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TEXAS GENERAL LAND OFFICE

GARRY MAURO
COMMISSIONER

TO: Garry Mauro, Commissioner

Spencer Reid, Senior Deputy Commissioner

FROM: Robert Hatter, Director of Mineral Leasing

Peter Boone, Chief Geologist

RE: Relinquishment Act Lease

Applicant:  Clay Johnson
County: REEVES
Section: 30 vi4
Survey: T&PRY CO

Prim. Term: 5 years
Royalty: 3/16

Consideration

Recommended: (T O Y- - ¢
Not Recommended:

Comments:

Lease Form

Recommended: Z%ﬂ zzzo[;je

Not Recommended:

Comments:

Spencer Reid, Senior Deputy

Recommended: 3E

Not Recommended:

Garry Mauro, Commissioner

Approved: @V L
Not Approved:

Block: 55

Bonus/Acre
Rental/Acre

Date

Date:

DATE:  09-Sep-98

Base File #: 153249
Abstract: 5993

$50.00
$1.00

: 9-16-97

wi



RAL REVIEW SHEET

Transaction & 2798 Wt L. Collier

Lessor Meeker, J.J. Lsass Date: 8/19/98 18
Lessee: Clay Johnson Acras: 186.67

LEASE DESCRIPTION

County BasaFleNo Part Sec. Block Twp Survey

REEVES - 153249 ( NI280acres) ~ 30 55 = 055 T&PRYCO

e !

TERMS OFFERED

Primary Ternt 5 years
Bonus/Acre: $50.00
Rental/Acre: | $1.00
Royaity: 3/16

COMPARISONS
MF & Lessea

(Nr8oacres) »~ 34 55 058 T&PRYCO

TERMS RECOMMENDED
Primary Term 5 years

Bonus/Acrs $50.00

Rental/Acre $1.00

Royaity 3/16

Date Term  Bonus/Ac.  Rental/Ac.  Royaity

Comments: (Gross acres 560. First & second year rental $1.00, third & fourth year rental $16.67.

G < —

Approved: \Cu\

Wednesday, September 09, 1998

Abst#
5993

5998
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General Land Office
Relinguishmnt Act Lease Form
Revised, September 1997

OIL AND GAS LEASE

THIS AGREEMENT is made snd md'm.um19 dayof_AUqust 19 98  berween the State of Texas, acting by md through |
ageny, Meekex Investments u‘Inc‘_t:a.,. y _Rober . Debolt, President, and g

—%....I_._M.e_eker. Individually of
0] IL.a Mesa, Encinitas, CA 92024 said ageat

(Give Permanent Address) 5
herein referred 1o as the owner of the soil (whether one or more), and Clay Johonson
203 W. Wall, Suite 800 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 1o be paid, kzpt and performed by
Lassee under this lease, the State of Texas acting by and through the owner of the soil, hereby grants, lesses and lets unto Lesses, for the sole and only purpess of
prospecting and drilling for and producing oil and zas, laying pipe lines, building tanks, stering oil and building power staticns, telephone lines and other stuctures
thereon, to producs, save, take care of, treat and transport said products of the lease, the following lands situated in Reeves County, State
of Texas, to-wits c
The North 280 acres of Section 30, Block 55, Township 5,

T&P Ry. Co. Survey.

congfighy 280 acres, more or less. The bonus consideration paid for this lease is as follows:
- 8
RITLN To the State of Texas: Two Thousand Three Hu ¢ i =t s
s Dcilars (S i e e P )

Two Thousand Three Hundred Thirty-three and 25/100---

ssse To the owner of the soil:
seee Doilars (3 e I e W L -
.:...E Total bonus consideration: FOUr Thousand Six Hundred Sixty-six and 50/100—------
. Dollars (5. 4,666.50 )
The satslebnus consideration paid represents a bonus of, Fifty and NO/__IOO ______________________
. e Deilars (5 50.00 ) peraccs,on 93, 33 netaces.
L]
AN TERM. Subject to the other provisions in this lease, this lease shall be for a term of Five (5) years from this date

(herein called "primary term™) and as long thereafter as oil and gas, or sither of them, is producsd in paying quantities from said land.
As used in this lease, the term *producsd in paying quantities” means that the receipts from the sale or other autherized commercial use of the substancs(s) coversd

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

3; Delay Réntals: [f oil or gas in paying quantities is not being produced from the premises on the first anniversary date of this Lease and there are then no drilling

operations being conducted on the premises, then this lease shall terminate unless, on cr 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 pavment, 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-
vear 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 1.00
Second S 1.00
Third $16.67
Fourth S16.67

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




. 4._ . PRODUCTION ROYALTIES. Upen producticn of oil and/or gas, Lesses a-zr:rl:s to pay or cause to be paid onc-half (1/2) of the royalty
g:ov:d_rd for in this lease to the Commissioner of the General Land Office of the Stat= of Texas, at Austin, Texas, and one-half (172) of such royalty to the owner of
< S0u: L

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

condensate, distillate, and-other liquid hydrocarbons recovered from oil or gas run through a separator or other equipment, as hereinafter provided, shall be
/16 part of the gross preduction or the market value thereof, at the option of the owner of the soil or the Cemmissioner 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, diszillate, or other liquid
hydrocarbons, respective}y, of a like type and gravity in the general area where produced and whea run, or 2) the highest market price thereof offered or paid in the
gencral area where produted and whea run, or 3) the gross procesds of the sale thereof, whichever is the greater. Lessez agress that befors any gas produced from the
leased premises is sold, used or procsssed in a plant, it will be run fres of cost to the royalty owners through an adequats oil and gas separater of conventional type, or
other equipment at least as cfficient, so that all liquid hydrocarbons recoverable from the gas by such means will be recoversd. The requirement that such gas be nn
through a separator or other cquipment may be waived in writing by the royalty owners upon such tzrms and conditions as they prescribe.

(B) NON PRCOCESSED GAS. Royalty on any gas (including flared gas), which is defined as ail 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 Offics, such value to be based on the highest market price paid or offered for gas of comparable quality in
fhc general arsa where produced and whea run, or the g-oss 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 tir.= excesd 14.65 pounds per square inch absolute, and the standard base temperature shall be sixty (60)

de grees Fahrenheit, correction to be made for pressure according to Boyle's Law, and for specific gravity according to tests made by the Balance Method or by the
most approved method of testing being used by the industry at the time of testing.

© PROCESSED GAS. Royalty on any gas processed in a gascline plant or other plant for the recovery of gasoline or other liquid hydrocarbons
shall be 3/16 part of the residue gas and the liquid hydrocarbons extracted or the market value thersof, at the option of the
owner of the s0il or the Commissicrer of the General Land Office. All rovalties due herein shall be based on one hundred percear (100%) of the total plant
production of residue gas artributable to gas produced Tom this lease, and 2n fifty percent (50%), of that percent accruing to Lessee, whichever is the greater, of the
total plant production of liquid hydrocarbons artributable to the gas producsd from this lease; provided that if liquid hydrocarsons are recovered from 23s procassed
in a plant in which Lesses (or its parent, subsidiary or affiliate) owns an interest, then the percentags applicable to liquid hydrocarbons shall b= fifty percent (50%) or
the highest percent accruing to a third party processing gas through such plant under a procsssing agre=ment negotiated at arm's length (or if Liere is no such third
party, the highest percent then being specified in processing agreements or ot atracts in the industry), whichever is the greater. The respective royalties on residue gas
and gn liguid hydrocarbons shall be determined by 1) the highest market pric : naid or offered for any gas (or liquid hydrocarkons) of comparable quality in the
gc:?:;d.qﬁa. or 2) the gross price paid or offered for such residue gas (or the “vcighted average gross selling price for the respestive grades of liquid hydrocarbons),
;vhic.h'c:gr is l:c greater. In no event, however, shall the royaltics payable under this paragraph be less than the royalties which would have beza due had the gas not

CC'I.EI.'QC?SC S

* (D) OTHER PRODUCTS. Royalty on carbon black, sulphur or any other products produced or manufactured Som gas (cxcspting liquid hydrocarbons)
whe®? $3id gas be “casinghead,” “dry,” or any other gzas, by facticnating, burning or any other procsssing shall be 3/1 partof the
gros$ prdtiuction of such products, or the market value thereof, ar the option of the owner of the soil or the Commissioner of the General Land Office, such market
value 1o be determined as follows: 1) on the basis of the highest market price of each product for the same month in which such product is produced, or 2) on the
basis of tire average gross sale price of each product for the same month in which such products ars produced; whichever is the greater.

e o5. MINIMUM ROYALTY. During any year after the sxpiration of the primary term of this lease, if this lease is maintained by production, the royaltics
pal@in'd® this lease in no event shall be less than an amount equal to the total annual delay rental berzin provided; otherwise, there shail be due and payable on or
before theglast day of the month succesding the anniversary date of this lease a sum equal to the total annual reatal less the amount of royalties paid during the

pregtftilycar. HParsgraph 3o thiviesedoesnotspecfy-adetay-rentab-amountthen for the purposes of this paragraph, the delay reatal amount shall be one

dollar (51.00) 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 scil or the Commissioner
of the General Land Offics may, at the option of cither, upon not less than sixty (60) days notice to the holder of the lease, require that the payment of any royalties
accruing to such royalty owner under this lease be made in kind. T e 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 OfSce's rights or Lessee’s obligations, whether express of implied,

under this lease.

7. NO DEDUCTIONS. Lesses agrees that all royalties accruing under this lease (including those paid in kind) shall be withcut deduction for the cast of
producing, gathering, storing, scparating, treating, dehydrating, compressing, processing, transporting, and otherwise making the oil, gas and other products &
herzunder ready for sale or use. Lessee agrees to computs and pay royalties on the gross value recsived, including any reimbursements for severance taxes and
production related costs.

8. PLANT FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as may represent this lease's proportionats share of any fuel used to )
process zas produced hereunder in any proczzsing plant Netwithstanding any other provision of this lease, and subject to the written consent of the owner oflhf soil
and the Commissioner of the General Land Offics, Lesses may recycle gas for gas lift purposes on the leased premises or for injection into any oil or gas producing
formation underlying the leased premises aster the liquid hydrecarbens contained in the gas have besn removed; ne royalties shall be payable on the recycled 3as
until it is produced and sold or used by Lessee in a manner which entitles the royalty owness 1o a royalty under this lease.

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

Payment of royalty on production of oil and gas shall be as provided in the rules sct forth in the Texas Register. Rules currently provide that royalty on oil is due
and must be reczived in the Ceneral Land Offics on or before the Sth day of the second menth succszding the menth of production, and royaity on gas is duc and
must be received in the General Land Ofice on or befors the 15th day of the second month succesding the month of production, accompanied by the affidavit of Bhe 2
owner, manager or other authorized agent, completed in the form and manner prescribed by the Geaeral Land Offics and showing the gross amount and disposition ©

all oil and gas produczd and the market value of the oil and gas, together with a copy of all documents, records or reports confirming the ;iﬁsu:éc%éand%%cfség{‘
Sy copy of
Original filed In
Reeves County
Clerks Office




. 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,

orpocllmdglslincsorpsmmdmyoﬂwmpmornwrdswhinhma&neﬂlmOﬂiﬂemynquimto"ﬂ-fymm”l’mdmiﬁonmﬁ
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
u:campmiedhyIche:kmlh.sdlcdule.summuyotodternuﬂm-dviceshowingbythcmipcdwLmdomulnunmhcmemmofmyuqbdu
paid on each lease. If Lessee pays his royalty on or before thirty (30) days after the royalty paymeat was due, then Lessee owes a penalty of 5% on the royalty or
$25.00, whichever is greater. A royalty payment which is over thirty (30) days late shall accrue a penalty of 10% of the royalty due or $25.00 whichever is greazer.
In addition to a penalty, royalties shall accrue interest at a rate of 12% per year; such interest will begin accruing when the royalty is sixty (60) days overdue.
AfTidavits and supporting documents which are not filed when due shall incur a penalty in an amount set by the General Land Office administrative rule which js
cffective on the date whea 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. Paymemonheddinqucncypenaltyshaﬂinmw:yopu:tetopmhibitmesmc'sﬁgluoftorfeimumvidgda,h
nor act 1o postpone the datk on which royalties were originally due. The above penalty provisions shall not apply in cascs of title dispute as to the State’s portion of
the royalty or to that portion of the royalty in dispute as to fair market value. . .

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually fumish the Commissioner of the General Land Office with
its best possible estimate of oil and gas reserves undertying this lease oc allocable to this lease and shall furnish said Commissioner with copies of all contracts under
whichzui:soldotpmecsudmddlmbnqumw:ndmdmenutnsuchmwi:hinlhinyﬂmdaysnﬁa:nwﬁnginmormakinlmchennm
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 o said
premises, including the books and accounts, receipts and discharges of all wells, tanks, pools, meters, and pipelines shall at ail times be subject to inspection and
examination by the Commissioner of the General Land Office, the Attomey General, the Govemor, or the represeatative of any of them. ;

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

e (C) PENALTIES. Lessee shall incur a penalty whenever reports, documents or other materials are not filed in the General Land Office when
due. %hébena]ry 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
Langd"Offits.

.0 .

* 11. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, during the primary term hereof and prior to discovery and production
of ojl*oreg®s 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 frome 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 con!pleu'on of said dry hole or cessation of production Lessee commences additional drilling or reworking operations thereon, or pays or tenders the next
lnnud'u':?q 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
complsted and abandoned, or the production of oil or gas should cease for any cause, Lessee's rights shall remain in full force and effect without further operations
until the 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
leadelty*@dhducting 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
prith}fy"i2¢n 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 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 thercon, this lease shall remain in force so long as operations on said well or for
drilling or reworking of any additional well are prosecuted in good faith and in- workmanlike manner without interruptions totaling more than sixty (60) days during
any one such operation, and if they result in the production of 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 0il or gas well royalties or compensatory royaltics is made as provided in this lease.

13. CESSATION, DRILLING, AND REWORKING. If, after the expiration of the primary term, production of oil or gas from the leased premises, after
once obtained, should cease from any cause, this lease shall not terminate if Lessee commences additional drilling or reworking operations within sixty (60) days
after such cessation, and this lease shall remain in full force and effect for so long as such operations continue in good faith and in workonanlike manner without
interruptions totaling more than sixty (60) days. If such drilling or reworking operations result in the production of oil or gas, the lease shall remain in full force and
effect for so long as oil or gas is produced from the leased premises in paying quantitics or payment of shut-in oil or gas well royalties or payment of compensatory
royalties is made as provided herein or as provided by law. If the drilling or reworking operations result in the completion of a well as a dry hole, the lease will not
terminate if the Lessee commences additional drilling or reworking operations within sixty (60) days after the completion of the well as a dry hole, and this lease
shall remain in effect so long as 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 hJVi".E
jurisdiction over the production of oil and gas. If, at any time after the expiration of the primary term of a lease that, until being shut in, was being maintained in
force and effect, a well capable of producing oil or gas in paying quantitics is located on the leased premises, but oil or gas is not being produced for lack of suitable
production facilities or lack of a suitable market, then Lesses may pay as a shut-in oil or gas royalty an amount equal to double the annual rental provided in the
lease, but not less than $1,200 a year for each well capable of producing oil or gas in paying quantities. rental
amount-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 e
Qriginal fﬁddf‘li’l
Reeves County®

Clarks Office
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must be paid unorkfom(l)ﬂumhﬁmof&epﬁmma)wdayuﬂ:rtﬁeL::seemmpmduceoilorguﬁommclwedmha,ua)soay,

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

a producing lease and the payment shall extend the term of the lease for a period of one year from the end of the primary term, or from the first day of the month .
following the month in which production ceased, and, after that, if no suitable production facilities or suitable market for the oil or gas exists, Lessee may extend the
lease for four more successive periods of one (1) year by paying the same amount each ycar oa or before the expliaiion ol 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
delivered in paying quantities from a well located within one thousand (1,000) feet of the kmdmiﬁmdmplmdhmempmduiﬂtmok.Whmy .5
case in which drainage % occurring, the right to continue to maintain the lease by paying the shut-in oil of gas royalty shall cease, but the lease shall remain effective ...
formenmﬁnduofmewaorwhichmgmﬂtyhnbempﬁd.Tthmeem:yma.huinﬂ:eImefufommmmheymbylmplrhgmmm '
royalty at the royalty rate provided in the lease of the market value of production from the well causing the drainage or which is completed in the same producing
reservoir and within one thousand (1,000) feet of the leased premises. The compensatory royalty is to be paid monthly, one-half (1/2) to the Commissioner of the
General Land Office and one-half (1/2) to the owner of the soil, beginning on or before the last day of the month following the month in which the oil or gas is
produced from the well causing the drainage or that is completed in the same producing reservoir and located within oae thousand (1.000) feet of the leased premises.

If the compensatory royalty paid in anmy 12-month period is in an amount less than the annual shut-in oil or gas royalty, Lessee shall pay an amount equal to the .
difference within thirty (30) days from the end of the 12-month period. Compensatory royalty payments which are not timely paid will accrue penalty and interest in
accordance with Paragraph 9 of this lease. None of these provisions will 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 contrary, after a well producing or capable of producing oil or gas has
been completed on the leased premises, Lessee shall exercise the diligence of a reasonably prudent operator in drilling such additional well or wells as may be
reasonably necessary for the proper development of the leased premises and in marketing the production 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 to all of the leased premises, EXCEPT (1) 40 acres surrounding each oil well capable of producing in paying quantities and 320 acres surrounding cach gas well
capable of producing in paying quantities (including a shut-in oil or gas well as provided in Paragraph 14 hereof), or 2 well upon which Lesses is then engaged in
continuous drilling or reworking operations, or (2) the number of acres included in a producing pocled unit pursuant to Texas Natural Resources Code 52.151-
52.153, or (3) such greater or lesser number of acres as may then be allocated for production purposes to a proration unit for each such producing well under the rules
and regulations of the Railroad Commission of Texas, or amy successor agency, or other governmental authority having jurisdiction. If at any time after the effective
date of the partial termination provisions hereof, the applicable field rules are changed or the well or wells located thereon are reclassified so that less acreage is
theg?i @i gllocated to said well or wells for production purposes, this lease shall thereupon terminatz as to all acreage not thereafter allocated to said well or wells for
prodicthth purposes. Notwithstanding the termination of this lease as 1o a portion of the lands covered hereby, Lessee shall nevertheless continue to have the right of
ingress $#qnd cgress from the lands still subject to this lease for all purposes described in Paragraph 1 hereof, together with casements and rights-of-way for existing
roads,®xisting pipelines and other existing facilities on, over and across all the lands described in Paragraph 1 hereof (“the retained lands®), for access to and from the
retained lands and for the gathering or transportation of oil, gas and other minerals produced from the retained lands.

sene

* 444 1B) 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 3 to all depths below 100 feet below the total depth drilled (hereinafter "decper depths™) in cach well located on acreage retained in Paragraph 16 (A)
abdV3.® ¥Ass on or before two (2) years after the primary or extended term Lessee pays an amount cqual to one-half (1/2) of the bonus originally paid as
considgration for this lease (as specified on page 1 hercof). If such amount is paid, this lease shall be in force and effect as to such deeper depths, and said
termination shall be delayed for an additional period of two (2) years and so long thereafter as oil or gas is produced in paying quantities from such desper depths

coveseelenethis lease.

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

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

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

18. FORCE MAJEURE. If, after a good faith 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 Geod, or
any valid order, rule or regulation of government authority, thea while so prevented, Lessee's obligation to comply with such covenant shall be suspended and Lesses
shall not be liable for damages for failure to comply with such covenants; additionally, this lease shall be extended while 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 il
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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 [j
on the leased premises. If Lessee makes payments on behalf of the owner of the soil under this paragraph, Lessee may recover the cost of these pPayments from mgm
rental and royalties due the owner of the soil.

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soil owns less than the entire undivided surface estate in the above
dﬁﬁbédlMWMerornqleee'sinmisspedﬂedhuﬁn.mlhemyalﬁesmdrmulbatinpmﬁdedwhepddbmccmofdnmil:hmbgpﬁd»h
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
theGencnlLandOﬂ'we.meeorhismdmriz:dchmsenmiwmtmsuhmitmzheCommissiowuflhchnaﬂLmeﬂie:awﬁmmmwﬁ;hcxpwmu
discrepancy between the Miterest purportedly leased under this lease and the actual interest owned by the owner of the soil. The Commissioner of the General Land
Office shall be paid the value of the whole production allocable to any undivided interest not covered by a lease, less the proportionate development and production
cost allocable to such undivided interest. However, in no event shall the Commissioner of the General Land Office receive as a royalty on the gross production
allocable to the undivided interest not leased an amount less than the value of one-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, o
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
paymeats determined on a per acre basis under the terms of this lease during the primary term shall be calculated based upon the number of acres outside the.
boundaries of a pooled unit, or, if after the expiration of the primary term, the number of acres actually retained and covered by this lease.

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

without the prior consent of the owner of the soil.

22. AUTHORIZED DAMAGES. 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, Lesses shall bury its pipelines below plow depth.

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

LI L]

* *®25. POLLUTION. In developing this area, Lessee shall use the highest degree of care and all proper safeguards to prevent pollution. Without limiting the
foregdihg,"pollution of coastal wetlands, natural waterways, rivers and impounded water shall be prevented by the use of containment facilities sufficient to prevent
spilla8®, sedbage or ground wat=r contamination. In the event of pollution, Lessee shall use all means at its disposal to recapture all escaped hydrocarbons or other
pollutafit and shall be responsibic for all damage to public and private propertics.. Lessee shall build and maintain fences around its slush, sump, and drainage pits
and p&%Agerics 50 as to protect livestock against loss, damage or injury; and upon completion or abandonment of any well or wells, Lassee shall fill and level all
slush pie end ccllars and completely clean up the drilling site of ail rubbish thereon. Lessce shail, while conducting operations on the leased premises, keep said
premises froe 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 ad contours as is practicable. Tanks and equipment will be kept painted and presentable.

5. REMOVAL OF EQUIPMENT. Subject to limitations in this paragraph, Lessee shall have the right to remove machinery and fixtures placed by
Les®c} Y We 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, Lesses may not remove casing from any well capable of producing oil
and 3¢ M Qaying quantities. Additionally, Lesses may not draw and remove casing uatil after thirty (30) days written notics to the Commissioner of the General
Land Office and to the owner of the soil. The owner of the soil shall become the owner of any machinery, fixtures, or casing which are not timely removed by Lesses

under the terms of this paragraph.

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

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

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

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

(1) anominee of the owner of the soil; L. . idiary:
(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 partner or is an employee of such a partnership;
(4) a principal stockholder or employee of the corporation which is the owner of the soil;

(5) a partner or employee in a parmership which is the owner of the soil; True and Correct
copy of
Original filed in
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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 conservatoc for the
owner of the soil; or
(7) a family member of the owner of the soil or related to the owner of the soil by marriage, blood, or adoption.

28. RELEASES. Under the conditions contained in this paragraph and Paragraph E,lmmumyﬁmmmmdddivuhlhemuorhmu }
mdphceofrecordlmlmorreleuuwv:rinsmyporﬁonorporﬂonsonhelmedptemisa.mdmacbymndamislns:nsmmhpoﬂjouorponiou;mdh
relieved of all subsequent obligations as to acreage surrendered. Hmpmofmmhmmm&mmmdmm@mklmmlhmud
hylhepmpordonﬂmlh:sumdmdauugebear:romemagewhichwucovacdbythhlas:humediaulypﬁormsuchmdmbowwmmhmlmewm
not relieve Lessee of any liabilities which may have accrued under this lease prior to the surrender of such acreage. .

29. FILING @F 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
assignmeat is not so filed, the rights acquired under this leasz shall be subject to forfeiture at the option of the Commissioner of the General Land Office.

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

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 Lesses should fail to file reports in the manner
required by law or fail to comply with rules and regulations promulgated by the General Land Office, the School Land Board, or the Railroad Commission, or if
Lessee should refuse the proper authority access to the records pertaining to operations, or if Lessee or an authorized agent should knowingly fail or 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
forfeiture, and when forfeited the area shall again be subject to lease under the terms of the Relinquishment Act. However, nothing herein shall be construed as
waiving the automatic termination of this lease by operation of law or by rcason of any special limitation arising hercunder. Forfeitures may be set aside and this
leage® a3} rights thereunder reinstated before the rights of another intervene upon satisfactory evidence to the Commissioner of the General Land Office of furure
comffliah®e with the provisions of the law and of this lease and the rules and regulations that may be adopted relative hereto.

LA LN ]

L L N )

** 83, LIEN. In accordance with Texas Natural Resources Code 52.136, the State shall have a first lien upon all 0il and gas produced from the area covered
by thislease 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
Su}q v addition to the lien provided by Texas Natural Resources Code 52.136 and any other applicable starutory lien, an express contractual lien on and security
interastinll 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 ase 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
suchd€82d minerals in order to secure the paymeant of all royalties or other amounts due or to become due under this lease and to secure payment of any damages or
loss that Lessor may suffer by reason of Lessee’s breach of any covenant or condition of this lease, whether express or implied. This lien and security interest may be
foreclosed yith or without court proceedings in the manner provided in the Title 1, Chapter 9 of the Texas Business and Commerce Code. Lesses agrees that the
Coftfisstdher may require Lessee to executs 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 liens arising from and relating to Lessee's activities upon the above-described property or from Lessee's acquisition of
this';tsf $hould the Commissioner at any time determine that this representation is not true, then the Commissioner may declare this lease forfeited as provided

in.

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 satisfies the execution requirements stated in Texas Natural

Resources Code 52.152.

35. INDEMNITY. Lessee hersby releases and discharges the State of Texas aEd the owner of the soil, their officers, employees, parmers, agents,
contractors, subcontractors, guests, invitees, and their respective successors and assigns, of and from all and any actions and causes of action of every nature, or other
harm, including environmental harm, for which recovery of damages is sought, including, but not limited to, all losses and expenses which are caused by the
activities of Lessee, its officers, employees, and agents arising out of, incidental to, or resulting from, the operations of or for Lesses on the leased premises
hereunder, or that may arise out of or be occasioned by Lessee's breach of any of the terms or provisions of this Agreement, or by any other negligeat or strictly liable
act or omission of Lessee. Further, Lesses hereby agrees to be liable for, exonerate, indemnify, defend and hold harmless the State of Texas and the owner of the soil,
their officers, employees and agents, their successors or assigns, against any and all claims, liabilitics, losses, damages, actions, personal injury (including death),
costs and expenses, or other harm for which recovery of damages is sought, under any theory including tort, contract, or strict liability, including 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 Lesses's operations or any other of Lesses's activitics on the leased premises; those arising from
Lessee's use of the surface of the leased premises; and those that may arise out of or be occasioned by Lessee’s breach of any of the terms or provisions of this '
Agreement or any other act or omission of Lessee, its directors, officers, employees, parmers, agents, conractors, 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 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. ) True and COl"fee{
copy of
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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 mfmmmhwﬁmﬂu&mhimmuwmmmmmam ~
in, on, or under, the leased premises, by any waste, pollutant, or contaminant. Lessee shall not bring or permit to remain on the leased premises any asbestos
containing materials, explosives, toxic materials, or substances regulated as hazardous wastes, hazardous materials, hazardous substances (as the term “Hazardoys
Substance™ is defined in the Comprehensive Environmental Response, Compensation and Liability Act (CERCLA), 42 U.S.C. Sections 9601, et seq.), or toxic
substances under any federal, state, or local law or regulation (“Hazardous Materials™), except ordinary products 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 FCRECOING PROHIBITION
SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND LESSEE SHALL INDEMNIFY, HOLD HARNMLESS AND
DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST ANY CLAIMS, DAMAGES, JUDGMENTS, PENALTIES,
LIABILITIES, AND C%STS (INCLUDING REASONABLE ATTORNEYS® FEES AND COURT COSTS) CAUSED BY OR ARISING OUT OF (T) A
YIOLATION OF THE FOREGOING PROHIBITION OR (II) THE PRESENCE, RELEASE, OR DISPOSAL OF ANY HAZARDOUS MATERIALS ON.
UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE'’S OCCUPANCY OR CONTROL OF THE LEASED PREMISES. LESSEE SH..-\LL.
CLEAN UP, REMOVE, REMEDY AND REPAIR ANY SOIL OR GROUND WATER CONTAMINATION AND DAMAGE CAUSED BY THE
PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE’S
OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITH THE REQUIREMENTS OF APPLICABLE LAW. THIS
INDEMNIFICATION AND ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE ACTIONS UNDERTAKEN
PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IMMEDIATELY GIVE THE STATE OF
TEXAS AND THE OWNER OF THE SOIL WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS PARAGRAPH, UPON
LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY GOVERNMENTAL -
AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBLIGATIONS OF LESSEE
HEREUNDER SHALL SURVIVE THE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF THIS AGREEMENT.

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

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

39. LEASE FILING. Pursuant to Chapter 9 of the Texas Business and Commerce Code, this lease must be filed of record in the office of the County
Clerk in any county in which all or any part of the leased premises is located, and certified copies thereof must be filed in the General Land Office. This lease is not
effestivesuntil 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
Tekas"yaliral Resources Code 52.183. Additionally, this lease shall not be binding upon the State unless it recites the actual and true consideration paid or promised
for gxggytion of this lease. The bonus due the State and the prescribed filing fez shall accompany such certified copy to the General Land Office. i
*.e' * See Exhibit "A" attached for additional lease provisions.

m{ Gy Tatas ot

Clay Johnson

°:"-§ BY:
. TITLE:
TR DATE: /O ~(o" ?5)

L] .
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Robert W._Debolt, mdfviduaxly and as agent for the State of Texas

Individually and as agent for the State of
President a‘f M_ee;kera fﬁ%’estments, Inc. Tax ID#
-
Date: . . J0-1-99 Date:

9 /i
STATE OF W M STATE OF TEXAS
\/ BY N\ ; BY:
Individlal)y and’as agent for the State of Texas Individually and as agent for the State of Texas
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Date: /0~ -3 Date:
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STATE OF (CORPORATION ACKNOWLEDGMENT)

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

MMMDuwmmmBMdmhﬁeph;MB of
ndanbcukdgedmmmnhcxmndugm H
rarmcpu:pommdmnsﬁamumaeinmhmmnuqmmnmcumddudotaidmm :

Given under my hand and seal of office this the day of 19 »
Noa:yl"ubll:hadﬁr

STATE OF __Stata of California - (CORPORATION ACKNOWLEDGMENT)
T O County of San Diego '

BEFORE ME, the undersigned authority, on this day personally appeared_ RObert W. ﬁebolt
known to me to be the person whose name is subseribed o 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 capacity stated, and as the act and deed of said corporation.

Given under my hand and seal of office this the__| dayof __Q MNobe 1998

> ELSIE COSTA
) COMM, # 1030522 Notary Public in and for_Cate of Cslif Qm
;"-' Naolary Public —. Califomia e County of San Diego

N

. s
-

sse ;-_?_ [ S
LTI SAN DIEGO COUNTY =
se i g
STATE @F i _____§ (INDIVIDUAL ACKNOWLEDGMENT)
sene County Qf Sm D{em

J.J. Meeker, Individually

L
* 3 * “Bfore me, the undersigned authority, on this day personally appearcd

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

consuhmtuuherem expressed. ;l'
/ day of Otrk*t»—b&f ,19 4?
T

.:.‘G?en under my hand and seal of office this the
e gr.

CO[?\’;‘-si\f g?g;é\{,g? Notzry Public in and for_State of California
County of San Diago

Notary Public — Califomic
(INDIVIDUAL ACKNOWLEDGMENT)
COUNTY OF /77 [ 001

SAN DIEGO COUNTY ‘
My Comm. Expires MAR 27, 1999 §
Before me, the undersigned authority, on this day personally appeared CZWV C/: '29@ %)’\'
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

Given under my hand and seal of office this the day of ﬁw M y k3 45
20— Baplor€

-w "\, MONICA MARLOWE 7oA >

7% . NOTARY PUBLIC
State of Texas
&5;‘{‘ Comm. Exp. 10-30-82 ¢

LAl

STATE OF 7:&’(0/)

et NNAT

consideration therein expressed. é

‘\

Notary Public in and for

N «n,«f.
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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.

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.

L L]
L

B...lt is further agreed that Lessee, its successors and assigns, shall not erect any buildings or houses on the leased premises and that
*es® @nly those structures which are reasonably necessary for production facilities or tank batteries shall be erected on the surface of
* the leased premises.
& LE LR ] .
*7"* *Notwithstanding any other provisions of this lease to the contrary, it is expressly understood and agreed that Lessee will not
u:-uiollute any water aquifers or fresh water in, upon or under the leased premises, and Lessee agrees to notify the owner of the soil
. In writing if fresh water is encountered during drilling, or if a fresh water formation is penetrated.

.
"¥.**Lessee further agrees to maintain all drill sites and other portions of the surface used or occupied by Lessee, its successors or
vessePssigns, free and clear of weeds and noxious vegetation and will maintain the same in a reasonable manner to prevent additional
*  %Yamage 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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STATE OF TEXAS FILE NO. Al
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Genera! Land Office
Relinguishmnt Act Lease Form
Kevised, September 1997

) OIL AND GAS LEASE
THIS AGREEMENT is made and entered into this 19 _day of_AUGUSYE 19 98 _, berween the State of Texas, acting by and through its
ot TH14 Hade Meel Daniel i1l Mee)
5 . fetime Bepnefit of I.. H. Meeker
ace, Suti t Worth, Texas 76116  ssdagem

(Give Permanent Address)
herein referred to as the owner of the soil (whether one or more), and Clay Johonson

203 W. Wall, Suite 800 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, 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
thercon, to producs, save, take care of, treat and transport said products of the lease, the following lands situated in Reeves Counry, State
of Texas, lo-wit: '
The North 280 acres of Section 30, Block 55, Township 5,

T&P Ry. Co. Survey. ‘

. "
..-.
sese 5
com:iigm - 280 acres, more or less. The bonus consideration paid for this lease is as follows:
' . To the State of Texas: Two Thousand Three Hundred Thirty-three and 25/10Q0---
.:::.. Dollars(S___2,333.25 )
. To the owner of the soil:  TWO Thousand Three Hundred Thirty-three and 25/100——-
. - Dollars (S Zi33S . 25 ) :
L]
s Total bonus consideration: Four Thousand Six Hundred Sixty-six and 50/100-—————
ettt Dollars (S 4,666.50 ) :
. -
The tadibonus consideration paid represents a bonus of Fifty and No/100--
Dollars (S 50.00 ) peracre,on 93, 33 netacres.
2. TERM. Subj:cttamemherprovislonsinmislease:thislea.seshallbeforat::mof Five (5) years from this date

(herein called "prirnary term”) and as long thereafier as oil and gas, or zither of them, is produced in paying qua.mit_icl from said I‘ancL
As used in this lease, the term "produced in paying quantities” means that the receipts from the sale or other authorized commercial use of the substance(s) 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, Y directly to the owner of the soil
and a like amount paid or tendered to the COMMISSIONER OF THE GENERAL LAND OFFICE OF THE STATE OF TEXAS, AT AUSTIN, TEXAS, a delay rental in
the amount specified in the following schedule multiplied by the number of acres then covered by this lease, which payment, when timely made. shall continue this lease for
a period of one (1) additional year. In like manner and upon payment of the amounts set out in the following schedule. this lease may be further continue for successive one-
year periods during the primary term of this lease provided that payment is made on or before the anniversary date

Anniversarv Date Delav Rental per Acre
First S 1.00
Second S 1.00
Third $16.67
Fourth S16.67
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4. PRODUCTION ROYALTIES. Upan production of oil and/or gas, Lessee agrees to pay or cause to be paid one-haif (1/2) of the royalty
provided for in this lease to the Commissioner of the General Land Office of the State of Texas, at Austin, Texas, and one-half (1/2) of such royalty to the owner of
the soil: - ~

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

condensate, distillate, a.na other liquid hydrocarbons recovered from oil or gas run through a separator or other equipment, as hercinafter provided, shall be

/16 part of the gross production or the market value thereof, at the option of the owner of the soil or the Commissioner of the
General Land Office, such value to be determined by 1) the highest posted price, plus premium, if any, offered or paid for oil, condensate, distillate, or other liquid
hydrocarbons, respectively, of a like type and gravity in the general arca where produced and whea run, or 2) the highest market price thereof offered or paid in the
general area where produced and when run, or 3) the gross proceeds of the sale thereof, whichever is the greater. Lesses agrees that before any gas produced from the
leased premises is sold, used or processed in a plant, it will be run free of cost to the royalty owners through an adequate oil and gas scparator of conventional type, or
other equipment at least as cfficient, 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 t=rms and conditions as they prescribe.

®) NON PROCESSED GAS. Royalty on any gas (including flared gas), which is defined as all hydrocarbons and gaseous substances not defined
as oil in subparagraph (A) above, 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.

(&) 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 residuc gas and the liquid hydrocarbons extracted or the market value thereof, at the option of the
owner of the soil or the Commissioner of the General Land Office. All royalties due herein shall be based on one hundred percent (100%) of the total plant
production of residue gas attributable to gas produced Jom 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 produczd 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*hj#ifst percent accruing to a third party processing gas through such plant under a processing agreement negotiated at arm's length (or if there is no such third
parwy, #ite highest percent then being specified in processing agreements or co atracts in the industry), whichever is the greater. The respective royalties on residue gas
an.chmlquid hydrocarbons shall be determined by 1) the highest market pric= paid or offered for any gas (or liquid hydrocarbons) of comparable quality in the
gcmmT area, or 2) the gross price paid or offcred for such residue gas (or the weighted average gross selling price for the respective grades of liquid hydrocarbons),
whicsever is the greater. In no event, however, shall the royalties payable under this paragraph be less than the royalties which would have been due had the gas not

beeg pwcessed.
™ .

(D) OTHER PRODUCTS. Royalty on carbon black, sulphur or any other products produced or manufactured ffom gas (gxczpting liquid hydrocarbons)
WwiRgR? 84id gas be “casinghead,” “dry,” or any other gas, by fractionating, buming or any other precessing shall be 371 partof the
gross production of such products, or the market value thereof, at the option of the owner of the soil or the Commissioner of the General Land Office, such market
value to be determined as follows: 1) on the basis of the highest market price of each product for the same month in which such product is produced, or 2) on the
basis:of&h: average gross sale price of each product for the same month in which such products are produced; whichever is the greater.

‘-/ ,4 essss &. MINIMUM ROYALTY. During any year after the expiration of the primary term of this lease, if this lease is maintained by production, the royaltics
5 paid tinderthis lease in no event shall be less than an amount equal to the total annual delay rental herein provided; otherwise, there shai! be due and payabie 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

I-‘M' preceding year. H-Paragraph-3ofthis-teasedoes ot specify adetay-rental-amount-then for the purposes of this paragraph, the delay rental amount shall be one

dollar ($1.00) per acre.

6. RQYALTY 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 cption 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 s0il'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 :
hercunder 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 proportionatz share of any fuel used to
process gas produced hereunder in any processing plant. Notwithstanding any other provision of this lease, and subject to the written consent of the owner of the soil
and the Commissioner of the General Land Office, Lessee may recycle gas for gas lift purposes on the leased premises or for injection into any oil or gas producing
formation underlying the leased premises after the liquid hydrocarbons contained in the gas have bezn removed; no royalties shall be payable on the recycled gas
until it is produced and sold or used by Lessee in a manner which entitles the royalty owners to a royalty under this lease.

9. ROYALTY PAYMENTS AND REPORTS. All royalties not taken in kind shall be paid to the Commissicner 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 Ceneral Land Offics on or before the Sth day of the second month succesding the month of production, and royalty on gas is duc-and
must be received in the General Land Office on or before the 15th day of the second month succeeding the month of production, accompanied by the n’ﬂ:}am .°.”h°
owmer, manager or other authorized agent, completed in the form and manner prescribed by the General Land Offics 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 valuc including gas meter readings, pipeline receipts, gas line receipts and other checks or memoranda of amount produced and put into pipelines, tanks,
or pools and gas lines or gas storage, and any other reports or records which the General Land Office may require to verify the gross production, disposition and

* market value. In all cases the authority of a manager or agent to act for the Lessee herein must be filed in the General Land Office. Each royalty payment shall be
aocompamedbyuhecksmh.scbedulc.mmyorodwrmimndvmeshowmgbylheumped&na:lLmdomuhlunmhumemoumofmydzybgm‘
paid on each lease. If Lessce pays his royalty on or before thirty (30) days after the royalty paymeat was due, thea Lessee owes 2 penalty of 5% on the royalty or
$25.00, whichever is greater. A royalty payment which is over thirty (30) days late shall accrue a penalty of 10% of the royaity duc or 325.00 whichever is greater,
In addition to a penalty, royalties shall accrue interest at a rate of 12% per year; such interest will begin accruing when the royalty is sixty (60) days overdue.
AfTidavits and supporting documents which are not filed when due shall incur a penalty in an amount set by the General Land Office administrative rule which is
ﬂcmemhﬂwﬁ&eaﬁmuwwmmm The Lessee shall bear all responsibility for paying or causing royalties to be paid as
prescribed by the due date provided herein. Payment of the delinquency penalty shall in no way operate to prohibit the State's right of forfeiture as provided by law
nor act to postpone the date on which royalties were originally due. 'l"bcabovepennltymmonsshalluoupptymmofudedspm:ummesmmmor
the royalty or to that portion of the royalty in dispute as to fair market value. B

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually furnish the Commissioner of the General Land Office with
its best possible estimate of oil and gas reserves underlying this lease or allocable to this lease and shall furnish said Commissioner with copies of all contracts under
which gas is sold or processed and all subsequent agreemems and amendmeants 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 all wells, tanks, pools, meters, and pipelines shall at all times be subject to inspection and
examination by the Commissioner of the General Land Office, the Attorney General, the Govemor, or the representative of any of them. i

(B) PERMITS, DRILLING RECORDS. Written notice of all operations on this lease shall be submitted to the Commissioner of the General
Land Office by Lessee or operator five (5) days before spud date, workover, re-entry, temporary abandonment or plug and abandonment of any well or wells. Such
written notice to the General Land Office shall include 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 lcase or any specific well on the leased premises and that are submitted to the Texas Railroad Commission or any other govemmental
agency shall include the word "State” in the title. Additionally, in accordance with Railroad Commission rules, any signage on the leased premises for the purpose of
identifying wells, tank batteries or other associated improvements to the land must also include the word "State.® Lessee shall supply the General Land Office with
any records, memoranda, accounts, reports, cuttings and cores, or other information relative to the operation of the above-described premises, which may bé
requested by the General Land Office, in addition to those herein expressly provided for. Lessee shall have an electrical and/or radioactivity survey made on the
bore-hole section, from the base of the surface casing to the total depth of well, of all wells drilled on the above described premises and shall transmit a true nupy of

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

e (C) PENALTIES. Lessee shall incur a penalty whenever reports, documents or other materials are not filed in the General Land Office when
duc. mp!nal:yforlm filing shall be set by the General Land Office administrative rule which is effective on the date when the materials were due in the General
Land Office.

(LR
.

*essell. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, during the primary term hereof and prior to discovery and production
of oil or £ gasson 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 oil or:
gas fram 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 sompletion of said dry hole or cessation of production Lessce commences additional drilling or reworking operations thereon, or pays or tenders the next
annual delay rental in the same manner as provided in this lease. If, during the lmywot'lhepnnmytermorwmm sixty (60) days prior thereto, a dry hole be
com1$#3 2%d abandoned, or the production of oil or gas should cease for any cause, Lessee's rights shall remain in full force and effect without further operations.,
until the expjration of the primary term; and if Lessee has not resumed production in paying quantities at the expiration of the primary term, Lessee may maintain this
leasey*@hBucting 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, Lessce may resume payment of the annual reatal in the same manner as provided herein on or before the rental paying date following the
expiration of sixty (60) days from the date of completion of such shut-in oil or gas well and upon the failure to make such payment, this lease shall ipso facto
terminate. If at the expiration of the primary term or any time 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 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 oil or gas well royalties or compensatory royalties is made as provided in this lease.

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

lease, but not less than $1,200 a year for each well capable of producing oil or gas in paying quantitics.
amounieihon for the purposes of this paragraph, the delay rental amount shall be one dollar (51.00) 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 oil or gas from the leased premises, or (3) 60 days
after Lessee completes a drilling or reworking operation in accordance with the lease provisions; whichever date is latest. Such payment shall be made one-half (1/2)
to the Commissioner of the General Land Office and one-half (1/2) to the owner of the soil. If the shut-in oil or gas royalty is paid, the lease shall be considered to be
a producing lease and the payment shall extend the term of the lease for 2 period of one year from the end of the primary term, or from the first day of the month
following the month in which production ceased, and, after that, if no suitable production facilities or suitable market for the oil or gas exists, Lessee may extend the
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, COWE‘JSATDRYROYALTIES. If, during the period the lease is kept in effect by payment of the shut-in oil or gas royalty, oil or gas is sold and
delivered in paying quantities from a well located within one thousand (1,000) feet of the leased premises and completed in the same producing reservoir, or in any
case in which drainage is occurring, the right to continue to maintain the lease by paying the shut-in oil or gas royalty shall cease, but the lease shall remain effective
for the remainder of the year for which the royalty has been paid. The Lessec may maintain the lease for four more successive years by Lessee paying compensatory
mﬂ'fyﬂlhcmyaltymapmﬂdedinmelmofuumutctvalueofpmdwﬁmﬁomth:wumhzmmeuwhﬁhmplmhﬁemepm@dng
reservoir and within one thousand (1,000) feet of the leased premises. The compensatory royalty is to be paid monthly, one-half (1/2) to the Commissioner of the
General Land Office and one-half (1/2) to the owner of the soil, beginning on or before the last day of the month following the month in which the oil or gas is
produced from the well causing the drainage or that is completed in the same producing reservoir and located within one thousand (1,000) feet of the leased premises.
If the compensatory royalty paid in any 12-month period is in an amount less than the annual shut-in oil or gas royalty, Lessee shall pay an amount equal to the
difference within thirty (30) days from the end of the 12-month 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 relicve Lessee of the obligation of reasonable development nor the obligation to drill offset -
wells as provided in Texas Natural Resources Code 52.173; however, at the determination of the Commissioner, and with the Commissioner’s written approval, the

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

16. RETAINED ACREAGE. Notwithstanding any provision of this lease to the contrary, after a well producing or capable of producing oil or gas has
been completed on the Icased 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 leasc is in force and effect two (2) years after the expiration date of the primary or extended term it shall then terminate
as 1o all of the leased premises, EXCEPT (1) 40 acres surrounding each oil well capable of producing in paying quantities and 320 acres surrounding each gas well
capable of producing in paying quantities (including a shut-in oil or gas well as provided in Paragraph 14 hereof), or a well upon which Lessee is then engaged in
continuous drilling or reworking operations, or (2) the number of acres included in a producing pooled unit pursuant to Texas Natural Resources Code 52.151-
52.15] ,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 e ions of the Railroad Commission of Texas, or any successor agency, or other governmental authority having jurisdiction. If at any time after the effective
datt o partial termination provisions hereof, the applicable field rules are changed or the well or wells located thereon are reclassified so that less acreage is
lhcféhau.allocatcd 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
profillction 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
ingre8s 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
rogds? #figting 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

retak®f tands and for the gathering or transportation of oil, gas and other minerals produced from the retained lands.

L) -
*** " {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 fect below the total depth drilled (hereinafter "deeper depths”™) in each well located on acreage retained in Paragraph 16 (A)
above, unkess 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
for this lease (as specified on page 1 hercof). If such amount is paid, this lease shall be in force and effect as to such deeper depths, and said
terminationshall 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

covtf by dhis lease.

(C) IDENTIFICATION AND FILING. The surface acreage retained hercunder as to each well shall, as nearly as practical, be in the form of a square with
the 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 ninety (90)
days after being requested to do so by the General Land Office, then the Commissioner at his sole discretion may designate by written instrument the acreage and/or
depths to be released hercunder and record such instrument at Lessee's expense in the county or counties where the lease is located and in the official records of the

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

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

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

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

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soil owns lcss than the entire undivided surface estate in the above
described land, whether or not Lessec's interest is specified herein, then the royaltics and rental herein provided to be paid to the owner of the soil shall be paid to him
in the proportion which hig 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 thlc‘Sme 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 covercd 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 reccive as a royalty on the gross production
allocable to the undivided interest not leascd 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 cxpiration of the primary term or the extended term, this lease covers a lesser number of acres than the total amount described herein,
payments that are made on a per acre basis hercunder shall be reduced according to the number of acres pooled, released, surrendered, or otherwise severed, so that
payments determined on a per acre basis under the terms of this lease during the primary term shall be calculated based upon the number of acres outside the.
boundaries of a pooled unit, or, if after the expiration of the primary term, the number of acres actually retained and covered by this lease.

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

without the prior consent of the owner of the soil.

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

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

.e
':' o8 24. WELL LOCATION LIMIT. No well shall be drilled ncarer than two hundred (200) feet to any house or bam now on said premises without the
written consent of the owner of the soil. -
5 .e : . .

L. POLLUTION. In developing this area, Lessee shall use the highest degree of care and all proper safeguards to prevent pollution. Without limiting the
fon:go?ng, pollution of coastal wetlands, natural waterways, rivers and impounded water shall be prevented by the use of containment facilities sufficient to prevent
spiljdbt” S’:lpagc or ground water contamination. In the cvent of pollution, Lessce shall use all means at its disposal to recapture all escaped hydrocarbons or other
pollutsh? 2nd shall be responsible for all damage to public and private properties. Lessee shall build and maintain fences around its slush, sump, and drainage pits
and gyghalieries so as 1o protect livestock against loss, damage or injury; and upon completion or abandonment of any well or wells, Lessee shall fill and level all
slush pits afd cellars and completely clean up the drilling site of all rubbish thereon. Lessee shall, while conducting operations on the leased premises, keep said
premisés 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 3 contours as is practicable. Tanks and equipment will be kept painted and presentable.
. .

26. REMOVAL OF EQUIPMENT. Subject to limitations in this paragraph, Lessee shall have the right to remove machinery and fixtures placed by
Less2a da e leased premises, including the right to draw and remove casing, within one hundred twenty (120) days after the expiration or the termination of this
lease 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 quantitics. 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 sail 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)'ASSIGNMEN'I'S. Under the conditions contained in this paragraph and Paragraph 29 of this lease, the rights and estates of cither party to this
lease may be assigned, in whole or in par, and the provisions of this lcasc shall extend to and be binding upon their heirs, devisces, legal representatives, successors
and assigns. However, a change or division in ownership of the land, rentals, or royaltics will not enlarge the obligations of Lessce, diminish the rights, privileges
and estates of Lessee, impair the effectiveness of any payment made by Lessee or impair the effectiveness of any act performed by Lessee. And no change or
division in ownership of the land, rentals, or royalties shall bind Lessee for any purpose until thirty (30) days after the owner of the soil (or his heirs, 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 a
certificd copy of such original) when the ownership changed because of a conveyance. A total or partial assignment of this lease shall, to the extent of the interest
assigned, relicve and discharge Lessee of all subsequent obligations under this lease. If this lease is assigned in its entirety as to only part of the acreage, the right and
option to pay rentals shall be apportioned as between the several owners ratably, according to the area of each, and failure by one or more of them to pay his share of
the rental shall not affect this lease on the part of the land upon which pro rata rentals are timely paid or tendered; however, if the assignor or assignee does not file a
certified copy of such assignment in the General Land Office before the next rental paying date, the entire lease shall terminate for failure to pay the entire rental due
under Paragraph 3. Every assignee shall succeed to all rights and be subject to all obligations, liabilities, and penalties owed to the 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 assignee is:

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

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

(4) a principal stockholder or employee of the corporation which is the owner of the soil; o True and COFFB ot
(5) apartner or employee in a partnership which is the owner of the soil; /ﬁ\\ copy of
S Original filad i
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(6) a fiduciary for the owner of the soil; including but not limited to a guardian, trustee, executor, administrator, receiver, or conservator for the

owner of the soil; or

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

~ 28. RELEASES. Under the conditions contained in this paragraph and Paragraph 29, 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
relieved of all subsequent obligations as to acreage surrendered. If any part of this lease is property surrendered, the delay rental due under this lease shall be reduced
by the proportion that the gurrendered acreage bears to the acreage which was covered by this lease immediately prior to such surrender; however, such release will
not relieve Lessee of any liabilities which may have accrued under this lease prior to the surrender of such acreage.

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

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

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

32. FORFEITURE. If Lessee 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 concerning production or drilling, or if Lessee shall fail or refuse to drill any offset well or wells in good
faith as required by law and the rules and regulations adopted by the Commissioner of the General Land Office, or if Lessee should fail to file reports in the manner
required by law or fail to comply with rules and regulations promulgated by the General Land Office, the School Land Board, or the Railroad Commission, or if
Lessee should refuse the proper authority access to the records pertaining to operations, or if Lessee or an authorized agent should knowingly fail or refuse to give
correct information to the proper authority, or knowingly fail or refuse to furnish the General Land Office a correct log of any well, or if Lessce shall knowingly
violate any of the material provisions of this lease, or if this leasc is assigned and the assignment is not filed in the General Land Office as required by law, the rights
acquiredeunder 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¥gifiyn, 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
waiyjigg the automatic termination of this lease by operation of law or by reason of any special limitation arising hereunder. Forfeitures may be set aside and this
leasg gl QI rights thereunder reinstated before the rights of another intervene upon satisfactory evidence to the Commissioner of the General Land Office of future
compljance with the provisions of the law and of this lease and the rules and regulations that may be adopted relative hereto.

«***°83. LIEN. In accordance with Texas Natural Resources Code 52.136, the State shall have a first lien upon all oil and gas produced from the area covered
by this ledse 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
Staiey ineaddition to the lien provided by Texas Natural Resources Code 52.136 and any other applicable statutory lien, an express contractual lien on and security
interdst in all leased minerals in and extracted from the leased premises, all proceeds which may accrue to Lessee from the sale of such leased minerals, whether such
procecls are held by Lessee or by a third party, and all fixtures on and improvements to the leased premises used in connection with the production or processing of
such |paseddninerals in order to secure the payment of all royalties or other amounts due or to become due under this lease and to secure payment of any damages or
loss that LeSsor may suffer by reason of Lessee's breach of any covenant or condition of this lease, whether express or implied. This lien and security interest may be
foreglpged Mith 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
Comnmissioffer may require Lessee to execute and record such instruments as may be reasonably necessary to acknowledge, attach or perfect this lien. Lessece hereby
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 satisfies the execution requircments stated in Texas Natural

Resources Code 52.152.

35. INDEMNITY. Lessce hereby releases and discharges the State of Texas aEd the owner of the soil, their officers, employees, parmers, agents,
contractors, subcontractors, guests, invitees, and their respective successors and assigns, of and from all and any actions and causes of action of every nature, or other
harm, including environmental harm, for which recovery of damages is sought, including, but not limited to, all losses and expenses which are caused by the
activities of Lessee, its officers, employees, and agents arising out of, incidental to, or resulting from, the operations of or for Lessee on the leased premises
hereunder, or that may arise out of or be occasioned by Lessee’s breach of any of the terms or provisions of this Agreement, or by any other negligent or strictly liable
act or omission of Lessee. Further, Lessee hereby agrees to be liable for, exonerate, indemnify, defend and hold harmless the State of Texas and the owner of the soil,
their officers, employees and agents, their successors or assigns, against any and all claims, liabilities, losses, damages, actions, personal injury (including death),
costs and expenses, or other harm for which recovery of damages is sought, under any theory including tort, contract, or strict liability, including attomeys’ fees and
other legal expenses, including those related to environmental hazards, on the leased premises or in any way related to Lessee's failure to comply with any and all
environmental laws; those arising from or in any way related to Lessee’s operations or any other of Lessee’s activities on the leased premises; those arising from
Lessee’s use of the surface of the leased premises; and those that may arise out of or be occasioned by Lessee’s breach of any of the terms or provisions of this
Agreement or any other act or omission of Lessee, its directors, officers, employees, partners, agents, contractors, subcontractors, guests, invitees, and their respective
successors and assigns. Each assignee of this Agreement, or an interest therein, agrees 1o be liable for, exonerate, indemnify, defend and hold harmless the State of
Texas and the owner of the soil, their officers, employees, and agents in the same manner provided above in connection with the activities of Lessee, its officers,
employees, and agents as described above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF THE INDEMNITY OBLIGATIONS
AND\OR LIABILITIES ASSUMED UNDER THE TERMS OF THIS AGREEMENT SHALL BE WITHOUT LIMITS AND WITHOUT REGARD TO
THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXISTING CONDITIONS), STRICT LIABILITY, OR THE NEGLIGENCE OF ANY PARTY
OR PARTIES (INCLUDING THE NEGLIGENCE OF THE INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE BE SOLE, JOINT,

CONCURRENT, ACTIVE, OR PASSIVE.
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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, ambieat air or any other cavironmental medium
in, on, or under, the leased premises, by any waste, pollutant, or contaminant. Lessee shall not bring or permit to remain on the leased premises any asbestos
containing materials, explosives, toxic materials, or substances regulated as hazardous wastes, hazardous materials, hazardous substances (as the term “Hazardous
Substance” is defined in the Comprehensive Enviroumentai Respoise; Compensation and Liability Ac: (CERTLA), 42 U.S.C. Sections 9601, et seq.), or toxic
substances under any federal, state, or local law or regulation (“Hazardous Materials™), except ordinary products commonly used in connection with oil and gas
exploration and development operations and stored in the usual manner and quantities. LESSEE'S VIOLATION OF THE FOREGOING PROHIBITION
SHALL CONSTITUTE 4 MATERIAL BREACH AND DEFAULT HEREUNDER AND LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND
DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST ANY CLAIMS, DAMAGES, JUDGMENTS, PENALTIES,
LIABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS’ FEES AND COURT COSTS) CAUSED BY OR ARISING OUT OF Mma
YIOLATION OF THE FOREGOING PROHIBITION OR (II) THE PRESENCE, RELEASE, OR DISPOSAL OF ANY HAZARDOUS MATERIALS ON,
UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE’'S OCCUPANCY OR CONTROL OF THE LEASED PREMISES. LESSEE SHALL
CLEAN UP, REMOVE, REMEDY AND REPAIR ANY SOIL OR GROUND WATER CONTAMINATION AND DAMAGE CAUSED BY THE
PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE’S
OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITH THE REQUIREMENTS OF APPLICABLE LAW. THIS
INDEMNIFICATION AND ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE ACTIONS UNDERTAKEN
PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IMMEDIATELY GIVE THE STATE OF
TEXAS AND THE OWNER OF THE SOIL WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS PARAGRAPH, UPON
LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY GOVERNMENTAL
AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBLIGATIONS OF LESSEE
HEREUNDER SHALL SURVIVE THE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF THIS AGREEMENT.

37. APPLICABLE LAW. This lease is issued under the provisions of Texas Natural Resources Code 52.171 through 52.190, commonly known as the
Relinquishment Act, and other applicable statutes and amendments thereto, and if any provision in this lease does not conform 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 ia the
General Land Office of the State of Texas. Once 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 we 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
Clegleip sy 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
effc'ct'ive until a certified copy of this lease (which is made and centified by the County Clerk from his records) is filed in the General Land Office in accordance with
Tauas. ‘I'a%xral Resources Code 52.183. Additionally, this lease shall not be binding upon the State unless it recites the actual and true consideration paid or promised
for &ecution of this lease. The bonus due the State and the prescribed filing fee shall accompany such certified copy to the General Land Office. :

*See Fxhibit "A" attached for deiti nal lease provisions, signatures and
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STATE OF (CORPORATION ACKNOWLEDGMENT)

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

of

hwwummembemepe‘:sonwhosenzmgismhm'bedmthefoﬁphlinmnu
ﬁdnbowkdzedwmmnheexmdmm ;
for the purposes and consideration therein expressed, in the capacity stated, and as the act and deed of said corporation. :

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

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

known to me 10 be the person whose name is subscribed to the forcgoing instrument, as
and acknowledged to me that he executed the
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 3
. o0
.- s *
. oo
sene Notary Public in and for
. . o
LLd
.
sTaltop (INDIVIDUAL ACKNOWLEDGMENT)

COVIIRG OF
. L]
i B.cfore me, the undersigned authority, on this day personally appeared

knowt to m# 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

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

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

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 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.

‘

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 premisés 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.

'.0..

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

sese

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

eeeeddsigns, free and clear of weeds and noxious vegetation and will maintain the same in a reasonable manner to prevent additional

* dimage to owner of the soil’s other land and crops.
L]

Qg“l!!iaon written demand by owner of the soil, Lessee shall build and maintain fences around its slush, sump and drainage pits and
tamk batteries to protect livestock against loss, damage or injury; and upon completion or abandonment of any well or wells,
*%***8ssee 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.

Julian Wade
Meeker for

/¢ J’X- /

A"

< rence Hill Mce er, Trustee U W J g
eeker for Lifetime Benefit of L. H. Meeker

Date:

774

Damel Hill Meeker, Trustee UWO J. R.
Meeker for Lifetighe Bepefit of L. H. Meeker

Date: 4‘ /d) 4&)
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STATE OF TEXAS §

COUNTY OF Tariant §

Before me, the undersigned 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 e that they executed the same for the p oses and consideration therein expressed.

this the / J

coooGiverrander mvRant’ e
; Wf i, e LYMAN
:;, j\ » NOTARY PUBLIC
) STATE OF TEXAS
"zg:“Tf:,‘.' My Comm. Exp. 10-31-98
et : u

STATE OF TEXAS §

COUNTY OF Jawraut s

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 the pupposes and consideration therein expressed.
L A
3°ge0c .;‘yasgunqn_p;g,panq_.ggqéeal this the day of y

-.n'r _,ﬂ‘._.)l‘ l!}‘ln 1._\!\ L‘l|ﬁhl
;

i ) NOTARY PUBLIC
)_y STATE OF TEXAS

m“ V

Ennae” My Comm. Exp. 10-31-98

-4

]
SRAJE OF TEXAS §

C(SUNTY OF (4t ant §

0..'.'
.

veaeees Before me, the undersigned authority, on this day personally appeared Lawrence Hill Meeker, Trustee UWO J. R.
Meekér, for Lifetime Benefit of L. H. Meeker known to me to be the persons whose names are subscribed to the foregoing

mslrument and acknowledged to me that they executed the game for the purposes and consideration therein expressed.
CGGOCLOGC LG T IS OOTRE

| o 'Xigven%ﬂbﬁh’nﬁdhhﬁif&ﬁd sbal this the‘Zdeay ofsééﬁaﬁu@v# 1998.
£ } 4 NOTARY PUBLIC

4§ STATE OF TEXAS
.:r‘-‘ tdy Comm. Exp. 10-21-03
CRGTOVVCOLVGTDO SCOTD

STATE OF TEXAS §

COUNTY OF MIDLAND §

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 g day of Sl/lf)j_ , 1998,
" .
3, MORICA MARLOWE § %Mc‘/ MW
bt

NOTARY PUBLIC Notary Public in and for
State of Texas
Comm. Exp. 10-30-99
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General Land Office
Relinquishmnt Act Lease Form
Kevised, September 1997

OIL AND GAS LEASE-
THIS AGREEMENT is made znd entered into this 19 _day of AUGUSYE 19 98 | berween the State of Texas, acting by and through its
agen i 1983 Trust, Philip J. Boschettl and John L. Marion. Co-Trustees
of
801 Cherry Street, Suite 1500, Fort Worth, Texas 76102 said agent
(Give Permanent Address) =
herein referred to as the owner of the soil (whether one or more), and Clay Johonson
203 W. Wall, suite 800 i
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, k=pt and performed by
Lezssee under this lease, the State of Texas acting by and through the owner of the soil, hereby grants, leases and lets unto Lessee, for the sole and only purpess of
prospecting and drilling for and producing cil and 2as, laying pipe lines, building tanks, storing oil and building power staticns, telephone lines and other structures
thereon, to producs, 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 North 280 acres of Section 30, Block 55, Township 5,
T&P Ry. Co. Survey.

containing_ 280 acres, mere or less. The bonus consideration paid for this lease is as follows:
To the State of Texzs: One Thousand One Hundred Sixty-six and 67/100
Deilars(S__1,166.67 )
RN To the owner of the soil:__One Thousand One Hundred Sixty-six and 67/100=——————————emm—emeem
L Dollars (3 1.166.67 )
(XL N ]
“ee® 3 Total bonus consideration;__Two_Thousand Three Hundred Thirty-three and 34/100
. Dollars (3 2,333 34 ) -
ase e =
The wial $nus consideration paid represeats a bonus of, Titly aEd No/_ S R e e e
= Deollars (5 50.00 ) perace,on46,667 net acrss.
eteeee
L] L L] -
2 TERM. Subject to the other provisions in this lease, this lease shall be foratermof __Five (5) years from this date

L]
(herein callgd "primary term™) and as long thereafler as oil and gas, or cither of them, is producsd in paying quantities from said land.
As a4t this lease, the term "produced in paying quantities” means thar the receipts from the sale or other antherized commercial use of the substancs(s) coversd
exceed out of pocket operational expeases for the six months last past.
(XX R N
L ] L ]

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

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

True and Correct
copy of
Qriginal filed in
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. 4. PRODUCTION ROYALTIES. Upocn producticn of oil and/or gas, Lesses agn:'cs 1o pay or cause to be paid onec-half (1/2) of the royalty
provided for in this lease to the Cornmissioner 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 dzfined as including all hydrocarbons produced in a liquid form at the mouth of the well and also a5 4

condensate, distillate, and other liquid hydrocarbons recoversd from oil or gas run through a separater or cther equipment, as hereinafter provided, shall be
3/16 pant of the gross production or the market value thereof, az the option of the owner of the soil or the Commissicner of the

General Land Office, such vaiue to be determined by 1) the highest posied price, plus premium, if any, offered or paid for oil, condensate, distillate, or other liquid
hydrocarbons, respectively, of a like type and gravity in the general area where produced and when run, or 2) the highest market prics thereof offered or paid in the
general area where proddced and when run, or 3) the gross procesds of the sale thereof, whichever is the greater, Lesses agrees that befors any gas produced fom the
leaszd premises is sold, used or proc=ssed in a plant, it will be run free of cost to the royalty owners through an adequats= oil and gas separator of conventional type, or
other equipment at least as fficient, so that all liquid hydrocarbens recoverable from the gas by such means will be recoversd. The requircraent that such gas be run
through a separator or other equipment may be waived in writing by the royalty owners upon such t=mms and conditions as they prescribe.

(B) NON PROCESSED GAS. Royalty on any gas (including flared gas), which is defined as all hydrocarbons and gascous substances not defineq
as cil 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 s0il or the Commissioner of the General Land Offics, such value to be based on the highest markst price paid or offered for gas of comparable quality in
the general area where produced and whea run, or the gross price paid or offered to the producsr, whichever is the greater; provided that the maximum pressure base
in measuring the gas under this lease shall not at any tin. 2 exceed 14.65 pounds per square inch absolutz, 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 approyed method of testing being used by the industy at the time of iesting.

© PR SED GAS. Royalty on any gas processed in a gascline plant or other plant for the recovery of gasoline or other liquid hydrocarsons
shall be 3/16 part of the residue gas and the liquid hydrocarbons extracted or the market value thereof, at the opticn of the
owner of the soil or the Commissicner of the General Land Office. All ro-alties due herein shall be based on one hundred percent (100%) of the total plant
production of residue gas anributabl= to gas produced Fum this lease, and a fifty percent (50%), or that percent accruing to Lesses, whichever is the greater, of the
total plant production of liquid hydrocarbons artributable to the gas producsd from this lease; provided that if liquid hydrocarbons are recoversd fom zas processed
in a plant in which Lessez (or its pareat, subsidiary or affiliate) owns an interest, then the percentage applicable to liguid hydrocarbons shall b+ fifty percent (50%) or
the highest percent accruing to a third party procsssing gas through such plant under a processing agreement negotiated at arm's length (or if Laere is o such third
party, the highest percent then being specified in processing 2greements or cr wracts in the industry), whichever is the greater. The respective royalties on rzsidue gas
and on liquid hydrocarbons shall be determined by 1) the highest market pric - said or offersd for any gas (or liquid hydrocarbons) of comgarable quality in the
general area, or 2) the gross price paid or offer=d for such residue gas (or the ' zighted average gross selling prics 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 beza due had the gas not
been procsssed.

ting liquid hydrecagbons)

o (D) OTHER PRODUCTS. Royalty on carbon black, sulphur or any other products produced or manufactured Som gas (e:t:g
3/1 partof the

whz':_‘tE g:id gas be “casinghead,” “ary,” or any other gas, by fracticnating, buming or any other precessing shail be -
g-oss production of such preducts, or the markst value thereof, ar the opticn of the owner of the soil or the Commissioner of the General Land Office, such markat
vale? 42 Ba detzrmined 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

basi® 87 thd average gross sale price of each product for the same month in which such products are produced; whichever is the greater. "
L]

o * %% S. MINIMUM ROYALTY. During any year afier the expiration of the primary term of this lease, if this lease is maintained by producticn, the royaltizs
paidemea this lease in no event shall be less than an amcunt equal to the total annual delay reatal herein provided; otherwise, thers shail be due and payabie on or
bc!'c:;c t}'u. !ast day of the month succesding the anniversary date of this lease a sum equal to the total annual rental less the amount of reyalties paid during the

pr:;al'nng year. H-ParsgrophSofthisieascdocsnotspecifr-a-delayrental-amountthen-for the purposcs of this paragraph, the delay rental amount shall be one

dollar ¢51.00) per acre.

L]

*3°°*%. ROYALTY IN KIND. Notwithstanding any other provision in this lease, at any time or from time to time, the owner of the scil or the Commissicner
of the Gengral Land Offics may, at the option of cither, upon not less than sixty (60) days notice to the holder of the lease, require that the payment of any 1'02"3“3‘5‘
accA§f® &such royalty owner under this lease be made in kind. The owner of the soil's or the Corumissioner of the General Land Office's right to taks its royalty in
kind shail 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 of implied,
under this lease. -

7. NO DEDUCTIONS. Lesses agrees that all royalties aceruing under this lease (including those paid in kind) shall be withcut deduction for the cost of
producing, gathering, storing, separating, treating, dehydrating, compressing, processing, transporting, and otherwise making the oil, gas and other producs -~
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 proportionats shars of any fuelused @0
process gas produced hereunder in any processing plant. Nerwithstanding any other provisicn of this lease, and subject to the writtzn conseat of the owner of the soil
and the Commissioner of the General Land Office, Lesses may recycle gas for gas lift purposes cn the leased premises or for injection into any oil or g2s producing
formation underlying the leased premises after the liquid hydrocarbens contained in the gas have bezn removed; ne royalties shall be payable on the eeycled 238
until it is produczd and sold or used by Lzsses in a manner which entitles the royalty owners to a royalty under this lzase.

9. ROYALTY PAYMENTS AND REPORTS. All rovalties not takea in kind shall te paid to the Commissioner of the General Land Officz & Austin,
Tex.s, in the following manner:
the rules set forth in the Texas Register. Rules currently provide that royalty on ail is e

Payment of royalty on preduction of oil and gas shall be as provided in th s
and must be reczivad in the C:neral Land Offics on or before the Sth day of the second menth succesding the menth of production, and royalty on gas is ?L‘—'ll o-t""'
davitof Wiz

71
H

must be rzceived in the General Land Office on or before the 15th day of ths secord menth sucezzding the month of production, accompanied by the af o
owner, managzr cr other authorized agznt, completed in the form and manner prescribed by the Ceacral Land Offics and showing the gross amount ;u-...i u:sgiﬂ i
all oil and gas produczd and the market value of the oil and gas, together with a copy of all documents, records or reports confirming the gross production, G5

pasition
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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,

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 shq)) e
accompanicd by a check stub, schedule, summary or other remittance advics showing by the assigned General Land Office lease number the amount of royalty bej
paid on each lease. If Lessee pays his royalty on or before thirty (30) days after the royalty paymeat was due, then Lesses owes 2 penalty of 5% on the royalty or 8
325.00, whichever is greater. A royalty payment which is over thirty (30) days late shall accrue a penalty of 10% of the royalty due or $25.00 whichever is greater
In addition to a penalty, royaltics shall accrue interest at a rate of 12% per year; such interest will begin accruing when the royaity is sixty (60) days overdye, -
AfTidavits and supporting documents which are not filed when due shall incur a penalty in 2n amouni set by the General Land Offcs adminiszative rule which is
efective on the date when the affidavits or supporting documents were due. The Lesses shall bear al] respensibility for paying or causing royalties to be pajd a5
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 Jay
nor act to postpone the dq: on which royalties were criginally due. The above penalty provisions shall not apply in cases of title dispute as to the State’s portion of
the royalty cr to that portion of the royalty in dispute as to fair mark=t value. - .

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

(B) PERMITS, DRILLING RECORDS. Written notics of all operations oa this lease shall be submitizd to the Commissioner of the General
Land Office by Lessee or operator five (5) days before spud date, workover, re-atry, 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 submitied to the Texas Railroad Commission or any other govemmental
agency shall include the word "State” in the title. Additionally, in accordance with Railroad Commission rules, any signage on the leased premises for the purpose of
identifying wells, tank baneries or other associzted improvements to the land must also include the word "State.® Lessee shall supply the Geaeral Land Office with
any records, memoranda, 3ccounts, reports, cuttings and ceres, or other informaticn relative o the operation of the above-described premises, which may be
requested by the General Land Office, in additicn to those herein expressly provided for. Lessee shail have an electrical and/or radioactivity survey made on the
bore-hole section, from the base of the surfacs casing to the total depth of well, of all wells drilled on the above described premises and shall ransmit a true copy of

the log of each survey on each well to the General Land Office within fiftecn (15) days afier the making of said survey. ¢

(C) PENALTIES. Lesse= shall incur a penalty whenever reports, documents or other materials are not filed in the Gezeral Land Offics when
due. The penalty for late filing shall be set by the General Land Office administrative rule which is effective on the date when the matzrials were due in the Geheral
2

Land Office.

11. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If. during the primary term hereof and prior to discovery and production
of gi? o 84s on said land, Lessee should drill a dry hole or holes therzon, or if during the primary term hereof and after the discovery and actual production of oil o
gas ffoth%the leased premises such producticn thereof should cease Som any cause, this lease shall not terminate if on or before the expiration of sixty (60) days'from
datg %¥§8mpletion of said dry hole or cessarion of production Lessce commencss additional drilling or reworking operations thereon, or pays or tenders the next
annued delfty rental in the same manner as provided in this lease. If, during the last year of the primary term or within sixty (60) days pricr thersto, a dry hole be
compheted and abandoned, or th producticn of oil or gas should csase for any causs, Lesses's rights shall remain in full forcs and effect without further operations_
untilethe expiration of the primary term; and if Lessee has not resumed production in paying quantities at the expiration of the primary term, Lesses may maintain this
leada iy so'nducling additicnal drilling or reworking operations pursuant to Paragraph 13, using the expiration of the primary term as the dats of cessation of
productiorsunder 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
prith§AP %% hereof, Lesses may resume payment of the annual reatal in the same manner as provided herzin on or before the rental paying datz following the
expirygion of sixty (60) days from the dat= of completicn of such shut-in oil or gas well and upon the failure 1o maks 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

accepdunes with the shut-in provisions hersof.

esesed2. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. If, at the expiration of the primary term, neither oil nor gas is being
prodiced on said land, but Lasses is then engaged in drilling or rewerking operations thereon, this lease shall remain in forcs so long as operations on said well or for
drilling or reworking of any additicnal well are prosecuted in good faith and inworkmanlike manner without interruptions totaling more than sixty (60) days during
any one such opeation, and if they result in the production of oil and/or gas, so long thereaftsr as oil and/or gas is produced in paying quantities from said land, or

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

13. CESSATION, DRILLING, AND REWORKING. If, after the expiration of the primary term, production of oil or gas from the Jeased premises, after
oncs obtained, should cease from any cause. this lease shall not terminate if Lessee commencss additional drilling or reworking operations within sixty (60) days
after such cessation, and this leass 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 resuit in the preduction of oil er gas, the lease shall remain in full force and
cfTect for o long as oil or gas is produced from the leased premises in paying quantitics or payment of shut-in oil or gas well royalties or payment of compensatory
royalties is made as provided herein or as provided by law. If the drilling or reworking operations result in the completion of a well as a dry hole, the lca.s.e will not
terminate if the Lesses commencass additional drilling or reworking operations within sixty (60) days afier the completion of the well as a dry hole, and this lease
shall remain in effect so long as Lesse= continues drilling or reworking operations in good faith and in a workmanlike manner without interruptions totaling mors
than sixty (60) days. Lessee shall give writen nctice to the General Land Offics within thirty (30) days of any cessation of production.

14. SHUT-IN ROYALTIES. For purposes of this paragraph, “well® means any well that has been assigned a well number by the state agency !la'fin.g
jurisdiction over the producticn of oil and gas. If, at any time aftzr the expiration of the primary term of a lease that, until being shut in, was being maintained n
foree and effect, 2 well capable of producing oil or gas in paying quantitizs is located on the leased premises, but oil or gas is not being produced for lack o_fsmubi:
production facilities or lack of a suitable market, thea Lessee may pay as a shut-in oil or gas royalty 2n ameunt equal to double the annual rental provided in the
lease, but not less than $1,200 a vear for each well capable of producing cil or 22 in paying quantitics. TS - - eI =ty .

acre, To be effective, cach initial shut-in oil or gas royaity

ameuni—then-{or the purpesss of this paragraph, the delay rental amount shall be one dellar (31.00) per 2
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must be paid on or before: (1) the expiration of the primary term, (2) 60 days after the Lessee ceases to produce oil or gas from the leased premises, or (3) 60 days

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

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

Cenceral 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 i
produced from the well causing the drainage or that is completzd in the same producing reservoir and located within one thousand (1,000) feet of the leaseq Premises.

If the compensatory royalty paid in any 12-month pericd is in an amount less than the annual shut-in oil or gas royalty, Lesses shall pay an amount equal to the y
difference within thirty (30) days from the end of the 12-month period. Compeasatory royalty payments which are not tiusely paid will accrue penalty and interes in .

accordance with Paragraph 9 of this lease. Nobe of these provisions will relieve Lessee of the obligation of reasonable development nor the obligation to drill offsey . -
wells as provided in Texas Natural Resources Code 52.173; hawever, at the determination of the Commissioner, and with the Commissioner’s written approval, the

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

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

(A) VERTICAL. In the event this lease is in force and effect two (2) years after the expiration date of the primary or extended term it shall thea terminate
as 1o all of the leased premises, EXCEPT (1) 40 acres surrounding each oil weil capable of producing in paying quantities and 320 acres surrounding each gas well
capable of producing in paying quantities (including a shut-in oil or gas well as provided in Paragraph 14 hereof), or a weil upon which Lesses is then engaged in
continuous drilling or reworking operations, or (2) the aumber of =5 included in a producing pocled unit pursuant 1o Texas Narural Resources Code  52.151-
52.153, or (3) such greater or lesser number of acres as may then be allocated for production purposes 1o a proration unit for each such producing well,under the rules
and reguiations of the Railroad Commission of Texas, or any successor agency, or other governmental authority having jurisdiction. If at any time after the effective
date of the partial termination provisicns hereof, the applicable field rules are changed or the well or wells located thereon are reclassified so that less acreage is
therzafter allocated o said well or wells for preduction purposcs, this lease shall thereupon terminazz s to all acreags not therzafter allocated to said well or wells for
production purposes. Notwithstanding the termination of this lease as to a portion of the lands covered hereby, Lesses shall nsvertheless continue to have the gght of
ingress to and sgress fom the lands still subjecs 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

rewained lands and for the gathering or transportation of oil, gas and other minerals producsd from the retained lands.

. e z ’ ¢
® e’es’ (B) HORIZONTAL. In the event this lease is in force and effect two (2) years after the expiration «.:= of the primary cr extended term it shall further ks

1eTRipa as to all depths below 100 feet below the total depth drilled (hereinafter "dezper depths™) in each weil located on acreage retained in Paragraph 16 (A)

abtyg.*ufless on or before two (2) years after the primary or extended term Lesses pays an amount =gual to one-half (1/2) of the bonus originally paid as

consigeration for this lease (as specified on page 1 hercof). If such amount is paid, this lease shall be in force and ¢ffect as to such desper depths, and said

lem;igat'im shall be delayed for an additional period of two (2) years and so long thereafter as oil or gas is producsd in paying quantitics from such decper depths .
.o

cowered by this lease.
.e -~

ssane :(C) IDENTIFICATION AND FILING. The surface acreage retained hercunder as to each well shall, as nearly as practical, be in the form of a square with
the Yell Idcated in the center thereof, or such other shape as may be approved by the Commissioner of the General Land Offics. Within thirty (30) days after partial
termiflation of this lease as provided herein, Lesses shall exscute and record a release or releases containing a satisfactory lezal description of the acreage and/or
degis pelretained hereunder. The recorded release, or a centified copy of same, shall be filed in the General Land Office, accompanicd by the filing fee prescribed
by e Gefleral Land Office rules in effect on the date the release is filed. 1f Lesses fails or refuses to execute and record such release or releases within ninety (50)
days 3l Peing requested to do so by the General Land Offics, then the Commissioner at his sclc discretion may designate by wrinea instrument the acreage and/or
depths 10 ®e released hereunder and record such insturnent at Lessee's expense in the county or counties where the lease is locatzd and in the official records of the

General Land Oﬂ_'u:c and such designation shall be binding upon Lesses for all purposes.

17. OFFSET WELLS. Neither the bonus, delay rentals, ner royalties paid, or to be paid, under this lease shall relieve Lesses of his obligation to protect
the oil and gas under the above-described land from being drained. Lesses, sublesses, recziver or other agent in contol of the leased premises shall drill as many
wells as the facts may justify and shall use appropriate means and drill 1o a depth necessary to prevent undue drainage of oil and gas from the leased premises. In
addition, if oil and/or gas should be produc=d in commercial quantities within 1,000 fect of the leased premises, or in any case whers the leased premises is being
drained by production of oil or gas, the Lesses, sublesses, recziver or other agent in control of the leased premises shall in good faith begin the drilling of a well or
wells upon the leased premises within 100 days after the draining well or wells or the well or wells completed within 1,000 fet of the leased premises start producing
in commercial quantities and shall prosecute such drilling with diligencs. 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 detzrmination of the Commissioner of the General Land Office and with his writien approval may the paymeat of

compensatory royalty under applicable starutory parameters satisfy the obligaticn to drill an offset well or wells rzquired under this paragraph.

18. FORCE MAJEURE. If, aiter a good faith effort, Lesses is preveated from complying with any express or implied covenant of this lease, fom
cenducting drilling operaticns on the leased premises, or Som producing cil or gas from the leased premises by reason of war, rebellion, riots, swikes, acts of Ged, °f_
any valid order, rule or regulaticn of government autherity, thea while so prevented, Lessee's obligaticn to comply with such covenant shall be suspended and Lesses
shall not be liable for damages for failure to comply with such covenants; additionally, this leasc shall be extended while Lesses is prevented, by any such cause,
from conducting drilling and rewoerking operations or from producing oil or gas from the leased premises. However, nothing in this paragraph shall Su.sp\:rfd the :
payment of delay rentals in order to maintain this lease in effect during the primary term in the absence of such driiling or rewerking operations or producticn of ol
or gas,
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19. WARRANTY CLAUSE. The owner of the soil warrants and agrees to defend title to the leased premises. 1f the owner of the soil defaults in
payments owed on the leased premises, then Lessee may redeem the rights of the owner of the 5oil in the leased premises by paying any THOTZAge, taxes or o, i
on the leased premises. If Lessee makes payments on behalf of the owner of the soil under this paragraph, Lessez may recover the cost of these Payments hm‘;m’

rental and royalties due the owner of the soil. 1

20. (A) PROPORTICNATE REDUCTION CLAUSE. If the owner of the soil owns less than the entire undivided surfacs estate in the above
described land, whether or not Lessee's interest is specified herein, then the royalties and rental herein provided to be paid (o the cwner of the soil shall be paid 1p him
in the proportion which his intzrest bears to the entire undivided surface estate and the royalties and rental herein provided to be paid to the Commissioner of the
General Land Office of the State of Texas shall be likswise proportionately reduced. However, before Lesses adjusts the royalty or rental due to the Commissioner of
the General Land Office, Lesses or his autherized representative must submit to the Commissioner of the General Land Offics a written statement which explaing u..:
discrepancy between thegnterest 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 producticn allocable to any undivided intar=st net coveresd by alease, less the proporticnatz development and production
cost allocable 1o such undivided interest. However, in no eveat 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-sixieznth (1/16) of suc 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 scil 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 hereunder shall be reduced according to the number of acres pooled, released, surrendered, or otherwise severed, so that
paymeats determined on a per acre basis under the terms of this lease during the primary term shall be calculated based upen the number of acres outside the,
boundaries of a pooled unit, or, if after the expiration of the primary term, the number of acres actually retained and covered by this lease.

21. USE CF WATER. Lessee shall have the right 1o use water producsd on said land necessary for operations under this lease except water from wells or
tanks of the owner of the soil; provided, boweyer, Lessce shall not usc 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, improvement,
livestock and crops on said land.

25. PIPELINE DEPTH. When requestzd by the owner of the soil, L=ssee shall bury its pipelines below plow depth.

24, WELL LOCATION LIMIT. No well shall be drilled nearer than two hundred (200) fest to any house or bam now on said premises wﬁhoutd&e
written consent of the owner of the soil. -

25. POLLUTION. In develcping this area, L=sses shall use the highest degree of cares and all proper safzguards to prevent pollution. Without H:r:iting.rhe
foregoing, pollution of coastal wetlands, narural waterways, rivers and impounded water shall be prevented by the use of containment facilities sufficient to prevent
spillage, sespage or ground wat~r contamination. In the event of pollution, Lessce shall use all means at its disposal to recagture all escaped hydrocarbons or other
pollutant and shall be responsivic for all damage to public and private properties.. Lessee shall build and maintain fences arcund its slush, sump, and drainage pits

Ratteries so as to protect livestock against loss, damage or injury; and upon completion or abandonment of any well or wells, Lesses sha!l fill and level all
slush A8 and cellars and completely clean up the drilling site of all rubbish thercon. Lesses shall, while conducting operations on the leased premises, keep.said
prgh®§e® free of all rubbish, cans, bottles, paper cups or garbage, and upcn completion of operations shall restore the surfacs of the land to as near its original
coneRion®nd contours as is practicable. Tanks and equipment will be kept painted and preseatable. &

*

seee 26. REMOVAL OF EQUIPMENT. Subject to limitations in this paragraph, Lesse= shall have the right to remove machinery and fixtures placed by
Letsacwathe leased premises, including the right 1o draw and remove casing, within one hundred twenty (120) days after the expiration or the termination of this
lease unless the owner of the scil grants Lesses an extension of this 120-day peried. However, Lesses may not remove casing from any well capable of producing oil
an8 34 hlpaying quantities. Additionally, Lzssee may not draw and remove casing until after thirty (30) days written notic: to the Commissioner of the General
Land Dffics and to the owner of the scil. The owner of the z0il shall become the owner of any machinery, fixtures, or casing which are nct timely removed by Lesses
under the {erms of this paragraph.

dsanee

. .27. (A) ASSIGNMENTS. Under the conditions contained in this paragraph and Paragraph 29 of this |case, the rights and estates of cither party to this

lease cny;c assigned, in whole or in pary, and the provisions of this lease shall extend to and be binding upon their heirs, devisees, legal representatives, succsssors
and ssigns. However, a change or division in ownership of the land, rentals, or royalties will not enlarge the obligations of Lesses, diminish the rights, privileges
and estates of Lesse=,-impair the effectiveness of any payment made by Lessee or impair the e&ectiveness 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 sail (or his heirs, devisees, legal
representatives or assigns) furnishes the Lessee with satisfactory written evidencs of the change in ownership, including the original recorded muniments of title (or 2
czrtified copy of such original) whea the ownership changed because of a conveyance. A total or partial assignment of this lease shall, to the extent of the interest
assigned, relicve and discharge Lessee of all subsequent obligations under this lease. If this lease is assigned in its entirsty 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 cor assignee does not filea
czriified copy of such assignment in the General Land Offics before the next rental paying date, the entire lease shall terminate for failure to pay the entire rental due
under Paragraph 3. Every assignes shall succzed to all rights and be subject to all obligations, liabilitics, and penaltics owed to the Stat= 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 Offics, this lease is void as of the time of assignment and the agency powes

of the owner may be forfeited by the Commissicner. An assignment will be treated as if it wer= made 10 the owner of the seil if the assignes is:

(1) anominee of the owner of the scil; ok,
(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 subsidiafy:

(3) aparmership in which the owmer of the soil is a partmer or is an zmploy== of such a partnesship;
(4) a principal stockholder or employes of the corporation which is Lhc_ owner of the soil;
(5) a partner or employes in a partmership which is the owner of the soil;
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(6) afiduciary for the owner of the s0il; including but not limited to a guardian, trustee, executor, administrator, receiver, or conservator for the

owner of the soil; or

(7) a family member of the owner of the s0il 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 executs and deliver to the owner of the soi]

and place of record a release or releases covering any portion or portions of the leased premises, and thereby swrrender this lease as to such portion of portiorns, ang ;2
relieved of all subsequent obligations as to acreage surrendered. If any part of this Jease is property surrendered, the delay rental due under this lease shal! be reduced
by the proportion that the surrendered acreage bears to the acreage which was covered by this lease immediately prior to such surreader: bowever, such release wij)
oot relieve Le=sses of any liabilitics which may have accrued under this lease prior to the surreader of such acreage. .

29. FILING OF ASSIGNMENTS AND RELEASES. If all or any part of this leass is assigned of released, such assigament or release must be resorded in
the county where the land is situated, and the recorded instrument, or a copy of the reecrded instrmment cartisied 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 preseribed filing fee. If any such
assignment is not 5o filed, the rights acquired under this lease shall be subjecz to forfeiture at the option of the Commissioner of the General Land OfSice.

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 rue consideration to be paid for the execution of this lease and the rights and duties of the parties. Any collateral agresments conceming the
development of oil and gas from the leased premises which are not contained in this lease render this lease invalid.

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

interests.

32. FORFEITURE. If Lesses shall fail or refuse to make the paymc-:t of any sum within thirty days after it becomes due, or if Lesses or an authorized
agent should knowingly maks any false recurn or false report conczming productioa or drilling, or if Lessee shall fail or refuse to 471 any offset well or wells in good
faith as required by law and the rules and regulations adopted by the Commissicner of the General Land Offics, or if Lesses should fail w file reports in the manner
required by law or fail to comply with rules and regulations promulgated by the General Land OfScs, the School Land Board, or the Railroad Commission, or if
Lesses sheuld refuse the proper anthority accsss to the records pertaining to operations, or if Lesses or an authorizad agent should knowingly fail or refuse to give
cerrect information to the proper authority, or knowingly fail or refuse to furnish the General Land Offics a correct log of any well, or if Lessez shall knowingly
violate any of the material provisions of this lcase, or if this lease is assigned and the assignment is sot filed in the General Land Offics as required by law, the rights
acquired under this lease shall be subject 1o forfeiture by the Commissioner, and he shall forfeit same whea sufficiently informed of the facts which suthorize a
ferfeiture, and when forfeited the ar=a chall again be subject to lease ur.der the terms of the Relinquishment Act. However, nothing herein shall be construed as
Wwaiving the autornatic termination of this Jease by operation of law or 2y reasen of any special limitaticn arising hereunder. Forfeitures may be sct aside and this
lease and all rights thereunder reinstated befors the rights of another intervene upon satisfactory evidencs to the Commissioner of the General Lars Office of furure
cempliance with the provisions of the law and of this lease and the rules and regulations that may be acoptzd relative hereto. 3

33. LIEN. Inaczordancs with Texas Natural Resources Code 52.136, the State shall have a first lien upon all oil and gas producsd from the area covered
by this lease to secure payment of all unpaid royalty and other sums of money that may become due under this lease. By accsptance of this lease, Lesses zrants the
Staggripetidition to the licn provided by Texas Narural Resources Cods 52.136 and any other applicable statutary [iea, an express conmactual lien on and security
int=rost meall leased minerals in and extracied from the leased premises, all procesds which may accrue to Lessze fom the sale of such leased minerals, whethersuch
procoeede are held by Lesses or by a third party, and all fixturss on and improvements to the leased premises used in connection with the production or processing of
sucf ka:daninerals in order to securs the payment of all royalties or other amcunts due or 1o becorse due under this lzase and to secure payment of any damagz=s or
loss that Lessor may suffer by reason of L=ssee's breach of any covenant or condition of this lease, whether cxpress or implied. This lien and security interest may be
fereclpgedwith or without court proczedings in the manner provided in the Title 1, Chapter 9 of the Texas Business and Commercs Code. Lessee agrees that the
Corfipissigher may require Lessee 10 execute and record such instruments as may be reasconably necsssary to acknowledge, artach or perfect this lien. Lesses hereby
represents that thers are no prior or superior liens arising from and relating to Lesse='s activities upon the above-described property or from Lessee’s acquisition of
this4¢8& *Jhould the Commissioner at any time determine that this representation is not true, thea the Commissioner may declare this lease forfeited as provided

h:r:m..

eeessdt. POOLING. Lesses 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 miferal ifterest for the exploration, development and production of oil or gas or either of them upon the same terms as shall be approved by the School Land
BoaghandeRe Commissioner of the General Land Offics for the pooling or unitizing of the interest of the State under this lease pursuant to Texas Narural Resouress
Code® 52.151-52.153. The owner of the soil agrees that the inclusion of this provision in this lease satisfies the execution requirements stated in Texas Natusal

Resources Code 52.152.

35. INDEMNITY. Lessee hersby releases and discharges the State of Texas aEd the owner of the soil, their officers, employezs, parters, agents,
contractors, subcontractors, guests, invitess, and their respective successors and assigns, of and fom all and any actions and causes of action of svery nature, or other
harm, including environmental harm, for which recovery of damages is sought, including, but not limited to, all losses and expenses which are caused by the
acuvities of Lessee, its officers, employess, and agents arising out of, incidental to, or resulting from, the operations of or for Lesse= on the leased pr-:miscs_ ;
hereunder, or that may arisc out of or be cccasioned by Lessee's breach of any of the terms or provisions of this Agresmeat, or by any other negligeat or strictly hab_]c
ac: or omission of Lessee. Further, Lesse= hereby agrees to be liable for, sxonerats, indemnify, defead 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 artorneys’ fees and
other legal expenses, including those relazed 1o 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 rclated to Lesses's operations or any other of Lessee's activities on the leased premises; those arising ﬁfam
Lesses's use of the surfacs of the leased premises; and those that may arise out of or be cccasioned by Lessee’s breach of any of the terms or provisicns of this
Agresment or any other act or omission of Lessee, its dirscters, officers, employess, parmers, agents, contracters, subcontractors, guests, invitees, and their respective
successors and assigns. Each assignes of this Agr=cment, or an interest thersin, agrees 1o be liable for, exonerate, indemnify, defend and hold harmless the State of
Tex s and the owner of the soil, their officars, employees. and agents in the same manner provided above in connection with the activitics of Lesses, its oﬂ'sc:r;.
employess, and agents as described abeve. 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 NEGLIGENC = BE SOLE, JOINT,

CONCURRENT, ACTIVE, OR PASSIVE.
True and Cerract

P
v copy of
=27« Qriginal filedin
K' "/ Resves County

Clarks Office



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 eavirenmenta) Medinm, -
ia, on, or undez, the leased premises, by any waste, pollutan, or contaminant. Lessee shall not bring or permit to remain on the leased premises any asbestos M
contining materals, explosives, toxic materials, or substances regulated as hazardous wastes, hamardous materials, hazardous substances (as the term “Hazardoys
Substance” is defined in the Comprehensive Environmental Response, Compensaticn and Liability Act (CERCLA), 42 U.S.C. Sections 9601, et 52q.), or toxic
substances under any federal, state, or local law or regulation (“Hazardous Materials™), except ordinary products commonly used in connection with oil ang gas
exploration and development operations 2nd siored in the veval manner and quentities. LESSEE'S YIOLATION OF THE FOREGOING PROHIBITION
SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND LESSEE SHALL INDEMNIFY, HOLD HAR.‘&ILESSAND
DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST ANY CLAIMS, DAMAGES, JUDGMENTS, PENAL‘I‘Ias_
LIABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS' FEES AND COURT COSTS) CAUSED BY OR ARISING OUT OF MmA
YIOLATION OF FOREGOING PROHIBITION OR (II) THE PRESENCE, RELEASE, OR DISPOSAL OF ANY HAZARDOUS MATERIAL S ON
UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OR CONTROL OF THE LEASED PREMISES. LESSEE SH.-LLL‘
CLEAN UP, REMOVE, REMEDY AND REPAIR ANY SOIL OR GROUND WATER CONTAMINATION AND DAMAGE CAUSED BY THE
PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE’S
OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITH THE REQUIREMENTS OF APPLICABLE LAW. THIS
INDEMNIFICATION AND ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE ACTIONS UNDERTAKEN
PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IMMEDIATELY GIVE THE STATE OF
TEXAS AND THE OWNER OF THE SOIL WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS PARAGRAPH, UPON
LEARNING OF THE PRESENCE OF ANY HAZARDOQUS MATERIALS, OR UPCON RECEIVING A NOTICE FROM ANY GOVERNMENTAL °
AGENCY PERTAINING TO BAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBLIGATIONS OF LESSEE
HEREUNDER SHALL SURVIVE THE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF THIS AGREEMENT.

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

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

39. LEASE FILING. Pursuant to Chapter 9 of the Texas Business and Commerss (.chc. this lease must be filed of recerd in the offics of the County
Clerk in any county in which all or any part of the leased premises is located, and certified copies thereof must be filed in the General Land Office. This leas: is not
effective undl a csntified copy of this lease (which is made and cantified by the County Clerk from his records) is filed in the General Land Ofﬁc:lin accordancs with

Texas Natural Resources Code $2.183. Additionally, this lease shall not be binding upen the State unless it recites the actual and true consideration paid or premised
for execution of this lease. The bonus due the State and the prescrited filing fes shall accompany such certified copy to the General Land Cffics. L

* See Exhibit "A" At ed for Additional Provisions
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STATE OF (CORPORATION ACKNOWLEDGMENT),
COUNTY OF '
BEFORE ME, the undersigned autherity, on this day personally appeared -

known 19 mc w be tie person whose name is subscribed 15 the foftgoing instrument, as of
and acknowledged 1o me that he executed the same *
for the purposes and congideration therein expressed, in the capacity staied, and as the act and de=d of said corperation. .

Given under my hand and seal of offics this the day of ;19
Notary l;nblic in and for
STATE OF ' - (CORPORATION ACKNOWLEDGMENT) N
COUNTY OF ‘
BEFORE ME, the undersigned authority, on this day personally appeared . ——
known 1o me 10 be the person whose name is subscribed 1o the foregoing instrument, as ] of

and acknowledged to me that he exccuted the same
for the purposes and consideration therein expressed, in the capacity stazed, and as the act and de=d of said corporation.

Given under my hand and seal of offics this the day of , 18,

Notary Public in and for

STATEOF TEXAS iDIVIDUAL ACKNOWLEDGMENT)

cotatuads__dahhaut

LA LN ] . - - ; »
®ee” Before me, the undersigned autherity, on this day personally appearsd Philip J. Boschetti and John L. Marion.

«Co-Trustees of the Windj Phillips 1983 Trust e
knownp ia me to te the perscns whose names are subscribed to the foregeing instrument, and acknowledged to me thar they execuled the same for the purposes and

: ez
conMgeration therzin expressed.

o:ouéivcn under my hand and seal of office this the A rl day of_&%xﬁ?”(.m , 19 ? g

L /,% JUDITH REMINGTON
: =FK)7) Notary Public, State of Texas
. : es s “awm«®” My Commission Expires 3-1-99 Notary Public in 2ad for
anes .:

STATE OF (INDIVIDUAL ACKNOWLEDGMENT)

T

COUNTY OF mm

Before me, the undersigned authority, on this day personally appeared %(A %hﬂmf\
known to me to be the pertons whose names ars subscribed to the foregoing instrument, and ackowledged to me that they executed the same for the purposes and
consideration therzin expressed.

Octobet .98

7 lnie~7" e ibgne
Notary Puslicinand for__ JtXl™

Given under my hand and seal of offics this the b day of

.a'v‘% MOMICA MARLOWE

S
= t NOTARY PUBLIC
) ’\%5;7 State of Texas
. P s

NN

True and Cerrest
copy of
Qriginal filed in
Reeves County

| 3
Clerks Office




“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
lease is granted, and it shall exercise all rights granted to it herein with due regard for the rights of the owners of the surface.

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

5 .N.otwnhstandmg any other provisions of this lease to the contrary, it is expressly understood and agreed that Lessee will not
« epollute any water aqu1fers or fresh water in, upon or under the leased premises, and Lessee agrees to notify the owner of the soil
. ** 4t writing if fresh water is encountered during drilling, or if a fresh water formation is penetrated.
ae -

8" Lessee further agrees to maintain all drill sites and other portions of the surface used or occupied by Lessee, its successors or
_"qsslgns free and clear of weeds and noxious vegetation and will maintain the same in a reasonable manner to prevent additional

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

woowee
L] -

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

e e ~e@dd tank 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.

.

asscen

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

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

CERTIFIED TRUE AND CORHECT COPY RTlFiC
EB?JLET?F TEXAS - FILE NO: 5{5
OF REEVESp 1y ED: 11/5/98

The above and foregaing-is a full, true and correct photographic copy of the
original record now in my Iawful cuslody and possessvon as the same is

lilegdpcagiag y 655
i CORDED IN THE
° AL P%ﬁ%&%ﬂ"?‘_"’s 11/5/98
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ITAN RESOUHRCES, L.V, ~

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

PARAGON #299:Lease Bonus

Checking Lease Bonus

TITAN RESOURCES, L.P.

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

“ dated 08/19/98 from the State of Texas by Agent
Windi Phillips 1983 Trust, Philip J. Boschetti & John L.
Marion, Trustees, Lessor, in favor of Clay Johnson,
Lessee, covering The 5/280 ac. of
Section 30, Block 55, T-5, T&P Ry. Co. Survey,
Reeves County, Texas.

ACQUISITIQN GHERSRSAER OF THE GENERAL LAND OFFICE 11/2/98

PARAGON #299:Lease Bonus

o ®%e o

C.hccking ‘ Lease Bonus

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

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

Windi Phillips 1983 Trust, Philip J. Boschetti & John L.
Marion, Trustees, Lessor, in favor of Clay Johnson,
Lessee, covering The S/280 ac. of

Section 30, Block 55, T-5, T&P Ry. Co. Survey,
Reeves County, Texas.

WA

=
O
2=

i 1,166.67

002739

1,166.67

1,166.67



TTTAN REDUUHLED, L., °

ACQUISITIONGRNRSEINRER OF THE GENERAL LAND OFFICE 11/2/98

PARAGON #299:Lease Bonus

Checking Lease Bonus

TITAN RESOURCES, L.P.

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

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

Julian Wade Meeker, Daniel Hill Meeker & Lawrence
Hill Meeker, Trustees UWO J. R. Meeker for the
lifetime benefit of L.H. Meeker, Lessor, in favor of Clay
Johnson, Lessee, covering the N/280 ac. of

Section 30, Block 55, T-5, T&P Ry. Co. Survey,
Reeves County, Texas.

ACQUISITIQR CHIFRSRYAER OF THE GENERAL LAND OFFICE 11/2/98

PARAGON #299:L.ease Bonus

* s
* oo
-
Seee

LK
“ne s
.

LT

.
..
s oo
.
L]
.O.-
sae ses

Checking . Lease Bonus

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

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

Julian Wade Meeker, Daniel Hill Meeker & Lawrence
Hill Meeker, Trustees UWO 1. R. Meeker for the
lifetime benefit of L.H. Meeker, Lessor. in favor of Clay
Johnson, Lessee, covering the N/280 ac. of

Section 30, Block 55, T-5, T&P Ry. Co. Survey,
Reeves County, Texas.
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X 2,333.25

002813

2,333.25

2,333.25
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ACQUISITIEON GRFECKINRER OF THE GENERAL LAND OFFICE 11/2/98
PARAGON #299:Lease Bonus Payment in full of 1/2 Lease Bonus Consideration due
the State of Taxas for Oil & Gas Lease
dated 08/19/98 from the State of Texas by Agent
Meeker Investments, Inc., by Robert W. Debolt,
President, & 1.J. Meeker, Individually, Lessor, in favor
of Clay Johnson, Lessee, covering the N/280 ac. of
Section 30, Block 55, T-5, T&P Ry. Co. Survey,
Reeves County, Texas.

&
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Checking Lease Bonus

TITAN RESOURCES, L.P.

ACQUISITIQR (VFHISRINER OF THE GENERAL LAND OFFICE 11/2/98
« "BARAGON #299:1ease Bonus Payment in full of 1/2 Lease Bonus Consideration due
:.:: the State of Texas for Oil & Gas Lease
o 18" dated 08/19/98 from the State of Texas by Agent
Pl Meeker Investments, Inc., by Robert W. Debolt,
e President, & J.J. Mecker, Individually, Lessor, in favor
:‘.": of Clay Johnson, Lessee. covering the N/280 ac. of
e 8 Section 30, Block 53, T-5, T&P Ry. Co. Survey,
ML R+ Reeves County, Texas.
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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-100245
Sec. 30, Blk. 55, T&P Ry. Co. Survey
280.00 ac./233.33 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-100245. Please refer to this number in all future correspondence
concerning the lease.

Your remittance of $5,833.17, 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, ’

VD A Ka.
Drew Reid
Minerals Leasing
Energy Resources

(512) 475-1534

MS/DR






Check #101325

Property Id / MMS Eff. Date Recording Information State County/Parish
1 TX299-389-272-003-00 08/19/1998 | 11/09/98 BK 597 PG 60 ENTRY 003119 TEXAS Reeves
M-100245

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

The North 280 acres of Section 30, Block 55, Township 5, T&P Ry. Co. Survey

X Ho-@T

Payee Name & Address SSN/Tax Id Number
State of Texas, acting by and through the
Commissioner of the General Land Office Federal Tax Withheld
1700 N. Congress Avenue 0.00
Austin, TX 78701 Account Number
Total Bank Charges
0.00
Payment Period Payment Amount Bank Service Property Property
Due Date | (in months) Description Due Charges Sub-Type Sub-Id
08/19/2000 12 Delay Rental 46.67 0.00
Seee
. .
2% aan
Iokaa | | | 0.00] 0.00] ]
'. LT g
L]
IR l I 0.00] 0.00] |
L) .
/1] I [ 0.00] 0.00] [
00 61771
/1] | [ 0.00] 0.00 ] | )

Instructions to depository: you have been designated as depository for the above described payment(s). Please credit the proceeds thereof to the parties
named and in the amounts indicated. Should any difficulty arise, make the deposit in a special account, and contact us |mmed|atelN 0 1 0 1 3 2 5
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Check #101321

Property 1d / MMS

Eff. Date

Recording Information

State

County/Parish

TX299-389-272-001-00
M-100245

08/19/1998 | 11/09/98 BK 596 PG 674 ENTRY 003079

TEXAS

Reeves

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 North 280 acres of Section 30, Block 55, Township 5, T&P Ry. Co. Survey

X gaa

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
08/1942Q00 12 Delay Rental 23.34 0.00
.
'0. .
o [ee | [ 0.00 | 0.00] |
£l | 0.00] 0.00] |
.'."‘
L
rr | 0.00 | 0.00 | |
Nn 1702
£ ] | 0.00 ] 0.00] N e

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 rmmediatelN 0 1 O 1 3 2 1
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Check #101323

Property Id / MMS Eff. Date Recording Information State County/Parish
TX299-389-272-002-00 08/19/1998 | 11/09/98 BK 596 PG 353 ENTRY 003044 TEXAS Reeves
M-100245

Property Name / Lessor

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
Benefit of L. H. Meeker

Property Legal Description

The North 280 acres of Section 30, Block 55, Township 5, T&P Ry. Co. Survey

Payee Name & Address SSN/Tax Id Number

State of Texas, acting by and through the

1700 N. Conaress Avenue 0.0

Commissioner of the General Land Office /] Federal Tax Withheld

Total Bank Charges

Austin, TX 78701 L\\Q " Account Number

0.00
Payment Period Payment Amount Bank Service Property Property
Due Date | (in months) Description Due Charges Sub-Type Sub-Id
*03/19/2000 12 Delay Rental 46.67 0.00
seed®
seet
d l | 0.00] 0.00] [
.o . .'..
[T 1 ] 0.00] 0.00] I
-
AN i | 0.00] 0.00] (00 _cicoa
oo cl
/1| [ [ 0.00] 0.00] |

Instructions to depository: you have been designated as depository for the above described payment(s). Please credit the proceeds thereof to the parties
named and in the amounts indicated. Should any difficulty arise, make the deposit in a special account, and contact us immediatelyN 0 1 O 1 3 2 3
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