STATE LEASE MF100244

# LeaseDate Acres Status CONTROL BASEFILE COUNTY %
A Aug 19 1998 40.83 ACTIVE 07-104019 153262 - REEVES /195 =
B Aug 19 1998 40.83 ACTIVE =
C Aug 19 1998 20.42 ACTIVE SURVEY : PUBLIC SCHOOL LAND %
BLOCK : 56 =
TOWNSHIP : 00 51
SECTION/TRACT: 31 =
PART : B2 S[1LL.S of EfZ,
ACRES : 122.50/102.08 net ac. g
=

DEPTH LIMITS : NO

Rentals: % LESSEE : JOHNSON, CLAY

LEASE DATE : Aug 19 1998
Lease PRIMARY TERM : 5 yrs
Admin: BONUS (3) : 0.00

RENTAL ($) : 1..00
Mineral / ROYALTY : 0.18750000
Maps : VAR ROYALTY
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TEXAS GENERAL LAND OFFICE

GARRY MAURO

COMMISSIONER MEMORANDUM
DATE 09-Sep-98

TO: Garry Mauro, Commissioner

Spencer Reid, Senior Deputy Commissioner

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

RE: Relinquishment Act Lease

Applicant:  Clay Johnson

County: REEVES Base File #: 91353

Section: 28 Block: 56 Abstract: 2214

Survey: T&PRY CO

Prim. Term: 5 years Bonus/Acre $50.00

Royalty: 3/16 Rental/Acre $1.00 -
Consideration

Recommended: (3&?59 .98

Not Recommended:
Comments:

Lease Form

Recommended: m

Not Recommended:

Comments:

Spencer Reid, Senior Deputy Date: Q' (6 - qf

Recommended: fﬁé

Not Recommended:

Garry Mauro, Commissioner Date:

Approved:
Not Approved:
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Transaction # “SPReT— Goologist: L. Collier
lessor  Meeker, J.J. Lease Date: 8/19/98 e U
Lesses: Clay Johnson Acres: 162.5
LEASE DESCRIPTION
County BasaFleNo Part . = Sec Block Twp Survey Abst#
ReeVEs NS o1353 N/2NE/4 & SE/4NE/ 28 56 02S T&PRYCO 2214
gzz.So A,
ReeVEs o 153262  S/M225acésof /2 31 86 00 PUBLIC SCHOOL LAND 6007
ReeVES P 153246 S/245acres 44 56 00  PUBLIC SCHOOL LAND 5997
2¢5 . Ac.
Joo7.S° A< -
TERMS OFFERED TERMS RECOMMENDED
PrimaryTerm:  (Syears | PrimaryTorm  [Syeas |
Bonus/Acre: [ $50.00 ] Bonus/Acre | $50.00 |
Rental/Acre: [ s10] Rental/Acre [ $1.00]
Royalty: pris ] Royalty prie ]
COMPARISONS
MF # Lessea Dats Term Bonus/Ac.  Rental/Ac.  Royaity  Distanca
NPT | IR | O | [ I ] lastlsass
— Pl || PR | - |} I e
e N | o | N  ER | IO | S |
T— | § S § | T | e
ST SRR i || | | I

Comments: {Qrass acreis74877:g.r First &75eédnd year réan_lsj .00, third & f@rth_year_reritai $16.67.

M@/ $.5¢

Wednesday, September 09, 1998
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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_19_dayof AUQUSt 1998 , between the State of Texas, scting by and through its

agen Meeker (Investments, Inc., by Robert W. Debolt, President, and
J.J. Meeker, Individuall of
301 La Mesa, Encinitas, CA 24 said ageat
(s P“‘é’i‘%’;" ?Icg son '
herein referred to as the owner of the soil (whether one or more), and
; 203 W..Wall., Suite 800 of
Midland, Texas 79701
(Give Permanent Address)
hercinafter called Lessee.

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

The South 122.5 acres of the E/2 of Section 31, Block 56, PSL Survey.

* se
l-....
wniazn‘nﬂi. 122.5 acres, more or less. The bonus consideration paid for this lease is as follows:
¥ To the State of Texas: One Thousand Twenty and 75/100=—=——=—— o
it Dollars (S 1.0Z20,.75 )
— To the owner of the soil:_One Thousand Twenty and 75/100-————— oo __
5 "8 Dollars (5 L 02075 )
) ” Total boaus consideration: Two Thousand Forty-oiie and 50/100-————=—cmcc—wcx
feresg Dollars (S, 2 0] .50 )
wﬁfionuswnsidcmﬁonpajdrcpmuabonusof Fifty and No/fA00-—e—emeee e _
Dellars (S 500 ) peracre,on 40,83  netacres.
2. TERM. Subjcc:w!.heomerpmvisionsinﬂmisleasc..mislcascsha.llbeforam:mof Sye from this date

(herein called "primary term™) and as long thereafter as oil and gas, or either of them, is produced in paying quamit_is frotn said land.
As used 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) covered
exceed out of pocket operational expenses for the six months last past.

=

3. Dcla_xz 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 Delav Rental per Acre
First S 100
Second $ 1.00
Third $16.67
Fourth $ 1667

True and Correct
copy of
Original 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. Rayalty 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 oi! or gas run through 2 ¢eparnter or other cquipment, as hercinafter provided, shall be
3/16 part of the gross production or the market value thereof, at the option of the owner of the soil or the Commissioner of the

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

(B) NON PROCESSED GAS. Royalty on any gas (including flared gas), which is defined as all hydrocarbons and gaseous substances not defined
as oil in subparagraph (A) above, 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 hydrocarbens or other products) shall be 3/16 part of the gross production or the market value thereof, at the option of the
ownmer of the soil or the Commissioner of the General Land Office, such value to be based on the highest market price paid or offered for gas of comparable quality in
the general arca where produced and when run, or the gross price paid or offered to the producer, whichever is the greater; provided that the maximum pressure base
in measuring the gas under this lease shall not at any time exceed 14.65 pounds per square inch 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 1o tests made by the Balance Method or by the
most approved method of testing being used by the industry at the time of testing.

(%) PROCESSED GAS. Royalty on any gas 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 valuc thereof, at the option of the
owner of the soil or the Commissioner of the General Land Office. All royalties due herein shall be based on one hundred percent (100%) of the total plant
production of residue gas attributable to gas produced from this lease, and on fifty percent (50%), or that percent accruing to Lessee, whichever is the greater, of the
total plant production of liquid hydrocarbons attributable to the gas produced from this lease; provided that if liquid hydrocarbons are recovercd from gas procassed
in a plant in which Lessez (or its parent, subsidiary or affiliate) owns an interest, then the percentage applicable to liquid hydrocarbons shall be fifty pgreent (50%) or
the highest percent accruing to a third party processing gas through such plant under a processing agreement negotiazed at arm's length (or if there is no such third
paray’ dhiehighest percent then being specified in processing agreements or contracts in the industry), whichever is the greater. The respective royalties on residue gas
and, gq 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
8%y A afea, or 2) the gross price paid or offered for such residue gas (or the weighted average gross selling price for the respective grades of liquid hydrocarbons),
whichever is the greater. In no event, however, shall the royalties payable under this paragraph be less than the royalties which would have been duc had the gas not
bcc’n.grgccssecL

.

.
i (D) OTHER PRODUCTS. Royalty on carbon black, sulphur or any other products produced or manufactured frfom gas (excepting liquid hydrocarbons)
wheghes gaid gas be “casinghead,” *dry,” or any other gas, by fractionating, buming or any other processing shall be . 3/16 partof the
grdss prdduction of such products, or the market value thereof, az the option of the owner of the soil or the Commissioner of the General Land Office, such market
valfe 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
bagis of the average gross sale price of cach product for the same month in which such products are produced; whichever is the greater.

- £

in e 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
paa under this lease in no cvent shall be less than an amount equal to the total annual delay rental herein provided; otherwise, there shail be due and payable on or
before the last day of the month succeeding the anniversary date of this lease a sum equal to the total annual rental less the amount of royalties paid during the

preceding year. IfParagraph-d-ofthisleassdossnotspecificadelaysentalamount thea for the purposes of this paragraph, the delay rental amount shall be one

dollar ($1.00) per acre.

6. ROYALTY IN KIND. Notwithstanding any other provision in this lease, at any time or from time to time, the owner of the soil or the Commissioner
of the General Land Office may, at the option of either, upen not less than sixty (60) days notice to the holder of the lease, require that the payment of any myaltics.
accruing to such royalty owner under this lease be made in kind. The owner of the soil's or the Commissioner of the General Land Office's right to take its royalty in
kind shall not diminish or negate the owner of the soil's or the Commissioner of the General Land Office’s rights or Lessee's obligations, whether express or implied,

under this lease.

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

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

until it is produced and sold or used by Lesses in a manner which entitles the royalty owners to a royalty under this [ease.

9. ROYALTY PAYMENTS AND REPORTS. All 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 succezding the month of production, and royalty on gas is due and

must be received in the General Land Office on or before the 15th day of the second month succeeding the month of production, accompanied by the aﬁ'u?avit !Jf'thc ;
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 0

all oil and gas produczd and the market value of the oil and gas, together with a copy of all documents, records or reports cor:ﬁm'ling m%_ggﬁség Fgﬁg:eb??é%¥i0“
copyof
ol Original filed in
Reeves County




and market value including gas meter readings, pipeline receipts, gas line reccipts and other checks or memoranda of amount produced and put into pipelines, tanks,
or pools and gas lines or gas storage, and any other reports or records which the General Land Office may require to verify the gross production, disposition and
market value. In all cases the authority of a manager or agent to act for the Lessee herein must be filed in the General Land Office. Each royalty payment shall be
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 lease. l.fLmeepmhismraltyonotbefomthlﬂy(w)dnysaﬂuhmﬂqummmmlpcnaltyors%on:hemyﬂgyw
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 o $25.00 whichever is greater.
In addition to a penalty, royalties shall accrue interest at a rate of 12% per year; such interest will begin accruing when the royalty is sixty (60) days overdue.
AfTidavits and supporting documents which are not filed when due shall incur a penalty in an amount sct by the General Land Office administrative rule which is
effective on the date when the affidavits or supporting documents were due. The Lessee shall bear il 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 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 copics of all contracts under
which gas is sold or processed and all subsequent agreements and amendments to such contracts within thirty (30) days after entering into or making such contracts,
agreements or amendments. Such contracts and agreements when received by the General Land Office shall be held in confidence by the General Land Office unless
otherwise authorized by Lessee. All other contracts and records pertaining to the production, transportation, sale and marketing of the oil and gas produced on said
premises, including the books and accounts, receipts and discharges of ail wells, tanks, pools, meters, and pipelines shall st 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. i

(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-eatry, 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 banteries or other associated improvements to the land must also include the word "State.” Lessee shall supply the General Land Office with
any records, memoranda, accounts, reports, cuttings and cores, or other information relative to the operation of the above-described premises, which may be
requested by the General Land Office, in addition to those herein expressly provided for. Lessee shall have an electrical and/or radioactivity survey made on the
hor‘-hgk-s.ecﬁon.ﬁummebmuwxcmfmusingmﬂnmw depth of well, of all wells drilled on the above described premises and shall ransmit a true copy of
the log efcach survey on each well 1o the General Land Office within fifteen (15) days after the making of said survey.

LA L]

"oe® 3 (C) PENALTIES. Lessee shall incur a penalty whenever reports, documents or other materials are not filed in the General Land Office when
:t;. The penalty for late filing shall be set by the General Land Office administrative rule which is effective on the date when the materials were due in the General

d Dffce.

L .

o11. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, during the primary term hereof and prior to discovery and production
of b1*r g8s on said land, Lessee should drill a dry hole or holes thercon, or if during the primary term hereof and after the discovery and actual production of il or
gas fiom the leased premises such production thereof should cease from any cause, this lease shall not terminate if on or before the expiration of sixty (60) days from
date of completion of said dry hole or cessation of production Lessce commences additional drilling or reworking operations thereon, or pays or tenders the next

» rental in the same manner as provided in this lease. If, during the last year of the primary term or within sixty (60) days prior thereto, a dry hole be
completed and abandoned, or the production of oil or gas should cease for any causc, Lessee's rights shall remain in full force and effect without further operations
untilths Expiration 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
leale by fonducting additional drilling or reworking operations pursuant to Paragraph 13, using the expiration of the primary term as the date of cessation of
production under Paragraph 13. Should the first well or any subsequent well drilled on the above described land be completed as a shut-in oil or gas well within the
primary term hereof, Lessee may resume payment of the annual reatal in the same manner as provided herein on or before the rental paying date following the
expiration of sixty (60) days from the date of completion of such shut-in oil or gas well and upon the failure to make such paymeant, this lease shall ipso facto
terminate. If at the expiration of the primary term or any time thercafter a shut-in oil or gas well is located on the leased premises, payments may be made in
accordance with the shut-in provisions hereof

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

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

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

lease, but not less than 51,200 a year for each well capable of producing oil or gas in paying quantitics.
amouat then for the purposes of this paragraph, the delay rental amount shall be one dollar (51.00) per acre. To be effective, each initial shut-in oil or gas royalty

True and Correct
copy of .

Original filed in

Reeves County
larks Office
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mustbepa.idonorbet‘ore:(l)dwapkaﬁonofdxepﬁmuymmwdaysl.ﬁgﬂhel.cseecmcsmproduccoilor;nﬁumthelmedpmku,org)md,y, :
after Lessee completes a drilling or reworking operation in accordance with the lease provisions; whichever date is latest. Sud:p:ymntshl.llbemdeonc_hd“la) =
to the Commissioner of the General Land Office and onc-half (1/2) to the owner of the soil. If the shut-in oil or gas mynlryhpﬁtﬂwlemshﬂlbeconsidcndmbe '
lpmducingIeasemdlhepay‘mcnuhallmmdthemoflhclascﬁxlpaindofomywﬁmmlbecudof:hcpﬁmﬂ'yl-ﬂm.nfﬁ'nﬂ!Ehl:ﬁrndlyoflhemcmm
following the month in which production ceased, and, after that, if no suitable production facilities or suitable market for the oil Orgﬁmlﬂmmm&
lease for four more successive periods of one (1) year Sy paying i sans amount each year on or before the expiration of cach 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
dclivaedinplyingqnanﬁﬁsﬁom;wen]oumdwiminoumomd(l.m)fw(ofmlelsedprcmlmmdmplmd'mﬂlemcpmducingm\ro&,orhw y
case in which drainage s occurring, the right to continue to maintain the lease by paying the shut-in oil o gas royalty shall cease, but the lease shall remain effective ..
for the remainder of the year for which the royalty has been paid. The Lessee may maintain the lease for four more successive years by Lesses paying
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
pmduwd&nmthcw:llunsingtbed:ﬂnageor&niscnmplemdhmesmproducingmirmbmdwiminmmmd(l.mwfeetofmelmcdm
lf““@mmmyﬂtypaidinuylz-mnlhperiodBinnmuﬁlmmnﬂ:cmﬂshm-inoilw;amydry.mshaﬂpay:nm:zmﬂmmc :
difference within thirty (30) days from the end of the 12-month period. Compensatory royalty payments which are not timely paid will accrue penalty and interest in
accordance with Paragraph 9 of this lease. None of these provisions will relieve Lessee of the obligation of reasonable development nor the obligation to drill offser .
wells as provided in Texas Natural Resources Code 52.173; however, at the determination of the Commissioner, and with the Commissioner's written approval, the 3

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

16. RETAINED ACREAGE. Notwithstanding any provision of this lease to the contrary, after 2 well producing or capable of producing oil or gas has
beea 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 thercon.

(A) VERTICAL. In the cvent this lease is in force and effect two (2) years after the exriration date of the primary or extended term it shall then terminate
as 1o all of the leased premises, EXCEPT (1) 40 acres surrounding each oil well capable of producing in paying quantities and 320 acres surrounding each gas well
capable of producing in paying quantities (including a shut-in oil or gas well as provided in Paragraph 14 hereof), or 2 well upon which Lessee is then engaged in
continuous drilling or reworking operations, or (2) the number of acres included in a producing pocled unit pursuant to Texas Natural Resources Code 52.151-
52.153, gr (3) such greater or lesser number of acres as may then be allocated for production purpeses to a proration unit for each such producing well under the rules
anti regultions of the Railroad Commission of Texas, or any successor agency, or other governmental authority having jurisdiction. If at any time after the effective
datg 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
therzaRermllocated 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
Pmai.mtion purposes. Notwithstanding the termination of this lease as to a portion of the lands covered hereby, Lessee shall nevertheless continue to have the right of
ingress to and egress from the lands still subject to this lease for all purposes described in Paragraph 1 hercof, together with easements and rights-of-way for existing
road?, Y¥isting pipelines and other existing facilities on, over and across all the lands described in Paragraph | hereof (“the retained lands®), for access to and from the
retfilédlands and for the gathering or transportation of oil, zas and other minerals produced from the retained lands.

-
ttenne

*  *(B) HORIZONTAL. In the event this lease is in force and effect two (2) years after the expiration date of the primary or extended term it shall further
terminate as to all depths below 100 fest below the total depth drilled (hereinafter "decper depths™) in each well located on acreage retained in Paragraph 16 (A)
algo.vz .t,las 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
co-s:lrau‘on 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
t:.n.-ninaﬂnn shall be delayed for an additional pericd of two (2) years and so long thereafter as oil or gas is produced in paying quantities from such deeper depths
cowcred By this lease,

(C) IDENTIFICATION AND FILING. The surface acreage reined hercunder as to each well shall, as nearly as practical, be in the form of a square with
the well located in the center thereof, or such other shape as may be approved by the Commissioner of the General Land Office. Within thirty (30) days after partial
termination of this lease as provided herein, Lesses shall execute and record a release or releases containing a satisfactory legal description of the acreage and/or
depths not retained hereunder. The recorded release, or a certified copy of same, shall be filed in the General Land Office, accompanied by the filing fee prescribed
by the General Land Office rules in effect on the datz the release is filed. If Lesses fails or refuses to execute and record such release or releases within ainety (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 Lesses’s expense in the county or counties where the lease is located and in the official records of the
General Land Office and such designation shall be binding upon Lessez for all purposes.

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

18. FORCE MAJEURE. If, after a good faith cffort, Lessee is prevented from complying with any express or implied covenant of this lease, from
conducting drilling operations on the leased premises, or from producing oil or gas from the leased premises by reason of war, rebellion, riots, strikes, acts of God, or
any valid order, rule or regulation of government authority, thea while so prevented, Lessee's obligation to comply with such covenant shall be suspended and Lesses
shall not be liable for damages for failure 10 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 reatals 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 zas.
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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
pmuwedonmclmdmmmmmmlherighuofmeomofmesoﬂinthelenedmisubypxyin;mymongagc,muwmﬁm
on the leased premises. If Lessee makes payments on bebalf of the owner of the soil under this paragraph, Lessee may recover the cost of these payments from the
rental and royalties due the owner of the soil.

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the 50il owns less than the entire undivided surface estate in the above
described land, whether or not Lessee's interest is specified herein, then the royalti=s and renta! herein provided to be paid to the owner of the soil shall b€ 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
dhmpmqbcmﬁeiﬁmpm@ylmmmhlemmdmmhmmdbymeamoﬁhesoil. The Commissioner of the General Land
Office shall be paid the value of the whole production allocable to any undivided interest not covered by a lease, less the proportionate development and production
cost allocable to such undivided interest. However, in no event shall the Commissioner of the General Land Office receive as a royalty on the gross production
allocable to the undivided interest not leased an amount less than the value of one-sixteenth (1/16) of such gross production.

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

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

without the prior consent of the owner of the soil.

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

23. PIPELINE DEPTH. When requestzd by the owner of the soil, Lesses shall bury its pipelines below plow depth.
. se a
e ®ee24. WELL LOCATION LIMIT. No well shall be drilled nearer than two hundred (200) fest to any house or bam now on said premises without the
wn'iuq gqnsent of the owner of the soil. :
* @

-

e 25. POLLUTION. In developing this area, Lessee shall use the highest degree of care and all proper safeguards to prevent pollution. Without limiting the
foregoigg, pollution of coastal wetlands, natural waterways, rivers and impounded water shall be prevented by the use of containment facilities sufficient to prevent
spiﬂggc‘, 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
pollutant and shall be responsibie for all damage to public and private properties.. Lessee shall build and maintain fences around its slush, sump, and drainage pits
and dankdateries 50 as to protect livestock against loss, damage or injury; and upon completion or abandonment of any well or wells, Lessce shall fill and level all
slush pits &nd cellars and completely clean up the drilling site of all rubbish thereon. Lessee shall, while conducting operations on the leased premises, keep said
premites 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
coagigipp and contours as is practicable. Tanks and equipment will be kept painted and presentable.

L .
eoeeel26. REMOVAL OF EQUIPMENT. Subject to limitations in this paragraph, Lessee shall have the right to remove machinery and fixtures placed by
Lessee orthe leased premises, including the right to draw and remove casing, within one hundred twenty (120) days after the expiration or the termination of this
lease unless the owner of the soil grants Lessee an extension of this 120-day period. However, Lessee may not remove casing from any well capable of producing oil
and gas in paying quantities. Additionally, Lesses 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 Lessee

under the terms of this paragraph.

27. (A) ASSIGNMENTS. Under the conditions contained in this paragraph and Paragraph 29 of this lease, the rights and estates of either party to this
lease may be assigned, in whole or in part, and the provisions of this lease shall extend to and be binding upon their heirs, devisees, legal representatives, successors
and assigns. However, a change or division in ownership of the land, rentals, or royaltics 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) fumishes the Lessee with satisfactory written evidence of the change in ownership, including the original recorded muniments of title (or 2
certified copy of such original) when the ownership changed because of a conveyance. A total or partial assignment of this lease shall, to the extent of the interest
assigned, relieve and discharge Lessee of all subsequent obligations under this lease. If this lease is assigned in its entirety as to only part of the acreage, the right and
option to pay rentals shall be apportioned as between the several owners ratably, according to the area of each, and failure by one or more of them to pay his share of
the rental shall not affect this lease on the part of the land upon which pro rata rentals arc timely paid or tendered; however, if the assignor or assignes does not file a
certified copy of such assignment in the General Land Office before the next rental paying date, the entire lease shall terminate for failure to pay the eatire rental due
under Paragraph 3. Every assignee shall succeed to all rights and be subject to all obligations, liabilities, and penalties owed to the State by the original lessee or any

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

(B) ASSIGNMENT LIMITATION. Notwithstanding any provision in Paragraph 27(a), if the owner of the soil acquires this lease in whole or in part by
assignment without the prior written approval of the Commissioner of the General Land Office, this lease is void as of the time of assignment and the agency power
of the owner may be forfeited by the Commissioner. An assignment will be treated as if it were made 1o the owner of the soil if the assignes is:

(1) anominee of the owner of the soil; e . .
(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 parmership in which the owner of the soil is a parmer or is an employee of such a'pannership;
(4) a principal stockholder or employee of the corporation which is the_ owner of the soil;

(5) a partner or employee in a parmership which is the owner of the soil; '
. 1rue and Correet
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(6) a fiduciary for the owner of the soil; including but not limited 10 a guardian, trustee, executor, administrator, receiver, or conservator for the
owner of the soil; or
(7) a family member of the owner of the soil or related to the owner of the soil by marriage, blood, or adoption.

23. RELEASES. Under the conditions contained in this paragraph and Paragraph 29, Lessce may at any time execute and deliver to the owner of the soil |
and place of record a release or releases covering any portion or portions of the leased premises, and thereby surrender this lease as to such portion or portions, and be
relicved of all subsequent obligations as to acreage surrendered. 1f any part of this lea<e is properly rurrendersd, the delay rental due under this lease shall be reduced
by the proportion that the surrendered acreage bears to the acreage which was covered by this lease immediately prior to such surrender; however, such release will
not relieve Lessee of any liabilities which may have accrued under this lease prior to the surrender of such acreage. :

29. FILING QF ASSIGNMENTS AND RELEASES. If all or any part of this lease is assigned or released, such assignment or release must be recorded in
the county where the land is situated, and the recorded instrument, or a copy of the recorded instrument certified by the County Clerk of the county in which the
instrument is recorded, must be filed in the General Land Office within 90 days of the last execution date accompanied by the prescribed filing fee. If any such
assignment is not 5o filed, the rights acquired under this lease shall be subject to forfeiture at the option of the Commissioner of the General Land Office.

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

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

interests.

32. FORFEITURE. If Lessee shall fail or refuse to make the payment of any sum within thirty days after it becomes due, or if Lessee or an authorized
agent should knowingly make any false return or false report conceming production or drilling, or if Lessee shall fail or refuse to drill any offset well or wells in good
faith as required by law and the rules and regulations adopted by the Commissioner of the General Land Office, or if Lessee should fail o file reports in the manner
required by law or fail to comply with rules and regulations promulgated by the General Land Office, the School Land Board, or the Railroad Commission, or if
Lessee should refuse the proper authority access to the records pertaining to operations, or if Lessee or an authorized agent should knowingly fail or refuse to give
correct information to the proper authority, or knowingly fail or refuse to 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
acqujred 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
fDrﬁ:.iB%md when forfeited the area shall again be subject to lease under the terms of the Relinquishment Act. However, nothing herein shall be construed as
wai\;uﬁ c 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 aad"yl rights thereunder reinstated before the rights of another intervene upoa satisfactory evidence to the Commissioner of the General Land Office of future
comfal::anc! with the provisions of the law and of this lease and the rules and regulations that may be adopted relative hereto.

o *** 33. LIEN. In accordance with Texas Namral Resources Code 52.136, the State shall have a first lien upon all oil and gas produced from the area covered
by thR4ease to secure payment of all unpaid royalty and other sums of moncy that may become due under this lease. By acceptance of this lease, Lessee grants the
St.;t&isn’a’dition to the liea provided by Texas Natural Resources Code 52.136 and any other applicable statutory lien, an express contractual lien on and security
intetest inwall leased minerals in and extracted from the leased premises, all proceeds which may accrue to Lessee from the sale of such leased minerals, whether such
procecds are held by Lessee or by a third party, and all fixtures on and improvements to the leased premises used in connection with the production or processing of
su;:l.l leasqd minerals in order to securc the payment of all royalties or other amounts due or to become due under this lease and to secure payment of any damages or
loss thifCessor may suffer by rcason of Lessce’s breach of any covenant or condition of this lease, whether express or implicd. This lien and security interest may be
forecloseq 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
C8&Mi&Joner may require Lessee to executz and record such instruments as may be reasonably necessary to acknowledge, arach or perfect this lien. Lessee bereby
represents that there are no prior or superior liens arising from and relating to Lessee's activities upon the above-described property or from Lessee’s acquisition of
this lease. Should the Commissioner at any time determine that this representation is not true, then the Commissioner may declare this lease forfeited as provided
herein.

34. POOLING. Lessee is hereby granted the right to pool or unitize the royalty interest of the owner of the soil under this lease with any other leaschold
or mineral interest for the exploration, development and production of 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 satisfics the execution requirements stated in Texas Natural

Resources Code 52.152.

35. INDEMNITY. Lessce hereby releases and discharges the State of Texas aEd the owner of the soil, their officers, employees, parmers, agents,
contractors, subcontractors, guests, invitees, and their respective successors and assigns, of and from all and any actions and causes of action of cvery nature, or other
harm, including environmental harm, for which recovery of damages is sought, including, but not limited to, all losses and expenses which are caused by the
activities of Lessee, its officers, employees, and agents arising out of, incidental to, or resulting from, the operations of or for Lesse= on the leased premises
hereunder, or that may arise out of or be occasioned by Lessee's breach of any of the terms or provisions of this Agreement, or by any other negligent or strictly liable
act or omission of Lessee. Further, Lessee hereby agrees to be liable for, exoneratz, 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
Lesses’s use of the surface of the leased premises; and those that may arise out of or be occasioned by Lessee’s breach of any of the terms or provisions of this
Agreement or any other act or omission of Lessee, its directors, officers, employees, parmers, agents, contractors, subcontractors, guests, invitees, and their respective
successors and assigns. Each assignee of this Agreement, or an interest therzin, 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 Lesse, its officers,
employces, 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, P
CONCURRENT, ACTIVE, OR PASSIVE. . True and Gerrast
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36. ENVIRONMENTAL HAZARDS. Lessee shall use the highest degree of care and all reasonable safeguards to prevent contamination or pollution of .
any environmental medium, including soil, surface waters, groundwater, sediments, and surface or subsurface strata, ambient air or any other eavironmenta) 2
in, on..otunder.thg leased premises, by any waste, pollutant, or contaminant. Lessee shall not bring or permit to remain oa the leased premises any asbestog
containing materials, explosives, toxic materials, or substances regulated as hazardous wastes, hazardous materials, hazardous substances (as the term “Hazardous
Substance” is defined in the Comprehensive Eavironmental 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 iu the esual tiater and quantitics. LESSEE'S VIOLATION OF THE FOREGOING PROHIBITION
SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND
DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST ANY CLAIMS, DAMAGES, JUDGMENTS, PENALTIES,
LIABILITIES, AND C! (INCLUDING REASONABLE ATTORNEYS® FEES AND COURT COSTS) CAUSED BY OR ARISING OUT OF MmA
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 Sﬂ.u_l,.
CLEAN UP, REMOVE, REMEDY AND REPAIR ANY SOIL OR GROUND WATER CONTAMINATION AND DAMAGE CAUSED BY THE
PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE’S
OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITH THE REQUIREMENTS OF APPLICABLE LAW. THIS
INDEMNIFICATION AND ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE ACTIONS UNDERTAKEN
PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IMMEDIATELY GIVE THE STATE OF
TEXAS AND THE OWNER OF THE SOIL WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS PARAGRAPH, UPON
LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY GOVERNMENTAL -
AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBLIGATIONS OF LESSEE
HEREUNDER SHALL SURVIVE THE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF THIS AGREEMENT.

37. APPLICABLE LAW. This lease is issued under the provisions of Texas Natural Resources Code 52.171 through 52.190, commonly known as the
R:ﬁnguishmcmlm. 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 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. 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. '

e os 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
inAhy 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
effegiyg until a cenified 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
Té%as WNagural Resources Code 52.183. Additionally, this lease shall not be binding upon the State unless it recites the actual and rue consideration paid or promised

tate and the prescribed filing fes shall accompany such certified copy to the General Land Office.

for execution of this lease. The bonus due the S C
* See Exhibit "A"™ attached for additional lease provisions.
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BY: Clay Johnson
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STATE OF W STATE OF TEXAS
/ BY: ﬂ% M / BY:

Robert W._Debolt, Individually and as agent for the State of Texas

Individually and as agent for the State of Jexas
President ‘gf Meeker Investments ; INC.
s Tax ID#
Dae: _L0-1-9% Da
STATE OF STATE OF TEXAS
/BY:\ BY:
Individually and as agent for the State of Texas Individually and as agent for the State of Texas
J.J. Meeker, Individually SS# ’
Date: (L-1-94 Date:
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STATE OF (CORPORATION ACKNOWLEDGMENT)

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

known to me to be the person whose name is subscribed to the foregoing instrument, as of
ﬂmammmmhcamcdmm-‘
for the purposes and confideration therein expressed, in the capacity stated, and as the sct and deed of said corporation. .

Given under my hand and seal of office this the day of ;19 5
Notary Public in and for
STATE OF el ; (CORPORATION ACKNOWLEDGMENT)
counTy oEounty of San Diego
BEFORE ME, the undersigned authority, on this day personally appeared___RObert W. Debolt
known to me to be the person whose name is subscribed to the foregoing instrument, as President of
Meeker Investments, Inc. __and acknowledged to me that he executed the same
for the purposes and consideration therein expressed, in the capacify stated, and as the act and deed of said corporation.
Givmmdermyhmdandsulofoﬂiu:hisme) ~  dayof @(/L—“ﬂ-f/x.) ;19 q?
. a0 5 E I!I : é : z
LI . =4 -t
* se e
tene = R OMM. & 5 = . e ﬁﬁmgﬂﬂ
“os" S <l )] INolzry Pustlic — C‘n fornia £ DiAteny FuSte i — e -
. E \ Y 'j SANMN DI uO \JC’LJN—Y = f.‘_“a-ﬁ ) ‘t_f Q{ Eﬁﬂr‘ ﬂ!’SQO
W0 My Comin. Expires MAR 27, 1999 aelcaiasal
STAZEQF ot California (INDIVIDUAL ACKNOWLEDGMENT)

md San Diego

JBefore me, the undersigned authority, on this day personally appearsd

...l..

lcnown o e to be the persons whose names are subscribed to the foregoing instrument, and acknowledged to me that they exscuted the same for the purposes and

cnrﬁg&agon therein expressed.
Given under my hand and seal of office this the ] = day Df_dz‘b‘v'/ , 19 q ?

e

J.J. Meeker, Individually

ELSIE COSTA
2 COMM. # 1039622 =
el Notory Public — Califomio E

(\E0a%7  SAN DIEGO COUNTY

Notary Public in and for State of Catﬁom':g
County of San Diego

/ - 3 = i
STATE OF, [ A0 § _SSE (INDIVIDUAL ACKNOWLEDGMENT)
COUNTY OF m /d(
Before me, the undersigned authority, on this day personally appeared KM/’}/ g?)b? W

known to me to be the persons whaose names are subscribed (o the foregoing instrument, and acknow ledged to me that they executed the same for the purposes and

consideration therein expressed.
detatren 178

Given under my hand and seal of offics this the (ﬂ day of .
L ee— 775 2bor€
Jexes—

Notary Public in and for
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“EXHIBIT A”

Attached to and made a part of Oil and Gas Lease
dated August 19, 1998 by and between Meeker Investments, Inc., by
Robert W. Debolt, President and J. J. Meeker, Individually, as
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 owner of the soil a minimum of 24 hours before cutting any new road, if necessary, into or on the leased
premises.

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

(V5]

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.

Sv.*kgssee may use no more of the surface of the leased premises than is reasonably necessary to uSe for the purpose of which this
:.:.l:tase is granted, and it shall exercise all rights granted to it herein with due regard for the rights of the owners of the surface.
* . 9
6': Ifis further agreed that Lessee, its successors and assigns, shall not erect any buildings or houses on the leased premises and that
e s §nly those structures which are reasonably necessary for production facilities or tank batteries shall be erected on the surface of
* e« ifle leased premises.
V"..:
7. Motwithstanding 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
e ~u§1 writing if fresh water is encountered during drilling, or if a fresh water formation is penetrated.

.

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

9. Upon written demand by 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.

12. Lessee agrees to notify owner of the soil prior to drilling any well and upon completion
or plugging of any well. Owner of the soil can make reasonable inquiries with Lessee
regarding drilling information.
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General Land Office
Relinquishmnt Act Lease Form
Revised, September 1997

‘ OIL AND GAS LEASE

GREEMENT is made d iato thig 19 f_ August 1998  berween the State of Texas, acting by and through its
e T e e e ced e T 11 {1 MAeKaY And’ Lawrence HILL HegRasr !

. Meeker for Life 1'15!% B%ﬂgf*‘t of L. %. Meeker
6300 Ridglea Place, Suite . _fort Worth, Texas said ageat
o Pmﬂeﬂwghnson

herein referred 1o as the owner of the soil (whether one or more), and

203 W-_HEJ.J_;_SJJ_"LLE_BOO of
Midland. Texas 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, forlhcso!cmdonlypm-pmuf
prospecting and drilling for and producing oil and gas, laying pipe lines, building tanks, storing oil and building power staticns, telephone lines and other suctures
thereon, 1o 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 122.5 acres of the E/2 of Section 31, Block 56, PSL Survey.

C-Oﬂ.tl'l'!ll- 122.5 acres, more or less. The bonus consideration paidfor!hislu-scissfollows:
i TotheState of Texas: _One Thousand Twenty and 75/100=————————————— oo
cene DO”M(S 1 ,020.75 )
ais ) To the owner of the soil;__One Thousand Twenty and 75/100-—-———-——--—ceeeeoeao————
sseees Dollars (3 1020, .78 )
E Total bonus consideration:___TWO Thousand Forty-one and 50/100-——-————eeeeua—oo—-
seenel Dollars (S, 2.041.50 )
Fifty and No/100-—=-—co——mmmmmm e

Tha wal db¥nus consideration paid represents a bonus of.
de B Dollars (5. 50.00 ) peracre,on 40.83  net acres.

2 TERM. Subject to the other provisions in this Icasé. this lease shall be foratermof ___Five (5) years from this date

(herein called "primary term”) and as long thereafter as oil and gas, or cither of them, is produced in paying quantities from said land.
As uscd in this lease, the term "producsd in paying quantitics” meaas that the receipts from the sale or other authorized commercial use of the substancs(s) covered

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

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

a period of one (1) additional year. In like manner and upon payment of the amounts set out in the following schedule, this lease may be further continue for successive one-
year periods during the primary term of this lease provided that payment is made on or before the anniversary date
Anniversarv Date Delay Rental per Acre
First $ 1.00
Second § 100
Third $16.67
Fourth $1667

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

the soil:

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

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

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 graviry in the general arca 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 recovered. The requirement that such gas be run
through a separator or other equipment may be waived in writing by the royalty owners upon such terms and conditions as they prescribe.

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

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

© PR SED GAS. Royalty on any gas processed in a gasoline plant or other plant for the recovery of gasoline or other liquid hydrocarbons
shall be 3/16 part of the residue gas and the liquid hydrocarbons extracted or the market value thereof, at the option of the
owner of the soil or the Commissioner of the General Land Office. All royalties due herein shall be based on one hundred percent (100%) of the total plant
production of residuc gas attributable to gas produced from this lease, and on fifty percent (50%), or that percent accruing to Lessee, whichever is the greater, of the
total plant production of liquid hydrocarbons artributable to the gas produced from this lease; provided that if liquid hydrocarbons are recovered from gas processed
in a plant in which Lessee (or its parent, subsidiary or affiliate) owns an interest, then the percentage applicable to liquid hydrocarbons shall be fifty percent (50%) or
the highest percent accruing to a third party processing gas through such plant under a procsssing agreement negotiated at arm's length (or if there is no such third
pagty, e highest percent then being specified in processing agreements or contracts in the industry), whichever is the greater. The respective royalties on residue gas
andondMquid hydrocarbons shall be determined by 1) the highest market price paid or offered for any gas (or liquid hydrocarbons) of comparable quality in the
5“."“2'53' 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),
whishevenis the greater. In no event, however, shall the royaltics payable under this paragraph be less than the royalties which would have been duc had the gas not

been processed.

L LR

® ess e (D) OTHER PRODUCTS. Royaity on carbon black, sulphur or any other products produced or manufactured from gas (excepting liquid hydrocarbons)
whether 53jd gas be “casinghead,” *dry,” or any other gas, by fractionating, burning or any other processing shall be 3/16 partof the
pradction of such products, or the market value thereof, at the option of the owner of the soil or the Commissioner of the General Land Office, such market
value to be determined as follows: 1) on the basis of the highest market price of cach product for the same month in which such product is produced, or 2) on the
basis of l:hs average gross sale price of cach product for the same month in which such products are produced; whichever is the greater.

esatee
* *s. MINIMUM ROYALTY. During any year after the expiration of the primary term of this lease, if this lease is maintained by production, the royalties
paigdungedthis lease in no event shall be less than an amount equal to the total annual delay rental herein provided; otherwise, there shall be due and payable on or
befole thelast 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

preceding year. [fParegraph-3-efthiriease-decsnotspeeifi-a-delay-rental-amountthen-for the purposes of this paragraph, the delay rental amount shall be one

dollar ($1.00) per acre.

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

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

7. NO DEDUCTIONS. Lesses agrees that all royalties accruing under this lease (including those paid in kind) shall be without deduction for the cost of
producing, gathering, storing, separating, treating, dehydrating, compressing, processing, ransporting, 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 the soil
and the Commissioner of the General Land Offics, Lessee may recycle gas for gas lift purposes cn the leased premises or for injection into any oil or gas producing
formation underlying the leased premises 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 Lzssee in a manner which entitles the royalty owners to a royalty under this lease.

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

Payment of royalty on production of oil and gas shall be as provided in the rules set forth in the Texas Register. Rules currently provide that royalty on oil is due
and must be reczived in the General Land Office on or before the Sth day of the second month succseding the month of production, and royalty on gas is due and
must be received in the General Land Office on or before the 15th day of the second month succeeding the month of production, accompanied by the affidavit 0f the
owner, manager or other authorized agent, completed in the form and manner prescribed by the General Land Office and showing the gross amount and disposition of
all oil and gas produced and the market value of the oil and gas, together with a copy of all documents, records or reports confirming the gross production, disposition
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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 angd
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. Ethyﬂtymm:h
accompanledbyachccknub.sdwdule.annmuyorodurmﬂmceadvicsﬂwwinlbymemipdGmﬂmdomwlmenmwmemwofmqh;n‘
paid-oa-cach loase I Lassec pays bis royalty on or before thirty (30) days-after the royalty payment was due, then Lesses owes a penalty of 5% on the royalty or
$25.00, whichever is greater. A royalty psyment which is over thirty (30) days late shall accrue a penalty of 10% of the royalty due or $25.00 whichever is greazer,
In addition to a penalty, royalties shall accrue interest at a rate of 12% per year; such interest will begin accruing when the royalty is sixty (60) days overdue.
AfTidavits and supporting which are not filed when due shall incur a penalty in an amount set by the General Land Office administrative rule which is
effective on the date when the affidavits or supporting documents were due. The Lessee shall bear ail 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 disputz as to fair market value. ; .

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessex shall annually furnish the Commissioner of the General Land Office with
its best possible estimate of oil and gas reserves undertying this lease or allocable to this lease and shall fumnish said Commissioner with copies of all contracts under
which gas is sold or processed and all subsequent agreemems and amendments to such contracts within thirty (30) days after entering into or making such contracts,
agreements or amendments. Such contracts and agreements when 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 oa said
premises, including the books and accounts, receipts and discharges of all wells, tanks, pools, meters, and pipelines shall at all times be subject to inspection and
examination by the Commissioner of the General Land Office, the Attorncy General, the Govemor, or the representative of any of them. i

(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 (S) 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 [and must also include the word *State." Lessee shall supply the General Land Office with
any records, memoranda, accounts, reports, cuttings and cores, or other information relative to the operation of the above-described premises, which may be
requested by the General Land Office, in addition to those herein expressly provided for. Lessee shall have an electrical and/or radioactivity survey made oa 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 gach survey on each well to the General Land Office within fifteen (15) days after the making of said survey. e

L .

g :: (C) PENALTIES. Lessee shall incur a penalty whenever reports, documents or other materials are not filed in the General Land Office when
due.-%%;pgxaltyforlneﬁlingshaﬂbesetby&n&mﬂLandomuadminisuaﬁvcndewhid:iscﬁtcﬁvcoumcdmwhenthcmmﬁaumduei.n:beGmcnl
Land ce. .
.

«***°Ll. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, during the primary term hereof and prior to discovery and production
of oil % ¥2s on said land, Lessee should drill a dry hole or holes thereon, or if during the primary term hereof and after the discovery and actual production of oil or-
gas {rpp ¢ leased premises such production thereof should cease from any cause, this lease shall not terminate if on or before the expiration of sixty (60) days from
date of combletion of said dry hole or cessation of production Lessee commences additional drilling or reworking operations thercon, or pays or tenders the next
annual delay rental in the same manner as provided in this lease. If, during the last year of the primary term or within sixty (60) days prior thereto, a dry hole be
com Iege.d.fad 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-
until the expiration of the primary term; and if Lessee has not resumed production in paying quantities at the expiration of the primary term, Lesses may maintain this
lease by comducting additional drilling or reworking operations pursuant to Paragraph 13, using the expiration of the primary term as the date of cessation of
prod\&%i8e Snder Paragraph 13. Should the first well or any subsequent well drilled on the above described land be completed as a shut-in oil or gas well within the
primary term hereof, Lessee may resume payment of the annual reatal in the same manner as provided herein on or before the rental paying date following the
expiration of sixty (60) days from the date of completion of such shut-in oil or gas well and upon the failure to make such payment, this lease shall ipso facto
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 so long as operations on said well or for
drilling or reworking of any additional well are prosecuted in good faith and in- workmanlike manner without interruptions totaling more than sixty (60) days during
any one such operation, and if they result in the production of oil and/or gas, so long thereafter as oil and/or gas is produced in paying quantities from said land, or
payment of shut-in il or gas well royalties or compensatory royalties is made as provided in this lease.

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

14. SHUT-IN ROYALTIES. For purposes of this paragraph, "well* means any well that has been assigned a well number by the state agency having
jurisdiction over the production of oil and gas. If, at any time after the expiration of the primary term of a lease that, until being shut in, was being maintained in
force and effect, a well capable of producing oil or gas in paying quantities is located on the leased premises, but oil or gas is not being produced for lack of suitable
production facilities or lack of a suitable market, then Lessce may pay as a shut-in oil or gas royalty an amount equal to double the annual rental provided in the
lease, but not less than $1,200 a year for cach well capable of producing oil or gas in paying quantities. 1
ammowni-then for the purposes of this paragraph, the delay rental amount shall be one dollar (§1.00) per acre. To be cffective, each initial shut-in oil or gas royalty
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must be paid on or before: (1) the expiration of the primary term, (2) 60 days after the Lessee ceases to produce il 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 to be -
a producing lease and the payment shall extend the term of the lease for a period of one year from the end of the primary term, or from the first day of the month
following the month in which production ceased, and, after that, if no suitable production facilities or suitable market for the oil or gas exists, Lessee may extend the
lease for four more successive periods of one (1) year by paying the same amount each year on or before the expiration of cach shut-in year.

15. COMP%NSATORYROYALT[B. 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
delive:edinpaﬁngqumtiﬁuﬁumlw:nlocuedwiminmﬁmd(l,b&)fmotmemdprmlmandcunplmdind:emcpmdueingmvok.mhm
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. mlmummhuinwle&fabmmmmymw[mm‘w
my:.ltyu:hemyaltympmvidedinthelmafd:emﬂtanlucofpmductionﬁnmthcw:l!mintdledn.imgeorwhic.hBmplmhhmm‘
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. Compensatory royalty payments which are not timely paid will acerue penalty and interest in
accordance with Paragraph 9 of this lease. None of these provisions will relicve Lessee of the obligation of reasonable development nor the obligation to drill offser . -
wells as provided in Texas Natural Resources Code 52.173; however, at the determination of the Commissioner, and with the Commissioner’s written approval, the )

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

16. RETAINED ACREAGE. Notwithstanding any provision of this lease to the coatrary, 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 thercon.

(A) VERTICAL. In the event this lease is in force and effect two (2) years after the expiration date of the primary or extended term it shall then terminate
as 1o all of the leased premises, EXCEPT (1) 40 acres surrounding each oil well capable of producing in paying quantities and 320 acres surrounding each gas well
capable of producing in paying quantities (including a shut-in oil or gas well as provided in Paragraph [4 hereof), or a well upon which Lesses 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 regujations of the Railroad Commission of Texas, or any successor ageacy, or other governmental aathority having jurisdiction. If at any time after the effective
daec of thepartial termination provisions hereof, the applicable field rules are changed or the well or wells located thereon are reclassified so that less acreage is
uscma.ffa.- 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
pmfucﬂou 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
ingrs% to ind egress from the lands still subject to this lease for all purposes described in Paragraph 1 hereof, together with easements and rights-of-way for existing
roads,"existing pipelines and other existing facilities on, over and across all the lands described in Paragraph 1 hereof ("the retained lands®), for access to and from the
retgih®® fapds and for the gathering or transportation of oil, gas and other minerals produced fom the retained lands.

LEL LN
«saseIB) 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
termmate 3 to all depths below 100 feet below the total depth drilled (hereinafter "deeper depths®) in cach well located on acreage retained in Paragraph 16 (A)
abovep 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
consideratien for this lease (as specified on page 1 hercof). If such amount is paid, this lease shall be in force and effect as to such decper depths, and said
terthhida 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 byghis lease,

assese
. L]
(C) IDENTIFICATION AND FILING. The surface acreage retained hereunder as to each well shall, as nearly as practical, be in the form of a square with
the well located in the center thereof, or such other shape as may be approved by the Commissioner of the General Land Office. Within thirty (30) days after partial
termination of this lease as provided herein, Lessee shall execute and record a release or releases containing a satisfactory legal description of the acreage and/or
depths not retained hereunder. The recorded release, or a certified copy of same, shall be filed in the General Land Office, accompanied by the 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 ainety (50)
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.

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

18. FORCE MAJEURE. If, after a good faith effort, Lessee is prevented from complying with any express or implied covenant of this lease, from
conducting drilling operations on the leased premises, or from producing oil or gas from the leased premises by reason of war, rebellion, riots, strikes, acts of God, or
any valid order, rule or regulation of government 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 effect during the primary term in the absence of such drilling or reworking operations or production 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. If the owner of the soil defaults in
payments owed on the leased premises, then Lessee may redeem the rights of the owner of the soil in the leased premises by paying any mortgage, taxes or other liens
on the leased premises. If Lessee makes payments on behalf of the owner of the soil under this paragraph, 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 aboye
dacibedland.whed:erotnotLe:uc'shmhspedﬁdhmin.meumemyﬂﬁcsmdmulhacinpmidedbbepﬁdmmmofmcsoilshﬂlhcpaidhun
inlhepmpouioawhichhhhmhwsmthcmhemﬁvidedwfmmuﬂﬂnmyﬂﬁﬁmdmmhuﬁnpmﬁdedmbepaidmlh:Cmtmis:iomof&e
Geaeral Land Office of the State of Texas shall be likewise proportionately reduced. However, before Lessee adjusts the royalty or rental due to the Commissioner of
the General Land Office, Lessee or his authorized representative must submit to the Commissioner of the General Land Office a written statement which explains the
discrepancy between the interest purportedly leased under this lease and the actual interest owned by the owner of the soil. The Commissioner of the General Land
Office shall be paid the value of the whole production allocable to any undivided interest not covered by a lease, less the proportionate development and production
cost allocable w such undivided interest. However, in no event shall the Commissioner of the General Land Office receive as a royalty on the gross production
allocable to the undivided interest not leased an amount less than the value of one-sixteenth (1/16) of such gross. production.

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

without the prior consent of the owner of the soil.

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

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

oo "*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

writtan somsent of the owner of the soil. .

LE LY ]

“ee” 25. POLLUTION. In developing this area, Lessee shall use the highest degree of care and ail proper safeguards to prevent pollution. Without limiting the
foregoing, pollution of coastal wetlands, narural waterways, rivers and impounded water shall be prevented by the use of containment facilities sufficient to prevent
spillagg.sgepage or ground watsr contamination. In the event of pollution, Lessee shall use all means at its disposal to recapture all escaped hydrocarbons or other
polltgagy 3t shall be responsibie for all damage to public and private properties.. Lessee shall build and maintain fences around its slush, sump, and drainage pits
and tank bagerics so as to protect livestock against loss, damage or injury; and upon completion or abandonment of any well or wells, Lessee shall fill and level all
slush pite arpd cellars and completely clean up the drilling site of all rubbish thereon. Lessee shall, while conducting operations on the leased premises, keep said
premises free of all rubbish, cans, bottles, paper cups or garbage, and upon completion of operations shall restore the surface of the land to as near its original
condition u:d contours as is practicable. Tanks and equipment will be kept painted and presentable.

(E XL LY ]

*  26. REMOVAL OF EQUIPMENT. Subject to limitations in this paragraph, Lessee shall have the right to remove machinery and fixtures placed by
Lessgs o9 de leased premises, including the right to draw and remove casing, within one hundred twenty (120) days after the expiration or the termination of this
lease tinless®the owner of the soil grants Lessee an extension of this 120-day period. However, Lessee may not remove casing from any well capable of producing oil
and gas in paying quantities. Additionally, 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 Lessee

under the terms of this paragraph.

27. (A)' ASSIGNMENTS. Under the conditions contained in this paragraph and Paragraph 29 of this lease, the rights and estates of ecither party to this
lease may be assigned, in whole or in part, and the provisions of this leasc shall extend to and be binding upon their heirs, devisees, legal representatives, successors
and assigns. However, a change or division in ownership of the land, rentals, or royalties will not enlarge the obligations of Lessee, diminish the rights, privileges
and estates of Lesses, 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 Lesses for any purpose until thirty (30) days after the owner of the soil (or his heirs, devisees, legal
representatives or assigns) fumishes the Lessee with satisfactory written evidence of the change in ownership, including the original recorded muniments of title (or 2
certified copy of such original) when the ownership changed because of a conveyance. A total or partial assignment of this lease shall, to the extent of the interest
assigned, relieve and discharge Lesses of all subsequent obligations under this lease. If this lease is assigned in its entirety as to only part of the acreage, the right and
option to pay rentals shall be apportioned as between the several owners ratably, according 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 filea
certified copy of such assignment in the General Land Office before the next rental paying date, the entire lease shall terminate for failure to pay the entire rental due
under Paragraph 3. Every assignee shall succeed to all rights and be subject to all obligations, liabilities, and penalties owed to the State by the original lessee or any

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

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

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

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

(4) a principal stockholder or employee of the corporation which is the owner of the soil; True and Corre ct

(5) a partner or employee in a parmership which is the owner of the soil; copy of
Original filed in

Reeves County
Clerks Offica




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

owner of the soil; or

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

28. RELEASES. Under the conditions contained in this paragraph and Paragraph 29, Lessee may at any time execute and deliver to the owner of the

and place of record a release or releases covering any portion or portions of the leased premises, and dmebymmdenhisleaensmsmhpmﬂonwpomumdbe
relieved of all subsequent obligations as to acreage surrendered. Hmmo{ﬁhmbmwﬂmm&hymuldmmdumkluushaﬂbgmd
bythepmportionthatdtsumdemdma.gebeaxstouumagawhichwamuﬁbymhlmcimme&uzlypﬁumsuhmmdenhoma.mhmmwm
pot relieve Lessee of any liabilities which may have accrued under this lease prior to the surrender of such acreage. ;

29. FILING OF ASSIGNMENTS AND RELEASES. If all or any part of this lease is assigned oc 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 bave been included in this instrument, including the
statement of the true consideration to be paid for the execution of this lease and the rights and duties of the parties. Any collateral agreements concerning the
development of oil and gas from the leased premises which are not contained in this lease render this lease mvalid.

31. FIDUCLARY DUTY. The owner of the soil owes the State a fiduciary duty and must fully disclose any facts affecting the State's interest in the leased
premises. Whenmch::austsofuuomofrhesoi]wnﬂic:wimthoseofmesnw.memaoflhznﬂisobﬁgmdmpmdwsmhmbcfomhhm

interests.

32. FORFEITURE. If Lessee shall fail or refuse to make the payment of any sum within thirty days after it becomes due, or if Lessee or an authorized
agent should knowingly make any false retumn or false report conceming production or drilling, or if Lessee shall fail or refuse to drill any offset well or wells in good
faith as required by law and the rules and regulations adopted by the Commissioner of the General Land Office, or if Lessee should fail o file reports in the manner
required by law or fail to comply with rules and regulations promulgated by the General Land Office, the School Land Board, or the Railroad Commission, or if
Lessee should refuse the proper authority access to the records pertaining to operations, of if Lessee or an authorized agent should knowingly fail or refuse to give
correct information to the proper authority, or knowingly fail or refuse to furnish the General Land Office a correct log of any well, or if Lessee shall knowingly
violate any of the material provisions of this lease, or if this lease is assigned and the assignment is not filed in the General Land Office as required by law, the rights
acquired under this lease shall be subject to forfeiture by the Commissioner, and he shall forfeit same when sufficiently informed of the facts which authorize a
for!ait.u-. and when forfeited the area shall again be subject to lease under the terms of the Relinquishment Act. However, nothing herein shall be construed as
‘waiwing Whe automatic termination of this lease by operation of law or by rcason of any special limitation arising hereunder. Forfeitures may be sct aside and this
leasa 3adeall rights thereunder reinstated before the rights of another intervene upon satisfactory evidence to the Commissioner of the General Land Office of future
corhgljdncd with the provisions of the law and of this lease and the rules and regulations that may be adopted relative hereto.

L]

e ess 33. LIEN. Inaccordance with Texas Natural Resources Code 52.136, the State shall have a first lien upon all oil and gas produced from the area covered
by Ql.li lea#e to secure payment of all unpaid royalty and other sums of money that may become due under this lease. By acceptance of this lease, Lessee grants the
State, in addition to the lien provided by Texas Natural Resources Code 52.136 and any other applicable statutory lien, an express contractual lien on and security
irmr!:insl leased minerals in and extracted from the leased premises, all proceeds which may accrue to Lessee from the sale of such leased minerals, whether such
proceeds are held by Lesses or by a third party, and all fixtures on and improvements to the lcased premises used in connection with the production or processing of
such |€ased minerals in order to secure the payment of all royalties or other amounts due or to become due under this lease and to secure payment of any damages or
loss hasldssor 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
forectosed With or without court proceedings in the manner provided in the Title 1, Chapter 9 of the Texas Business and Commercs Code. Lessee agrees that the
Corpgyssipher may require Lessee to execute and record such instruments as may be reasonably necessary to acknowledge, artach or perfect this lien. Lessee hereby
represents that there are no prior or superior licas 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, thea the Commissioner may declare this lease forfeited as provided

herein.

34. POOLING. Lessee is hereby granted the right to pool or unitize the royalty interest of the owner of the soil under this lease with any other leaschold
or mineral interest for the exploration, development and production of ail 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 requircments stated in Texas Natural

Resources Code 52.152.

35. INDEMNITY. Lessee hereby releases and discharges the State of Texas aEd the owner of the soil, their officers, employees, partmers, 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 expeases which are caused by the
activitics of Lesses, its officers, employees, and agents arising out of, incidental to, or resulting from, the operations of or for Lessez on the leased premises
hereunder, or that may arise out of or be occasioned by Lessee's breach of any of the terms or provisions of this Agreement, or by any other negligent or strictly liable
act or omission of Lessee. Further, Lesses hereby agrees to be liable for, exonerate, indemnify, defend and hold harmless the State of Texas and the owner of the 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 Lesses’s operations or any other of Lesses’s activities on the leased premises; those arising from
Lesses's use of the surface of the leased premises; and those that may arise out of or be occasioned by 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 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 connecticn with the activities of Lessee, its officers,
employees, and agents as described above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF THE INDEMNITY OBLIGATIONS
AND\OR LIABILITIES ASSUMED UNDER THE TERMS OF THIS AGREEMENT SHALL BE WITHOUT LIMITS AND WITHOUT REGARD TO
THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXISTING CONDITIONS), STRICT LIABILITY, OR THE NEGLIGENCE OF ANY PARTY
OR PARTIES (INCLUDING THE NEGLIGENCE OF THE INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE BE SOLE, JOINT,

CONCURRENT, ACTIVE, OR PASSIVE.
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36. ENVIRONMENTAL HAZARDS. Lessee shall use the highest degree of care and all reasonable safeguards to prevent contamination or pollution of
any environmental medium, including soil, surface waters, groundwater, sediments, and surface or subsurface strata, ambient air or any other eavironmenta| medium -
in, on, or under, the leased premises, by any waste, pollutant, or contaminant. Lessee shall not bring or permit to remain on the leased premises any asbestos piade
containing materials, syplosives, toxic materials, or substances regulated as hazardous wastes, hazardous materials, hazardous substances (as the term
Substance™ is defined in the Comprehensive 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 commeonly used in connection with oil and gas
exploration and development operations and stored in the usual manner and quantities. LESSEE’S VIOLATION OF THE FOREGOING PROHIBITION
SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND
DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST ANY CLAIMS, DAMAGES, JUDGMENTS, PENALTIES,
LIABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS' FEES AND COURT COSTS) CAUSED BY OR ARISING OUT OF maA
YIOLATION OF THE FOREGOING PROHIBITION OR (II) THE PRESENCE, RELEASE, OR DISPOSAL OF ANY HAZARDOUS MA ON.
UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE’S OCCUPANCY OR CONTROL OF THE LEASED PREMISES. LESSEE SI‘LLLL.
CLEAN UP, REMOVE, REMEDY AND REPAIR ANY SOIL OR GROUND WATER CONTAMINATION AND DAMAGE CAUSED BY THE
PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE’S
OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITH THE REQUIREMENTS OF APPLICABLE LAW. THIS
INDEMNIFICATION AND ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE ACTIONS UNDERTAKEN
PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IMMEDIATELY GIVE THE STATE OF
TEXAS AND THE OWNER OF THE SOIL WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS PARAGRAPH, UPON
LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY GOVERNMENTAL
AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBLIGATIONS OF LESSEE
HEREUNDER SHALL SURVIVE THE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF THIS AGREEMENT.

37. APPLICABLE LAW. This lease is issued under the provisions of Texas Natural Resources Code 52,171 through 52.190, commonly known as the
Relinquishment Act, and other applicable starutes and amendments thereto, and if any provision in this lease does not conform to these statutes, the statutes will
prevail over any nonconforming lease provisions. .

38. EXECUTION. This oil and gas lease must be signed and acknowledged by the Lessee before it is filed of record in the county records and in the
General Land Office of the State of Texas. QOnuce 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
Clgrkjfl 4Gy 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
effeftivk®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
TexaeN Resources Code 52.133. Additionally, this lease shall not be binding upen the Statz unless it recites the actual and true consideration paid or promised
for executton of this lease. The bonus due the State and the prescribed filing fes shall accompany such certified copy to the General Land Office.

*Seﬁ Exiligit "%" attached for_ additional lease provisions, signatures and
ackmowledgments. e
.o \/&’ /{jm/
S mmas LESSEE P
o BY:
.:"'E TITLE: )
-:0005 DATE: 7ﬁ-‘7dl
STATE OF TEXAS STATE OF TEXAS
BY: BY:

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

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

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

Date:

Date:

- True and Correct
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*.:‘ N _ copy of
\ /) Original filed in
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Clerks Office



STATE OF (CORPORATION ACKNOWLEDGMENT)
COUNTY OF. '

BEFORE ME, the undersigned anthority, oa this day personally appeared ..
known to me to be the person whose name is subscribed to the foregoing instrument, s of

udachmwldgedwmemnh::xmdmgm ;
r«mmmwmmmhummuumnmmumw

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
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
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
e o
L L
. a0 .=
sese Notary Public in and for
.
LL] .

-

STATEUR

CORTX.OF

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

(INDIVIDUAL ACKNOWLEDGMENT)

.
kno%@ 10 me to be the persons whose names are subscribed to the foregoing instrumeat, and acknowledged to me that they executed the same for the purposes and
consideratign therein expressed.

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

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

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

, 19 -

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

Notary Putlic in and for

s True and Correct
RN copy of
| (ﬂ‘»‘l’f\ ) Original filed in
3 Reeves County
Clerks Office




“EXHIBIT A”

Attached to and made a part of Oil and Gas Lease
dated August 19, 1998 by and between Julian Wade Meeker, Daniel Hill Meeker and Lawrence -
Hill Meeker, Trustees UWO J. R. Meeker for Lifetime Benefit of L. H. Meeker, as
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 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 owner of the
soil’s property 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 premi'ses 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.

. o8

*2.° « Notwithstanding any other provisions of this lease to the contrary, it is expressly understood and agreed that Lessee will not
o2 2o pollute any water aquifers or fresh water in, upon or under the leased premises, and Lessee agrees to notify the owner of the soil

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

.g'. "Lessce further agrees to maintain all drill sites and other portions of the surface used or occupied by Lessee, its successors or
a;swns free and clear of weeds and noxious vegetation and will maintain the same in a reasonable manner to prevent additional

*%**8mage to owner of the soil’s other land and crops.

L]

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

* t#hk batteries to protect livestock against loss, damage or injury; and upon completion or abandonment of any well or wells,

.:..L?ssee 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.

/ jéx //4/%/ ///«///%é

Julian Wade Mee , Trustee UWO J. R. Daniel Hill Meeker, Trusteg UWO J. R——
Meeker for L1fe e eneﬁ of L. H. Meeker Meeker for Lifetimg Benefit of L. H. Meeker

Date: A ? / Date: 4/ 4 d)( 40’

IRwrence Hill Meeker, Trustte UWO J. R. True and Correct

Meeker for Lifetime Bepefit of L. H. Meeker . quy _Of :
/ Original filed in
; Reeves County

Date: 41] (/7 Clerks Office




STATE OF TEXAS §

COUNTY OF “Jart&nty

Before me, the undersign_ed authority, on this day personally appeared Julian Wade Meeker, Trustee UWO J. R. Meeker,
for Lifetime Benefit of L. H. Meeker known to me to be the persons whose names are subscribed to the foregoing instrument, and
acknowledged to se that they executed the same for the purposes and cgnsideration therejn expressed.

punder, gydhand al this the /g

So0SLO 0“‘9

v NATASHAJ.LYMAN

.--;>" 0 25N Hie]
/_ NOTARY pPUB
IR }1 STATE OF TEXAS
Iin_ u,lz My Comm. Exp. 10-31-98

'\a:' no

STATE OF TEXAS §
COUNTY OF Tewrant g
Before me, the undersigned authority, on this day personally appeared Daniel Hill Meeker, Trustee UWO J. R. Meeker.,

for Lifetime Benefit of L. H. Meeker 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 thwoses and consideratin therein expressed.

AAJ LYHAN
KY PUBLIC ﬁ
s (.)"‘ TEXAS
WA M, Comm. Exp. 10-31-98

A_.Q

L .
e

STABEOF TEXAS  §

COUNTY OF (ar7ant §

: : Before me, the undersigned authority, on this day personally appeared Lawrence Hill Meeker, Trustee UWO J. R.
“§redfder. for Lifetime Benefit of L. H. Meeker 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 consjderation therein expressed.

@Xiﬁﬂﬁf sgal his the __M

oo

I

Y £ . *\ OTARY PUBLIC

‘(&Q 7 )i Smil—_OthXAS
{ - "“ﬁ’ My Comm. Exp. 10-31-98
iy

09?0000000

COUNTY OF MIDLAND §

u. %
ity r’“

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

Given under my hand and seal this the 2-3 day of Sﬂw\ , 1998,

Notary Public in and for T<&x&eD>

§ f~\ MONICA MARLOWE
LS AR o
S50 5% 'NOTARY PUBLIC
b A 4 State of Texas
Comm. Exp. 10-30-29

o doal
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copy of
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-";@:*
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' General Land Office

Relinquishmat Act Lease Form
Revised, September 1997

day of August 1o 98 mmeSmofTaﬂ.ldngbyndm i
ps 1983 Tru PhiTip J. Boschetti and John L. Marig‘ﬁ?

of_
erry Yeet, suite 1o00, FOrt Worth, Texas /6102 =5 goners
(Give Permanent Address) -
herein referred to as the owner of the soil (whether one or more), and Clay Johnson
203 W, -Wall, Snite R0OO0 of
Midland, Texas 79701
(Give Permanent Address)
hereinafter called Lesses, - siaze

1. GRANTING CLAUSE. For and in consideration of the amounts stated below and of the covenants and agreemen's (0 be paid, kept and performed by
Lessee under this lease, the State of Texas acting by and through the owner of the soil. hereby grants, leases and lets unto Lesses, for the sole and only purpose of
prospecting and drilling for and producing oil and gas, laying pipe lines, building tanks, storing oil 2nd building power stations, telephone lines and other souctures
thfcn:ﬂn.mpmdum,mhkemoﬂmndmponsddpmdumofmﬂme. the following lands situated in Reeves County, State
of Texas, to-wit '

The South 122.5 acres of the E/2 of Section 31, BLock 56, PSL Survey.

w“ﬁﬁiﬁl; 122'5m=.moreoﬂ=s. Thebonmconsid:mﬁunpaidfnrmjstn.seisasfoilm
y Tothe State of Texas: Five Hundred Ten and 42/100-=—==-——c—cmemmcmmmm e mm e
o0, Dellars (S 810.42 )
. Tothe ownerofthe soil: Five Hundred Ten and 42/100———— e
g Dollars (3 510.42 )
o Total bonus consideration__One _Thousand Twenty and 84/100-——————c—--coooooo——— o
bk Dollars (5 1:020.84 i,
Thchd%nummidmﬁonpﬁdmmu.bomgf Fifty and No/l100-——————————— e ——
Doilars (S 50.00 ) perace,on _20,4]17 netacees.
z TERM. Subject to the other provisions in this lease, this lease shall be for at=mof __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 quantities fom said land.
As used in this lease, the term "producsd in paying quantides” means that the receipts Som the sale or other authorized commercial use of the substancs(s) coversd
exczzd out of pocket operational expenses for the six menths last past.

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

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

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




4. PRODUCTION ROYALTIES. Upen production of oil and/or gas, Lesses ::;n:-es to pay or cause 10 be paid one-half (1/2) of the oyalyy
provided for in this lease to the Commissioner of the General Land Office of the Stat= of Texas, ar Austin, Texas, and one-half (1/2) of such royalty to uWor
the soil: .o

(A) OLL. Royalty payable on oil, which is defined as including all hydrocarbons produced in a liquid form az the mouth of the well and alsg 35 an

condensate, distillate, and other liquid hydrocarbens recoversd fom oil or gas run through 2 separator or other equipment, as hereinafter provided, shall be
3/ 16 part of the gross production or the market value thersof, at the opticn of the owner of the soil or the Commissioner of the

General Land Offics, 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, respectiwgly, of a like type and gravity in the general arca where produced and when run, or 2) the highest markst prics thereof offersd or paid in the
general area where produced and whea run, or 3) the gross procesds of the sale thereof, whichever is the greater. Lesses agress that before any gas produced 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 mdmwrutmnvmﬁgmmw
other equipment at least as cfficient, so that all liquid hydrocarbons recoverable from the gas by such means will be recoversd. The requircment that such 8as be um
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) abave, produczd from any well on said land (except as provided herein with respect to gas processed in a plant for the extraction of o
gasoline, liquid hydrocarbons or other products) shail be 3/1 part of the gross production or the market value thereof, at the option of the
owner of the soil or the Commissioner of the Gezeral Land Offics, such value o be based on the highest market prics paid or offerzd for gas of comparable quality in
the general area where produced and whea run, or the gross price paid or offered to the producsr, whichever is the greater; provided that the maximum pressure hase
in measuring the gas under this lease shail not at any time excesd 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
mest approved method of testing being used by the industry at the time of testing.

< PROCESSED GAS. Royaity on any gas procsssed in a gasoline plant or other plant for the recovery of gasoline or other liquid hydrocarbons
shall be 3/16 part of the residue gas and the liquid hydrocarbons exzactzd or the market value thereof, at the opticn of the
owner of the soil or the Commissioner of the General Land Office. All royalties due hersin shall be based on one hundred perceat (100%) of the total plant
preduction of residue gas acributable to gas produced fom this lease, and on fifty percent (50%), or that percent accruing to Lesses, whichever is the zreater, of the
total plant production of liquid hydrocarbons amributable to the gas produced from this lease; provided that if liquid hydrocarbons are recoversd Som gas procassed
in a plant in which Lessee (or its parent, subsidiary or affiliate) owns an interest, then the perceatage applicable w liquid hydrocarbons shall be fifty: percenr (50%) or
the hightst percent acsruing to a third party procsssing gas through such plant under a procsssing agresment acgodated at arm's length (or if thers is no such third
parfy, Bfs highest percent then being spezified in procsssing agrssments or contracts in the industry), whichever is the greater. The respective royalties on residue zas
and &g Mquid hydrocarbons shall be dezermined by 1) the highest marks=t price paid or ozr=d for any gas (or liquid hydrocarbons) of comparable quality in the
ger®al afea, or 2) the gross prics paid or offered for such residue gas (or the weighted average gross selling prics for the respestive grades of liquid hydrocarbons),
whichever is the greater. In no event, however, shall the royalties payable under this paragraph be less than the rovalties which would have be=a due had the gas aot

be.m-;roc‘csscd.
eee e
« (D) OTHER PRODUCTS. Royaity on carbon black, sulphur or any other products produced or manufacrursd Som (excepting liquid hydrocarsons)
WhES? &iid 3as be “casinghead,” “dry,” or any other Z2s, by factionating, buming or any other procsssing shall 3¢ 16 partaf t=e

grosg production of such products, or the markst valus thereof, at the opdon of the owner of the soil or the Commissioner of the General Land Offics, such markst
value to be determined as follows: 1) on the basis of the highest markez prics of each product for the same month in which such product is produced. or 2) on :..‘tc
bh.i.’ he average gross sale prics of sach product for the same month in which such products are produced; whichever is the greater.

ssssss 5. MINIMUM ROYALTY. During any year after the expiration of the primary term of this lease, if this lease is maintained by production, the royaites
paid und?s this lease in no event shall be less than an amount equal to the total annual delay rental hersin provided; otherwise, there shail be due and pa‘yab[e anor
before the last day of the month succe=ding the anniversary date of this lease a sum equal 0 the total annual rental less the amount of royalties paid during the

precading year. HParsgraphS-ofthisieascdecsnotspesifica-delayrental amouny, then for the purposes of this paragraph, the delay reatal amount shall be one
dollar (S1.00) per acre.

6. ROYALTY IN KIND. Nocwithstanding any other provision in this lease, at any time or fom time to time, the owner of the soil or the Cammissior}ﬂ
of the General Land Office may, at the option of sither, upon not less than sixty (60) days aotics to the holder of the lease, require that the payment of any royalties
acsruing to such royalty owner under this lease be made in kind. The owner of the soil's or the Commissicner of the General Land Offics's right to take its @Yﬂ?:
kind shall not diminish or negate the owner of the soil's or the Commissioner of the General Land Office’s rights or Lesses's obligations, whether express or implic
under this [ease.

7. NO DEDUCTIONS. Lesses agress thar all royalties accruing under this lease (including those paid in kind) shall be without deduction for the cost of
producing, gathering, storing, separating, treating, dehydrating, compressing, procsssing, ransporting, and otherwise making the oil, gas and other producs
herzunder ready for sale or use. Lesses agre=s 1o compute and pay royaities on the zross value received, 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 fuel us:‘d :l:cii
procass 3as producsd hereunder in any procassing plant. Notwithstanding any other provision of this lease, and subject to the writtsn consent of the owne? of a"tfns
and the Commissioner of the General Land Otfics, Lesses may recycle 3as for 2as lit purposes on the leased premises or for injection into any oil or 228 p!mdl:c. 3
formation underiying the leased premises asr the liguid hydrecarbens contined in the gas have besn removed; no royaities shall be payabic on the recycied 325
until it is producsd and scld or used by L=sse= in 3 manner which eatitles the royalty owness 10 1 royalty under this lease.

9. ROYALTY PAYMENTS AND REPCRTS. All rovaltics ot taken in kind shall ¢ paid to the Commissioner of the General Land Office af Ausin.
Texas, in the foilowing manner:
O e Yt g il is cue
Payment of royalty on production of oil and gas shall be as provided in the rules set forth in the Texas Register. Rules currsntly provide that my:lry'or;u;l;n
and must be reczived in the General Land Offics on or before the Sth day of the second menth sucss=ding the month of production, and royaity on gas is uvil of the
must be recsived in the General Land Offics on or besore the 15th day of the second month sucz=2ding the month of production, accompanied by the Jﬁ-.qa-csi:jcn of
owner, managsr or other authorized agzat, completed in the form and manner pressribed 3y the Geaeral Land Offics and showing the gross amount and dls;isacsiticn
all oil and gas producsd and the markst value of the oil and 3as. together with 2 copy of all documents, records or repors confirming the zross production. 4isP



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

LN
L L
o @

-
Sssess
. .



; and market value including gas meter readings, pipeline receipts, gas line receipts and other checks or memoranda of amount produced and put into pipeu,,u‘ tan}

or pools and gas lines or gas storage, and any other reports or records which the Geaeral Land Office may require to verify the gross production, disposition and
market value. In all cases the authority of a manager or agent to act for the Lessee herein must be filed in the General Land Office. Each royalty Payment shal] 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 bein
paid on cach lease. If Lessee pays his royalty on or before thirty (30) days after the royalty paymeat was due, then Lesses owes a penalty of 5% on the royaity or E
525.00, whichever is greater, A royalty payment which is over thirty (30) days late shall accruc a penalty of 10% of the royalty due or $25.00 whichever is greater
In addition to a penalty, royaltics shall accrue interest at a rate of 12% per year; such interest will begin accruing when the royalty is sixty (60) days overdye. X

- Affidavits and supporting docyments which are not filed when due-shail incur a penalty in an amount set by the General Land Office administrative rule which is

effective on the date when the affidavits or supporting documents were due. The Lesses shall bear all respensibility 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 13
nor act 1 postpone the dt 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 portbn of the royaity in dispute as to fair markst value. i .

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 fumish said Commissioner with copies of all contraces under
which gas is sold or processed and all subsequent agresmemts and amendments to such contracts within thirty (30) days after entering into or making such co,
agreements or amendments. Such contracts and agreements whea recsived by the General Land Office shall be beld in confidence by the General Land Offics unless
otherwise authorized by Lessee. All other contraces and records pertaining to the production, transportation, sale and marketing of the oil and gas produced on said
premises, including the books and accounts, recsipts and discharges of all wells, tanks, pools, metzrs, and pipelines shall at all times be subject 1o inspection and
examination by the Commissicner of the General Land Offics, the Antormney General, the Govemer, or the representative of any of them. -

(B) PERMITS, DRILLING RECORDS. Written notice of all operations oa this lease shall be submitzed to the Commissioner of the General
Land Cffice by Lessce or operater five (5) days before spud date, workover, re-ntry, temporary abandonment or plug and abandonment of any well or wells. Such
written notics to the General Land Offics shall include copies of Railroad Commission forms for applicaticn to drill. Copies of well tests, completion reports and
plugging reports shall be supplied to the General Land Offics at the time they are filed with the Texas Railroad Commission. All applications, permits, reports or
other filings that referencs this lease or any specific well on the leased premises and that are submitizd to the Texas Railroad Commission or any other govemnmental
agency shall include the word "State” in the title. Additionally, in accordance with Railroad Commission rules, any signage on the leased premises for the purpose of
identifying wells, tank baneries or other associzted improvements to the land must al<o include the word "State.® Lessee shall supply the Geaeral Land Office with
any records, memoranda, accounts, reports, cuttings and cores, or other informaticn relative to the operation of the above-described premises, which may be
requested by the General Land Offics, in addition to those herein expressly provided for. Lasses shall have an electrical and/or radicactivity survey made on the
bore-hole section, from the bass of the surfacs casing 1o the total depth of well, of all wells drilled cn the above described premises and shall transmit a true copy of
the,l8g ®F gach survey on each well to the General Land Office within fifteen (15) days after the making of said survey.
* o0

o e (C) PENALTIES. Lesses shall incur a penalty whenever reponts, documeats or other materials are not filed in the Geacral Land Offics when
due.eFhe penalty for late filing shall be set by the General Land Offics administrative rule which is effective on the dats when the matzrials were due in the C-c;nq?.l
Land ©ffice. e

®esee”’ll. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If during the primary term hereof and pricr to discovery and production
of oil or ggs on said land, Lesses should drill a dry hole or holes thereon, or if during the primary term hereof and after the discovery and actual producticn of il or
ga® FeM®fc leased premises such production thereof should cease from any cause, this lease shall not terminate if on or before the expiration of sixty (60) days from
date of completion of said dry heole or cessation of producticn Lesses commencss additional drilling or rewerking operations thereon, or pays or tenders the next
annual delay rental in the same manner as provided in this lease. If, during the last year of the primary term or within sixty (60) days prior thersto, a dry hole bc
<o and abandened, or th= producticn of oil or gas should cease for any cause, Lesses's rights shall remain in full force and effect without further operations
unaf the ekpiration 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
leags by;ﬁnduc:ing additicnal drilling or reworking operations pursuant to Paragrach 13, u.;ing the expiration of the primary term as the date of cessation of
productiofl under Paragraph 13. Should the first well or any subsequent well drilled on the above described land be completed as a shut-in oil or gas well within the
primary term herzof, Lesscs may resume paymeat of the annual reatal in the same manner as provided hersin on or before the rental paying dats following the
expiration of sixty (60) days from the date of completicn of such shut-in oil or gas well and upon the failure to make such paymeant, this lease shall ipso fac.to
terminate. 1f at the expiration of the primary term or any time thereafter a shut-in oil or gas we!l is located on the leased premises, payments may be made in
accordancs with the shut-in provisions hersof.

12. DRILLING AND REWORXKING AT EXPIRATION OF PRIMARY TERM. If, at the expiration of the primary term, neither oil nor gas is being
producsd on said land, but Lesses is then engaged in drilling or rewcrking operations thereon, this lease shall remain in fores so long as operations on said well o for
drilling or reworking of any additional we!l are prosecuted in good faith and in- workmanlike manner without intzrruptions totaling more than sixty (60) ?ays during
any one such operation, and if they result in the production of oil and/or gas, so long therzafter as oil and/or gas is producsd in paying quantities from said land, or
payment of shut-in oil cr gas well royalties or compensatory royalties is made as provided in this lease.

13. CESSATION, DRILLING, AND REWORXING. If, after the expiration of the primary term, preducticn of oil or gas from the leased premises, after
oncs obuained, should czase from any cause, this lease shall not terminats if Lesses commencss additional drilling or reworking operations within sixty (69) days
after such cessation, and this lease shall remain in full force and effect for so long as such operations continue in geod 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 Jease shall remain in full force and
cffect for so long as oil or gas is produced from the leased premises in paying quantities or payment of shut-in il 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 completicn of a well as a dry hole, the [e:.s:: 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 ﬂ“.ls lease
shall remain in effect so long as Lesse= continues drilling or reworking operations in good faith and in a workmanlike manner without interruptions totaling mer=
than sixty (60) days. Lessee shall give written notice to the General Land Orfics within thirty (30) days of any cessaticn of production.

14. SHUT-IN ROYALTIES. For purposes of this paragraph, “well® means any well that has bezn assigned a well number by the state agency 7.‘-3"‘“25
Jurisdiction over the preduction of oil and gas. If, at any time aftzr the expiration of the primary tem of a lease that, until being shut in, was being maintained ..t'l_’:ir
force and =ffe<t, 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 l-ack c:ufs::u
production facilities or lack of a suitable market, then Lesscz may pay as a shut-in oil or gas royalty 2n amcunt equal to double the annual reatal provided in tae
lease, but not less than §1,200 a vear for cach well capable of producing oil or 235 in paying quantitics. 4
armeunic-then {or the purposcs of this paragraph, the delay reatal amount shall be one dellar (51.00) peracre. T

- " =
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o be effective, sach initial shut-in cil or gas royaio
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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 days
after Lzssee completes a drilling or reworking operation in accordance with the leass provisions; whichever date is latest. Such payment shall be made m.h,h?(m

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

15. COMPENSATORY ROYALTIES. If, during the pericd the lease is kept in effect by 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 completzd in the same producing reservoir, or in any
case in which drainage ‘s occurring, the right o continue to maintain the lease by paying the shut-in oil of gas royalty shall czase, but the lease shall remain efective o
for the remainder of the year for which the royalty bas been paid. The Lesses may maintin the lease for four more sucssssive years by Lesses paying compensare, N
royalty at the royalty rate provided in the Jease of the market value of production from the well causing the drainage or which is completzd in the same producing ¥
reservoir and within one thousand (1,000) fect of the leased premises. The compensatory royalty is to be paid monthly, one-half (1/2) 10 the Commissioner of the
Ceneral 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 js
produced from the well causing the drainage or that Is completzd 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 peried is in an amount less than the annual shut-in oil or gas royalty, Lesses shall pay an amount equal to the
difference within thirty (30) days from the end of the 12-month peried. Compensatory royalty payments which are not tizely paid will accrue penalty and interes n
accordance with Paragraph 9 of this lease. None of these provisions will relieve Lessee of the obligation of reascnable development ner the obligation 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 written approval, the .

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

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

(A) VERTICAL. In the event this lease is in force and effect two (2) years after the expiration date of the primary or exteaded temm it shall then terminate
as to all of the leased premises, EXXCEPT (1) 40 acres surrounding each oil well capable of proeducing in paying quantities and 320 acses 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 weil upon which Lesses is then engaged in
continuous drilling or reworking operations, or (2) the number of sczes included in a producing pecled unit pursuant to Texas Namral Resources Code  52.151-
52.153, or (3) such greater or lesser number of acres as may then be allocated for production purposes to a preration unit for each such producing well under the rules
and®g8%yons of the Railroad Commission of Texas, or any succsssor agency, or other governmental authority having jurisdiction. If at any time after the effective
dats ®f ® pantial termination provisicns bereof, the applicable field rules are changed or the well or wells located thereon are reclassified 50 that less acreage is
l-hc.. located to said well or wells for production purposes, this lease shall thereupen terminazz as 10 all acreags not therzafter allocated to said well or weils for
prodmetionspurposes. Norwithstanding the terminaticn of this lease as o a portion of the lands covered hereby, Lesses shall neventheless continue to have the right of
ingress to and zzress from the lands still subject to this lease for all purposes described in Paragraph | hereof, together with easements and rights-of-way for cxisting
roads gxisting pipelines and other existing facilities on, over and across all the lands described in Paragraph | hereof (“the retained lands®), for access to and from the

reudflge,afds and for the gathering or ransportation of oil, 2as and other minerals producsd from the retined lands.
!

. X
¢$¢**{B) HORIZONTAL. In the cvent this lease is in forcs and effect two (2) years after the expiration date of the primary cr extended term it shall further
terminate as to all depths below 100 fest below the total depth driiled (hereinafter "desper depths”™) in cach well located on acreage retained in Paragraph 16 (A)
above, un]sss on or before two (2) years after the primary or extended term Lesses pays an amount sgual to one-hbalf (1/Z) of the bonus originally paid as
conside mien 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
termihatior 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 dezper depths

cov;':.-d.;w?.his lease. -

(C) IDENTIFICATION AND FILING. The surface acreage retained hereunder as to each well shall, as nearly as practical, be in the form of a square with
the well located in the center thereof, or such other shape as may be approved by the Commissioner of the Gencral Land Offics. Within thirty (30) days after partial
termnination of this lease as provided herein, Lessee shall exscutz and recerd a release or relenses containing a satisfactory legal description of the acreage and/er
depths not retained hereunder, The recorded release, or a certified copy of same, shall be filed in the General Land Offics, accompanied by the filing fes prescrived
by the General Land Office rules in effect on the date the release is filed. If Lesses fails or refuses to execute and record such release or releases within ninety (90)
days after being requested to do so by the General Land Offics, then the Commissioner at his sole discretion may designate by written instrument the acreage and/or
depths to be released hersunder and record such instrurnent at Lesses's expense in the county or counties where the lease is located and in the official records of the

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

17. CFFSET WELLS. Neither the bonus, delay rentals, nor reyaltics paid, or to be paid, under this lease shall relieve Lesses of his obligation to protect
the oil and gas under the above-described land from being drained. Lesses, sublesses, recsiver or other agent in contrel of the leased premises shall drill as many
wells as the facts may justify and shall use appropriate means and drill to a depth necessary to prevent undue drainage of oil and gas from the leased premises. In
addition. if oil and/or gas should be produced in commercial quantities within 1,000 fest of the leased premises, or in any case where the leased premises is being
drained by production of oil or zas, the Lessez, sublesses, recsiver 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 cbligation may subject this lease and the owner of the
soil's agency rights to forfeiture. Only upen the determination of the Commissioner of the General Land Office and with his writiea approval may the paymeat of
compensatory royalty under applicable statutory parametzrs satisfy the obligation to drill an offset well or wells r=quired under this paragraph.

18. FORCE MAJEURE. If] after a good faith effort, Lesses is prevented from complying with any express or implied covenant of this lease, from
conducting drilling operations cn the lecased premises, or from producing oil or gas from the leased premises by reason of war, rebellion, riots, swikes, acts of God, oi
any valid order, rule or regulation of government authority, thea while 50 prevented, Lesses's abligaticn to comply with such covenant shall be suspended and Lessec
shall not be liable for damages for failure to comply with such covenants; additionally, this lease shall be extended while Lzsses is prevented, by any such cause,
from conducting drilling and reworking operations or from producing il or gas from the leased premises. However, nothing in this paragraph shall suspend the
payment of delay rentals in order to maintain this lease in effect during the primary term in the absence of such drilling or rewerking operations or pro

or gas.

duction of oil
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‘ 19. WARRANTY CLAUSE. The owner of the soil wamrants and agrees to defend title to the leased premises. If the owner of the soil defaults in
payments owed on the leased premises, then Lessee may redeem the rights of the owner of the soil in the leased premises by paying any mortgage, taxes or other liens
on the leased premises. If Lessee makes payments on behalf of the owner of the s0il under this paragraph, Lesses may recover the cost of these Payments from the
rental and royalties due the owner of the soil.

20. (A) PROPORTICNATE REDUCTION CLAUSE. If the owner of the soil owns less than the entire undivided surfacs estare 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 shal] be Ppaid 1o him
in the proportion which his intzrest bears to the entire undivided surfacs estate and the royalties and rental herein provided to be paid to the Commissioner of the
General Land Office of the State of Texas shall be lixewise proportionately reduced. However, before Lesses adjusts the royalty or rental due to the Commissioner of
the General Land Cffice, Lessee or his authcrized represeatative must submit to the Commissioner of the General Land Office a wnu:n statzment which explaing the
discrepancy berweea the {nterest purportedly leased under this lease and the actual intzrest owned by the owner of the soil. The Fonumssxoner of the General Lang
Office shall be paid the value of the whole producticn allocable to any undivided intzrzst not coversd by a lease, less the proportionats development and production
ccst allocable to such undivided interest. However, in no event shall the Commissioner of the General Land Offics reczive as a royalty on the gross production
allocable to the undivided interest not leased an amount less than the value of one-sixteznth (1/16) of suci 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 been approved by the School Land Board and the owner of the scil in accordance with Namral Resources Code Sections 51151—52.154, or
If, at any time after the expiration of the primary term or the extznded term, this lease covers a lesser number of acres than the total amount d:sc:jbcd herein,
paymeats that are made on a per ace basis hercunder shall be reducsd according to the number of acres pooled, released, surrendered, or otherwise severed, so that
paymeats detzrmined 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 CF WATER. Lessee shall have the right to use water producsd on said land necessary for opcnnion_s 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,
livesteck and crops on said land.

.

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

*¢®*24. WELL LOCATION LIMIT. No well shail be drilled nearer than two hundred (200) fezt to any house or bam now on said premises without the

writ?n 8nsent of the owner of the soil.

R -
** 95 PCLLUTION. In developing this area, Lesse= shall use the highest degree of car= and all proper safeguards to prevent pellution. Without lifiting the
forezding, pollution of coastal wetlands, natural waterways, rivers and impounded water shall be preventsd by the use of containment facilities sufficient to prevent
spiﬁllgn $cepage or ground wat~r contamination. In the event of pollution, Lessee shall use all means at its disposal to recapture .a.I[ escaped hyd:oca.rbo!'ns or ct?::r
poliwantand shail be responsibie for all damage to public and private properties.. Lessee shall build and maintaia fences around its slush, sump, and drainage pits
and tank batteries so as to protect livestock against loss, damage or injury; and upon completicn or abandonment of any well or wells, Lessee shall fill and lqvef all
slu8® Bit"dnd cellars and completely clean up the drilling site of all rubbish thereon. Lessee shall, while conducting operations on the leased premises, keep said
premiges free of all rubbish, cans, bottles, paper cups or garbags, and upon completion of operations shall restore the surface of the land to as near its original
condition gnd contours as is practicable. Tanks and equipment will be kept painted and presentable. o

*seewe
:26. REMOVAL OF EQUIPMENT. Subject to limitations in this paragraph, Lesses shall have the right to remove machinery and ﬁxtm:-s pl'aczd by ¢
Lesses on #he leased premises, including the right to draw and remove casing, within one hundred twenty (120) days after the expiration or the termination eN_us 4
lease unless the owner of the soil grants Lzsses an extension of this 120-day period. However, Lessze may not remove casing from any we!l capable of producing oil
and gas in paying quantities. Additionally, Lessee may not draw and remove casing until after thirty (30) days written notics to the Commissioner of the General
Land Offics and to the owner of the scil. The owner of the zoil shall become the owner of any machinery, fixtures, or casing which ars not timely removed by Lesses

under the terms of this paragragh.

27. (A) ASSIGNMENTS. Under the conditions contained in this paragraph and Paragraph 29 of this !case, the rights and estates of cithe'r party to this
lease may be assigned, in whole or in pary, and the provisicns of this lease shall extzad 1o and be binding upon their heirs, devisess, Ie'gal' errasent_auves. s'm_:c:ssor!
and assigns. However, a change or division in ownership of the land, reatals, or royaities will nct enlarge the obligations of Lesses, diminish the rights, privileges
and estates of Lesses, impair the effectiveness of any payment made by Lesses or impair the effectiveness of any act performed by u__e.se:. 4.nd no change of ﬂ
division in ownesship of the land, rentals, or royalties shall bind Lzssez for any purpose until thirty (G0) days after the owner o_f the scil (or his hcu:s. devisees, leg
represeatatives or assigns) furnishes the Lessee with satisfactory written evidence of the change in aw:.:cuhi!). including tt.:c original recorded muniments o_f tite (or 2
certified copy of such original) when the ownership changed because of a conveyance. A total or pastial assignment of this lease shall, to the extent of the interest .
assigned, relicve and discharge Lesses of all subsequent obligations under this lease. If_lhxs lease is assigned in its entirsty as to only part of the acreage, :l3= r;‘;ht :}
option to pay rentals shall be apportioned as between the several owners ratably, according o the arsa of each, and failure b;_f one or more of thc.-'n to pay his s aé]: .
the rental shall not affect this lease on the part of the land upon which pro rata rentals are timely paid or tendered; howevet". if the assignor or assignee df:cs not .
czriified copy of such assignment in the General Land Office before the next rental pay'mg daLe._ the entire lease shall terminate for failure to pay tlfs‘entm: rental a:
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 orany

pricr 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 s0il acquires this lease in whole or in pat by
assignment without the prior written agproval of the Commissioner of the General Land Offics, this lease is void as of the time of assignment and the agency power

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

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

(3) a parmership in which the owner of the soil is a partmer or is an :mploy== of such a_p.ﬂ.rm:::l—.ip;

(4) a principal stockholder or employes= of the corporation which is :he‘ owner of the soil;

(5) a partner or employes in a partnership which is the owner of the seil; _
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.

(6) a fiduciary for the owner of the soil; including but not limited 10 a guardian, trustee, exccutor, administrator, receiver, of conservalor for i
owner of the soil; or €
(7) a family member of the owner of the 50il or related to the owner of the soil by marriage, blood, or adoption.

23. RELEASES. Under the conditions zoatained in this paragraph and Paragraph 29, Lessee may at any lime exscute and deliver to the owner of the soj]
and place of record a release or releases covering any portion or portions of the leased premises, and thereby surrender this lease as to such portion or portions, angd ;,e
relicved of all subsequent obligations as to acreage surrendered. If any part of this lease is properiy surrendered, the defay rental due under this lease shall be reduced
by the proportion that the surrendered acreage bears to the aceage which was covered by (s lexes immediately prior to such surréader; however, such release wij)
not relieve Lessee of any liabilities which may have accrued under this lease prior to the surrender of such acreage. .

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

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

31. 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 payme::t of any sum within thirty da; = after it becomes due, or if Lesses or an authorized
agent should knowingly maks any false return or false report conczming productica or drilling, or if Lessee shall fail or refuse to 2511 any offset well or wells in good
faith as required by law and the rules and regulations adopted by the Commissioner of the General Land Offics, or if Lesse= should fail to file reports in the manner
required by law or fail to comply with rules and regulations promulgated by the General Land OfSies, the School Land Board, or the Railroad Commission, or if
Lesses sheuld refuse the proper authority access to the records pertaining to operations, or if Lesses or an authorized agsnt should knowingly fail or refuse to give
correct information to the proper authority, or knowingly fail or refuse to furnish the General Land Offics a correct log of any well, or if Lessez 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 requirsd by law, the rights
acquired under this lease shall be subject 1o forfziture by the Commissioner, and he shall forfeit same whea sufficiently informed of the facts which authorize 2
forfeith, Sgd when forfeited the arca shall again be subject to lease ur.der the temms of the Relinguishment Act. However, nothing herein shall be construed as
waiviflg it automatic termination of this lease by cperation of law or 2y reason of any special limitation arising hereunder. Forfeinures may be set aside and this
leasg MBA rights thereunder reinstated 2<fors the dghts of another intervene urca satisfactory evidencs to the Commissioner of the General Lard Office of funre
ccmpMance with the provisions of the law and of this lease and the rules and regulations that may be acopted relative hereto. i

-

ssead3. LIEN. In accordancs with Texas Natural Resources Code 520136, the State shall have a first lien upen all oil and gas producsd from the area covered
by is ks to zecure payment of all unpaid royaity and other swns of money that may become due vader this [2ase. By icceptance of this lease, Lesses zrants the
State, in addjtion to the liea provided by Texas Narural Rescurces Code 52.136 and any other applicable statutary lien, wi #xpress contractual lien on and security
int=A3M 4§ leased minerals in and exwacted fom the leased premises, all proceeds which may asswue to Lessze from the sale of such leased minerals, whether such
procecqs are held by Lessee or by a third party, and all fixturss on and improvements to the leased premises used in connection with the production or procassing of
such leazed minerals in order to secure the payment of all royalties or other amcuats due or 1o becorme due under this !=ase and to secure payment of any damages or
lossega Legsor 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
foreclosed with or without court procsedings in the manner provided in the Title 1, Chapter 9 of the Texas Business and Commercs Code. Lessce agrees that the
Coramissiencr may require Lessee to executs and record such instruments as may be reasonably necsssary to acknowledge, artach or perfest this lien. Lesses hereby
repredents that thers are no prior or supericr liens arising from and relating to Lesses's activities upon the above-described preperty or Som Lessee's acquisition of
this lease. Should the Commissioner at any time determine that this representation is not true, thea the Commissioner may declars this lease forfeited as provided

herein.

34. PCOLING. Lessee is hersby grant=d the right to peol or unitize the royalty intersst of the owner of the soil under this lease with any other leasehold
or mineral interest for the exploration, development and production of oil or gas or cither of them upon the same terms as shall be approved by the School Land
Board and the Commissioner of the General Land Offics for the pooling or unitizing of the interest of the State under this lease pursuant to Texas Natural Resourcss
Coce 52.151-52.153. The owner of the soil agrees that the inclusion of this provision in this lease sarisfies the execution requirements stated in Texas Natural

Resources Code 52.152.

35. INDEMNITY. Lessce hersby releases and discharges the State of Texas aEd the owner of the soil, their officers, employees, parmers, agents,
contractors, subcontractors, guests, invitess, and their respective successors and assigns, of and from all and any actions and causes of acticn of svery 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
acuvities of Lesses, its officers, employees, and agents arising out of, incidental to, or resuiting Som, the operations of or for Lesse= on the leased premises ]

rersunder, or that may arise out of or be cccasioned by Lesses's breach of anv of the terms or provisicns of this Agresment, or by any other negligent or stricty lla.b‘le
ac: or omission of Lesses. Further, Lesses hersby agrees to be liable for, 2xone¢rate, indemnify, defend and heold hamnless the Statz of Texas and the owner of the soil,
their officers, employees and agents, their successors or assigns, against any and all claims, liabilities, losses, damages, actions, personal injury (including death),
costs and expenses, or other harm for which recovery of damages is sought, under any theory including tort, contract, or strict liability, including attorneys’ fees and
other legal expenses, including those relat=d to environmental hazards, on the leased premises or in any way related to Lesses's failure to comply with any and all
cavironmental laws; those arising from or in any way related to Lessee's operations or any other of Lesses's activities on the leased premises; those arising &pm
Lesses's use of the surfacs of the leased premises; and those that may arise out of or be cccasicned by Lessee’s breach of any of the terms or provisions of this
Agrzsmeat or any other act or omission of Lassee, its dirscters, officers, employess, parmers, ageats, congactors, subcontractors, guests, invitess, and their respective
succsssors and assigns. Each assignes of this Agreement, or an interest therein, agrees 1o be lizble for, exonerats, indemnify, defend and ho!d harmless the State of
Tex s and the owner of the soil, their officers, employees. and agents in the same manner provided above in conncction with the activities of Lesses, its oﬁ'xc:.'_s.
cmployess, and agents as described abeve. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF THE INDEMNITY OBLIGATIONS
AND\OR LLABILITIES 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 LLABILITY, OR THE NEGLIGENCE OF ANY PARTY
OR PARTIES (INCLUDING THE NEGLIGENCE OF THE INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENC % BE SOLE, JOINT,

CONCURRENT, ACTIVE, OR PASSIVE.
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36. ENVIRONMENTAL HAZARDS. Lessee shall use the highest degree of care and all reasonable safeguards to prevent contamination or pollyy,, o
any environmental medium, including soil, surface waters, groundwater, sediments, and surface or subsurface strata, ar.nh:e:t aror 3‘;!’ °‘h‘_f S3Yironmenta] medium - .
in, on, or under, the leased premises, by any waste, pollutant, or contaminant. Lessee shall not bring or permit to remain on the i;zse PFEmIsEs any asbesiog
containing matzrials, explosives, toxic materials, or substances regulated as hazardous wastes, ha=ardous materials, hazardous su stances (as the term “Hazardoys
Substance™ is defined in the Comprehensive Eavironmental Response, Compensation and Liability Act (CERCLA), 42 U.S.C. Sections 9601, et seq.), or toxic

substances under fed state, or local law or ation (*Hazardous Materials™), except ordinary products commonly used in connection with ol ang gas
exploration and d::Zlopuiﬁ operations and s!ﬂr:dn'::‘:!he muS manner and quantities. LESSEE'S VIOLATION OF THE FOREGOING PROHIBITION
SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND
DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST ANY CLAINMS, DAMAGES, JUDGMENTS, PENALTI}:&
LIABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS' FEES AND COURT COSTS) CAUSED BY OR ARISING OUT OF maA
VIOLATION OF THE FOREGOING PROHIBITION OR (II) THE PRESENCE, RELEASE, OR DISPOSAL OF ANY HAZARDOUS 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 1S 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

GOYERNMENTAL -
LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY s
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 stanstes and amendments thereto, and if any provision in this lease does not conform to these statutes, the stanutes will
prevail over any nonconforming lease provisions. -

is oi i esses it record in the county records and in the
33. EXECUTION. This oil and gas lease must be signed and acknowledged by the L-sse.- before it is filed of:*z:a : -
General Land Offics of the State of Texas. Oncs the filing requirements found in Paragraph 39 of this lease have been satisfied, the effective date of this lease shall

be the date found on Page 1. )

. LEASE FILING. Pursuan ter 9 of the Texas Business and Commercs Cede, this lease must be filed of record in the offics ol_'t.h_e Ccum:y
Crprin &igmumy in which all or any p:ﬂu;ﬁ:cp leased premises is located, and ceriied copies thereol must be fled in the General Land Offce. This lease i not
effective until a centified copy of this lease (which is made and c2ntified by the Counrcy Clerk from his r:ca::ds) s filed in the General Land Qfﬁu.m ..c...ord...n.:. wEth
TexasaVacural Resourcss Code 52.183. Additionally, this lease shall not be binding upon the Statz unless it recites the actual and true consideraticn paid or promised
for'eXecultion of this lease. The bonus due the Statz and the prescrited filing fes shail accompany such certified copy to the General Land Offics. .
L

.oooo.* See EXhibit "A" At
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i d aseaf Individually and as agznt for the State of Texas
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STA §=>, STATE OF TEXAS
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STATE OF (CORPORATION ACKNOWLEDGMENT)

COUNTY OF

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

knownmmqmbe&epasonwhoscmismhsm’bedmmcfo&guingmnu
20d acknowledged 1o me that he executed the same
fﬂfﬂuputposaandem\ndamonmmmcxpmsed.m:bcnpuxrymchmdumcmmdesdofmdcorpom .

Given under oy hand and seal of offics this the day of ;19
Notary Public in and for
STATEOF (CORPORATION ACICNCWLEDGB«E{T}
COUNTY OF

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

known to me 1o be the person whose name is subscribed to the foregoing instnument, as
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 c-orpor:mcn.

Given under my hand and seal of offics this the day of 519
e o9 ) ¢
. ® L]
* s
sese Notary Public in and for
L] L 4
. -

STA'I:g ?}- TEXAS TDIVIDUAL ACKNOWLEDGMENT)

covg@?s darrant
*  Before me, the undersigned autherity, on this day personally appearzd Philip J. Boschetti and John L. Marion.

Lo=-Trustess of the Windi Phillips 1983 Trust
known 1o n%e to be the persens whose names are subscribed to the foregoing instrumeat, and ackniowledged o me that they exscuted the same for the ~urpos¢s and

:onsxdcmxon therein expressed.

L i y
Given under my hand and seal of office this the .99. day o[_égﬂty?ﬂ/m , 19 qg
S5y JUDITH REMINGTON th S
150)

Js) Notary Public, State of Texas
§ “wss? My Commission Expires 3-1-99

Notary Public in and for

STATE OF WM (INDIVIDUAL ACKNOWLEDGMENT)

COUNTY OF Mm
(lacy ﬁu}ﬁ}m son

Before me, the undersigned authoriry, on this day personally appearcd
known to me to be the persons whose names arzs subscribed to the foregoing instrument, and acknowledged to me that they executed the same for the purposss and

consideration thersin expressed.
Given under my hand and scal of offics this the @ day of amm , 19 ?Z 3
> M‘O‘I;ICA: ;l:ARLOWE Notary Putlic in and for W

NOTARY PUBLIC
State of Texas

Comm. Exp. 10-30-99

------ B b o o
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Original filed in
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“EXHIBIT A”

Attached to and made a part of Oil and Gas Lease
dated August 19, 1998 by and between Windi Phillips 1983 Trust,
Philip J. Boschetti and John L. Marion, Co-Trustees,
. 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
. _lnase is granted, and it shall exercise all rights granted to it herein with due regard for the rights of the owners of the surface.
L
. sn
6,**ft+is further agreed that Lessee, its successors and assigns, shall not erect any buildings or houses on the leased premises and that
*“onfy those structures which are reasonably necessary for production facilities or tank batteries shall be erected on the surface of
. the leased premises.
L)

7.."thwithstanding any other provisions of this lease to the contrary, it is expressly understood and agreed that Lessee will not

®+* bWlute any water aquifers or fresh water in, upon or under the leased premises, and Lessee agrees to notify the owner of the soil
a in writing if fresh water is encountered during drilling, or if a fresh water formation is penetrated.

..ﬁ..:

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

-:..ashgns 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 wéll, 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
STATE OF Texag 2 CORRECT COPV ng%m

COUNTY OF REEVES .. EILE

Th
€ above and foregoing is a]HI' frue and corrér n!o

onginal record now iy my favdul Cusroay anc o legraphic copy of the

Session, as the same is
“ “ HRHER ;\:-.i:'oz‘o.o's (X XXX

EDIN THE

I EX ycemhedon A J_lﬁ _9_8
7.2 DIANNE FL I:'Z COUN

ﬁre R

True and Correct

} .' e ESC copy of
' Original filed in
Vlrg Pa omino pepyry Reeves County

Clerks Office
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LITAN REDVUURLED, L.F.F

ACQUISITIRN GVRSEINRER OF THE GENERAL LAND OFFICE 11/2/98 Q Q%@ 14

PARAGON #299:1.ease 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
Meeker Investments, Inc., Robert W. Debolt, President,
& 1.J. Meeker, Individually, Lessor, in favor of Clay
Johnson, Lessee, covering the S/122.5 ac. of the

E/2 of Section 31, Block 56, PSL Survey,

Reeves County, Texas.

99014030

Checking Lease Bonus >\ 1,020.75
TITAN RESOURCES, L.P. 4
ACQUISITION (HURRSIRYAER OF THE GENERAL LAND OFFICE 11/2/98 00281

PARAGON #299:1 ease Bonus Payment in full of 1/2 Lease Bonus Consideration due 1,020.75
the State of Texas for Oil & Gas Lease
v ae dated 08/19/98 from the State of Texas by Agent

e 'u. Meeker Investments, Inc., Robert W. Debolt, President,

:o::o & J.J. Meeker, Individually, Lessor, in favor of Clay

JSuses Johnson, Lessee, covering the S/122.5 ac. of the

. E/2 of Section 31, Block 56, PSL Survey,
Ml Reeves County, Texas.
s=ee
: .. L]
*vcene
-
Checking Lease Bonus 1,020.75

\y

N
D
\)J



THHTAN HEDUUHRULED, L.F.

ACPUIS]T@Bl&mgglgﬁER OF THE GENERAL LAND OFFICE 11/2/98 Qg%@ 0 7
PARAGON #299:Lease Bonus Payment in full of 1/2 Lease Bonus Consideration due L020.
= g the State of Texas for Oil & Gas Lease
- dated 08/19/98 from the State of Texas by Agent
Julian Wade Meeker, Daniel Hill Meeker & Lawrence
Hill Meeker, Trustees UWO J.R. Meceker for the
lifetime benefit of L.H. Meeker, Lessor, in favor of
Clay Johnson, Lessee, covering The S/122.5 ac. of
the E/2 of Section 31, Block 56, PSL Survey,
Reeves County, Texas.

\

Checking Lease Bonus A 1,020.75
TITAN RESOURCES, L.P.
ACQUISITIOR GRFSSIYRER OF THE GENERAL LAND OFFICE 11/2/98 002807
PARAGON #299:Lease Bonus Payment in full of 1/2 Lease Bonus Consideration due 1,020.75

the State of Texas for Oil & Gas Lease

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

Julian Wade Meeker, Daniel Hill Meeker & Lawrence

Hill Meeker, Trustees UWO J.R. Meeker for the

lifetime benefit of L.H. Mecker, Lessor, in favor of

™ :\\‘ Clay Johnson, Lessee, covering The S/122.5 ac. of
seve the E/2 of Section 31, Block 56, PSL Survey,

L Lo Reeves County, Texas.

.
et Lease Bonus . 1,020.75

'g%$%U



TITAN RESOURCES, L.P. + ~

A(zQwSlT]%%gg%%ER OF THE GENERAL LAND OFFICE 11/2/98 U Q g Z 9 4
10.4

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

Windi Phillips 1983 Trust, Philip J. Boschetti & John L.
Marion, Trustees, Lessor, in favor of Clay Johnson,
Lessee, covering The S/122.5 ac. of the E/2 of

Section 31, Block 56, PSL Survey,

Reeves County, Texas.

93014059

Checking Lease Bonus

n -

TITAN RESOURCES, L.P.
ACQUISITIQM RIFFSISAER OF THE GENERAL LAND OFFICE 11/2/98 002734

PARAGON #299:Lease Bonus Payment in full of 1/2 Lease Bonus Consideration due 510.42
the State of Texas for Oil & Gas Lease
dated 08/19/98 from the State of Texas by Agent
Windi Phillips 1983 Trust, Philip J. Boschetti & John L.

" :" > Marion, Trustees, Lessor, in favor of Clay Johnson,
. 2% Lessee, covering The S/122.5 ac. of the E/2 of
.::o.o Section 31, Block 56, PSL Survey,
_:'. e’ Reeves County, Texas.
-~
;' "S .o
(LN ]
LA L L L)
* .
o I
~0and U1 AON 86
1,— .
“l . i \_}. i L
Lease Bonus ) 51042
s
iV
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 L1rAN RESOURCES, LP.

June 18, 1999 VIA FEDERAL EXPRESS

Mr. Drew Reid

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

Ries Relinquishment Act Oil & Gas Lease between Meeker Investments, Inc. and
J.J. Meeker, Individually and as Agent, Lessor, and Clay Johnson, Lessee,
covering land in Reeves County, Texas
Paragon Prospect
State Mineral File Number: M-100244
Titan Lease Number: TX299-389-267-003-00

Dear Mr. Reid:

On November 9, 1998, a certified copy of the above lease was delivered to your office for final approval
and filing. Subsequent examination of the lease has discovered that the space provided to set out the
term did not reflect the intended five year term. Accordingly, we have filed for record and have enclosed
herewith a certified copy of the following:

1. Amendment to O1l and Gas Lease effective August 19, 1998 between Meeker Investments, Inc.
and J.J. Meeker, Individually and as Agent for the State of Texas, Lessor, and Clay Johnson,
Lessee, covering the South 122.5 acres of the E/2 of Section 31, Block 56, PSL Survey, Reeves
County, Texas.

The above amendment modifies the subject lease by inserting the phrase “five (5) years” in the space
provided for description of the lease term.

Should you have any questions regarding the enclosed, please do not hesitate to contact the undersigned.
Thank you for your cooperation and patience in this matter.

Yours very truly,

. Robert Re
Landman
WIB/dss
Enclosures

500 W. Texas * Suite 200 + Midland, Texas 79701 * Fax: (915) 687-0192 = Office: (915) 498-8600
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AMENDMENT TO OIL AND GAS LEASE
(To Amend the Term of the Lease)

tate: Texas County: Reeves
Lessor: Meeker Investments, Inc. and J. J. Meeker,

Individually and as agent for the State of Texas
Lessee: Clay Johnson

Lands: South 122.5 acres of E/2 of Section 31
Block 56, PSL Survey
Reeves County, Texas

Effective Date: August 19, 1998

Lessee, named above, is the present owner of that certain Oil and Gas Lease (the "Lease"), dated

August 19, 1998, from Lessor, named above, recorded in Volume 597, Page 51 of the Official Public

Records of Reeves County, Texas, (also referenced as Texas General Land Office mineral file M-

vese, 100244), covering the above described Lands. Reference is made to the Lease and its recording for all
‘e o purposes.

As a result of an error in the preparation of the Lease and the subsequent oversight by Lessor and
« Lessee, the term of the Lease was not set out in the blank provided for same.

o ted Since the execution, delivery, and recording of the Lease, it has been discovered that while the
. term of the Lease was intended by Lessor and Lessee to be five (5) years from the date of the Lease, the
s ,**, space provided to set out the term was not completed.

Lessor and Lessee desire to amend and correct the Lease insofar as the term thereof.

For adequate consideration, the receipt and sufficiency of which is hereby acknowledged, and the
further consideration of the obligations and agreements contained in the Lease, Lessor and Lessee
acknowledge and agree that the Lease is hereby amended as follows:

1. The Lease shall be for a term of five (5) years from the date of the Lease, and Paragraph 2 of
the Lease is amended to insert the phrase "five (5) years" in the space provided for
description of the lease term.

For the same consideration, Lessor ratifies, adopts and confirms the Lease, together with the
changes made by this Amendment, and leases, demises, and lets the lands set out in the Lease to Lessee,
and Lessee's successors and assigns, according to the terms and conditions contained in the Lease.
Except as amended herein, the Lease remains otherwise as previously written. This Amendment shall be
binding for all purposes on both Lessor and Lessee, and their respective heirs, executors, administrators,
successors, and assigns.

This Amendment is signed by Lessor and Lessee as of the date of the acknowledgment of their
signatures below, but is effective for all purposes as of the Effective Date stated above.

Lessor Lessor
Y7 e Ty
JoZef M// ' N
Meeker Investments, Inc., J JWMer,
by Robert W. Debolt, President, Individually and as agent for the State of Texas

Individually and as agent for the State of Texas

Lessee

4, oy ‘

Clay Johrison

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

Page 1




() THESTATEOF /<€ X .S §
COUNTYOF ___ [ AVFan7_ §
i | =
This instrument was acknowledged before me on Uunc SeX , 1999,

by J. J. Meeker.

+) - 7
TA2420¢ 3&( /N A
Notary Public in Eg_q for the B
State of 7 E-X s

My commission expires: /i/- -/ =200 [

(¥ THESTATEOF __ T & X & S §
COUNTY OF Tarrant §

This instrument was acknowledged before me on (J Une -5/ , 1999,
.:::'3 by Robert W. Debolt, President of Meeker Investments, Inc., a
es.» behalf of said corporation.

corporation, on

b %/’Mi‘,(_{ ,4/ /\g;/:f-zmaa/«
= Sk Notary Public in and for the
T State of 7 X A S

My commission expires: &4 — [ [ — 272 OO /

THE STATE OF TEXAS §

COUNTY OF MIDLAND §

This instrument was acknowledged before me on Iu NE. OI ; 1999,
by CLAY JOHNSON.

, | AV a1 WTR

Notary Public in and for the State of Texas

My commission expires: [O-] q : 2 OOO

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

Page 2
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I, Dianne O. Florez, f‘l k of the County Court in and

SR S e 17
filed for ¢ Lmrdmrmoﬂ'lm this /5/’/'/1, dayuf Q[/M/
19 fi a I P m, godcs 3 ;le ,Z?? ,tobe
recorded inthe 1/776 (d Records of Reeves County.

1 EXIS,

éé/ mc n\mmmmmyha%mazwmpmnm his

@M ﬂﬂ/(.) DIANNE O. FLOREZ, COUNTY CLERK
e JDeputy.  REEVES COUNTY, TEXAS




ACQUISITION CHECKING 0 0 3 2 4 8
COMMISSIONER OF THE GENERAL LAND OFFICE 6/17/99
PARAGON #299:GLO Filing Fee Payment in full of filing fees in connection with 25.00
Amendment to Oil & Gas Lease effective 08/19/98
between Meeker Investments, Inc. and J.J. Meeker,
Individually and as Agent for the State of Texas, Lessor, 0
and Clay Johnson, Lessee, covering the South 122.5 ”
acres of E/2 of Section 31, Block 56, PSL Survey,

Reeves County, Texas. 9 9 O 5 O 3 9 3

. L
LE LX)
L]
LR ] L]
-
.
asssen
L]
LA ] L]
. . o
. L]
.
3 2o
* Shecking Filing Fees 25.00
TITAN RESOURCES, L.P.
ACQUISITION CHECKING 003248
COMMISSIONER OF THE GENERAL LAND OFFICE 6/17/99
PARAGON #299:GLO Filing Fee Payment in full of filing fees in connection with 25.00
Amendment to Oil & Gas Lease effective 08/19/98
between Meeker Investments, Inc. and J.J. Meeker,
Individually and as Agent for the State of Texas, Lessor,
and Clay Johnson. Lessee, covering the South 122.5
acres of E/2 of Section 31, Block 56, PSL Survey,
Reeves County, Texas.
. N /
Checking Filing Fees 24/ 25.00

17% ) -
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Texas General
Land Office

David Dewhurst
Commissioner

Stephen F. Austin Building

1700 North
Congress Avenue

Austin, Texas
78701-1495

512-463-5001

August 18, 1999

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

Re: RELINQUISHMENT ACT LEASE No. M-100244
E/2 of Sec. 31, Blk. 56, PSL Survey,
122.50 ac./102.08 net ac.
Reeves County, Texas

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-100244. Please refer to this number in all future correspondence
concerning the lease.

Your remittance of $2,926.92, 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, ,
W
Drew Reid
Minerals Leasing

Energy Resources
(512) 475-1534

MS/DR
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Lease Number Book/Vol Page Entry County / Parish State

TX299-389-267-003-00 605 536 [AMEND. 001323 REEVES TX

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

Legal Description
The South 122.5 acres of the E/2 of Section 31, Block 56, PSL Survey
Original Recordation:
Recorded 11/09/1998, Volume 597, Page 51, Index No. 003118, . e
99058628
PROSPECT TX299 - PARAGON INDIAN/ST/FED LSE# M-100244
B;;;:;; Account Number Amount

'..:‘.

Strate of Texas

Gefleral Land Office
l?@ﬁ-N. Congress Avenue
Austin, TX 78701

C@X20.42

2]

RN *° Period Beg. 08/19/199,56LAY RENTAE)

CHECK ¥ 100460

thereof to the parties named and in the amounts indicated.
make cthe deposit to the credit of the party named in a special account,

—Ta‘an ErsourceS CP

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

Should any difficulty of any nature arise,
and advise us as soon as possible for further instructions.

DO NOT RETURN our check,

100460

but
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Lease Number Book/Vol Page Entry County / Parish State
TX299-389-267-001-00 5?6 719 (003084 REEVES TX
Lease Name: | Phillips '83 TZN[State of Texas, acting by and Lease Date | 08/19/98
Legal Description
The South 122.5 acres of the E/2 of Section 31, Block 56, PSL Survey
Q99 [ 8
PROSPECT TX299 - PARAGON INDIAN/ST/FED LSE# M-100244
Payee(s) Account Number Amount
State of Texas 1021
General Land Office ——_
1700 N. Congress Avenue \ .
Austin, TX 78701 \?j :
A
.e o0
— ‘oo-u-
CHECK.# 100456 .

08/19/1999 DELAY RENTAL

RN - Period Beg.

L
INSTRUCTIONS TO DEPOSITORY: You have been designated as depository for the above described payment. Please credit the procdame
DO NOT RETURN our chiecle but

thereof to the parties named and in the amounts indicated. Should any difficulty of any nature arise,

make the deposit to the credit of the party named in a special account, and advise us as soon as possible for further mstthzt._x.cms.

100456
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Lease Number Book/Vol Page Entry County / Parish State
IX299=-389-267<002-00 596 343 (003043 REEVES TX
Lease Name: | T, H, Meeker: State of TX, acting by and through Lease Date | 08/19/98

Legal Description
The South 122.5 acres of the E/2 of Section 31, Block 56, PSL Survey
Qans 77
Joldaf 54
Reso
Tuan Kesourees
PROSPECT TX299 - PARAGON INDIAN/ST/FED LSE# M-100244
9;;;;5) Account Number Amount
state of Texas ¢£56$<;0-42
Gerleral Land Office
lif:db_'l\]. Congress Avenue
Au.st.i_n, TX 78701
:.'oao ’(ésjf"‘d_F——‘h\H\\\\\\ 2 i
RN - Period Beg. 08/19/ 999 DELAY RENTAL \ CHECK # 100458

INSTRUCTIONS TO DEPOSITORY: You have been desidn Il ad!depogitory 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 parry nanied;in a special account, and advise us as soon as possible for further instructions.

100458
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Check #101272

_Property Id / MMS

Eff. Date

Recording Information

State

County/Parish

*TX299-389-267-003-00
M-100244

08/19/1998 | 06/16/99 BK 605 PG 536 ENTRY AMEND. 001323

TEXAS

Reeves

Property Name / Lessor

State of Texas, acting by and through its agent, Meeker Investments, Inc., by Robert W. Debolt, President and J. J. Meeker, Individually

Property Legal Description

Original Recordation:

The South 122.5 acres of the E/2 of Section 31, Block 56, PSL Survey

Recorded 11/09/1998, Volume 597, Page 51, Index No. 003118.

i17)
/ /
it
/4

00 61390 .

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

%

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 20.42 0.00
LE I J
L}
g 0.00] 0.00] [ e
.
.:.
¢ | 0.00 0.00 | | .
-
¢ 0.00 | 0.00] | esee
-. .o l'
-..I‘
o | 0.00] 0.00] | seee

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 mmedtatelN 0 1 0 1 2 7 2






Check # 101270

Prvperty Id / MMS Eff. Date

.Recording Information

State

County/Parish

TX299-389-267-002-00 08/19/1998

M-100244

11/09/98 BK 596 PG 343 ENTRY 003043

TEXAS

Reeves

Property Name / Lessor

Benefit of L. H. Meeker

State of Texas, acting by and through its agent, Julian Wade Meeker, Daniel Hill Meeker and Lawrence Hill Meeker, Trustees UWO J. R. Meeker for Lifetime

Property Legal Description

The South 122.5 acres of the E/2 of Section 31, Block 56, PSL Survey

=]
s
(@}
F_;
(@)
0
-~

Y r |

\\:--‘\ f' l‘-'"‘,' . -!

SSN/Tax Id Num.bef

Payee Name & Address

State of Texas, acting by and through the
Commissioner of the General Land Office
1700 N. Congress Avenue

Austin, TX 78701

Federal Tax Withheld

0.00

Account Number *

Total Bank Charges

0.00
Payment Period Payment Amount Bank Service Property Property
Due Date | (in months) Description Due Charges Sub-Type Sub-Id Rl
08/19/2000 12 Delay Rental 20.42 0.00 &
.
/1] [ [ 0.00] 0.00] [ il
Eoo-:b
/| | | 0.00] 0.00] [ .
LEX N ]
LE T Y
Fr I [ 0.00] 0.00] [ .
1 I I 0.00 | 0.00] I

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 ;mmediateIN 0 1 0 1 2 7 D






Check #101268

, Property Id / MMS Eff. Date Recording Information State County/Parish
* TX299-389-267-001-00 08/19/1998 | 11/09/98 BK 596 PG 719 ENTRY 003084 TEXAS Reeves
M-100244
Property Name / Lessor
State of Texas, acting by and through its agent, Windi Phillips 1983 Trust, Philip J. Boschetti and John L. Marion, Co-Trustees
Property Legal Description
The South 122.5 acres of the E/2 of Section 31, Block 56, PSL Survey
A
00 61401
/ /f ! & |
Payee Name & Address SSN/Tax kd Number
State of Texas, acting by and through the ir
Commissioner of the General Land Office Federal Tax Withheld
1700 N. Congress Avenue 0.00
Austin, TX 78701 Account Number
Total Bank Charges
0.00
Payment Period Payment Amount Bank Service Property Property
Due Date | (in months) Description Due Charges Sub-Type Sub-Id e N
08/19/2000 12 Delay Rental 10.21 0.00 GG
L]
.
Tl | 0.00] 0.00| [ b il
. L]
:. (XX lr
/1] [ 0.00] 0.00] [ .
s
LA LN ]
/1] | 0.00 0.00] [ ik
. | 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 tmmediatelN 0 1 O 1 2 6 8
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