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TEXAS GENERAL LAND OFFICE

-

»

GARRY MAURO

COMMISSIONER MEMORANDUM
DATE:  09-Sep-98

TO: Garry Mauro, Commissioner

Spencer Reid, Senior Deputy Commissioner

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

RE: Relinquishment Act Lease

Applicant:  Clay Johnson

County: REEVES Base File #: 128050
Section: 43 Block: 59 Abstract: 4005
Survey: PUBLIC SCHOOL LAND
Prim. Term: 5 years Bonus/Acre $50.00
Royalty: 3/16 Rental/Acre $1.00

Consideration Y

Recommendea: .
Not Recommended:

Comments:

Lease Form

Recommended: Zkg[ fghgf?
Not Recommended:
Comments:

Spencer Reid, Senior Deputy Date: Q-l - ‘iS

Recommended: ﬂ)&

Not Recommended:

Garry Mauro, Commissioner Date:

Approved: @4‘]

Not Approved:




RAL REVIEW SHEET

Transaction # 2794 Gaologist: L. Collier
Lessor- KPW Revocable Trust; MSW Revocable Trust, & MLH Rev | gaeg Date: 8/19/98 1y
Lesses: Clay Johnson Acrss: 247.5
LEASE DESCRIPTION
County BasaFlaNo Part Sec. Block Twp Survey Abst#
REEVES — 128050 ALL g0 Aec. 43 59 00 PUBLIC SCHOOL LAND 4005
REEVES — 131189  ALL /4o Ac.” 43 59 00  PUBLIC SCHOOL LAND 4204
REEVES — 128051 ALL got0 Ac, 44 59 00 PUBLIC SCHOOL LAND 4006
REEVES _ 128052 ALL g0 Ac. 45 59 00  PUBLIC SCHOOL LAND 4007
e B e |y o e
/920 Pee.
TERMS OFFERED TERMS RECOMMENDED
Primary Tern: 5 years i Primary Torm Syears
Bonus/Acre: $50.00 | Bonus/Acre $50.00
Rental/Acre: | $1.00 | Rental/Acre $1.00
Royaity: 3116 ] Royaity 3/16
COMPARISONS
MF # Lesses Date Term Bonus/Ac.  Rental/Ac.  Royaity  Distancs
= ' X Last Leass

| [ I T —

) | L |
Gomments: Gross acres 1,920. First & second year rental $1.00, third & fourth year rental $16.67.

"
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Geazral Land Office - . ~
Relinquishmnt Act Lease Form
Revised, September 1997

\
OILAND GASLEASE Gty rgky
THIS AGREEMENT is made and entered into this 19 day of, 1998, berween the State of Texas, acting by and throuzh
agent, Virginia Gleml—h_ulat?dnm Janes ffun%"&%' m—mslmofﬂemmﬁﬁ’nm
i . V' ] : and Jares Robert Hill, Tndividiglly
500 Throckmorton. Suite 2803, Fort Worth, Texas 76102 said agant
(Give P et Adégess) »
hercin referred to as the owner of the soil (whether one or more), and ay Johnson
203 W. Wall, Suite 800 of
Midland., TX 79701
(Give Permanent Address)

bereinafter called Lesses,

1. GRANTING CLAUSE. For and in consideration of the amounts statzd below and of the covenants and agreements to be paid, kept and perfermed by
Lessee under this lease, the State of Texas acting by and through the owner of the soil, hereby grants, leases and lets unto Lessee, for the sole and only purpess of
prospecting and drilling for and producing oil and gas, laying pipe lines, building tanks, stering oil and building power statens, telephene lines and other structures
thereon, to produce, save, takes care of, treat and transport said products of the lease, the following lands situated in Reeves County, Stats
of Texas, to-wit g

Block 59, Public School Land Survey

Section 43:  All
Section 44: All
Section 45: All

c.om::.ining; 1,920 acres, mere or less. The bonus consideration paid for this lease is as follows:
To the Stats of Texas:  Thirteen Thousard Five Hundred and No/100
....I‘ Ccllars (S 13:%-(1) D)
i, To the owner of e e Thirteen Thousand Five Hundred and No/100-——-————————-
*.0 Dollas (5__13,500.00 )
% Total bonus consideration;__Twenty-seven PROUBRHE ADA WO B0 e i i s sisios s
.::::. Dollars (S__27,000.,00 )
Theestalbnus consideration paid represeats a benus of Fifty and No/100————————— e ——
b Dellars (S 50.00 ) peracs,on _D net acres.

senee o2 TERM. Subject to the other provisions in this I:asel. this lease shal] be for a term of Five ( 5 ) yYyears from this dat=
(hemin c;:[e:! “primary term”) and as long thersafier as oil and gas, or cither of them, is produced ia paying quantitics fom said land.
As uscd ia this lease, the term “producsd in paying quantities” means that the receipts from the sale or other authorized commercial use of the substancs(s) cover=d

excecd Sk of pocket operational expeases for the six menths last past.

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

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

Anniversarv Date De'av Rental per Acre
First $ 1.00
Second S 100
Third $16.67
Fourth $16.67

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




5 4. PRODUCTION ROYALTIES. Upon production of oil and/or gas, Lessee agrees to pay or cause to be paid one-half (1/2) of the royalty
provided for in this lease o 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: i

(A) Q{L- Royalty payable on oil, which is defined as including all hydrocarbons produced in a liquid form at the mouth of the well and alsg a5 al
condensate, distillats, and other liquid hydrocarbons recovered from oil or gas run through a separater or other equipment, as hercinafter provided, shall be
3/16 part of the gross production or the market value thereof, at the opticn of the owner of the soil or the Commissioner of the

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

@B) NON PRCCESSED GAS. Royalty on any gas (including flared gas), which is defined as all hydrocarbons and gaseous substances not defined
as oil in subparagraph (A) above, producsd from any “well on said land (f:cept 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 Gezeral Land Offics, 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 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 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 pressurs aczording w0 Boyle's Law, and for specific gravity according to tests made by the Balancs Method or by the

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

© PROCESSED GAS. Royalty on any gas procsssed 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 hydrecarbeons extractzd or the market value thereof, at the opticn of the
owner of the soil or the Commissicner of the General Land Offics. All royalties due herein shall be based on one hundred percant (100%) of the totai plant
preduction of residue gas anributable to gas producsd frem this lease, and on fifty percent (50%), or that percent accruing to Lessee, “whichever is the greater, of the
total plant procuction of liquid hydrocartens artsibutable to the gas producsd £om this lease; provided that if liquid hydrccarbons are recoversd from 23s processad
in a plant in which Lesses (or its parent, subsidiary or affiliate) owns an interesy, then the percentags applicable to liquid hydrocarbons shall be fifty percent (50%) cr
the highest percent accruing to a third party processing gas through such piact under a procsssing agresment negotiated at arm's length (er if there is no such third
party, the highest percent then being specified in processing agreements or contracts in the industry), whichever is the greater. The respective royalties on residue gas
and on liquid hydre car=ans shall be determined by 1) the highest market prics paid or vffered for any gas (or liquid hydrocartens) of comparable quality in'the
general area, or 2) the 7 ©ss pricz paid or offered for such residue gas (or the weighted average oss selling price for the ==pective grades of liquid hydro ns),
:hiche-vcr is the greater. In no event, however, shall the royaltics payable under this paragraph be less than the royalties ‘whaich would have beza duc had the gas not

ecn processed.

. o 1
®e e (D) OTHER PRODUCTS. Royait+ on carbon black, sulphur or any other products producsd or manufactursd Scm gas (excepting liquid hydrccs.r,‘:on.s)
whelie said gas be "casinghead,” "dry,” or any other gas, by fractionating, buming or any cther precessing shall be - JF1E partofthe *
gr@gaftouction of such products, or the market value thereof, at the option of the owner of the soil cr the Commissioner of the General Land Office, such markst
valugto be determined as follows: 1) on the basis of the highest market pricz of each product for the same month in which such product is produced, or 2) on the
ba.si‘s_oﬂhe average gross sale prics of cach preduct for the same month in which such products are producsd; whichever is the greatsr. ',
L]

$

.

**%® 5. MINIMUM ROYALTY. During any year aiter !hc,e_:_:pg:(‘iun of the primary term of this lease, if this lease is maintained by production, the royaltics
paid waded this leass in no event shall be less than an amount equal to the total annual delay reatal herein provided; otherwise, there shzil be due and payable on or
beflre the last day of the month mucceeding the anniversary dat= of this lease a sum squal to the total annual rental less the amount of r-aitics paid during the
precing year. - or the purpeses of this paragraph, the delay rental amount shall be one

dq)ly (3%00) per acre.

eeel 8- ROYALTY IN KIND. Notwithstanding any other provision in this lease, at any time or ffom time to time, the owner of the soil or the Commissioner
of the Cemeral Land Office may, at the opticn of either, upon not less than sixty (60) days notics to the holder of the lease, require that the payment of any royalties
accruing to such royalty owner under this lease be made in kind. The owner of the soil's or the Commissioner of the General Land Office’s right to taks its royalty in
kind shall not diminish or negate the owner of the soil's or the Commissioner of the General Land Gffice's rights or Lzsses's obligations, whether express of implied,

under this lease.

7. NO DEDUCTIONS. Lesses agress that all royalties accruing under this lease (including those paid in kind) shall be without deducticn for the cost of
producing, gathering, storing, separating, treating, dehydrating, compressing, procassing, transperting, and otherwise making the oil, gas and other producs x
herzunder ready for sale or use. Lesses agress to compute and pay royalties on the gross value recsived, including any reimburzements for severancs taxes and
production related costs.

8. PLANT FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as may represent this lease's propertionats share of any fue! used to )
process gas zroducsd hersunder in any proc=ssing plant. Norwithstanding any other provision of this lease, and subject to the written consent of the owner of:h'c soil
and the Commissioner of the General Land Office, Lesses may recyele gas for gas lift purposes on the leased premises or for injection into any oil or gas producing
formaticn underlying the leased premises aier the liquid hydrecarbons cont:ined in the gas have Zezn removed; no royalties shall be payable on the zcycled 325
until it is producsd and sold or used by L=ssce in a manner which entitles the royalty owners 1o a royalty under this lsase.

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

Pavmeat of royalty on production of oil and gas shall be as provided ir the rules set forth in the Texas Register. Rules currently provide that myalrylon oil is due
and r:ust be reczived in the General Land Offics on cr bafore the 5th day of the secand menth suczszding the month of production, and royalty on 235 18 du:_:md :
must be received in the General Land Offics on or befors the 15th day of the second menth succezding the month of preduction, accampanied by the u'mfaw: .ofh-=
owner, manager or other acthorized agent, completed in the form and manner prescribed by the General Land Offics and showing the gross amount and disposit:ea
all ail and gas produced and the market value of the oil and gas, together with 2 copy of all documents, records or reperts cenfirming the gross production, digpORson

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

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

(B) PERMITS, DRILLING RECORDS. Written notice of all operations on this lease shall be submitted to the Commissioner of the General
Land Office by Lessce or operator five (5) days before spud date, workover, re-entry, temporary abandonment or plug and abandonment of any well or wells. Such
written notice to the General Land Office shall include copies of Railroad Commission forms for application to drill. Copies of well tests, completion reports and
plugging reports shall be supplicd to the General Land Office at the time they are filed with the Texas Railroad Commission. All applications, permits, reports or
other filings that reference this lease or any specific well on the leased premises and that are submitted to the Texas Railroad Commission or any other governmental
agency shall include the word "State” in the title. Additionally, in accordance with Railroad Commission rules, any signage on the leased premises for the purpose of
identifying wells, tank barteries or other associated improvements to the land must also include the word "State.® Lessec shall supply the General Land Office with
any records, memoranda, accounts, reports, cuttings and cores, or other information relative to the operation of the above-described premises, which may be
requested by the General Land Office, in addition to those herein expressly provided for. Lessee shall have an electrical and/or radioactivity survey made on the 5
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 1o the General Land Office within fifteen (15) days after the making of said survey.

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

11. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, during the primary term hereof and prior to discovery and production
of oil'or%&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 fionfthe leased premises such production thereof should cease from any cause, this lease shall not terminate if on or before the expiration of sixty (60) days Fom
date, 8@ Mpletion of said dry hole or cessation of production Lessee commences additional drilling or reworking operations thereon, or pays or tenders the next
annufi®iel#y 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
compléted 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 opcmiorff
untif ehesexpiration 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
leasesmmoonducting additional drilling or reworking operations pursuant to Paragraph 13, using the expiration of the primary term as the date of cessation of
pmgg«‘:.ﬁ.o:t:.mde.r Paragraph 13. Should the first well or any subsequent well drilled on the above described land be completed as a shut-in oil or gas well within the
primary team hereof, Lessce may resume payment of the annual reatal in the same manaer as provided herein on or before the rental paying date following the
expiragion of sixty (60) days from the date of completicn of such shut-in oil or gas well and upon the failure to make such payment, this lease shall ipso facto
terminate. Jf 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

acchPduhed with the shut-in provisions hercof.

- "
®s®**22. 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 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 Lesses commences additional drilling or reworking operations within sixty (60) days after the completion of the well as a dry hole, and this lease
shall remain in effect so long as Lessee continues drilling or reworking operations in good faith and in a workmanlike manner without interruptions totaling more
than sixty (60) days. Lessce shall give written notice to the General Land Office within thirty (30) days of any cessation of producticn.

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

lease, but not less than $1,200 a year for each well capable of producing oil or gas in paying quantitics.
amaunim-then fOr the purposes of this paragraph, the delay rental amount shall be one dollar (51.00) per acre. To be effective, cach initial shut-in oil or gas royalty
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must be paid on or before: (1) the expiration of the primary term, (2) 60 days after the Lessee ceases to produce oil or gas from the leased premises, or (3) 60 days .
after Lessee completes a drilling or reworking operation in accordance with the lease provisions; whichever date is latest. Such payment shall be made one-half (1/2) !
to the Commissioner of the General Land Office and one-half (1/2) to the owner of the soil. 1f the shut.in 5i! 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
ccessive periods of one (1) year by paying the same amount each year on or before the expiration of each shut-in year.

LY .

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 leased premises and completed in the same producing reservoir, or in amy . -
case in which drainage is occurring, the right to continue to maintain the lease by paying the shut-in oil or gas royalty shall cease, but the lease shall remain effective ...
for the remainder of the year for which the royalty has been paid. The Lessee may maintain the lease for four more successive years by Lessee paying compensatory X
royalty at the royalty rate provided in the lease of the market value of production from the well causing the drainage or which is completed in the same producing
reservoir and within one thousand (1,000) feet of the leased premises. The compensatory royalty is to be paid monthly, one-half (1/2) to the Commissioner of the
General Land Office and one-half (1/2) to the owner of the soil, beginning on or before the last day of the month following the month in which the oil or gas is
produced from the well causing the drainage or that is completed in the same producing reservoir and located within one thousand (1,000) feet of the leased premises.

If the compensatory royalty paid in amy 12-month period is in an amount less than the annual shut-in oil or gas royalty, Lessee shall pay an amount equal to the .
difference within thirty (30) days from the end of the 12-month period. Compeasatory royalty payments which are not timely paid will accrue penalty and interest in
accordance with Paragraph 9 of this lease. None of these provisions will 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 royaltics can satisfy the obligation to drill offset wells. 3
16. RETAINED ACREAGE. Notwithstanding any provision of this Jease to the contrary, after a well producing or capable of producing oil or gas has

been completed on the leased premises, Lessee shall exercise the diligence of a reasonably prudent operator in drilling such additional well or wells as may be
reasonably necessary for the proper development of the leased premises and in marketing the production thereon.

lease for four more su

(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 Lessce is then engaged in
continuous drilling or reworking operations, or (2) the number of acres included in a producing pooled unit pursuant to Texas Natural Resources Code  52.151-
52.153, or (3) such greater or lesser number of acres as may then be allocated for production purposes to a proration unit for each such producing well under the rules
and regulations of the Railroad Commission of Texas, or any successor agency, or other governmental authority having jurisdiction. If at any time after the effective
date of the partial termination provisions hereof, the applicable field rules are changed or the well or wells located thereon are reclassified so that less acreage is
thereafter allocated to said well or wells for production purposes, this lease shall thercupon terminate as to all acreage not thereafter allocated to said well or wells for
production purposes. Notwithstanding the termination of this lease as to a portion of the lands covered hereby, Lessee shall nevertheless continue to have the right of
ingress to and egress from the lands still subject to this lease for all purposes described in Paragraph 1 hereof, together with casements and rights-of-way for existing
roads, existing pipelines and other existing facilities on, over and across all the lands described in Paragraph 1 hereof ("the retained lands®), for access to and from the

retained lands and for the gathering or transportaticn of oil, gas and other minerals produced from the retained lands. 21

&

. - "
® *®(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
terrpthd®®s; to all depths below 100 feet below the total depth drilled (hereinafter "deeper depths™) in each well located on acreage retained in Paragraph 16 (A)
above,® unftss 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 vi
considtration for this lease (as specified on page 1 hereof). If such amount is paid, this lease shall be in force and effect as to such dezper depths, and said
terrpmasen shall be delayed for an additional period of two (2) years and so long thereafter as oil or gas is produced in paying quantities from such deeper depths

covescdsby this lease.

.

i zC) IDENTIFICATION AND FILING. The surface acreage retained hereunder as to each well shall, as nearly as practical, be in the form of a square with
the wall located in the center thereof, or such other shape as may be approved by the Commissioner of the General Land Office. Within thirty (30) days after partial
termnination, 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
depts*dt detained 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 Gengral Land Office rules in effect on the date the release is filed. If Lessee fails or refuses to execute and record such release or releases within ninety (50)
dayS Mt Qeing requested to do so by the General Land Office, then the Commissioner at his sole discretion may designate by written instrument the acreage and/or
depths to be released hereunder and record such instrument at Lessee's expense in the county or counties where the lease is located and in the official records of the

General Land Office and such designation shall be binding upon 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 draincd. 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 producsd in commercial quantities within 1,000 feet of the leased premises, or in any case where the leased premises is being
drained by production of ail 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 starutory offset obligation may subject this lease and the owner of the
soil's agency rights to forfeiture. Only upon the determination of the Commissioner of the General Land Office and with his written approval may the payment of
compensatory royalty under applicable statutory parameters satisfy the obligation to drill an offset well or wells required under this paragraph.

18. FORCE MAJEURE. If, after a good faith effort, Lesses is prevented from complying with any express or implied covenant of this lease, from
conducting drilling operations on the leased premises, or from producing oil or gas from the leased premises by reason of war, rebellion, riots, strikes, acts of God, or
any valid order, rule or regulation of government authority, then while so prevented, Lessec's abligation to comply with such covenant shal] be suspended and Lesse2
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 lcased premises. However, nothing in this paragraph shall suspend the
payment of delay rentals in order to maintain this lease in ¢ffect during the primary term in the absence of such drilling or reworking operations or production of oil

or gas.
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19. WARRANTY CLAUSE. The owner of the soil warrants and agrees to defend title to the leased premises. If the owner of the soil defaults in
payments owed on the leased premises, then Lessee may redeem the rights of the owner of the soil in the leased premises by paying any mortgage, taxes or other liens
on the leased premises. If Lessee makes payments on behalf of the owner of the soil under this paragraph, 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 cwns less than the entire undivided surface estate in the above
described Jand, whether or not Lessee's interest is specified herein, then the royalties and reatal herein provided to be paid 1o the owner of the soil shall be paid to him
in the proportion which h’ 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 Lesses 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 L ang
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, or
if, at any time after the expiration of the primary term or the extended term, this lease covers a lesser number of acres than the total amount described herein,
payments that are made on a per acre basis hercunder shall be reduced according to the number of acres pooled, released, surrendered, or otherwise severed, so that
payments determined on a per acre basis under the terms of this lease during the primary term shall be calculated based 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 reained and covered by this lease.

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

without the prior consent of the owner of the soil.

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

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

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

25. POLLUTION. In developing this area, Lessee shall use the highest degree of care and all proper safeguards to prevent pollution. Without limiting the
foregoing, pollution of coastal wetlands, natural waterways, rivers and impounded water shall be prevented by the use of containment facilities sufficient to prevent
spillage, secpage or ground water contamination. In the event of pollution, Lessee shall use all means at jts disposal to recapture all escaped hydrocarbons or other
pollyag gnd 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®tgMic bftterics so as to protect livestock against loss, damage or injury; and upon completion or abandonment of any well or wells, Lessee sha!l fill and leve! all
isand ccllars and completely clean up the drilling site of all rubbish thereon. Lessee shall, while conducting operations on the leased premises, keep said -

slus
premj aﬁge of all rubbish, cans, bottles, paper cups or garbags, and upon completion of operations shall restore the surface of the land to as near its original
condition and contours as is practicable. Tanks and equipment will be kept painted and preseatable. "é\

«****26. REMOVAL OF EQUIPMENT. Subject to limitations in this paragraph, Lessee shall have the right to remove machinery and fixtures placed by
Less®2 8 the leased premises, including the right to draw and remove casing, within one hundred twenty (120) days after the expiration or the termination of this
leags ynesd 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 Pas in Paying quantities. Additionally, Lessee may not draw and remove casing until after thirty (30) days written notics to the Commissioner of the General
Land Office and to the owner of the soil. The owner of the soil shall become the owner of any machinery, fixtures, or casing which are not timely removed by Lessee

unger the terms of this paragraph.

veses 2l (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&e assigned, in whole or in part, and the provisions of this lease shall extend to and be binding upon their heirs, devisees, legal representatives, successors
and assigns. However, a change or division in ownership of the land, rentals, or royalties will not enlarge the obligations of Lessee, diminish the rights, privileges
and estates of Lessee, impair the effectiveness of any payment made by Lessee or impair the effectiveness of any act performed by Lesses. And no change or
division in ownership of the land, rentals, or royalties shall bind Lessee for any purpose until thirty (30) days after the owner of the soil (cor his heirs, devisees, legal
representatives or assigns) fumishes the Lessee with satisfactory written evidence of the change in ownership, including the original recorded muniments of title (or 2
certified copy of such original) when the ownership changed because of a conveyance. A total or partial assignment of this lease shall, to the extent of the interest
assigned, relieve and discharge 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 leasc in whole or in past by
assignment without the prior written approval of the Commissioner of the General Land Office, this lease is void as of the time of assignment and the agency power

of the owner may be forfeited by the Commissioner. An assignment will be treated as if it were made 1o the owner of the soil if the assignes is:

(1) anominee of the owner of the soil; o
(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 employce of such a partnership;
(4) a principal stockholder or employee of the corporation which is th:_ owner of the soil;
(5) a partner or employes in a parmership which is the owner of the soil;
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(6) a fiduciary for the owner of the soil; including but not limited 10 a guardian, trustee, executor, administrator, receiver, or conservator for the
owner of the soil; or

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

23. RELEASES. Under the conditions contained in this paragraph and Paragraph 29, Lessee may at any lime exccute and deliver to the owner of the il
and place of record a release or releases covering any portion or portions of the leased premises, and thereby surrender this leasz 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 surrcadered, the delay rental due under this lease shall be reduced
by the proportion that thésurrendered acreage bears to the acreage which was covered by this lease immediately prior to such surrender; however, such release wil]
not relieve Lessee of any liabilities which may have accrued under this lease prior to the surrender of such acreage. ;

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

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

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

interests.

32. FORFEITURE. If Lessee shall fail or refuse to make the payment of any sum within thirty days after it becomes due, or if 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 1o file reports in the manner
required by law or fail to comply with rules and regulations promulgated by the General Land Office, the School Land Board, or the Railroad Commission, or if
Lessee should refuse the proper authority access to the records pertaining to operations, or if 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 whea sufficiently informed of the facts which authorize a
forfeiture, and when forfeited the arca shall again be subject to lease under the terms of the Relinquishment Act. However, nothing herein shall be construed as
waiving the automatic termination of this leass by operation of law or by reason of any special limitation arising hereunder. Forfeitures may be set aside and this
lease and all rights thereunder reinstated before the rights of another intervene upon satisfactory evidence to the Commissioner of the General Land Office of future
compliance with the provisions of the law and of this lease and the rules and regulations that may be adopted relative hereto.

33. LIEN. In accordance with Texas Natural Resources Code 52.136, the State shall have a first lien upon all oil and gas produced from the area covered
by this Igase to sccure payment of all unpaid royalty and other sums of money that may bezome due under this lease. By acceptance of this lease, Lessee grants the
Staee, if addition {0 the lien provided by Texas Natural Resources Code 52.136 and any other applicable starutory lien, an express contractual lien on and security
in 'g'l.a.ll 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
progccdsare held by Lessce 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 fc.ascd mincrals 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
foraclo}d with or without court proceedings in the manner provided in the Title 1, Chapter 9 of the Texas Business and Commerce Code. Lessee agrees that the
Comt&ner may require Lessee to execute and record such instruments as may be reasonably necessary to acknowledge, artach or perfect this lien. Lessee hereby
repersnys fhat there are no prior or superior liens arising from and relating to Lessec's activities upon the above-described property or from Lessee's acquisition of
this [ase. Should the Commissioner at any time determine that this representation is not true, then the Commissioner may declare this lease forfeited as provided

herein®

Ld
LEXLX]
¢ "84 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 zmcrcst for the exploration, development and production of oil or gas or either of them upon the same terms as shall be approved by the School Land
Boand and¢he Commissioner of the General Land Office for the peoling or unitizing of the interest of the State under this lease pursuant to Texas Natural Resources
Code 52.151-52.153. The owner of the soil agrees that the inclusion of this provision in this lease satisfics the execution requirements stated in Texas Natural

Resources Code 52.152.

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

CONCURRENT, ACTIVE, OR PASSIVE.
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36. ENVIRONMENTAL HAZARDS. Lessee shall use the highest degree of care and all reasonable safeguards to prevent contamination or pollution of
any environmental medium, including soil, surface waters, groundwater, sediments, and surface or subsurface strata, ambient air or any other environmenta] medium -
in, on, or under, the leased premises, by any waste, pollutant, or contaminant. Lessee shall not bring or permit to remain on the leased premises any asbestos
containing materials, explosives, toxic materials, or substances regulated as hazardous wastes, hazardous materials, hazardous substances (as the term “Hazardoys
Substance™ is defined in the Comprehensive Environmental Response, Compensation and Liability Act (CERCLA), 42 U.S.C. Sections 9601, et seq.), or toxic
substances under any federal, state, or local law or regulation (“Hazardous Materials™), except ordinary products commonly used in connection with oil and gas
exploration and development operations and stored in the usual manner and quantities. LESSEE'S VIOLATION OF THE FOREGOING PROHIBITION
SHALL CONSTITUTEMA MATERIAL BREACH AND DEFAULT HEREUNDER AND LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND
DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST ANY CLAIMS, DAMAGES, JUDGMENTS, PENALTIES,
LIABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS' FEES AND COURT COSTS) CAUSED BY OR ARISING OUT OF maA
VIOLATION OF THE 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 ENYIRONMENTAL LAW OR REGULATION. LESSEE SHALL IMMEDIATELY GIVE THE STATE OF
TEXAS AND THE OWNER OF THE SOIL WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS PARAGRAPH, UPON
LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY GOVERNMENTAL -
AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBLIGATIONS OF LESSEE
HEREUNDER SHALL SURVIVE THE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF THIS AGREEMENT.

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

prevail over any nonconforming lease provisions.

38. EXECUTION. This oil and gas lease must be signed and acknowledged by the Lessee before it is filed of record in the county records and in the
General Land Office of the State of Texas. Once the filing requirements found in Paragraph 39 of this lease have been satisfied, the cffective 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
effective until a centified copy of this lease (which is made and certified by the County Clerk from his records) is filed in the General Land Office in accordancs with
Texas Natural Resources Code 52.133. Additionally, this lease shall not be binding upon the State unless it recites the actual and true consideration paid or promised
for execution of this lease. The bonus due the State and the prescribed filing fee shall accompany such certified copy to the General Land Office. Ly

* See Exhibit "A" at%&d for additional lease provisions.
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STATE OF TMJD | &Mgmmomm
COUNTY OF I 'g ugwﬂ AR )

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

—

of

kncwn:cme_tobeihcpqsonwlwum:issubsm‘b:dmmefof:goinginmwnl.n —

mdnknowlcdgedmmemubcumwdhm A
forlhepurpos:sandcunsxda'aﬁonmmmcxprmed.h:hcmu:tymd.ndslhcnmddmdofnidmm .

Given under oy hand and seal of office this the,_ 2. day of ﬂbml’ s 18

RPN MONICA MARLOWE
g / ’(“ Ngmy public inand for___ | SKULS

! * t NOTARY PUBLIC
* «-" ,c State of Texas
? (EERPORATREN ACKNOWLEDGMENT)

“s <% Comm. Exp. 10-30-99
1t

STATEOF ___TEXAS

AN

countyor__TARRANT

BEFORE ME, the undersigned authority, on this day personally appeared___ JOM A. St;?;sky
known to me to be the person whose name is subscribed to the forcgoing instrument, as Co-Trustee ] of

Houston and e Hill Trust Estate __and acknowledged to me that he executed the same
for the purposes and consideration thercin expressed, in the capacity stated, and as the act and dezd of said mm Trust.

Given under my hand and seal of office this the 14th day of SEDimDE’T 19 98 .

SHEILA D. RICHARDS
Hitary Public, Sate of Texss 1) | Notary Publicinandfor__1@rrant County, TX

A Commission Explres June 27,1322

STATE OF (INDIVIDUAL ACKNOWLEDGMENT)
cowls¥’er__TARRANT
o " * % *Before me, the undersigned authority, on this day personally appearsd Virginia Glenn Hill Iattimore, Individmlly and as "
Hill Trust FEstate o

tb-‘IhJst-ee of the %
known %o me to be the persons whose names are subscribed to the foregoing instrument, and acknowledged to me that they executed the same for the purposes and
consjdettion therein expressed.
LA LN ]
14th dayof Seftenber 19 98

csee .@v:n under my hand and seal of office this the m M
7 o

i SHEILA D. RICHARDS
Na.mhwc.stmﬂm Tarrant County, TX

Corission Expires June 27, 192200 |

Notary Public in and for,

L]
LI L LT

STATE OF (INDIVIDUAL ACKNOWLEDGMENT)

countyor___TARRANT

- E;‘“d Jares Robert Hill, Individumlly and as

Before me, the undersigned authority, on this day p Y ap)
(o-Trustee of the I-gsbm argBma T-h_{l Trust

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.

11th day of hSEDtEmber .19 98 "

MQ

Tarrant County, TX

Given under my hand and seal of office this the

Notary Public in and for

SHEILA D. RICHARDS

Notary Publc, State of Texs
st Comnisslon Expires June 27, 18, © O\
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= “EXHIBIT A” -

\ Attached to and made a part of Oil and Gas Lease
dated August 19, 1998 by and be en Virginia Glenn Hill Lattimore,
James Robert Hill and John A. Steysky, Co-Trustees of the Houston w
And Emma Hill Trust Estate; Virginia Glenn Hill Lattimore, Individually; and
James Robert Hill, Individually, as the owner of the soil, and Clay Johnson, as Lessee.

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

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

(3]

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

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

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

6. It is further agreed that Lessee, its successors and assigns, shall not erect any buildings or houses on the leased premises and that
only those structures which are reasonably necessary for production facilities or tank batteries shall be erected on the surface of
. j.he leased premises.
. ..
7+« Notwithstanding any other provisions of this lease to the contrary, it is expressly understood and agreed that Lessee will not
L] pcﬁlute 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.
sesce
g’ '[:essee further agrees to maintain all drill sites and other portions of the surface used or occupied by Lessee, its successors or
'"mlgns free and clear of weeds and noxious vegetation and will maintain the same in a reasonable manner to prevent additional
« damage to the owner of the soil’s other land and crops.
5" pron written demand by the owner of the soil, Lessee shall build and maintain fences around its slush, sump and drainage pits
....aﬂd tank batteries to protect livestock against loss, damage or injury; and upon completion or abandonment of any well or wells,
Lessee shall fill and level off all slush pits and cellars and completely clean up the drill site of all rubbish thereon.

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

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

CERTIFIED TRUE AND CORRECT COPY CERJIFICATE
STATE OF TEXAS FILE NO.

COUNTY OF REEVES
FILED: 11/ 5/98
The above and foregoing is a full, true and correct phiotographic copy of the
onginal record now in my fawlul custody and possession, @s the same is
RN

FRROOORAOTO B R DRk A
OFFICIAL PUBLIC RECORDS

":..T"“'"'i; Iherebycerifiedon __— 11 /5/98__
Reeves County

DMNNEU FLOREZ, X W
RE ' TEXA \ :
HK_/ ' DpepuTY E Clerks Office

V1rg1n1a Palomino
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Original filed in
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General Land Office
Relinquishmnt Act Lease Form
Revised, September 1997
OIL AND GAS LEASE
n-HSAGREIi.\mism.ndmmdmmmi;lg o%AWLIS Mmsq:gotTmsﬁn by and through jts
agent,__Meeker ‘Investments, Inc, by Rober . Debolt, President anJ g
J.J. Meeker., Individually of
301 T.a Mesa. Encinitas. CA 92024 said ageat
(GivePszx::l ddress) i
hercin referred to as the owner of the soil (whether one or more), and zoaywﬁmson =n
3 . Wall. Suite of
Midland, TX 79701
(Give Permanent Address)

hereinafter called Lesses,

1. GRANTING CLAUSE. For and in consideration of the amounts stated below and of the covenants and amumbepaid.k:ptmdmmw
Lessee under this lease, the State of Texas acting by and through the owner of the soil, hereby grants, leases acd lets unto Lessee, for the sole and only purpess of
prospecting and drilling for and producing oil and gas, laying pipe lines, building tanks, storing oil and building power stations, telephone lines and other stuctures
thereon, to produce, save, take care of, treat and wansport said products of the lease, the following lands situated in Reeves County, State
of Texas, to-wit J

Block 59, Public School Land Survey

Section 43: A1l
Section 44: All
Section 45: All

containing___ 1,920 acres, mere or less. The bonus consideration paid for this lease is as follows: .
To the Stats of Texas: Seven Thousand and No/100-——c—-c e e e e e e e e e
Cellars (S 7.000,00 )
e e
®e%ee’ To the ownerof the scil:  Seven Thousand and No/l100-——————cmmmmmmm e
.to:o. Dollass (3, 7LOOO-OO )
': & Total bonus consideration: Fourteen Thousand and No/100-———ccmmmm e
Ty Dollars (S 14.000.00 ) -
.
Thu::l.ﬁ;qm:s considm.ﬁonpaidrepmuabouusof Fifty and NoflOO ______________________

seeees Dollars (5 50.00 ) perace,on 280  netactes.

2 TERM. Subject to the other provisions in this lease, this lease shall be foratermof ____Five (5) years  gom this due

(heminanlléd "primary term™) and as long thersafter as oil and gas, or sither of them, is produced in paying quantities from said land.
As ufed in this lease, the term “produced in paying quantities® means that the receipts from the sale or other authorized cemmercial use of the substancs(s) coversd

excged,q D pocket operational expeases for the six months last past.
. 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 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 remtal in
the amount specified in the following schedule multiplied by the number of acres then covered by this lease, which payment. when timely made, shall continue this lease for
a period of one (1) additional year. In like manner and upon payment of the amounts set out in the following schedule. this lease may be further continue for successive one-
year periods during the primary term of this lease provided that payment is made on or before the anniversary date

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

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




. 4-_ PRODUCTION ROYALTIES. Upon production of oil and/or gas, Lessee agre'cs to pay or cause to be paid one-half (1/2) of the royalty
provided for in this lease to the Commissioner of the General Land Office of the State of Texas, at Austin, Texas, and one-half (1/2) of such royalty to the owner of
the soil: s

(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 asall
condensate, distillate, and other liquid hydrocarbons recovered from oil or gas run thiough a separater or other equipmeant, as acrcinafter provided, shall be
/16 part of the gross production or the market value thereof, at the opticn of the owner of the soil or the Commissioner of the

General Land Offics, such value 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 producsd and when run, or 2) the highest marks=t price thereof offered or paid in the
general area where prodiced and when run, or 2) the gross procseds of the sale thereof, whichever is the greater, Lessee agress that before any gas produced fom the
leased premises is sold, used or processed in a plant, it will be run free of cost to the royalty owners through an adequate oil and gas separator of conventiona) type, or
other equipment at least as efficient, so that all liquid hydrocarbons recoverable from the gas by such means will be recoversd. The requirement that such g3s be i
through a separator or other equipment may be waived in writing by the royalty owners upon such terms and conditions as they prescribe.

(B) NON PRCCESSED GAS. Royalty on any gas (including flared gas), which is defined as all hydrocarbons and gaseous substances not defined
as oil in subparagraph (A) above, producsd from any well on said land (except as provided herein with respect to gas processed in a piant for the extraction of
gasoline, liquid hydrocarbens or other products) shall be 3/16 part of the gross production or the market value thereof, at the option of the
owner of the soil or the Commissioner of the Geaeral Land Offic=, 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 whea run, or the gross prics paid or offered to the producer, whichever is the greater; provided that the maximum pressure base
in measuring the gas under this lease shall not at any time excesd 14.65 pounds per square inch absolutz, and the standard base temperature shall be sixty (60)
degrees Fahrenheit, correction to be made for pressures according o Boyle's Law, and for specific gravity according to tests made by the Balance Method or by the

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

(@] PROCESSED GAS. Royalty on any gas processed in a gasoline plant or other plant for the recovery of gasoline or other liquid hydrocarbons
shall be 3/16 part of the residue gas and the liquid hydrocarbons extracted or the market value thereof, at the option of the
ownmer of the soil or the Commissioner of the General Land Office. All royalties due herzin shall be based on one hundred percent (100%) of the total plant
production of residue gas atributable to gas produced from this lease, and on fifty percent (50%), or that percent accruing to Lesses, “whichever is the greater, of the
total plant procduction of liquid hydrocarbons anributable to the gas produczd fom this lease; provided that if liquid hydrocarbons are recovered from zas procassed
in a plant in which Lesses (or its parent, subsidiary or affiliate) owns an interest, then the percentage applicable to liquid hydrocarbons shall be fifty percent (50%) or
the highest percant accruing to a third party processing gas trough such piast under a procsssing agresment negotiated at arm's length (or if there is no such third
party, the highest percent then being specified in procsssing agrecments or contracts in the industry), whichever is the greater. The respective royalties on residue gas
and on liquid hydrecar=ans shall be determined by 1) the highest markst prics paid or uffered for any gas (or liquid hydrocartcns) of comparable quality in the
general area, or 2) the zuss prics paid or offered for such residue gas (or the weighted average gross selling price for the r=spective grades of liquid hydrocarbons),
:fhichcver is the greater. In no event, however, shall the royalties payable under this paragraph be less than the royaltics which would have beea due had the gas not

een processed.

¢ se (D) OTHER PRODUCTS. Royalt: on carbon black, sulphur or any other products producsd or manufactursd Scm gas (excspting liquid hydrocartons)
whigits sald gas be “casinghead,” "dry,” or any other gas, by fractionating, burning or any other proczssing shall be el part of the
grosg peagduction of such products, or the market value thereof, at the option of the owner of the soil ¢r the Commissioner of the General Land Office, such markst
valtg (@ b determined as follows: 1) on the basis of the highest market prics of each product for the same month in which such product is produced, or 2) on the
basis gf the average gross sale prics of cach product for the same menth in which such products ars produced; whichever is the greater.

o6, MINIMUM ROYALTY. During any year after Lh_e_:;pg-.xt,iou of the primary term of this lease, if this lease is maintained by production, the royaltics
paid UnEer this lease in no event shall be less than an amount equal to the total annual del¥y reatal berein provided; otherwise, there shail be due and payable on or
befgimtbe sast day of the month rucceeding the anniversary dat= of this lease a sum squal to the toral annual rental less the amount of rovaities paid during the
prez2ding Year. : =i for the purpcses of this paragraph, the delay rental amount shall be one
dollar{51.00) per acre.

L ]

donnee =
. %. ROYALTY IN KIND. Norwithstanding any other provision in this lease, at any time or from time to time, the owner of the soil or the Commissioner

of the General Land Office may, at the option of cither, upon not less than sixty (60) days notics to e holder of the lease, require that the payment of any myﬂﬁ§
acciwing to such royalty owner under this lease be made in kind. The owner of the soil's or the Comumissioner of the General Land Office's right to taks its royalr'r 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, ransperting, and otherwise making the oil, gas and other produes -
herzunder ready for sale or use. Lessee agrees to compute and pay royaities on the gross value received, including any reimoursements for severancs taxes and
production related costs.

8. PLANT FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as may represent this lease's propertionate share of any fuslused to
process gas producsd hersunder in any proczssing plant. Notwithstanding any other provision of this lease, and subject to the written consent of the owner oth'= soil
and the Commissioner of the General Land Office, Lzsse= may recrcle 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 contzined in the gas have besn removed; no royalties shall be payable on the recycled gas

until it is produczd and sold or used by Lesses in a manner which eatitles the royalty owners o a royalty under this lsase.

9. ROYALTY PAYMENTS AND REPCRTS. All royalties not taken in kind shall be paid to the Commissioner of the General Land Offics af Austin,
Texas, in the following manner:
Pavment of royalty on production of oil and gas shall be as provided ir the rules set forth in the Texas Register. Rules currently provide that royalty on cil is due

and r:ust be reczived in the General Land Offics on cr before the Sth day of the second month succseding the month of production, and royalty on gas is due.:mdd-
must be received in the General Land Offics on or befors the | Sth day of the second menth succezding the month of preduction, accompanied by the :.ﬂ':c§1v1t ?.f ’ r
¢ General Land Office and showing the gross amount and dlsp:::sn'.c.n{ o
ss production, dispesition
True and Correct
copy of
Original filed in
Reeves County

owmer, manager or other authorized agent, completed in the form and manner prescribed by th
all oil and gas produced and the market value of the oil and gas, tcg=ther with a copy of all documents, records or reports confirming the gro




* and market value including gas meter readings, pipeline receipts, gas line receipts and other checks or memoranda of amouat produced and put into pipelines, tanks_
or pools and gas lines or gas storage, and any other reports or records which the General Land Office may require to verify the gross production, disposition angd

* market value. In all cases the authority of a manager or agent to act for the Lessee herein must be filed in the General Land Office. Each royalty payment shal] pe
nwompmiedbyacheckmab,schcdule.amuyoeodmumiumceadvicesbowingbyth:mi;nd&naﬂundomcclmenmbetmmumotmyuqkin‘
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 peaalty of 10% of the royalty due or $25.00 whichever is grearer,
In addition to a penalty, royalties shall accrue interest at a rate of 12% per year; such interest will begin accruing when the royalty is sixty (60) days overdue.
Affidavits and supporting documents which are not filed when due shall incur a penalty in zn amount set by the General Land Office administrative mle which is
effective on the date whea the affidavits or supporting documents were due. The Lesses shall bear 2l responsibility for paying or causing royalties o be paid as
prescribed by the due date provided herein. Payment of the delinquency penalty shall in no way operate to prohibit the State’s right of forfeiture as provided by Law
nor act to postpone the on which royalties were originally due. The above penalty provisions shall not apply in cases of title dispute as 1o the State’s portion of
the royalty or to that po of the royalty in dispute as to fair market value. ; .

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually fumnish the Commissioner of the General Land Office with
its best possible estimate of oil and gas reserves undertying this lease or allocable to this lease and shall furnish said Commissioner with copies of all contracts under
which gas is sold or processed and all subsequent agreements and amendments to such contracts within thirty (30) days nﬂ:runninglnmormakin;mchm
agreements or amendments. Such contracts and agreements whea received by the General Land Office shall be held in confidence by the General Land Office unless
otherwise authorized by Lessee. All other contracts and records pertaining to the production, transportation, sale and marketing of the oil and gas produced oa said
premises, including the books and accounts, receipts and discharges of all wells, tanks, pools, meters, and pipelines shall at all times be subject to inspection and
examination by the Commissioner of the General Land Office, the Attorney General, the Govemor, or the representative of any of them. .

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

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

e oo ll- DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, during the primary term hereof and prior to discovery and production
of oil or gas on said land, 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 ﬁ;Dﬂ: 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
dats r.zf crtplctiou of said dry hole or cessation of production Lessee commences additional drilling or reworking operations thereon, or pays or tenders the next
annuif’deldy 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
compldted and abandoned, or the production of oil or gas should cease for any cause, Lesses's rights shall remain in full force and effect without further operations
unty WS Epiration of the primary term; and if Lessee has not resumed production in paying quantities at the expiration of the primary term, Lessee may maintain this
lease®y*@nducting additional drilling or reworking operations pursuant to Paragraph 13, using the expiration of the primary term as the date of cessation of
progystiopfunder 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 tefn hereof, Lessee may resume payment of the annual reatal in the same manner as provided herein on or before the reatal paying date following the
expiration of sixty (60) days from the date of completion of such shut-in oil or gas well and upon the failure to make such payment, this lease shall ipso facto
ung;mal.z.:ifudna:pimionufmepdnmymorany:imcthc:uﬁerashut-in oil or gas well is located on the leased premises, payments may be made in
accosdands with the shut-in provisions hercof.

L]

*e***J2. 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 il 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 Lessce 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 sixry (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 hﬂiﬂﬁ
jurisdiction over the production of oil and gas. If, at any time after the expiration of the primary temn 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 il 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.
amount-then. for the purposes of this paragraph, the delay rental amount shall be one dollar ($1.00) per acre. To be cffective, each initial shut-in oil or gas royalty

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




mus:bepa.idouorbefon:(l}ﬂ\ecxpinﬁmof:bepﬁmwmmwdaysmamL&eemmmmoﬂorguﬁbmmelasedpmnisu,ntﬂ)soa” .
after Lessee completes a drilling or reworking operation in accordance with the lease provisions; whichever date is latest. Such paymntsbﬂlbcmadeone-huf(m) i
to the Commissioner of the General Land Office and one-half (1/2) to the owner of the soil. l{uushu:-inoilorusmyaltyhpaid.thelemshﬂlbeoonsidemdmbg B
lmuchllmemdmemmshaummdﬂwmof:heiascfoupaiodofoncywﬁomzhecndofﬂ:epdmuytam.urﬁommeﬁmdayofhmmm
following the moath in which production ceased, and, after that, if no suitable production facilities or suitable market for the oil or gas e:u:i.m.!.asecn-uygm,,,,,‘m,'e
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 orgasissoldand
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
cas.-.inwhichdr:.f.nagei\occuning.merightmmnﬁnuemminuinlh:lcmbyp:ﬁnlmuhm-inoilutumyﬂtymmmmclmmnmﬁne&c&n'
for the remainder of the year for which the royalty has been paid. mme:ymahninmeleuefubmmmMMymbymeqingww
royalty at the royalty rate provided in the lease of the market value of production from mmmgmemmwmkmmpleudhhmm
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
GencnlLandOﬂiu:mdone-hdf(lfl}mmcmotmcsoﬂ.be;imin;onorbcfomthelmdayofthcmnmfolluwinglhemonthinwhichrheoilorp.gi,
pmdmdﬁomﬂwwcllmsingﬂudnimgewduxismmpkmdinﬂlemcploducingmh’mdbﬂﬂdwiminm&omd(l.ﬁﬁﬂ)&ﬂofﬂw!&u:dm
I 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. Compeasatory royalty paymeats which are not timely paid will accrue penalty and interest in
accordance with Paragraph 9 of this lease. None of these provisions will relieve Lessee of the obligation of reasonable development nor the obligation to drill offier .
wells as provided in Texas Natural Resources Code 52.173; however, at the determination of the Commissioner, and with the Commissioner’s written approval, the

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

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

(A) VERTICAL. In the event this lease is in force and effect two (2) years after the expiration date of the primary or extended term it shall then terminate
as 1o all of the lcased 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-
52.153, or (3) such greater or lesser number of acres as may then be allocated for production purposes to a proration unit for cach such producing well under the rules
and regulations of the Railroad Commission of Texas, or amy successor agency, or other governmental authority having jurisdiction. If at any time after the effective
date of the partial termination provisions hereof, the applicable field rules are changed or the well or wells located thereon are reclassified so that less acreage is
thereafter allocated to said well or wells for production purposes, this lease shall thereupon terminate as to all acreage not thercafter allocated to said well or wells for
production purposes. Notwithstanding the termination of this lease as to a portion of the lands covered hereby, Lessee shall nevertheless continue to have the right of
ingress to and egress from the lands still subject to this lease for all purposes described in Paragraph 1 hereof, together with easements and rights-of-way for existing
roads, existing pipelines and other existing facilities on, over and across all the lands described in Paragraph 1 hereof (“the retained lands®), for access to and from the

retaingd Jands and for the gathering or transportation of oil, gas and other minerals produced from the retained lands.
. L ]

. a0 il

eseqlB) 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
t:rmiau agto all depths below 100 fect below the total depth drilled (hereinafter "decper depths”) in cach well located on acreage retained in Paragraph 16 (A)
abov:,.unlm 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
consigergxéon for this lease (as specified on page 1 hereof). If such amount is paid, this lease shall be in force and effect as to such deeper depths, and said
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
covertd by this lease. -

(I TR Y

*  (C) IDENTIFICATION AND FILING. The surface acreage retained hereunder as to each well shall, as nearly as practical, be in the form of a square with
the welt 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
termyigatippef this lease as provided herein, Lesses shall execute and record a release or releases containing a satisfactory legal description of the acreage and/or
depthe 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 Ge 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 Offfice and such designation shall be binding upon Lessee for all purposes.

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

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

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

or gas.
, True and Correct
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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 |;
on the leased premises. Hlmumkspaymenuoubehalfonheowncroﬁhcsoi!mdnrlhkpmmph.mMmmmofmpmu&uuuxm
rental and royalties due the owner of the soil.

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

allocable to the undivided interest not leased an amount less than the value of one-sixicenth (1/16) of such gross production.

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

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

without the prior consent of the owner of the soil

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

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

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

25. POLLUTION. In developing this area, Lessee shall use the highest degree of care and all proper safeguards to prevent pollution. Without limiting the
foregoing, pollution of coastal wetlands, natural waterways, rivers and impounded water shall be prevented by the use of containment facilities sufficient to prevent
spillage, seepage or ground water contamination. In the event of pollution, Lessee shall use all means at its disposal to recapture all escaped hydrocarbons or other
pollutant and shall be responsibic for all damage to public and private properties.. Lessee shall build and maintain fences around its slush, sump, and drainage pits
and ¢k Vageries so as o protect livestock against loss, damage or injury; and upon completion or abandonment of any well or wells, Lessee shall fill and level all
slush it? &nd cellars and completely clean up the drilling site of all rubbish thereon. Lessee shall, while conducting operations on the leased premises, keep said
prerg3&S e of all rubbish, cans, bottles, paper cups or garbage, and upon completion of operations shall restore the surface of the land to as near its original
condi%8n ar'd contours as is practicable. Tanks and equipment will be kept painted and presentable.

.

o ****26. REMOVAL OF EQUIPMENT. Subject to limitations in this paragraph, Lessee shall have the right to remove machinery and fixtures placed by
Lessce on dhc 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 unlessethe owner of the sail grants Lessee an extension of this 120-day period. However, Lessee may not remove casing from any well capable of producing oil
and Zas"thpaying quantities. Additionally, Lesses may not draw and remove casing until after thirty (30) days written notice to the Commissioner of the General
Land Qffice and to the owner of the soil. The owner of the soil shall become the owner of any machinery, fixtures, or casing which are not timely removed by Lessee
under the tegms of this paragraph.

LE LA .:

37. (A) ASSIGNMENTS. Under the conditions contained in this paragraph and Paragraph 29 of this lease, the rights and estates of cither party to this
lcase gy % assigned, in whole or in part, and the provisions of this lease shall extend to and be binding upon their heirs, devisees, legal representatives, successors
and assigns. However, a change or division in ownership of the land, rentals, or royalties will not enlarge the obligations of Lessee, diminish the rights, privileges
and estates of Lessee, impair the effectiveness of any payment made by Lessee or impair the effectiveness of any act performed by Lessee. And no change or
division in ownership of the land, rentals, or royalties shall bind 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 3
certified copy of such assignment in the General Land Office before the next reatal paying date, the entire lease shall terminate for failure to pay the entire rental due
under Paragraph 3. Every assignee shall succeed to all rights and be subject to all obligations, liabilities, and penalties owed to the State by the original lessce or any

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

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

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

(1) anominee of the owner of the soil; . s
(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; _
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(6) a fiduciary for the owner of the soil; Indudinzbutnoclimin:dmnmfmmum.m.mhu.wmmme
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 conu.inedinthispangnphmdmhﬁ.mmqnmyﬁmmcummddcli‘thothtmerorﬂumn 1
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 surrendercd, the delay rental due under this lease shall be reduced
bylheproponionumth:mrrcndemdau-v:.agcbeantothcmmﬁcbmchdhyﬂslmhnmm‘h&:iypﬁmtoﬂnhmrmda—.bomer,mmmeﬁn
not relieve Lesses of any liabilities which may have accrued under this lease prior to the surrender of such acreage. :

29. FILING OR ASSIGNMENTS AND RELEASES. If all or any part of this lcase is assigned o released, such assignment or release must be recorded in
ﬂwmnqwtmmelmdhsimued.ndm:mmtdedinsumml.oraeop'yofﬁcmdedmmﬁﬂcdbymcmqacrkonhcmumyinwhjd,m
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
mignmemisnotsoﬁled.theﬁghu.cquhdmde:thisleﬂashﬂlbcsubjcclbMimadﬂcopdonofmemmﬁssiomofmccmaﬂwomz_

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

31. FIDUCIARY DUTY. The owner of the soil owes the State a fiduciary duty and must fully disclose any facts affecting the State's interest in the leased
premises. When the interests of the owner of the soil conflict with thosz 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 concemning production or drilling. or if Lessee shall fail or refuse to drill any offset well or wells in good
faith as required by law and the rules and regulations adopted by the Commissioner of the General Land Office, or if Lessee should fail o file reports in the manner
required by law or fail to comply with rules and regulations promulgated by the General Land Office, the School Land Board, or the Railroad Commission, oc if
Lessee should refuse the proper authority access to the records pertaining to operations, or if Lessee or an authorized agent should knowingly fail or refuse to give
correct information to the proper authority, or knowingly fail or refuse to fumnish the General Land Office a correct log of any well, or if Lessee shall knowingly
violate any of the material provisions of this lease, or if this lease is assigned and the assignment is not filed in the General Land Office as required by law, the rights
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 forfcited 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 leass by operation of law or by reason of any special limitation arising hereunder. Forfeitures may be set aside and this
lease and all rights thereunder reinstated before the rights of another intervene upon satisfactory evidence to the Commissioner of the General Land Office of future
compliance with the provisions of the law and of this lease and the rules and regulations that may be adopted relative hereto.

33. LIEN. In accordance with Texas Natural Resources Code 52.136, the State shall have a first lien upon all oil and gas produced from the area covered
by thigle3sg 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
State? p*adghion to the lien provided by Texas Natural Resources Code 52.136 and any other applicable statutory lien, an express contractual lien on and security
interes] {n,3)l 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 greseld 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 leaged minerals in order to secure the payment of all royalties or other amounts due or to become due under this lease and to secure payment of any damages or
loss Lh!! 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
forealosed With or without court proceedings in the manner provided in the Title 1, Chapter 9 of the Texas Business and Commerce Code. Lessee agrees that the
Commissfohier may require Lessee to execute and record such instruments as may be reasonably necessary to acknowledge, artach or perfect this lien. Lessee hereby
represangs, thit there are no prior or superior liens arising from and relating to Lesses's activities upon the above-described property or from Lessee’s acquisition of
this lefse. Sfould the Commissioner at any time determine that this representation is not true, then the Commissioner may declare this lease forfeited as provided
herein. ¢

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

Resources Code 52.152.

35. INDEMNITY. Lessee hereby releases and discharges the State of Texas aEd the owner of the soil, their officers, employees, partners, agents,
contractors, subcontractors, guests, invitees, and their respective successors and assigns, of and from all and any actions and causes of action of every nature, or other
harm, including environmental harm, for which recovery of damages is sought, including, but not limited to, all losses and expenses which are caused by the
activities of Lessee, its officers, employees, and agents arising out of, incidental to, or resulting from, the operations of or for Lesse= on the leased premises
hereunder, or that may arise out of or be occasioned by Lessee’s breach of any of the terms or provisions of this Agreement, or by any other negligeat or strictly liable
act or omission of Lessee. Further, Lesses hereby agrees to be liable for, exonerate, indemnify, defend and hold harmless the State of Texas and the owner of the soil,
their officers, employees and agents, their successors or assigns, against any and all claims, liabilities, losses, damages, actions, personal injury (including death),
costs and expenses, or other harm for which recovery of damages is sought, under any theory including tort, contract, or strict liability, including 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 Lessec'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, employess, parmers, agents, contractors, subcontractors, guests, invitees, and their respective
successors and assigns. Each assignee of this Agreement, or an interest therein, agrees to be liable for, exonerate, indemnify, defead and hold harmless the State of
Texas and the owner of the soil, their officers, employees, and agents in the same manner provided abave 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 o
any environmental medium, including soil, surface waters, groundwater, sediments, and memmmmmmmwmmhwu&:‘ :
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
Substance” is defined in the Comprehensive Eavironmental Response, Compensation and Liability Act (CERCLA), 42 U.S.C. Sections 9601, et seq.), or toxic
substances under any federal, state, or local law or regulation (“Hazardous Materials™), except ordinary products commonly used in connection with oil and gas
exploration and development operations and stored in the usual manner and quantities. LESSEE'S YIOLATION OF THE FOREGOING PROHIBITION
SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND LESSEE SHALL INDEMNIF ¥, HOLD HARKMLESS AND
DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST ANY CLAIMS, DAMAGES, JUDGMENTS, PENAI.TIES.
LIABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS® FEES AND COURT COSTS) CAUSED BY OR ARISING OUT OF MA
VIOLATION OF THE JOREGOING 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.A.LL.
CLEAN UP, REMOVE, REMEDY AND REPAIR ANY SOIL OR GROUND WATER CONTAMINATION AND DAMAGE CAUSED BY THE
PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE’S
OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITH THE REQUIREMENTS OF APPLICABLE LAW. THIS
INDEMNIFICATION AND ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE ACTIONS UNDERTAKEN
PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IMMEDIATELY GIVE THE STATE OF
TEXAS AND THE OWNER OF THE SOIL WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS PARAGRAPH, UPON
LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY GOVERNMENTAL °
AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBLIGATIONS OF LESSEE
HEREUNDER SHALL SURVIVE THE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF THIS AGREEMENT.

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

38. EXECUTION. This oil and gas lease must be signed and acknowledged by the Lessee before it is filed of record in the county records and in 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. ’

39. LEASE FILING. Pursuant to Chapter 9 of the Texas Business and Commerce Code, this lease must be filed of record in the office of the County
Clerk in any county in which all or any part of the leased premises is located, and certified copies thereof must be filed in the General Land Office. This lease is not
effective until a 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 accordancs with
Texas Natural Resources Code 52.133. Additionally, this lease shall not be binding upon the State unless it recites the actual and True consideration paid or promised
for execution of this lcase. The bonus due the State and the prescribed filing fes shall accompany such certified copy to the General Land Office. -

* See Exhibit "A" /;;c ?E/gor additional lease provisions.
e e @/\/m

F LESSEE,
o . BY: Clay Johnson
LAl .
* TITLE: ]
.0010. _ j
see e DATE: /0 J—?
..I..:
- .0
STATE OF STATE OF TEXAS
BY'? 7 . Bebolt BY:
Individually and as agent for the State of ober W. ebo ¢ Individually and as agent for the State of Texas
Pregdident g¥wueekerof§3estments, Inc. Tax ID#
Date:

Date: /f ’ "/2’

/ BY:_\ BY:
as agent for the State of Texas

Individusly hd 3§ agent for the State of Texas Individually and
J.J. e?keg _Individually Ss#
Date: {&—1 ‘j y Date:
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STATE OF (CORPORATION ACKNOWLEDGMENT)
COUNTY OF )

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

. a0d acknowledged o me that he executed the same
formepuposumdmnqdaﬁmmaﬁnmd.hlheapacitymd.mduthenmddmdofsﬂdmm B

Given under my hand and seal of office this the day of ;19 5
Notary Public in and for
STATE OF gy e o 8 ; (CORPORATION ACKNOWLEDGMENT) -
counTy ogounty of San Diego . -
BEFORE ME, the undersigned authority, on this day personally appeared_ RObert W. Debolt
known to me to be the person whose name is subscribed to the foregoing instrument, as Prgsj_d_ent:. 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 ccrponnon.
Gw:nmdcrmyhandandseal nraﬁcetlusme } hyofﬁ%—‘ , 19 ‘7&

ELSIE COSTA : é”ea“" (E‘DQ:Z:"“‘
) COMM. # 1039622 = seben .
)] MNotary Pusiic — Califomia £ Notary Public in and fifii5i6 OF E’L‘.:",'\M"
SAN DIEGO COUNTY = County 01 529
My Comm. Expires MAR 27, 1999

<t
=
=
P

(INDIVIDUAL ACKNOWLEDGMENT)

STA 5 at Ga!'r{ﬂrn!ﬂ
couthpyegy’ of San Diego

(L LR}
s e e
** Béfore me, the undersigned authority, on this day personally appearsd

.
known seme (o be the persons whose names are subscribed to the foregoing instrument, and acknowledged to me that they exscuted the same for the purposes and

considesation therein expressed. 2 -

day of WM.J 19 q ?
Etare Coida

J.J. Meeker, Individually

-l 'a&en under my hand and seal of office this the,

Ve s B T O gt e S S P
I § = ELSIE COSTA

: i TR COMM. # log%l?,fz ‘ Notary Public in and for State Of \,ai:to-:&amu_
sscses FlatFars ) Notary Putlic — Califomia ot San
. '/- 0 3 _f'., I Jgfr\” DIEGO COUNW - unty
STATE OF / J’J(ﬂé 3\ /My Comm. Expires MAR 27, 1999 ‘._ (INDIVIDUAL ACKNOWLEDGMENT)

COUNTY OF D’h M

Before me, the undersigned authority, on this day personally wd___%%@m%

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 expresse dw/)%, ?j .

Notary Public in and for ;W

MORNICA MARLOWE
NOTARY PUBLIC
State of Texes
Comm. Exp. 10-30-88 ¢
L a o ]

Given under my hand and seal of office this the ;2 day of

OIS
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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
4 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.

(93]

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. Itis further agreed that Lessee, its successors and assigns, shall not erect any buildings or houses on the leased premises and that
only those structures which are reasonably necessary for production facilities or tank batteries shall be erected on the surface of
" the leased premises.
L] .. L]
7. «Netwithstanding any other provisions of this lease to the contrary, it is expressly understood and agreed that Lessee will not
* . polbute 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.
.b..
'Le‘ksee further agrees to maintain all drill sites and other portions ef the surface used or occupied by Lessee, its successors or
-oesmgns free and clear of weeds and noxious vegetation and will maintain the same in a reasonable manner to prevent additional
damage to owner of the soil’s other land and crops.

9.*3UPan written demand by owner of the soil, Lessee shall build and maintain fences around its slush, sump and drainage pits and
«+ 12} batteries to protect livestock against loss, damage or injury; and upon completion or abandonment of any well or wells,
* Lestee 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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CERTIFIED TRUE AND CORRECT COPY CEF\%FIC%'
STATE OF TEXAS FILE NO q
COUNTY OF REEVES FILED: 11/5
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General Land Office
Relinguishmnt Act Lease Furm
Revised, September 1997

4 OIL AND GAS LEASE
THIS AGREEMENT is made and :ntuedmtoﬂmlg day oLAngns_t_Uﬂ_ﬂ_.bawmmeSm:otTmmﬂngbymdthmughm

ent,__Julian Wade Meeker, Daniel H111 !ggkgz and Lawvrence Hill Meeker,

ifetime Benefit of L. H. Meeker

6300 Ridglea Place, Suite 1008, Fart WTrfh Texas 76116 said agent
(Give Pfinmm ; <
herein referred to as the owner of the soil (whether one or more), and ay 33%3011
203 W, Wall, Suite 800 of
Midland, TX 79701
(Give Permanent Address)
hereinafter called Lessee.

1. GRANTING CLAUSE. Formdmm:demonofdwmumdhdwndofmemmmmdapnmemstnbepa:d,kcptmdpcrfnmdby
Lessee under this lease, the State of Texas acting by andl.hmughtheownerof:h:sod.hc:hypaﬂs.lnsumdleﬁmhoLm.fonhcsoI:mdoniypm-poscof
prospecting and drilling for and producing oil and gas, laying pipe lines, building tanks, storing oil and building power stations, telephone lines and other stuctures
thereon, to produce, save, take care of, treat and transport said products of the lease, the following lands situated in Reeves County, State
of Texas, to-wit: .

Block 59, Public School Land Survey

Section 43: Ail
Section 44: All

e e Section 45: All
mma:lr.@é 1,920 acres, more or less. The bonus consideration paid for this lease is as follows: 4
. LI
el To the State of Texas: Seven _Thousand and No/100————c e e e e e e e e e e —
. Dollars (S 7.000,00 2
LA LR}
Peoee Te Susmerclibeasit. Doven Thousand and N/ l00-c-———=—susumnmircmamm—imis
susone Dollars(S___7,000.00 )
.. : Totalbontis conslderation: Fourteen Thousand and NO/l0D-=emmmmme oo we —e—o e ——
. Dollars (S 14,000.00 ) E
.:'..: R
The total bgaus consideration paid represents a bonus of, Fifty and No/100—————————————————— e
SeEas e Dollars (5 50.00 ) peracre,on __ 280  net acres.
2 TERM. Subject to the other provisions in this lease, this lease shall be foratermof ___ Five (5) years  gom thisdas

(herein called "primary term™) and as long thereafter as oil and gas, or cither of them, is produced in paying quantitlis from said l_a.nd.
As used in this lease, the term "produced in paying quantities” means that the receipts from the sale or other authorized commercial use of the substance(s) coversd

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, Y2 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 AUST IN, 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-

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

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

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




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

the soil:

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

condensate, distillate, and other liquid hydrocarbons recovered from oil or gas run through a separator or other equipment, as hereinafter provided, shall be
3/16 A 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 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 markst price thereof offered or paid in the
general arca where produced and when run, or 3) the gross proceeds of the sale thereof, whichever is the greater. Lessee agrees that before any gas produced Som the
leased premises is sold, used or processed in a plant, it will be run free of cost to the royalty owners through an adequate oil and gas separator of conventional type, or
other equipment at lcast as efficient, so that all liquid hydrocarbons recoverable from the gas by such means will be recoversd. The requirement that such gas be run
through a scparator or other equipment may be waived in writing by the royalty owners upon such terms and conditions as they prescribe.

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

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

o’ ”.d(D) OTHER PRODUCTS. Royalty on carbon black, sulphur or 2ny other products produced or manufactured from gas (excepting liquid hydrocarbons)
wheth® hid gas be “casinghead,” “dry," or any other gas, by fractionating, bumning or any other processing shall be - 3/16 part of the
gross RodEction of such products, or the market value thereof, at the option of the owner of the soil cr the Commissioner of the General Land Office, such market
valu® 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 ¢f the average gross sale price of each product for the same month in which such products are produced; whichever is the greater.

-
{W’ 77 *2%*"%. MINIMUM ROYALTY. During any year after the xpiration of the primary term of this lease, if this lease is maintained by production, the royalties
paid' gndc.ﬂhis lease in no event shall be less than an amount equal to the total annual delay rental herein provided; otherwise, there shail be due and payable on or
befCre the kst day of the month succeeding the anniversary date of this lease a sum equal o the total annual rental less the amount of rovalties paid during the

" preceding year. K-Paragraph-3of-thisteasedoes ot specify-adelay-rental-ameunt—then for the purposes of this paragraph, the delay rental amount shall be one

dollar ($1.00) per acre.

6. ROYALTY IN KIND. Notwithstanding any other provision in this lease, at any time or from time to time, the owner of the soil or the Commissioner
of the General Land Office may, at the option of either, upcn 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 50il'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. Lesse= agrees that all royalties accruing under this lease (including those paid in kind) shall be without deduction for the cost 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. Lesses agrees to compute and pay royalties on the gross value recgived, including any reimbursements for severancs taxes and
production related costs.

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

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

Payment of royalty on production of oil and gas shall be as provided ir the rules sct forth in the Texas Register. Rules currently provide that royalty on oil is due
and rmust be received in the General Land Offics on or before the Sth day of the second month succeeding the month of production, and royalty on gas is du:_and
must be received in the General Land Office on or before the 15th day of the second month succeeding the month of production, accompanied by the affidavit ofthe
owmer, manager or other authorized agent, completed in the form and manner prescribed by the General Land Office and showing the gross amount and dlsp?smc.n_ of
all oil and gas produced and the market value of the oil and gas, together with a copy of all documents, records or reports confirming the gross production, dispesition
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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 pe
accompanied by a check stub, schedule, summary or other remittance advice showing by the assigned General Land Office lease number the amount of royalty being
paid on each lease. If Lessee pays his royalty on or before thirty (30) days after the royalty paymsatwas duz, then Lessee owes 2 nenalty 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 greaer.
In addition to a penaity, royalties shall accrue interest at a rate of 12% per year; such interest will begin accruing when the royalty is sixty (60) days overdue.
Atﬁdavindsupponhg‘omwhlchmmtﬁledmdushlﬂInm:pendtyhmmmmbymchﬂundOﬁwndminimzﬂvemkmh
effective on the date when the affidavits or supporting documents were due. The Lessee shall bear ail responsibility for paying or causing royalties to be paid as
prescribed by the due date provided herein. Payment of the delinquency penalty shall inmwzyop:mtopwhibhmeSum'sﬁghtoffnlfeinu:uptwidcdhy[n,
nor act to postpone the date on which royalties were originally due. The above penalty provisions shall not apply in cases of title dispute as to the State’s portion of
the royalty or to that portion of the royalty in dispute as to fair market value. : -

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

(B) PERMITS, DRILLING RECORDS. Written notice of all operations oa this lease shall be submitted to the Commissioner of the General
Land Office by Lessee or operator five (5) days before spud date, workover, re-entry, temporary abandonment or plug and abandonment of any well or wells. Such
written notice to the General Land Office shall include copies of Railroad Commission forms for application to drill. Copies of well tests, completion reports and
plugging reports shall be supplied to the General Land Office at the time they are filed with the Texas Railroad Commission. All applications, permits, reports or
other filings that reference this lease or any specific well on the leased premises and that are submitted to the Texas Railroad Commission or any other governmental
agency shall include the word "State® in the title. Additionally, in accordance with Railroad Commission rules, any signage on the leased premises for the purpose of
identifying wells, tank batteries or other associated improvements to the land must also include the word "State.® 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 1o the total depth of well, of all wells drilled on the above described premises and shall transmit a true copy of
the lgg 9f each survey on cach well to the General Land Office within fifteen (15) days after the making of said survey. .

L -

N :: (C) PENALTIES. Lessee shall incur a penalty whenever reports, documents or other materials are not filed in the General Land Office when
d""“fo"'”“,“’kyf“lmmhgshﬂnb"“"?mﬁmLandoﬂiuadnun' istrative rule which is cffective on the date when the materials were due in the General
Land Office.

-

« """ J1. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, during the primary term hereof and prior to discovery and production
of 0iP&"*¢as on said land, Lessee should drill a dry hole or holes thereon, or if during the primary term hereof and after the discovery and actual production of oil or-
8as fiom Ui 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 contpletion of said dry hole or cessation of production Lessee commences additional drilling or reworking operations thereon, or pays or tenders the next
annuakdelay rental in the same manner as provided in this lease. If, during the last year of the primary term or within sixty (60) days prior thereto, a dry hole be
completed and abandoned, or the production of 0il or gas should cease for any cause, Lessee's rights shall remain in full force and effect without further operations.
unuil me'e':‘:im.ion of the primary term; and if Lessee has not resumed production in paying quantitics at the expiration of the primary term, Lesses may maintain this
lease by comducting additional drilling or reworking operations pursuant to Paragraph 13, using the expiration of the primary term as the date of cessation of
prod§dibhdinder 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 weil within the
primary term hereof, Lessce may resume payment of the annual reatal in the same manner as provided herein on or before the reatal paying date following the
expiration of sixty (60) days from the date of completion of such shut-in oil or gas well and upon the failure to make such payment, this lease shall ipso facto
terminate. If at the expiration of the primary term or any time thereafter a shut-in oil or gas well is located on the leased premises, payments may be made in
accordance with the shut-in provisions hereof

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

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

14. SHUT-IN ROYALTIES. For purposes of this paragraph, "well” means any well that has bezn assigned a well number by the state agency havin_g
jurisdiction over the production of oil and gas. If, at any time after the expiration of the primary term of a lease that, until being shut in, was being maintained in
force and effect, a well capable of producing oil or gas in paying quantitics is located on the leased premises, but oil or gas is not being produced for lack of suitable
production facilities or lack of a suitable market, then Lessee may pay as a shut-in oil or gas royalty an amount equal to double the annual rental provided in the
lease, but not less than $1,200 a ycar for cach well capable of producing oil or gas in paying quantities. ¢
armount—therr for the purposes of this paragraph, the delay rental amount shall be one dollar (S1.00) per acre. To be effective, each initial shut-in oil or gas royalty
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must be paid on or before: (1) the expiration of the primary term, (2) 60 days after the Lessee ceases to produce oil or gas from the leased premises, or (3) 60 days

after Lessee completes a drilling or reworking operation in accordance with the lease provisions; whichever date is latest. Such payment shall be made one-half (1/2)
to the Commissioner of the General Land Office and one-half (1/2) to the owner of the soil. If the shut-in oil or gas royalty-is paid, the lease shall be considered to be -
a producing lease and the payment shall extend the term of the lease for a period of one year from the end of the primary term, or from the first day of the month
following the month in which production ceased, and, after that, if no suitable production facilities or suitable market for the oil or gas exists, Lessee may extend me
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 gasis sold and
dclivendhpwhgqmﬁﬁu&omaweubamdwimhomwu.wmfeetofmelusedptuuh:sndmplmdinlhcmpmdncingrﬁuvoir.orinmy e
cmhw!ﬁchdninageisoccu:ﬁng.ﬂurighuoeouﬁnuetomaima.in:heleaebypayin;meshu:-inoilwmmﬂquhﬂ&el&eMmﬁ;mmﬁ'
for the remainder of the year for which the royalty has been paid. mmmmmmemrum“mmmwmm.w
myﬂryulhcmyaltympmvidedialhcleneofthemukﬂvﬂuofpmdmﬁmﬁnmmew:ﬂmingmedzﬂnmorwm&complmdinmeﬂmcpmdueiu
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 ooe thousand (1,000) fect of the leased premises.
If the compensatory royalty paid in any 12-moath period is in 2n 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 o
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 leased premises, Lessee shall exercise the diligence of a reasonably prudent operator in drilling such additional well or wells as may be
reasonably necessary for the proper development of the leased premises and in marketing the production thercon.

(A) VERTICAL. In the cvent this lease is in force and effect two (2) years after the expiration date of the primary or extended term it shall then terminate
as o all of the leased premises, EXCEPT (1) 40 acres surrounding cach oil well capable of producing in paying quantities and 320 acres surrounding cach gas well
capable of producing in paying quantities (including a shut-in oil or gas well as provided in Paragraph 14 hereof), or a well upon which Lesses is then engaged in
continuous drilling or reworking operations, or (2) the number of acres included in a producing pooled unit pursuant to Texas Natural Resources Code 52.151-
52.153, or (3) such greater or lesser number of acres as may then be allocated for production purposes 10 a proration unit for cach such producing well under the rules
a.nd.re ations of the Railroad Commission of Texas, or any successor ageacy, or other governmental authority having jurisdiction. If at any time after the effective
dawe 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
ther2affer allocated to said well or wells for production purposes, this lease shall thereupon terminate as to all acreage not thereafter allocated to said well or wells for
proditlidn purposes. Norwithstanding the termination of this lease as to a portion of the lands covered hereby, Lesses shall nevertheless continue to have the right of
ingré to ind egress from the lands still subject to this lease for all purposes described in Paragraph 1 hereof, together with easements and rights-of-way for existing
roads’existing pipelines and other existing facilities on, over and across all the lands described in Paragraph | hereof (“the retained lands®), for access to and from the
retginéd Mgds and for the gathering or transportation of oil, gas and other minerals produced from the retained lands.

"".fB) 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
termanate 2% to all depths below 100 feet below the total depth drilled (hereinafter "deeper depths®) in cach well located on acreage retained in Paragraph 16 (A)
above, unless on or before two (2) years after the primary or extended term Lessee pays an amount equal to one-half (1/2) of the bonus originally paid as
consideratien for this lease (as specified on page 1 hercof). If such amount is paid, this lease shall be in force and effect as to such desper depths, and said
terfliaddrishall be delayed for an additional period of two (2) years and so long thereafter as oil or gas is produced in paying quantities from such deeper depths
covered by ghis lease,

sesane
L

(C) IDENTIFICATION AND FILING. The surfacs acreage retained hereunder as to each well shall, as nearly as practical, be in the form of a square with
the well 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 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 Lahd Office rules in effect on the date the release is filed. If Lessee fails or refuses to execute and record such release or releases within ninety (90)
days after being requested to do so by the General Land Office, then the Commissioner at his sole discretion may designate by written instrument the acreage and/or
depths to be released hereunder and record such instrument at Lesses's expense in the county or counties where the lease is located and in the official records of the

General Land Office and such designation shall be binding upon 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, sublesses, recziver or other agent in control of the leased premises shall in good faith begin the drilling of a well or
wells upon the leased premises within 100 days after the draining well or wells or the well or wells completed within 1,000 feet of the leased premises start producing
in commercial quantities and shall prosecute such drilling with diligeace. 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, Lesses is prevented from complying with any express or implied covenant of this lease, from
conducting drilling operations on the leased premises, or from producing oil or gas from the leased premises by reason of war, rebellion, riots, strikes, 2cts of God, or
any valid order, rule or regulation of government authority, then while so prevented, Lessee's obligation to comply with such covenant shall be suspended and Lesses
shall not be liable for damages for failure to comply with such covenants; additionally, this lease shall be extended while Lessee is preventzd, by any such cause,
from conducting drilling and reworking operations or from producing oil or gas from the leased premises. However, nothing in this paragraph shall suspend the
payment of delay rentals in order to maintain this lease in effect during the primary term in the absence of such drilling or reworking operations or production of oil

or gas.
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19. WARRANTY CLAUSE. The owner of the soil warrants and agrees to defend title to the leased premises. If the owner of the soil defaults in
payments owed on the leased premises, then Lessee may redeem the rights of the owner of the soil in the leased premises by paying any morigage, taxes or other Jiens
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 cwns less than the entire undivided surface estate in the above
da-:ribedImd.whcd:uwmlbmee'sinmhspedﬁdbmh.menlhemyﬂﬁsmdmmbaeinpmidedbbepddtomeomofthesoilshdlbepai&mum
indsepwponionwhichh&hmwbmtomeauhemdividcdmfmmmddumyﬂﬁumdmulhnﬁnmﬁdedmbepzidrntheCownissiouaofmg
Geaeral Land Office of the State of Texas shall be likewise proportionately reduced. However, before Lessee adjusts the royalty or rental dn:mmecmisiomor
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
Otﬂcesha.ubepu‘dﬂ:eu.lueuﬂhewholepmduaionﬂloablemuylmdiﬁdcdhmmmtmvmdbyllm:.hsmepmpocﬁanmdcvelopmmmdm,
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, or
if, at any time after the cxpiration of the primary term or the extended term, this lcase covers a lesser number of acres than the total amount described herein,
payments that are made on a per acre basis hercunder shall be reduced according to the number of acres pooled, released, surrendered, or otherwise severed, so that
payments determined on a per acre basis under the terms of this lease during the primary term shall be calculated based upon the number of acres outside the.
boundaries of a pooled unit, or, if after the expiration of the primary term, the number of acres actually retained and covered by this lease.

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

without the prior consent of the owner of the soil.

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

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

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

®ee’ 25. POLLUTION. In developing this area, Lessee shall use the highest degree of care and all proper safeguards to prevent pollution. Without fimiting the
foregojng, pollution of coastal wetlands, natural waterways, rivers and impounded water shall be prevented by the use of containment facilities sufficient to prevent
spillagg, srepage or ground watsr contamination. In the event of pollution, Lessce shall use all means at its disposal to recapture all escaped hydrocarbons or other
polhutans 24d shall be responsibic for all damage to public and private properties. Lessee shall build and maintain fences around its slush, sump, and drainage pits
and tank bafteries so as to protect livestock against loss, damage or injury; and upon completion or abandonment of any well or wells, Lessee shall fill and level all
sl i wAd ccllars and completely clean up the drilling site of all rubbish thercon. Lessee shall, while conducting operations on the leased premises, keep said
premises free of all rubbish, cans, bottles, paper cups or garbage, and upon completion of operations shall restore the surface of the land 1o as near its original
conditida and contours as is practicable. Tanks and equipment will be kept painted and presentable.

sssase

*  26. REMOVAL OF EQUIPMENT. Subject to limitations in this paragraph, Lessee shall have the right to remove machinery and fixtures placed by
Lesses pp 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 tnless®the owner of the soil grants Lesses an extension of this 120-day period. However, Lesses may not remove casing from any well capable of producing oil
and gas in paying quantities. Additionally, Lessee may not draw and remove casing until after thirty (30) days written notices to the Commissioner of the General
Land Office and to the owner of the soil. The owner of the soil shall become the owner of any machinery, fixtures, or casing which are not timely removed by Lessee

under the terms of this paragraph.

27. (A) ASSIGNMENTS. Under the conditions contained in this paragraph and Paragraph 29 of this lease, the rights and estates of cither party to this
lease may be assigned, in whole or in part, and the provisions of this lease shall extend to and be binding upon their heirs, devisees, legal representatives, successors
and assigns. However, a change or division in ownership of the land, rentals, or royalties will not enlarge the obligations of Lesses, diminish the rights, privileges
and estates of Lessee, impair the effectiveness of any payment made by Lessee or impair the effectiveness of any act performed by Lesses. And no change or
division in ownership of the land, rentals, or royalties shall bind Lesses for any purpose until thirty (30) days after the owner of the soil (or his heirs, devisess, legal
representatives or assigns) fumishes the Lessee with satisfactory written evidence of the change in ownership, including the original recorded muniments of title (or 2
certified copy of such original) when the ownership changed because of a conveyance. A total or partial assignment of this lease shall, to the extent of the interest
assigned, relieve and discharge Lessee of all subsequent obligations under this lease. If this lease is assigned in its entirety as to only part of the acreage, the right and
option (o 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 liabilitics to the State for unpaid royalties.

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

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

(3) a partnership in which the owner of the soil is a parmer or is an employee of such a.parmership;
(4) a principal stockholder or employee of the corporation which is the owner of the soil;
(5) a partner or employee in a parmership which is the owner of the soil;
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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 soi]
and place of record a release or releases covering any portion or portions of the Icased premises, and thereby surrender this lease as to such portion or portions, and be
relicved of all subsequeat obligations as to acreage surreadered. If any part of this lease s properly surrendercd, the delay rental due under this lease shall be redyced
bymepmpor:ionmaﬂ\:mmmdmdmagcbmtothemagewﬁchwumacdbyﬁhlmchnmdhulypﬁamsucbmmda:mu,mchmem
not relieve Lesses of any liabilities which may have accrued under this lease prior to the surrender of such acreage. -

29. FILING OF ASSIGNMENTS AND RELEASES. If all or any part of this lcasc 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
instrumeat is recorded, must be filed in the General Land Office within 90 days of the last execution date accompaniced by the prescribed filing fee. If any such
assignment is not so filed, the rights acquired under this lease shall be subject to forfeiture at the option of the Commissioner of the General Land Office.

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

31. FIDUCIARY DUTY. The owner of the soil owes the State a fiduciary duty and nmust fully disclose any facts affecting the State's interest in the leased
premises. Whea the interests of the owner of the soil conflict with those of the State, the gwner 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 retumn or false report concemning production or drilling, or if Lessee shall fail or refuse to drill any offset well or wells in good
faith as required by law and the rules and regulations adopted by the Commissioner of the General Land Office, or if Lessee should fail 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 w 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 lcasc is assigned and the assignment is oot 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 authorizz a
fo._rﬁl. 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
waw c automatic termination of this lease by operation of law or by reason of any special limitation arising hereunder. Forfeitures may be set aside and this
leasead all rights thereunder reinstated before the rights of another intervene upon satisfactory evidence to the Commissioner of the General Land Office of future
colnpiinde with the provisions of the law and of this lease and the rules and regulations that may be adopted relative hereto.

L]

eeee 33. LIEN. Inaccordance with Texas Natural Resources Code 52.136, the State shall have a first lien upon all oil and gas produced from the area covered
by*this Jee 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 graats the
Statz, in agdition to the lien provided by Texas Natural Resources Code 52.136 and any other applicable statutory lien, an express contractual lien on and security
intﬂ.uﬁa,lllentdmin:nls in and extracted from the leased premises, all proceeds which may accrue to Lessee from the sale of such leased minerals, whether such
proceeds are held by Lessee or by a third party, and all fixtures on and improvements to the leased premises used in connection with the production or processing of
such [¢ased minerals in order to secure the payment of all royalties or other amounts due or to become due under this lease and to secure payment of any damages or
loss ghas Léssor 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
foreflosed With or without court proceedings in the manner provided in the Title 1, Chapter 9 of the Texas Business and Commerce Code. Lesses agrees that the
Cogygissidner may require Lessee to execute and record such instruments as may be reasonably necessary to acknowledge, artach or perfect this lien. Lessee hereby
repréents 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 leasehold
or mineral interest for the exploration, development and production of oil or gas or cither of them upon the same terms as shall be approved by the School Land
Board and the Commissioner of the General Land Office for the pooling or unitizing of the interest of the State under this lease pursuant to Texas Natural Resources
Code 52.151-52.153. The owner of the soil agrees that the inclusion of this provision in this lease satisfies the execution 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 expeases which are caused by the
activities of Lessee, its officers, employees, and agents arising out of, incidental to, or resulting from, the operations of or for 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 successars or assigns, against any and all claims, liabilities, losses, damages, actions, personal injury (including death),
costs and expenses, or other harm for which recovery of damages is sought, under any theory including tort, contract, or strict liability, including attorneys’ fees and
other legal expenses, including those related to environmental hazards, on the leased premises or in any way related to Lessee's failure to comply with any and all
environmental laws; those arising from or in any way related to Lesses's operations or any other of Lessee’s activities on the leased premises; those arising from
Lessee’s use of the surface of the leased premises; and those that may arise out of or be occasioned by Lessee’s breach of any of the terms or provisions of this
Agreement or any other act or omission of Lessee, its directors, officers, employees, parmers, agents, contractors, subcontractors, guests, invitees, and their respective
successors and assigns. Each assignee of this Agreement, or an interest therein, agrees to be liable for, exonerate, indemnify, defend and hold harmless the State of
Texas and the owner of the soil, their officers, employees. and agents in the same manner provided above in connection with the 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. Lesses shall use the highest degree of care and all reasonable safeguards to prevent contamination of pollution of ;
any environmental medium, including soil, surface waters, groundwater, sediments, and surface or subsurface strata, :mbimnirorwomumimnmmnﬁm .
in, on, or undes, the leased premises, by any waste, pollutant, or contaminant. Lessee shall not bring or permit to remain on the lcased premises any asbestos
containing materials, explosives. toxic materials, or substancss regulated as hazardous wastes, hazardous materials, hazardous substances (as the term
Substance” is defined in the Comprehensive Environmental Response, Compensation and Liability Act (CERCLA), 42 US.C. Sections 9601, et seq.), or toxic
substances under any federal, state, or local law or regulation (“Hazardous Materials™), except ordinary products commonly used in connection with oil and ga
exploration and development operations and stored in the usual manner and quantities. LESSEE'S VIOLATION OF THE FOREGOING PRORIBITION
SHALL CONSTITUTS A MATERIAL BREACH AND DEFAULT HEREUNDER AND LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND
DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST ANY CLAIMS, DAMAGES, JUDGMENTS, PENAL
LIABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS® FEES AND COURT COSTS) CAUSED BY OR ARISING OUT OF MmaA
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
DNDEMNIFICATION AND ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE ACTIONS UNDERTAKEN
PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IMMEDIATELY GIVE THE STATE OF
TEXAS AND THE OWNER OF THE SOIL WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS PARAGRAPH, UPON
LEARNING OF THE PRESENCE OF ANY HAZARDOQUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY GOVERNMENTAL -
AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBLIGATIONS OF LESSEE
HEREUNDER SHALL SURVIVE THE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF THIS AGREEMENT.

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

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

be the date found on Page 1.

39. LEASE FILING. Pursuant to Chapter 9 of the Texas Business and Commerce Code, this lease must be filed of record in the office of the County
Clarkdn 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
efedtine'until a centified copy of this lease (which is made and certified by the County Clerk from his records) is filed in the General Land Office in accordance with
TegasNatural 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
fr sxtcfion of this lease. The bonus due the State and the prescribed filing fes shall accompany such certified copy to the General Land Office.

*See +Exhibit "A" attached for itional lease provisions, signatures and
acknewledgments. e
< ....
- Y AN
sseees LESSEE ’/ : 7
. BY: :
o:onos TITLE: 67__ 7%1
. DATE: %
., ®eeses
L] L]
STATE OF TEXAS STATE OF TEXAS
BY: . BY:
Individually and as agent for the State of Texas Individually and as agent for the State of Texas
Date: Date:
STATE OF TEXAS STATE OF TEXAS
BY: BY:

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

Date:

Date:
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STATE OF (CORPORATION ACKNOWLEDGMENT)

COUNTY OF.

BEFORE ME, the undersigned autherity, on this day personally appeared i —
7 S

hwwmmmbe&emwbosenm&mbm‘bcdmthcfoﬁphginﬂrmmﬁn
;:da:hnﬂedgedmmdlnhcmdmgm *
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, oa this day personally appeared
of

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

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

;19

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

. &8
. [
Telee Notary Public in and for

sasse
LI

L
FI'A.'ESOF' (INDIVIDUAL ACKNOWLEDGMENT)

COUNTY QF

assnes
-

L]
o DBefore me, the undersigned authority, on this day personally appearsd

knowm xsme 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
cunsi&:uio? therein expressed.
sssese

*  Civen 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 executed the same for the purposes and
consideration therein expressed.

Given under my hand and seal of office this the day of , 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
A Hill Meeker, Trustees UWO J. R. Meeker for Lifetime Benefit of L. H. Meeker, as
owner of the soil, and Clay Johnson, as Lessee.

.

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

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

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

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

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

.
|

6. It is further agreed that Lessee, its successors and assigns, shall not erect any buildings or houses on the leased 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.

. o

% * o Wotwithstanding any other provisions of this lease to the contrary, it is expressly understood and agreed that Lessee will not
u-pgllute any water aqulfers or fresh water in, upon or under the leased premises, and Lessee agrees to notify the owner of the soil
) ufwntmg if fresh water is encountered during drilling, or if a fresh water formation is penetrated.

8' "f.cssee further agrees to maintain all drill sites and other portions of the surface used or occupied by Lessee, its successors or
i as‘;ngns free and clear of weeds and noxious vegetation and will maintain the same in a reasonable manner to prevent additional
*5**@dmage to owner of the soil’s other land and crops.
-
9, +ggon written demand by owner of the soil, Lessee shall build and maintain fences around its slush, sump and drainage pits and
* tafk batteries to protect livestock against loss, damage or injury; and upon completion or abandonment of any well or wells,
.=..I.3.ssee shall fill and level off all slush pits and cellars and completely clean up the drill site of all rubbish thereon.

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

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

L I e

Julian Wade ¥eeker, Trustee UWO J. R. Daniel Hill Meeker, Trustee UWO J. R—
Meeker for/Lifetime Benefit of L. H. Meeker Meeker for Lifetime Benefit of L. H. Meeker
Date: [/:/ /¥ i‘ Q/ Date: / /B

rence Hill Meeker, Trustee UWO J. R.
Meeker for Lifetime Benefit of L. H. Meeker

O fos
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STATE OF TEXAS §

COUNTY OF “[arrant g

Beforé 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 tome that they executed the same for the 0 d consideration therein expressed.
Given under my hand and-seabthis the / ¢:§ 2 4 "

GOV 909

NATASHA. J. LYMAN
NOTARY PUBLIC
| STATE OF TEXAS

M‘[ Comm. Exp. 10-31-98
VOTT

STATE OF TEXAS  §
COUNTY OF Jatidnts

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 Eurposes and consideration therein expressed.

,G.l.vgppndec myglwﬂgagg;gg]} this the /d

oo )

..pj\ NATASHA J. LYMAN

o Bliol 'Nr"-“tf}:’!._'mllc
\«i 7/1\.(.)‘} STATE OF TEXAS

My Comm. Exn. 10-31-98

1,
Uy ™

STATE OF TEXAS §

Cl..ll

CQ)UNTY oF Tarrant

Before me, the undersigned authority, on this day personally appeared Lawrence Hill Meeker, Trustee UWO J. R.
r, for Lifetime Benefit of L. H. Meeker known to me to be the persons whose names are subscribed to the foregoing
instrument, and acknowledged to me that they executed the same for the purposes and consideration therein expressed.

ﬁwga:eaﬁ%g‘ﬁgﬁ%‘ﬁpe this the Zﬁ ‘IJ\ day of

il

20 . )
Nl Q‘ ) NOTARY P1IRLIC
3 A,ﬁ-;‘-rqw-r. 3
Q‘;‘F-ﬂu ;( Comm I '
witnes” N 3 N taIy Public in apd f’; -"‘H‘W’

z.'

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 q day of w , 1998.

ST, MONICA MARLOWE ; WWW

) # NOTARY PUBLIC
iﬂj%’ State of Texas Notary Public in and for

*som* Comm. Exp. 10-30-29 True and Correct
o Ll s : / N copy of
‘*""’i ‘ Qriginal filed In

“'/:)  Reeves County

et Clerks Office
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General Land Office
Relinguishmnt Act Lease Form
Revised, September 1997

‘ /‘Q OIL AND GAS LEASE
Keenom .
THIS AGREEMENT ismade and entered iito this 19 day of_August 1998 , between the State of Texas, acting by and through its
agen i ivi of the Thomas Hill
Puff _Trust and as Trustee aof fhn_N_a_n_cg_Eu_ﬁf_J_n.n.e_s Trust
1320 T.ake Street. Fort Worth,. Texas 6102 said ageat -
(Give PéTmcnlAdd]r?s) : .
herein referred (o as the owner of the soil (whether one or more), and ay Johnson
203 W. Wall, Suite 800 of
Miglang.,.  TX 79701
(Give Permanent Address)

heseinafter called Lesses,

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
Lessee under this lease, the Stats of Texas acting by and through the owner of the soil, hereby grants, leases and lets \mlol.:as:e.fonhe so!e and only purpess of
prospecting and drilling for and producing oil and gas, laying pipe lines, building tanks, stering oil and building power staticns, telephene lines and other souctures

thercon, to produce, save, taks care of, treat and transport said preducts of the lease, the following lands situated in Reeves Counry, State
of Texas, to-wit: 2
Block 59, Public School Land Survey ]
Section 43: All
. oo Section 44: All
S R Section 45: All
conteinkm 1,920 acres, mere or less. The bonus consideration paid for this lease is as follows:
LA .

. To the Stz of Texas:__ Six Thousand One Hundred Eighty-seven and 50/100------

seee Ccllars (S, BT 50 )
. .

Six Thousand One Hundred Eighty-seven and 50/100----

...., To the owner of the soil:
ssssee Dollas(S___6,187.50 ) .
* Total bonus consideration: TWelve Thousand Three Hundred Seventy-five and No/100
.roﬁ Dollorsi(3: 12, 375,00 ) i
The sataldnus consideration paid represents a bonus of Fifty and No/100-———————————c————e———eu
Sha'aY, Dollars (5 50.00 ) perace,on 247 .5 netacres.
2 TERM. Subject to the other provisions in this I:a.sc'. this lease shall be for a term of Five (5) years from this dats

(hercin called “primary term”™) and as long thersafter as oil and gas, or zither of them, is produced ia paying quan:it':'cs from said land.
As used in this lease, the term "producsd in paying quantities® means that the receipts fom the sale or other authorized commercial use of the substancs(s) coverzd

exceed out of podket operational expenses for the six menths last past.

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

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

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

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

(A) OIL. Royalty payable on oil, which is defined as including all hydrocarbens produced in a liquid form 2t the mouth of the well and alsg o all

condensate, distillats, a%d other liquid hydrocarbons recovered from oil or gas run through a sepanator or other equipment, as hereinafter provided, shall be
3/16 part of the gross production or the market value thereof, at the option of the owner of the il 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 typ= and gravity in the general area where producsd and whea run, or 2) the highest markst price thereof offered or paid in the
geaeral arsa where produced and when run, or 7) the gross procseds of the sale thereof, whichever is the greater. Lessce agrees that before any gas produced from the
leased premises Is sold, used or processed in a plant, it will be run frez of cost to the royalty owners through an adequals oil and gas scparator of conventional type, or
other equipment at least as efficient, so that all liquid hydrocarbons recoverable from the gas by such means will be recoversd. The requirement that such gas be run
through a separator of other equipment may be waived in writing by the royalty owners upon such tems and conditions as they prescribe.

(B) NON PRCCESSED GAS. Royalty on any gas (including flared gas), which is defined as all hydrocarbons and gaseous substances not defined
as oil in subparagraph (A) above, producsd from any “well on said land (except as provided herein with respect to gas processed in a plant for the extraction of
gascline, liquid hydrocarbens or other products) shall be 3/16 part of the gross producticn or the market value thereof, at the option of the
owner of the soil or the Commissioner of the General Land Offics, such value to be based on the highest market price paid or offered for gas of comparable quality in
the general arca where produced and whea run, or the gross prics paid or offered to the producsr, whichever is the greater; provided that the maximum pressure base
in measuring the gas under this lease shall not af any time exceed 14.65 pounds per square inch absolute, and the standard base temperarurs shall be sixty (60)
degrees Fahrenheit, correction to be made for pressurs aceording o Boyle's Law, and for specific gravity according to tests made by the Balance Method or by the
most approved method of testing being ussd 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 r=sidue gas and the liquid hydrocarbons extracted or the market value thereof, at the option of the
owner of the soil or the Commissicner of the General Land Office. All royalties due herein shall be based on one hundred perzent (100%) of the total plant
preduction of residue gas antributable to gas producsd frem this lease, and on fifty percent (50%), or that percent accruing 1o Lessee, whichever is the greater, of the
total plant procduction of liquid hydrocarbens arributable to the gas producsd Som this lease; provided that if liquid hydrccarbons are recoversd fom 23s processed
in a plant in which Lesses (or its parsat, subsidiary or affiliate) owns an interest, then the percentags applicable to liquid hydrocarbons shall be fifty persent (50%) er
the highest percant accruing to a third party processing gas through such piant under a procsssing agresment negotiazed at arm's length (cr if there is no such third
parhe, tha highest percent then being specified in procsssing agresments or contracts in the industry), whichever is the greater. The respective royalties on residue zas
and oft Yiquid hydrccar=sns shall be determined by 1) the highest market price paid or uffered for any gas (cr liquid hydrocartcns) of comparable quality in the
s Yyea, or 2) the zoss prics paid or offered or such residue gas (or the weighted average gross selling prics for the r=spective grades of Jiquid hydrocarbons),
wh¢hev®r is the greater. In no event, however, shall the royalties payable under this paragraph be less than the royalties “¥hich would have beea due had the 2as aot

beerPprocessed.
LA LN £
*eses’ (D) OTHER PRODUCTS. Royaltr ~n carbon black, sulphur or any other products producsd or manufactursd Scm gas (exezpting liquid hydrogarons)
whether said gas be “casinghead,” "dry,” or any other gas, by fractionating, buming or any other procassing shall be e . 316 patofthe

e? & p&iuction of such proeducts, or the market value thereof, at the cpticn of the owner of the soil cr the Commissioner of the General Lang OifTice, such markst
valug to be determined as foilows: 1) on the basis of the highest market price of each product for the same month in which such product is pgpducsd, or 2) on the
basis of the average gross sale prics of each product for the same menth in which such products are produced; whichever is the greater. .,- 3

Sessven v 3 1
i : 5. MINIMUM ROYALTY. During any year after the sxpiration of the primary term of this lease, if this lease is maintained by prpduction, Lhcgoyalu'cs
paidsunder this leass in no event shall be less than an amount equal to the total annual delay reatal herzin provided; otherwise, there shcil be due and payabic on or
beftre the last day of the month ~ucceeding the anniversary dats of this leass a sum equal to the tetal annual rental less the amount of r-vaities paid during the
precsding year. t 23 T a for the purpeses of this paragraph, the delay rental amount shall be one

dollar (51.00) per acre.

6. ROYALTY IN XIND. Notwithstanding any other provisicn in this lease, at any time or from time to time, the owner of the soil or the Commissior_l:r
of the General Land Offics may, at the option of sither, upcn not less than sixty (60) days notics to the holder of the lease, require that the payment of any ruyalt:cs_
accruing to such royalty owner under this lease be mads in kind. The owner of the scil's or the Commissicner of the General Land Office’s right o taks its myaii_? in
kind shail not diminish or negate the owner of the soil's or the Commissioner of the General Land Cffice's rights or Lessee's obligations, whether express or implied,

under this lease.

7. NO DEDUCTIONS. Lesses agress that all royalties accruing under this lease (including those paid in kind) shall be without deducticn for the cost of
producing, gathering, storing, scparating, treating, dehydrating, compressing, procassing, transperting, and otherwise making the oil, gas and other producs -~
her=under ready for sale or use. Lesses agrees to compute and pay royalties on the gross value recsived, including any reimbursements for severancs taxes and
production related costs.

8. PLANT FUEL AND RECYCLED GAS. No rovalty shall be payable on any gas as may represent this lease’s propertionate share of any fuclused o
process zas zroducesd hersunder in any procsssing plant. Notwithstanding any other provisicn of this lease, and subject to the writien consent of the owner ol’!.hf scil
and the Commissioner of the General Land Offics, Lesses may recycle gas for gas lit purposes on the leased premises or for injection into any oil or gas producing
formaticn underlying the leased premises aer the liquid hydrecarbens cantzined in the gas have been removed; no rovalties shall be payable on the recycled 335
until it is produczd and scld or used by L=sscs in a manner which entitles the royalty owners io a royalty under this lsase.

9. ROYALTY PAYMENTS AND REPORTS. All rovalties not taksn in kind shall be paid to the Commissicner of the General Land Officz at Austin,
Texas, in the following mannen

Favment of royulty on preduction of oil and gas shal! be as provided ister. Rules currendy provide that r‘e}‘dif‘f_D“"-“l_‘i:“
and r:ust be recsived in the General Land Offics on or b=fors the Sth 2ay of the second month su ing the month of production, and royalty on gas is ..u=.:=~'.‘_
mus: be received in the General Land Offics on or befors the 1 5th day of the second menth succsading the month of preduction, accompanied by the :l.ﬁi?-'-"’" U‘ wie p
owner, manager or other authorized ag=nt, cempleied in the form and manner prescribed by the General Land Office and shewing the gress ameunt :mti dli?f’s_j“i'::_l
value of the oil and gas, together with a copy of all documents, records or reperts csnitming the zross production, dispesiticr

rtherulesset forthintie T

all oil and gas producad and the market
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and market value including gas meter readings, pipeline receipts, gas line receipts and other checks or memoranda of amount produced and put into pipelines, tanks
or pools and gas lines or gas storage, and any other reports or records which the General Land Office may require to verify the gross production, disposition ang
market value. In all cases the authority of a manager or agent to act for the Lessze herein must be filed in the General Land Office. Each royalty payment shaj) be
accompanicd by a check stub, schedule, summary or other remittance advice showing by the assigned General Land Office lease number the amount of royalry being
paid on each lease. If Lessee pays his royalty on or before thirty (30) days after the royalty payment was due, then Lessec owes 2 penalty of 5% on the royalty or
525.00, whichever is greater. A royalty payment which is over thirty (30) days late shall accrue a penalty of 10% of the royalty due or $25.00 whichever is greater,
In addition to a penalty, royalties shall accrue interest at a rate of 12% per year; such interest will begin accruing when the royalty is sixty (60) days overdue. :
Affidavits and supporting documents which are not filed when due shall incur a penalty in an amount set by the General Land Office administrative rule which is
effective on the date whed the affidavits or supporting documents were due. The Lessee shall bear all responsibility for paying or causing royalties to be paid as
prescribed by the due date provided herein. Payment of the delinquency penalty shall in no way operate to prohibit the State's right of forfeiture as provided by law
nor act to postpone the date on which royalties were originally due. The above penalty provisions shall not apply in cases of title disputz as to the State’s portion of
the royalty or to that portion of the royalty in dispute as to fair market value. . .

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually fumish the Commissioner of the General Land Office with
its best possible estimate of oil and gas reserves undertying this lease or allocable to this lease and shall furnish said Commissioner with copies of all contracts under
which gas is sold or processed and all subsequent agreememts and amendments o 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 Attomey General, the Governor, or the representative of any of them.

(B) PERMITS, DRILLING RECORDS. Written notice of all operations on this lease shall be submitted to the Commissioner of the General
Land Office by Lessee or operator five (5) days before spud date, workover, re-entry, temporary abandonment or plug and abandenment 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 submintzd 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 weils, tank baneries or other associated improvements to the land must also include the word "State.” Lessee shall supply the General Land Office with
any records, memoranda, accounts, reports, cuttings and cores, or other information relative to the operation of the above-described premises, which may be
requested by the General Land Office, in addition to those herein expressly provided for. Lesses shall have an electrical and/or radioactivity survey made on the
bore-hole section, from the base of the surface casing to the total depth of well, of all wells drilled on the above described premises and shall transmit a true copy of
the log of each survey on cach well to the General Land Office within fifteen (15) days after the making of said survey.

e o L

s (C) PENALTIES. Lessee shall incur a penalty whenever reports, documents or other materials are not filed in the General Land Office when
duae'gc'sccnalty for late filing shall be set by the General Land Office administrative rule which is effective on the date when the materials were due in the General
Land Offide. g
L]

o' ***,. 1. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, during the primary term hereof and prior to discovery and production
of oi# ®2 #as on said land, Lessee should drill a dry hole or holes thereon, or if during the primary term hereof and after the discovery and actual production of oil'or
ga.sjjgrpﬂc Ieased 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
datcof completion of said dry hole or cessation of production Lessce commences additional drilling or reworking operations thereon, or pays or tenders the next o
annuab delay rental in the same manner as provided in this lease. If, during the last year of the primary term or within sixty (60) days prior thereto, a dry hole be
completedeand 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
undBthe Egpiration of the primary term; and if Lessee has not resumed production in paying quantities at the expiration of the primary term, Lessee may maintain this
lease by cqnducting additional drilling or reworking operations pursuant to Paragraph 13, using the expiration of the primary term as the date of cessation of
protifi2ad&funder 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 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 thereon, this lease shall remain in fores so long as operations on said well or for
drilling or reworking of any additional well are prosecutzd in good faith and in workmanlike manner without interruptions totaling more than sixty (60) days during
any one such operation, and if they result in the production of cil and/or gas, so long thercafter 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 leass shall remain in full force and effect for so long as such operations continuc in good faith and in workomanlike 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 cperations in good faith and in a workmanlike manner without interruptions totaling more
than sixty (60) days. Lessce shall give written notice to the General Land Office within thirty (30) days of any cessation of production.

14. SHUT-IN ROYALTIES. For purposes cf this paragraph, "well" means any well that has bezn assigned a well number by the state agency having
jurisdiction over the production of oil and gas. If, at any time after the expiration of the primary term of a lease that, until being shut in, was being maintained in
force and 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 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 cach well capable of producing oil or gas in paying quantitics.
ammaumimdven for the purposes of this paragraph, the delay rental amount shall be one dollar (§1.00) per acre. To be effective, each initial shut-in oil or gas royalty
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must be paid on or before: (1) the expiration of the primary term, (2) 60 days after the Lessee ceases to produce oil or gas from the leased premises, or (3) 60 days
after Lessee completes a drilling or reworking operation in accordance with the lease provisions; whichever date is latest. Such payment shall be made one-half (172)
to the Commissioner of the General Land Office and one-half (1/2) to the owner of the soil. If the shut-in o0il or gas royalty is paid, the lease shall be considered to be
a producing lease and the payment shall extend the term of the lease for a period of one year from the end of the primary term, or from the first day of the month
following the month in which production ceased, and, after that, if no suitable production facilities or suitable market for the oil or gas exists, Lessee may extend the
lease for four more successive periods of one (1) year by paying the same amount each year on or before the expiration of each shut-in year.

L g :

15. COMPENSATORY ROYALTIES. If, during the period the lease is kept in effect by payment of the shut-in oil or gas royalty, oil or gas is sold and
delivered in paying quantities from a well Jocated within one thousand (1,000) feet of the leased premises and completed in the same producing reservoir, or in any
case in which drainage is occurring, the right to continue to maintain the lease by paying the shut-in oil or gas royalty shall cease, but the lease shall remain effective
for the remainder of the year for which the royalty has been paid. The Lessee may maintain the lease for four more successive years by Lesses paying
royalty at the royalty rate provided in the lease of the market value of production from the well causing the drainage or which is completed in the same producing
reservoir and within one thousand (1,000) fect 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 thesz provisions will relieve Lessee of the obligation of reasonable development nor the obligation to drill offser .
wells as provided in Texas Natural Resources Code 52.173; however, at the determination of the Commissioner, and with the Commissioner’s written approval, the

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

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

(A) VERTICAL. In the event this lease is in force and effect two (2) years after the expiration date of the primary or extended term it shall then terminate
as 1o all of the leased premises, EXCEPT (1) 40 acres surrounding each oil well capable of producing in paying quantities and 320 acres surrounding cach gas well
capable of producing in paying quantities (including a shut-in oil or gas well as provided in Paragraph 14 hereof), or a well upon which Lessee is then engaged in
continuous drilling or reworking operations, or (2) the number of acres included in a producing pooled unit pursuant to Texas Natural Resources Code  52.151-
52.153, or (3) such greater or lesser number of acres as may then be allocated for production purposes to a proration unit for each such producing well under the rules
andec .'cns of the Railroad Comrnission of Texas, or any successor agency, or other governmental authority having jurisdiction. If at any time after the effective
dafeeoldhe partial termination provisions hereof, the applicable field rules are changed or the well or wells located thereon are reclassified so that less acreage is
thergafies allocated to said well or wells for production purposes, this lease shall thereupon terminate as to all acreage not thereafter allocated to said well or wells for
prddpgfiod purposes. Norwithstanding the termination of this lease as to a portion of the lands covered hereby, Lesses shall nevertheless continue to have the right of
ingress to and egress from the lands still subject to this lease for all purposes described in Paragraph 1 hereof, together with casements and rights-of-way for existing
roadg, 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
retsined lavds and for the gathesing or transportation of oil, gas and other minerals produced from the retained lands. ‘ ‘f

ssae -23) 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 a5 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)
abave; unless on or before two (2) years afler the primary or extended term Lessee pays an amount equal to one-half (1/2) of the bonus originally paid as
congide@idn for this lease (as specified on page 1 hereof). If such amount is paid, this lease shall be in force and effect as to such deeper depths, and said
termMatiod shall be delayed for an additional period of two (2) years and so long thereafter as oil or gas is produced in paying quantities from such deeper depths

covged hysthis lease.

(C) IDENTIFICATION AND FILING. The surface acreage retained hereunder as to each well shall, as nearly as practical, be in the form of a square with
the well located in the center thereof, or such other shape as may be approved by the Commissioner of the General Land Office. Within thirty (30) days after parial
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 hercunder. The recorded release, or a centified copy of same, shall be filed in the General Land Office, accompanied by the filing fee prescribed
by the General Land Office rules in effect on the date the release is filed. If Lessee fails or refuses to execute and record such release or releases within ninety (50)
days after being requested to do so by the General Land Office, then the Commissioner at his sole discretion may designate by written instrument the acreage and/or
depths to be released 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. Necither the bonus, delay rentals, nor royalties paid, or to be paid, under this lease shall relieve Lessee of his obligation to protect
the oil and gas under the above-described land from being drained. Lessee, sublessee, recziver or other agent in control of the leased premises shall drill as many
wells as the facts may justify and shall use appropriate means and drill to a depth necessary to prevent undue drainage of oil and gas from the leased premises. In
addition, if oil and/or gas should be produczd in commercial quantities within 1,000 feet of the leased premises, or in any case where the leased premises is being
drained by production of oil or gas, the Lessee, sublesses, receiver or other agent in control of the leased premises shall in good faith begin the drilling of a well or
wells upon the leased premises within 100 days after the draining well or wells or the well or wells completed within 1,000 feet of the leased premises start producing
in commercial quantitics 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 effort, Lessee is prevented from complying with any express or implied covenant of this lease, from
conducting drilling operations on the leased premises, or from producing oil or gas from the leased premises by reason of war, rebellion, riots, sirikes, acts of God, or
any valid order, rule or regulation of government authority, then while so prevented, Lessee's abligation to comply with such covenant shall be suspended and Lesses
shall not be liable for damages for failure to comply with such covenants; additionally, this lease shall be exiended while Lesses is prevented, by any such cause,
from conducting drilling and reworking operations or from producing oil or gas from the leased premises. However, nothing in this paragraph shall suspend the

payment of delay rentals in order to maintain this lease in effect during the primary term in the absence of such drilling or reworking operations or production of oil
or zas. — True and Correct
copy of
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19. WARRANTY CLAUSE. The owner of the soil warrants and agrees to defend title to the leased premises. If the owner of the soil defaults in
payments owed on the lcased premises, then Lessee may redeem the rights of the owner of the 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 50il owns less than the entire undivided surface estate in the aboye
described land, whether or not Lessee's interest is specified herein, then the royalties and rental herein provided to be paid to the owner of the soil shall be paid o him
in the proportion which his interest bears to the entire undivided surface estate and the royalties and rental herein provided 1o be paid to the Commissioner of the
General Land Office of the State of Texas shall be likewise proportionately reduced. However, before Lessee adjusts the royalty or rental due to the Commissioner of
the General Land Office, Lessee or his authorized representative must submit to the Commissioner of the General Land Office a written statement which explains the
discrepancy between the interest purportedly leased under this lease and the actual interest owned by the owner of the soil. The Commissioner of the General Land
Office shall be paid the value of the whole production allocable to any undivided interest not 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 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 Nanural Resources Code Sections 52.151-52.154, or
if, at any time after the expiration of the primary term or the extended term, this lease covers a lesser number of acres than the total amount described herein,
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 shail be calculated based upen the number of acres outside the,
boundaries of a pooled unit, or, if after the expiration of the primary term, the number of acres actually retained and covered by this lease.

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

without the prior consent of the owner of the soil.

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

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

e ¢e¢24. WELL LOCATION LIMIT. No well shall be drilled nearer than two hundred (200) fest to any house or bam now on said premises without the
wrifted gantent of the owner of the soil. . 9:4

sate

®es” 25. POLLUTION. In developing this area, Lesses shall use the highest degres of care and all proper safeguards to prevent pollution. Without limifing the
foregojng, pollution of coastal wetlands, natural waterways, rivers and impounded water shall be prevented by the use of containment facilities sufficient to prevent
spillagg sgcpage or ground water contamination. In the event of poilution, Lessee shall use all means at its disposal to recapture all escaped hydrocarbons or g@er
polh.u{;ind shall be responsibie for all damage to public and private properties. Lessee shall build and maintain fences around its slush, sump, and drainage pits
and tan| bag:rics 50 as 1o protect livestock against loss, damage or injury; and upon complction or abandonment of any well or wells, Lessee shall fill and level all
slusheits and cellars and completely clean up the drilling site of all rubbish thercon. Lessee shall, while conducting operations on the leased premises, keep said :
premises frée of all rubbish, cans, bottles, paper cups or garbage, and upon completion of operations shall restore the surface of the land to as near its original .
conditibn ar.;d contours as is practicable. Tanks and equipment will be kept painted and presentable. ;"’

* 2. REMOVAL OF EQUIPMENT. Subject to limitations in this paragraph, Lessee shall have the right to remove machinery and fixtures placed by
Lessgz op 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 mnless*the owner of the soil grants Lesses an extension of this 120-day period. However, Lessee may not remove casing from any well capable of producing oil
and gas in paying quantities. Additionally, Lessee may not draw and remove casing until after thirty (30) days written notice to the Commissioner of the General
Land Office and to the owner of the soil. The owner of the soil shall become the owner of any machinery, fixtures, or casing which are nct timely removed by Lesses

under the terms of this paragraph.

27. (Ay ASSIGNMENTS. Under the conditions contained in this paragraph and Paragraph 29 of this lease, the rights and estates of either party to this
lease may be assigned, in whole or in part, and the provisions of this lease shall extend to and be binding upon their heirs, devisces, legal representatives, successors
and assigns. However, a change or division in ownership of the land, rentals, or royalties will not enlarge the obligations of Lessee, diminish the rights, privileges
and estates of Lessee, impair the effectivencss of any payment made by Lessee or impair the effectiveness of any act performed by Lesses. And no change or
division in ownership of the land, rentals, or royalties shall bind Lessee for any purpose until thirty (30) days after the owner of the soil (or his heirs, devisces, legal
representatives or assigns) fumnishes the Lessee with satisfactory written evidence of the change in ownership, including the original recorded muniments of title (or 2
certified copy of such original) when the ownership changed because of a conveyance. A total or partial assignment of this lease shall, to the extent of the interest
assigned, relieve and discharge Lessee of all subsequent obligations under this lease. If this lease is assigned in its entirety as to only part of the acreage, the right and
option to pay rentals shall be apportioned as between the several owners ratably, according to the area of each, and failure by one or more of them to pay his share of
the rental shall not affect this lease on the part of the land upon which pro rata rentals 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, liabilitics, 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 past by
assignment without the prior written approval of the Commissioner of the General Land Office, this lease is void as of the time of assignment and the agency power

of the owner may be forfeited by the Commissioner. An assignment will be treated as if it were made 1o the owner of the soil if the assignes is:

(1) anomines 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 parmership in which the owner of the scil is a partmer or is an employes of such a partnership;

(4) a principal stockholder or employee of the corporation which is the owmer of the soil; . -
i e ~—~._ Irue and Correct

(5) a partner or employes in a partnership which is the owner of the soil; g )
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(6) a fiduciary for the owner of the soil; including but not limited to a guardian, trustce, executor, adminiswrator, receiver, or conservator for the
owner of the soil; or
(7) a family member of the owner of the soil or related to the owner of the soil by marriage, blood, or adoption.

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

29. FILING OF ASSIGNMENTS AND RELEASES. If all or any part of this lcase 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 acquirsd under this lease shall be subject to forfeiture at the option of the Commissioner of the General Land Office.

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

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

interests.

32. FORFEITURE. If Lessee shall fail or refuse to make the payment of any sum within thirty days after it becomes due, or if Lessee or an authorized
agent should knowingly make any false return or false report conceming production or drilling, or if Lessee shall fail or refuse to drill any offset well or wells in good
faith as required by law and the rules and regulations adopted by the Commissioner of the General Land Office, or if Lesses sheuld fail wo file reports in the manner
required by law or fail to comply with rules and regulations promulgated by the General Land Offics, the School Land Board, or the Railroad Commission, or if
Lessee should refuse the proper authority access to the records pertaining to operations, or if Lessee or an authorized agent should knowingly fail or refuse to give
correct information to the proper authority, or knowingly fail or refuse to furnish the General Land Offics a correct log of any well, or if Lessee shall knowingly
violate any of the material provisions of this lease, or if this lease is assigned and the assignment is pot filed in the General Land Office as required by law, the rights
acquired under this lease shall be subject to forfeiture by the Commissioner, and he shall forfeit same when sufficiently informed of the facts which authorize a
for{itlm and when forfeited the arca shall again be subject to lease under the terms of the Relinquishment Act. However, nothing herein shall be construed as
walwng e 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
leasa andeall rights thereunder reinstated before the rights of another intervene upon satisfactory evidence to the Commissioner of the General Land Office of future
corfiglidhcd with the provisions of the law and of this lease and the rules and regulations that may be adopted relative hereto.

L]

eeee33- 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 lca to secure payment of all unpaid royalty and other sums of money that may become due under this lease. By acceptance of this lease, Lessee grants the
State, in addition to the lien provided by Texas Natural Resources Code 52.136 and any other applicable starutory lien, an express conwractual lien on and security
inur:a fnil leased minerals in and extracted from the leased premises, all proceeds which may accrue to Lessee from the sale of such leased minerals, whether such
proceeds are held by Lessee or by a third party, and all fixtures on and improvements to the leased premises used in connection with the production or processing of
such I€ased minerals in order to secure the payment of all royalties or other amounts due or to become due under this lease and to secure payment of any damages or
loss $iateledsor may suffer by reason of Lessee's breach of any covenant or condition of this lease, whether expres. or implied. This lien and security interest may be
forectosed ¥ith 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
Corppissipher may require Lessce to execute and record such instruments as may be reasonably necessary to acknowledge, artach or perfect this lien. Lesses hereby
reprefents that there are no prior or superior liens arising from and relating to Lessee's activitics upon the above-described property or from Lesses'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 inter=st for the exploration, development and production of oil or gas or either of them upon the same terms as shall be approved by the School Land

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

Resources Code 52.152.

35. INDEMNITY. Lessee hereby releases and discharges the State of Texas aEd the owner of the soil, their officers, employees, parmers, agents,
contractors, subcontractors, guests, invitees, and their respective successors and assigns, of and from all and any actions and causes of action of cvery nature, or other
harm, including environmental harm, for which recovery of damages is sought, including, but not limited to, all losses and expenses which are caused by the
activities of Lessee, its officers, employees, and agents arising out of, incidental to, or resulting from, the operations of or for Lessee on the leased premises
hereunder, or that may arise out of or be occasioned by Lessce's breach of any of the terms or provisions of this Agreement, or by any other negligent or strictly liable
act or omissicn of Lessee. Further, Lesses hereby agrees to be liable for, exonerate, indemnify, defend and hold harmless the Stat= 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 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 Lessee's activities on the leased premises; those arising from
Lesses's use of the surface of the leased premises; and those that may arise out of or be occasioned by Lessee’s breach of any of the terms or provisions of this
Agreement or any other act or omission of Lessee, its directors, officers, employees, parmers, agents, congractors, subcontractors, guests, invitees, and their respective
succsssors 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, employe=s. and agents in the same manner provided above in connection with the activities of Lessee, its officers,
employees, and agents as described above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF THE INDEMNITY OBLIGATIONS
ANDI\CR 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 surfacs or subsurface strata, ambient air or any other eavironmental medium -
in, on, or under, the leased premises, by any waste, pollutant, or contaminant. Lessee shall not bring or permit to remain on the leased premises any asbestos
containing materials, explosives, toxic materials, or substances regulated as hazardous wastes, harardous materials, hazardous substances (as the term “Hazardoys
Substance” is defined in the Comprehensive Environmental Response, Compensation and Liability Act (CERCLA), 42 U.S.C. Sections 9601, et $eq.), or toxic
substances under any federal, state, or local law or regulation (“Hazardous Materials™), except ordinary products commonly used in connection with oil and gas
exploration and development operations and stored in the usual manner and quantities. LESSEE'S YIOLATION OF THE FOREGOING PROHIBITION
SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND
DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST ANY CLAIMS, DAMAGES, JUDGMENTS, PENALTIES,
LIABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS® FEES AND COURT COSTS) CAUSED BY OR ARISING OUT OF () A
VYIOLATION 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 Narural 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 Offics of the State of Texas. Cnce the filing requirements found in Paragraph 39 of this lease have been satisfied, the effective date of this lease shall
be the date found on Page 1. ' :

39. LEASE FILING. Pursuant to Chapter 9 of the Texas Business and Commerce Code, this leass must be filed of record in the office of the County
Clork #® any county in which all or any part of the leased premises is located, and centified copies thereof must be filed in the General Land Office. This lease is not
effactive lintil 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
TexagNatural Resources Code 52.183. Additionally, this lease shall not be binding upcn the Stats unless it recites the actual and true consideration paid or promised
fot gg2cidion of this lcase. The bonus due the State and the prescribed filing fe= shall accompany such certified copy to the General Land Office. )

* See Exhibit "A" Att)dfegffo Additional Lease Provisions
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STATE OF (CORPORATION ACKNOWLEDGMENT)

COUNTY OF

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

bmwntnmcmbehpeunwhcsem:hmbsm’bedmmefoﬁgoin;insumLu
and ach:cwledgcdmme that he executed the same :
for the purposes and consideration therein expressed, in the capacity stated, and as the act and deed of said corporation.

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

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

known to me to be the person whose name is subscribed to the forcgoing instrument, as
and a:!mnwl:dged 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 mrporanon.

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

. e
. ® L]

LAl Notary Public in and for

L LR ]
L] .

. L]

L

(INDIVIDUAL ACKNOWLEDGMENT)

STATEOF _TEXAS
- L]
COUNTY QF___ TARRANT

.:..I.

o Before me, the undersigned authority, on this day personally ap
~Trustee of the Thomas Hill Puff Trust and as
knownes a® o be the persons whose names are subscribed to the foregoing inswument, and a:mowlcdgcd to me that they executed the same for the purposes and
consaaeranon therein expressed.

......
*  Given under my hand and seal of off SRCiaas

JIMMIE L. HOOKS
MY COMMISSION EXPIRES

STATE OF W (INDIVIDUAL ACKNOWLEDGMENT)

countyor__ (Y1 ldsk(ll\d,
Before me, the undersigned authority, on this day personally appeared CQCLLG Q\ o h n Sdh

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

consideration therein expressed.
Given under my hand and seal of office this the 2 % day of m %W 19 O[? .

§ R il&%ﬂ%ﬁgggﬁ!éow Notary Public inand for____JLAK A
{x;ajw\\ /) State of Texas
3 €53 Comm. Exp. 10-30-99
et - True and Correet
: copy of
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“EXHIBIT A”

Attached to and made a part of Oil and Gas Lease Keenom /4%&
' dated August 19, 1998 by and between Dorothy Jean Hitt, Individually

and as Trustee of the Thomas Hill Puff Trust and as Trustee of the Nancy Puff Jones Trust,

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

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

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

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

4. It is further understood and agreed that Lessee will bury and maintain all pipelines and electrical transmission lmes 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
.. Joase 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.

G2 de 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
.: lhe leased premises.

7. Naqtwithstanding any other provisions of this lease to the contrary, it is expressly understood and agreed that Lessee will not
“2* pWllute 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. }

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

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

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

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

CERTIFIED TRUE AND CORRECT COPY CERTIFICATE

STATE OF TEXAS FILE NO. H
COUNTY OF REEVES

ED:
The above and foregoing is a 1uI| irue and correc/'f?q(ogfaprnc copy of the
original record now in my lawiul cuslody and possession as the same is
Hled segrsiest U6.0.9.0.0.9.0.0,0.9.0.%.0. 9,9,

HEKXXKXRREXTO BE RECORDEDIN THE

True and Correst

OFFICIAL PUBLIC RECORDS copy of

‘*‘”""‘"' Reshitrasin O °11/5/98 Original filed in
fh DIANNED FLORE? nuu'rv CLERK Reeves County
‘ RE VES u Clerks Office
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General Land Office
Relinquishmnt Act Lease Form
Revised, September 1997

OIL AND GAS LEASE
THIS AGREENENT s made a0 cncred ot tia 19_dy o 1998, betwesn the State of Texss, acting by and through its
agen KPW Revbcable Trust; MSW Rev : hle Trust
of
550 Bailey Ave., Suite 203, Fort Worth, Texas 76107 said ag=nt
(Give P ent Ad ) :
herein referred Lo as the owner of the soil (whether one or more), and éTg‘Y 36‘%‘30“ -
203 W, Wall., Suite 800 of
Midland, TX 79701
(Give Permanent Address)

hereinafter called Lesses.,

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

Block 59, Public School Land Survey

Section 43: Ail
Section 44: A1l
Section 45: b b

W“m“il"&' 1,920 acres, mere or less. The bonus consideration paid for this lease is as foilows:
. o0
S un" To the Statz of Texas: 91X Thousand One Hundred Eighty-seven and 50/100——————
& Dellars (S_6,187.50 )
L] L]
'. To the owner of the soil: 51X Thousand One Hundred Eighty-seven and 50/100-----—-
...uu. DO]]R:'S(S 6;187.50 ) N
'"'. A RN, IR M Twelve Thousand Three Hundred Seventy-five and NO/100

ULEr X Dollars(s___ 12 ,375,.00 )

Them;albgnusconsidmﬁcup:ﬁdrc*mlsa'bonusof b 2 e L o e e e e et st
saeses Dollars (S 50.00 ) perame,0n 247 . 5§  netacres.

ssesel TERM. Subject to the other provisions in this lease, this lease shall be for a term of Five (5) years from this dat=
(hersth called *primary term™) and as long thereafter as oil and gas, or either of them, is produced in paying quantities from said land.
As used in this lease, the term "produced in paying quantities® means that the receipts from the sale or other authorized commercial use of the substancs(s) coversd
exceed out of pocket operational expeases for the six menths last past.

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

Anniversary Date Delav Rental per Acre
First S 100
Second S 1.00
Third 516.67
Fourt 5 16.67
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) 4-_ PRODUCTION ROYALTIES. Upon production of oil and/or gas, Lessee agress 1o pay or cuuse to be paid one-half (1/2) of the royalty
provided for in this lease to the Commissioner of the General Land Office of the State of Texas, at Austin, Texas, and one-half (1/2) of such royalty to the owner of

the scil:

(A) OIL. Royalty payable oa oil, which is defined as including all hydrocarbens produced in a liquid form at the mouth of the well and also a5 3y
condensate, distillate, and other liquid hydrocarbons recovered from oil or gas run through a separater orother equipment, as hereinafter provided, shall be
3/16 part of the gross production or the market value thereof, at the option of the owner of the soil or the Cemmissioner of the

Ceneral Land Offics, such value o be determined by 1) the highest posted price, plus premium, if any, offered or paid for oil, condensate, distillate, or other liquid
hydrocarbons, respectively, of a like type and gravity in the general area where produced and whea nun, or 2) the bighest markzt price thereof offered or paid in the
general arsa whers produced and when run, or 3) the gross procseds of the sale thereof, whickever Is the greater, Lessee agress that before any gas produced Fom the
leased premises is sold, used or processed in a plant, it will be run frez of cost to the royalty owness through an adequate oil and gas separator of conventional T;pe. ez
other equipment at least as efficient, so that all liquid hydrocarbons recoverable from the gas by such means will be recovered. The requirczaeat that such 225 be nm
through a separator or other equipment may be waived in writing by the royalty owners upen such terms and conditions as they prescribe.

(B) NON PRCCESSED GAS. Royalty on any gas (including flared gas), which is defined as all hydrocarbons and gaseous substances not defined
as oil in subparagraph (A) above, producsd from any well on said land (except as provided herein with respect to gas processed in a plant for the extraction of
gascline, liquid hydrocarbons or other products) shall be 3/16 part of the gross 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 genenl area where produced and whea run, or the gross prics paid or offered to the producsr, whichever is the greater; provided that the maximum pressure base
in measuring the gas under this lease shall not at any time exceed 14.65 pounds per squars inch absolute, and the standard base temperaturs chall be sixty (60)
degrees Fahrenheit, correction to be made for pressurs aczording 0 Boyle's Law, and for specific gravity according to tests made by the Balance Method or by the

most approved method of testing eing 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 r=sidue gas and the liquid hydrocarbons extracted or the market value thereof, at the opticn of the
owner of the 50il or the Commissioner of the General Land Offics. All royalties due herein shall be based on one hundred percent (100%) of the total plant
prcduction of residue gas attributable to gas produced Som this lease, and on fifty percent (50%), or that percent accruing to Lesses, “whichever is the greater, of the
toral plant procucticn of liquid hydrocarbons anributable to the gas producsd fom this lease; provided that if liquid hydrocarbons are recoversd from 23s procsssed
in a plant in which Lesse= (or its parzat, subsidiary or affiliate) owns an interest, then the percentage applicable to liquid hydrocarbons shall be fifty perent (50%) or
the highest percent acsruing to a third party procsssing gas trcugh such piant under a procsssing agreement negotiazed at arm's length (or if there is no such third
party, the highest percent then being specified in processing agreements or contracts in the industry), whichever is the greater. The respective royalties on residue zas
and on liquid hydrcozr=ans shall be determined by 1) the highest market prics paid or uffered for any gas (or liquid hydrocartens) of comparable quality in the
general area, or 2) the 7 o35 prics paid or offered for such residue zas (or the weighted average gross selling price for the respective grades of liquid hydm-:é_rbons).
whithg¥¥ris 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
besPprbzssed.
. . I: . =

e* 4D) OTHER PRODUCTS. Royaity =a carbon black, sulphur or any other products producsd or manufacrursd Scm gas {excepting liquid hydrecdrzons)
whether said gas ¢ “casinghead,” *dry,” or any other gas, by fractionating, buming or any other precessing shall be - 3/16 partof the
gross pasduction of such products, or the market value thereof, at the cpticn of the owner of the soil cr the Commissicner of the Geaeral Land Office, such markst
vallg e determined as follows: 1) on the basis of the highest markst prices of each product for the same month in which such product is producsd, or 2) on the
basis of u:t average gross sale prics of each produc: for the same menth in which such products arc produced; whichever is the greater. i

aten

L ] .
e 3. MINIMUM ROYALTY. During any year after the =xpjration of the primary term of this lease, if this lease is maintained by production, the royalties
paid under this leass in no event shall be less than an amount equal to the total 2nnual delay reatal herein provided; otherwise, thers shail be due and payabie on or
befaredivoinst day of the month uccseding the anniversary date of this leass a sum cqual to the total annual rental less the amcunt of - vaities paid during the

. 2 4

precsting y.ear. H Parepraph3-oi-thir-leasedeesnetspesiiawelavreaialamount-thea for the purpeses of this paragraph, the delay rental amoeunt shall be one

dollu&.ﬂ}) Ferace.
L] .

6. ROYALTY IN KIND. Norwithstanding any other provisica in this lease, at any time or from time t time, the owner of the s0il or the Commissioner
of the General Land Office may, at the option of either, upon not less than sixty (60) days notics o the holder of the lease, require that the payment of any royalties
accruing to such royaity owner under this lease be mads in kind. The owner of the s0il's or the Commissioner of the General Land Office’s right to t2ks its royalty in
Xind shail not diminish or negate the owner of the soil's or the Commissioner of the General Land Cffice's rights or Lessee's obligations, whether express or implied,

undcer this lease,

7. NO DEDUCTIONS. Lesses agress that all royalties aceruing under this lease (including those paid in kind) shall be without deducticn for the cost of
producing, gathering, stering, separating, treating, dehydrating, compressing, procsssing, transperting, and otherwise making the oil, gas and other producs 5
herzunder ready for sale or use. Lesses agrees to compute and pay royaities 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 fyelused to '
process gas producsd herzunder in any procsssing plant. Norwithstanding any other provisicn of this lease, and subject to the written consent of the owner of the soil
and the Commissioner of the General Land Offics, Lzsse= may recvele gas for gas lift purposes on the leased premises or for injection inte any oil or gas producing
fermaticn underlying the leased premises ater the liquid hydrecarbons cantined in the gas have bezn removed; no royalties shall be jayable on the rzcycled gas
until it is produczd and sold or used by Lesscs in a manner which entitles the royalty owners 1o a royalty under this lzase.

9. ROCYALTY PAYMENTS AND REPORTS. All rovalties not tak=n in kind shall be paid to the Commissioner of the General Land Offics 2 Austin,

Texas, in the fcllowing manner:

Pavmeat of roy:lty on production of oil and gas shall be as previded in the rules set forth in the Texas Register. Rules currently provide that royalty on cil is juc
and r:ust be reczived in the General Land Offics on or before the 5th dav of the second menth stcsszding the month of produc:ion, and moyalty on 22§ is due 30
must be received in the General Land Offics on or befors the 15th day of the second month succesding the month of production, accompanied by the affidav
owner, manager or other autharized ageat, cempleted in the form and manner prescribed by the General Land Offics and showing the gross amount and dispos

all oil and gas produced and the market value of the oil and gas, together with a copy of all documests, records or reperts cenfirming the gross production, Sispest

itof the
iticn of
tion
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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,
of pools and gas lines or gas storage, and any other reports or records which the General Land Offics may require to verify the gross production, disposition and
market value. In all cases the authority of a manager or agent to act for the Lessee herein must be filed in the General Land Office. Each royalty payment shall pe
accompanied by a check stub, schedule, summary or other remittance advice showing by the assigned General Land Office lease number the amount of royalty being
paid on cach lease. If Lessce pays his royalty on or before thirty (30) days after the royalty paymeat was due, then Lessec owes a penalty of 5% on the royalty or
$25.00, whichever is greater. A royalty payment which is over thirty (30) days late shall accrue a penalty of 10% of the royalty due or $25.00 whichever is greater,
In addition to a penalty, royalties shall accrue interest at a rate of 12% per year; such interest will begin accruing when the royalty is sixty (60) days overdue.
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
effective on the date when the affidavits or supporting documents were due. The Lesses shall bear all responsibility for paying or causing royalties to be paid as
prescribed by the due date provided herein. Payment of the delinquency penalty shall in no way operate to prohibit the State's right of forfeiture as provided by law
nor act to postpone the date on which royalties were originally due. The above penalty provisions shall not apply in cases of title disputz as to the State’s portion of
the royalty or to that portioh of the royalty in dispute as to fair market value. " .

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

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

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

Qffice. y
e a9 X, e s

o' %% d]. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, during the primary term hereof and prior to discovery and production
of 0il*@ ga8 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 frotn 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 ffrom
dan:. efgompletion of said dry hole or cessation of production Lessee commences additional drilling or reworking operations thereon, or pays or tenders thenext .
annualededay 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, adry holebe ™ - i
completed and abandoned, or the production of oil or gas should cease for any cause, Lessee's rights shall remain in full force and effect without further op-emiogg S
untif Ye’piration of the primary term; and if Lessee has not resumed production in paying quantities at the expiration of the primary term, Lessee may maintain this *
lease by conducting additional drilling or reworking operations pursuant to Paragraph 13, using the expiration of the primary term as the date of cessation of
production gnder 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
prin?4 4 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 gf 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
termfigme.® Pf at the expiration of the primary term or any time thereafter a shut-in oil or gas well is located on the leased premises, payments may be made in
accordance with the shut-in provisions hereof.

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

13. CESSATION, DRILLING, AND REWORKING. If, after the expiration of the primary term, production of oil or gas from the leased premises, after
once obtained, should cease from any cause, this 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
efTect for so long as oil or gas is produced from the leased premises in paying quantities or payment of shut-in oil or gas well royalties or payment of 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 Lesses continues drilling or reworking operations in good faith and in a workmanlike manner without interruptions totaling morc
than sixry (60) days. Lessee shall give written notice 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 havil'l_E
jurisdiction over the preduction of oil and gas. If, at any time after the expiration of the primary term of a lease that, until being shut in, was being maintained in
force and effect, a well capable of producing oil or gas in paying quantities is located on the leased premises, but oil or gas is not being produced for lack of suitable
production facilities or lack of a suitable market, then Lessee may pay as a shut-in oil or gas royalty an amount equal to double the annual rental provided in the

lease, but not less than $1,200 a year for each well capable of producing oil or gas in paying quantities. = -
#rvoemestiven for the purposes of this paragraph, the delay reatal amount shall be one dollar ($1.00) per acre. To be effective, cach initial shut-in oil or gas royalty
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must be paid on or before: (1) the expiration of the primary term, (2) 60 days after the Lessee ceases to produce oil or gas from the leased premises, or (3) 60 days

after Lessee completes a drilling or reworking operation in accordance with the lease provisions; whichever date is latest. Such payment shall be made 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 lcase shall be considered to be -
a producing lease and the payment shall extend the term of the lease for a period of one year from the end of the primary term. or from the first day of the month
following the month in which production ceased, and, after that, if no suitable production facilities or suitable market for the oil or gas exists, Lessee may extend the
lease for four more successive periods of one (1) year by paying the same amount each year on or before the expiration of cach shut-in year.

15. 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 leased premises and completed in the same producing reservoir, or in any
case in which drainage ig occurring, the right to continue to maintain the lease by paying the shut-in oil or gas royaity shall cease, but the lease shall remx.ineﬂ'nu:ive-
for the remainder of the year for which the royalty has been paid. The Lesses may maintain the lease for four more successive years by Lessee paying compensatory
royalty at the royalty rate provided in the lease of the market value of production from the well causing the drainage or which is completed in the same producing
reservoir and within one thousand (1,000) feet of the leased premises. The compensatory royalty is to be paid monthly, one-half (1/2) to the Commissioner of the
General Land Office and one-half (1/2) to the owner of the soil, beginning on or before the last day of the month following the month in which the oil or gas is
produced from the well causing the drainage or that is completed in the same producing reservoir and located within one thousand (1,000) feet of the leased premises.
If the compensatory royalty paid in amy 12-month period is in an amount less than the annual shut-in oil or gas royalty, Lessee shall pay an amount equal to the ;
difference within thirty (30) days from the end of the 12-month period. 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 thereon.

(A) VERTICAL. In the event this lease is in force and effect two (2) years after the exriration date of the primary or extended term it shall then terminate
as 10 all of the leased premises, EXCEPT (1) 40 acres surrounding cach 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 hercof), or a well upon which Lessee is then engaged in
continuous drilling or reworking operations, or (2) the number of acres included in a producing pocled unit pursuant to Texas Natural Resources Code 52.151-
52.153, or (3) such greater or lesser number of acres as may then be allocated for production purposes to a proration unit for each such producing well under the rules
and regulations of the Railroad Commission of Texas, or any successor agency, or other governmental authority having jurisdiction. If at any time after the effective
date of the partial termination provisions hereof, the applicable ficld rules are changed or the well or wells located thereon are reclassified so that less acreage is
thereafter allocated to said well or wells for production purposes, this lease shall thereupon terminate as to all acreage not thereafter allocated to said well or wells for
prodycggn purposes. Notwithstanding the termination of this lease as 1o a portion of the lands covered hereby, Lesses shall neventheless continue to have the right of
ing?es8 1q, 2nd egress from the lands still subject to this lease for all purposes described in Paragraph 1 hereof, together with casements and rights-of-way for existing
mad;..q&'w.ing pipelines and other existing facilities on, over and across all the lands described in Paragraph 1 hereof (“the retained lands™), for access to and fmT the

reti::e.élaqu and for the gathering or transportation of oil, gas and other minerals preduced from the retained lands. )

- (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
terrgih32 s to all depths below 100 feet below the total depth drilled (hereinafter "decper depths™) in each well located on acreage retained in Paragraph 16 (A)
abov&,* 8fless on or before two (2) years after the primary or exteaded term Lessee pays an amount equal (o one-half (1/2) of the bonus originally paidas v 7
congiggratidn for this lease (as specified on page | hereof). If such amount is paid, this lease shall be in force and effect as to such deeper depths, and said
termifationshall be delayed for an additional period of two (2) years and so long thereafter as oil or gas is produced in paying quantities from such deeper depths
covered by this lease. ]

.

o .(.C) IDENTIFICATION AND FILING. The surface acreage retained hereunder as to each well shall, as nearly as practical, be in the form of a square with
the well located in the center thereof, or such other shape as may be approved by the Commissioner of the General Land Offics. Within thirty (30) days after partial
termirdalion 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. 1f Lesses fails or refuses to execute and record such release or relcases within ninety (90)
days after being requested to do so by the General Land Office, then the Commissioner at his sole discretion may designate by written instrument the acreage and/or
depths to be released hereunder and record such instrument at Lessee's expense in the county or counties where the lease is located and in the official records of the

General Land Office and such designation shall be binding upon 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 fect of the leased premises start producing
in commercial quantities and shall prosecute such drilling with diligence. Failure to satisfy the statutory offset obligation may subject this lease and the owner of the
soil's agency rights to forfeiture. Only upon the determination of the Commissioner of the General Land Office and with his written approval may the payment of
compensatory royalty under applicable starutory parameters satisfy the obligation to drill an offset well or wells required under this paragraph.

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

rental and royalties due the owner of the soil.

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soil owns less than the entire undivided surface estate in the above
described land, whether or not Lessee's interest is specified herein, then the royalties and rental herein provided to be paid to the owner of the soil shall be paid to him
** I the proportion which his interest bears to the entire undivided surface estate and the royalties and rental herein provided to be paid to the Commissioner of the
General Land Office of the State of Texas shall be likewise proportionately reduced. However, before Lessee adjusts the royalty or rental due to the Commissioner of
the General Land Office, Lessee or his authorized representative must submit to the Commissioner of the General Land Offics a written statement which explains the
discrepancy between the iterest purportedly leased under this lease and the acrual interest owned by the owner of the soil. The Commissioner of the General Land
Office shall be paid the value of the whole production allocable to any undivided interest not covered by a lease, less the proportionate development and production
cost allocable o such undivided interest. However, in no event shall the Commissioner of the General Land Office reczive as a royalty on the gross production
allocable to the undivided interest not leased an amount less than the value of one-sixtcenth (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 deseribed 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, however, Lessee shall not use potable water or water suitable for livestock or irrigation purposes for waterflood operations

without the prior consent of the owner of the soil.

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

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

24. WELL LOCATION LIMIT. No well shall be drilled nearer than two hundred (200) feet to any house or bamn now on said premises without the
written consent of the owner of the soil. .
L1

e ee25. POLLUTION. In developing this area, Lessee shall use the highest degree of care and all proper safeguards to prevent pollution. Without limiting the
forégptng, Bollution of coastal wetlands, natural waterways, rivers and impounded water shall be prevented by the use of containment facilities sufficient to prevent
spillage, seepage or ground water contamination. In the event of pollution, Lessee shall use all means at jts disposal to recapture all escaped hydrocarbons or other
pollutant afjd shall be responsibie for all damage to public and private properties. Lessee shall build and maintain fences around its slush, sump, and drainage pits
and tank batteries 50 as to protect livestock against loss, damage or injury; and upon completion or abandonment of any well or wells, Lessee shall fill and level all
slush pits and cellars and completely clean up the drilling site of all rubbish thereon. Lessee shall, while conducting operations on the leased premises, keep said Y
prerais&s 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 ¥
conditidh !.r:d contours as is practicable. Tanks and equipment will be kept painted and presentable. 3¢

*  26. REMOVAL OF EQUIPMENT. Subject to limitations in this paragraph, Lessee shall have the right to remove machinery and fixtures placed by
Lessez ®n the leased premises, including the right to draw and remove casing, within one huidred twenty (120) days after the expiration or the termination of this
leasg unlessahe 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, Lesses may not draw and remove casing until after thirty (30) days written notice to the Commissioner of the General
Land Officesand 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
undet 48t mms of this paragraph.

27. (A) ASSIGNMENTS. Under the conditions contained in this paragraph and Paragraph 29 of this lease, the rights and estates of cither party to this
lease may be assigned, in whole or in part, and the provisions of this lease shall extend to and be binding upon their heirs, devisees, legal representatives, successors
and assigns. However, a change or division in ownership of the land, rentals, or royalties will not enlarge the obligations of Lessee, diminish the rights, privileges
and estates of Lessee, impair the effectiveness of any payment made by Lessee or impair the effectiveness of any act performed by Lessee. And no change or
division in ownership of the land, rentals, or royalties shall bind Lessee for any purpose until thirty (30) days after the owner of the soil (or his heirs, devisezs, 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
certified copy of such original) when the ownership changed because of a conveyance. A total or partial assignment of this lease shall, to the extent of the interest
assigned, relieve and discharge Lessee of all subsequent obligations under this lease. If this lease is assigned in its entirety as to only part of the acreage, the right and
option to pay rentals shall be apportioned as between the several owners ratably, according to the area of each, and failure by one or more of them to pay his share of
the rental shall not affect this lease on the part of the land upon which pro rata rentals arc timely paid or tendered; however, if the assignor or assignee does not filea
certified copy of such assignment in the General Land Office before the next rental paying date, the entire lease shall terminate for failure to pay the entire rental due
under Paragraph 3. Every assignee shall succzed 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 Stats 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 past by
assignment without the prior written approval of the Commissioner of the General Land Office, this lease is void as of the time of assignment and the agency power

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

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

(3) a partership in which the owner of the soil is a partner or is an employee of such 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; '
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(6) a fiduciary 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) afamily member of the owner of the soil or related to the owner of the soil by marriage, blood, or adoption.

28. RELEASES, Under the conditions contained in this paragraph and Paragraph 29, Lessee may at any 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 properly surrendered, the delay rental due under this lease shall be reduced
by the proportion that the surrendered acreage bears to the acreage which was covered by this lease immediately prior to such surrender; however, such release will
not relieve Lessee of any liabilitics which may have accrued under this lease prior to the surrender of such acreage. .

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

30. DISCLOSURE CLAUSE. All provisions pertaining to the 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 dirties of the parties. Any collateral agreements conceming the
development of oil and gas from the leased premises which are not contained in this lease render this lease invalid.

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

interests.

32. FORFEITURE. If Lessee shall fail or refuse to make the payment of any sum within thirty days after it becomes due, or if Lessee or an authorized
agent should knowingly make any false return or false report conceming production or drilling, or if Lessee shall fail or refuse to drill any offset well or wells in good
faith as required by law and the rules and regulations adopted by the Commissioner of the General Land Office, or if Lessee should fail 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
Lessec should refuse the proper authority access to the records pertaining to operations, or if Lesses or an authorized agent should knowingly fail or refuse to give
correct information to the proper authority, or knowingly fail or refuse to furnish the General Land Office a correct log of any well, or if Lessee shall knowingly
violate any of the material provisions of this lease, or if this lease is assigned and the assignment is not filed in the General Land Office as required by law, the rights
acquired under this lease shall be subject to forfeiture by the Commissioner, and he shall forfeit same when sufficiently informed of the facts which authorize a
forfeiture, and when forfeited the arca shall again be subject to lease under the terms of the Relinquishment Act. However, nothing herein shall be construed as
waiving the automatic termination of this lease by operation of law or by reason of any special limitation arising hereunder. Forfeitures may be set aside and this
lease and all rights thereunder reinstated before the rights of another intervene upon satisfactory evidence to the Commissioner of the General Land Office of furure
compliages with the provisions of the law and of this lease and the rules and regulations that may be adopted relative hereto.

L L]

. ee

eeeo33- 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 thiﬂasgm secure payment of all unpaid royalty and other sums of money that may become due under this lease. By acceptance of this lease, Lessee grants the
State, n addition to the lien provided by Texas Natural Resources Code 52.136 and any other 2pplicable statutory lien, an express contractual lien on and security
interest in all leased minerals in and extracted from the leased premises, all proceeds which may accrue to Lessee from the sale of such leased minerals, whether such
procgddstmheld 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 |1822d mincrals in order to securc the paymeant of all royalties or other amounts duc or to become due under this lease and to secure payment of any damages or
loss that Lasdor 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
forecl®ed With 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
Commissioner may require Lessee to execute and record such instruments as may be reasonably necessary to acknowledge, attach or perfect this lien. Lesses hereby
repregents it thers are no prior or superior liens arising from and relating to Lesses's activities upon the above-described property or from Lessec's acquisition of
this lesse. SRould the Commissioner at any time determine that this representation is not true, then the Commissioner may declare this lease forfeited as provided

herein. .
LI LR
. .
34, POOLING. Lessee is hercby granted the right to pool or unitize the royalty interest of the owner of the soil under this lease with any other leaschold

or 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 53.152.

35. INDEMNITY. Lessee hereby releases and discharges the State of Texas aEd the owner of the soil, their officers, employees, partners, agents,
contractors, subcontractors, guests, invitees, and their respective successors and assigns, of and from all and any actions and causes of action of every nature, or other
harm, including environmental harm, for which recovery of damages is sought, including, but not limited to, all losses and expenses which are caused by the
activities of Lessee, its officers, employces, and agents arising out of, incidental to, or resulting from, the operations of or for Lesses on the leased premises
hereunder, or that may arisc out of or be occasioned by Lessce'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, employess and agents, their successors or assigns, against any and all claims, liabilities, losses, damages, actions, personal injury (including death),
costs and expenses, or other harm for which recovery of damages is sought, under any theory including tort, contract, or strict liability, including artomeys’ 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 Lessee’s activities on the leased premises; those arising from
Lessee's use of the surfacs of the leased premises; and those that may arise out of or be cccasioned 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, employces, parmers, agents, contractors, subcontractors, guests, invitees, and their respective
successors and assigns. Each assignee of this Agreement, or an interest therein, agrees to be liable for, exonerate, indemnify, defend and hold harmless the State of
Texas and the owner of the soil, their officers, employees. and agents in the same manner provided above in connection with the activities of Lesses, 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. Lesses shall use the highest degree of care and all reasonable safeguards to prevent contamination or pollution of
any environmental medium, including soil, surface waters, groundwater, sediments, and surface or subsurface strata, ambient air or any other eavironmental medinm -
in, on, or under, the lcased 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. Scctions 9601, et seq.), or toxic
substances under any federal, state, or local law or regulation (“Hazardous Materials™), except ordinary products commonly used in connecticn with oil and gas
exploration and development operations and stored in the usual manner and quantities. LESSEE'S VIOLATION OF THE FOREGOING PROHIBITION
SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND LESSEE SHALL INDEMINIFY, 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 REASCNABLE ATTORNEYS’ FEES AND COURT COSTS) CAUSED BY OR ARISING OUT OF ma
YIOLATION OF THE §SOREGOING PROHIBITION OR (I) THE PRESENCE, RELEASE, OR DISPOSAL OF ANY HAZARDOUS MATERIALS ON,
UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OR CONTROL OF THE LEASED PREMISES. LESSEE SHALL
CLEAN UP, REMOVE, REMEDY AND REPAIR ANY SOIL OR GROUND WATER CONTAMINATION AND DAMAGE CAUSED BY THE
PRESENCE OR RELEASE OF ANY HAZARDCUS 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, commeonly known as the
Relinquishment Act, and other applicable statutes and amendments theretg, and if any provision in this lease does not conform to these stanutes, the statutes will
prevail over any nonconforming lease provisions. g

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. Once the filing requirements found in Paragraph 39 of this lease have been satisfied, the cffective datz 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 thersof must be filed in the General Land Offics. This lease is not
effective until a centified copy of this lease (which is made and czntified by the County Clerk from his records) is filed in the General Land Offics in accordance with
Texas Natural Resources Code 52.133. Additionally, this lease shall not be binding upen the Stats unless it recites the actual and true consideration paid or promised
for gxgpption of this lease. The bonus due the Statz and the prescribed filing fes shall accompany such certified copy to the General Land Office. .

+ '8ee Exhibit "A" attached Zor additional lease provisions.
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& LESSEE '/
.::::. BY: Clay Johnson
.....: m:
L .
. DATE:
.....E :‘ PR .
STATE OF TEXAS STATE OF TEXAS

V. Rl nin) BY:
Individually an r the State of Texas jorie L. Hanna, Individually and.
Trustee 731\{[}1 Revocable P'lara ery Tax M

Date:

.4 s 7=

STAW STATE OF TEXAS
/ BY: / %{& BY:
Individually

Indivfdually and as agent for the State of Texas  Michael S. Waltrip, and
Trustee :—ile MSW Revocable Trust Tax

Date: (‘f‘g 3-';:9 Date:

’/Byz / ;
K Waltrip, Trusteg of the
KPW Revocable Trust

T -2t -5 g Tax 08 49%4-92-1974

Date:
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STATE OF dhai s (EORPORATION ACKNOWLEDGMENT)
conryor__ [YlidU o . %A

BEFORE ME, the undersigned autherity, on this day personally appeared Q(\)m\ JE o
known to me to be the person whose name is subscribed 1o the foregeing insremont w5-- ) U = e

—nd acknowledged to me that he executed the same ;
and dezd of said corporation.

for the purposes and consideration therein expressed, in the capacity stated, znd as the
U

Given under my hand and seal of office this mc__Qi_dﬂ of

W"M
$ .sw'u ‘5 MARLOWE
Nt 4RY PUBLIC-

A’ Notary Public in and for W
1 k./” «(2 of Texas

FANNNNNS

STATE OF TEXAS »,,., Teh n Exp. 10-30-99 (CORXERXFION ACKNOWLEDGMENT)
w P e -
countyor_ ( AILRANVT®
Marger
BEFORE ME, the undersigned authority, on this day perscnally appeared I,. Hanna
known to me to be the person whose name is subscribed to the foregoing instrument, as Trustee ] of
MIH Revocable Trust __and acknowledged to me that he executed the same

for the purposes and consideration therein expressed, in the upaciry statzd, and as the act and de=d of said m trust.

Given un 75d seal of office this the Qg day of 6 € P 7'0’}’)55 4 19%
. KIMBERLY K. HOWARD Pt r/deaLp, 45 Hovoa!

NOTARY PUBLIC
State of Texas Notary Publicin and for 5[/4’7? OF Tﬂ(ﬁ' [ g4

Comm. Exp. 05-01-2002

. o8
. ® .
STA.TE:QF TEXAS (INDIVIDUAL ACKNOWLEDGMENT)
comryor__ |ARRANT
.
eee*Before me, the undersigned authority, oa this d all ared Michael S. Waltrip, Trustee of the
.....g = ellénc authority, oa this day personally appe ’ 8

known to ml: to be the persons whose names are subscribed to the foregoing instrument, and aciknowledged to me that they exccuted the same for the purposes and
considerition therein expressed.

° Given 2 #e day of @CWQV)BiQ 19 94/
-l 1 4 KIMBERLY K. HOWARD %MJW@:‘( lg a /

o i .& NOTARY PUBLIC
i -Sal P % ‘3 State of Texas .
: OF 1 Notary Pubhcmand for ZZHZE QE [ f x&é

Comm. Exp. 05-01-2002

STATE OF TEXAS (INDIVIDUAL ACKNOWLEDGMENT)

COUNTY OF TA"R RANT

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

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.

+H
Given under my hand and seal of office this the /Q(-f day of QEW{M&EQ l;/ ? g

KIMBERLY K. HOWARD
Moy puticnsndto_OTATE_ OF TEXAS

NOTARY PUBLIC
State of Texas
Comm. Exp. 05-01-2002
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“EXHIBIT A”

— Attached to and made a part of Oil and Gas Lease
dated August 19, 1998 by and between KPW Revocable Trust;
MSW Revocable Trust; and MLH Revocable Trust,
LY as the 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 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
* #f leased premises.

7. ':No?withstanding any other provisions of this lease to the contrary, it is expressly understood and agreed that Lessee will not
« RQllute any water aquifers or fresh water in, upon or under the leased premises, and Lessee agrees to notify the owner of the soil
* «dnalriting if fresh water is encountered during drilling, or if a fresh water formation is penetrated. ¥
L
g :.I:gs:.;ee further agrees to maintain all drill sites and other portions of.the surface used or occupied by Lessee, its successors or
‘assigns, free and clear of weeds and noxious vegetation and will maintain the same in a reasonable manner to prevent additional
» s damyage to the owner of the soil’s other land and crops.

L]
9.22tdh written demand by the owner of the soil, Lessee shall build and maintain fences around its slush, sump and drainage pits

10.

11.

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

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

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

CERTIFIED TRUE AND CORRECT COPY CERTIFICATE

STATE OF TEXAS FILE NO. - 20T
The above and foregoing :sﬁ;{ﬂlldﬁue and corre!l pnu!ograpnlc copy of the
original record now in my lawful custoﬁy and possessmn as the same is

-,.0: X .’v.-c; &‘v OED IN
: ORD
True and Correct PUBLIC RECORDS ) /5 98
| copy of 7% DIANNE O. F uuwcunx
§ REBVE!
| filed In !
Qrigina /5" UL A

Reeves County
Clerks Office

Virginia Palomino dePUTY
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General Land Office
Relinquishmnt Act Lease Form
Revised, September 1997

OIL AND GAS LEASE

o this 19 __day of, August. 1998 , between the State of Texas, acting by and through jts
agent,_Windi Ph§1lips 1983 Trust, Fhfllp . Boschetti and John I.. Marion ‘
Co-Trustees of g o

801 Cherry Street, Suite 1500, Fort Worth, Texas 76102-6869 saidages
~ = -
Give e Yohnson
203

herein referred to as the owner of the soil (whether one or more), and -
W, Wall, Suite 800 of

Midland, TX 79701

(Give Permanent Address)
hereinafter called Lessee,
1. GRANTING CLAUSE. For and in consideration of the amounts statzd below and of the covenants and agreements to be paid, kept and performed by

Lessee under this lease, the State of Texas acting by and through the owner of the soil, hereby grants, leases and lets unto Lessee, for the sole and only purposz of
prospecting and drilling for and producing oil and gas, laying pipe lines, building tanks, storing oil and building power staticns, t=lephone lines and other suctures

thereon, to produce, save, take care of, treat and transport said preducts of the lease, the following lands sitated in Reeves Counry, State
of Texas, to-wit: .
Block 59, Public School Land Survey
Section 43: All
Section 44: All
: Section 45: All
containing___ 1,920 acres, mcre or less. The bonus consideration paid for this lease is as follows:

To the Stats of Texas:_ Three Thousand Five Hundred and No/100—-————c—eeeeeeee———
Dcllars (3 3.500.00 )

':i:' To the ownerof the seil:___Three Thonsand Five Hundred and Na/100-=—c=ceeeeeooo

o Dollars (3, 3,500.00 )
. . o
il Total bonus consideration:____Seven Thousand and No/100—————— — — — — — — e =
i Dollars (S___7,000.00Q )
- ° .
The 28arbenus consideration paid represents a bonus of, Fifty and No/100————————————oo
ik Dellars (S 50.00 ) peracre,on 140 netacres.
. . . . -
e Z TERM. Subject to the other provisions in this lease, this lease shall be for a term of Five (5) years from this datz

(he:;:in.?pgd "primary term®) and as long therzafler as oil and gas, or cither of them, is produced ia 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 authorized ccmmercial use of the substancs(s) coversd

cxc:ed.o.us 8f pocket operational expenses for the six menths last past
.e
L]

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

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

Anniversarv Date Delav Rental per Acre
First S 1.00
Second S 1.00
Third $16.67
Fourth $16.67
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_ 4._ PRODUCTION ROYALTIES. Upon production of oil and/or gas, Lessee agr:.:s 1o pay or cause to be paid one-half (1/2) of the royalty
provided for in this lease to the Commissioner of the General Land Officz 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 a1
condensate, distillats, and other liquid hydrocarbons recovered from oil or gas run through a separator or other equipment, as hereinafter provided, shall be -
3/16 part of the gross production or the market value thereof, at the option of the owner of the soil or the Commissioner of the

General Land Office, such value o be determined by 1) the highest posted price, plus premium, if any, offered or paid for oil, condensate, distillate, o other liquid
hydrocarbons, respectively, of a like type and gravity in the general area where producsd and whea nm, or 2) the highest markzt price thereof offered or Paid in the
genaral area where pmcﬁc.:d and when run, or 2) the gross procssds of the sale thereof, whichever is the greater. Lessee agrees that before any gas producseq Fom the
leased premises is sold, used or processed in a plant, it will be run fres of cost to the royalty owners through an adequate oil and gas separator of conventional type, or
other equipment at least as efficient, so that all liquid hydrocarbons recoverable from the gas by such means will be recoversd. The requirement that such Zasbe nun
through a separator or other equipment may be waived in writing by the royalty owners upen such terms and conditions as they prescribe.

(B) NON PROCESSED GAS. Royalty on any gas (including flared gas), which is defined as all hydrocarbons and gaseous substances not defined
as oii.in subparagraph (A) above, producsd from any well on said land (except as provided herein with respect to gas processed in a plant for the extraction of
gasoline, liquid hydrocarbens or other products) shall be 3/16 part of the gross producticn or the market value thereof, at the option of the

owner of the soil or the Commissioner of the General Land Offic=, 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 pressurs bace
in measuring the gas under this lease shall not at any time exceed 14.65 pounds per square inch absolutz, and the standard base temperature shall be sixty (60)
degrees Fahrenheit, correction to be made for pressure aczording o Boyle's Law, and for specific gravity according to tests made by the Balancs Method or by the

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

((®] PROCESSED GAS. Royalty on any gas processed in a gasoline plant or other plant for the recovery of gasoline or other liquid hydrocarbons
shall be 3/16 part of the r=sidue gas and the liquid hydrocarbons extracted or the market value thereof, at the option of the
ownmer of the soil or the Commissicner of the General Land Offic=. All royalties due herein shall be based on one hundred percent (100%) of the total plant
prcduction of residue gas anributable to gas producsd from this lease, and on fifty percent (50%), or that percent accruing to Lessee, “whichever is the greater, of the
total plant procuction of liquid hydrecarbens anributable to the gas producsd Som this lease; provided that if liquid hydrocarbons are recoversd from 23s processed
in a plant in which Lesses (orits parent, subsidiary or affiliate) owns an interesy, then the percentage applicable to liquid hydrocearbons shall be fifty persent (50%) or
the highest percent accruing to a third party procassing gas through such piant under a processing agreement negotiazzd at arm’s length (er if there is no such third
party, the highest percant then being specified in processing agresments or contracts in the industry), whichever is the greater. The respestive royalties on residue zas
and on liquid hydrccar~ans shall be determined by 1) the highest marks? prics paid or uffered for any gas (or liquid hydrocarbons) of comparable quality inthe
general area, or 2) the zcss prics paid or offzred for such residue gas (or the weighted average gross selling price for the respective grades of liquid hydroca}bons),
:hich:vcr is the greater. In no event, however, shall the royalties payabie under this paragraph be less than the royalties which would have beea due had the gas aot

cen processed.

. *e

whtyersaid 8as ¢ “casinghead,” *dry,” or any other gas, by fractionating, bumning or any ouher procsssing shall be

55 Poduction of such products, or the market value thereof, at the opticn of the owner of the soil cr the Commissioner of the General Land Office, such markst
velue®o §c determined as follows: 1) on the basis of the highest markst prics of each product for the same month in which such product is produczd, or 2) on the

»
[

ba.s‘:s.of the average gross sale price of each product for the same mcenth in which such products are produced; whichever is the greater. {

(D) OTHER PRODUCTS. Royaltr >n carbon black, sulphur or any other products producsd or manufactursd Scm gas {c;c:ptir.g liquid hydrocdrtons)
o i I 5 partof the

"

W Y. MINIMUM ROYALTY. During any year after m;_:;pijnl,inn of the primary term of this lease, if this lease is maintained by production, the royalties
paid 8 der this lease in no event shall be less than an amount equal to the total annual deldy reatal herein provided; otherwise, there shzil be due and payabie on or

bctq:&ha!lasl day of the month succseding the anniversary datz of this lease a sum equal to the total annual rental less the amount of revaltes paid during the

prt:'.‘-‘.ding.yenr. - Paragraph-3-ef this-fease decs notspecif-a-delayrental-ameuntthem for the purpcses of this paragraph, the delay rental amount shall be one

dollar®(51.00) per acre.
-

aes
e ROYALTY IN XIND. Notwithstanding any other provisicn in this lease, at any time or Som time to time, the owner of the soil or the Commissioner
of thf; 9.=g¢al Land Office may, at the opticn of cither, upcn not less than sixty (60) days notics to the holder of the lease, require that the payment of any roy:dtic-'-_

ac:.’mng to*such royalty owner under this lease be made in kind. The owner of the 50il's or the Commissioner of the General Land Office’s right to taks its royalty in
kind shall not diminish or negate the owner of the soil's or the Commissioner of the General Land Gffice'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 without deducticn for the cost of
producing, gathering, storing, separating, treating, dehydratng, compressing, procsssing, transperting, and otherwise making the oil, gas and other producs g
herzunder ready for sale or use. Lesses agress to compute and pay royalties on the gross value reczived, including any reimbursements for severancs taxes and
production related costs.

8. PLANT FUEL AND RECYCLED GAS. No royalty shail be payable on any gas as may represent this lease's proportionats share of any fusl used to
process gas producsd hersunder in any proc=ssing plant. Notwithsianding any other pravisicn of this lease, and subject to the written consent of the ownes of th soil
and the Commissioner of the General Land Office, Lesses may recycle gas for gas lift purposes on the leased premises or for injection into any oil or gas producing
formaticn underlying the leased premises ater the liquid hydrecarbons contzined in the gas have bezn removed; no royalties shall be payable on the recycled 2as
until it is produczd and sold or used by Lesscs in a manner which entitles the royalty owners to a royalty under this lzase.

9. ROYALTY PAYMENTS AND REPORTS. All royalties not taken in kind shall be paid to the Commissioner of the General Land Office 3t Austin,
Texas, in the following manner:

Pavment of royalty on production of oil and gas shall be as provided ir the rules set forth in the Texas Register. Rules currently provide that royalty on cil is cue
and :ust be rzcsived in the General Land Offics on cr befors the Sth day of the second month succezsding the month of production, and royalty on gas is du:_:md
must be received in the General Land Offics on or befors the 15th day of the second month succeading the month of preduction, accompanied by the afﬁ':_f-'-"’“ _"_r ¢
owrer, manager or other authorized agent, cempleted in the form and manner prescribed by the General Land Offics and showing the gross amount and dﬁ?ioss"l::::‘::"
pesiticn

all cil and gas produced and the market value of the oil and gas, tcgether with a copy of all documents, records or reports confirming the gross production, d

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

or pools and gas lines or gas storage, and any other reports or records which the General Land Office may require to verify the gross production, disposition and
market value. In all cases the authority of a manager or agent to act for the Lessee herein must be filed in the General Land Office. Each royalty payment shal] pe
accompanied by a check stub, schedule, summary or other remittance advice showing by the assigned General Land Office lease number the amount of royalty being
paid on each lease. If Lessce pays his royalty on or before thirty (30) days afier the royalty paymeat was due, then Lessee owes a penalty of 5% on the ro or
525.00, whichever is greater. A royalty payment which is over thirty (30) days late shall accrue a penalty of 10% of the royalty due or $25.00 whichever is greater.
In addition to a penalty, royaltics shall accrue interest at a rate of 12% per ycar; such interest will begin accruing when the royalty is sixty (60) days overdue.
Affidavits and supporting documents which are not filed when due shall incur a penalty in an amount set by the General Land Office administrative rule which is
effective on the date when the affidavits or supporting documents were due. The Lessee shall bear all responsibility for paying or causing royaltics to be paid as
prescribed by the due datz provided herein. Payment of the delinquency penalty shall in no way operate to prohibit the State’s right of forfeiture as provided by law
nor act to postpone the date on which royalties were originally due. The above penalty provisions shall not apply in cases of title dispute as to the State's portion of
the royalty or o that portidn of the royalty in dispute as to fair market value. ) :

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

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

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

Land Office.

11. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, during the primary term hereof and prior to discovery and production
o('.:ﬁLafaas on said land, Lessee should drill a dry hole or holes thereon, or if during the primary term hereof and after the discovery and actual production of oil pr
gaserot 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
dar_a sfoompletion of said dry hole or cessation of production Lessee commences additional drilling or reworking operations thereon, or pays or tenders the next |,
annwal defay 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
compicicd and abandoned, or the production of oil or gas should cease for any cause, Lesses's rights shall remain in full force and effect without further operations
untibte expiration of the primary term; and if Lessce has not resumed production in paying quantities at the expiration of the primary term, Lesses may maintain this
leals, by sonducting additional drilling or reworking operations pursuant to Paragraph 13, using the expiration of the primary term as the date of cessation of }
productiomunder Paragraph 13. Should the first well or any subsequent weil drilled on the above described land be completed as a shut-in oil or gas well within the
priti§24m hereof, Lessce may resume payment of the annual reatal in the same manner as provided hercin on or before the rental paying date following the
expiragjon 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. ]f 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
accordat®with the shut-in provisions hereof

seee oiz_ DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. If, at the expiration of the primary term, neither oil nor gas is being
produted 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 zas well royaltics or compensatory royalties is made as provided in this lease.

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

14. SHUT-IN ROYALTIES. For purposes of this paragraph, "well" means any well that has been assigned a well number by the state agency having
jurisdiction over the production of oil and gas. If, at any time after the expiration of the primary term of a lease that, until being shut in, was being maintained in
force and effect, a well capable of producing oil or gas in paying quantities is located on the leased premises, but oil or gas is not being produced for lack c_pfsuuable
production facilities or lack of a suitable market, then Lessee may pay as a shut-in oil or gas royalty an amount equal to double the annual rental provided in the
lease, but not less than $1,200 a year for each well capable of producing oil or gas in paying quantities. T f
armewni—then (o the purposes of this paragraph, the delay reatal amount shall be one dollar (S1.00) per acre. To be effective, each initial shut-in cil 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 lcase and the payment shall extend the term of the lease for a period of one year from the end of the primary term, or from the first day of the month
following the month in which production ceased, and, after that, if no suitable production facilities or suitable market for the oil or gas exists, Lessee may extend the
lease for four more successive periods of one (1) year by paying the same amount each year on or before the expiration of each shut-in year.

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

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

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

(A) VERTICAL. In the event this lease is in force and effect two (2) years after the exriration date of the primary or extended term it shall then terminate
as to all of the leased premises, EXCEPT (1) 40 acres surrounding each oil well capable of producing in paying quantities and 320 acres surrounding each gas well
capable of producing in paying quantities (including a shut-in il or gas well as provided in Paragraph 14 hereof), or a weil upon which Lessee is then engaged in
continuous drilling or reworking operations, or (2) the number of acres included in a producing pooled umit pursuant to Texas Natural Resources Code :52.151-
52.153, or (3) such greater or lesser number of acres as may then be allocated for production purposes to a proration unit for each such producing well under the rules
and regulations of the Railroad Commission of Texas, or any successor agency, or other governmental authority having jurisdiction. If at any time after the effective
date of the partial termination provisions hereof, the applicable ficld rules are changed or the well or wells located thereon are reclassified so that less acreage is
thereafier allocated to said well or wells for production purposes, this lease shall thereupon terminate as to all acreage not thereafter allocated to said well or wells for
production purposes. Notwithstanding the termination of this lease as w0 a portion of the lands covered hereby, Lessee shall nevertheless continue to have the right of
ingress to and egress from the lands still subject to this lease for all purposes described in Paragraph 1 hereof, together with casements and rights-of-way for existing
roads, existing pipelines and other existing facilities on, over and across all the lands described in Paragraph 1 hereof ("the retained lands™), for access to and from the
resair.sc.d lands and for the gathering or transportation of oil, gas and other minerals produced from the rewained lands.

- >

L] .
s (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
/M3t as to all depths below 100 feet below the total depth drilled (hereinafter "deeper depths”™) in each well located on acreage retained in Paragraph 16 (A)
ab&?, unless on or before two (2) years after the primary or extended term Lessee pays an amount equal to one-half (1/2) of the bonus originally paid as
constderation for this lcase (as specified on page 1 hereof). If such amount is paid, this lease shall be in force and effect as to such deeper depths, and said 3
tecmifalfign shall be delayed for an additional period of two (2) years and so long thereafter 5 oil or gas is produced in paying quantities from such deeper depths

covestby this lease.

-

L2 :(C) IDENTIFICATION AND FILING. The surface acreage retained hereunder as to each well shall, as nearly as practical, be in the form of a square with
the wall located in the center thereof, or such other shape as may be approved by the Commissioner of the General Land Office. Within thirty (30) days after parial
t:rrninaliog of this lease as provided herein, Lessee shall exscute and record a release or releases containing a satisfactory legal description of the acreage and/or
dep8 Aot eetained 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 Lesses fails or refuses to execute and record such release or releases within ninety (90)
day? 3t&eing requested to do so by the General Land Office, then the Commissioner at his sole discretion may designate by written instrument the acreage and/or
depths to be released hereunder and record such instrument at Lessee's expense in the county or counties where the lease is located and in the official records of the

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

17. OFFSET WELLS. Necither the bonus, delay rentals, nor royalties paid, or to be paid, under this lease shall relieve Lessee of his obligation to protect
the oil and gas under the above-described land from being drained. Lessee, sublessee, recziver or other agent in control of the leased premises shall drill as many
wells as the facts may justify and shall use appropriate means and drill to a depth necessary to prevent undue drainage of oil and gas from the leased premises. In
addition, if oil and/or gas should be produced in commercial quantities within 1,000 feet of the leased premises, or in any case where the leased premises is being
drained by production of oil or gas, the Lessee, sublesses, receiver or other agent in control of the leased premises shall in good faith begin the drilling of a well or
wells upon the leased premises within 100 days after the draining well or wells or the well or wells completed within 1,000 feet of the leased premises start producing
in commercial quantitics 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 effort, Lessee is prevented from complying with any express or implied covenant of this lease, from
conducting drilling operations on the leased premises, or from producing oil or gas from the lcased premises by reason of war, rebellion, riots, strikes, acts of God, or
any valid order, rule or regulation of government authority, then while so prevented, Lessee's obligation to comply with such covenant shall be suspended and Lesses
shall not be liable for damages for failure to comply with such covenants; additionally, this lease shall be extended while Lessee is preventzd, by any such cause,
from conducting drilling and reworking operations or from producing oil or gas from the leased premises. However, nothing in this paragraph shall suspend the
payment of delay rentals in order to maintain this lease in effect during the primary term in the absence of such drilling or reworking operations or production of oil
True and Correct

copy of
Original filed in
Reeves County

Clerks Office

or gas.




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

rental and royalties due the owner of the soil.

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soil owns less than the entire undivided surface estate in the aboye
described land, whether or not Lessee'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
ini the propurtion which his interest bears to the entire undivided surface estate and the royalties and rental herein provided to be paid to the Commissioner of the
General Land Office of the State of Texas shall be likewise proportionately reduced. However, before Lessee adjusts the royalty or rental due to the Commissioner of
the General Land Office, Lessee or his authorized representative must submit to the Commissioner of the General Land Office a written statement which explains the
discrepancy between the daterest purportedly leased under this lease and the acrual 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 Namural Resources Code Sections 52.151-52.154, or
if, at any time after the expiration of the primary term or the extended term, this lease covers a lesser number of acres than the total amount described herein,
paymeats that are made on a per acre basis hereunder shall be reduced according to the number of acres pooled, released, surrendered, or otherwise severed, <o 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 poocled unit, or, if after the expiration of the primary term, the number of acres actually retained and covered by this lease.

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

without the prior consent of the owner of the soil.

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

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

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

7

25. POLLUTION. In developing this area, Lessec shall use the highest degree of care and all proper safeguards to prevent pollution. Without limiting the
foregoing, pollution of coastal wetlands, natural waterways, rivers and impounded water shail be prevented by the use of containment facilities sufficient to prevent
spillage, secpage 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
poljutgst and shall be responsibie for all damage to public and private properties. Lessee shall build and maintain fences around its slush, sump, and drainage pits
arrd, @9k Batteries so as to protect livestock against loss, damage or injury; and upon completion or abandonment of any well or wells, Lessee shall fill and level all
sl ity and cellars and completely clean up the drilling site of all rubbish thercon. Lessee shall, while conducting operations on the leased premises, keep said
premists §ee 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
conaa.tion and contours as is practicable. Tanks and equipmeat will be kept painted and presentable. X

" **° Q6. REMOVAL OF EQUIPMENT. Subject to limitations in this paragraph, Lessee shall have the right to remove machinery and fixtures placed by
Less®2 81 the leased premises, including the right to draw and remove casing, within one hundred twenty (120) days after the expiration or the termination of this
leage,wiass 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 5aying quantities. Additionally, Lessce may not draw and remove casing until after thirty (30) days written notics to the Commissioner of the General
Land Office and to the owner of the soil. The owner of the soil shall become the owner of any machinery, fixtures, or casing which are not timely removed by Lesses
under the :3ms of this paragraph.

. .

eeedd- (A) ASSIGNMENTS. Under the conditions contained in this paragraph and Paragraph 29 of this lease, the rights and estates of cither party to this
leasc’may b@assigned, in whole or in part, and the provisions of this lease shall extend to and be binding upon their heirs, devisees, legal representatives, successors
and assigns. However, a change or division in ownership of the land, rentals, or royalties will not enlarge the obligations of Lessee, diminish the rights, privileges
and estates of Lessee, impair the effectiveness of any payment made by Lessee or impair the effectiveness of any act performed by Lesses. And no change or
division in ownership of the land, rentals, or royalties shall bind Lesses for any purpose until thirty (30) days after the owner of the soil (or his heirs, devisees, legal
representatives or assigns) fumishes the Lessee with satisfactory written evidence of the change in ownership, including the original recorded muniments of title (or 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 arca of each, and failure by one or more of them to pay his share of
the rental shall not affect this lease on the part of the land upon which pro rata rentals are timely paid or tendered; however, if the assignor or assignee does not filca
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 lcase, including any liabilities to the State for unpaid royalties.

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

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

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

(3) a partnership in which the owner of the soil is a parmer or is an 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;
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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, Lessee may at any time execute and deliver to the owner of the soil
and place of record a release or releases covering any portion or portions of the leased premises, and thereby surrender this lease as to such portion or portions, and be
relieved of all subsequent obligations as to acreage surrendered. If any part of this lease is property surrendered, the delay rental due under this lease shall be reduced
by the proportion that the surrendered acreage bears to the acreage which was covered by this lease immediately prior to such surrender; however, such release will
not relieve Lessee of any liabilities which may have accrued under this lease prior to the surrender of such acreage. .

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

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

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

interests.

32. FORFEITURE. If Lessee shall fail or refuse to make the payment of any sum within thirty days after it becomes due, or if Lessee or an authorized
agent should knowingly make any false retum 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 Offics, 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 fumish the General Land Office a comrect 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 reason of any special limitation arising hereunder. Forfeitures may be set aside and this :
lease and all rights thereunder reinstated before the rights of another intervene upon satisfactory evidence to the Commissioner of the General Land Office of future
compliance with the provisions of the law and of this lease and the rules and regulations that may be adopted relative hereto. -

33. LIEN. In accordance with Texas Natural Resources Code 52.136, the State shall have a first lien upon all oil and gas producsd from the area cavered
by thisdease to secure payment of all unpaid royalty and other sums of rioney that may become due under this lease. By acceptance of this lease, Lessee grants the
Stfts,%ia eddition to the lien provided by Texas Natural Resources Code 52.136 and any other applicable starutory lien, an express contractual lien on and security
integgtia 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
protgeds 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
such Igased minerals in order to sccurc 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 thatLessor 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
forocioged With or without court proceedings in the manner provided in the Title 1, Chapter 9 of the Texas Business and Commerce Code. Lessee agrees that the
Commissioger may require Lessee to executs and record such instruments as may be reasonably necessary to acknowledge, artach or perfect this lien. Lesses hereby
represeass at 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 Ieas.e. Should the Commissioner at any time determine that this representation is not true, then the Commissioner may declare this lease forfeited as provided
herein.

[T LA 0:

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

Resources Code 52.152.

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

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

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

38. EXECUTION. This oil and gas lease must be signed and acknowledged by the Lessee before it is filed of record in the county records and in the
General Land Office of the State of Texas. Cuncs 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
effective until a cenified copy of this lease (which is made and centified by the County Clerk from his records) is filed in the General Land Office in accordancs with
Texas Narural Resources Code 52.183. Additionally, this lease shall not be binding upon the State unless it recites the actual and true consideration paid or promised
for execution of this lease. The bonus due the State and the prescribed filing fes shall accompany such certified copy to the General Land Office. o

* See Exhibit "A" Att d for Additional Provisions
/
/J;//\/ﬁ‘%ﬂfd/ :

s LESSEE
S0 BY: L/lav Johnson
.
. TITLE: :

S, i /O _é’ -.?j

STAJE OF TEXAS STATE OF TEXAS -

ividually and =€ agertTor the State of Texas ; . . Individually and as agent for the State of Texas
Phaldg J. Boschetti, Co-Trustee of the Windi Phillips 1983 Trust

ate: g-2 - qg Date:

sv%\) STATE OF TEXAS
B BY:

Individugily and as agent for the State of Texas Individually and as agent for the Texas
Jonn/l/. Marion, go-Trustee of the Windi Phillips 1983 Trust Tax Ih
-02-4 Date:

Date:
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STATE OF (CORPORATION ACKNOWLEDGMENT)

COUNTY OF

BEFORE ME, the undersigned authority, on this day personally appearesd . ———

known to me to be the person whose name is subscribed to the fofegoin; iastrurnent, as of

and acknowledged to me that be executed the same
formepnrpcsuMQesiduﬁonmaehuthmcapacitymimdumemmddwdofﬁdm %

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

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

of

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

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

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

Notary Pubiic in and for

STATE OF TEXAS (INDIVIDUAL ACKNOWLEDGMENT)

Co'.m}.r? OF CQQJL)-M.,&,

.e s 3 ) -

e _* *Before me, the undersigned authority, on this day peryonally appeared Philip J. Boschetti and John L. Marion
*%35° Co-Trustees OF the Windi Philii ps 1983 TFuSE

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

corgﬂ.c:r.a.ﬁnn therein expressed. -
.
vese .?iv-:n under my hand and seal of office this the 22 rd day Of_é%rm‘ww 19 937
. . = N . .
. #5R) JUDITH REMINGTON _@Ad.&ﬂ.x_‘«gma%@
o .: ;@: Notary Public, State of Texas

- %g%” My Commission Expires 31-99 Notary Public in and for Mgﬁﬁg{g_ﬂ

. : (L] C.:
STATE OF TMCLS (INDIVIDUAL ACKNOWLEDGMENT)

countyor__ | l\dJO\Md
Before me, the undersigned authority, on this day personally appearcd Qp aM/QO Mw

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

consideration therein expressed. / M q
Given under my hand and seal of office this the (ﬂ day of 270 » 19 2 >

Tlto—

Notary Public in and for

A\ __!g) State of Texas
\wﬁ:ﬁ’ Comm. Exp. 10-30-99

SEEG MONICA MARLOWE §
,;K, “-3‘ NOTARY PUBLIC
E

laaaa o oo o
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“EXHIBIT A”

Attached to and made a part of Oil and Gas Lease
dated August 19, 1998 by and between Windi Phillips 1983 Trust,
Philip J. Boschetti and John L. Marion, Co-Trustees,
. as the owner of the soil, and Clay Johnson, as Lessee.

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

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

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

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

5. Lessee may use no more of the surface of the leased premises than is reasonably necessary to use for the purpose of which this
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.

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

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

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

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

U'Q..

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

.a.tld tank batteries to protect livestock against loss, damage or injury; and upon completion or abandonment of any well or wells,

Lf;ssee shall fill and level off all slush pits and cellars and completely clean up the drill site of all rubbish thereon.

.coul‘

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

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

CERTIFIED TRUE AND CORRECT COPY CERTIFICATE

STATE OF TEXAS FILE NO. 30‘3 W
COUNTYOFHEEVESFIIJH) 1115

The above and foregoing #-a full, true and correckp otographlc copy of the
original record now in my lawful custody” end possession, as the same is
B0 66 9 9.9.0. P SO RO S RSSO XXX

mxxmmm BE_RECORDED IN THE
LAL PUBLIC RECORDS

| hereby certified on

Ja— True and Cerrast
/o = copy of
x ‘,‘J{ ), Original filed in
Reeves County
Clerks Office







General Land Office
Relinguishmnt Act Leasz Form
Revised, September 1997

‘ OIL AND GAS LEASE

THIS AGREEMENT is made and entered into this 19 dayof_August 1998 .bctw:n‘dem:ochcm.acﬁngbymdMughiB
agent, Hill Investments, Ltd.

of
P,O0, Box 1568, Cedar Park, Texas 78613 said agzat
(Give P mﬁddﬁ? : =
herein referred to as the owner of the soil (whether one or more), and ay o son
203 W, Wall, Suite 800 of
Midland, TX 79701 i
(Give Permanent Address)

hereinafter called Lesses,

1. GRANTING CLAUSE. For and in consideration of the :mounumdbelawandof:bcwv:nmmdmmumbepaid.kzptandpc:fcmdby
Lessee under this lease, the State of Texas acting by and through the owner of the soil, hereby grants, leases and lets unto Lessee, for the sole and only purpess of
prospecting and drilling for and producing oil and zas, laying pipe lines, building tanks, storing oil and building power stations, telepbone lines and other stucturss

thezeon, to produce, save, take care of, treat and ransport said preducts of the lease, the following lands situated in Reeves County, Stats
of Texas, to-wit: ’
Block 59, Public School Land Survey
Section 43: All
Section 44: All
L Section 45: All
containing 1,920 acres, mcre or less. The bonus consideration paid for this lease is as follows:
To the Stas of Texzs: Five Hundred Sixty-two and 50/100----—-————————————————
o s le Cellars (S__ 5682 .50 —_ 3
. e
.co:o. Tomeom'l':rufthcscil: Five Hundred Sixty—two and 50/100 ——————————————————
ae’ o Dollars (5__562 .50 ) :
L]
ssss Total bonus consideration;__One Thousand One Hundred Twenty-five and No/100----
“eees’ Dollars(S___1,125 .00 )
Tbt-‘ﬂ:tﬂbinuswnsidcnﬁoupa.idrcpr:sml:aboausof Fifty and No/100- A e e e
Dollars (5 50.00 ) peracre,on _22 . D netacres.
sessed TERM. Subject to the other provisions in this lease, this lease shall be for a term of Five (5) years  gom this dus

(herein calfed "primary term®) and as long thersafier as oil and gas, or cither of them, is produced ia paying quantitdes from said land.
As usaddia dhis lease, the term "producsd in paying quantities” means that the receipts from the sale or other authorized commercial use of the substancs(s) cover=d

excedd out'of pocket dperational 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, V2 directly to the owner of the soil
and a like amount paid or tendered to the COMMISSIONER OF THE GENERAL LAND OFFICE OF THE STATE OF TEXAS, AT AUSTIN, TEXAS, a delay rental in
the amount specified in the following schedule multiplied by the number of acres then covered by this lease, which payment. when timely made. shall continue this lease for
a period of one (1) additional year. In like manner and upon payment of the amounts set out in the following schedule. this lease may be further continue for successive one-
year periods during the primary term of this lease provided that payment is made on or before the anniversary date.

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

True and €orrest
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Original filed in
Reeves County
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) 4. PRODUCTION ROYALTIES. Upcn production of oil and/or gas, Lesses agrees to pay or cause to be paid one-half (1/2) of the royalty
provided for in this lease to the Commissicner 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 o oil, which is defined as including all hydrocarbens produced in a liquid form at the mouth of the well and also a5 413
condensate, distillats, z‘d other liquid hydrocarbons reccvered from oil or gas run through a separator or other equipment, as hereinafter provided, shal] be
3/16 part of the gross production or the market value thereof, at the opticn of the owner of the s0il or the Commissioner of the

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

(B) NON PRCCESSED GAS. Royalty on any gas (including flarcd gas), which is defined as all hydrocarbens and gaseous substances not defined
as oil in subparagraph (A) above, producsd from any well on said land (ixcep: as provided herein with respect to gas processed in a plant for the extraction of
gasoline, liquid hydrocarbons or ather 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
the general arca where produced and whea run, or the gross price paid or offered to the producsr, whichever is the greater; provided that the maximum pressurs base
in measuring the gas under this lease shall not at any time exceed 14.65 pounds per square inch absolutz, and the standard base temperaturs shall be sixty (50)
degrees Fahrenheit, correction to be made for pressure aczording 0 Boyle's Law, and for specific gravity according to tests made by the Balance Method or by the

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

© PROCESSED GAS. Royalty on any gas procsssed in a gasoline plant or other plant for the recovery of gasoline or other liquid hydrocarbons
shall be 3/16 part of the residuc gas and the liquid hydrecarbons extracted or the market value thereof, at the option of the
owner of the soil or the Comumissioner of the General Land Office. All royalties due herein shall be based cn one hundred percent (100%) of the tota) plant
preduction of residue gas attributable to gas producsd frem this lease, and on fifty percent (50%), or that percent accruing to Lesses, “whichever is the greater, of the
total plant production of liquid hydrocarbons anributable to the gas producsd Som this lease; provided that if liquid hydrocarbons are recovered from 23s processad
in a plant in which Lesses (or its pareat, subsidiary or affiliate) owns an interest, then the percentages applicable to liquid hydrocarbons shall be fifty persent (50%) cr
the highest percent accruing to a third party processing gas through such piant under a processing agreement negotiaz=d at arm's length (cr if there is no such third
party, the highest percent then being specificd in processing agreements or contracts in the industry), whichever is the greater. The respective royalties on residue zas
and on liquid hydrc car=sns shall be determined by 1) the highest markst prics paid or uffered for any gas (or liquid hydrocarbons) of comparable quality in the
general area, or 2) the 7 o35 prics paid or offered for such residue gas (or the weighted average gress selling price for the respective grades of liquid hyd:oc*bons).
whichever is the greater. In no event, however, shall the royaltics payable under this paragraph be less than the royalties which would have besa duc had the gas act
beeq pygeessed.
. @ L

b (D) OTHER PRODUCTS. Royait an carbon black, sulphur or any other products produced or manufactursd Scm gas (excepting liquid hydro
whetf&r%said gas Se “casinghead,” *dry,” or any other gas, by fractionating, burning or any other processing shall be - 3/16 panof the
gro&®production of such products, or the market value thereof, at the cption of the owner of the soil cr the Commissioner of the General Land Office, such markat
value®to be determined as fcilows: 1) on the basis of the highest market price of each product for the same month in which such product is produczd, or 2) on the
bagis ©f e average gross sale prics of each product for the same month in which such préducts ars produced; whichever is the greater. &

LE L] A

cIrtons)

speenas MINIMUM ROYALTY. During any year after the expiration of the primary term of this lease, if this lease is maintained by production, the royalties
paidindes this lease in no event shall be less than an amount equal to the total annual delay rental herein provided; otherwise, there shzil be due and payable on or
befcrs the last day of the month succeeding the anniversary dats of this lease a sum equal to the total annual rental less the amount of roalties paid during the

precedinggrear. H-ParsgraphrSof-thisteasedoesotspesify-adetay-rentatamount-then for the purpeses of this paragraph, the delay rental amount shall be one
doN$P(B120) per acre.

L]

*2***36. ROYALTY IN KIND. Notwithstanding any other provision in this lease, at any time or from time to time, the owner of the soil or the Commissioner
of the General Land Office may, at the option of either, ugan not less than sixty (60) days notics to the holder of the lease, require that the payment of any royalties
accruing to such royaity owner under this lease be made in kind. The owner of the soil's or the Comumissioner of the Geaeral Land Office’s right to taks its royalty in
kind shall not diminish or negate the owner of the soil's or the Commissioner of the General Land Cffice's rights or L=ssee’s obligations, whether express or implied,

under this lease.

7. NO DEDUCTIONS. Lesse= agress that all royalties accruing under this lease (including thosz paid in kind) shall be without deducticn for the cost of
producing, gathering, stering, separating, treating, dehydrating, compressing, processing, transserting, and otherwise making the oil, gas and other producs .
herzunder ready for sale or use. Lesses agrees to compute and pay royalties on the gross value reczived, including any reimbursements for severancs taxes and
production related costs.

8. PLANT FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as may represent this lease's propertionats share of any fuel used o .
process gas sroduced hersunder in any procsssing plant. Notwithstanding any other provisicn of this lease, and subject to the written consent of the owner of the seil
and the Commissioner of the General Land Office, Lesse= may recycle gas for gas lift purposes on e leased premises or for injection into any oil or gas producing
formaticn underlying the leased premises ater the liquid hydrecarbons contzined in the gas haves Tezn removed; no royalties shall be payable on the recycled gas
until it is produczd and sold or used by Lesscz in a manner which eatitles the royalty owners o a royalty under this lsase.

9. ROYALTY PAYMENTS AND REPORTS. All royalties not taksn in kind shall te paid to the Commissioner of the General Land Officz &t Austin,

Texas, in the following manner:

Pavment of royalty on production of oil and gas shall be as provided ir the rules set forth in e Texas Register. Rules currently provide that myﬂWIO“ oil is due
and must be rzceived in the General Land Offics on cr before the 5th day of the second menth suczs2ding the month of production, and royalty on 235 is duc'h?u-.
must be received in the General Land Offics on or befors the 15th day of the second menth suczz2ding the month of preduction, accompanied by the aﬂiq;vu 9; -1"—of'
owrer, manager or other authorized agzat, completed in the form and manner prescribed by the Geazral Land Offics and showing the gross amount and chsimsu.c-{icul

all oil and gas producsd and the market value of the oil and gas, tegether with a copy of all documents, records or reperts confimming the gross production, disposi
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and market value including gas meter readings, pipeline receipts, gas line receipts and other checks or memoranda of amount produced and put into pipelines, tanks

or pools and gas lines or gas storage, and any other reports or records which the General Land Office may require to verify the gross production, disposition 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 sha) be
accompanicd by a check stub, schedule, summary or other remittance advice showing by the assigned General Land Office lease number the amount of royalty bein
paid on each lease. If Lessce pays his royalty on or before thirty (30) days after the royalty paymeat was due, then Lessee owes a penalty of 5% on the royalty or .
$25.00, whichever is greater. A royalty payment which is over thirty (30) days late shall accruc a penalty of 10% of the royalty due or $25.00 whichever is greater
In addition to a penalty, royalties shall accrue interest at a rate of 12% per year; such interest will begin accruing when the royalty is sixty (60) days overdue. i
AfTidavits and supporting documents which are not filed when due shall incur a penalty in an amount set by the General Land Office administrative rule which is
effective on the date wheaYhe affidavits or supporting documents were due. The Lessce shall bear all responsibility for paying or causing royalties to be paid as
prescribed by the due date provided herein. Payment of the delinquency penalty shall in no way operate to prohibit the State's right of forfeiture as provided by Jaw
nor act to postpone the date on which royalties were originally due. The above penalty provisions shall not apply in cases of title disputz as to the State’s portion of
the royalty or to that portion of the royalty in dispute as to fair market value. . .

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

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

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

Land Office.
. o0 .
®e"es1]l. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, during the primary term hereof and prior to discovery and production

.
of 0i| gr,gas on said land, Lessee should drill a dry hole or holes thereon, or if during the primary term hereof and after the discovery and actual production of oikor:
gas*iom Uk leased premises such production thereof should cease from any cause, this lease shall not terminate if on or before the expiration of sixty (60) days from
date of completion of said dry hole or cessation of production Lessee commences additional drilling or reworking operations thercon, or pays or tenders the next
annual: :ielay rental in the same manner as provided in this lease. If, during the last year of the primary term or within sixty (60) days prior thereto, a dry hole be
completed and abandoned, or the production of oil or gas should cease for any cause, Lessee's rights shall remain in full force and effect without further operations ».
until YW &piration 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
leasghyacohducting additional drilling or reworking operations pursuant to Paragraph 13, using the expiration of the primary term as the date of cessation of ,
prodiction®under Paragraph 13. Should the first well or any subsequent well drilled on the above described land be completed as a shut-in oil or gas well within the
primary term hercof, Lessee may resume payment of the annual reatal in the same manner as provided herein on or before the rental paying date following the
expjrpiign §f sixty (60) days from the date of completion of such shut-in eil or gas well and upon the failure to make such payment, this lease shall ipso facto
termiate. 4f 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
accordanceswith the shut-in provisions hereof.

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

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

13. CESSATION, DRILLING, AND REWORKING. IFf, 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 quantitics or payment of shut-in oil or gas well royalties or payment of compensatory
royaltics is made as provided herein or as provided by law. If the drilling or reworking operations result in the completion of a well as a dry hole, the lease will not
terminate if the 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 notics to the General Land Office within thirty (30) days of any cessation of production.

14. SHUT-IN ROYALTIES. For purposes of this paragraph, "well” means any well that has been assigned a well number by the state agency havin‘z
jurisdiction over the production of oil and gas. I, 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 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. Ny
amauat_then for the purposes of this paragraph, the delay rental amount shall be one dollar ($1.00) per acre. To be effective, each initial shut-in oil or gas royalty
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must be paid on or before: (1) the expiration of the primary term, (2) 60 days after the Lessee ceases to produce oil or gas from the leased premises, or (3) 50 days
after Lessee completes a drilling or rewerking 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 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 cxists, Lessee may extend the
lease for four more successive periods of one (1) year by paying the same amount each year on or before the expiration of each shut-in year,

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

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

16. RETAINED ACREAGE. Notwithstanding any provision of this lease to the contrary, after a well producing or capable of producing oil or gas has
been completed on the lcased 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 leascd premises and in marketing the production thereon.

(A) VERTICAL. In the cvent this lease is in force and effect two (2) years after the expiration date of the primary or extended term it shall then terminate
as 1o all of the leased premises, EXCEPT (1) 40 acres surrounding each oil well capable of producing in paying quantities and 320 acres surrounding each gas well
capable of producing in paying quantities (including a shut-in oil or gas well as provided in Paragraph 14 hereof), or 2 well upon which Lessce is then engaged in
continuous drilling or reworking operations, or (2) the number of acres included in a producing pocled unit pursuant to Texas Natural Resources Code 52.151-
52.153, or (3) such greater or lesser number of acres as may then be allocated for production purposes to a proration unit for each such producing well under the rules
and regulations of the Railroad Commission of Texas, or any successor agency, or other governmental authority having jurisdiction. If at any time after the effective
date of the partial termination provisions hereof, the applicable field rules are changed or the well or wells located thereon are reclassified so that less acreage is
thereafter allocated to said well or wells for production purposes, this lease shall thercupon terminate as to all acreage not thereafter allocated to said well or wells for
production 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 to and egress from the lands still subject to this lease for all purposes described in Paragraph 1 hereof, together with easements and rights-of-way for existing
roads, suisting 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

rethintg Jdnds and for the gathering or transportation of oil, gas and other minerals produced from the retained lands. ¢

LEL R ] .
® e o(B) HORIZONTAL. In the event this lease is in force and effect two (2) years after the expiration date of the primary or extended term it shall further
termigate as to all depths below 100 fect below the total depth drilled (hereinafter "decper depths®) in each well located on acreage retained in Paragraph 16 (A)
abo\:e Jmless 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 7
comsideration for this lease (as specified on page 1 hereof). If such amount is paid, this lease shall be in force and effect as to such deeper depths, and said
termination shall be delayed for an additional period of two (2) years and so long thereafter as oil or gas is produced in paying quantities from such deeper depths
cowfuugmis lease.

* (C) IDENTIFICATION AND FILING. The surface acreage retained hereunder as to each well shall, as nearly as practical, be in the form of a square with
the yeJLlpfated 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
termMatiof 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
depihis nopJetained hercunder. The recorded release, or a centified copy of same, shall be filed in the General Land Office, accompanied by the fling fee prescribed
by the Gentral 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 (50)
days after being requested to do so by the General Land Office, then the Commissioner at his sole discretion may designate by written instrument the acreage and/or
depths 1o be released hercunder and record such instrument at Lessee’s expense in the county or counties where the lease is located and in the official records of the

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

17. OFFSET WELLS. Neither the bonus. delay rentals, nor royalties paid, or to be paid, under this lease shall relieve Lessee of his obligation to protect
the oil and gas under the above-described land from being drained. Lessee, sublessee, recziver or other agent in control of the leased premises shall drill as many
wells as the facts may justify and shall use appropriate means and drill to a depth necessary to preveat 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, recciver 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 effort, Lessee is prevented from complying with any express or implied covenant of this lease, from
conducting drilling operations on the leased premises, or from producing oil or gas from the leased premises by reason of war, rebellion, riots, strikes, acts of God, or
any valid order, rule or regulation of government 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 compiy 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

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

rental and royalties due the owner of the soil.

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the 50il owns less than the entire undivided surface estate in the above
described land, whether or not Lessee's interest is specified herein, then the royalties and rental herein provided to be paid to the owner of the soil shall be paid to him
in the proportion which I'gs interest bears to the entire undivided surface estate and the royalties and rental herein provided to be paid to the Commissioner of the
General Land Office of the State of Texas shall be likewise proportionately reduced. However, before Lessee adjusts the royalty or rental due to the Commissioner of
the General Land Office, Lessee or his authorized representative must submit to the Commissioner of the General Land Office a written statement which explains the
discrepancy between the interest purportedly leased under this lease and the actual interest owned by the owner of the soil. The Commissioner of the General Lang
Office shall be paid the value of the whole production allocable to any undivided interest not covered by a lease, less the proportionate development and production
cost allocable to such undivided interest. However, in no event shall the Commissioner of the General Land Office receive as a royalty on the gross production
allocable to the undivided interest not leased an amount less than the value of one-sixteenth (1/16) of such gross. production.

(B) REDUCTION OF PAYMENTS. If, during the primary term, a portion of the land covered by this lease is included within the boundaries
of a pooled unit that has been approved by the School Land Board and the owner of the soil in accordance with Namural Resources Code Sections 52.151-52.154, or
if, at any time after the expiration of the primary term or the extended term, this lease covers a lesser number of acres than the total amount described herein,
payments that are made on a per acre basis hereunder shall be reduced according to the number of acres pooled, released, surrendered, or otherwise severed, so that
payments determined on a per acre basis under the terms of this lease during the primary term shall be calculated based 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 excspt water from wells or
tanks of the owner of the s0il; provided, however, Lessce shall not use potable water or water suitable for livestock or irrigation purposes for waterflood operations

without the prior consent of the owner of the soil.

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

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

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

25. POLLUTION. In developing this area, Lessee shall use the highest degree of care and all proper safeguards to prevent pollution. Without limiting the
foregoing, pollution of coastal wetlands, namural waterways, rivers and impounded water shall be prevented by the use of containment facilities sufficient to prevent
spillgges secpage or ground water contamination. In the event of pollution, Lessee shall use all means at its disposal to recapture all escaped hydrocarbons or other
polty iy afd shall be responsibie for all damage to public and private properties.. Lessee shall build and maintain fences around its slush, sump, and drainage pits
and (apk patteries so as to protect livestock against loss, damage or injury; and upon completion or abandonment of any well or wells, Lessee shall fill and level all
sl its #hd cellars and completely clean up the drilling site of all rubbish thercon. Lessee shall, while conducting operations on the leased premises, keep said
premises free of all rubbish, cans, bottles, paper cups or garbage, and upon completion of operations shall restore the surface of the land to as near its original
conditiog.and contours as is practicable. Tanks and equipment will be kept painted and presentable. .'

L

.
®***®26. REMOVAL OF EQUIPMENT. Subject to limitations in this paragraph, Lessee shall have the right to remove machinery and fixtures placed by
Lessenande 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®unles? 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 ga8 in paying quantities. Additionally, Lessee may not draw and remove casing until after thirty (30) days written notics to the Commissioner of the General
Langd Qffig8 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

unde# the térms of this paragraph.

-

ot - (A) ASSIGNMENTS. Under the conditions contained in this paragraph and Paragraph 29 of this lease, the rights and estates of either party to this
lease may be assigned, in whole or in part, and the provisions of this lease shall extend to and be binding upon their heirs, devisees, legal representatives, successors
and assigns. However, a change or division in ownership of the land, rentals, or royalties will not ealarge the obligations of Lessee, diminish the rights, privileges
and estates of Lessee, impair the effectiveness of any payment made by Lessee or impair the effectiveness of any act performed by Lesses. And no change or
division in ownership of the land, rentals, or royalties shall bind Lesse= for any purpose until thirty (30) days after the owner of the soil (or his heirs, devisces, legal
representatives or assigns) fumnishes the Lessee with satisfactory written evidence of the change in ownership, including the original recorded muniments of title (or 2
certified copy of such original) when the ownership changed because of a conveyance. A total or partial assignment of this lease shall, to the extent of the interest
assigned, relieve and discharge Lessee of all subsequent obligations under this lease. If this lease is assigned in its entirety as to only part of the acreage, the right and
option to pay rentals shall be apportioned as between the several owners ratably, according to the arca of each, and failure by one or more of them to pay his share of
the rental shall not affect this lease on the part of the land upon which pro rata rentals are timely paid or tendered; however, if the assignor or assignee does not filca
certified copy of such assignment in the General Land Office before the next rental paying date, the entire lease shall terminate for failure to pay the entire rental due
under Paragraph 3. Every assignee shall succeed to all rights and be subject to all obligations, liabilities, and penalties owed to the Stats by the original lessce or any

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

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

of the owner may be forfeited by the Commissioner. An assignment will be treated as if it were made to the owner of the soil if the assignes 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 parmership in which the owner of the soil is a partmer or is an employze of such a partnership;
(4) a principal stockholder or employee of the corporation which is the owner of the soil; True and Correct
(5) a partner or employee in a parmership which is the owner of the soil; /’_‘-l“ U conY &
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(6) afiduciary for the owner of the soil; including but not limited to a guardian, trustee, executor, administrator, receiver, of 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, bloed, 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 properly surrendered, the delay rental due under this lease shall pe reduced
by the proportion that thequrrendered acreage bears to the acreage which was covered by this lease immediately prior to such surrender; however, such release wil)
not relieve Lesses of any liabilities which may have accrued under this lease prior to the surrender of such acreage. ;

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

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

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

interests.

32. FORFEITURE. If Lessee shall fail or refuse to make the payment of any sum within thirty days after it becomes due, or if Lessee or an authorized
agent should knowingly make any false return or false report conceming production or drilling, or if Lessee shall fail or refuse to drill any offset well or wells in good
faith as required by law and the rules and regulations adopted by the Commissioner of the General Land Office, or if Lessee sheuld 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 Lesses or an authorized agent should knowingly fail or refuse to give
correct information to the proper authoriry, 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 reason of any special limitation arising hereunder. Forfeitures may be set aside and this
lease and all rights thereunder reinstated before the rights of another intervene upon satisfactory evidence to the Commissioner of the General Land Office of future
compliance with the provisions of the law and of this lease and the rules and regulations that may be adopted relative hereto. ‘

g'.' 8j. LIEN. In accordance with Texas Natural Resources Code 52.136, the State shall have a first lien upon all eil and gas produced from the area covered
by thislease to secure payment of all unpaid royalty and cther sums of moncy that may become due under this lease. By acceptance of this lease, Lessee grants the
State, im_ddi:ion to the lien provided by Texas Natural Resources Code 52.136 and any other applicable statutory lien, an express conwactual lien on and security
intereatdn ald leased minerals in and extracted from the leased premises, all proceeds which may accrue to Lessee from the sale of such leased minerals, whether such
proceeds are held by Lessee or by a third party, and all fixtures on and improvements to the leased premises used in connection with the production or processing of
such lgaged minerals in order to securc the payment of all royalties or other amounts due or tg"become due under this lease and to secure payment of any damages or
loss thatLestor may suffer by reason of Lessee's breach of any covenant or condition of this lease, whether express or implicd. This lien and security interest may be
foreclosed wjth or without court proceedings in the manner provided in the Tite 1, Chapter 9 of the Texas Business and Commerce Code. Lessee agrees that the
Comtfi&s?*hgr may require Lessee to execute and record such instruments as may be reasonably necessary to acknowledge, antach 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 lease. Should the Commissioner at any time determine that this representation is not true, then the Commissioner may declare this lease forfeited as provided
hercmsecse

. L]

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

Resources Code 52.152.

35. INDEMNITY. Lessee hereby releases and discharges the State of Texas aEd the owner of the soil, their officers, employees, 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
harrn, 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 Lessez on the leased premises
hereunder, or that may arise out of or be occasioned by Lessee's breach of any of the terms or provisions of this Agreement, or by any other negligent or strictly liable
act or omission of Lessee. Further, Lesses hereby agrees to be liable for, exonerate, indemnify, defend and hold harmless the State of Texas and the owner of the soil,
their officers, employees and agents, their successors or assigns, against any and all claims, liabilities, losses, damages, actions, personal injury (including death),
costs and expenses, or other harm for which recovery of damages is sought, under any theory including tort, contract, or strict liability, including 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 activilies on the leased premiscs; those arising from
Lessee's use of the surface of the leased premises; and those that may arise out of or be occasioned by Lessee’s breach of any of the terms or provisions of this
Agreement or any other act or omission of Lessee, its directors, officers, employees, parmers, agents, contractors, subcontractors, guests, invitees, and their respective
successors and assigns. Each assignee of this Agreement, or an interest therein, agrees 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 activitics of Lessez, 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. Lessce shall use the highest degree of care and all reasonable safeguards to prevent contamination or pollution of
any environmental medium, including soil, surface waters, groundwater, sediments, and surfacs or subsurface strata, ambient air or any other environmenta| medium -
in, on, or under, the leased premises, by any waste, pollutant, or contaminant. Lessee shall not bring or permit to remain on the leased premises any asbestos
containing materials, explosives, toxic materials, or substances regulated as hazardous wastes, hazardous materials, hazardous substances (as the term “Hazardoys
Substance” is defined in the Comprehensive Environmental Response, Compensation and Liability Act (CERCLA), 42 U.S.C. Sections 9601, et seq.), or toxic
substances under any federal, state, or local law or regulation (“Hazardous Materials™), except ordinary products commonly used in connection with oil and gas
exploration and development operations and stored in the usual manner and quantitics. LESSEE'S VIOLATION OF THE FOREGOING PROHIBITION
SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND
DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST ANY CLAIMS, DAMAGES, JUDGMENTS, PENALTIES,
LIABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS' FEES AND COURT COSTS) CAUSED BY OR ARISING OUT OF ma
VIOLATION OF THE FOREGOING PROHIBITION OR (II) THE PRESENCE, RELEASE, OR DISPOSAL OF ANY HAZARDOUS MATERIALS ON,
UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE’S OCCUPANCY OR CONTROL OF THE LEASED PREMISES. LESSEE 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 UNDERTAKEYN
PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IMMEDIATELY GIVE THE STATE OF
TEXAS AND THE OWNER OF THE SOIL WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS PARAGRAPH, UPON
LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY GOVERNMENTAL -
AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBLIGATIONS OF LESSEE
HEREUNDER SHALL SURVIVE THE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF THIS AGREEMENT.

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

38. EXECUTION. This oil and gas lease must be signed and ackmowledged by the Lesses before it is filed of record in the county records and ia 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 offics of the County
Clerk in any county in which all or any part of the leased premises is located, and centified copies thereof must be filed in the General Land Office. This lease is not
cfTective until a cenified copy of this lease (which is made and centified by the County Clerk from his records) is filed in the General Land Office in accordance with
Texas Nawral Resources Code 52.183. Additionally, this lease shall not be binding upon the State unless it recites the actual and true consideration paid orf{nmis:d
for exccution of this lease. The bonus due the State and the prescribed filing fee shall accompany such certified copy to the General Land Office. R

. +» * See Exhibit "A" Attached for Additional Provisions

'.. .. —

Griatusn/
“ed” ¢ LESSEE '/ :

B BY: Clay Johnson

*eees’ TITLE: ) -
eseces DATE: 7‘%’75/
STATE OF STATE OF TEXAS

BY,
Indi%id ¢ r Individuall for,the S T » i
uAlanyl*a{“. “ﬁﬁ“ffi“‘ﬂf‘ggffgg% of Casody Enterpflg.'geusfnf?’&c?t °ée'hé31‘:°£iqﬁs

Dae:__ SEP 23 1998 Investments,Ltd. Date: : Tax I

STATE OF TEXAS STATE OF TEXAS

BY: BY:

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

Date:

Date:
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STATE OF (CORPORATION ACKNOWLEDGMENT)

COUNTY OF

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

imowntnmeu:bethegcrsonwhoun:mci:subsm’bedmthefoﬁzoinﬂnmhu of

mdnknowledgcdtumethnhgmwuwme t
formcpwposumdeouldﬂwmmumexpmhmcupuilymd.ndamextmddeedofmdmrpomm

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

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

of

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

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

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

Notary Public in and for

SFA?S:QF TEXAS (INDIVIDUAL ACKNOWLEDGMENT)

oMLY oF (O L i —

*  Before me, the undersigned authority, on this day personally appearsd Alan M. Hill, President of Casody
Enterrorises, L.C., General Partner of Hill Tnvestments, T.td.
knownes 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

cons‘aderznm therein expressed.

g z':iven under my hand and scal of office this the 025 day ofw ; ,19 ?8

-

CONNIE MONTGOMERY
MY COMMISSION EXPIRES

February 12, 2000

(INDIVIDUAL ACKNOWLEDGMENT)

COUNTY OF

Before me, the undersigned authority, on this day personally appeared ﬂ/ﬁa/({) %ﬂ h/h- WL

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

consideration therein expressed.
Given under my hand and seal of office this the 2% day of cm?&-w MW, 19 q 8 -

Notary Putlic in and for W

PP TP TOO e e

S50, MONICA MARLOWE §

/€773 %% NOTARY PUBLIC §
%j% ,';‘3'} State of Texas 4 .
| Esie Comm. Exp. 10-30-99 ¢ True and Correet
R Wi TR T copy of
Original filed in

Reeves County
Clerks Office



“EXHIBIT A”

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

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

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

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

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

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

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

- 8a

T « "Motwithstanding any other provisions of this lease to the contrary, it is expressly understood and agreed that Lessee will not
o ollute any water aquifers or fresh water in, upon or under the leased premises, and Lessee agrees to notify the owner of the soil

**in wntmg if fresh water is encountered during drilling, or if a fresh water formation is penetrated.

L
:’Léisee further agrees to maintain all drill sites and other portions of the surface used or occupied by Lessee, its successors or
assjgns, free and clear of weeds and noxious vegetation and will maintain the same in a reasonable manner to prevent additional
'“d@age to the owner of the soil’s other land and crops.

9. Pon written demand by the owner of the soil, Lessee shall build and maintain fences around its slush, sump and drainage pits
..0.
tank batteries to protect livestock against loss, damage or injury; and upon completion or abandonment of any well or wells,
...Lﬁsee shall fill and level off all slush pits and cellars and completely clean up the drill site of all rubbish thereon.
L] L] . -

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

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

CERTIFIED TRUE AND CORRECT COPY C TlFl(.?.!\TE1

STATE OF TEXAS pe™ FI'LE

COUNTY OF REEV EI)' 1 5,98

The above and foregoing |s]3:u"l[|‘ trye and correé photographic copy of the

original record now in-my lawful cuslody and possessmn as the same is
P “Tﬁj- s e e RIRKGER XXX X

BE RECORDEB IN THE
. S
?r}e]gb]f}e%edggcom_lLMS

True and Correet
copy of
Qriginal filed in
Reeves County
Clerks Office
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General Land Office
Relinguishmnt Act Lease Form
Revised, September 1997

OIL AND GAS LEASE

THIS AGREEMENT is made £pd catered o this ¢ 19_98 , berween the State of Texas, acting by and through its
agent,_ H—S Minegrals 21113d ea l?y.‘f%ddfyom

of
P.0, Box 27284, Austin, TX /875>-2284 said ageat

(Give Permanent Address)
herein referred to as the owner of the soil (whether one or more), and_Clay Johnson
203 W, W3l11l, Suijte 800 of
Midland, TX 79701
(Give Permanent Address)

hercinafter called Lessee.

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

Block 59, Public School Land Survey

Section 43: All
Section 44: All
Section 45: All

contining__ ] Q20 acres, more or less. The bonus consideration paid for this lease is as follows:

Tothe State of Texas:_Five Hundred Sixty-two 50/100-----—-—c oo oo oo oo =
Dollars (3_562 .50 )

. aw
T To the owner of the soil: Five Hundred Sixtv-two and 50/100----cee e e — - —
RTTTS Dollars (5__562 ., 50 ) _

. Total bonus consideration: Qng %hgusand One Hundred Twenty-five and No/100—————-—
:.. Dollars (S 1 I 1 . ) )
. LA L]

The total bonus consideration paid represents abonus of _Fifty and No/100————————— oo
il Dollars (5_50. 00 ) peracre,on 22,5  netacres.
L . = :

.'.".l TERM. Subject to the other provisions in this lease, this lease shall be foratermof Five (5) years  fromthisdae

cd"primuym'}anduIongmnuﬂazsoilmdgzs,oreimcroﬁhmisprodlmdinpayingqumtil:lcsﬂ'amsidl_md.
As 8¢d if 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
exxedd eft of pocket operational expenses for the six months last past.
aees

S Dc]'ay 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
andea 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 amownt 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
# §&HUADS 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 peripds during the primary term of this lease provided that payment is made on or before the anniversary date.

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

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




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

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

condensate, distillate, and other liquid hydrocarbons recovered from oil or gas run through a separator or other equipment, as hereinafter provided, shall be
‘-1'11 [ part of the gross production or the market value thereof, at the option of the owner of the soil or the Commissioner of the

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

(B) NON PROCESSED GAS. Royalty on any gas (including flared gas), which is defined as all hydrocarbons and gaseous substances not defined
as oil in subparagraph (A) above, produced from any well on said land (except as provided hercin with respect to gas processed in a plant for the extraction of
gasoline, liquid hydrocarbons or other products) shall be 3/n116 part of the gross production or the market value thereof, at the option of the
ownerofdu:soilw&eComisiowoﬁthencnlLandOfﬁcc,suchvﬂuembebsedmd:ehighmmukctpﬁccpaidoro&r:dforgxsofcmpu:bleqmliryh
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
hmewﬁ:gu:mmdermislmﬂunuotumy&m:mdl4.65poundspersqminchabsolm.lndm:mndndbmmpmmcshaﬂbesixty(so)
deg:reesFaluenheit,mmcﬁontnbemad:forptmeaccofdingmBoylc'shw.mdforspcciﬁcmvﬁyncmﬂingmr:sum:.debytheBa.lanc:Melhodmbymg
most approved method of testing being used by the industry at the time of testing. ’

o PROCESSED GAS. Royalty on any gas processed in a gasoline plant or other plant for the recovery of gasoline or other liquid hydrocarbons
shall be 3/16 part of the residue gas and the liquid hydrocarbons extracted or the market value thereof, at the option of the
owner of the soil or the Commissioner of the General Land Office. All royalties due berein shall be based on one hundred percent (100%) of the total plant
production of residue gas attributable to gas produced from this lease, and on fifty percent (50%), or that percent accruing to Lessee, whichever is the greater, of the
total plant production of liquid hydrocarbons artributable to the gas produced from this lease; provided that if liquid hydrocarbons arc recovered from gas processed
in a plant in which Lesses (or its parent, subsidiary or affiliate) owns an interest, then the percentage applicable to liquid hydrocarbons shall be fifty percent (50%) or
the highest percent accruing to a third party processing gas through such plant under a processing agreement negotiated at arm's length (or if there is no such third
party, the highest percent then being specified in processing agreements or contracts in the industry), whichever is the greater. The respective royalties on residue gas
and on liquid hydrocarbons shall be determined by 1) the highest market price paid or offered for any gas (or liquid hydrocarbons) of comparable quality in the
general area, or 2) the gross price paid or offered for such residue gas (or the weighted average gross selling price for the respective grades of liquid hydrocarbons),
;vh.il:hc'v:r is the greater. In no event, however, shall the royalties payable under this paragraph be less than the royalties which would have been due had the gas not

een processed. '

c o8
“e%es '('D) OTHER PRODUCTS. Royalty on carbon black, sulphur or any other products producsd or manufactured from gas (excepting liquid hydrocarbons)
wheahes said gas be “casinghead,” *dry,” or any other gas, by fractionating, buming or any other processing shall be / 16 . partof the
gross proddiction 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 Jo 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
bagjg of the average gross sale price of each product for the same month in which such products are produced; whichever is the greater.
L

s MINIMUM ROYALTY. During any year after the expiration of the primary-term of this lease, if this lease is maintained by production, the royalties
paid under this lease in no event shall be Jess than an amount equal to the total annual delay rental herein provided; otherwise, there shail be due and payable on or
bct.' e Jast day of the month succeeding the anniversary date of this lease a sum equal to the total annual reatal less the amount of royalties paid during the

g year. e Tedemyis gttt tal-amount-ihan for the purposes of this paragraph, the delay rental amount shall be one

ng 3
do!:u(gl ) per acre.

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

undt} e fease.

J- NO DEDUCTIONS. Lessee agrees that all royalties accruing under this lease (including those paid in kind) shall be without deduction for the cost of
producitg, Fathering, storing, separating, treating, dehydrating, compressing, processing, transporting, and otherwise making the oil, gas and other products .
hereunder rpady for sale or use. Lessee agrees to compute and pay royalties on the gross value recsived, including any reimbursements for severance taxes and
proiu.mianrela:ed costs.

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

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

Payment of royalty on production of oil and gas shall be as provided in the rules sct forth in the Texas Register. Rules currently provide that royalty on oil is due
and must be received in the General Land Offics on or before the Sth day of the second month succseding the month of production, and royalty on gas is duc and
must be received in the General Land Office on or before the 15th day of the second month succeeding the month of production, accompanied by the affidavit _o'ffh:
owmer, manager or other authorized agent, completed in the form and manner prescribed by the General Land Office and showing the gross amount and dist’S‘UQ“‘ 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, dispositon
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* ahd market value including gas meter readings, pipeline receipts, gas line receipts and other checks or memoranda of amount produced and put into pipelines, tanks,
or pools and gas lines or gas storage, and any other reports or records which the Geaeral Land Office may require to verify the gross production, disposition ang
market value. Inall cases the authority of a manager or agent to act for the Lessee berein must be filed in the General Land Office. Each royalty payment sha)) be
accompanicd by a check stub, schedule, summary of other remittance advice showing by the assigned General Land Office lease number the amount of royalty bejn
paid on each leasc. lfLess:epuyshismyaltyonorbefomthirtyGO)dlysaﬂu!hemyﬂryptymtmdue,Mumcmamﬂwofs%mmmmw 4
$25.00, whichever is greater. A royalty payment which is over thirty (30) days late shall accrue a penalty of 10% of the royalty due or $25.00 whichever is greater
In addition to a penalty, royalties shall accrue interest at a rate of 12% per year; such interest will begin accruing when the royalty is sixty (60) days overdye.
AfTidavits and supporting documents which are not filed when dve shall incur a penalty in an amount set by the General Land Office administrative rule which is
cffective on the date when the affidavits or supporting documents were due. The Lessee shall bear all responsibility for paying or causing royalties to be paid as
prescribed by the due date provided herein. Payment of the delinquency penalty shall in no way operate to prohibit the State's right of forfeiture as provided by v
nor act o postpone the date on which royalties were originally due. The above penalty provisions shall not apply in cases of title dispute as to the State’s portion of
the royalty or to that portich of the royalty in dispute as to fair market value. ) :

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

(B) PERMITS, DRILLING RECORDS. Written noticz 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 lease or any specific well on the leased premises and that are submitted to the Texas Railroad Commission or any other govemnmental
agency shall include the word "State” in the title. Additionally, in accordance with Railroad Commission rules, any signage on the leased premises for the purpose of
identifying wells, tank baneries 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. {

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

e ool l- DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, during the primary term hereof and prior to discovery and production
of oif gPgas*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 frorg.tr_le leased premises such production thereof should cease from any cause, this lease shall not terminate if on or before the expiration of sixty (60) days from
date of completion of said dry hole or cessation of production Lessee commences additional drilling or reworking operations thereon, or pays or tenders the next
annual aelay 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
compleled and abandoned, or the production of oil or gas should cease for any cause, Lessee's rights shall remain in full forcs and effect without further operations
untilthg expiration of the primary term; and if Lessee has not resumed production in paying quantities at the expiration of the primary term, Lessee may maintain this
lease by 8drfducting 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
primajy jym hereof, Lessce may resume payment of the annual reatal in the same manaer as provided herein on or before the rental paying date following the
expstuy (60) days from llle date of completion of such shut-in oil or gas well and upon the failure to make such payment, this lease shall ipso facto
termjage. W at the expiration of the primary term of 3y time thereafter a shut-in oil o gas well is located on the leased premises, payments may be made in
mmc th the shut-in provisions hersof.

L]

*3%°*f2. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. If, at the expiration of the primary term, neither oil nor gas is being
produced om 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 o Teworkiag of any additional well are prosecuted in good faith and in workmanlike manner without interruptions totaling more than sixty (60) days during
any encsssel operation, and if they result in the production of il and/or gas, so long thereafter as oil and/or gas is produced in paying quantitics from said land, or

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

eesssdd. CESSATION, DRILLING, AND REWORKING. If, after the expiration of the primary term, production of oil or gas from the leased premises, after
once obtaindY, should cease from any cause, this lease shall not terminate if Lesses commences additional drilling or reworking operations within sixty (60) days
after guch,q3sation, and this lease shall remain in full force and effect for so long as such operations continue in good faith and in workmanlike manner without
interruptions®totaling more than sixty (60) days. If such drilling or reworking operations result in the production of oil or gas, the lease shall remain in full force and
effect for so long as oil or gas is produced from the leased premises in paying quantities or payment of shut-in oil or gas well royalties or payment of compensatory
royalties is made as provided herein or as provided by law. If the drilling or reworking operations result in the completion of a well as a dry hole, the lease will not
terminate if the Lessee commences additional drilling or reworking operations within sixty (60) days after the completion of the well as a dry hole, and this lease
shall remain in effect 5o long as Lessee continues drilling or reworking operations in good faith and in a workmanlike manner without interruptions totaling more
than sixty (60) days. Lessee shall give written notice to the General Land Office within thirty (30) days of any cessation of production.

14. SHUT-IN ROYALTIES. For purposes of this paragraph, “well” means any well that has been assigned a well number by the state agency having
Jjurisdiction 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 Lasses may pay as a shut-in oil or gas royalty an amount equal to double the annual rental provided in the

lease, but not less than §1,200 a year for each well capable of preducing cil or gas in paying quantitics. Y
armeuni—therr for the purposcs of this paragraph, the delay rental amount shall be one dollar (51.00) per acre. To be effective, cach initial shut-in oil or gas royalty
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must be paid on or before: (1) the expiration of the primary term, (2) 60 days after the Lessee ceases to produce oil o 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 -
8 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 cach year on or before the expiration of each shut-in year

15. COMPENSATORY ROYALTIES. If, during the period the lease is kept in effect by payment of the shut-in oil or gas royalty, oil or gas is sold and '
delivered in paying quantities from a well located within one thousand (1,000) feet of the leased premises and completed in the same producing reservoir, or in any
casc in which drainage i% occurring, the right to continue to maintain the lease by paying the shut-in oil or gas royalty shall cease, but the lease shall remain effective
for the remainder of the year for which the royalty has been paid. The Lessee may maintain the lease for four more successive years by Lessee paying compensatory
royalty at the royalty rate provided in the lease of the market value of production from the well causing the drainage or which is completed in the same producing
reservoir and within one thousand (1,000) fest of the leased premises. The compensatory royalty is to be paid monthly, one-half (1/2) to the Commissioner of the
General Land Office and one-half (1/2) to the owner of the soil, beginning on or before the last day of the month foilowing the month in which the oil orgasis
produced from the well causing the drainage or that is completed in the same producing reservoir and located within one thousand (1,000) 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 4
difference within thirty (30) days from the end of the 12-month period. Compensatory royalty payments which are not timely paid will accrue penalty and interest In
accordance with Paragraph 9 of this lease. None of these provisions will relieve Lesses of the obligation of reasonable development nor the obligation to drill offse .
wells as provided in Texas Natural Resources Code 52.173; however, at the determination of the Commissioner, and with the Commissioner’s written approval, the

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

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

(A) VERTICAL. In the event this leasc is in force and effect two (2) years after the exriration date of the primary or extended term it shall then terminate
as 1o all of the leased premises, EXXCEPT (1) 40 acres surrounding each oil well capable of producing in paying quantities and 320 acres surrounding each gas well
capable of producing in paying quantities (including a shut-in oil or gas well as provided in Paragraph 14 hereof), or a well upon which Lessce is then engaged in
continuous drilling or reworking operations, or (2) the number of acres included in a producing pocled unit pursuant to Texas Natural Resources Code 52.151-
52.152, or (3) such greater or lesser number of acres as may then be allocated for production purposes to a proration unit for cach such producing well under the rules
and regulations of the Railroad Commission of Texas, or any successor agency, or other governmental authority having jurisdiction. If at any time after the effective
date of the partial termination provisions bereof, the applicable ficld rules are changed or the well or wells located thereon are reclassified so that less acreage is’
thereafter allocated to said well or wells for production purposes, this lease shall thereupon terminate as to all acreage not thereafter allocated to said well or wells for
production purposes. Notwithstanding the termination of this lease as to a portion of the lands covered hereby, Lesses shall nevertheless continue to have the right of
ingress to and egress from the lands still subject to this lease for all purposes described in Paragraph 1 hereof, together with 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
retajegdfands and for the gathering or transportation of oil, gas and other minerals produced from the retained lands. :

e a0
Jass SB) 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 a8 to all depths below 100 feet below the total depth drilled (hereinafter "deeper depths™) in each well located on acreage retained in Paragraph 16 (A)
above,s unless on or before two (2) years after the primary or extended term Lessee pays an amount equal to one-half (1/2) of the bonus originally paid as
congideration for this lease (as specified on page 1 hereof). If such amount is paid, this lease shall be in force and effect as to such deeper depths, and said
terr§indyqn,shall be delayed for an additional period of two (2) years and so long thercafter as oil or gas is produced in paying quantities from such deeper depths

covered by this lease. z

o’ o " {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 we !'lbc.aud 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
terrghn 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
d:pds'nol. tained 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 wheGoneral 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 (50)
days'du‘b'sing 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
depthes be released hereunder and record such instrument at Lessee's expense in the county or counties where the lease is located and in the official records of the

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

eseae
- .

e 17. OFFSET WELLS. Neither the bonus, delay rentals, nor royalties paid, or to be paid, under this lease shall relieve Lesses of his obligation to protect
the oil and gas under the above-described land from being drained. Lessee, sublessee, recziver or other agent in control of the leased premises shall drill as many
well8 3¢ th 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 il 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
draimeR Yy oduction 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 premises, or from producing oil or gas from the leased premises by reason of war, rebellion, riots, strikes, acts of God, or
any valid order, rule or regulation of government authority, then while so prevented, Lessee's obligation to comply with such covenant shall be suspended and Lessee
shall not be liable for damages for failure to comply with such covenants; additionally, this lease shall be extended while Lessee is prevented, by any such cause,
from conducting drilling and reworking operations or from producing oil or gas from the leased premises. However, nothing in this paragraph shall suspend the
payment of delay rentals in order to maintain this lease in effect during the primary term in the absence of such drilling or reworking operations or production of oil
or gas.
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19. WARRANTY CLAUSE. The owner of the soil warrants and agrecs to defend title to the leased premises. 1f the owner of the soil defaults in
payments owed on the [eased 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 payments from uulm
rental and royalties due the owner of the soil.

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

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

without the prior consent of the owner of the soil.

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

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

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

25. POLLUTION. In developing this area, Lessce shall use the highest degree of care and all proper safeguards to prevent pollution. Without limiting the
foregoing, pollution of coastal wetlands, natural waterways, rivers and impounded water shall be prevented by the use of containment facilities sufficient to prevent
spillage, seepage or ground watsr contamination. In the event of pollution, Lessee shall use all means at its disposal to recapture all escaped hydrocarbons or other
pollusans and shall be responsivic for all damage to public and private properties.. Lessee shall build and maintain fences around its slush, sump, and drainage pits
and%aflehateries so as to protect livestock against loss, damage or injury; and upon completion or abandonment of any well or wells, Lessee shall fill and level all
slushepjis @nd cellars and completely clean up the drilling site of all rubbish thereon. Lessee shall, while conducting operations on the leased premises, keep said
prethisg? frfe 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
conditipn and contours as is practicable. Tanks and equipment will be kept painted and presentable. 53

LR : ,

s *,. .26 REMOVAL OF EQUIPMENT. Subject to limitations in this paragraph, Lessee shall have the right to remove machinery and fixtures placed by
Lesses on the leased premiscs, including the right to draw and remove casing, within one hundred twenty (120) days after the expiration or the termination of this
lease unless the owner of the soil grants Lesses an extension of this 120-day period. However, Lessee may not remove casing from any well capable of producing oil
and.aastia Raying quantities. Additionally, Lessee may not draw and remove casing until after thirty (30) days written notics to the Commissioner of the General

fce and to the owner of the soil. The owner of the soil shall become the owner of any machinery, fixtures, or casing which are not timely removed by Lessee
undf:&! of this paragraph.
LA

eeteed’- (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§nay e 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 %g5jgns” However, a change or division in ownership of the land, rentals, or royaltics will not enlarge the obligations of Lessee, diminish the rights, privileges
and estates gf Lessee, impair the effectiveness of any payment made by Lessee or impair the effectiveness of any act performed by Lessee. And no change or
divisigt %P @wnership of the land, rentals, or royalties shall bind Lessee for any purpose uatil thirty (30) days after the owner of the soil (or his heirs, devisees, legal
represegtatives or assigns) furnishes the Lessee with satisfactory written evidence of the change in ownership, including the original recorded muniments of title (ora
certified copy of such original) when the ownership changed because of a conveyance. A total or partial assignment of this lease shall, to the extent of the interest
issiyv.ti.'ngcve 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 ugul-shgll 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 3
certified copy of such assignment in the General Land Office before the next rental paying date, the entire lease shall terminate for failure to pay the entire rental due
under Paragraph 3. Every assignee shall succeed to all rights and be subject to all obligations, liabilities, and penalties owed to the State by the original lessee or any
prior assignee of the lease, including any liabilitics to the State for unpaid royaltics.

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

of the owner may be forfeited by the Commissioner. An assignment will be treated as if it were made 1o the owner of the soil if the assignes is:

(1) a nomines 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 parmership in which the owner of the soil is a parmer or is an employez of such a partnership;
(4) a principal stockhclder or employee of the corporation which is the owner of the soil;

(5) a partner or employee in a partmership which is the owner of the soil; .
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(6) a fiduciary for the owner of the soil; including but not limited 10 a guardian, trustee, exccutor, administrator, receiver, or conservator for the
owner of the soil; or
(7) a family member of the owner of the soil or related to the owner of the soil by marriage, bloed, or adoption.

28. RELEASES. Under the conditions contained in this paragraph and Paragraph 29, Lessee may at any time execute and deliver to the owner of the soil
and place of record a release or releases covering any portion or portions of the leased premises, and thereby surrender this lease as to such portion or pertions, and be
relieved of all subsequent obligations as to acreage surrendered. If any part of this Jease is properly surrendercd, the delay rental due under this lease shall be reduced
by the proportion that the surrendered acreage bears to the acreage which was covered by this lease immediately prior to such surrender; however, such release 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 accompaniced by the prescribed filing fee. If any such
assignment is not so filed, the rights acquired under this lease shall be subject to forfeiture at the option of the Commissioner of the General Land Office.

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

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

interests.

32. FORFEITURE. If Lessee shall fail or refuse to make the payment of any sum within thirty days after it becomes due, or if Lesses or an authorized
agent should knowingly make any false return or false report conceming production or drilling, 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 o file reports in the manner
required by law or fail to comply with rules and regulations promulgated by the General Land Office, the School Land Board, or the Railroad Commission, or if
Lessee should refuse the proper authority access to the records pertaining to operations, or if Lessee or an authorized agent should knowingly fail or refuse to give
correct information to the proper authority, or knowingly fail or refuse to furnish the General Land Office a correct log of any well, or if Lessee shall knowingly
violate any of the material provisions of this lease, or if this lease is assigned and the assignment is not filed in the General Land Office as required by law, the rights
acquired under this lease shall be subject to forfeiture by the Commissioner, and he shall forfeit same when sufficiently informed of the facts which authdrize a
forfeiture, and when forfeited the arca shall again be subject to lease under the terms of the Relinquishment Act. However, nothing herein shall be construed as
waiving the automatic termination of this lease by operation of law or by reason of any special limitation arising hereunder. Forfeitures may be set aside and this
lease and all rights thereunder reinstated before the rights of another intervene upon satisfactory evidence to the Commissioner of the General Land Office of furure
compliance with the provisions of the law and of this lease and the rules and regulations that may be adopted relative hereto.

33. LIEN. In accordance with Texas Natural Resources Code 52.136, the State shall have a first lien upon all oil and gas produced from the area covered
by %5J&8g to sccure 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
Statein¥8dition to the lien provided by Texas Natural Resources Code 52.136 and any other applicable statutory lien, an express contractual lien on and security
integ? %)l 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
proce®8s ar® held by Lessee or by a third party, and all fixtures on and improvements to the leased premises used in connection with the production or processing of
such letsed minerals in order 1o secure the payment of all royalties or other amounts due or to become due under this lease and o secure payment of any damages or
losspthat 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
forexclosedwith or without court proceedings in the manner provided in the Title 1, Chapter 9 of the Texas Business and Commerce Code. Lessee agrees that the
Commissioner may require Lessee to executs and record such instruments as may be reasondbly necessary to acknowledge, aftach 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
lhi!-i:s:.. $€hould the Commissioner at any time determine that this representation is not true, then the Commissioner may declare this lease forfeited as provided

herein. ™

see
- 54. 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 AP Pterest 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
Bogr & 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* 52151-52.153. The owner of the soil agrees that the inclusion of this provision in this lease satisfies the execution requirements stated in Texas Natural

Rcsgm?od: 52.152.
L

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

CONCURRENT, ACTIVE, OR PASSIVE. True and Correct
copy of
Original filed in
Reeves County

Clarke N#ina




36. ENVIRONMENTAL HAZARDS. Lessee shall use the highest degree of care and all reasonable safeguards to prevent contamination or pollution of .
any environmental medium, including soil, surface waters, groundwater, sediments, and surface or subsurface strata, ambient air or any other environmenta) medium -
in, on, or under, the leased premises, by any waste, pollutant, or contaminant. Lessce shall not bring or permit to remain on the leased premises any asbestos
containing materials, explosives, toxic materials, or substances regulated as hazardous wastes, hazardous materials, hazardous substances (as the term *Hazardous
Substance” is defined in the Comprehensive Environmental Response, Compensation and Liability Act (CERCLA), 42 U.S.C. Sections 9601, et seq.), or toxjc
substances under any federal, state, or local law or regulation (“Hazardous Materials™), except ordinary products commonly used in connection with oil and gas
cxploration and development operations and stored in the usual manner and quantities. LESSEE'S VIOLATION OF THE FOREGOING PROHIBITION

SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND LESSEE SHALL INDEMNIF Y, HOLD HARMLESS AND
DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST ANY CLAIMS, DAMAGES, JUDGMENTS, PENALTIES,
LIABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS' FEES AND COURT COSTS) CAUSED BY OR ARISING OUT OF () A
VIOLATION OF THEFOREGOING PROHIBITION OR (I) THE PRESENCE, RELEASE, OR DISPOSAL OF ANY HAZARDOUS MATERIALS ON,
UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OR CONTROL OF THE LEASED PREMISES. LESSEE SHALL
CLEAN UP, REMOVE, REMEDY AND REPAIR ANY SOIL OR GROUND WATER CONTAMINATION AND DAMAGE CAUSED BY THE
PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE’S
OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITH THE REQUIREMENTS OF APPLICABLE LAW. THIS
INDEMNIFICATION AND ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE ACTIONS UNDERTAKEN
PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IMMEDIATELY GIVE THE STATE OF
TEXAS AND THE OWNER OF THE SOIL WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS PARAGRAPH, UPON
LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY GOVERNMENTAL
AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBLIGATIONS OF LESSEE
HEREUNDER SHALL SURYIVE THE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF THIS AGREEMENT.

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

38. EXECUTION. This oil and gas lease must be signed and acknowledged by the Lessee before it is filed of record in the county records and in 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. ' ' :

39. LEASE FILING. Pursuant to Chapter 9 of the Texas Business and Commerce Code. this lease must be filed of record in the office of the County
Clerk in any county in which all or any part of the leased premises is located, and certified copies thereof must be filed in the General Land Office. This lease is not
effective until a centified copy of this lease (which is made and centified by the County Clerk from his records) is filed in the General Land Officz in accordance with

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

* See Exhibit "A" Attac;e? for Additional Provisions

Y Tty :

R LESSEE '

oo o BY: Ciav Johnson

., TITLE: :
 Teee oare___ IEB- N

. e "
stal STATE OF TEXAS

/ - WWW/C/ BY: o

‘ggg%ﬁ?ﬂﬁﬁgsident of RC Star fﬂﬂ?&%{mﬁ%ﬁgyg “PATENEY of H-S

xgg'
[MgL_f q- g Minerals and Realty, LT Tax
T Fed. Tax

L : LR .E
STATE OF TEXAS STATE OF TEXAS
B¥ssses BY:
Individually and as agent for the State of Texas Individually and as agent for the State of Texas
esseed .
Dad__ * Date:

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

COUNTY OF,

BEFORE ME, the undersigned authority, on this day personally appeared
h‘lowntnmelnbclhepcmonwbosemhmbmhdm&ﬁemhghmhﬂ

(CORPORATION ACKNOWLEDGMENT)

—

of

mdackncwledgedmmeﬂmhcmdmgmc -

forthepu:posr.smdwqmmexpmscd.h:bsapnllymd.mdumemmmdofMW

STATE OF
COUNTY OF,

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

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

;19

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

Notary Public in and for

(CORPORATION ACKNOWLEDGMENT) "

of

and acknowledged to me that he executed the same

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

STATE OF

day of

»19

Given under my hand and seal of office this the,

TEXAS

codemide__ YOS

Notary Public in and for

(INDIVIDUAL ACKNOWLEDGMENT)

Shephard, President of RC

. . »
**  Pcfore me, the undersigned authority, on this day personally appearsd__ Cydney H.
General Partner of H-S Minerals an

Realtyv, Ltd.

Star L. L.C. .

knowm 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
®e%e’ JANA JULER
-o\:ii Notary Public, State of Texas
‘e My Commission Expires
Cl'..: JULY21,2002
s
sTAtson® {JHG%S

2y day of %DWW

— l9q‘6

cou&ﬂ'bi miou-ﬂ/"‘d

CUM\/[UULW

No

putfic inYod for_| (V1S (,o’ B

(INDITVIDUAL ACKNOWLEDGMENT)

Char) Qotmsan

Bd’ore me, the undersigned authority, on this day personally appearcd

known lo me ;o be the persons whose names are subscribed to the foregoing instrument, and acknowledged to me zha: they executed the same for the purposes and

consi

erein expressed.

29

day of

Sept 99

Given under my hand and seal of office this the

PECEN MON:’CA MARLOU%E
33 NOTARY PUBLI
z *.75\‘\"’ i) State of Texas
3 {?‘ OF "ff' Comm. Exp. 10-30-99

P et

i o e

e Tl

Notary Public in and for

7 oxwO

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




“EXHIBIT A”

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

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

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

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

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

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

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

7 Notwuhstandmg any other provisions of this lease to the contrary, it is expressly understood and agreed that Lessee will not
o.t .Pollute any water aquers or fresh water in, upon or under the leased premises, and Lessee agrees to notify the owner of the soil
e _lp writing if fresh water is encountered during drilling, or if a fresh water formation is penetrated.
.. .
8. « Lessee further agrees to maintain all drill sites and other portions of the surface used or occupied by Lessee, its successors or
2s_ assigns, free and clear of weeds and noxious vegetation and will maintain the same in a reasonable manner to prevent additional
¢ edamage to the owner of the soil’s other land and crops. -

S *Upon written demand by the owner of the soil, Lessee shall build and maintain fences around its slush, sump and drainage pits
“e *4nd tank batteries to protect livestock against loss, damage or injury; and upon completion or abandonment of any well or wells,
'"'B!ssee shall fill and level off all slush pits and cellars and completely clean up the drill site of all rubbish thereon.

w,. ,l:essee further agrees that in the event of a dry hole or production from a well which production ceases and the abandonment of
¢ Jesilth well, or upon the abandonment of any well location, drillsite, tank battery site or roadway, the premises will be restored as
nearly as rcasonably possible to its former condition at the cost and expense of the Lessee, it being the intention of the parties
*“Yeteto that the Lessee shall restore the surface to as nearly the state that it is in at the time of execution of this lease.
kLo Iﬂll 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.

YT TE B
'] v
CERTIFIED TRUE AND CORRECT COPY CERTIFICAT True and Correct
STATE OF TEXAS NO. —
COUNTY OF REEVES FELE copy of

The above and foregoing'is 8 FI\‘HMJ co:;'e(" 41;£2D%c copy of the
original record now, in my lawiul custody and possession. as the same IS
lied regeg SRR X R KKK RO

PABR X K3 ; ABERECORDED IN THE

Qriginal filed in
Reeves County
Clerks Office

Cr—
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11TAN HESUUHUES, L.F. *

ACQUISITIEB%QQ%&ER OF THE GENERAL LAND OFFICE 11/3/98

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

Virginia Glenn Hill Lattimore, James Robert Hill & John A.
Styrsky, Co-Trustees of the Houston & Emma Hill Trust
Estate, Virginia Glenn Hill Lattimore, Individually; &
James Robert Hill, Individually, Lessor, in favor of Clay
Johnson, Lessee, covering all of Sections 43,44 & 45,
Block 59, PSL Survey, Reeves County, Texas.

ACQUISITION CHESKSIER OF THE GENERAL LAND OFFICE 11/3/98

PARAGON #299:Lease Bonus

'l..l
" e
s
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.
esssee
. .
L
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e aasa ol
LY L]

b
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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

Virginia Glenn Hill Lattimore, James Robert Hill & John A.
Styrsky, Co-Trustees of the Houston & Emma Hill Trust
Estate, Virginia Glenn Hill Lattimore, Individually; &
James Robert Hill, Individually, Lessor, in favor of Clay
Johnson, Lessee, covering all of Sections 43,44 & 45,
Block 59, PSL Survey, Reeves County, Texas.

04538

\'13.,500.00

002838

13,500.00

13,500.00



AN AEDUURLVED, L.F. &

F‘CQU'S'T'%%%}B%ER OF THE GENERAL LAND OFFICE 11/2/98 g § 2 1
PARAGON #299:Lease Bonus Payment in full of 1/2 Lease Bonus Consideration due 7.000.0

the State of Texas for Oil & Gas Lease

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

Meeker Investments, Inc., by Robert W. Debolt,
President, & J.J. Meeker, Individually, Lessor, in favor of
Clay Johnson, Lessee, covering all of Sections 43,44 &
45, Block 59, PSL Survey,

Reeves County, Texas.

Checking Lease Bonus /\Z.OO0.00
TITAN RESOURCES, L.P.
ACQUISITIQR GHIFSSRYRER OF THE GENERAL LAND OFFICE 11/2/98 002821
*RARAGON #299:Lease Bonus Payment in full of 1/2 Lease Bonus Consideration due 7.000.00
s 00 the State of Texas for Oil & Gas Lease
S dated 08/19/98 from the State of Texas by Agent
il Meeker Investments, Inc., by Robert W. Debolt,
s President, & J.J. Meeker, Individually, Lessor, in favor of
S i Clay Johnson, Lessee, covering all of Sections 43,44 &
. .' s 45, Block 59, PSL Survey,
'\.." L Reeves County, Texas.
e *
¢ @
‘ - .....‘.
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LA E X RN
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Checking Lease Bonus 7,000.00



1HTAN HEDUUHLED, L.F. w7

ACQUISITIQN GHEGKINR £ oF THE GENERAL LAND OFFICE 1298 002811

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

the State of Texas for Oil & Gas Lease

i A ddted 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 all of Sections
43,44 & 45, Block 59, PSL Survey,
Reeves County, Texas.

w0
w
o
—
¥
=
~J
~

Checking Lease Bonus ) 7,000.00
TITAN RESOURCES, L.P. '
ACQUISITIQRAFHSSRIAER OF THE GENERAL LAND OFFICE 11/2/98 002811
PARAGON #299:Lease Bonus Payment in full of 1/2 Lease Bonus Consideration due 7,000.00
the State of Texas for Oil & Gas Lease
R dated 08/19/98 from the State of Texas by Agent
M n: Julian Wade Meeker, Daniel Hill Meeker & Lawrence
T Hill Meeker, Trustees UWO J.R. Meeker for the
Mttt ! lifetime benefit of L.H. Meeker, Lessor, in favor of,
L Clay Johnson, Lessee covering all of Sections
at ey 43,44 & 45, Block 59, PSL Survey,
I Reeves County, Texas.
o ege
®%e000
L] .
.Ol:o:
.
eseeee
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®esvne
. ®
(LR RN ]
L] .
Checking Lease Bonus 7.000.00



HHTAN AEDUURLED, L.F. W

ACQUISITIN GRRSEINRER OF THE GENERAL LAND OFFICE 11/2/98 99%@ 01

PARAGON #299:Lease Bonus Payment in full of 1/2 Lease Bonus Consideration due
the State of Texas for Oil & Gas Lease

B " dated 08/19/98 from the State of Texas by Agent
KPW RevocableTrust; MSW Revocable Trust; &
MLH Revocable Trust, Lessor, in favor of Clay Johnson,
Lessee, covering all of Sections 43,44, &45,
Block 59, PSL Survey,
Reeves County, Texas.
14054
| 7
[f
Checking Lease Bonus \ 6,187.50
TITAN RESOURCES, L.P. ‘
ACQUISITION (ARRSIMAER OF THE GENERAL LAND OFFICE 11/2/98 002801
PARAGON #299:Lease Bonus Payment in full of 1/2 Lease Bonus Consideration due 6,187.50

the State of Texas for Oil & Gas Lease
dated 08/19/98 from the State of Texas by Agent
KPW RevocableTrust; MSW Revocable Trust; &
e MLH Revocable Trust, Lessor, in favor of Clay Johnson,
LR 1) Lessee, covering all of Sections 43,44, &45,
:\’,\ Block 59, PSL Survey,

hee Reeves County, Texas.
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Checking Lease Bonus

r : 6,187.50
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TTAN HESUURUEDS, L.V,

ACQUISTIQNRRSSINRER OF THE GENERAL LAND OFFICE 11/3/98

PARAGON #299:Lease Bonus Payment in full of 1/2 Lease Bonus Consideration due
the Ssatz of Texas for Oil & Gas Lease
dated 08/19/98 from the State of Texas by Agent
Dorothy Jean Keenom, Individually & as Trustee of the
Thomas Hill Puff Trust & the Nancy Puff Jones Trust,
Lessor, in favor of Clay Johnson, Lessee covering all of
Sections 43,44 & 45, Block 59, PSL Survey,
Reeves County, Texas.

99014091

Checking Lease Bonus

TITAN RESOURCES, L.P.

ACQUISITIGR ARSI ER OF THE GENERAL LAND OFFICE 11/3/98
*PARAGON #299:Lease Bonus Payment in full of 1/2 Lease Bonus Consideration due
.'::'. the State of Texas for Oil & Gas Lease
. L

dated 08/19/98 from the State of Texas by Agent
Dorothy Jean Keenom, Individually & as Trustee of the

:f:f‘:: Thomas Hill Puff Trust & the Nancy Puff Jones Trust,
. Lessor, in favor of Clay Johnson, Lessee covering all of
::‘3'5 Sections 43,44 & 45, Block 59, PSL Survey,
'; Reeves County, Texas.
..oto:
: . * LN :
.
sssses
L
sseeae
L .
sssnse
Checking Lease Bonus
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) 6.187.50

002827

6.187.50

6,187.50



1TAN HEDUUHLED, L.F. 1/

ACQUISITIBNGRASKINRER OF THE GENERAL LAND OFFICE 11/2/98 Qggnz 97

PARAGON #299:Lease Bonus Payment in full of 1/2 Lease Bonus Consideration due
the State of Texas for Oil & Gas Lease

) " dated 08/19/98 from the State of Texas by Agent
Windi Phillips 1983 Trust, Philip J. Boschetti & John L.
Marion, Trustees, Lessor, in favor of Clay Johnson,
Lessee, covering all of Sections 43,44, & 45, 9
Block 59, PSL Survey, an :
Reeves County, Texas. b Ol 4 O 6 2
Checking Lease Bonus /13,500.00
TITAN RESOURCES, LP. '
ACQUISITIQN AVRSKRINER OF THE GENERAL LAND OFFICE 11/2/98 002797
PARAGON #299:Lease Bonus Payment in full of 1/2 Lease Bonus Consideration due 3,500.00
the State of Texas for Qil & Gas Lease
dated 08/19/98 from the State of Texas by Agent
Windi Phillips 1983 Trust, Philip J. Boschetti & John L.
. oo Marion, Trustees, Lessor, in favor of Clay Johnson,
LI 0 Lessee, covering all of Sections 43,44, & 45,
s S 4 5 Block 59, PSL Survey,
thee’ Reeves County, Texas.
‘2’ 0
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.
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L] : aee :
Checking Lease Bonus : 3,500.00



ACQUISITION CHECKING

COMMISSIONER OF THE GENERAL LAND OFFICE 11/3/98

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

H-S Minerals & Realty, Ltd., Lessor, in favor of Clay
Johnson, Lessee, covering all of Sections 43,44 & 45,
Block 59, PSL Survey, Reeves County, Texas.

ACQUISITIQURHATASNSNER OF THE GENERAL LAND OFFICE 11/3/98

PARAGON #299:1ecase Bonus

.
es ev s ne
2% et ce ou
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o S8 Cn
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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

H-S Minerals & Realty, Ltd., Lessor, in favor of Clay
Johnson, Lessee, covering all of Sections 43,44 & 45,
Block 59, PSL Survey, Reeves County, Texas.

002850

562.50

| 562.50

002850

562.50

562.50



AN HEDUUHRLED, L.F.7

P'CQUISITIBBI&%%QBQER OF THE GENERAL LAND OFFICE 11/3/98 Dp; § 3 5
& PARAGON #299:].ease Bonus Payment in full of 1/2 Lease Bonus Consideration due 62.5

the State of Texas fos Qil & Gas Lease
4 dated 08/19/98 from the State of Texas by Agent

Hill Investments, Ltd., Lessor, in favor of Clay Johnson,

Lessee, covering all of Sections 43,44 & 45, Block 59,

PSL Survey, Reeves County, Texas.
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Checking Lease Bonus A.562.50
TITAN RESOURCES, L.P.
ACQUISITIONGHFSSIMRER OF THE GENERAL LAND OFFICE 11/3/98 002835
:Lease Bonus ayment 1n full o ease Bonus Consideration due 562.50
PARAGON #299:L B P infull of 1/2 L B Consideration d
the State of Texas for Oil & Gas Lease
o dated 08/19/98 from the State of Texas by Agent
S Hill Investments, Ltd., Lessor, in favor of Clay Johnson,
-::5:: Lessee, covering all of Sections 43,44 & 45, Block 59,
L PSL Survey, Reeves County, Texas.
L ) .
*%es
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Checking Lease Bonus 3 562.50
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Texes General
Land Office

David Dewhurst
Commissioner

Stephen F. Austin Building

1700 North
Congress Avenue

Austin, Texas
78701-1495

512-463-5001

August 13, 1999

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

Re:  RELINQUISHMENT ACT LEASE No. M-100246
Secs. 43, 44 & 45, Blk. 59, PSL Sur.
1920 gross ac./1780 net ac. Reeves County

Dear Mr. Ready:

The certified copy of the Relinquishment Act lease covering the above
referenced tract has been approved and filed in our records under mineral file
number M-100246. Please refer to this number in all future correspondence
concerning the lease.

Your remittance of $44,500.00, 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,

Ly 2,
Drew Reid ;f M
Minerals Leasing
Energy Resources

(512) 475-1534

MS/DR
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Check #101286

Property Id /| MMS

Eff. Date

Recording Information

State

County/Parish

TX299-389-270-001-00
M-100246

08/19/1998 | 11/09/98 BK 596 PG 701 ENTRY 003082

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

Block 59, Public School Land Survey

Austin, TX 78701

Section 43: All
Section 44: All
Section 45: All
N0 61391
0 C

Payee Name & Address SSN/Tax 1d Nufhber
State of Texas, acting by and through the
Commissioner of the General Land Office Federal Tax Withheld
1700 N. Congress Avenue 0.00

Account Number

Total Bank Charges

0.00
Payment Period Payment Amount Bank Service Property Property
Due Date | (in months) Description Due Charges Sub-Type Sub-Id
08/19/2000 12 Delay Rental 70.00 0.00
ee @
..‘ .‘
| | 0.00 | 0.00 | | .
L]
L] : L]
| [ 0.00] 0.00 I $ il
L
Fd | 0.00 0.00] | s
LA L]
£t 1 | 0.00 | 0.00 | | S

Instructions to depository: you have been designated as depository for the above described payment(s). Please credit the proceeds thereof to the parties
named and in the amounts indicated. Should any difficulty arise, make the deposit in a special account, and contact us immediatelN 0 1 O 1 2 8 6
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Check #101288

Preperty Id /| MMS Eff. Date Recording Information State County/Parish
» TX299-389-270-002-00 08/19/1998 | 11/09/98 BK 596 PG 611 ENTRY 003072 TEXAS Reeves
M-100246

Property Name / Lessor

State of Texas, acting by and through its agent, KPW Revocable Trust; MSW Revocable Trust; and MLH Revocable Trust

Property Legal Description

Block 59, Public School Land Survey
Section 43: All
Section 44: All

Section 45: Al a0 Bl 4Q0

A 18;)”(5

Payee Name & Address SSN/Tak 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
+ 70701 - ———— e e e >
RN, T L Account Number

r

Total Bank Charges

0.00
Paypept Period Payment Amount Bank Service Property Property
Dug pate | (in months) Description Due Charges Sub-Type Sub-Id
081943000 12 Delay Rental 123.75 0.00
L]
K T | 0.00] 0.00] |
_f A | | | 0.00] 0.00] [
. L g LR .
ig | | | 0.00] 0.00] |
/11 [ [ 0.00] 0.00] [

Instructions to depository: you have been designated as depository for the above described payment(s). Please credit the proceeds thereof to the parties
named and in the amounts indicated. Should any difficulty arise, make the deposit in a special account, and contact us |mmed|ateIN 0 1 O 1 2 8 8
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Check #101290

Property Id / MMS Eff. Date Recording Information State County/Parish
TXZ99-389-270-003-00 08/19/1998 | 11/09/98 BK 596 PG 393 ENTRY 003048 TEXAS Reeves
M-100246

Property Name / Lessor

Benefit of L. H.

Meeker

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

Property Legal Description

Section 43: All
Section 44: All
Section 45: All

Block 59, Public School Land Survey

(S 14

\/ ) “' ’ A 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 TV D T
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 140.00 0.00
LEET ]
fyee | 0.00| 0.00] |
. LE LX) -
ssee
1Y 0.00 | 0.00 |
LA LN ] .:
L] L]
[ope | 0.00] 0.00 [
.
L T )
“dhe" | 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 ummednatelN 0 1 0 1 2 g 0
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Check #101292

Property Id /| MMS

Eff. Date

Recording Information

State

County/Parish

TX299-389-270-004-00
M-100246

08/19/1998 | 11/09/98 BK 597 PG 105 ENTRY 003124

TEXAS

Reeves

Property Name / Lessor

State of Texas, acting by and through its agent, Meeker Investments, Inc., by Robert W. Debolt, President and J. 1. Meeker, Individually

Property Legal Description

Section 43: All
Section 44: All
Section 45: All

Block 59, Public School Land Survey

N0 61407

-

v L) A
A/ Il

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 e
08/19/2000 12 Delay Rental 140.00 0.00 Tee »
ase
/]| | 0.00| 0.00 ] | il
:.. seew
/1] I 0.00| 0.00 ]
[EXL]
/[l | 0.00] 0.00] | cose
rr 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 lmmediatelN 0 1 0 1 2 g 2
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Check #101294

Property Id /| MMS Eff. Date Recording Information State County/Parish
v TX299-389-270-005-00 08/19/1998 | 11/09/98 BK 596 PG 449 ENTRY 003054 TEXAS Reeves
M-100246
Property Name / Lessor
State of Texas, acting by and through its agent, Dorothy Jean Keenom, Individually and as Trustee of the Thomas Hill Puff Trust and as Trustee of the
Nancy Puff Jones Trust
Property Legal Description
Block 59, Public School Land Survey
Section 43: All
Section 44: All
Section 45: All A 3
‘ 00 61406
Payee Name & Address SSN/ 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 123.75 0.00
Nl iy 4N | [ [ 0.00] 0.00] |
L]
. _*
T ] | [ 0.00] 0.00] [
-
sesse e
L) -
/1] [ I 0.00] 0.00] [
L]
x| I [ 0.00] 0.00] I
- *8

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 |mmedfaterN 0 1 0 1 2 9 4
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Check #101296

Pivperty Id /| MMS Eff. Date Recording Information State County/Parish
TX299-389-270-006-00 08/19/1998 | 11/09/98 BK 596 PG 584 ENTRY 003069 TEXAS Reeves
M-100246
Property Name / Lessor
State of Texas, acting by and through its agent, Hill Investments, Ltd. ]
Property Legal Description
Block 59, Public School Land Survey
Section 43: All
Section 44: All \
Section 45: Al an 6141 0
X 11,
Payee Name & Address SSN/Tax Id Number 3
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 11.25 0.00
771 L [ 0.00] 0.00] [
4 (s
P m— ;;‘J LX)
77 & = = | 0.00] 0.00] ee' s
— ——— "
~' =t U .
W TV = [ 0.00] 0.00] [ :
(___\ i o :l. L : L
ey 89 5
i lewr @& | = | 0.00 | 0.00] | i
Z) \ XXX ]

Instructions to depository: you have been designated as depository for the above described payment(s). Please credit the proceeds thereof to the paigs «*

named and in the amounts indicated. Should any difficulty arise, make the deposit in a special account, and contact us immediatel
N2 101296



TAE LI
O
/




Check # 101298

Property Id / MMS

Eff. Date

Recording Information

State

County/Parish

TX299-389-270-007-00
M-100246

08/19/1998

11/09/98 BK 596 PG 485 ENTRY 003058

Reeves

Property Name / Lessor

State of Texas, acting by and through its agent, Virginia Glenn Hill Lattimore, James Robert Hill and John A. Styrsky, Co-Trustees of the Houston and
Emma Hill Trust Estate; Virginia Glenn Hill Lattimore, Individually; and James Robert Hill, Individually

Property Legal Description

Section 43: All
Section 44: All
Section 45: All

Block 59, Public School Land Survey

00 6139&h

O«

-
s |

)%

Payee Name & Address

it L .
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 e
Due Date | (in months) Description Due Charges Sub-Type Sub-Id e
08/19/2000 12 Delay Rental 270.00 0.00 g
see
fr [ 0.00] 0.00] I Teees
aeee
i | | 0.00 | 0.00] | cese
seees
¢ r | 0.00] 0.00] |
i 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 lmmedlatelyN 0 1 U 1 2 9 8
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Check #101300

Property Id / MMS Eff. Date Recording Information State County/Parish
TX299 389-270-008-00 08/19/1998 | 11/09/98 BK 596 PG 755 ENTRY 003088 TEXAS Reeves
M-100246
Property Name / Lessor
State of Texas, acting by and through its agent, H-S Minerals and Realty, Ltd.
Property Legal Description
Block 59, Public School Land Survey v
Section 43: All
Section 44: All .
llps 1385
Section 45: Al 00 bl 33
s { :
3
Payee Name & Address SSN/Tax Id Number
State of Texas, acting by and through the
Commissioner of the General Land Office Federal Tax Withheld
1700 N. Congress Avenue 0.00
Austin, TX 76701 Account Number
Total Bank Charges
0.00
Payment Period Payment Amount Bank Service Property Property
Due Date | (in months) Description Due Charges Sub-Type Sub-Id
087 92000 12 Delay Rental 11.25 0.00
TEES
Sase
. .
i | l [ 0.00 0.00 I
0:-..-
di | | [ 0.00] 0.00 | |
': L]
L]
2%%) | | I 0.00] 0.00 l
. o8
T [ | 0.00] 0.00] [

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