces to defend title to the leased premises. If the owner of the soil defaylts in
payments owed on the [cased premiscs, 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, Lesses 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 wbi:h&i: interest bears to the entire undivided surface estate and the royalties and rental herein provided to be paid to the Commissioner of the
General Land Office of the State of Texas shall be likewise proportionately reduced. However, before Lessee adjusts the royalty or rental due to the Commissioner of
the General Land Office, Lessce or his authorized representative must submit to the Commissioner of the General Land Office a written statement which explains the
discrepancy between the interest purportedly leased under this lease and the actual interest owned by the owner of the soil. The Commissioner of the General Land
Office shall be paid the value of the whole production allocable to any undivided interest not covered by a lease, less the proportionats development and production
cost allocable to such undivided interest. However, in no event shall the Commissioner of the General Land Office reczive as a royalty on the gross production
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 Namural Resources Code Sections 52.151-52.154, or
if, at any time after the expiration of the primary term or the extended term, this lease covers a lesser number of acres than the total amount described herein,
payments that are made on a per acre basis hercunder shall be reduced according to the number of acres pooled, released, surrendersd, or otherwise severed, so that
paymeats 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. Lesses shall have the right to use water produced on said land necessary for operations under this lease except water from wells or
tanks of the owner of the soil; provided, however, Lessee shall not use potable water or water suitable for livestock or irrigation purposes for waterflood operations

without the prior consent of the owner of the soil.

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

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

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

written consent of the owner of the soil. -
E Y 4

e oo 25. POLLUTION. In developing this area, Lessee shall use the highest degree of care and all proper safeguards to prevent pollution. Without limiting the
fortg8ipg.’pollution 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 watsr contamination. In the event of pollution, Lessee shall use all means at its disposal to recapture all escaped hydrocarbons or other
polytant £hd shall be responsible for all damage to public and private properties.. Lessee shall build and maintain fences around its slush, sump, and drainage pits *
and tank batteries 5o as to protect livestock against loss, damage or injury; and upon completion or abandonment of any well or wells, Lessee shall fill and level all
slush. i}r and cellars and completely clean up the drilling site of all rubbish thereon. Lessee shall, while conducting operations on the leased premises, keep said
presises 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
condftfcfn.afd contours as is practicable. Tanks and equipment will be kept painted and presentable. '

i
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o 26. REMOVAL OF EQUIPMENT. Subject to limitations in this paragraph, Lessee shall have the right to remove machinery and fixtures placed by
Lessee®on the leased premises, including the right to draw and remove casing, within one hundred twenty (120) days after the expiration or the termination of this
leasg uplesdthe owner of the soil grants Lessee an extension of this 120-day period. However, Lessee may not remove casing from any well capable of producing oil
and gas in faying quantitics. Additionally, Lessee may not draw and remove casing until after thirty (30) days written neticz to the Commissioner of the General
Land Officstand 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

undérahe tepms 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
lease may be assigned, in whole or in part, and the provisions of this lease shall extend to and be binding upon their heirs, devisees, legal representatives, successors
and assigns. However, a change or division in ownership of the land, rentals, or royalties will not enlarge the obligations of Lesses, diminish the rights, privileges
and estates of Lessee, impair the effectiveness of any payment made by Lessee or impair the effectiveness of any act performed by Lessee. And no change or
division in ownership of the land, rentals, or royalties shall bind 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 2
certified copy of such original) when the ownership changed because of a conveyance. A total or partial assignment of this lease shall, to the extent of the interest
assigned, relicve and discharge Lessee of all subsequent obligations under this lease. If this lease is assigned in its entirety as to only part of the acreage, the right and
option to pay rentals shall be apportioned as between the several owners ratably, according to the area of each, and failure by one or more of them to pay his share of
the rental shall not affect this lease on the part of the land upon which pro rata rentals are timely paid or tendered; however, if the assignor or assignee does not file a
certified copy of such assignment in the General Land Office before the next rental paying date, the entire lease shall terminate for failure to pay the entire rental due
under Paragraph 3. Every assignee shall succeed to all rights and be subject to all obligations, liabilities, and penalties owed to the Stats by the original lessee or any

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

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

of the owner may be forfeited by the Commissioner. An assignment will be treatzd as if it were made 1o 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 employee of such a corporation or subsidiary;

(3) a partnership in which the owner of the soil is a parter or is an employes of such a partnership;
(4) a principal stockholder or employee of the corporation which is the owner of the soil;

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

f_:r\\ ~copy of
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(6) a fiduciary for the owner of the soil; including but not limited 10 a guardian, trustes, executor, administrator, receiver, or conservator for the
owner of the soil; or
(7) a family member of the owner of the soil or related to the owner of the soil by marriage, blood, or adoption.

28. RELEASES. Under the conditions contained in this paragraph and Paragraph 29, Lessce may at any time exccute and deliver to the owner of the soj
and place of record a release or releases covering any portion or portions of the leased premises, and thereby swrrender this lease as to such portion or portions, and he
relieved of all subsequent obligations as to acreage surrendered. If any part of this lease is property surrendered, the delay rental due under this lease shall be reduced
by the proportion that theygurrendered acreage bears to the acreage which was covered by this lease immediately prior to such surrender; however, such release wil]
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 leasz is assigned or released, such assignment or release must be recorded in
the county where the land is situated, and the recorded instrument, or a copy of the recorded instrument certified by the County Clerk of the county in which the
instrument is recorded, must be filed in the General Land Office within 90 days of the last execution date accompanied by the prescribed filing fee. If any such
assignment is not so filed, the rights acquired under this lease shall be subject to forfeiture at the option of the Commissioner of the General Land Office.

30. DISCLOSURE CLAUSE. All provisions pertaining to the lease of the above-described land have been included in this instrument, including the
statement of the true consideration to be paid for the execution of this lease and the rights and duties of the partics. Any collateral agreements conceming the
development of oil and gas from the leased premises which are not contained in this lease render this lease 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 Lesses or an authorized
agent should knowingly make any false return or false report conceming production or drilling, of if Lessee shall fail or refuse to drill any offset well or wells in good
faith as required by law and the rules and regulations adopted by the Commissioner of the General Land Office, or if Lessee should fail 1o file reports in the manner
required by law or fail to comply with rules and regulations promulgated by the General Land Office, the School Land Board, or the Railroad Commission, or if
Lessee should refuse the proper authority access to the records pertaining to operations, or if Lesses or an authorized agent should knowingly fail or refuse to give
correct information to the proper 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 lcase, or if this lease is assigned and the assignment is not filed in the General Land Office as required by law, the rights
acquired under this lease shall be subject to forfeiture by the Commissioner, and he shall forfeit same when sufficiently informed of the facts which authorize a
forfeiture, and when forfeited the arca shall again be subject 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 furure
corpplj#tg with the provisions of the law and of this lease and the rules and regulations that may be adopted relative hereto.

. e

eeee 33, LIEN. In accordance with Texas Natural Resources Code 52.136, the State shall have a first lien upon all oil and gas produced from the area covered
by thisfease 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 starutery lien, an express contractual lien on and security
intergsg nall leased minerals in and extracted from the leased premises, all procesds which may accrue to Lessze from the sale of such leased minerals, whether such
profesgs ot 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 leasedyminerals 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* & %§sor may suffer by reason of Lessce's breach of any covenant or condition of this lease, whether express or implied. This lien and security interest may be
forecloged with or without court proceedings in the manner provided in the Title 1, Chapter 9 of the Texas Business and Commerce Code. Lessee agrees that the
Commissioger may require Lessee to execute and record such instruments as may be reasonably necessary to acknowledge, aftach or perfect this lien. Lessee hereby
represeasafiat there are no prior or superior liens arising from and relating to Lessee's activities upon the above-described property or from Lessee's acquisition of
this lease. Should the Commissioner at any time determine that this representation is not true, then the Commissioner may declare this lease forfeited as provided
hercimesse

. »

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 preduction of oil or gas or cither of them upon the same terms as shall be approved by the School Land

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

Resources Code 52.152.

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

CONCURRENT, ACTIVE, OR PASSIVE.



36. ENVIRONMENTAL HAZARDS. Lessee shall use the highest degree of care and all reasonable safeguards to prevent contamination or pollution of
any environmental medium, including soil, surface waters, groundwater, sediments, and surface or subsurface strata, ambient air 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 asbestos
conuining 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 CONSTITUTBW MATERIAL BREACH AND DEFAULT HEREUNDER AND LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND
DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST ANY CLAIMS, DAMAGES, JUDGMENTS, PENALTIES,
LIABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS' FEES AND COURT COSTS) CAUSED BY OR ARISING OUT OF Mma
VIOLATION OF THE FOREGOING PROHIBITION OR (I) THE PRESENCE, RELEASE, OR DISPOSAL OF ANY HAZARDOUS MATERIALS ON,
UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OR CONTROL OF THE LEASED PREMISES. LESSEE SHALL
CLEAN UP, REMOVE, REMEDY AND REPAIR ANY SOIL OR GROUND WATER CONTAMINATION AND DAMAGE CAUSED BY THE
PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE’S
OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITH THE REQUIREMENTS OF APPLICABLE LAW. THIS
INDEMNIFICATION AND ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE ACTIONS UNDERTAKEYN
PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IMMEDIATELY GIVE THE STATE OF
TEXAS AND THE OWNER OF THE SOIL WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS PARAGRAPH, UPON
LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY GOVERNMENTAL -
AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBLIGATIONS OF LESSEE
HEREUNDER SHALL SURVIVE THE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF THIS AGREEMENT.

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

38. EXECUTICN. 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. Cnce the filing requirements found in Paragraph 39 of this lease have been satisfied, the effective date of this lease shall
be the date found on Page 1. ’ ; '

39. 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 past of the leased premises is located, and centified copics thereof must be filed in the General Land Office. This lease is not
effective until a centified copy of this lease (which is made and centified by the County Clerk from his records) is filed in the General Land Office in accordance with
Texas Narural Resources Code 52.183. Additionally, this lease shall not be binding upon the State unless it recites the actual and true consideration paid or promised
Eo.rt}m}ion of this lease. The bonus due the State and the prescribed filing fe< shall accompany such certified copy to the General Land Office. =

:.::* See Exhibit "A" %hed for Additional Provisions
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AR OE TEXAS M STATE OF TEXAS
.
BY: % BY:
I Individually and as agent for the State of Texas

Indi¥idually and-as agent for the Stap€ of Texas

MmM.HmsEﬁceﬁdei%gof@sodymtermses,L.c.,Gamapamerofmu mvestrents, Lid,

Date: Date:

STATE OF TEXAS STATE OF TEXAS

BY:
Individually and as agent for the State of Texas

BY:
Individually and as agent for the State of Texas

Date:

Date:
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STATE OF (CORPORATION ACKNOWLEDGMENT)

COUNTY OF,

BEFORE ME, the undersigned authority, on this day personally appeared 7

h:owntomembc:hep:rsonwhosemeismhscn‘bedmthefor'tgeinglnsuusml.l: of

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

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

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

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

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

Given under my hand and seal of office this the_“Z23 _ day of M
'1/ Notary Public in and for

STJ.UB. ©F TEXAS (INDIVIDUAL ACKNOWLEDGMENT)

. s 2.
COUNTY OF

-::_ o Before me, the undersigned ;umon‘rﬁ on this day personally appeared___Alan M. Hill, President of Casody Enterprises,

L.C., General Partner of Hill Investments, Lid. "
knosg*® e (o be the persons whose names are subscribed to the foregoing instrument, and acknowledged to me that they executed the same for the purposes and

considgration therein expressed.

-:ou§ivcn under my hand and scal of office this the A day of 5"—"(31‘4” LR’/\. 199 y

.
sssepe
. L]

/\ -
Notary Public in and {6\&% (2 m\g\(f@O

(INDIVIDUAL ACKNOWLEDGMENT)

STATE OF

N\
COUNTY OF l | \(
Before me, the undersigned authority, on this day personally appeared C,Qal/\l Q‘J‘OW

known to me to be the ;ersons whose names are subscribed to the foregoing instrument, and ack:mwlcdé?d to me that they executed the same for the purposes and
consideration therein expressed.

Given under my hand and seal of office this the 2% - W e q?
. IYlonwe~ Dllbgre
A P;;';:’: State of Texas

CA
Q?;agjg.f Comm. Exp. 10-30-99

L

L e o o o e o s Y
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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, restoré 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. S

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

»* o *the leased premises.

. oF

J'i ::Ngtwithstanding 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

,,.ia writing if fresh water is encountered during drilling, or if a fresh water formation is penetrated.

.O..

8., . Jygssee 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.

ssness

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

¢s~ahl tank batteries to protect livestock against loss, damage or injury; and upon completion or abandonment of any well or wells,
Lessee shall fill and level off all slush pits and cellars and completely clean up the drill site of all rubbish thereon.

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

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

CERTIFIED TRUE AND CORRECT COPY CERTIFICATE
STATE OF TEXAS FILE NO. 20)(oM
COUNTY OF REEVES  prpp. 11/5/98

The above and foregoing is a full, true-and correct photographic copy of the
original record now in my lawful cuslody and possessnon, as the same Is
B R - R R

a0 mmésm S
| hereby CBﬂllled on__ RDSI 1/5/98

. COUNTY CLERK

DEPUTY
-1n1a Palomino

True and Correet
copy of
Qriginal filed in
Reeves County
Clerks Office
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General Land OfTice
Relinguishmnt Act Lease Form
Revised, September 1597 -

. OIL AND GAS LEASE

Keenom o ‘ .

THIS AGREEMENT rgaé}:md di 19 dayof August 19 98 , berweenthe State of T d :

agent, m:&kt?lily Jean #iii- Individualty and S TRIbtes OF The Thomas Hill DuffeTraaf o is
and as Trustee of the Nancy Puff Jones Trust S——

—— 1320 Take Street, Fort Worth, Texas /6102 said agent
(Give Permanent Address) k

herein referred to as the owner of the soil (whetheroneormore),and___ Clay Johnson
203 W. Walil Snite 8
Midland, Texas 7970
(Give Permanent Address)

Q0 of
1

hereinafter called Lessee,

1. GRANTING CLAUSE. For and in consideration of the amounts stated below and of the covenants and agreements to be paid, kzpt and performed by
Lesses under this lease, the State of Texas acting by and through the owner of the soil, hereby grants, leases and lets unto Lessee, for the sole and only purpose of
prospecting and drilling for and producing oil and gas, laying pipe lines, building tanks, stering il and building power staticns, telzphone lines and other szuctures
thereon, to preduce, save, take care of, treat and transport said products of the lease, the following lands situated in Reeves County, State
of Texas, to-wic :

The South 360 acres of Section 34, Block 55, Township 5,
T&P Ry. Co. Survey.

ccnr..a.fn.iﬂg. 360 acres, mors or Jess. The bonus consideration paid for this s e s Ellvns:
(L1 1]
Test 3 To the Stats of Texzs:___Two Thousand Sixty-two and 50/100
. Dcllars (S,
“esss’ To the owner of the scil:__Two_Thousand Sixty-two and 50/100
s Dollars (5 2,062.50 ) _
'. Total bonus consideration: Four Thousand One Hundred Twenty-five and NO/100
" Dellars (S 4,125.00 ) ’
eseese
The total bo}ms consideration paid represeatsabonusof___ Fifty and No/100—-----—--—cooeomoomoomo
seseee Dollars (5 50.00 ) perace, cn 82-§ net acTes.
2 TERM. Subject to the other provisions in this lcase.. this lease shall be feraemeof Five (5) years from this date

(herein called “primary term™) 2nd as long therzafier as cil and gas, or cither of them, is produced in paying quantities from said land.
As used in this lease, the term "producsd in paying quantities” means that the receipts from the sale or other autherized commercial use of the substance{s) covered

exceed out of pocket aperational sxpeases for the six months last past.

3, Delay Rentals: If oil or gas in paying quantities is not being produced from the premises on the first anniy ersary date of this Lease and there are then no drilling
operations being conducted an 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 reatal in
the amount specified in the following schedule multiplied by the number of acres then covered by this lease, which payment, when timely made, shall continue this lease for
a period of one (1) additional year. In like manner and upon payment of the amounts set out in the following schedule. this lease may be further continue for successive one-
year periods during the primary term of this lease provided that payment is made on or before the anniversary date

Anniversary Date Delay Rental per Acre

First S 1.00
Second S 1.00
Third S 16.67
Fourth $16.67

True and €errest
copy of
Qriginal filed in
Reeves County
Clerks Office




) 4. PRODUCTION ROYALTIES. Upcn production of oil and/or gas, Lesses agress to pay or cause 1o be paid onz-half (1/2) of the royalty
provided for in this lease to the Commissioner of the General Land Offics 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 hydrocarbens produced in a liquid form at the mouth of the well and also as all

condensate, distillats, and other liquid hydrocarbons recovered from oil or gas run through a separator or other equipment, as hereinafter provided, shall be
3/164 part of the gross production or the market value thereof, at the option of the owner of the soil or the Commissicner of the

General Land Office, such value to be determined by 1) the highest posted price, plus premium, if any, offered or paid for oil, condensate, distillaz, or other liquid
hydrocarbons, respectively, of a like type and gravity in the general arca where producsd and when run, or 2) the highest markst prics thereof offered or paid in the
general area where produced and when run, or 3) the gross proceeds of the sale therzof, whichever is the greater. Lesses agress that befors any gas producsg from the
leased premises is sold, used or processed in a plant, it will be run fres of cost to the royalty owners through an adcquate oil and gas separator of conventional tYpe, or
other equipment at least as efficient, so that all liquid hydrocarbons recoverable from the gas by such means will be recoversd. The requircment that such 22s 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 lg:d &ex::pt as provided herein with respect to gas processed in a plant for the extraction of
gasoline, liquid hydrocarbons or other products) shall be /16 part of the gross production or the market value thereof, at the option of the
owner of the soil or the Commissioner of tbe General Land Offics, such valuc 10 be based on the highest market price paid or offerzd for gas of comparable quality in
the general arca where preduced and whea run, or the gross price paid or offersd to the producsr, whichever is the greatzr; provided that the maximum pressure base
in measuring the gas under this lease shail not at any time exceed 14.65 pounds per square inch absolute, and the standard base temperarurs shall be sixty (50)
degrees Fahrenheit, correcticn 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 hydrocarkons
shall be 3/16 part of the residue gas and the liquid hydrocaroens extracied or the market value thereof, at the option of the
owner of the soil cr the Commissioner of the General Land Office. All royalti=s due herein shall be based on one hundred percent (10034%) of the total plant
production of residue gas atributable to gas producsd from this lease, and on fifty percent (50%), or that percent accruing to Lessee, whichever is they zreater, of the
total plant producticn of liquid hydrocarbons arributable to the gas preducsd For this lease; provided that if liquid hydrocarbons ars recovered from gas processed
in a plant in which Lesses (or its pareat, subsidiary or affiliate) owns 2n intersst, then the percentage applicable to liguid hydrocartons shall be fifty percemt (50%) or
the highest percent accruing to a third party processing gas through such piant under a procsssing agresment negotiared at arm's length (or if thers is no such third
party, thg highest percent then being specified in procsssing 2grsements or contracts in the industry), whichever is the grzater. The respective royalties on residue gas
and oﬂlquid hydrecarbons shall be determined by 1) the hig:est markst price paid or ofered fer any gas (or liquid hydroearbons) of comparable quality in the
gendralfrea, or 2) the gross prics paid or offered for such residue gas (or the weighted average gross selling prics for the respesiive grades of liquid hydrocarbens),
why 8§ 85is the greater. In no event, however, shall the royalties payabls under this paragraph be less than the royalties which would have been due had r.hc‘gzs not
bee? Procfesed.

.

o**** (D) OTHER PRODUCTS. Royalty on carbon black, sulphur or any other products producsd or manufacnured from gas (excepting liquid hydrocartons)
wheahies #aid 3as be “casinghead,” "dry,” or any other gas, by Sactionating, buming or any other processing shail be f]. 6 Pt of the
rodection of such preducts, or the market value thereef, 2t the opticn of the owner of the soil or the Commissicner of the General Land Office, such market

gross
Vaﬂﬁgz’“d:unnincd as fcllows: 1) on the basis of the highest market prics of each preduct for the same month in which such product is produced, or 2) on the

basis gf the average gross sale prics of each product for the same rnonth in which such preducts arc produced; whichever is the greater.

-
egeses. MINIMUM ROYALTY. During any year after the expiration of the primary term of this lease, if this lease is maintained by production, the m‘yames
paid under this leasz in no event shall be less than an amcunt squal to the total annual delay rental hersin provided; otherwise, there shail be due and payable on or
befapnthe !ast day c the month succseding the anniversary date of this lease a sum equal 1o the total annual rental less the amount of rovalties paid during the

prc:gding year. HRasgraph-3-efthisieasedecsnetspesifradeolayrenial-emevntthen {or the purposes of this paragraph, the delay reatal amount shall be one

dollar (51.00) per acre.

6. ROYALTY IN KIND. Nerwithstanding any other provisi:a in this lease, at any time or Som time to time, the owner of the scil or the Commissioner
of the General Land Office may, at the cption of either, upon not less than sixty (60) days notics to the helder 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 s0il's or the Commissicner of the General Land Ofice's right to taks its royalty in
kind shall not diminish or negate the owner of the soil's or the Commissioner of the Geaeral Land Offics's rights or Lessee’s obligations, whether express or implicd.

under this lease.

7. NO DEDUCTIONS. Lesses agress that all royalties aceruing under this lease (including those paid in kind) shall be without deduction for the costof
producing, gathering, stering, separating, treating, dehydrating, compressing, processing, transperting, and otherwise making the oil, gas and other preducts i
herzunder ready for sale or use. Lessee agrees to computs and pay royalties on the gross value ressived, 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 propertionate share of any fucl usedto
process gas producsd hereunder in any procsssing plant. Notwithstanding any other provision of this lease, and subject to the written consent of the owner ofth!: soil
and the Commissioner of the General Land Office, Lesses may recycle gas for gas lift purzoses on the lzased premises or for injection into any oil or zas producing
formaticn underlying the leased premises after the liquid hydrecarbons contained in the gas have bezn removed; no royaltics shall be payable on the rzcycled 335
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 REPCRTS. All royalties not takza in kind shall be paid to the Commissicner of the General Land Office at Austn,
Texas, in the following manner:

Payment of royalty on production of oil and gas shall be as provided in the rules st forth in the Texas Register. Rules currently provide that royalty on oil is cus
and must be reczived in the General Land Cffics on or befers the 5th day of the second menth succezding the month of producticn, and royalty on gzs is due and
must be reczived in the General Land Ofics on or befers the § 7th day of the sezond month succesding the moath of producticn, accompanied by the affidavit ¢!
owmer, manager or other authorized agznt, complsted in the form and manner preseribed by the General Land Offics and showing the zross amount and dispositi

fihe

on of
ST £ x 5 . [ l : e il isposition

ali oil and zas produced and the markst value of the oil and zas, tog=ther with a copy of all dacuments, records or reports confimming the zross producticn, disposil:er



and market value including gas meter readings, pipeline receipts, gas line receipts and other checks or memoranda of amount produced and put into pipelines, tanks,
or pools and gas lines or gas storage, and any other reports or records which the General Land Office may require to verify the gross production, disposition and
market value. In all cases the authority of a manager or agent to act for the Lessee herein must be filed in the General Land Office. Each royalty payment shall pe
accompanicd by a check stub, schedule, summary or other remittance advice showing by the assigned General Land Office lease number the amount of royalty being
paid on each leasc. If Lessce pays his royalty on or before thirty (30) days after the royalty paymeat was due, then Lessec owes a penalty of 5% on the royalty or
5325.00, 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. p
Affidavits and supporting documents which are not filed when due shall incur a penalty in an amount sct by the General Land Office administrative rule which is
effective on the date whenthe affidavits or supporting documents were due. The Lesses shall bear all responsibility for paying or causing royalties to be paid as
prescribed by the due date provided herein. Payment of the delinquency penalty shall in no way operate to prohibit the State's right of forfeiture as provided by law
nor act to postpone the date on which royalties were originally due. The above penalty provisions shall not apply in cases of title disputz as to the State’s portion of
the royalty or to that portion of the royalty in dispute as to fair market value. . :

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

(B) PERMITS, DRILLING RECORDS. Written notice of all operations oa this lease shall be submitted to the Commissioner of the General
Land Office by Lessee or operator five (5) days before spud date, workover, re-entry, temporary abandonment or plug and abandonment of any well or wells. Such
written notice to the General Land Office shall include copies of Railroad Commission forms for application to drill. Copies of well tests, completion reports and
plugging reports shall be supplied to the General Land Office at the time they are filed with the Texas Railroad Commission. All applications, permits, reports or
other filings that reference this lease or any specific well on the leased premises and that are submitted to the Texas Railroad Commission or any other governmental
agency shall include the word *State” in the title. Additionally, in accordance with Railroad Commission rules, any signage on the leased premises for the purpose of
identifying wells, tank batteries or other associated improvements to the land must also include the word "State.” Lessec shall supply the General Land Office with
any records, memoranda, accounts, reports, cuttings and cores, or other information relative to the operation of the above-described premises, which may be
requested by the General Land Office, in addition to those herein expressly provided for. Lessee shall have an electrical and/or radioactivity survey made on the 2
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 cach well to the General Land Office within fifteen (15) days after the making of said survey.

. (C) PENALTIES. Lesses shall incur a penalty whenever reports, documents or other materials are not filed in the General Land Office when
due. Jhegpenalty 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

Lant{ Qffic}. 3
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eess | 1. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, during the primary term hereof and prior to discovery and production
of o4l or 228 on said land, Lessee should drill a dry hole or holes thercon, or if during the primary term hercof and after the discovery and actual production of oil'or
gas from 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
datme letion of said dry hole or cessation of production Lessce commences additional drilling or reworking operations thereon, or pays or tenders the next -
annudl 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
compl&ted 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
unti] thesadiration of the primary term; and if Lessee has not resumed production in paying quantities at the expiration of the primary term, Lessee may maintain this
lease by coflducting additional drilling or reworking operations pursuant to Paragraph 13, using the expiration of the primary term as the date of cessation of
proqyeligy Yinder 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
primay tertn hereof, Lessce may resume payment of the annual reatal in the same manner as provided herein on or before the rental paying dat= following the
expiration of sixty (60) days from the datz 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 hercof.

12. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. If, at the expiration of the primary term, neither oil nor gas is being
produced on said land, but Lessee is then engaged in drilling or reworking operations thereon, this lease shall remain in force 5o long as operations on said well or for
drilling or reworking of any additional well are prosecuted in good faith and in-workmanlike manner without interruptions totaling more than sixty (60) days during
any one such operation, and if they result in the production of cil and/or gas, so long 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 royaltics 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 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 2 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 quantitics is located on the leased premises, but oil or gas is not being produced for lack of suitable
production facilities or lack of a suitable market, then Lessee may pay as a shut-in oil or gas royalty an amount equal to double the annual rental provided in the

lease, but not less than $1,200 a year for each well capable of producing oil or gas in paying quantitics.
ameumicthea for the purposes of this paragraph, the delay rental amount shall be one dollar ($1.00) per acre. To be effective, each initial shut-in oil or gas royalty



must be paid on or before: (1) the expiration of the primary term, (2) 60 days after the Lessce ceases to produce oil or gas from the leased premises, or (3) 60 days
after Lessee completes a drilling or reworking operation in accordance with the lease provisions; whichever date is latest. Such payment shall be made one-half (1/2)
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 tg pe
a produzing !sasc and the payinent shali 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 svitable market for the oil or gas cxists, 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. cowﬁusxrogy ROYALTIES. If, during the period the lease is kept in effect by payment of the shut-in oil or gas royalty, oil or gas is sold and
delivered in paying quantities from a well Jocated within one thousand (1,000) feet of the leased premises and completed in the same producing reservoir, or in any
case in which drainage is occurring, the right to continue to maintain the lease by paying the shut-in oil or gas royalty shall cease, but the lease shall remain effective
for the remainder of the year for which the royalty has been paid. The Lessee may maintain the lease for four more successive years by Lessee paying compensatory
royalty at the royalty rate provided in the lease of the market value of production from the well causing the drainage or which is completed in the same producing
reservoir and within one thousand (1,000) feet of the leased premises. The compensatory royalty is to be paid monthly, one-half (1/2) to the Commissioner of the
General Land Office and one-half (1/2) to the owner of the soil, beginning on or before the last day of the month following the month in which the oil or gas is
produced from the well causing the drainage or that is completed in the same producing reservoir and located within one thousand (1,000) feet of the leased premises.
If the compensatory royalty paid in any 12-month period is in an amount less than the annual shut-in oil or gas royalty, Lessee shall pay an amount equal to the :
difference within thirty (30) days from the end of the 12-month pericd. 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 offser .
wells as provided in Texas Natural Resources Code 52.173; howevez, 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 exriration date of the primary or extended term it shall then terminate
as to all of the leased premises, EXCEPT (1) 40 acres surrounding each oil well capable of producing in paying quantities and 320 acres surrounding cach gaswell .
capable of producing in paying quantities (including a shut-in oil or gas well as provided in Paragraph 14 hereof), or a well upon which Lessee is then engaged in
continuous drilling or reworking operations, or (2) the number of acres included in a producing pocled unit pursuant to Texas Natural Resources Code 52.151-
52.153, or (3) such greater or lesser number of acres as may then be allocated for production purposas to a proration unit for each such producing well under the rules
and regulations of the Railroad Commission of Texas, or any successor agency, or other governmental authority having jurisdiction. If at any time after the effective
da® o the partial termination provisions hereof, the applicable field rules are changed or the well or wells located thereon are reclassified so that less acreage is
the®aftér 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
prgéik3®g purposes. Notwithstanding the termination of this lease as to a portion of the lands covered hereby, Lessee shall nevertheless continue to have the right of
ingress totind 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
roadss 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

rerf'-ud dands and for the gathering or transportation of oil, gas and other minerals produced from the retained lands. b

o(B) HORIZONTAL. In the event this lease is in force and effect two (2) years after the expiration date of the primary or extended term it shall further
terf 2 §s 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)
above, unless on or before two (2) years after the primary or extended term Lessee pays an amount equal to one-half (1/2) of the bonus originally paid as
consideratipn for this lease (as specificd 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 #ieg 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

covered by, this lease.
ssnsee

¢ IC) 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 thercof, 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 exccute and record a release or releases containing a satisfactory legal description of the acreage and/or
depths not retained hercunder. The recorded release, or a certified copy of same, shali 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 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 Land Office and such designation shall be binding upon Lesses for all purposes.

?"'5

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. Lessze, 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 lcased premises. In
addition, if oil and/or gas should be producsd in commercial quantities within 1,000 feet of the leased premises, or in any case where the leased premises is being
drained by production of oil or gas, the Lessee, 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 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 Office and with his written approval may the payment of
compensatory royalty under applicable statutory parameters satisfy the obligation to drill an offset well or wells required under this paragraph.

18. FORCE MAJEURE. If, after a good faith effort, Lessee is prevented from complying with any express or implied covenant of this lease, from
conducting drilling operations on the leased premises, or from producing oil or gas from the leased premises by reason of war, rebellion, riots, strikes, acts of God, of
any valid order, rule or regulation of government authority, then while so preventzd, 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 preventzed, by any such cause,
from conducting drilling and rewerking operations or from producing oil or gas from the leased premises. However, nothing in this paragraph shall suspend the
payment of delay rentals in order to maintain this lease in effect during the primary term in the absence of such drilling or reworking operations or production of oil

or gas.



19. WARRANTY CLAUSE. The owner of the soil warrants and agrees to defend title to the leased premises. If the owner of the soil defaults in
payments owed on the Icased premises, then Lessee may redeem the rights of the owner of the 50il in the leased premises by paying any mortgage, taxes or other liens
on the leased premises. 1f Lessee makes payments on behalf of the owner of the soil under this paragraph, Lessee may recover the cost of these payments from the

rental and royalties due the owner of the soil.

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

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

without the prior consent of the owner of the soil.

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

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

o0 24. WELL LOCATION LIMIT. No well shall be drilled nearer than two hundred (200) fest to any house or bamn now on said premises without the
wn‘lgm gorent of the owner of the soil. -
¥

.’ ':.35. POLLUTION. In developing this area, Lessee shall use the highest degree of care and all proper safeguards to prevent pollution. Without limifing the
foregbing, pollution of coastal wetlands, natural waterways, rivers and impounded water shall be prevented by the use of containment facilities sufficient to prevent
spillag?, seepage or ground water contamination. In the event of pollution, Lessee shall use all means at its disposal to recapture all escaped hydrocarbons or cther
poligt? 1gd shall be responsibie for all damage to public and private properties.. Lessee shall build and maintain fences around its slush, sump, and drainagefpits
and t4M*Wacteries so as to protect livestock against loss, damage or injury; and upon completion or abandonment of any well or wells, Lessee shall fill and level all
slusp pjts 34d cellars and completely clean up the drilling site of all rubbish thereon. Lessee shall, while conducting operations on the leased premises, keep said
premies frée 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

conditien and contours as is practicable. Tanks and equipment will be kept painted and presentable. :’ J

2 £
*%***%. REMOVAL OF EQUIPMENT. Subject to limitations in this paragraph, Lessee shall have the right to remove machinery and fixtures placed by
Lessee on tae leased premises, including the right to draw and remove casing, within one hundred twenty (120) days after the expiration or the termination of this
leas® BARESthe owner of the soil grants Lessee an extension of this 120-day period. However, Lesses may not remove casing from any well capable of producing oil
and gas in paying quantities. Additionally, Lessee may not draw and remove casing until after thirty (30) days written notice to the Commissioner of the General
Land Office and to the owner of the soil. The owner of the soil shall become the owner of any machinery, fixtures, or casing which are not timely removed by Lesses

under the terms of this paragraph.

27. (Ay ASSIGNMENTS. Under the conditions contained in this paragraph and Paragraph 29 of this lease, the rights and estates of either party to this
lease may be assigned, in whole or in part, and the provisions of this lease shall extend to and be binding upon their heirs, devisces, legal representatives, successors
and assigns. However, a change or division in ownership of the land, rentals, or royalties will not enlarge the obligations of Lessee, diminish the rights, privileges
and estates of Lessee, impair the effectiveness of any payment made by Lessee or impair the effectiveness of any act performed by Lesses. And no change or
division in ownership of the land, rentals, or royalties shall bind Lessee for any purpose until thirty (30) days after the owner of the soil (or his heirs, devisess, legal
representatives or assigns) furnishes the Lessee with satisfactory written evidence of the change in ownership, including the original recorded muniments of title (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 are timely paid or tendered; however, if the assignor cr assignee does not file a
certified copy of such assignment in the General Land Office before the next rental paying date, the entire lease shall terminate for failure to pay the entire rental due
under Paragraph 3. Every assignee shall succeed to all rights and be subject to all obligations, liabilitics, and penalties owed to the State by the original lessee or any

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

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

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

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

(3) a partership in which the owner of the soil is a partner or is an employee of such n_pa.mc.-ship;
(4) a principal stockhelder or employes of the corporation which is the owner of the soil;
(5) a partner or employee in a partmership which is the owner of the soil;

True and Correct
. copy of
| Nriginal filed in
/  Raeves County
o S Clarka Office

-



(6) a fiduciary for the owner of the soil; including but not limited 1o & guardian, trustee, executor, administralor, receiver, or conservaior 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, hlood, ar adontion.

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

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

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

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

interests.

32. FORFEITURE. IfLessee 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 falsc return or false report conceming production or drilling, or if Lessee shall fail or refuse to drill any offset well or wells in good
faith as required by law and the rules and regulations adopted by the Commissioner of the General Land Office, or if Lesses should fail to file reports in the manr.er
required by law or fail to comply with rules and regulations promulgated by the General Land Office, the School Land Board, or the Railroad Commission, or if
Lessee should refuse the proper authority access to the records pertaining to operations, or if Lesses or an authorized agent should knowingly fail or refuse to give
correct information to the proper 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 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
fodc&mq..md when forfeited the arca shall again be subject to lease under the terms of the Relinquishment Act. However, nothing herein shall be construed as
waivt.ng @ 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 satisfaciory evidence to the Commissioner of the General Land Office of future

comp!@i&:wim the provisions of the law and of this lease and the rules and regulations that may be adopted relative hereto.

® 33, LIEN. In accordance with Texas Natural Resources Code 52.136, the State shall have a first lien upon all oil and gas produced from the area covered
by hA188¢ 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,%f %&dition to the licn provided by Texas Natural Resources Code 52.136 and any other applicable starutory lien, an express contactual lien on and security
integestin al leased minerals in and extracted from the leased premises, all proceeds which may accrue to Lessee from the sale of such leased mincrals, whether such
proceeds ar@ 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 minerals in order to secure the payment of all royalties or other amounts due or 1o become due under this lease and to secure payment of any damages or
loss that Lessor may suffer by reason of Lessee’s breach of any covenant or condition of this lease, whether express or implicd. This lien and security interest may be
fore21§%8 With or without court proceedings in the manner provided in the Title 1, Chapter 9 of the Texas Business and Commerce Code. Lessee agrees that the
Commissioner may require Lessee to execute and record such instuments as may be reasonably necessary to acknowledge, anach or perfect this lien. Lessee hereby
repré&gM8 Bt there are no prior or superior liens arising from and relating to Lessee's activitics upon the above-described property or from Lessee's acquisition of
this lease. Should the Commissioner at any time determine that this representation is not true, then the Commissioner may 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 Yor the exploration, development and production of oil or gas or cither of them upon the same terms as shall be approved by the School Land
Board and the Commissioner of the General Land Office for the pooling or unitizing of the interest of the State under this lease pursuant to Texas Natural Resources
Code 52.151-52.153. The owner of the soil agrees that the inclusion of this provision in this lease satisfies the execution requirements stated in Texas Narural

Resources Code 52.152.

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

CONCURRENT, ACTIVE, OR PASSIVE.



36. ENVIRONMENTAL HAZARDS. Lessee shall use the highest degree of care and all reasonable safeguards to prevent contamination or pollution of
any environmental medium, including soil, surface waters, groundwater, sediments, and surface or subsurface strata, ambient air or any other 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 asbestos
containing materials, explosives, toxic materials, or substances regulated as hazardous wastes, harardous materials, hazardous substances (as the term “Hazardoys
Substince” is defined in the Compreheasive Environmental Response, Compensation and Liability Act (CERCLA), 42 US.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 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 CLAIMS, DAMAGES, JUDGMENTS, PENALTIFS,
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 S}L\LL‘
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 Rzsources Code 52171 through 52.190, commonly known as the
Relinquishment Act, and other applicable stanutes and amendments thereto, and if any provision in this lease does not conform to these statutes, the statutes will
prevail over any nonconforming lease provisions.

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

be the date found on Page 1.

39. LEASE FILING. Pursuant to Chapter 9 of the Texas Business and Commerce Code, this lease must be filed of record in the office of the County
Clerk in any county in which all or any part of the leased premises is located, and certified copies thereof must be filed in the General Land Office. This lease is not
effesfquntil a centified copy of this lease (which is made and certified by the County Clerk from his records) is filed in the General Land Office in accordancs with
Teka®Natral 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
QP &g tytion of this lease. The bonus due the State and the prescribed filing fee shall accompany such certified copy to the General Land Office. .

.: ** See Exhibit "A" A%«i for Additional Provisions
T =
e & =Pl

(L LN ]
. LESSEE
e BY: Clay Johnson
-
. TITLE: .
sssese
il DATE: 42%’};
T seeeee i
. .
STATE OF TEXAS STATE OF TEXAS

J/ BY:_AZMMOAM/@MMM BY:

l%?%ﬂ{ymﬂggﬁm%%ﬁﬁgf ally and as Trustee o%" dgildé’ %‘r’ngslgﬁ‘lrﬁmﬁl?%ugﬁfét and as Trustee
P ¥/

Date: Septembe 100057 ( Dare: Of the Nancy Puff Jones Trust
STATE OF TEXAS STATE OF TEXAS
BY:; BY:

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

Date:

Date:

Keenom é{ﬂ&

Dorothy Jean Hii: SS#
Thomas Hill Puff Trust Tax ID#

Nancy Puff Jones Trust Tax ID¥

True and Correét
TR copy of

| Original filed in

/  Reeves County
- Clerks Office



STATE OF (CORPORATION ACKNOWLEDGMENT)

COUNTY OF

- BEFORE ME, the undersigned autherity, on this day personally appeared .

known to me to be the gcnoa whose name is subscribed to the fnﬁgoing instrument, as of

;ndar.hnowledged to me that he executed the same "
for the purposes and consideration therein expressed, in the capacity stated, and as the sct and deed of said corperation. §

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

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

Given under my hand and seal of office this the day of 2 19
. o0
A Notary Pubilic in and for
LEL L]
L] L]
ae .
STATE oF__TEXAS (INDIVIDUAL ACKNOWLEDGMENT)
L ] '... ®
cotmmmeor__ 1YY ant—
seesee Keenom
L]

.e

Before me, the undersigned aumpﬁ?:, on this day personally appearsd
Trixstee of the Thomas Hill Puff Trust and as ancy ru
known to me to be the persons whose names are subscribed to the foregoing instrument, and acknowledged to me thar they exscuted the same for the purposes and

constdt2dan therein expressed.

L ]
*$°***Given under my hand an s%?‘ﬂw‘fﬁc: thi ay of September 19 98
1 Ser > ' :
! * " MY COMMISSION EXPIRES

otary Publicinand for_the State of Texas

STATE OF W (INDIYIDUAL ACKNOWLEDGMENT)

COUNTY OF W
Before me, the undersigned authority, on this day personally appeared CL ()M —
AN

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

g 0E

?% day of =i
e rorane — 77 Ve~ 77N aifae
L)

Netary Public in and for W&tﬂ

Given under my hand and seal of office this the

SSRGS MONICA MARLOWE |

A% NOTARY PUBLIC
Y /»} State of Texas
Comm. Exp. 10-30-

7

— P

True and Correst
AL copy of )
\; \ Qriginal filed in
Reeves County
Clerks Office




“EXHIBIT A” _ . -~

\ Attached to and made a part of Oil and Gas Lease, ..,onm é
dated August 19, 1998 by and between Dorothy Jean HiH, Individually
and as Trustee of the Thomas Hill Puff Trust and as Trustee of the Nancy Puff Jones Trust,

as the owner of the soil, and Clay Johnson, as Lessee.

|
1. Lessee is granted the right to use existing roads on the leased premises for ingress and egress, and agrees to mamtam 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 ldased
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
g .lgfse is granted, and it shall exercise all rights granted to it herein with due regard for the rights of the owners of the surface.
- o
. 8
64 et is further agreed that Lessee, its successors and assigns, shall not erect any buildings or houses on the leased premises and that
*»e'omly those structures which are reasonably necessary for production facilities or tank batteries shall be erected on the surface of
e the leased premises.
.I.".
7.** Notwithstanding any other provisions of this lease to the contrary, it is expressly understood and agreed that Lessee will not
-:-po;lute 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. ;
§2° essee further agrees to maintain all drill sites and other portions of the surface used or occupied by Lessee, its successors or

vee@sdigns, 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.

CERTIFIED TRUE AND CORRECT COPY CERTIFICATE

STATE OF TEXAS - FILE NO.

COUNTY OF REEVES .

The above and foregoing s a ue and corred{ pﬁ!og §ph ic copy of the
oregma\ ru:ord now-in my Iawtul cuslody and po&sessmn as Ihe same is

True and Correst

OFFI-QIAL Rgé!%ycen m‘éﬁcomsuzslas =3 copy of
: Q }+)  Original filed in

s‘-"’“ o":\‘.\
?/- ¥ Reeves County
SO L PEUS N Clerks Office
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General Land Office
Relinquishmnt Act Lease Form
Revised, September 1997

OIL AND GAS LEASE

THIS AGREEMENT is made and di .uﬁ; 19 4dayof August 19 98 | berw the State T i d :
agent_ KPW Revpcable Trust: MSW-Revocable “Trists and MLH Revocabler Tralpisis

Pl of
250 Baielly Ave., Suite 3U7, Fort Worth, Texas 76107 said ageat
(Give Permanent Address) =
herein referred to as the owner of the scil (whether one or more), and Clay Johnson
203 W, Wall Suite 800 of
Midland., Texas 79701
(Give Permanent Address)

hereinafter called Lessee,

1. GRANTING CLAUSE. For and in censideration of the amounts stated below and of the covenants and agreements to be paid, kept and performed by
Lessee under this lease, the Stat= of Texas acting by and through the owner of the soil, hereby grants, leases and lets unto Lessee, for the sole and only purpcss of
prospecting and drilling for and producing oil and gas, laying pipe lines, building tanks, storing oil and building power stations, telephone lines and other stuctures
thereon, to produce, save, take care of, treat and transport said products of the lease, the following lands situated in County, State
of Texas, to-wit: .
The South 360 acres of Section 34, 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 Stat= of T=xas:__ Two Thousand Sixty-two and 50/100-—————————
Deilars (S 2,062.580 )
SN Toihicovmeroftinseil:.  Two Thousand Sixty=two and 50/100==s=c=e—m—cmc=s=a=o
e Dollas 5___2,062,50 _ _
Tes® Total bonus consideration;_ Four Thousand One Hundred Twenty-five and No/100----
“ Deilars (3 4,125.00 ) :
LR LR J
Th;wa:musCCnSidC!'aﬁonpajdrepmtsabonmof Fifty and ND/IOO ———————————————————————
TreEer Doilars (§ 50.00 3 peracs, o0 _82, 5 netacrss.
L] L] s . - - -
8 2 TERM. Subject to the other provisions in this lease, this lease shall be foratermof __FiVeE (5) years from this date

(herzin callgd “primary term™) and as loag thereafter as cil and gas, or either of them, is produced in paying quantities from said land.
As 88811 bhis lease, the term “"producsd in paying quantities® means that the receipts from the sale or otter antherized commercial use of the substancs(s) coversd
exceed out pf pocket operational expenses for the six months last past.

sennes
. .

3. _ Dc_la)' 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 anniversar date, Lessee shall pay, % directlv 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 delav 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 followine schedule, this lease may be further continue for successive one-
year periods during the primary term of this lease provided that pavment is made on or before the anniversan date ’
Anniversarv Date Delay Rental per Acre
First S 1.00
Second S 1.00
Third $16.67
Fourth $16.67

True and Correct
copy of
Original filed in
Reeves County
Clerks Office
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) 4._ PRODUCTION ROYALTIES. Upen procuction of oil and/or gas, Lesses agrees to pay or cause to be paid onz-half (1/2) of the royalty
tp;'owded 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
< 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 alsg 2 31
condensate, distillats, and other liquid hydrocarbons recovered from oil or gas run through a separztor or other equipment, as hereinafter provided, shall ks .

3/16 part of the gross production or the market value therzof, at the option of the owner of the soil or the Commissioner of the
Ceneral 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 liguid
hydrocarbons, respectively, of a like type and gravity in the general area where produced and when run, or 2) the highest markst prics thereof offered or paid in the
general area where prodaczd and when run, or 3) the gross proceeds of the sale therzof, whichever is the greater. Lesses agre=s that before any gas producsd from the
leased premises is sold, used or processed in a plant, it will be run free of cost to the royalty owners through an adequate oil and gas scparator of conventional type, or
other equipment at least as efficient, so that all liquid hydrocarbons recoverable from the gas by such means will be recoversd. The requiremment that such 235 be run
through a separator or other equipment may be waived in writing by the royalty owners upon such terms and conditions as they prescrite.

(B) NON PROCESSED GAS. Royalty on any gas (including flared gas), which is defined as all hydrocarbons and gaseous substances not defined
as oil in subparagraph (A) above, produced from any well on said l?d except as provided herein with respect to gas processed in a plant for the extraction of
gasoline, liquid hydrocarbens or other products) shall be /16 part of the gross production or the market value thereof, at the option of the
owner of the soil or the Commissioner of the General Land Offics, such value io be based on the highest market price paid or offered for gas of comparable quality in
the general arca where preducsd 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 excs=d 14.65 pounds per square inch absoluts, and the standard basz temperarure shail be sixty (60)
degrees Fahreaheit, correcticn to be made for pressure according to Boyle's Law, and for specific gravity according to tests made by the Balance Mcthod or by the
most approved method of testing being used by the industry at the time of testing.

© PROCESSED GAS. Royalty on any gas processsed 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 optien of the
owner of the soii or the Commissioner of the General Land Offics. All royalties due hersin shall be based cn one hundred percent (100%%) of the total plant
production of residue gas attributable to gas preduced from this lease, and on fifty percent (50%), or that percent accruing to Lasses, 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 Lessce (or its parent, subsidiary or affiliats) owns an interest, then the percentags applicable o liquid hydrocartons shall be fifty percent (50%) or
the highest percant accruing 1o a third party processing gas through such plant under a procsssing agresment negotiated at arm’s length (cr if there is rfo such third
party, the highest percent then being specified in procsssing 2greemants or contracts in the industry), whichever is the greater. The respestive royalties on residue gas
and en liquid hydrccarbons shall be determined by 1) the hig:iest markst prics paid or offered for any gas (or liquid hydrecarbeons) of comparable quality in the
general area, or 2) the gross price paid or offered for such residue gas (or the weighted averags zross selling prics for the respective grades of liquid hydrocdrbons),
:hiChﬂ'Cf 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

een processed.

e se (D) OTHER PRODUCTS. Royalty on carbon black, sulphur or any other products preducsd or manufactured fom gas exceptng liquid hydrocarbons)
whegr 58id zas be “casinghsad,” *dry,” or any other gas, by fractionating, burning or any other processing shall be /1 part of the
£rosg prqduction of such preducts, or the market value thereof, az the option of the owner of the soii or the Commissicner of the General Land Office, such market
vah:g.:a b4 determined as follows: 1) on the basis of the highest market price of cach product for the same month in which such product is producad, or 2) on the

basis 2:‘ the averags gross sale price of cach product for the same month in which such products are produced; whichever is the greater. '
i

o***% &S, MINIMUM ROYALTY. During any year after the expiration of the primary term of this lease, if this lease is maintained by production, the royaltics
paid WUh8& this lease in no event shall be less than an amount equal to the total annual dzlay rental hersin provided; otherwise, thers shail be due and payable on or
befgirtbe Sast day c Tthe menth succzzding the anniversary date of this lease a sum equal to the total 2nnual rental less the amount of royalties paid during the
- for the purposes of this paragraph, the deluy rental amount shall be one

precding fear. + =
dollar $51.00) per acre.
.
ST % ROYALTY IN KIND. Norwithstanding any other provisia in this lease, at any time or from time to time, the owner of the soil or the Commissioner

of the (.Jsrlu.:ﬂ Land Office may, at the option of either, upon not less than sixty (60) days notice to the helder of the lease, require that the payment of any royalties
acc: U toeuch royalty owner under this lease be made in kind. The ownzr of the s0il's or the Commissicaer of the General Land Ofice’s right to take its royalty in
kind shall not diminish or negate the owner of the soil's or the Commissioner of the General Land OfSice's rights or Lesses's obligations, whether express or implied,

under this lease. -

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

8. PLANT FUEL AND RECYCLED GAS. No royalty shall be payable cn any gas as may represent this lease's proportionate share of any fuclused to
process gas producsd hereunder in any procsssing plant. Nonwithstanding any other provision of this lease, and subject to the written consznt of the owner ol't.hf soil
and thz Commissioner of the General Land Offics, Lesses may recycle gas for gas lift puryeses on the leased premises or for injection inte any oil or gas producing
formation underlying the leased premises after the liquid hydrocarbons contained in the gas have bezn removed; no royalties shall be payable on the rscycled 235
until it is produced and sold or used by L=sse= in a manner which eatitles the royalty owners to a royalty under this lease.

9. ROYALTY PAYMENTS AND REPCRTS. All rovalties not taken in kind shall ke »aid to the Commissioner of the Genera! Land Officz at Austin,
Texas, in the following manner:

Payment of rovalty on production of oil and gas shall be as provided in the rules set forth in the Texas Register. Rules currently provide that royalty on oil is due
and must be receivad in the General Land Cffics on or befors the Sth day of the second menth siccz=2ing the month of producticn, and royalty on gas is due 3‘“.1
must be received in the General Land Offics on or befors the 15th day of the sezond month succezding the month of production, accompanied by the affidavit 025
owncr, manager or other authorized agent, completed in the form and manner prescribed by the General Land Office and showing the zress amount and d;spgsmc-’l ot
all oil and gas produced and the market value of the oil and gas, tegzther with a copy of all documents, rzcords or reports confimming the zross production. g

e

position



and market value including gas meter readings, pipeline receipts, gas line receipts and other checks or memoranda of amount produced and put into pip:“_m:s‘

or pools and gas lines or gas storage, and any other reports or records which the General Land Office may require to verify the gross production, disposition ang
market value. In all cases the authority of a manager or agent to act for the Lessee herein must be filed in the General Land Office. Each royalty payment shall be
accompanied by a check stub, schedule, summary cr other remittance advice showing by the assigned General Land Office lease number the amount of royalty be;
paid on each lease. If Lesses 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 i
325.00, whichever is greater. A royalty payment which is over thirty (30) days latz shall accrue a penalty of 10% of the royalty due or 525.00 whichever is greater
In addition to a penalty, royalties shall accrue interest at a rate of 12% per year; such interest will begin accruing when the royalty is sixty (60) days overdye. E
Affidavits and supporting documents which are not filed when due shall incur a pealty in an amount set by the General Land Offics adminiszative rule which is
cffective on the date when the affidavits or supporting documents were duc. The Lesses shall bear all responsibility for paying or causing royalties to be paid as
prescribed by the due date provided herein. Payment of the delinquency penalty shall in no way operate to prohibit the State’s right of forfeiture as provided by law
nor act to postpone the date on which royalties were originally due. The above penalty provisions shall not apply in cases of title disputz s to the State’s portiog of
the royalty or to that porthhn of the royalty in dispute a3 to fair market value. . :

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lesses shall annually fumish the Commissioner of the General Land Offica with
its best possible estimate of oil and gas reserves undertying this lease cr allocable to this lease and shall fumish said Commissioner with copies of all contracts under
which gas is sold or processed and all subsequent agresmers and ameadments 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 beld in confidence by the General Land Office unless
otherwisc authorized by Lessee. All other contracss and records pertaining to the production, transportation, sale and marketing of the oil and gas produced on sajd
premises, including the books and accounts, receipts and discharges of all weils, tanks, pools, meters, and pipelines shall at all times be subjest to inspection and
examination by the Commissicner of the General Land Offics, the Attomey Geaeral, the Governor, or the representative of any of them.

(B) PERMITS, DRILLING RECORDS. Written nctics of all operations oa this lease shall be submitted 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 submined 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 weils, tank baneries or other associated improvemesnts to the land must also inciuds 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 Offics, in additicn to those herein expressly provided for. Lesses shall have an electrical and/or radicactivity survey made on the 14
bore-hcle section, from the base of the surface casing to the total depth of well, of ail 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 Orfice within fiftecn (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 Geasral Land Office when
due. The penalty for late filing shall be set by the General Land Offics administrative rule which is cffective on the datz when the materials were due in the Geaeral
Land Officz. & %5

11. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, during the primary term hereof and prior to discovery and production
of.oil‘af'gps on said land, Lessee should drill a dry hole or holes thereon, or if during the primary term hercof and after the discovery and actual production of oil or
gas«drome the leased premises such preducticn thereof should cease from any cause, this lease shall not terminate if on or beZore the expiration of sixty (60) days:from
dateafaompletion of said dry hole or cessation of production Lesses commencss additional drilling or reworking operaticns thereon, or-pays or tenders the next
an?lu#'dc‘ay rental in the same manner as provided in this lease. If, during the last year of the primary term or within sixty (60) days prior thersto, a dry hole be
compjeted and abandoned, or the preduction of oil or gas should czase for any cause, Lessee's rights shall remain in full forcs and effect withcut further operations:
untif thg ¢xpiration of the primary term; and if Lessee has not resumed producticn in paying quantities at the expiration of the primary term, L<zses may maintain this
lea8g by g8nducting additional drilling or reworking operations pursuant to Paragraph 13, using the expiration of the primary term as the date ¢/ cessation of *
production, under Paragraph 13. Should the first well or any subsequent we!l drilled on the-above described land be completed as a shut-in oil or gas well within the
prismep £gm hereof, Lessee may resume payment of the annual reatal in the same manaer as provided herein on or before the rental paying date following the
cxpira.tion of sixty (60) days from the date of completicn of such shut-in cil 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

accafmn: with the shut-in provisions hereof.

esesed2 DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. If, at the cxpiration of the primary term, neither oil nor gas is being
prod@ced ¢h said land, but Lesses is then engaged in drilling or reworking operations thereon, this lease shall remain in fores so long as operations on said well or for
drilling or reworking of any additicnal well are prosecuted in good faith and in-worikomanlike manner without interruptions totaling more than sixty (60) days during
any one such cpefation, and if they result in the production of oil and/or gas, so long thereafler as oil and/or gas is producsd in paying quantities from said land, or

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

13. CESSATION, DRILLING, AND REWORKING. If, after the expiration of the primary term, production of cil or gas from the Jeased premises, allsr
oncs obtained, should czase from any cause. this lease shall not terminatz if Lesses commences additional drilling or rewerking 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
cffect for so long as oil or gas is produced from the leased premises in paying quantitics or payment of shut-in oil or gas well royalties or payment of compensatory
royalties is made as provided herein or as provided by law. If the drilling or reworking operations result in the completion of a well as a dry hole, the leass will not
terminate if the Lesses commences additional drilling or reworking operaticns within sixty (60) days after the completion of the well as a dry hole, and this lease
shall remain in effect 50 long as Lesses continues drilling or reworking operations in geod faith and in a workmanlike manner without interruptions totaling mere
than sixty (60) days. Lessee shall give written notics to the General Land Offics within thirty (30) days of any cessation of producticn.

14. SHUT-IN ROYALTIES. For purposes of this paragraph, "well® means any well that has bezn assigned a well number by the state agency 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.
foree and effect, a well capable of producing oil or gas in paying quantities is located on the leased premises, but oil or gas is not being produced for lack of suitable
production facilities or lack of a suitable markst, then Lessee may pay as a shut-in 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 preducing oil or gas in paying quantities, - = :

Ssmounl-thks for the purposes of this paragraph, the delay reatal amount shall be one dollar (S1.00) per acre. To

= 1Y ~

T e oL =Y i
. « v . . . ” v
be effective, each initial chut-in oil or gas royal;
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must be paid on or before: (1) the expiration of the primary term, (2) 60 days after the Lesses ceases to producs oil or gas from the Izased premises, or (3) 60 days
after Lessee completes a drilling or reworking operation in accordance with the lease provisions; whichever date is latest. Such payment shall be made one-half (12
to the Commissioner of the General Land Office and one-half (1/2) to the owner of the soil. If the shut-in oil or gas royalty is paid, the lease shall be considered 1o 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 month
following the month in which production ceased, and, after that, if no suitable production facilitics or suitable market for the oil or gas cxists, Lessee may extens ":: :
lease for four more successive periods of one (1) year by paying the same amount cach year on or before the expiration of each shut-in year. s

15. COMPENSATORY ROYALTIES. If, during the period the lease is kept in effect by payment of the shut-in oil or gas royalty, oil or gas is sold and )
delivered in paying quantities from a well Jocated within one thousand (1,000) feet of the leased premises and completed in the same producing reservoir, or in any
case in which drainage is occurring, the right to continue to maintain the lease by paying the shut-in oil or gas royalty shall cease, but the lease shall remain efectiye
for the remainder of lhe year for which the royalty bas been paid. The Lesses may maintain the lease for four more sucsessive years by Lesses paying compensatory
royalty at the royalty rate provided in the lease of the market value of production from the well causing the drainage or which is completed in the same producing
reservoir and within one thousand (1,000) fest of the leased premises. The compensatory royalty is to be paid monthly, one-half (1/2) to the Commissioner of the
General Land Office and one-half (1/2) to the owner of the soil, beginning on or before the last day of the month following the month in which the oil or zas is
produced from the well causing the drainage or that is complezzd in the same producing reservoir and locaied within ooe thousand (1,000) feet of the leased premises.
If the compensatory royalty paid in any 12-month peried is in an amount less than the annual shut-in oil or gas royalty, Lesses shall pay an amount equal to the
difference withia thirty (30) days from the end of the 12-month pesicd. Compensatory royalty payments which are not timely paid will accrue penalty and interest i
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 offser .
wells as provided in Texas Natural Resources Code 52.173; however, at the determination of the Commissioner, and with the Commissicner’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 diligencs 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 forcs and effect two (2) years after the exriration 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 Lesses is thea engaged in
continuous drilling or reworking operations, or (2) the number of acres included in a producing pocled unit pursuant 1o Texas Natural Resources Code  52.151-
52.153, or (3) such greater or lesser number of acres as may then be allecated 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
datz of the partial termination provisions bereof, the applicable ficld rules are changed or the well or wells located thereon are reclassified so that less acreage is
ther=after allocated to said well or wells for producticn purposes, this leasz shall thercupon terminatz as to all acreage not thereafter allocated to said well or wells for
production purposes. Notwithstanding the termination of this lease as to a portion of the lands covered hereby, Lesses shall nevertheless continue to have the right of -
ingress to and egress from the lands still subject o 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 retined lands®), for access to and from the
retained lands and for the gathering or transportation of oil, gas and other minerais sroducsd from the retained lands. P y

. o0

- Ld -
“elen (B) HORIZONTAL. In the event this lease is in force and effect two (2) years after the expiration dats of the primary or extended term it shall further
teanminats as o all depths below 100 fest below the total depth drilled (hereinafler "desper depths”) in cach well located on acrrage retained in Paragraph 16 (A)...
atewe, ®nless on or befors two (2) years after the primary or exteaded term Lesses pays an amount squal 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 desper depths, and said
terginasion shall be delayed for an additional period of two (2) yeurs and so long thereafter as oil or gas is produced in paying quantities fom such desper depths

ey this lease. .
.

ese**2 (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 herzin, Lesses shall exscute and record a release or rzleases corntaining a satisfactory legal description of the acreage and/or
depws weretained hereunder. The recorded release, or a centified copy of same, shall be filed in the General Land Offics, accompanied by the fiing fes prescribed
by fle General Land Officz rules in effect on the date the release is filed. If Lasses fails or refisses to exscute and record such release or releases within ninety (90)
dam‘cing 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
deptts 1o Be released hereunder and record such instrument at Lessee's expensc in the county or counties where the lease is located and in the official records of the

General Land Offics and such designation shall be binding upen Lesses for all purposes.

17. OFFSET WELLS. Neither the bonus. delay rentals, nor royalties paid, or to be paid, under this lease shall relieve Lesse= of his obligation o protect
the oil and gas under the above-described land from being drained. Lesses, sublesses, receiver or other agent in control of the leased premises shall drill as many
wells as the facts may justify and shall use appropriate means and drill 1o a depth necessary 10 prevent undue drainage of oil and gas from the leased premises. In
addition, if oil and/or gas should be producsd in commercial quantities within 1,000 feet of the leased premises, or in any case where the leased premises is being
drained by production of il or gas, the Lessee, sublessce, 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 well or wells completed within 1,000 fect of the leased premises start producing
in commercial quantities and shall prosecute such drilling with diligeacs. Failure to satisfy the starutory offset obligation may subject this lease and the owner of the
s0il's agency rights to forfeiturs. Cnly upon the determinaticn of the Commissioner of the General Land Office and with his written approval may the payment of

compensatory royaity under applicable statutory parameters satisfy the obligation to drill an offset well or wells required under this paragraph.

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

or gas.
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19. WARRANTY CLAUSE. The owner of the soil ‘warrants and agrees to defend title to the leased premises. If the owner of the soil defaults in
payments owed on the Icased premises, then Lessee may redeem the rights of the owner of the soil in the leased premises by paying any mortgage, taxes or other [j
on the leased premises. 1f Lessee makes paymsants on bebalf of the cwner of the soil under this paragraph, Lesses may recover the cost of these payments from mm
rental and royalties due the owner of the soil. ‘

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soil owns Jess than the entire undivided surface estate in the aboye
described land, whether or not Lessee's interest is specified herein, then the royalties and rental hersin 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 1o be paid to the Commissicner of the
General Land Office of the State of Texas shall be likewise proporticnately reducsd. However, before Lessee adjusts the royalty or reatal due to the Commissioner of
the General Land Offics, Lessee or his autherized representative must submit to the Commissioner of the General Land Office a written statsment which explains the
discrepancy betwesn the\interest purportedly leased under this leasz 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 preduction allocable to any undivided interest not coverzd by a lease, less the proportionate development and production
cost allocable to such undivided interest. However, in no event shall the Commissicner of the General Land Office reccive as a royalty on the gross production
allocable to the undivided interest not leased an amount less than the value of one-sixtzenth (1/16) of such gross. production.

(B) REDUCTION OF PAYMENTS. If, during the primary tzrm, a portion of the land covered by this lease is included within the boundaries
of a pooled unit that has besn approved by the School Land Board and the owner of the soil ih accordance with Namural Resources Code Sections 52.151-52.154, or
if, at any time after the expiration of the primary term or the extended term, this lease covers a lesser number of acres than the total amount described herein,
paymeats that are made on a per acre basis hersunder shall be reduced according to the number of acres pooled, released, surrendersd, or otherwise severed, so thar
payments determined on a per acte basis under the terms of this lease during the primary term shall be calculated based upon the number of acTes outside the,
boundaries of a pooled unit, or, if after the expiration of the primary term, the number of acres actually retained and coversd 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. Lessee shail pay the owner of the soil for damages caused by its operations to all personal property, improvements,
livestock and crops en said land.

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

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

i
25. POLLUTION. In develcping this area, L=ssee shall use the highest degree of cars and all proper safeguards to prevent pollution. Without limiting the

foregoing, polluticn of coastal wetlands, narural waterways, rivers and impounded water shail be prevented by the use of containment facilities sufficient to prevent
spillage, sezpage or ground watsr contamination. In the event of pollution, Lessce shall use all means at its disposal to recapturs all escaped hydrocarbens or other
pollgtagg and shall be responsibic for all damage to public and private properties. Lesses shall build and maintain fencss around its slush, sump, and drainage pits
an® teic Maaeries so as to protect livestock against loss, damage or injury; and upon completion cor abandonmeat of any well or wells, Lessez shall fill and level all
slush pits and czllars and completely clean up the drilling site of all rubbish thereon. Lesses shall, while conducting operations on the leased premises, ?c.-.‘zp said
prarnises Rce of all rubbish, cans, bottles, paper cups or garbage, and upen completion of operations shall restere the surface of the land to as near its original
conaigon and contours as is practicable. Tanks and equipment will be kept painted and presentable. ]

«***°*26. REMOVAL OF EQUIPMENT. Subject to limitations in this paragraph, Lessee shall have the right to remove machinery and fixtures placed by
Less®2 88 the leased premises, including the right to draw and remove casing, within one kundred twenty (120) days after the expiratica or the termination ofu_u.s )
leage unlesd the owner of the soil grants Lessee an extension of this 120-day peried. However, Lesses may not remove casing from amy well capable of producing oil
and gas in Paying quantities. Additionally, Lessez may nct draw and remove casing until after thirty (30) days writen notics to the Commissioncr 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

undf.; L.hs.lgrms of this paragraph.
. .

37. (A) ASSIGNMENTS. Under the conditions contained in this paragraph and Paragraph 29 of this lease, the rights and estates of either party to this
leas® 3% assigned, in whole or in part, and the provisicns of this lease shall extend 10 and be binding upon their heirs, devisces, legal represeniatives, successors
and assigns. However, a change or division in ownership of the land, rentals, or royalties will nct enlarge the obligations of Lesses, diminish the rights, privileges
and estates of Lessee, impair the effectiveness of any payment made by Lasses or impair the effectiveness of any act performed by Lesses. Andno c.Hang,c ar
divisicn in ownership of the land, rentals, or royalties shall bind Lesses for any purpose until thirty (30) days after the owner of the scil (or his heirs, devisess, legal
representtives or assigns) furnishes the Lesses with satisfactory written evidencs of the change in ownership, including the original reccrded muniments DfUUC (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, relicve and discharge Lesses of all subsequent obligations under this lease. If this lease is assigned in its entirety as to only part of the acreage, ﬂ’}= right 3-"{
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 sharz 0
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 assignes d_cm not file a
cariified copy of such assignment in the General Land Offics before the next rental paying date, the entire lease shall terminate for failure to pay Lhc'ennr: rental due
under Paragraph 3. Every assignee shall succeed to all rights and be subject to all obligations, liabilities, and penalties owed to the Stats by the original lessee or any

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

(B) ASSIGNMENT LIMITATION. Notwithstanding any provision in Paragragh 27(a), if the owner of the soil acquires this leasc in whole or in pat by
assignment without the prior written approval of the Commissioner of the General Land Office, this lease is void as of the time of assignment and the agency power
of the owner may be forfeited by the Commissioner. An assignment will be treatzd as if it were mads 0 the owner of the soil if the assignes is:

(1) a nomines of the owner of the soil; . -y . ) “diary:
(2) a corporation or subsidiary in which the owner of the soil isa principal stockholder or is an employes of such a cerporation or subsidiarfs

(3) a parmership in which the owner of the soil is a parmer oris an employes of such a_parmc:ship;
(4) aprincipal stockholder or employe= of the corporation which is th owner of the soil;
(5) a partner or employee in a parmership which is the owner of the soil;
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(6) a fiduciary for the owner of the soil; including but act limited to a guardian, trustes, exccutor, administrator, recsiver, of conservator for th

owner of the soil; or d

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

23. RELEASES. Under the conditions contained in this paragraph and Paragraph 29, Lessce may at any time exccute and deliver to the owner of the soil

and place of record a releass or releases covering any portion or portions of the leased premises, and thereby surrender this lease as to such porticn or portions, and be
relicved of all subsequent obligations as to acreage surrendered. If any part of this lease is properiy surcodered, 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 surreader; however, such release will
not relieve Lessee of any liabilities which may have accrued under this lease prior to the surrender of such acreage. .

29. FILIN'G 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 reccrded 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 executica 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 Jease of the above-described land have been included in this instrument, including the
statement of the true consideraticn to be paid for the execution of this lease and the rights and duties of the parties. Any collateral agreements conceming the
development of oil and gas from the leased premises which are not contained in this lease render this lease 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 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
=nt should knowingly make any false return or false report conceming production or drilling, or if Lessee shall fail or refuse to drill any offset well or wells in good

faith as required by law and the rules and regzulations adopted by the Commissicner of the General Land Offics, or if Lesses should fail w file reports in the manr.er
required by law or fail to comply with rules and regulaticns promulgated by the General Land Office, the School Land Beard, or the Railroad Commissicn, or if
Lessee should refuse the proper authority access to the records pertaining 1o operations, or if Lesses or an authorizad agent should knowingly fail or refuse to give
correct information to the proper authority, or knowingly fail or refuse to fumnish the General Land Offics a correct log of any well, or if Lessee shall knowingly
violate any of the material provisions of this lease, or if this lease is assigned and the assignment is nct filed in the General Land Office as required by law, the rights
acquired under this lease shall be subjecs to forfziture 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 Relinguishment 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 32t aside and this
lease and all rights thereunder reinstated before the rights of another intervene upon satisiac:zry evidencs to the Commissioner of the General Land Office of furure
compliance with the provisions of the law and of this lease and the rules and regulations that may be adopted relative hereto.

33. LIEN. In accordance with Texas Natural Resources Code 52.136, the State shall have a first lien upon all oil and gas producsd from the area covered
brethisdease to securs payment of all unpaid royalty and other sums of money that may become due under this lease. By accsptance of this lease, Lesses grants the
Sty? Jjs 3ddition to the liea provided by Texas Natural Resources Code 52.136 and any other applicable starutory lien, an express contactual lien on and security
intgisgtdn all leased minerals in and extracted from the leascd premises, all proceeds which may accrue to Lessee from the sale of such leased minerals, whether such
pmtgeds:tn held by Lessee or by a third party, and all fixtures cn and improvements (o the leased premises used in connection with the production or procsssing of
such Jeased minerals in order to secure the payment of all royalties or other amounts due or 10 become due under this lease and to secure payment of any damages or
loss 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
foacclosed with or without court procsedings in the manner provided in the Title 1, Chapter 9 of the Texas Business and Commercs Code. Lesses agress that the
CorhhlsSioner may require Lessee to execute and record such instuments as may be reasonably necsssary to acknowledge, artach or perfect this lien. Lessee hereby
repmaPcsthat thers are no prior or superior liens arising from and relating to Lessee's activities upoa the above-described property or from Lesses’s acquisition of
this Yease. *Should the Commissioner at any time determine that this representation is not true, then the Commissioner may declare this lease forfeited as provided
hereif.

.
sssene

%4, PCOLING. Lesses is hereby granted the right to peol or unitize the royalty intersst of the owner of the soil under this leasc with any other leaschold
or minegy] {nterest for the exploration, development and production of oil or gas or zither of them upon the same terms as shall be approved by the School Land
Boamd and the Commissioner of the General Land Offics for the pooling or unitizing of the interest of the State under this lease pursuant to Texas Natural Resources
Code 52.151-52.153. The owner of the soil agrees that the inclusicn of this provision in this lease satisfies the execution requircments stated in Texas Natural

Resources Code 52.152.

35. INDEMNITY. Le=ssee hersby 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 naturs, of other
harm, including environmental harm, for which recovery of damages is sought, including, but not limited 1o, all losses and expenses which are caused by the
activities of Lessce, its officers, employees, and agents arising out of, incidental to, or resulting from, the operations of or for 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 Agreement, or by any other negligeat or strictly ”33’.[‘
act or omission of Lesse=. Further, Lesses hereby agrees to be liabie 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 scught, under any theory including tort, contract, er strict liability, including attorneys’ fecs and
other legal expenses, including those relat=d 10 environmental hazards, on the leased premises or in any way related to Lesses's failure to comply with any and all
eavironmental laws; those arising from or in any way related to Lesses"s operations or any other of Lesses's activities on the leased premises; those arising from
Lesses's use of the surfacs of the leased premises; and those that may arise out of or be oceasicned by Lesses"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
succassors and assigns, Each assignee of this Agreement, or an interest therzin, agrees to be liakle for, exonerats, 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 Lesses, its officsr.
employess, and agents as described above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF THE INDEMNITY OBLIGATIONS
ANDICR LIABILITIES ASSUMED UNDER THE TERMS OF THIS AGREEMENT SHALL BE WITHOUT LIMITS AND WITHOUT REGARD TO g
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.



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

37. APPLICABLE LAW. This lease is issued under the provisions of Texas Natural Resources Code 52.171 through 52.190, commonly known as the
Relinquishment Act, and other applicable statutes and amendments thereto, and if any provision in this lease does not conform 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 ng:raph 39 of this lease have been satisfied, the effective date of this lease shall

be the date found on Page 1.

39. LEASE FILING. Pursuant to Chapter 9 of the Texas Business and Commerce Code this lease must be filed of record in the office of the County
Clerk in any county in which all or any part of the leased premises is located, and certified copies thereof must be filed in the General Land Office. This lease is not
cffective until a certified copy of this lease (which is made and centified by the County Clerk ﬁ-or{: his retords) is filed in the General Land Office in accordance with
Texas Natural Resources Code 52.183. Additionally, this lease shall not be binding upon the State urless it recites the actual and true consideration paid or pmmascd
for execution of this lease. The bonus due the State and the prcscnbcd filing fee shall accompa.n-y such ccmﬁed copy to the General Land Office. y

*See attached Exhibit "A" for a rmsnms
SO y\/a /Kﬁ/
ot Clav Johnson

TITLE: 1

.:::.: oate_ /LS 73

STATEOFTEXIAS"; e

BY: y

Individually and as 3 b
5
Date: -

STATE W STATE OF TEXAS
/ M’%/ BY:

Indw:dually and as agent for the State 5f Texas mdxael S. Waltrip, Individually and tate of Texas,

'l‘rust.e? ﬁle MSW Revocable Trust Tax

Date: -23-59 Date:

b X Ll

Halt.rlp, of the
Revocable Trust

Date: [-27~5¢g Tax IIJ"L-——

e True and Cerrest

TN copy of
"\ /¥ Original filed in
&=t/ Resves County
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COUNTY OF m\tdLM
BEFORE ME, the undersigned authority, on this day personally appeared

mdachwledgedmmdmhcexmdhm "

fonhepmposcmdcomda:ﬂoumae!nexpmsed.inmcapruymd.ndsl.hcmmddeedofnldcorpo:m

Given under my hand and seal of office this the 2’5 day of %%

ra
oT

known to me 1o be the person whose name is subscrihed tn the foregning inctrument, ae

-
.......... PP WO ey g

R o MONICA MARLOWE - : v
ﬂi NOTARY PUBLIC Public in and for TL

i‘.‘,’ J31 State of Texas -
STATE OF TEXAS "ﬁ,,mwg} Comm. Exp. 10-30-99 (CRXXAKXRKN ACKNOWLEDGMENT)
L e PRSP S N |
comrvor JARRaNT =™
ferger

L.‘Hanm

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

known to me to be the person whose name is subscribed to the forcgoing instrument, as____Trustee

MLH Revocable Trust __and acknowledged to me that he executed the same
for the purposes and consideration therein expressed, in the ca.pacuym::d. and as the act and deed of said Ginmexress. trust.

Given under my hand and seal of office this the é _5 day ofﬂm& 19_2%

R ﬁor_522ﬂl€_QF_f£zﬁé

f KIMBERLY K. HOWARD
* NOTARY PUBLIC
State of Texas
Comm. Exp, 08-01.2002

(INDIVIDUAL ACKNOWLEDGMENT)

STATEOF LR At
COU'N‘!":'OF TARRANT
= i i Michael S. Waltrip, Trustee of the

‘oo Before me, the undersigned authority, on this day personally appeared
Revocable Trust

knownbme 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

consldesation therein expressed.
. e ?D day of 6€—PTEMB€.Q .19 C’g

s} NOTARY 'pn ol
' BLIC 2
cenved State of Texas : :
: __Comm. Exp. 06.01-2002 Notary Public in and for_OTATE OF TEXAS
STATE OF (INDIVIDUAL ACKNOWLEDGMENT)

COUNTY OF l AWA.NT_

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

Kenneth Waltrip, Trustee of the

le
known to me to be the persons whose names are subscribed to the foregoing instrument, and acknowledged to me that they exccuted the same for the purposes and
consideration therein expressed.
1H g/
Given under my hand and seal of office this the /QH' day of 5€Pf€m 6 Efz 519 Cj‘

Notary Pubhcma.anor 576[6 OF | £XA5

KIMBERLY K. HOWARD
NOTARY PUBLIC
State of Texas
Comm, Exp. 08-01-2002

True and Cerratat

P
/ - \\ copy of

j*]  Original filed in
e~/ Reeves County

- n/- i i~
= 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,
4 as the owner of the soil, and Clay Johnson, as Lessee.

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

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

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

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

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

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

. w8
'h.-N‘otwithstanding any other provisions of this lease to the contrary, it is expressly understood and agreed that Lessee will not
o *spallute 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:.:l:éssee further agrees to maintain all drill sites and other portions of the surface used or occupied by Lessee, its successors or
asglgns free and clear of weeds and noxious vegetation and will maintain the same in a reasonable manner to prevent additional
""d'amaoe to the owner of the soil’s other land and crops.
L
«+ biifon written demand by the owner of the soil, Lessee shall build and maintain fences around its slush, sump and drainage pits
ana tank batteries to protect livestock against loss, damage or injury; and upon completion or abandonment of any well or wells,
---Legsee 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-$hall réstore’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 coaaecr copv csnnr:cmre
STATE OF TEXAS - 30T

COUNTY OF REEVES FILED 1 1 / 5798
The above and foregmng i§ a full, true and correct photographic copy of the
o :gma record now. in my lawtul custoc!y and possessron as the same is

0 BE. RERISJ IN
ﬁgﬂ‘%&eﬁfmm 11/5/98

% DIANNEQ. FLQREZ GOUNTY CLERK
N 0>
" By : 3 $

irginia Palominopgp.ry

True and Correet
copy of
Qriginal filed in
Reeves County
Clerks Office
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TEXAS GENERAL LAND OFFICE

GARRY MAURO
COMMISSIONER

TO: Garry Mauro, Commissioner

Spencer Reid, Senior Deputy Commissioner

FROM: Robert Hatter, Director of Mineral Leasing

Peter Boone, Chief Geologist

RE: Relinquishment Act Lease

Applicant:  Clay Johnson

County: REEVES
Section: 30

Survey: T&PRY CO

Prim. Term: 5 years
Royalty: 3/16

Consideration

Recommended: & ‘

Not Recommended:
Comments:

Lease Form

Recommended: (L)
Not Recommended:

Comments:

Spencer Reid, Senior Deputy

Recommended: 3 K

Not Recommended:

Garry Mauro, Commissioner

Approved:
Not Approved:

‘&

Block: 55

Bonus/Acre
Rental/Acre

wx
M- /000Y

MEMORANDUM

DATE:  09-Sep-98

Base File #: 93424
Abstract: 2444

$50.00
$1.00

Date: 4-16 -98

Date:
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RAL REVIEW SHEET

AHLD — - —
Transaction # _,.2/;{-)5“" Gaologist: L. Collier
Lessor KPW Revocable Trust; MSW Revocable Trust; & MLH Rev | gasg Date: 8/19/98 |
Lessag: Clay Johnson Acres: 165
LEASE DESCRIPTION
County BasaFlleNo Part Sec. Block Twp Survey Abst#
REEVES _ 93424 South 360 acres 30 55 058 T&PRYCO 2444
REEVES — 93423 S—c_’ﬂh_360 acres 34 55 05 T&PRYCO 2443
A
TERMS OFFERED TERMS RECOMMENDED
Primary Term |5 years _ Primary Term 5 years
Bonus/Acre: | $50.00 | Bonus/Acre $50.00
Rental/Acre: ! $1.00 Rental/Acre $1.00
Royalty: e Royaity e
COMPARISONS
MF # Lessea Date Torm  Bonus/Ac.  Rental/Ac.  Royalty  Distance

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

Wednesday, September 09, 1998



W~/ 00RO L

6 L sl



I1TTAN HEDVUURLED, L.F. W

ACQUISITION GRESEINRER OF THE GENERAL LAND OFFICE

PARAGON #299:1.ease Bonus

Checking Lease Bonus

TITAN RESOURCES, L.P.

ACQUISITION CHFRSRYRER OF THE GENERAL LAND OFFICE

PARAGON #299:Lease Bonus

. ee
. .
e oo
% 0%
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Lease Bonus

Wtk

11/2/98
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 34, Block 55, T-5, T&P Ry. Co. Survey,

Reeves County, Texas.

99014071

11/2/98
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 5/360 ac. of

Section 34, Block 55, T-3, T&P Ry. Co. Survey,

Reeves County, Texas.

DRZR06

y \\?,062.50

002806

2.062.50

2,062.50



HTAN HEDUUHRUED, L.F.

- ACQUISITION CRRSEINRER OF THE GENERAL LAND OFFICE 11/3/98 Q 9 g % 29
06573

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
Dorothy Jean Keenom, Individually & as Trustee of the
Thomas Hill Puff Trust & the Nancy Puff Jones Trust,
Lessor, in favor of Clay Johnson, Lessee covering the
S/360 ac. of Section 34, Block 55, T-5, T&P Ry. Co.
Survey, Reeves County, Texas.

99014093

Checking Lease Bonus ( 2,062.50
TITAN RESOURCES, L.P.
ACQUISITIQRHFSSRSAER OF THE GENERAL LAND OFFICE 11/3/98 002829
* JPARMGON #299:Lease Bonus Payment in full of 1/2 Lease Bonus Consideration due 2,062.50
PR the State of Texas for Oil & Gas Lease
w0 dated 08/19/98 from the State of Texas by Agent
. Dorothy Jean Keenom, Individually & as Trustee of the
LTILH Thomas Hill Puff Trust & the Nancy Puff Jones Trust,
sen e Lessor, in favor of Clay Johnson, Lessee covering the
Seenis S/360 ac. of Section 34, Block 55, T-5, T&P Ry. Co.
Gl Survey, Reeves County, Texas.
.
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Checking - Lease Bonus

2,062.50



HITAN HEDVUUHRLED, L.&F.

ACQUISITION RRSEHSRER OF THE GENERAL LAND OFFICE 11/3/98 0 QZ@ 30
PARAGON #299:Lease Bonus Payment in full of 1/2 Lease Bonus Consideration due i
the State.of. Texas for Oil & Gas Lease
dated 08/19/98 from the State of Texas by Agent
Hill Investments, Ltd., Lessor, in favor of Clay Johnson,
Lessee, covering the S/360 ac. of Section 34, Block 53,
T-5, T&P Ry. Co. Survey, Reeves County, Texas.

99@34094

Checking Lease Bonus \< 187.50

TITAN RESOURCES, L.P.

ACQUISITIOMGIFISRYAER OF THE GENERAL LAND OFFICE 11/3/98 002830
* BARAGON #299:Lease Bonus Payment in full of 1/2 Lease Bonus Consideration due 187.50
Jeese. the State of Texas for Oil & Gas Lease

e ® dated 08/19/98 from the State of Texas by Agent
"" Hill Investments, Ltd., Lessor, in favor of Clay Johnson,
l.'"t Lessee, covering the S/360 ac. of Section 34, Block 55,
2 s T-5, T&P Ry. Co. Survey, Reeves County, Texas.
!’.‘-!
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Checking 7 Lease Bonus . 187.50



HTAN HESOUHCES, L.P.

ACQUISTION INRSSISRER OF THE GENERAL LAND OFFICE 11/3/98 Qp g @ 4 3
PARAGON #299:1.case Bonus Payment in full of 1/2 Lease Bonus Consideration due ,500.0
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 34, Block 53,
T-5, T&P Ry. Co. Survey, Reeves County, Texas.

o D 1 Zl 1 O /

Checking Lease Bonus _).‘._4.500.00
TITAN RESOURCES, L.P. 3
ACQUISITIONRFSSISRER OF THE GENERAL LAND OFFICE 11/3/98 00284

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

a2 dated 08/19/98 from the State of Texas by Agent

.. Virginia Glenn Hill Lattimore, James Robert Hill & John A.

F Styrsky. Co-Trustees of the Houston & Emma Hill Trust

i Estate; Virginia Glenn Hill Lattimore, Individually; & James

. Robert Hill, Individually, Lessor, in favor of Clay Johnson,

S dman Lessee, covering the S/360 ac. of Section 34, Block 55,
LLEE T-5, T&P Ry. Co. Survey, Reeves County, Texas.

. : LR ] .:

Checking Lease Bonus : 4,500.00



HTAN HESUUHULES, L.FS

ACQUISITION GHEGKINRIER OF THE GENERAL LAND OFFICE 11/3/98 0 p 2 % 44
' PARAGON #299:Lease Bonus Payment in full of 1/2 Lease Bonus Consideration due 87.5
+ -the State of Texas for Oil & Gas Lease

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

H-S Minerals & Realty, Ltd., Lessor, in favor of Clay

Johnson, Lessee, covering the S/360 ac. of Section

34, Block 55, T-5, T&P Ry. Co. Survey,

Reeves County, Texas.

\ /
Checking Lease Bonus X 187.50
TITAN RESOURCES, L.P.
ACQUISITIQM IS ER OF THE GENERAL LAND OFFICE 11/3/98 002844
PARAGON #299:]_ease Bonus Payment in full of 1/2 Lease Bonus Consideration due 187.50
the State of Texas for Oil & Gas Lease

™ dated 08/19/98 from the State of Texas by Agent
ot 'E- H-S Minerals & Realty, Ltd., Lessor, in favor of Clay
.:;::. Johnson, Lessee, covering the /360 ac. of Section
‘," H 34, Block 55, T-5, T&P Ry. Co. Survey,
W' Reeves County, Texas.
; oYy [
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Texas General Land Office Stephen F. Austin Building

= 1700 North 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-100204
So 360 acres of Sec. 34, 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-100204. 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,
-
~ ~ '
Niws K
Drew Reid

Minerals Leasing
Energy Resources
(512) 475-1534

DR:MT:mrg

Printed on recycled paper with soybean ink
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Lease Number Book/Vol

Page Entry

County / Parish State

TX299-389-278-004-00 596

530 |003063

TX

REEVES

Lease Name: | [Lattimore,etal: State of Texas, acting through Lease Date | 08/19/98
Legal Description
The South 360 acres of Section 34, Block 55, Township 5, T&P Ry. Co. Survey
PROSPECT TX299 - PARAGON INDIAN/ST/FED LSE# M-100204
Account Number Amount

Payee (s)

Stdte. of Texas

Gepgxal Land Office
1778 ¥. Congress Avenue
Austin, TX 78701

59

O

O

Tdtan ReSourdeS (P

—_

71

Cm)(%.oo

/2

/‘_"‘-.
RN « Period Beg. 08/19/2001 - 12 MOS('DELAY RENTA£\>

CHECK #

100586

L L
INSTHUCT®ONS TO DEPOSITORY:
thereof to the parties named and in the amoun

You have been desi

make the deposit to the credit of the party named i

. =

gnated as depository for the ab
ts indicated. Should a

y of

ove described payment.

any nature

Please credit the procee

arise, DO NOT RETURN our

100586
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L?ase Number Book/Vol Page r:}v . 0.: . :': =.:County / Parish State
. o o Tt
TX299-389-278-003-00 596 539003064 * *** *IREEVES T
Lease Name: | Hi1]1 Inv: State of Texas, acting by and through Lease Date [ 08/19/98
Legal Description
The South 360 acres of Section 34, Block 55, Township 5, T&P Ry. Co. Survey
99058022
PROSPECT TX299 - PARAGON INDIAN/ST/FED LSE# M-100204
Payee (s) Account Number Amount
State of Texas 3.75
General Land Office
1700 N. Congress Avenue
Austin, TX 78701
RN - Period Beg. 08/19/1999 DELAY RENTAL CHECK ® 100562

INSTRUCTIONS TO DEPOSITORY: You have been designated as depository for the above described payment.
Should any difficulty of any nature arise,

thereof to the parties named and in the amounts indicated

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.

100562
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Lease Number Book/Vol Page Entry County / Parish State
TX299-389-278-005-00 506 774 1003090 REEVES TX
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 34, Block 55, Township 5, T&P Ry. Co. Survey

93058090

PROSPECT TX299 - PARAGON INDIAN/ST/FED LSE# M-100204

Account Number Amount

C{’OXB.?S

Payee (s)

State of Texas

Ggreral Land Office
120G N. Congress Avenue
Awatin, TX 78701

= N )2

\ CHECK 4 100566

.

) {
RN - Period Beg. 08/19/1999 DELAY RENTAL

INSTROCTIONS TO DEPOSITORY: You have been desigm - or the above described payment. Please credit the proceeds
thergoéeto the parties named and in the amounts indicated. Should any difficulty of any nature arise, DO NOT RETURN our check, but
make.tyg'depOSLC to the credit of the party named in a special account, and advise us as soon as possible for further instructions.

T tan ﬁfﬂ(ﬂﬁ%osé’s{o
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Lease Numbar Book/Vol Page Entry County / Parish State

TX299-389-278-002-00 596 467 |003056 REEVES TX

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

Legal Description

The South 360 acres of Section 34, Block 55, Township 5, T&P Ry. Co. Survey

99058096

PROSPECT TX299 - PARAGON INDIAN/ST/FED LSE# M-100204

Account Number Amount

(2??)@1.25

Payee (s)

State of Texas
General Land Office
1700 N. Congress Avenue

Austin, TX 78701 } ;)(
RN - Period Beg. 08/19/199356EEK§H£ENTAL f} CHECK # 100560
\_______-—___/

INSTRUCTIONS TO DEPOSITORY: You have been designated as depository for the above described payment. Please credit the proceeds

thereof to the parties named and in the amounts indicated. Should any difficulty of any nature arise, DO NOT RETURN our check, but
make the deposit to the credit of the party named in a special account, and advise us as soon as possible for further instructions.
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Lease Number ' Book/Vol Page Entry County / Parish State
TX299-389-278-001-00 596 656 (003077 REEVES i i
Lease Name: | KPW Revocable Trust, et al: State of Texas, acting | Leasepate| 08/19/98

Legal Description

The South 360 acres of Section 34,

PROSPECT TX299 - PARAGON

Block 55,

Township 5,

T&P Ry.

Co

Su

rvey

93058099

INDIAN/ST/FED LSE# M-100204

sses
-... .
P%w?%fl Account Number Amount
-." .
CoC )(4 1.25

State of Texas

Ggmexnal Land Office
1700°*N. Congress Avenue
Austin, TX 78701

.

|2

RN - Period Beg. 08/19/19?g/bELAY RENTAL

J CHECK # 100558

<

INSTRUCTIONS TO DEPOSITORY: You have been designated as depository for the above described payment. Please credit the proceeds

thereof to the parties named and in the amounts
make the deposit to the credit of the party named

indicated Shou

1d

ny

in a spea‘;_\l account,

difficulty of any nature arise,

and advise us as soon

DO NOT RETURN our check,

Totan Resourees Uggees

but

as possible for further instructions.
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Check #101375

Property Id / MMS Eff. Date Recording Information State County/Parish
TX299-389-278-001-00 08/19/1998 | 11/09/98 BK 596 PG 656 ENTRY 003077 TEXAS Reeves
M-100204

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 34, Block 55, Township 5, T&P Ry. Co. Survey

Payee Name & Address

SSN/Tax Id Number

1700 N. Congress Avenue
Austin, TX 78701

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

i

C
N

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
08/2/2000 12 Delay Rental 41.25 0.00
Sene
.Ol...
/o | 0.00] 0.00] [
LR -
LN
L] L
/1] 0.00] 0.00] [
Jof7 ] 0.00 0.00] 5“.]{‘. St
Wiy 1D vU e
7o i | 0.00| 0.00 | |

Instructions to depository: you have been designated as depository for the above described payment(s). Please credit the proceeds thereof to the parties
named and in the amounts indicated. Should any difficulty arise, make the deposit in a special account, and contact us immediaterN 0 1 0 1 3 7 5
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Check #101377

Property Id / MMS Eff. Date

Recording Information

State County/Parish

+ X299-389-278-002-00
M-100204

08/19/1998

11/09/98 BK 596 PG 467 ENTRY 003056

TEXAS Reeves

Property Name / Lessor

Nancy Puff Jones Trust

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

Property Legal Description

The South 360 acres of Section 34, Block 55, Township 5, T&P Ry. Co. Survey

X HL.25

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 76701 Account Number
Total Bank Charges
0.00
Payment Period Payment Amount Bank Service Property Property
DuesBabe | (in months) Description Due Charges Sub-Type Sub-Id
08/19/2680 12 Delay Rental 41.25 0.00
a L .
aeee
(] I [ 0.00] 0.00] [
e e
L] .
/1] | | 0.00 | 0.00 | |
.
. a8
e | [ [ 0.00] 0.00] |
00 51776
/1| | | 0.00| 0.00 | |

Instructions to depository: you have been designated as depository for the above described payment(s). Please credit the proceeds thereof to the parties
named and in the amounts indicated. Should any difficulty arise, make the deposit in a special account, and contact us nmmediatelyN 0 1 0 1 3 7 7
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Check #101379

Property I1d / MMS

Eff. Date

Recording Information

State

County/Parish

TX299-389-278-003-00
M-100204

08/19/1998 | 11/09/98 BK 596 PG 539 ENTRY 003064

TEXAS

Reeves

Property Name / Lessor

State of Texas, acting by and through its agent, Hill Investments, Ltd.

Property Legal Description

The South 360 acres of Section 34, Block 55, Township 5, T&P Ry. Co. Survey

X315

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
DugDate, | (in months) Description Due Charges Sub-Type Sub-Id
08/19/2000 12 Delay Rental 3.75 0.00
.I LR )
| | 0.00] 0.00] |
. @
- L]
T | 0.00] 0.00] |
. A LL]
Yy | | 0.00 | 0.00] |
/1| I 0.00] 0.00 1

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 accmfrp dnd qepfé’ctps‘ m@edmtelN 0 1 0 1 3 7 g
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Check #101381

Property Id /| MMS

Eff. Date

Recording Information

~ State

County/Parish

TX299-389-278-004-00
‘ M-100204

08/19/1998

11/09/98 BK 596 PG 530 ENTRY 003063

TEXAS

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 Housten and
Emma Hill Trust Estate; Virginia Glenn Hill Lattimore, Individually; and James Robert Hill, Individually

Property Legal Description

The South 360 acres of Section 34, Block 55, Township 5, T&P Ry. Co. Survey

Payee Name & Address

SSN/Tax Id Number

1700 N. Congress Avenue
Austin, TX 78701

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

~

o
o\

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 90.00 0.00
aees
Yeese/ | 0.00 | 0.00 | |
L LR
. L]
seee
/| 0.00 | 0.00] |
..'. :
. e
/1] 0.00] 0.00] ]
. r ] [ l:\. ! Liq hr-
. se v o1l
o Yeb® | 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 rmmedaateIN 0 1 0 1 3 8 1
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Check #101383

Austin, TX 78701

M\é

Property Id / MMS Eff. Date Recording Information State County/Parish

. 'TX299-389-278-005-00 08/19/1998 | 11/09/98 BK 596 PG 774 ENTRY 003090 TEXAS Reeves
M-100204
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 34, 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

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 375 0.00
I...-
Teepe, | [ 0.00] 0.00] I
.....
.l...
- | 0.00 | 0.00] [
R e
/1] | 0.00] 0.00] [
-
- - o8
g ] I 0.00] U.DDI f!{}

Wi QLYY

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 immediatehN 0 1 0 1 3 8 3
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Check # 102603

Property Id /| MMS Eff. Date Recording Information State County/Parish
TX299-389-278-002-00 08/19/1998 | 11/09/98 BK 596 PG 467 ENTRY 003056 CT exas Reeves
M-100204 ¥

Property Name / Lessor

Nancy Puff Jones Trust

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

Property Legal Description

The South 360 acres of Section 34, Block 55, Township 5, T&P Ry. Co. Survey

Payae Name & Address

SSN/Tax Id Number

1700 N. Congress Avenue
Austin, TX 78701

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

pwre, fospurees LE

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
08/19/2001 12 DELAY RENTAL 687.64 0.00
4 1 | 0.00 | 0.00 | | ™ |
L L]
j & *
11| I L/ | 0.00 | 0.00 | |
N1NnAQc ih s
11| I I 0.00 | 0.00 bianade sl 5" R .
X /ﬂgfl % ®engy
7 | [ 0.00] 0.00] TN - .

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 immediatN 0 1 0 2 8 0 3
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Date Filed: 7 / é/ J 0 /

Dav\%&u;st. Commissioner
By f




Check # 102605

Property Id / MMS Eff. Date Recording Information State County/Parish
TX299-389-278-003-00 08/19/1998 | 11/09/98 BK 596 PG 539 ENTRY 003064 Texas Reeves
M-100204
Property Name / Lessor
State of Texas, acting by and through its agent, Hill Investments, Ltd.
Property Legal Description
The South 360 acres of Section 34, 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
1709 N. Congress Avenue Federal Tax Withheld
Austin, TX 78701 0.00
p Q@S M C,ﬁ,g [/p Account Number
(’[/re/ Total Bank Charges
0.00
Payment Period Payment Amount Bank Service Property Property
Due Date | (in months) Description Due Charges Sub-Type Sub-Id
08/19/2001 12 DELAY RENTAL 62.52 0.00
{
[/ ] | 0.00] 0.00] [ -
T aee
L
LA
/1] [ 0.00 | 0.00] AR . 3
2aan®
/] ] | 0.00 | 0.00 | - Yes® &
.
Lol D »un.
id ] 1 0.00] 0.00] i MTIT

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 immediatN 0 1 0 2 8 D 5
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By

David%st Commlssioner
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Check # 102607

Property Id /| MMS Eff. Date Recording Information State County/Parish
TX299-389-278-004-00 08/19/1998 | 11/09/98 BK 596 PG 530 ENTRY 003063 Texas Reeves
M-100204

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 34, 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
1700 N. Congress Avenue Federal Tax Withheld
Austin, ™ 78701 0.00
Account Number
)0(14/6/ & SOUSCLS [— / Total Bank Charges
0.00
Payment Period Payment Amount Bank Service Property Property
Due Date | (in months) Description Due Charges Sub-Type Sub-Id
08/19/2001 12 DELAY RENTAL 1500.30 0.00
/1] I I 0.00 | 0.00f J ™ /|
/ 0’- | ees o
L
LE]
/1] I I 0.00] 0.00] ] .
/]| [ | 0.00] 0.00] ™

l
(1| [ [ 0.00] 0.0 A/ 2 = QO' :5 .

i e N &
U-LU43544 . .

cssene
.

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 immediatw 0 1 0 2 6 O 7
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Date Filed: ?/6 /?/

DavidDgwhurst, Commissloner

By
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Check # 102609

Property Id / MMS Eff. Date Recording Information State County/Parish
TX299-389-278-005-00 08/19/1998 | 11/09/98 BK 596 PG 774 ENTRY 0030908°% e o o Telas Reeves
. . LR ] L Ll
M-100204 . . e oo o
. . @ L N -
M . e ese

- 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 34, 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
1700 N. Congress Avenue ’3 l ) Federal Tax Withheld
Austin, TX 78701 % ot 2.00
F z % (-0 Q 69' Account Number
?LA (‘e 4 b{((\g g Lf J Total Bank Charges
0.00
Payment Period Payment Amount Bank Service Property Property
Due Date | (in months) Description Due Charges Sub-Type Sub-Id
08/19/2001 12 DELAY RENTAL 62.52 0.00
/] ] | | 0.00 | 0.00 ] |
/1] | [ 0.00] 0.00] |
/1] | | 0.00 | 0.00 | [

0104%534

/1] | [ 0.00] 0.00]

Instructions to depository: you have been designated as depository for the above described payment(s). Please credit the proceeds thereof to the parties
named and in the amounts indicated. Should any difficulty arise, make the deposit in a special account, and contact us immediatw 0 1 0 2 6 O g
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File No. MF/ 00305{

NI TP

Date Filed: Z_/é/ 4 /
Da%\_vnu rst, Commissioner
By : '




Check #102601

Property Id / MMS

Eff. Date

Recording Information

State

County/Parish

TX299-389-278-001-00
M-100204

08/19/1998 | 11/09/98 BK 596 PG 656 ENTRY 003077

Texas

Reeves

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 34, Block 55, Township 5, T&P Ry. Co. Survey

Oure. Pesources LV

Payee Name & Address

SSN/Tax Id Number

1700 N. Congress Avenue
Austin, TX 78701

State of Texas, acting by and through the Commissioner of the Genera! Land Office

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
08/19/2001 12 DELAY RENTAL 687.64 0.00
[/ ] | 0.00] 0.00 1% 4
(=
h 1 -
[ ] | 0.00] 0.00 ] ViU44Ep >
I
77 ] I 0.00] 0.00] 1 N
L]
y I N / L./ sese
1] [ 0.00 | 0.00] Y Ial¥ 1. W ¥ Tesee
ry = o

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 immediatw 0 1 O 2 8 D 1
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FifeNo./)?P/ 0[01017!

A <)

Date Filed: '7/&/0[/

ri%?{l}e\.-.fhur:st, Comimissioner

By



Check #9901513 vea
Property Id /| MMS Eff. Date Recording Information o

* state,*. o County/Parish
TX299-389-278-005-00 | 08/19/1998 | 11/09/98 BK 596 PG 774 ENTRY 003090 . ¢ Jexas § d Reeves
M-100204 L5

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 34, Block 55, Township 5, T&P Ry. Co. Survey

N

pe

0204231b

Payee Name & Address SSN/Tax Id Number
State of Texas, acting by and through the Commissioner of the General Land Office
1700 N. Congress Avenue Federal Tax Withheld
Austin, TX 78701 0.00
g Z j Account Number
jj ' Total Bank Charges
0.00
Payment Period Payment Amount Bank Service Property Property
Due Date | (in months) Description Due Charges Sub-Type Sub-Id
08/19/2002 12 DELAY RENTAL 62.52 0.00
/1| L | 0.00] 0.00] |
.J
A Tl | 0.00] 0.00] [ A\
il 1 n2’
| =l I 0.00] 0.00] [/ ]Ly“/)
al = [
T lec o] l 0.00] 0.00] l

Instructions to depository: you have been designated as depository for the above described payment(s). Please credit the proceeds thergof to parfies
named and in the amounts indicated. Should any difficulty arise, make the deposit in a special account, and contact us immediately. gog Fl gll 3



FrIeNo /779‘7//27)420 (;[
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NS A N

A

Date Filed: ‘{/ a

d
David @L@C}nmlssloner
By




Check #9901511
(—

— — LXTY
Property Id / MMS Eff. Date Recording Inhformatiope " State County/Parish
TX299-389-278-004-00 08/19/1998 | 11/09/98 BK 596 PG 530:'ENTRY 0030&3‘: s g2 ': Texas
i M-100204 . :.: .

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 34, Block 55, Township 5, T&P Ry. Co. Survey

s Ry’
02042293
Payee Name & Address SSN/Tax Id Number
State of Texas, acting by and through the Commissioner of the General Land Office
1700 N. Congress Avenue Federal Tax Withheld
Austin, TX 78701 0.00
/ Z J 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
08/19/2002 12 DELAY RENTAL 1500.30 0.00
/1] I I 0.00] 0.00 | I
{1 1 o | | 0.00 | 0.00 | [ 3
& )
: ) N /fﬂf’w s
[ b = P I 0.00 | 0.00] I \/ IbVM
- A
/1Y I I 0.00 0.00 I
Instructions tb depositery: you have been designated as depository for the above described payment(s). Please credit the proceeds th
named and in the amounts indicated. Should any difficulty arise, make the deposit in a special account, and contact us immediately.

J9U1I8T1



l

l

[

Check #9901505 )
Property Id / MMS Eff. Date Recording Information State County/Parish
TX299:389-278-001-00 | 08/19/1998 | 11/09/98 BK 596 PG 656 ENTRY 003077 + Texas , ¢ & o Reaves
M-100204 3 F AT
. LE 1™
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 34, Block 55, Township 5, T&P Ry. Co. Survey
QZUAZKSB
Payee Name & Address SSN/Tax Id Number
State of Texas, acting by and through the Commissioner of the General Land Office
1700 N. Congress Avenue Federal Tax Withheld
Austin, TX 78701 0.00
i l 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
08/19/2002 12 DELAY RENTAL 687.64 0.00
[/ ] 0.00 ] 0.00] [
- g
/1 r [ 0.00] 0.00 [PRZ|
. v
- _ / o n
o o= & 0.00] 0.00] L T %
- TANLYA
¥l AR I [ 0.00] 0.00]
Instructions to depository: you have been designated as depository for the above described payment(s). Please credit the proceeds the to the parties
named and in the amounts indicated. Should any difficulty arise, make the deposit in a special account, and contact us immediately. §0 O j_ 0 5



Check #9901509

Property Id / MMS Eff. Date Recording Information State County/Parish
TX299-38%-278-003-00 08/19/1998 | 11/09/98 BK 596 PG 539 ENTRY 003064 s akexas % ok Reeves
" M-100204 > . o . : s P
: * . b i L) g : L] ]

Property Name / Lessor

State of Texas, acting by and through its agent, Hill Investments, Ltd.

Property Legal Description

The South 360 acres of Section 34, 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
1700 N. Congress Avenue Federal Tax Withheld
Austin, TX 78701 0.00

{
'31 9 \ Account Number
"L

Total Bank Charges

0.00
Payment Period Payment Amount Bank Service Property Property
Due Date | (in months) Description Due Charges Sub-Type Sub-Id
08/19/2002 12 DELAY RENTAL 62.52 0.00
/1] | [ 0.00] 0.00] [
71 & 1 | 0.00] 0.00] |
ol ; an
7 o = R | 0.00] 0.00] | — 3 ”,
Ji Y I [ 0.00] 0.00] T 7

Instructions to depesitory: you have been designated as depository for the above described payment(s). Please credit the proceeds th ta th jes
named and in the amounts indicated. Should any difficulty arise, make the deposit in a special account, and contact us immediately. P§ b ]e_% 9
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Check #9901507

Property Id /| MMS Eff. Date Recording Information e ., State County/Parish
TX299-389-278-502-00 08/19/1998 | 11/09/98 BK 596 PG 467 ENTRY 003056 P Yo 'Tgxgs': P Reeves
M-100204 . $3 Fs .

Property Name / Lessor

Nancy Puff Jones Trust

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

Property Legal Description

The South 360 acres of Section 34, Block 55, Township 5, T&P Ry. Co. Survey

02042282

ks

Payee Name & Address SSN/Tax Id Number
State of Texas, acting by and through the Commissioner of the General Land Office
1700 N. Congress Avenue Federal Tax Withheld
AUStin, TX 78701 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
08/19/2002 122 DELAY RENTAL 687.64 0.00
E | - | 0.00 | 0.00] |
. ._. {
Tl N} = | 0.00] 0.00] | & 11
= 1 #4 01
rr | | 0.00] 0.00] [V INA |
i
/1| [ 0.00] 0.00] [

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

Instructions to depository: you have been designated as depository for the above described payment(s). Please credit the proceeds thegogtﬁhipgnﬁT
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Date Filed: 7/1/9; /02—

Davi urst,Commissioner




