LeaseDate

Aug 19 1998
Aug 19 1998
Aug 19 1998
Aug 19 1998
Aug 19 1998

Rentals: %75‘

Lease
Admin:

Minera
Maps:

Acres Status

97.50 ACTIVE
50.55 ACTIVE
50.55 ACTIVE
44 .68 ACTIVE
25,20 ACTTIVE

STATE LEASE MF100248

CONTROL BASEFILE

07-104849 151745 = REEVES

SURVEY PUBLIC SCHOOL LAND

BLOCK : 58
TOWNSHIP : 00
SECTION/TRACT: 14
BART © E/2, sW/4 Y
ACRES : 480.00&\ 32135y we

DEPTH LIMITS : NO

LESSEE : JOHNSON, CLAY
LEASE DATE goBugt 1901988
PRIMARY TERM : 5 yrs

BONUS ($) £ 0,00

RENTAL ($) 2 LG 10)
ROYALTY : 0.18750000

VAR ROYALTY
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'~TEXAS GENERAL LAND OFFICE

GARRY MAURO
COMMISSIONER

Tox; 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

MEMORANDUM

DATE:  09-Sep-98

Base File #: 151745

Section: 14 Block: 58 Abstract: 5769
Survey: PUBLIC SCHOOL LAND
Prim. Term: 5 years Bonus/Acre $50.00
Royalty: 3/16 Rental/Acre $1.00

Consideration o A

Recommended: . TASD - @

Not Recommended:

Comments:

Lease Form

Recommended: [% f(/a[ﬂ{

Not Recommended:

Comments:

Spencer Reid, Senior Deputy Date: ?-’/ G - ?g

Recommended: i@

Not Recommended:

Garry Mauro, Commissioner Date:
TN

Approved:
Not Approved:



RAL REVIEW SHEET

Transaction 2791 Goologist: L. Collier

lesso-  KPW Revocable Trust; MSW Revocable Trust; & MLH Rev | gasq Date: 8/19/98 ®

Lesses: Clay Johnson Acres: 44.68

LEASE DESCRIPTION

County BasaFlaNo Part Soc. Block Twp Survey Abst#

REEVES - 151745 E/2 & SWi4 14 58 00  PUBLIC SCHOOL LAND 5769
yg0 Ao

TERMS DFFERED TERMS

Primary Term: (D years Primary Term 5 years

Bonus/Acre: ~$50.00 | Bonus/Acre $50.00

Rental/Acre: ~ $1.00 Rental/Acrs $1.00

Royalty: 316 Royaty 316

COMPARISONS

MF # Lssee Date Term Bonus/Ac.  Rental/Ac.  Royaity  Distancs

Comments: |Gross acres are 480. First & second year rental is $1.00, third & fourth year rental $16.67.

Wednesday, September 09, 1998

Last Leass
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\
3 General Land Office
Relinquishmnt Act Lease Form
Revised, September 1997
OIL AND GAS LEASE
GREEMENT is made into this r%UGusE 19 TR, between the State of Texas, acting by and through jts
umg_&%m._cagle 'Fglclnsﬁ:“,!mﬁs e%?:a e Trust; and MLH Revocable Trust:‘h'
of
550 Bailevy Ave., suite 302, Fort Worth, Texas /9701 s2id agent
(Give Permanent Address) .
herein referred to as the owner of the soil (whether one or more), and Clay Johnson
2073 H_;d.ﬂa.l_l.,—cmi_ﬁ.grﬂﬂﬂ of
Midland, Texas rJufi
(Give Permanent Address)
hereinafter 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, bereby grants, leases and lets unto Lessee, for the sole and only purpose of
prospecting and drilling for and producing oil and gas, laying pipe lines, building tanks, storing oil and building power stations, telephone lines and other structures
thereon, to produce, save, take care of, treat and transport said products of the lease, the following lands situated in Reeves County, State
of Texas, to-wit: .

Block 58, Public School Land -Survey

Section 14: E/2 [30.93 net acres)
Section 14: SW/4. 13.75 net acres)

containing . 480 acres, more or less. Tbebomseonsidenlionpa.idﬂurthhle;;seis as follows:
To the State of Texas: One Thousand One Hundred Seventeen and No/100-------
- Dollars(s___1,117,00 )
Teteet To the owner of the soil:__One Thousand One Hundred Seventeen and No/100-------
.":': Dollars (3 111700 3 ;
L
. Total bonus consideratios: TWO Thousand Two Hundred Thirty-four and No/100----
L L Dollars (S, 2,234.00 ) .
LA LA
The total benus consideration paid represents abonusof___Fifty and No/100--------o-ommmmmmm o -
ettt Doilars ( 50.00 ) perace,on 44, 68 netacres.
h 2 TERM. Suhjecmmeomapmislominmislme'.mis!mmnbetoumof Five (5) years from this date

(hert$°ANEd "primary term™) and as long thereafter as oil and gas, or cither of them, is produced in paying qua.ntir_.ics from said I'and.
As used in this lease, the term "produced in paying quantities™ means that the receipts from the sale or other authorized commercial use of the substance(s) covered

excAYP YU §f pocket operational expenses for the six months last past.

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

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

Frue ard Cerrest
copy of
Original filed in
Reeves County
Clerks Office




4. PRODUCTION ROYALTIES. Upon production of oil and/or gas, Lessee aa'éu 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 Office of the State of Texas, at Austin, Texas, and one-half (1/2) of such royalty to the owner of

the soil:

(A) OIL. Royalty payable on oil, which is defined as including all hydrocarbons produced in a liquid form at the mouth of the well and also as al}
condensate, distillate, and other liquid hydrocarbons recovered from oil or gas run through a separator or other equipment, as hercinafter provided, shall be

3/16 part of the gross production or the market value thereof, at the option of the owner of the soil or the Commissioner of the
General Land Office, such value to be determined by 1) the highest posted price, plus premium, if any, offered or paid for oil, condensate, distillate, or other liquid
hydrocarbons, respectively, of a like type and gravity in the general arca where produced and when run, or 2) the highest market price thereof offered of paid in the
general area where prodeced and when run, or 3) the gross proceeds of the sale thercof, whichever is the greater, Lessee agrees that before any gas produced from the
leased premises i sold, used or processed in a plant, it will be run free of cost to the royalty owners through an adequate oil mdmscpmmofmwonanype,or
other equipment at least as efficient, so that all liquid hydrocarbons recoverable from the gas by such means will be recovered. The requirement that such gas be run
through a separator or other equipment may be waived in writing by the royalty owners upon such terms and conditions as they prescribe.

(B) NON PROCESSED GAS. Royalty on any gas (including flared gas), which is defined as all hydrocarbons and gaseous substances not defined
as oil in subparagraph (A) above, produced from any well on said land (except as provided herein with respect to gas processed in a plant for the extraction of
gasoline, liquid hydrocarbons or other products) shall be 3/16 part of the gross production or the market value thereof, at the option of the
owner of the soil or the Commissioner of the General Land Office, such value to be based oa 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
hmuuingﬂummdﬂmhlmeshﬂlmtumyﬁmemdl4.65po|mdspasqminchﬂnom.mdd:esundudbuet:mpmshlnbesiny(sm
demuFﬂmnh&.wrmﬁmmbem;defmmmwdingmBoyle’shw,mdforspedﬁcm&ytmﬁngmmmwwﬂdedmdwhyu
most approved method of testing being used by the industry at the time of testing.

© P;?CBSED GAS. Royalty on any gas processed in a gasoline plant or other plant for the recovery of gasoline or other liquid hydrocarbons
shall be 16 part of the residue gas and the liquid hydrocarbons extracted or the market value thereof, at the option of the
owner of the soil or the Commissioner of the General Land Office. All royalties due herein shall be based on one hundred percent (100%) of the total plant
production of residue gas attributable to gas produced from this lcase, and on fifty percent (50%), or that percent accruing to Lessce, whichever is the greater, of the
total plant production of liquid hydrocarbons attzibutable to the gas produced from this lease; provided that if liquid hydrocarbons are recovered from gas processed
in a plant in which Lessee (or its parent, subsidiary or affiliate) owns an interest, then the percentage applicable to liquid hydrocarbons shall be fifty percent (50%) or
the highest percent accruing to a third party processing gas through such plant under a processing agreement negotiated at arm's length (or if there is 06 such third
party, the highest percent then being specified in processing agreements or contracts in the industry), whichever is the greater. The respective royalties on residue gas
and on liquid hydrocarbons shall be determined by 1) the highest market price paid or offered for any gas (or liquid hydrocarbons) of comparable quality in the
general area, or 2) the gross price paid or offered for such residue gas (or the weighted average gross selling price for the respective grades of liquid hydrocarbons),
whichever is the greater. In no event, however, shall the royalties payable under this paragraph be less than the royalties which would have been due had the gas not

been processed.

e (D) OTHER PRODUCTS. Royalty on carbon black, sulphur or any other products produced or manufactured from gas (excepting liquid hydrocarbons)
wh¥tht? said gas be "casinghead,” *dry,” or any other gas, by fractionating, buming or any other processing shall be /16 part of the

8 Bihguction 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
val#& to Be determined as follows: 1) on the basis of the highest market price of each product for the same month in which such product is produced, or 2) on the
basis®of the average gross sale price of cach product for the same month in which such products arc produced; whichever is the greater.

aeee
b
“esee’s, MINIMUM ROYALTY. During any year after the expiration of the primary term of this lease, if this lease is maintained by production, the ro}’raltics
paid mdeg this lease in no event shall be less than an amount equal to the total annual delay rental herein provided; otherwise, there shall be due and payable on or
betdrt Walast day of the month succceding the anniversary date of this lease a sum equal to the total annual rental less the amount of royalties paid during the

precegding year, 1fParegraph-3-of this-lease-docs-not-speeifi-a-deloy-remtal-amount-then for the purposes of this paragraph, the delay rental amouat shall be one

dollar ($1,00) per acre.

seases
. -
«6. ROYALTY IN KIND. Nortwithstanding any other provision in this lease, at any time or from time to time, the owner of the soil or the Commissioner

of #g*0&fral Land Office may, at the option of cither, upon not less than sixty (60) days notice to the holder of the lease, require that the payment of any myﬂﬁq
accruing to such royalty owner under this lease be made in kind. The owner of the soil's or the Commissioner of the General Land Office's right to take its royalty in
kind shall not diminish or negate the owner of the soil's or the Commissioner of the General Land Office's rights or Lessee's obligations, whether express or implied,

under this |ease.

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

8. PLANT FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as may represent this lease's proportionate share of any fuel used to )
process gas produced hereunder in any processing plant. Notwithstanding any other provision of this lease, and subject to the written consent of the owner of 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 Lessee in a manner which entitles the royalty owners to a royalty under this lease.

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

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

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 shajy be
accompanied by a check stub, schedule, summary or other remittance advice showing by the assigned General Land Office lease number the amount of royalty bein
paid on each lease. If Lessee pays his royalty on or before thirty (30) days after the royalty paxymeat was due, then Lessee owes ’P‘“‘IUOfS%OuIbcroy;hy‘w .
$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 overduye. E
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 i
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 13w
nor act to postpone the on which royaltics 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 underlying this lease or allocable to this lease and shall furnish said Commissioner with copies of all contracts under
whichgui:soldorpmmscd:mlallsubseqmtapmandm&ncnuwmchmmwiﬁhurhinyﬁﬁ)dxysaﬁammﬁnginmormkingsuchmm
agreements or amendments. Such contracts and agreements when reczived by the General Land Office shall be held in confidence by the General Land Office unless
otherwise authorized by Lessee. All other contracts and records pertaining to the production, transportation, sale and marketing of the oil and gas produced on said
premises, including the books and accounts, receipts and discharges of all wells, tanks, pools, meters, and pipelines shall at all times be subject to inspection and
examination by the Commissioner of the General Land Office, the Attorney General, the 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 Offics 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 weil 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 submirted 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 barteries 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 scction, from the base of the surface casing to the total depth of well, of all wells drilled on the above described premises and shall transmit a true copy of
the log of each survey on cach well to the General Land Office within fifteen (15) days after the making of said survey.

(C) PENALTIES. 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. :

o*o"* 1. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If. during the primary term hereof and prior to discovery and production
of oi os gas on said land, Lessee should drill a dry hole or holes thereon, or if during the primary term hereof and after the discovery and actual production of oil or
gas emdhe 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
dat? o§ Tompletion of said dry hole or cessation of production Lessee commences additional drilling or reworking operations thereon, or pays or tenders the next
annuaj, 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, adry hole be =
comglgiegd 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
unth the efpiration 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
lease by copducting additional drilling or reworking operations pursuant to Paragraph 13, using the expiration of the primary term as the date of cessation of
prod 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 rental in the same manner as provided herein on or before the rental paying date following the
expiration of sixty (60) days from the datz of completion of such shut-in oil or gas well and upon the failure to make such payment, this lease shall ipso facto
termigates 31 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
accorﬁancc:with the shut-in provisions hereof.

sssnes

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

payment of shut-in 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 czase 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 il or gas well royalties or payment of compensatory
royalties is made as provided herein or as provided by law. If the drilling or reworking operations result in the completion of a well as a dry hole, the lease will not
terminate if the Lessee commences additional drilling or reworking operations within sixty (60) days after the completion of the well as a dry hole, and this lease
shall remain in effect so long as Lessee continues drilling or reworking operations in good faith and in a workmanlike manner without interruptions totaling more
than sixty (60) days. Lessee shall give written notice to the General Land Office within thirty (30) days of any cessation of production.

14. SHUT-IN ROYALTIES. For purposes of this paragraph, "well* means any well that has been assigned a well number by the state agency having
jurisdiction over the production of oil and gas. If, at any time after the expiration of the primary term of a lease that, until being shut in, was being maintained in
force and effect, a well capable of producing oil or gas in paying quantities is located on the leased premises, but oil or gas is not being produced for lack of suitable
production facilities or lack of a suitable market, then Lessee may pay as a shut-in oil or gas royalty an amount equal to 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.
amaunl-then for the purposes of this paragraph, the delay rental amount shall be one dollar (31.00) per acre. To be effective, each initial shut-in oil or gas royalty

— True and Corract
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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 onc-half (1/2) 1
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 facilitics 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 reservoir, or in any
case in which drainage & occurring, the right to continue to maintain the lease by paying meshm-iuoﬂwgumyﬂqshwmbmmclcmshﬂlmine&c&u'
for the remainder of the year for which the royalty has been paid. The Lessee may maintain the lease forfourmomsucc:ssiveyembrlmeepl‘yin:eompcn;mry
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 Lessce 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.

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 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 to 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 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 §2.151-
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 thereupon terminatz 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, Lesses shall nevertheless continue to have the right of
ingress 1o 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
retghhgd :apds and for the gathering or transportation of oil, 3as and other minerals produced from the retained lands. ‘ =

. - »

o %* JB) 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
termimate & to all depths below 100 feet below the total depth drilled (hercinafter "decper depths™) in each well located on acreage retained in Paragraph 16 (A)
abovep unless on or before two (2) years after the primary or extended term Lessee pays an amount cqual to one-half (1/2) of the bonus originally paid as o=
consifhnlign 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
terrfligasian shall be delayed for an additional period of two (2) years and so long thereafter as oil or gas is produced in paying quantities from such deeper depths
covered by ghis lease,

L] : L L :

+ (C)IDENTIFICATION AND FILING. The surface acreage retained hereunder as to each well shall, as nearly as practical, be in the form of a square with

the well locgted 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
terrgARA DI this lease as provided herein, Lessee shall exccute and record a release or releases containing a satisfactory legal description of the acreage and/or
depths not rgtained 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 twe@ertgal 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 hereunder and record such instrument at Lessee's expense in the county or counties where the lease is located and in the official records of the

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

17. OFFSET WELLS. Neither the bonus, delay rentals, nor royaltics paid, or to be paid, under this lease shall relieve Lessee of his obligation to protect
the oil and gas under the above-described land from being drained. Lessze, sublessee, receiver or other agent in control of the leased premises shall drill as many
wells as the facts may justify and shall use appropriate means and drill 1o a depth necessary to prevent undue drainage of oil and gas from the lcased 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 Lesses, sublesses, receiver or other agent in control of the leased premises shall in good faith begin the drilling of a well or
wells upon the leased premises within 100 days after the draining well or wells or the well or wells completed within 1,000 feet of the leased premises start producing
in commercial quantities and shall prosecute such drilling with diligence. Failure to satisfy the statutory offset cbligation 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, Lessec's obligation to comply with such covenant shall be suspended and Lesses
shall not be liable for damages for failure to comply with such covenants; additionally, this lease shall be extended while Lessee is prevented, by any such cause,
from conducting drilling and reworking operations or from producing oil or gas from the leased premises. However, nothing in this paragraph shall suspend the
payment of delay rentals in order to maintain this lease in effect during the primary term in the absence of such drilling or reworking operations or production of oil
or gas. :
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19. WARRANTY CLAUSE. The owner of the soil warrants and agrees to defend title to the leased premises. If the owner of the soil defaults in
payments owed on the leased premises, then Lessee may redeem the rights of the owner of the soil in the leased premises by paying any mortgage, taxes or other liens
on the leased premises. If Lessee makes payments on bebalf of the owner of the soil under this paragraph, Lesses may recover the cost of these Payments from the

rental and royalties due the owner of the soil.

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

(B) REDUCTION OF PAYMENTS. If; during the primary term, a portion of the land covered by this lease is included within the boundaries
of a pooled unit that has been approved by the School Land Board and the owner of the soil in accordance with Natural Resources Code Sections 52.151-52.154, 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 upon the number of acres outside the
boundaries of a pooled unit, or, if after the expiration of the primary term, the number of acres actually retained and covered by this lease.

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

without the prior consent of the owner of the soil.

22. AUTHORIZED DAMAGES. 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) fezt to any house or barn now on said premises without the
written consent of the owner of the soil. .

-‘-)‘

25. POLLUTION. In developing this arca, Lessee shall use the highest degree of care and all proper safeguards to prevent pollution. Without limiting the
foregoing, pollution of coastal wetlands, narural waterways, rivers and impounded water 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
pol8affand shall be respansibic for all damage to public and private propertics.. Lessee shall build and maintain fences around its slush, sump, and drainage pits
and tantbatteries 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
slugh pR®and cellars and completely clean up the drilling site of all rubbish thereon. Lessee shall, while conducting operations on the leased premises, keep said
premiges fee 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
condision and contours as is practicable. Tanks and cquipment will be kept painted and presentable. s

Hy

sesee
® eeee26. REMOVAL OF EQUIPMENT. Subject to limitations in this paragraph, Lessee shall have the right to remove machinery and fixtures placed by
Lessce on the leased premises, including the right to draw and remove casing, within one huhdred tweaty (120) days after the expiration or the termination of this
lcadt 3L 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 gag 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 Officg 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

undegthe &§ms of this paragraph.

enne 'i7 (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 royaltics will not enlarge the obligations of Lessee, diminish the rights, privileges
and estates of Lesse, impair the effectivencss of any payment made by Lessee or impair the effectiveness of any act performed by Lessee. And no change or
division in ownership of the land, rentals, or royalties shall bind Lesses 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 2
certified copy of such original) when the ownership changed because of a conveyance. A total or partial assignment of this lease shall, to the extent of the interest
assigned, relieve and discharge Lesses of all subsequent obligations under this lease. If this lease is assigned in its entirety as to only part of the acreage, the right and
option to pay rentals shall be apportioned as between the several owners ratably, according to the area of each, and failure by one or more of them to pay his share of
the rental shall not affect this lease on the part of the land upon which pro rata rentals are timely paid or tendered; however, if the assignor or assignee does not file a
certified copy of such assignment in the General Land Office before the next rental paying date, the entire lease shall terminate for failure to pay the eatire rental due
under Paragraph 3. Every assignee shall succeed to all rights and be subject to all obligations, liabilities, and penaltics 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 s0il 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; . b 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 partnership in which the owner of the soil is a partner or is an employee of such a'pa!mcrship;
(4) a principal stockholder or employee of the corporation which is lhc. owmer of the soil;
(5) a partner or employes in a partnership which is the owner of the soil;
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(6) a fiduciary for the owner of the soil; including but not limited 1o a guardian, trustee, exccutor, administrator, receiver, or conservator for the
owner of the soil; or
(7) a family member of the owner of the soil or related to the owner of the soil by marriage, blood, or adoption.

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

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

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

interests.

32. FORFEITURE. If Lessee shall fail or refuse to make the payment of any sum within thirty days after it becomes due, or if Lessee or an authorized
agent should knowingly make any false return or false report concerning production or drilling, or if Lessee shall fail or refuse to drill any offset well or wells in good
faith as required by law and the rules and regulations adopted by the Commissioner of the General Land Office, or if Lessee should fail to file reports in the manner
required by law or fail to comply with rules and regulations promulgated by the General Land Offics, the School Land Board, or the Railroad Commission, or if
Lessce should refuse the proper authority access to the records pertaining to operations, or if Lessee or an authorized agent should “owingly fail or refuse to give
correct information to the proper authority, or knowingly fail or refuse to furnish the General Land Office a correct log of any well, or if Lessee shall knowingly
violate any of the material provisions of this lease, or if this lease is assigned and the assignment is not filed in the General Land Office as required by law, the rights
acquired under this lease shall be subject to forfeiture by the Commissioner, and he shall forfeit same when sufficiently informed of the facts which authorize a
forfeiture, and when forfeited the area shall again be subject to lease under the terms of the Relinquishment Act. However, nothing herein shall be construed as
waiving the automatic termination of this lease by operation of law or by 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.

- o¢33- LIEN. In accordance with Texas Natural Resources Code 52.136, the State shall have a first licn upen all oil and gas produced from the area covered
by thisécas®to secure payment of all unpaid royalty and other sums of money that may become cu= under this lease. By acceptance of this lease, Lessee grants the
State, n 3ddition to the lien provided by Texas Natural Resources Code 52.136 and any other applicable statutory lien, an express contractual lien on and security
intez %1% 34 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
proced® arc’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 leded 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 AeE&gor 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
forecl@s®8 With or without court procsedings in the manner provided in the Title 1, Chapter 9 of the Texas Business and Commerce Code. Lessee agrees that the
Commjssiopgr may require Lessee to execute and record such instuments as may be reasonably 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
this leass. Should the Commissioner at any time determine that this representation is not true, then the Commissioner may declare this lease forfeited as provided

herein. .

YILLL]

- L
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 mif&Afifi&rest for the exploration, development and production of oil or gas or cither of them upon the same terms as shall be approved by the School Land
Board and the Commissioner of the General Land Office for the pooling or unitizing of the interest of the State under this lease pursuant to Texas Natural Resources
Code 52.151-52.153.-The owner of the soil agrees that the inclusion of this provision in this lease satisfies the execution requirements stated in Texas Natural

Resources Code 52.152.

35. INDEMNITY. Lessee 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 Lessce, 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, Lessee hereby 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, 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 attorncys' fees and
other legal expenses, including those related to environmental hazards, on the leased premises or in any way related to Lessee’s failure to comply with any and all
environmental laws; those arising from or in any way related to Lessee’s operations or any other of Lessee’s activities on the leased premises; those arising from
Lessee's use of the surface of the leased premises; and those that may arise out of or be occasioned by Lessee’s breach of any of the terms or provisions of this
Agreement or any other act or omission of Lessee, its directors, officers, employees, partners, agents, contractors, subcontractors, guests, invitzes, and their respective
successors and assigns. Each assignee of this Agreement, or an interest therein, agrees to be liable for, exonerate, indemnify, defend and hold harmless the State of
Texas and the owner of the soil, their officers, employees, and agents in the same manner provided above in connection with the activities of Lessee, its officers,
employees, and agents as described above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF THE INDEMNITY OBLIGATIONS
ANDI\OR LIABILITIES ASSUMED UNDER THE TERMS OF THIS AGREEMENT SHALL BE WITHOUT LIMITS AND WITHOUT REGARD TO
THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXISTING CONDITIONS), STRICT LIABILITY, OR THE NEGLIGENCE OF ANY PARTY
OR PARTIES (INCLUDING THE NEGLIGENCE OF THE INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE BE SOLE, JOINT,

CONCURRENT, ACTIVE, OR PASSIVE.
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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 cavironmental medjym -
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 asbestes
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 seg.), or toxic
substances under any federal, state, or local law or regulation (“Hazardous Materials™), except ordinary products commenly 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 ma
VIOLATION OF THE\FOREGOING PROHIBITION OR (IT) THE PRESENCE, RELEASE, OR DISPOSAL OF ANY HAZARDOUS MATERIALS ON,
UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE’'S OCCUPANCY OR CONTROL OF THE LEASED PREMISES. LESSEE SHALL
CLEAN UP, REMOVE, REMEDY AND REPAIR ANY SOIL OR GROUND WATER CONTAMINATION AND DAMAGE CAUSED BY THE
PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE’S
OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITH THE REQUIREMENTS OF APPLICABLE LAW. THIS
INDEMNIFICATION AND ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE ACTIONS UNDERTAKEN
PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IMMEDIATELY GIVE THE STATE OF
TEXAS AND THE OWNER OF THE SOIL WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS PARAGRAPH, UPON
LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY GOVERNMENTAL °
AGENCY PERTAINING TO 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, commenly known as the
Relinquishment Act, and other applicable statutes and amendments thereto, and if any provision in this lease does not conform to these starutes, the statutes will

prevail over any nonconforming lease provisions.

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

be the date found on Page 1.

39. LEASE FILING. Pursuant to Chapter 9 of the Texas Business and Commerce Code, this lease must be filed of rzcord 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 accordance with
Texas Narural Resources Code 52.183. Additionally, this lease shall not be binding upon the State unless it recites the actual and wue 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. e

* See Exhibit "A" attacheﬁ or addifional lease provisions.
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STATE OF T—M&.ﬁ»

COUNTY OF m‘“ M! Q

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

known to me 1o be the person whose name is subscribed to the foregoing instrursent, as

Trndivd ual

(EORPEORATION ACKNOWLEDGMENT)
CJZ% Cgohnw\

and acknowledged to me that he executed the same f

of

for the purposes and cogs:dn-aaon therein expressed, in the capacity stated, and as the act 2nd deed of said colpom.wu.

Given under my hand and seal of office this thc__.?_:l_"-‘? of. M

WMZM.

ssgipon; oeosromipgons T lonie~
(@ R T T
ruer__mens {0k ) Skeuiess Nm———
countyor_ [ARRANT e Margery
BEFORE ME, the undersigned authority, on this day personally sppeared___-Marjerie L. Hanna
known to me to be the person whose name Is subscribed to the foregoing instrument, as ' of

Trustee

MILH Revocable Trust

and acknowledged to me that he executed the same
for the purposes and consideration therein expressed, in the capacity sm:d. and as the act and deed of said m trust

Given undcr r my hand and seal of office this the g/- 5 day of 56P/€/ﬂ6€ K

KIMBERLY K. HOWARD
NOTARY PUBLIC
State of Texas
Comm. Exp. 05-01-2002
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Notary Public in meor 5TI4TE DF TFM

’

(INDIVIDUAL ACKNOWLEDGMENT)

Michael S. Waltrip, Trustee of the

£

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

conSidaration thercin expressed.

520 day of L, 19 qg

?)EPTfm['BUZ

Notary Public innd for_ O TATE. OF. TEXAS

eane 'Givcn
' KIMBERLY K. HOWARD
cesees NOTARY PUBLIC
s State of Texas
STATE OF
countyor_ | ARRANT

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

KPW_Revocable Trust

(INDIVIDUAL ACKNOWLEDGMENT)

Fenneth Waltrip, Trustee of the

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

consideration therein expressed.

H
Given under my hand and seal of office this the Q q' f day of QCPTEJ)’) E)f. VZ

PR,
KIIIBERLY K. HOWARD
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,
* 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.

L

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

-::¥dlute 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. i
swes

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

«eedsdigns, free and clear of weeds and noxious vegetation and will maintain the same in a reasonable manner to prevent additional
“daﬁ'lage to the owner of the soil’s other land and crops.

90:-Ulpi>n 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,
*2*I"&%ee 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 _
CoYoFaes Tk O S
The above and foregoing is_a }[ullLE]e) a:nd c%n’éc/x?héogggphic copy of the
?ngma’ record now in my.lawful custody and possession, as the same is
iledigp: ed. dnthe. oub rechide-al-ovirallia 9 (3

True and Gerrect Rersytt 'edRonEFgl.mELLLiLﬂs
copy of )
Original filed in
Reeves County
Clerks Office
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General Land Office
Relinquishmnt Act Lease Form
Revised, September 1997

OILANDGASLEAS?#, .
g Styrsky

THIS AGREEMENT is made and entered into this_19 dayof AUguUst 1998 |, between the State of Texas, acting by and through its
irgini i hie)as ES_Boce Hj : =

ag a alC] (X1 A
ate; virginia attinore, Indiviaually; af ~ ige
500 Throckmorton, Suite 2803, Fort Worth, Texas 76102 said agent
(Give Permanent Address) . >
herein referred to as the owner of the soil (whether one or more), and Clay Johnson
203 W, -Wall, Snite 800 of
M'iﬂj;ind' Texas 79701
(Give Permanent Address)

hereinafter called Lessee.

1. GRANTING CLAUSE. For and in consideration of the amounts stated below and of the covenants and agreements to be paid, kept and performed by
mmwlmmMomemwmw&mof&mmwMlmamdletsml.‘ssee.ﬁ:nhcsnlcmdon!ypmuf
prospecting and drilling for and producing oil and gas, laying pipe lines, building tanks, storing oil and building power stations, telephone lines and other structures
thereon, to produce, save, take care of, treat and transport said products of the lease, the following lands situated in Reeves County, State
of Texas, to-wit: |

Block 58, Public School Land Survey

Section 14: E/2 - (67.5 net acres)
Section 14: SW/4 (30 net acres)

containing 480 acres, more or less. The bonus consideration paid for this lease is as follows:

To the State of Texas: TwO Thousand Four Hundred Thirty-seven and 50/100---—-—
Dollars (S 2ad 3 s i51) )

N To the owner of the soil:. TWO Thousand Four Hundred Thirty-seven and 50/100----
Jiite Dollars(S___2,437.50 ) ‘
e Total bonus consideratioa: -~ FOUr Thousand Eight Hundred Seventy-five and No/100
Lo, Dollars(s____4,875.00 )

Thc:l;t;l.Mnusconsidaaﬁunpaidmpmu:bonmof FIfEY and NofIi0eee—cmmaes oo
sl Dollars ($ 50.00 ) peracre,on _Q7 .5 net actes.

TERM. Subject to the other provisions in this lease, this lease shall be foratermof __Five (5) years from this date
(het§if taled "primary term™) and as long thereafter as oil and gas, or cither of them, is produced in paying quandtju from said l.and.

As uscd in this lease, the term *produced in paying quantities™ means that the receipts from the sale or other authorized commercial use of the substance(s) covered
exédongof pocket operational expenses for the six months last past.

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

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

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

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




4. PRODUCTION ROYALTIES. Upon production of oil and/or gas, Lessee asrcu to pay or cause (o 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: iy T

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

condensate, désyllu:. and other liquid hydrocarbons recovered from oil or gas run through a separator or other equipment, as hereinafter provided, shall be
16 4 part of the gross production or the market value thereof, at the option of the owner of the soil or the Commissioner of the

GencmlLandOﬂice.mhvduembedc:mzincdbyl)mehigbctposudpﬁce,plmpmimﬂ'my.oﬂ'u:dapddfctoil.mndmsﬂa.disdnu,umﬁquu
hydrocarbons, respectively, of a like type and gravity in the general arca where produced and when run, or 2) the highest market price thereof offered or paid in the
general area where produced and when run, or 3) the gross procesds of the sale thereof, whichever is the greater. Lessee agrees that before any gas produced from the
1=ascdpr='nisuismld.nsedo:pmmdinnplmt,itwinbenmﬁ'eeofoonmmemyﬂqowmmmuldcqmoﬂmdwwﬂmvmﬁmﬂm“
other equipment at least as efficient, so that all liquid hydrocarbons recoverable from the gas by such means will be recoversd. ﬂwmqummusuchgubem
through a separator or other equipment may be waived in writing by the royalty owners upon such terms and conditions as they prescribe.

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

© PR SED GAS. Royalty on any gas processed in a gasoline plant or other plant for the recovery of gasoline or other liquid hydrocarbons
shall be 3/16 part of the residuc gas and the liquid hydrocarbons extracted or the market value thereof, at the option of the
owner of the soil or the Commissioner of the General Land Office. All royalties due herein shall be based on one hundred percent (100%) of the total plant
production of residue gas attributable to gas produced from this lease, and on fifty percent (50%), or that percent accruing to Lessee, whichever is the'greater, of the
total plant production of liquid hydrocarbons artributable to the gas produced from this lease; provided that if liquid hydrocarbons are recovered from gas processed
in a plant in which Lessee (or its parent, subsidiary or affiliate) owns an interest, then the percentage applicable to liquid hydrocarbons shall be fifty percent (50%) or
the highest percent accruing to a third party processing gas through such plant under a 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
Beneral area, or 2) the gross price paid or offered for such residue gas (or the weighted average gross selling price for the respective grades of liquid hydrocarbons),
whichever is the greater. In no event, however, shall the royaltics payable under this paragraph be less than the royaltics which would have been duc had the gas not
been processed.

e’ «*"+ (D) OTHER PRODUCTS. Royalty on carbon black, sulphur or any other products produced or manufactured from gas (cxcepting liquid hydrocarbons)
whethtPsaid gas be "casinghead,” “dry,” or any other gas, by fractionating, burning or any other processing shall be - 3/16 partof the
P82 fogduction 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
valee to B¢ 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

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

LA LN}

*eses’ 5. MINIMUM ROYALTY. During any year after the expiration of the primary term of this lease, if this lease is maintained by production, the royalties
paid unday this lease in no event shall be less than an amount equal to the total annual delay rental herein provided; otherwise, there shail be due and payable on or
bAP AR last day of the month succeeding the anniversary date of this lease a sum equal to the total annual rental less the amount of royalties paid during the
precgding year. -Rarmgrmph-3-ofthis-lease-doesnot-spesify-a-delay-rental-ameuntr-thery 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 provisioa in this lease, at any time or from time to time, the owner of the soil or the Commissioner
ofethe General Land Office may, at the option of cither, upon not less than sixty (60) days notice to the holder of the lease, require that the payment of any moyalties

accyuing to such royalty owner under this lease be made in kind. The owner of the soil's or the Commissioner of the General Land Office’s right to take its royaity 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 implicd,

under this lease.

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

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

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

Payment of royalty on production of oil and gas shall be as provided in the rules sct forth in the Texas Register. Rules currently provide that royalty on oil is due
and must be received in the General Land Office on or before the Sth day of the second month succeeding the month of production, and royalty on gas is due and
must be received in the General Land Offics on or before the 15th day of the second month succeeding the month of production, accompanied by the aﬂ]qavxt uf the
owner, manager or other authorized agent, completed in the form and manner prescribed by the General Land Office and showing the gross amount and dxspgs:uqq of
all il and gas produced and the market value of the cil and gas, together with a copy of all decuments, records or reports confirming the gross production, disposition
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and market value including gas meter readings, pipeline receipts, gas line receipts and other checks or memoranda of amount procuced and put into pipelines,

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 bej
paid on each lease. If Lessee pays his royalty on or before thirty (30) days after the royalty payment was due, then Lesses owes 2 penalty of 5% on the royalty -
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 5,,;:“
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, 3
Affidavits and supporting documents which are not filed when due shall incur a peaalty in an amount set by the Geaeral Land Office adminiswative rule which js
cffective on the date whe 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 dats provided herein. Payment of the delinquency penalty shall in no way operats to prohibit the State's right of forfeiture as provided by |
nr act to postpone the date on which royaltics were originally due. The above penalty provisions shall not apply in cases of title disputz a5 10 the Staze’s portion of
the royalty or to that portion of the royalty in dispute s 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 underlying this lease or allocable to this lease and shall furnish said Commissioner with copies of all contracts under
which gas is sold or processed and all subsequent agreements and amendments to such coatracts within thirty (30) days after entering into or making such contracts,
agreements or ameadments. Such contracts and agreements whea received by the General Land Offics shall be beld in confidence by the General Land Offics unless
otherwise authorized by Lessee. All other contracts and records pertaining to the production, transportation, sale and marketing of the oil and gas producsd on said
premises, including the books and accounts, receipts and discharges of all wells, tanks, pools, meters, and pipelines shall at all times be subject to inspection and
examination by the Commissioner of the General Land Office, the Attorney General, the Govemer, or the representative of any of them

(B) PERMITS, DRILLING RECORDS. Written notics of all operations oa this lease shall be submitzzd to the Commissioner of the General
Land Office by Lessee or operator five (5) days befors 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 leass or any specific well on the leased premises and that are submitted to the Texas Railroad Commission or any other govenmental
agency shall include the word "State" in the title. Additionally, in accordance with Railroad Commission rules, any signags on the leased premises for the purpose of
identifying wells, tank bareries or other associated improvemeats 1o the Jand must also include the word "State.” Lesses shall supply the General Land Office with
any resords, memoranda, accounts, reports, cuttings and cores, or other informaticn relative to the operation of the above-described premises, which may be
requested by the General Land Offics, in addition to those hercin expressly provided for. Lesses shall have an electrical and/er 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 each well to the General Land Office within fiiteen (15) days afisr the making of said survey.

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

11. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, during the primary term herzof and pricr to discovery and production

of gl p*%2s on said land, Lessee should drill a dry hole or holes thereon, or if during the primary term herzof and after the discovery and actual production of oil or
gas foarthe leased premises such production thersof should cease from any cause, this lease shall not terminats if on or befors the expiration of sixty (60) days from
dal.c'ufsogtpletion of said dry hole or cessation of production Lessee commences additional drilling or reworking operations thereon, or pays or tenders the next
annwad deley rental in the same manner as provided in this lease. If, during the last year of the primary term or within sixty (60) days pricr thersto, a dry hole be
completed and abandoned, or the producticn of oil or gas should cease for any cause, Lesses's rights shall remain in full forcs and effect without further operations
untib g expiration of the primary term; and if Lessee has not resumed production in paying quantitics at the expiration of the primary term, Lesses may maintain this
lea¥s by s8nducting additional drilling or reworking operations pursuant to Paragraph 13, using the expiration of the primary term as the date of cessation of
productiog under Paragraph 13. Should the first well or any subsequent well drilled on the above described land be complet=d as a shut-in oil or gas well within the
pritef® ®3m hereof, Lesses may resume payment of the annual rental in the same manner as provided herein on or before the reatal paying dats following the
cxpira.ﬁon of sixty (60) days from the datz of completion of such shut-in oil or gas well and upon the failure to make such paymeat, this lease shall ipso facto
terminate._If at the expiration of the primary term cr any time thereafter a shut-in oil or gas well is located on the leased premises, payments may be made in

acmo:lam: with the shut-in provisions hereof.

esceesl2. DRILLING AND REWORKING AT EXXPIRATION OF PRIMARY TERM. If, at the expiration of the primary term, neither oil nor gas is being
procticed 8n said land, but Lesses is then engaged in drilling or reworking operations thereon, this lease shall remain in forcs so long as operations on said well or for
drilling or reworking of any additicnal well are prosccuted in goed faith and in workmanliks manner without interruptions totaling more than sixty (60) days during
any one such operation, and if they result in the production of oil and/cr gas, so long thersafter as oil and/or gas is produced in paying quantities from said land, or

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

13. CESSATION, DRILLING, AND REWORKING. If, after the =xpiration of the primary term, production of oil or gas fom 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 werikcnanlike manner without
interruptions totaling mors 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 we!l 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 mere
than sixty (60) days. Lesses shall give written notice to the General Land Office within thirty (30) days of any cessaticn of producticn.

14. SHUT-IN ROYALTIES. For purposes of this paragraph, “well” means any well that has been assigned a well number by the state agency having
jurisdiction over the production of oil and gas. If, at any time aft=r the expiration of the primary term of alease that, until being shut in, was being maintained in
foree and effect, a well capable of producing oil or gas in paying quantities is lccated on the leased premises, but oil or gas is not being produced for lack of suitable
preduction facilities or lack of a suitable market, then Lesses may pay as a shut-in oil or gas royalty an amount egual to double the annual r=ntal provided inthe
lease, but net less than $1,200 a year for each well capable of producing oil or gas in paying quantitics. - ;Jw

emeuni-then {or the purposes of this paragmaph, the delay reatal amount shall be one dollar (51.00) per acre. To be efective, cach initial shut-in oil or gas oY
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must be paid on or before: (1) the expiration of the primary term, (2) 60 days after the Lessee ceases to produce oil or gas from the leased premises, or (3) 60 da

after Lessee completes a drilling or reworking operation in accordance with the lease provisions; whichever date is latest. Such payment shall be made one-h.ug(,la)
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 leasz for 2 period of one year from the end of the primary term. or from the first day of the month
following the month in which production ceased, and, after that, if no suitable production facilitics or suitable market for the oil or gas exists, Lesses may extend Lbc
lease for four more suc:r.ssive 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 o gas royalty shall cease, but the lease shall remain effectiye
for the remainder of the year for which the royalty bas been paid. The Lessee may maintain the lease for four more suczsssive years by Lessee Paying compensatn,
royalty at the royalty rate provided in the lease of the market value of production from the well causing the drainage or which is completed in the same producing =
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 gasis
produced from the well causing the drainage or that is completed in the same producing reservoir and located within one thousand (1,000) fest of the leased premises.
If the compensatory royalty paid in amy 12-month peried is in an amount less than the annual shut-in oil or gas royalty, Lessee shall pay an amount equal to the
differeace within thirty (30) days from the end of the 12-month pesicd. Compeasatory royalty payments which are not timely paid will accrue penalty and iﬂlﬂr:siin
accordance with Paragraph 9 of this lease. None of these provisions will relieve Lesse= of the obligation of reasonable development nor the obligation o dril) 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 provisicn 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 marksting the production thereon.

(A) VERTICAL. In the event this lease is in forcs and efect two (2) years afier the expiration date of the primary or =xteaded term it shall then terminaze
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 3as well as provided in Paragraph 14 hereof), or a well upon which Lessee is then engaged in
continuous drilling or reworking operations, or (2) the number of acres included in a producing pocled unit pursuant to Texas Natural Resources Code  52.151-
52.153, or (3) such greater or lesser number of acres as may then be allocated for production purposes to a proration unit for ezch such producing we!l 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
datz of the partial termination provisions hereof, the applicable fizld rules are changed or the well or wells located thereon are reclz2:iiSed so that less acreage is
thereafter allocated to said well or wells for production purposes, this lease shall thercupen terminate as to all acreage not therzaster allocated to said well or v!:us for
preduction purposes. Nortwithstanding the termination of this lease as to a portion of the lands covered hersby, Lesses shall nevertheless continue to have the dght of
ingress 1o and egress from the Jands still subject to this lease for all purposes described in Paragrach 1 hereof, togsther with sasements and rights—of-way for existing &
roads, existing pipelines and other existing facilities on, over and across all the lands described in Paragraph 1 hereof ("the rewined lands®), for access to and from the
nt::he.d lands and for the gathering or transportation of oil, gas and other minerals produced fom the remined lands. $1-

sese (B) HORIZONTAL. In the event this leasz is in force and effect two (2) years after the expiration dats of the primary or extended term it shall further
terhijnats 45 to all depths below 100 feet below the total depth drilled (hercinafter "dezper depths™) in each well located on acreage retained in Paragraph 16 (A)
above, unless on or before two (2) years after the primary or extended term Lesses pays an amount squal to one-half (1/2) of the bonus originally paid as i
cons;d-c{a‘iun 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 '
terminatom shall be delayed for an additional peried of two (2) years and so long thereafter as oil or gas is produced in paying quantities from such decper depths -

covefed by this lease.
LR L LR J :

< {C) IDENTIFICATION AND FILING. The surface acreage retained hersunder as to each well shall, as neasly 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
terrgipgiytol this lease as provided herein, Lesses shall ex=cute and record a release or releases containing a satisfactory legal description of the acreage and/or
deput not fetained hercunder. The recorded release, or a certified copy of same, shall be filed in the General Land Offics, accompanied by the Siling fee prescribed
by thg Gepdral Land Office rules in effect on the dats the release is filed. If Lesses fails or refuses to execute and record such release or releases within ninery (90)
days after t®ing requested to do so by the General Land Offics, thea the Commissioner at his scle discretion may designate by written instrument the acreage and/or
depths w be released hercunder and record such instrument at Lesses's expense in the county or counties where the lease is locatsd and in the official records of the

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

17. OFFSET WELLS. Neither the bonus, delay rentals, ner royaltics paid, or to be paid, under this lease shall relieve Lessee of his obligation to protect
the oil and gas under the above-described land from being drained. Lessee, sublessee, recsiver or other agzat in control of the lcased premises shall drill as many
wells as the facts may justify and shall use appropriate means and drill o a depth necessary to prevent undue drainage of oil and gas fom the leased premises. In
addition, if oil and/or gas should be produczsd in commercial quantities within 1,000 feet of the leased premises, or in any case where the leased premises is being
drained by production of il or gas, the Lesses, sublesses, recziver or cther agent in control of the leased premises shall in good fzith begin the drilling of a well or
wells upon the leased premises within 100 days after the draining well or wells or the well or wells completed within 1,000 feet of the leased premises start producing
in commercial quantities and shall prosecute such drilling with diligeacs. Failure to satisfy the starutory offset obligation may subject this lease and the owner of the
scil's agency rights to forfeiture. Only upon the determination of the Commissioner of the General Land Offics and with his writiea approval may the payment of

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

18. FORCE MAJEURE. If, after a good faith cfort, Lesses is prevented fom 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 reascn of war, rebellion, ricts, swikss, acis of God, o
any valid order, rule or regulation of government autherity, then while so przventsd, Lesses'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 Lesses is preventzd, by any such cause,
from conducting drilling and rewoerking operations or from producing oil or gas from the leased premises. However, nothing in this paragraph shall suspend the
paymeat of delay rentals in order to maintain this leass in effect during the primary term in the absencs of such drilling or rewerking operations or production of oil

or gas.
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(6) afiduciary for the owner of the soil; including but not limited 10 a guardian, trustee, executor, administrator, receiver, or conservator £

owner of the soil; or ol

(7) a family member of the owner of the soil or rzlated o the ovwner 2f the scit by marmriege, bloed, or zdoption. - k=

28. RELEASES. Under the conditicns contained in this paragraph and Paragraph 29, Lesses may at any time execute and deliver to the owner of e -

and place of record a release or releases covering any portion or porticns of the leased premises, and thereby surrender this lease as to such portion or portions, ms:il
relicved of all subsequeat obligations as to acreage surrendered. 1f any part of this Jease Is properly surreadered, the delay rental due under this lease shall be regy ae
by the proportion that tH surrendered acreage bears to the acreage which was covered by this lease immediately prior to such surrender; however, such release wmgd
not relicve Lessee of any liabilities which may have accrued under this lease prior to the surrender of such acrzage. .

29. FILING OF ASSIGNMENTS AND RELEASES. If all or any part of this lcase 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 centified 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 50 filed, the rights acquired under this lease shall be subject to forfeiture at the option of the Commissioner of the General Land Offjce.

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 2nd the rights and duties of the parties. Any collateral agreements conceming the
development of 0il 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

interssts.

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, oc if Lessee shall fail or refuse to drill any offset well or wells in goed
faith as required by law and the rules and regulations adopted by the Commissioner of the General Land Office, or if Lessez should fail to file reports in the manner
required by law or fail to comply with rules and regulations promulgated by the General Land Offies, the School Land Board, or the Railroad Commission, or if
Lesses should refuse the proper authority access to the records pertaining to operaticns, or if Lessee or an authorized ageat should knowingly fail or refuss 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 Lesses shall knowingly
violae any of the material provisions of this lease, or if this lease is assigned and the assignment is sot filed in the General Land Office as requirsd 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 facs which authorize 3
forfeiture, and when forfeited the area shall again be subject to lease urder the terms of the Relinguishment Act. However, nothing herein shall be construed as
Waiving the automnatic termination of this Jease by operation of law or by reason of any special limitation arising hereunder. Forfeitures may be set aside and this
lzase and all rights thercunder reinstated before the rights of another intervene upoa satisfactory cvidencs to the Commissioner of the General Land Office of filture
compliance with the provisions of the law and of this lease and the rules and rezulations that may be adopted relative hereto.

33. LIEN. In accordancs with Texas Natural Resources Code 52,136, the State shall have a first lien upon all oil and zas produczd from the areacovered
by ghis'hls: to secure payment of all unpaid royalty and other sum: i money that may becorme due under this lease. By acceptance ofithis lease, Lessce granss the
Statsy imaddition to the lien provided by Tzxas Natural Resources Code 52.136 and any other applicable statutory lien, an express congactual lien on and security
interess dneall leased minerals in and extracized from the leased premises, all proceeds which may accue to Lessee from the sale of such Jeased minerals, whether such
protaee? a& held by Lesses or by a third party, and all fixtures on and improvements to the leased premises used in connection with the producticn or procassing of
such lgased minerals in order to secure the payment of all royalties or cther amounts due or to becorae due under this lease and to secure payment of any damages or
loss thatleessor may suffer by reason of Lesses's breach of any covenant or condition of this lease, whether express or implicd This lien and security interest may be
forejgsgd With or without court proceedings in the manner provided in the Title 1, Chapter 9 of the Texas Business and Commercs Code. Lessee agrees that the
Carnmissioper may require Lessee to execute and record such instruments as may be reasonably necsssary to acknowledge, amach or perfect this lien. Lessee hereby
repregsomesthar thers are no prior or superior liens arising from and relating to Lesses's activities upon the above-described property or from Lesses's acquisition of
this lease. Should the Commissioner at any time determine that this representation is not true, thea the Commissioner may declars this lease forfeited as provided

herein.

-
doesee
® 34, POOLING. Lesses is hereby granted the right to pool or unitize the royalty inter=st of the owner of the soil under this lease with any other leaschold

or mgipgrab diterest for the exploration, development and production of oil or gas or sither of them upon the same terms as shall be approved by the School Land
Boar® 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 Namral Resources
Code 52.151-52.153. The owner of the soil agress 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, ageats,
contractors, subcontractors, guests, invitees, and their respective successors and assigns, of and from all and any actions and causes of acticn of every nature, of other
harm, including environmental harm, for which recovery of damages is sought, including, but pot limited to, all losses and expeases which are caused by the
activities of Lessce, its officers, employees, and agents arising out of, incidental to, or resulting from, the operations of or for Lesses on the leased premises
hereunder, or that may arise out of or be cccasioned by Lesses's braach of any of the terms or provisions of this Agresment, or by any other negligsnt or strictly liable
act or omission of Lessce. Further, Lesses hersby agrees o be liable for, exonerats, 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 attomeys® fess and
other legal expenses, including those relatsd 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 Lesses's activities on the leased premises; those arising from
Lzsses's use of the surface of the leased premises; and those that may arise out of or be occasicned by Lesses's breach of any of the terms or provisions of this
Agreement or any other act or omission of Lessee, its directors, officers, employzes, partners, agents, congractors, subcontractors, guests, invitees, and their respective
successors and assigns. Each assignes of this Agreement, or an interest therein, 2gr=es 1o be liable for, excnerate, indemnify, defead and hold harmless the State of
Texas and the owner of the soil, their offic=rs, employecs. and agents in the same manner provided abeve in connection with the activitics of Lesses, its officers,
employess, and agents as described above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF THE INDEMNITY OBLIGATIONS
AND\OR LIABILITIES ASSUMED UNDER THE TERMS OF THIS AGREEMENT SHALL BE WITHOUT LIMITS AND WITHOUT REGARDTO
THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXISTING CONDITIONS), STRICT LIABILITY, OR THE NEGLIGENCE OF ANY PARTY
OR PARTIES (INCLUDING THE NEGLIGENCE OF THE INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE BE SOLE, JOINT,

CONCURRENT, ACTIVE, OR PASSIVE.
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19. WARRANTY CLAUSE. The owner of the soil warrants and agrees to defend title to the leased premises. 1f the owner of the soil defaults in
payments owed on the leased premises, then Lessee may redecm the rights of the owner of the soil in the leased premises by paying any mortgage, taxes or other Jj
on the leased premises. If Lessee makes payments on behalf of the owner of the soil under this paragraph, Lessee may recaver the cost of thesa Payments from m:lms

rental and royalties due the owner of the soil.

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soil owns less than the entire undivided surface estate i the above
described land, whether or not Lessee's interest is specified herein, then the royalties and rental berzin provided to be paid 1o the owner of the 5oil shall be paid to him
in the proportion which bis interest bears to the entire undivided surface estate and the royaltics and rental herein provided to be paid to the issioner of the
General Land Office of the State of Texas shall be likewise proportionately reduced. However, before Lesses adjusts the royalty or rental due to the Commissioner of
the General Land Office, Lessce or his authorized represeatative 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 intzrest owned by the owner of the soil. The Commissioner of the General Land
Offfice shall be paid the value of the whole production allocable to any undivided interest not coversd by a lease, less the proporticnatz development and production
cost allocable 1o such undivided interest. However, in no event shall the Commissioner of the General Land Offics recsive as a royalty 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 peoled unit that has been approved by the School Land Board and the owner of th soil in accordance with Namral Resources Code Sections 52.151-52.154, or
if, at any time after the expiration of the primary term or the extended term, this lease covers a lesser number of acres than the total amount described herein,
paymeats that are made on a per acre basis hercunder shall be reduced according o the number of acres pooled, releassd, surrenderzd, or otherwise severed, o that
payments determined on a per acre basis under the temms 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. Lessecs shall have the right 1o 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 scil.

22. AUTHORIZED DAMAGES. Lezssce shall pay the owner of the soil for damages caused by its operaticns to all personal property, improvements,
livesteck 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 (2C0) fest to any house or bam now on said premises without the
writien consent of the owner of the soil. -

25. POLLUTION. In developing this arsa, Lessee shall use the highest degres of car= and all proper safeguards to prevent pollution. Without limiting the
for=zoing, polluticn of coastal wetlands, natural waterways, rivers and impounded water shall be prevented by the use of containment facilities sufficient to prevent
spillage, sespage or ground water contamination. In the zvent of peilution, Lesses shall use all means at its disposal to recapture all escaped hydrocarbons or other
pollutant and shall be responsivie for all damage to public and private properties. Lessee shall build and maintain fences around its slush, sump, and drainage pits
andytal Baneries so as o protect livestock against loss, damage cr injury; and upon completion or abandonment of any well or wells, Lesses shall fill and level all
slush®i&*ind cellars and completely clean up the drilling site of all rubbish thereon. Lessee shail, while conducting operations on the leased premises, keep said
prespts®y frge 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
concR®n afd contours as is practicable. Tanks and equipment will be kept painted and presentable.

-
seeelb. REMOVAL OF EQUIPMENT. Subject to limitations in this paragraph, Lesses shall have the right 0 remove machinery and fixtures placed by
Lass: c leased premises, including the right to draw and remove casing, within one hundred tweaty (120) days after the expiration or the termination of this
lease unlessthe owner of the soil grants Lesses an extension of this 120-day peried. However, Lesses may not remove casing from any well capable of producing oil
and %32 M*daying quantities. Additionally, Lessee may not draw and remove casing until after thirty (30) days wrinzn notics to the Commissioner of the General
Land Qffics 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 legms of this paragraph.

LEE L L L

i‘l. (A) ASSIGNMENTS. Under the conditions contained in this paragraph and Paragraph 29 of this lease, the rights and estates of cither party to this
lcaso:myt_t assigned, in whole or in part, and the provisions of this lease shall extend o and be binding upon their heirs, devisces, legal representatives, suc'czssars
and assigns. However, a change or division in ownership of the land, rentals, or royalties will not enlargz the obligations of Lesses, diminish the rights, privilezes
and estates of Lesses, impair the effectiveness of any payment made by Lzssee or impair the effectiveness of any act performed by Lesses. And no change or
divisicn in ownership of the land, rentals, or royalties shall bind Lesse= for any purpese until thirty (30) days after the cwner of the soil (or his heirs, devisess, legal
representatives or assigns) fumishes the Lessee with satisfactory written evidencs of the change in ownership, including the original recorded muniments c_f title (or a
certified copy of such criginal) when the ownership changed because of a conveyance. A total or partial assignment of this lease shall, to the extent of the interest
assigaed, relieve and discharge Lesses of all subsequent obligations under this lease. If this lease is assigned in its entirety as to only part of the acreage, the right and
opticn to pay rentals shall be apportioned as berween 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 net file 3
cerified copy of such assignment in the General Land Offics before the next rental paying date, the entire lease shall terminate for failure to pay the entirs rental due
under Paragraph 3. Every assignes shall succeed to all rights and be subject to all obligations, liabilities, and penalties owed to the Stat= by the original lessee or anY

prior assignes of the lease, including any liabilitics to the Statz for unpaid royalties.
(B) ASSIGNMENT LIMITATION. Notwithstanding any provision in Paragraph 27(a), if the owner of the soil acquires this lease in whole or in part by

assignment without the prior written approval of the Commissioner of the General Land Offics, this lease is void as of the time of assignment and the agency pOWer
of the owner may be forfeited by the Commissioner. An assignment will be treatzd as if it wers madzs 10 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 soil is a parmer or is an employ== of such a partnership;

(4) a principal stockhclder or employes of the corporation which is the owner of the sail; . i

(5) a partner or emplcves in a partnership which is the owner of the soil; . T_rue and Corrapt
copy of
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. 36. ENVIRONMENTAL HAZARDS. Lessee shall use the highest degres 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 of any other savironmenta] medio g
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
conmining materials, explosives, toxic matesials, or substances regulated as hizardous 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 commeonly used in connection with oil ang Pr
exploration and develogment operations and stored in the usual manner and quantities. LESSEE'S VIOLATION OF THE FOREGOING PROHIBITION
SHALL CONSTITU'I¥1: MATERIAL BREACH AND DEFAULT HEREUNDER AND LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND
DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST ANY CLAIMS, DAMAGES, JUDGMENTS, PENALTIES,
LIABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS' FEES AND COURT COSTS) CAUSED BY OR ARISING OUT OF Mma
VIOLATION OF THE FOREGOING PROHIBITION OR (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 SURYIVE THE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF THIS AGREEMENT.

37. APPLICABLE LAW. This lease is issued under the provisions of Texas Nanural Resources Cade $2.171 through 52.150, 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 statutes, the statutes will
prevail over any nonconforming lease provisions.

38. EXECUTICN. This oil and gas lease must be signed and acknowledged by the Lesses before it is fled of record in the county records and ia the
General Land Offics of the State of Texas. Oncs the filing requirements found in Paragraph 39 of this lease have been satisfied, the sffective 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 officz of the County
Clerk in any county in which ail or any part of the leased premises is located, and centified copies thersof must be {iled in the General Land Office. This lease is not
cfTective until a centified copy of this leass (which is made and centified by the County Clerk Som his records) is filed in the General Land Offies in accordancs with
Texas Natural Rescurces Code 52.183. Additionally, this lease shall not be binding upon the Stars unless it recites the actual and Tue consideration paid or promised
for exzcution of this leass. The Bonus due the State and the prescrited fiiing fes shall accompany such cestified copy to the General Land Office. :

* See Ehxibit "A" attached for additional lease provisions.
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STATE OF T-l/)(ﬁ(-& (EORPORATIEN ACKNOWLEDGMENT)
countvor___ Vi dl,(U\d . ' .

BEFORE ME, the undersigned autherity, on this day personally appeared CQM\J Q’OM%UY\
knewn to me to be the pdson whose name is subscribed to the foregoing Instrument, x— \ o

d x'.'mowlcdged to me :haz he executed the same ’
for the purposes and consideration therein expressed, In the capacity stated, and as the act and de=d of said cory

Given under my hand and seal of office this the 2% day of 1
§ /45, MONICA MARLOWE §
«
i'g*, Q NOTARY PUBLIC E ~ Noary Public in and for
STATE OF ___TEXAS : State of Texas  § .
<-\*Q;s¢j*= Comm. Exp. 10-30-99 ¢ ICOBEORETONACKNOWLEDGMENT)
COUNTYOF__TARRANT ¢ ol m
BEFORE ME, the undersigned authority, oa this day perscnally appeared John A, St Fquky
known to me to be the person whose name it subscribed to the foregoing instnument, as Ca-Trustee " o
e B Hill Trust Estate : and acknowledged to me that he acnmd the same

for the purposes and consideration therein expressed, in the capacity stxizd, and as the act and deed ofsasdmmﬂ{ trust.

Given under my hand and seal of offics this the lb'trl:layot‘ September .1998 E E i s

SHEILA D. R!CHAQDG
Tarrant County, TX

1stazy Public, State of Texas .
#y Commissica Expires June 27, 15..200! Notary Public in and for

(INDIVICUAL ACKNOWLEDGMENT)

COU‘V,E‘( OF__TnpRANT

. rme, the undersigned authority, on this day personally sppeared_ Virginia Glenn Hill Lattimore, Individually

apd as Co-Trustee of the Houston and Fmma Hill Trust Estate
knowh"S tac 1o be the persons whose names are subscribed to the foregoing insoument, and acknowledged (o me that they executed the same for the purpeses and

consi®Afon therein expressed.
.

-:---E‘,iven under my hand and seal of office this the 14th day of /SEPtETIJhEI' ” 98 ‘
- 4 i V i
SHEILA D. RICHARDS % 0 () O a0 gl

L]
*esecde
g Matary Public, Stats of Texas . B
H 4y Commission Expires June 27, | Notary Public in and for, Tarrant County, TX
.:...:
STATE OF (INDIYIDUAL ACKNOWLEDGMENT)

COUNTY OF TARRANT

Before me, mcmdem ed authoriy, on this a"ﬁ esenill a abed James Robert Hill, Individually and as

Co-Trustee of e Houston an Trust Estate
known to me to be the persens whcsa names ars subscribed to the [or:gomg 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 thisthe___11th day of (September , 1998 -
f“'r__\"‘ ._‘,('h .~ ] .
%/ SHEILA D. RICHARDS Notary Publicinand for_Tona s oo A TX
| ey Puitiln, Stafie off eane
) &  Tommissian Egires lune 27, &&-001
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“EXHIBIT A”

\ Attached to and made a part of Oil and Gas Lease ‘
dated August 19, 1998 by and between Virginia Glenn Hill Lattinioreﬂg
James Robert Hill and John A. Stg‘sky, Co-Trustees of the Houston
And Emma Hill Trust Estate; Virginia Glenn Hill Lattimore, Individually; and
James Robert Hill, Individually, as the owner of the soil, and Clay Johnso;, 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 Iincs" 18 inches
deep below the surface of the ground.

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

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

':’Z.:'Nomimstanding any other provisions of this lease to the contrary, it is expressly understood and agreed that Lessee will not
. pollute any water aqulfers or fresh water in, upon or under the leased premises, and Lessee agrees to notify the owner of the 5011
Lo ln writing if fresh water is encountered during drilling, or if a fresh water formation is penetrated.
..'.
«o3eeJ-essee further agrees to maintain all drill sites and other portions of the surface used or occupied by Lessee, its successors or
®  ‘assigns, free and clear of weeds and noxious vegetation and will maintain the same in a reasonable manner to prevent additional
damage to the owner of the soil’s other land and crops.
..t.‘.
.
o .Upon written demand by the owner of the soil, Lessee shall build and maintain fences around its slush, sump and drainage pits
®+***2and 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.
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General Land Office
Relinguishmnt Act Lease Form
Revised, September 1997

OIL AND GAS LEASE

THIS AGREEMENT is made and eatered into this__ 1 9 dayof AUQUSE 1998 |, between the State of Texas, scting by and through |
Investments, Inc., Rggert W. Debolt, President and .ff{T Me&%r,
Individually of S
301 T.La Mesa, Encinitas, CA 92024 said agent
(Give Permanent Address) -

h:ninrefemdmn&mof&mn(wmmwmnxﬂ—%mﬂn .
7 3 W.-Wall. Suite 800 of

Midland. Texas 79701
(Give Permanent Address)

hereinafter called Lesses,

1. GRANTING CLAUSE. Formdinmidenﬁonofmemnncdbduwmdofﬁcmmdwmbepﬁd.bmmdpaﬁmdby
Lessee under this lease, the State of Texas acting by and through the owner of the soil, hereby grants, leases and lets unto Lesses, for the sole and oaly purpose of
prospecting and drilling for and producing oil and gas, laying pipe lines, building tanks, storing oil and building power stations, telepbone Iines and other souctures
thereon, to produce, save, taks care of, treat and transport said products of the lease, the following lands situated in Reeves County, State
of Texas, to-wit: ;

Block 58, Public School Land Survey
Section 14: E/2. (35 net acres)
Section 14: SW/4 (15.55 net acres) ,

* @ e -
mnzaj:;iég 480 acres, more o less. The bonus consideration paid for this lease is as follows:
. L
S Tothe State of Texas:___One Thousand Two Hundred Sixtv-three and 75/100----
Vi Doilars (3, 0 [ Jf ol il _J)
“eves’ To the ownerofthe soit: ON€e Thousand Two Hundred Sixty-three and 75/100---
.ll-.: Dollars (3 T B o) =) :
. L]
. Total bonus consideration: Two Thousand Five Hundred Twenty-seven and 50/100--
.Ooto: DO“ZS(S 2:527.50 J .
. . .
The total ponus consideration paid represents a bonus of Fifty and NO/].OO -----------------------
-t Deilars (S 50.00 ) peracre,0n DU . DD netacres.
2 TERM. Subject to the other provisions in this lease, this lease shall be foratermof ___Five (5) years from this dazz

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

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 werminate 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 § 1.00
Second $ 1.00
Third $16.67
Fourth $16.67
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4. PRODUCTION ROYALTIES. Upon production of oil and/or gas, Lesses asrea 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 25 311

condensate, distillate, and other liguid hydrocarbons recovered from oil or gas run through a separator or other equipment, zs hereinafter provided, shall be
: 3/16 part of the gross production or the market valoe 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
hyqurbons.mpecdvdy.otalﬂcetypeudmvityhmmmwbe::pmducudmdwbmmorZ)memghmMpﬁuthmfoﬂ‘uudqudhme
general area where prodluced and when run, or 3) the gross proceeds of the sale thereof, whichever is the greater. Imummabefmmymmwdm&
lmcdprtmis:sismld.uscdorpmmdin:planl.kwmbem&uofcanmmemyﬂtymmmmnadeqmonmdmupmmrufmnvenﬁomm“
other equipment at least as efficient, so that all liquid hydrocarbons recoverable from the gas by such means will be recoversd. ﬂxcnqukmtmnsuchmbem
through a separator or other equipment may be waived in writing by the royalty owners upon such terms and conditions as they prescribe.

(B) NON PROCESSED GAS. Royalty on any gas (including flared gas), which is defined as all hydrocarbons and gaseous substances not defined
as oil in subparagraph (A) above, produced from any well on said land (except as provided herein with respect o gas processed in 2 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, &t the option of the
owner of the soil or the Commissioner of the General Land Office, such valuc to be based oa the highest market price paid or offered for gas of comparable quality in
lh:zenerala:uwhcrepmdu:edmdwhnmudwmyﬁxpﬁdwoﬂcxdmﬁem&m.wﬁc&vuhhmprcvidedﬂ:axd::mnz’mmmm
hmmnhgﬂummdad:islmemnmumyﬁmamdl4.63pomdspasquu=in=h:bsolnﬂ.ndﬂnmnduﬂbasemmc:hﬂbes&q(so)
degr::aFa.hr:nhcit.comcdonu:bem.adefarp!mu'caccordingnoBoylc'sl..;w,mdfnrsgedﬁcmvitym:ﬁngtommwmwmchmabyu
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 hydrocarboas
shall be 3/16 part of the residue gas and the liquid hydrocarbons extracted or the market value thereof, at the option of the
owner of the soil or the Commissioner of the General Land Office. All royalties due herein shall be based on one hundred percent (100%) of the total plant
production of residue gas atributable to gas produced from this lease, and on fifty percent (50%), or that percent accruing o Lesses, whichever is the greater, of the
total plant production of liquid hydrocarbons artributable to the gas produced from this lease; provided that if liquid hydrocarbons are recovered fom gas processed
in a plant in which Lessee (or its pareat, 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 through such plant under a processing agreement negotiated at arm's length (or if there is no such third
party. g highest percent then being specified in processing agreements or contracts in the industry), whichever is the greater. The respective royalties on residue gas
and oft Yiquid hydrocarbons shall be determined by 1) the highest markst price paid or offered for amy gas (or liquid hydrocarbons) of comparable quality in the
xW& 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),
whe er is the greater. [n no event, however, shall the royalties payable under this paragraph be less than the royalties which would have been due had the zas not
beem processed.

*esss’ (D) OTHER PRODUCTS. Royalty on carbon black, sulphur or any other products producsd or manufactured Som gas (excepting liquid hydrocarbons)
whether jaid gas be "casinghead,” "dry,” or any other gas, by fractionating, buming or any other proc=ssing shall be 3/16 part of the
gt Yuction of such products, or the market value thereof, at the option of the owner of the soil or the Commissicner of the General Land Office, such market
valug to be determined as follows: 1) on the basis of the highest markzt price of each product for the same month in which such product is produced, or 2) on th
basis of L.hc average gross sale price of cach product for the same month in which such products are produced; whichever is the greater. .

Seeven

* ® 5. MINIMUM ROYALTY. During any year after the expiration of the primary term of this lease, if this lease is maintained by production, the royalties
paichtndér this lease in no event shall be Jess than an amount equal to the total annual delay rental berein provided; otherwise, there shail be due and payable on or
before te last day of the month succeeding the anniversary date of this lease a sum equal to the total annual rental less the amount of royalties paid during the
preceding year. HParagraph-3-of thistease-does notspecify-s-delay-rental-amount-thea- for the purposes of this paragraph, the delay rental amount shall be one
dollar ($1.00) per acre.

6. ROYALTY IN KIND. Norwithstanding any other provisioa in this lease, at any time or fom 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 sotice to the holder of the lease, require that the payment of any royalties
accruing to such royalty owner under this lease be made in kind. The owner of the soil's or the Commissioner of the General Land Office's right to take its royalty ia
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 |ease. -

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, stering, scparating, treating, dehydrating, compressing, processing, transporting, and otherwise making the oil, gas and other producs E
herzunder ready for sale or use. Lessee agrees to compute and pay royalties on the gross value received, including any reimbursements for severance taxes and
production related costs.

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

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

Payment of royalty on production of il and gas shall be as provided in the rules set forth in the Texas Register. Rules currently provide that roya]ty.on oil is due
and must be reczived in the General Land Office on or before the Sth day of the second month succeeding the month of production, and royalty on gas is du:l and
must be received in the General Land Offics on or before the 15th day of the second month succseding the month of production, accompanied by the affidavit of the .
owmier, manager or other authorized agent, completed in the form and manner prescribed by the General Land Offics and showing the gross amount and disposition 0
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 pro%@‘-éﬁfﬂse%l”e

ACoF D

copy of

Original filed i
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lndmvaluehdudin;gmmanlﬁnp.pipdinemipu,pslhiclecdpuMo&ud&bwmdaofmmtpmdmdmdpmhwpipdinqm
or pools and gas lines or gas storage, and any other reports or records which the General Laod Office may require to verify the gross production, disposition and
market value. Inallm:sMw&oﬁwof:mmwmummclmemwkﬁbdhhmI..andOﬁice. Each royalty payment shall be
ucompmiedhyadleckmb.schedde,mmryorodurmdmdﬁum;bymemipdGmundOEieelunmmbwmemmcfmtyk;n‘
paid on each lease. lfm:p-yshhm:lqonorbeﬁmthhyamdsysuﬂzhmyﬂqmw&gﬁml&umnpﬂaﬂyd%mhmyﬂqw
$25.00, whichever is greater. A royalty payment which is over thirty (30) days late shall accrue 2 penalty of 10% of the royalty due or $25.00 whichever is greaer.
In addition to a penalty, royalties shall accrue interest at a rate of 12% per year; such interest will begin accruing when the royalty is sixty (60) days overdue.
AfTidavits and supporting documents which are not filed when due shall incur a penalty in an amount set by the General Land Office administrative rule which is
cffective on the date whea the affidavits or supporting documents were due. The Lessee shall bear ail responsibility for paying or causing royalties to be paid as
prescribed by the due date provided herein. Payment of the delinquency penalty shall in no way operate to prohibit the State's right of forfeiture as provided by law
nOr act 1o 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 furnish the Commissioner of the General Land Office with
its best possible estimate of oil and gas reserves underying 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 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 Attomncy General, the Governor, or the representative of any of them. .

(B) PERMITS, DRILLING RECORDS. Written notice of all operations oa this lease shall be submitted to the Commissioner of the General
Land Office by Lessee or operator five (5) days before spud date, workover, re-entry, temporary abandonment or plug and abandonment of any well or wells. Such
written notice to the General Land Office shall include copies of Railroad Commission forms for application to drill. Copies of well tests, completion reports and
plugging reports shall be supplied to the General Land Office at the time they are filed with the Texas Railroad Commission. All applications, permits, reports or
other filings that reference this lease or any specific well on the leased premises and that are submittzd to the Texas Railroad Commission or any other govemmental
agency shall include the word *State” in the title. Additionally, in accordance with Railroad Commission rules, any signage on the leased premises for the purpose of
identifying wells, tank batteries or other associated improvements to the land must also include the word *State.” Lessee shall supply the General Land Office with
any records, memoranda, accounts, reports, cuttings and cores, or other information relative to the operation of the above-described premises, which may 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 cn the above described premises and shall transmit a true copy of
lhc?&.qf;:nhmeyonunhwcuwlheG:nu:l[andomcewilhinﬂftcen(lS)day::ﬂumemakh;ofsaidmey. '

. a0
rae (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 Qffice.

«****11. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, during the primary term hereof and prior to discovery and production
of 0if*dr"ghs 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
gasdsg Y 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 8f confpletion of said dry hole or cessation of production Lessee commences additional drilling or reworking operations thereon, or pays or tenders the next
annualPdelay 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
eorggl;fﬂl’nd abandoned, or the production of oil or gas should cease for any cause, Lessee's rights shall remain in full force and effect without further operations
until*the cepiration of the primary term; and if Lessce has not resumed production in paying quantities at the expiration of the primary term, Lessee may maintain this
leage by conducting additional drilling or reworking operations pursuant to Paragraph 13, using the expiration of the primary term as the date of cessation of
productiom 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 hercin 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 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 czase from any cause, this lease shall not terminate if Lessee commences additional drilling or reworking operations within sixty (60) days
after such cessation, and this lease shall remain in full force and effect for so long as such operations continue in good faith and in workmanlike manner without
interruptions totaling more than sixty (60) days. If such drilling or reworking operations result in the production of oil or gas, the lease shall remain in full force and
effect for so long as oil or gas is produced from the leased premises in paying quantities or payment of shut-in oil or gas well royalties or payment of compensatory
royalties is made as provided herein or as provided by law. If the drilling or reworking operations result in the completion of a well as a dry hole, the lease will not
terminate if the Lesses commences additional drilling or reworking operations within sixty (60) days after the completion of the well as a dry hole, and this lease
shall remain in effect so long as Lessee continues drilling or reworking operations in good faith and in a workmanlike manner without interruptions totaling 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 hlVif{E
jurisdiction over the production of oil and gas. If, at any time after the expiration of the primary term of a lease that, until being shut in, was being maintained in
force and effect, a well capable of producing oil or gas in paying quantitics is located on the leased premises, but oil or gas is not being produced for lack of suitable
production facilities or lack of a suitable market, then 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. |
ameunt-then for the purposes of this paragraph, the delay rental amount shall be one dollar (51.00) per acre. To be effective, each initial shut-in oil or gas royalty
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mmbﬂpaidonorbefor::([)ﬂuapinﬁouofﬂseprimwmmmdapmameLmummmoﬂm;nhmmmmumsoay, o
lﬂaLnsscemplcﬂl&ﬂlhlumﬁngmﬁonhmﬁmm!mpmisiuns:whid:everdm:islu:st.Suchpaymemsballhemon_hdr(w) -
lnm=Ct!mmisionetofmgGmaalundoﬁccmdonc-hlf(m)mtheomoﬂhesoﬂ. lfmeshm-iaoilotgumyﬂtyispaid.thelemshallb:omsidercdtnbc '
lﬂﬂd“milusemdlheplymm:hallmcnddu:t:rmoflh:lmefonpaiodofoneywﬁomlbemdofmeprinmymurhmmeﬁrstdayofugm,h g
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 k

lease for four more successive periods of one (1) year by paying the same amount cach 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
cneinwhichdniuze'rocurri.ug_mcﬁmwconﬁnwmmmm:ksebyp-ﬁngmeshm-inoﬂotgzmyﬂtyshﬂme.butbclwe:hﬂmhm’
for the remainder of the year for which the royalty has been paid. Thmemthnh&clemfaMmmanmsbymeqhgmmy
roy:lty::ﬂlcroyaltynt:mﬁ&dh&elmd&cmmwuorpmdmﬁmﬁommcmmgmmuwmtmplmhhmm
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
Gcaen.lLme‘l!ﬁoeandcne-ha.lf(lﬂ)mdnmofmesoil.be;imingonotbcﬁumehstdayoﬁbemndlfollcwiugmcmomhinwhichlhcoi]orp,i,
pmduccd&uaﬂnw:ﬂmhgdwdnimgeormkmpleml'mmcmnpmdudngmirmdbmdwiminmmommd(l.WO)tmofmcMm
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. 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 offsey .
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 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 10 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 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 o a proration unit for each such producing well under the rules
and,tgflAsjons 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
lhcml.lgna.lloca:cd 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
pruamonpurposcs. 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, ggisting 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

retfiged Igflds and for the gathering or transportation of oil, gas and other minerals produced from the retained lands.

i ’
®3***{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
t:rmin‘:l: as to all depths below 100 fect below the total depth drilled (hercinafter "deeper depths”) in cach well located on acreage retained in Paragraph 16 (A)
above, un{_m 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
considesion for this lease (as specified on page 1 hereof). If such amount is paid, this lease shall be in force and cffect as to such desper depths, and said
terminatiod shall be delayed for an additional period of two (2) years and so long thereafter as oil or gas is produced in paying quantities from such desper depths

covggedyhyathis 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 partial
termination of this lease as provided herein, Lesses shall execute and record a release or releases containing a satisfactory legal description of the acreage and/or
depths not retained hereunder. The recorded release, or a certified copy of same, shall be filed in the General Land Office, accompanied by the filing fee prescribed
by the General Land Office rules in effect on the date the release is filed. If Lessee fails or refuses to execute and record such release or releases within ninety (90)
days after being requested to do so by the General Land Office, then the Commissioner at his sole discretion may designate by written instrument the acreage and/or
depths to be released hercunder and record such instrument at Lessee's expense in the county or counties where the lease is located and in the official records of the
General Land Office and such designation shall be binding upon Lesses for all purposes.

17. OFFSET WELLS. Neither the bonus, delay rentals, nor royalties paid, or to be paid, under this lease shall relieve Lessee of his obligation to protect
the oil and gas under the above-described land from being drained. Lessee, sublessee, recsiver or other agent in control of the leased premises shall drill as many
wells as the facts may justify and shall use appropriate means and drill to a depth necessary to prevent undue drainage of oil and gas from the leased premises. In
addition, if oil and/or gas should be 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 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 ;Eom 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 autherity, then while so prevented, Lessee's obligation to comply with such covenant shall be suspended and Lesses

shall not be liable for damages for failure to comply with such covenants; additionally, this lease shall be extended while Lessee is 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 zas. > .
+rue ard Correst
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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
paynmuawedonlheImedwmkd.mmcemymmeﬁghnofmemofmcmﬂinmmambypayingmymnpge_mu“mﬁm
on the leased premises. u‘Lame:'.makupa:.rrnclmt'mbe.lnlt‘c:vl’thet.wwmrcat‘l.m:snuilundel-t.l:isparag:rnph.1.::1.-.1::m:yre‘:-:nrenlseet:s:t}fthm:paym..:msﬁmmhg
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 x
described land, whether or not Lessee's interest is specified herein, then the royalties and rental berein provided to be paid to the owner of the soil shal be paid o him
in the proportion which his interest bears to the entirc undivided surface estate and e royaities 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 v ue 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-sixteeath (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 hereunder shall be reduced according to the number of acres pooled, released, surrendered, or otherwise severed, so that
payments determined on a per acre basis under the terms of this lease during the primary term shall be calculated based upoa the number of acres outside the
boundaries of a pooled unit, or, if after the expiration of the primary term, the number of acres actually retained and covered by this lease.

2]1. 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.

e ¢e24. 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
writtan"qaadent of the owner of the soil. .

“es® 35. POLLUTION. In developing this area, Lessee shall use the highest degree of care and all proper safeguards to prevent pollution. Without limiting the
forcgojng, pollution of coastal wetlands, natural waterways, rivers and impounded water shall be prevented by the use of containment facilities sufficient to prevent
spillagg, scepage or ground water contamination. In the event of pollution, Lessce shall use all means at its disposal to recapture all escaped hydrocarbons or other
polhutant and shall be responsibie for all damage to public and private properties.. Lessee shall build and maintain fences around its slush, sump, and drainage pits
and tank 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
slushepisad cellars and completely clean up the drilling site of all rubbish thereon. Lessee shall, while conducting operations on the leased premises, keep said
premises frie 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
conditfon and contours as is practicable. Tanks and equipment will be kept painted and presentable.

-

Sesene

= 26. REMOVAL OF EQUIPMENT. Subject to limitations in this paragraph, Lessee shall have the right to remove machinery and fixtures placed by ;
chir,qq[u'. leased premises, including the right to draw and remove casing, within one hundred twenty (120) days after the expiration or the termination ofﬂ'u.s )
leasc*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 gas in paying quantities. Additionally, Lessee may not draw and remove casing until after thirty (30) days written noticz to the Commissioner of the General
Land Office and to the owner of the soil. The owner of the soil shall become the owner of any machinery, fixtures, or casing which are not timely removed by Lessee

under the terms of this paragraph.

27. (A) ASSIGNMENTS. Under the conditions contained in this paragraph and Paragraph 29 of this lease, the rights and estates of either party to this
lease may be assigned, in whole or in part, and the provisions of this lease shall extend to and be binding upon their heirs, devisees, legal representatives, Successors
and assigns. However, a change or division in ownership of the land, rentals, or royalties will not enlarge the obligations of Lessee, diminish the rights, privileges
and estates of Lessee, impair the effectiveness of any payment made by Lessee or impair the effectiveness of any act perforrned by Lesses. And no change or
division in ownership of the land, rentals, or royalties shall bind Lesses for any purpose until thirty (30) days after the owner of the soil (or his heirs, dcviscu_. legal
representatives or assigns) furnishes the Lessee with satisfactory written evidence of the change in ownership, including the original recorded muniments of title (or 2
certified copy of such original) when the ownership changed because of a conveyance. A total or partial assignment of this lease shall, to the extent of the interest
assigned, rclieve 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, ﬂ'fc right and
option to pay rentals shall be apportioned as between the several owners ratably, according to the area of each, and failure by one or more of them to pay his share of
the rental shall not affect this lease on the part of the land upon which pro rata rentals are timely paid or tendered; however, if the assignor or assignee does not file a
certified copy of such assignment in the General Land Office before the next rental paying date, the entirc lease shall terminate for failure to pay the entire rental due
under Paragraph 3. Every assignee shall succeed to all rights and be subject to all obligations, liabilitics, and penalties owed to the State by the original lessee or any

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

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

(1) anominee of the owner of the soil; X X 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 parter or is - employee of such a partnership;
(4) a principal stockholder or employee of the corporation which is th:lowncr of the soil;
i i ich is the owner of the soil; "
(5) apartner or employee in a partmership which is Frue and Sorrest
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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) 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
relicved of all subsequeat obligations as to acreage surrendered. If any part of this lease is properly surrendered, the delay rental due under this lease shall be redyced
by the proportion that the surrendered acreage bears W iie acreage which was covered by this lease immediately prior to such surrender; however, such release will
not relieve Lessee of any liabilities which may have accrued under this lease prior to the surrender of such acreage. :

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

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

31. 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
?n-.-mis::. 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 Commissianer of the General Land Office, or if Lessee should fail o file reports in the manner
required by law or fail to comply with rules and regulations promulgated by the General Land Office, the School Land Board, or the Railroad Commission, or if
Lessee should refuse the proper authority access to the records pertaining to operations, or if Lessee or an authorized agent should knowingly fail or refuse to give
correct information to the proper authority, or knowingly fail or refuse to 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 forfcit same when sufficiently informed of the facts which authorize a
forfejthg? 4gd when forfeited the area shall again be subject to lease under the terms of the Relinquishment Act. However, nothing herein shall be construed as
waiviflg h€ automatic termination of this lease by operation of law or by reason of any special limitation arising hereunder. Forfeitures may be set aside and this
leasg &gl rights thereunder reinstated before the rights of another intervene upon satisfactory evidence to the Commissioner of the General Land Office of future
compMance with the provisions of the law and of this lease and the rules and regulations that may be adopted relative hereto.

eeeadld. 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 dasd 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 addjtion to the lien provided by Texas Natural Resources Code 52.136 and any other applicable statutory lien, an express contractual lien on and security
intefe3M 4P 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
proceegs arc held by Lessee or by a third party, and all fixtures on and improvements to the leased premises used in connection with the production or processing of
such leased minerals in order to securce 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'!.lmiqsor may suffer by reason of Lessee's breach of any covenant or condition of this lease, whether express or implied. This lien and security interest may be
foreclosed 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
Cornmessioncr may require Lessee to execute and record such instruments as may be reasonably necessary to acknowledge, attach 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

herein,
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 0il 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 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 Lesses on the leased premises
hereunder, or that may arise out of or be cccasioned by Lessee's breach of any of the terms or provisions of this Agreement, or by any other negligent or strictly liah.le
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' fecs 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 surfacs of the leased premises; and those that may arise out of or be occasioned by Lessee’s breach of any of the terms or provisions of this _
Agreement or any other act or omission of Lessee, its directors, officers, employees, parmers, agents, contractors, subcontractors, guests, invitees, and their respective
successors and assigns. Each assignee of this Agreement, or an interest therein, agrees to be liable for, exonerate, indemnify, defend and hold harmless the State of
Texas and the owner of the soil, their officzrs, employees, and agents in the same manner provided above in connection with the 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, JOE_?:I?L-le aHd Borrect

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, mm«:awmmmmmummmmﬁ; .
in, on, or under, the leased premises, by any wastz, 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
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 o regulation ("Hazardous Materials™), ncepmnﬁnxypmdwumunodymedineomecdonwi&oﬂmdm
exploration and development operations and stored in the usual manner and quantities. LESSEE'S VIOLATION OF THE FOREGOING PROHIBITION
SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND
DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST ANY CLAIMS, DAMAGES, JUDGMENTS, PENA.LTlEs,
LIABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS' FEES AND COURT COSTS) CAUSED BY OR ARISING OUT OF maA
VIOLATION OF THEFOREGOING PROHIBITION OR () THE PRESENCE, RELEASE, OR DISPOSAL OF ANY HAZARDOUS MATERIALS ON
UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OR CONTROL OF THE LEASED PREMISES. LESSEE SH,\LL.
CLEAN UP, REMOVE, REMEDY AND REPAIR ANY SOIL OR GROUND WATER CONTAMINATION AND DAMAGE CAUSED BY THE
PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE’S
OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITH THE REQUIREMENTS OF APPLICABLE LAW. THIS
INDEMNIFICATION AND ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE ACTIONS UNDERTAKEN
PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IMMEDIATELY GIVE THE STATE OF
TEXAS AND THE OWNER OF THE SOIL WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS PARAGRAPH, UPON
LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY GOVERNMENTAL *
AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBLIGATIONS OF LESSEE
HEREUNDER SHALL SURVIVE THE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF THIS AGREEMENT.

37. APPLICABLE LAW. This lease is issued under the provisions of Texas Natural Resources Code 52,171 through 52.190, commonly known as the
R:lingnishmcn:A::. and other applicable statutes 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 ia the
General Land Office of the State of Texas. Once the filing requirements found in Paragraph 39 of this lease have been satisfied, the effective date of this lease shall

be the date found on Page 1. '

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
Clerkif 4gy 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
effefivt®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
Tegd*Nayral Resources Code 52.183. Additionally, this lease shall not be binding upon the State unless it recites the actual and ue consideration paid or promised
for @®cutdon of this lease. The bonus due the State and the prescribed filing fes shall accompany such centified copy to the General Land Office. )

* * See Exhibit "A" att ed for additional lease provisions.
LA LN ]
: VA 5ol
o LESSEE
BY: Clay Johnson :

o n_ O

STATEOF T3 STATE OF TEXAS
\/BY. AL F DA Z 7 AN 3 BY:
Individually and as agent for the SIJ.I:fIaus ROober ._Debolt, Individually and as agent for the State of Texas
President of Meeker 1Investments, Inc.
; I')I‘ax ID#
ate:

Date; /{J“l e ?X

STAW STATE OF TEXAS _
J BY: BY:
Individually and as agent for the State of Texas

Individually and as agent for the State of Texas
J.J. Meeker, Individually SS#
Date: [0-1-9% Date:

True and Correel
copy of :

Original filed in

Reeves County
Clerks Office




STATE OF (CORPORATION ACKNOWLEDGhn;Nn

COUNTY OF,
BEFORE ME, the undersigned authority, o this day personally appeared o __
! A
mm;edmmmumum‘-.‘
fﬂfmpmﬂﬁmmmmhﬂﬂcmMMHmeundwnfnideotpom

howmm:mhhmwbmhmkmbm‘bedmhto&mhlhm&u

Given under my hand and seal of office this the day of ;19 .
Notary Public in and for
STATE OF . (CORPORATION ACKNOWLEDGMENT)
— :
county ofounty of San Dieg
BEFORE ME, the undersigned authority, on this day personally sppeared__RObert W. Debolt
known to me to be the person whose name is subscribed to the foregoing instrument, as Prgsiden{; of
Meeker Investments, Inc. __and acknowledged to me that he executed the same
for the purposes and consideration therein expressed, in the capacity stated, and as the act and deed of said corporation.
Given under my hand and seal of office this the__/ '~ day of [0 Mo ke 19 9%
» e = ’ . - o ) - '.4:‘ é ‘29 !g : !
.' ..‘
tene = Notary Publicinand for_State of Califomlea
LI =
LB = County of San Diego

Szt {Ay Com“r n. Expires ?\.;u fl?/ 1999
. (INDIVIDUAL ACKNOWLEDGMENT)

J.J. Meeker, Individually

ﬂsﬁé
com%d vl

* Before me, the undersigned authority, oa this day personally appear=d

known%o me*to be the persons whose names are subscribed to the foregoing instrument, and zcknawl:dged to me that they executed the same for the purposes and
consxig:alg:: therein expressed. —

} A day of C\? Apber 1999
ELSIE COSTA —5&’
COMM. # 1039622 Notary Public in and for
Motary Public — California =
/ SANDEGOCOUNTY  : County of San Diago
My Comem. Expires MAR 27, 1999 (INDIVIDUAL ACKNOWLEDGMENT)

Gw:n under my hand and seal of office this the

STATE OF T‘”M LT
COUNTY OF (¢ dfé fai

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

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.
day of ﬂ%m , 19 9 g =
i G =
NTARY FUBLIC % Notary Public in and for, MM

Given under my hand and seal of office this the @

NOTARY PUBLIC
State of Texas
Comm. Exp. 10-3C-99

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 Meeker Investments, Inc., by
" Robert W. Debolt, President and J. J. Meeker, Individually, as
owner of the soil, and Clay Johnson, as Lessee.

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

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

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

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.

':?':: Pessee may use no more of the surface of the leased premises than is reasonably necessary to use for the purpose?of which this
KU 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.
L4

e.

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

o **“* only those structures which are reasonably necessary for production facilities or tank batteries shall be erected on the surface of

LLE )

the leased premises.

“8vaae
- -

¥

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

.
LT X ]

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

12.

assigns, free and clear of weeds and noxious vegetation and will maintain the same in a reasonable manner to prevent additional
damage to owner of the soil’s other land and crops.

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

. 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.

Lessee agrees to notify owner of the soil prior to drilling any well and upon completion
or p]ugg1ng of any well. Owner of the soil can make reasonable inquiries with Lessee
regarding drilling information.

True and Correet
copy of
Original 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 and entered into this__1 9 dayof August 199LMu5m°qmmwwm¢;u

sgent__Julian Wade Meeker, Daniel Hill Meeker and Lawrence Hill Meeker,
T asis Gf T Tt Nt

6300 Ridglea Place, Suite 1008, Fort Worth, Texas 76116 said agent
= (Give Permanent Address) .
huehnfmedmuduomofdumﬂ(wbednmwm).md_%%x_mm___
W.-Wall, Suite 800 of
' - Midland, Texas 79701
(Give Permanent Address)
hereinafter called Lessee.

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

of Texas, to-wit:
Block 58, Public School Land Survey
. Section 14: E/2. (35 net acres)
el Section 14: SW/4 (15.55 net acres)
contuining_ 480 acres, more or Jess. The bonus consideration paid for this lease fs as follows:
‘::::' To the State of Texas: One Thousand Two Hundred Sixty-three and 75/100----
. Dollars (5 1,263 .75 )
o2 & Tothe ownerofthe soil: 0Ne Thousand Two Hundred Sixty-three and 75/100---
. Dollars (S, P T - .
ssnens
By Total bonus consideration: TWO Thousand Five Hundred Twenty-seven and 50/100--
sseees Dollars (S___2,527,50 ) :
The total bonus consideration paid represents a bonus of ritty anleNo/100r=——nmrm=mm e
Dollars (S 50.00 ~ ) perace,on D0 . DD netacres.
2 TERM. Subject to the other provisions in this lease, this lease shall be foratermof___Five (5) years from this daze

(herein called "primary term™) and as long thereafter as oil and gas, or cither of them, is produced in paying quznti:'ies from said I_md.
As used in this lease, the term "producsd in paying quantities” means that the receipts from the sale or other authorized commercial use of the substance(s) covered

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

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

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

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

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

(#] 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 herein shall be based on one hundred percent (100%) of the total plant
production of residue gas attributable to gas produced from this lease, and on fifty percent (50%), or that percent accruing to Lessee, whichever is the greater, of the
total plant production of liquid hydrocarbons artributable to the gas produced from this lease; provided that if liquid hydrocarbons are recovered from gas processed
i 3 plamt 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
th® 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
R, the highest percent then being specified in processing agreements or contracts in the industry), whichever is the greater. The respective royalties on residue gas
artPon Mquid hydrocarbons shall be determined by 1) the highest market price paid or offered for any gas (or liquid hydrocarbons) of comparable quality in the
gentral 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),
Wivishewgr 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
beem processed.

.
sgers (D) OTHER PRODUCTS. Royalty on carbon black, sulphur or any other products produced or manufactured from gas (excepting liquid hydrocarbons)
whether said gas be "casinghead,* *dry,” or any other gas, by fractionating, buming or any other processing shall be 3/16 part of the
gross proguction of such products, or the market value thercof, at the option of the owner of the soil or the Commissioner of the General Land Office, such market
va#l§e &% determined as follows: 1) on the basis of the highest market price of each product for the same month in which such product is produced, or 2) on the
basis of the average gross sale price of each product for the same month in which such products are produced; whichever is the greater. ¥

sesees
l,'dﬂ ¢ . 5. MINIMUM ROYALTY. During any year after the expiration of the primary term of this lease, if this lease is maintained by production, the royalties
paid under this lease in no event shall be less than an amount equal to the total annual delay rental herein provided; otherwise, there shail be due and payable on or
before the last day of the month succeeding the anniversary date of this leasc a sum equal to the total annual rental less the amount of royalties paid during the
)”’4 preceding year. If Paragraph-3-of this-{ease-does notspecify-a-delay-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 cither, upon not less than sixty (60) days notice to the holder of the lease, require that the payment of any myaltim.
accruing to such royalty owner under this lease be made in kind. The owner of the soil's or the Commissioner of the General Land Office's right to take its royalty in

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

7. NO DEDUCTIONS. Lesses agrees that all royalties accruing under this lease (including those paid in kind) shall be without deduction for the cost of
producing, gathering, storing, separating, treating, dehydrating, compressing, processing, transporting, and otherwise making the oil, gas and other products 3
hereunder ready for sale or use. Lessee agrees to compute and pay royalties on the gross value received, including any reimbursements for severance taxes and
production related costs.

8. PLANT FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as may represent this lease's proportionate share of any fuel used to )
process gas produced hereunder in any processing plant. Notwithstanding any other provision of this lease, and subject to the written consent of the owner of 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 been removed; no royalties shall be payable on the recycled gas
until it is produced and sold or used by Lesses in a manner which entitles the royalty owners to a royalty under this lease.

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

Payment of royalty on production of oil and gas shall be as provided in the rules set forth in the Texas Register. Rules currently provide that royalty on oil is due
and must be received in the General Land Office on or before the Sth day of the second month succeeding the month of production, and royalty on gas is duc and
must be received in the General Land Office on or before the 15th day of the second month succeeding the month of production, accompanied by the affidavit 'oflhl:
ownmer, manager or other authorized agent, completed in the form and manner prescribed by the General Land Office and showing the gross amount and dispgsmclln. of
all oil and gas produced and the market value of the oil and gas, together with a copy of all documents, records or reports confirming the gross production, disposition
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and market value including gas meter readings, pipeline receipts, gas line receipts and other checks or memoranda of amount produced and put into pipelines,

or poals and gas lines or gas storage, and any other reports or records which the General Land Office may require to verify the gross production, disposition and
market value. In all cases the authority of a manager or agent to act for the Lessee herein must be filed in the General Land Office. Each royalty payment shal] pe
accompanicd by a check stub, schedule, summary or other remittance advice showing by the assigned General LndOﬂ‘iceleuenumbamemuntofmyﬂqbﬁn‘
paid on each lease. If Lessee pays his royalty on or before thirty (30) days after the royalty payment was due, then Lesse owes 2 penalty of 5% on the royalty or
$25.00, whichever is greater. Amyﬂrypaymentwhich'novenhiny(BO)daysluclhﬂlmeapenﬂtyoflo%aﬁhemyﬂtydueorﬁs.OOwhichnchm_
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 ocuments 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 royalties to be paid as
prescribed by the due date provided herein. P:ymofmedelinqnmcypenﬂtyshaﬂinmmyopummpmhibkmSm%ﬁghzoffu:feimapmvidcdbth
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 portion of the royalty in dispute as to fair market value. . .

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessce 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 fumish said Commissioner with copies of all contracts under
whichmissoldorpmcm:dandallwbseqmapmmdmhmumwchmmwiﬁh&hy@%daysaﬂamminghmwmakin;mm
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 Govemnor, or the representative of any of them. i

(B) PERMITS, DRILLING RECORDS. Written notice of all operations oa this lease shall be submitted to the Commissioner of the General
Land Office by Lessee or operator five (5) days before spud date, workover, re-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 govemmental
agency shall include the word "State" in the title. Additionally, in accordance with Railroad Commission rules, any signage on the leased premises for the purpose of
identifying wells, tank batteries or other associated improvements to the land must also include the word *State.* Lessee shall supply the General Land Office with
any records, memoranda, accounts, reports, cuttings and cores, or other information relative to the operation of the above-described premises, which may be
mqmﬁd.hylbe(imall.andomce. in addition to those herein expressly provided for. Lessee shall have an electrical and/or radioactivity survey made on the
bore-hele 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
Hw.kg:d.euhsmcyonuchwe!lmmeGmLandOﬁiccwimin fifteen (15) days after the making of said survey. "

(1] .

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

. -

eeseesq]. 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 thereon, or if during the primary term hereof and after the discovery and actual production of oil or
gas from m.c 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
dmoﬂmepletion of said dry hole or cessation of production Lessee commences additional drilling or reworking operations thereon, or pays or tenders the next
annufl 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
compjezed 3nd abandoned, or the production of oil or gas should cease for any cause, Lesses's rights shall remain in full force and effect without further operations
until the exBiration of the primary term; and if Lessee has not resumed production in paying quantities at the expiration of the primary term, Lesses may maintain this
lease by conducting additional drilling or reworking operations pursuant to Paragraph 13, using the expiration of the primary term as the date of cessation of
production under Paragraph 13. Should the first well or any subsequent well drilled on the above described land be completed as a shut-in oil or gas well within the
primary term hereof, Lessce may resume payment of the annual reatal in the same manner as provided herein on or before the rental paying date following the
expiration of sixty (60) days from the date of completion of such shut-in oil or gas well and upon the failure to make such payment, this lease shall ipso facto
terminate. If at the expiration of the primary term or any time thereafter a shut-in oil or gas well is located on the leased premises, payments may be made in
accordance with the shut-in provisions hercof.

12. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. If, at the expiration of the primary term, neither oil nor gas is being
produced on said land, but Lessee is then engaged in drilling or reworking operations thereon, this lease shall remain in force so long as operations on said well or for
drilling or reworking of any additional well are prosecuted in good faith and in-workmanlike manner without interruptions totaling more than sixty (60) days during
any one such operation, and if they result in the production of oil and/or gas, so long thereafter as oil and/or gas is produced in paying quantities from said land, or
payment of shut-in 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 Lesses commences additional drilling or reworking operations within sixty (60) days after the completion of the well as a dry hole, and this lease
shall remain in effect so long as Lessee continues drilling or reworking operations in good faith and in a workmanlike manner without interruptions totaling more
than sixty (60) days. Lessee shall give written notice to the General Land Office within thirty (30) days of any cessation of production.

14. SHUT-IN ROYALTIES. For purposes of this paragraph, "well” means any well that has 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 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 51,200 a year for each well capable of producing oil or gas in paying quantities.
armeramestherrfor 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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mustbepaidonorbefnre:(l)ﬂunphﬁmof&epﬁmmmwuy:aﬁn'theLummmpmduoeoilwgu&omdwlmdpmiscs.wﬂ)soay:
afler 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 consideied 1o pe
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.

4 :

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
dcﬁvmdlnpnyin:qna.nti:iuﬁomawel]bcmdwi:hinm:ﬁomd(l.wo}feaofmkmdprmisumdmplmdhﬂ:emepmduchgmvoh.whm
cauinwlu'c.hMnmhmﬂghﬁmmmﬁnmmmmmbyp:yinlthesant-inoilummyﬂqmnmbmm:lmmmw'
for the remainder of the year for which the royalty has been paid. mmmmummmMmmwmm.w
rny:hyuxhemyaltym:pmviadin:bemummmmofpmmmmﬂmhgmmmwmisoomplet:dh:hemepmdudn‘
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 moath in which the oil or gas is
produced from the well causing the drainage or that is completed in the same producing reservoir and located within oae thousand (1.000) feet of the leased premises.
If the compensatory royalty paid in amy 12-month period is in an amount less than the annual shut-in oil or gas royalty, Lessee shall pay an amountequal 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 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 cperator in drilling such additional well or wells as may be
reasonably necessary for the proper development of the leased premises and in marketing the production thereon.

(A) VERTICAL. In the cvent this lease is in force and effect two (2) years after the expiration date of the primary or extended term it shall thea 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 2 shut-in o0il or gas well as provided in Paragraph 14 bereof), or 2 well upon which Lesses is then engaged in

ngftdops drilling or reworking operations, or (2) the number of acres included in a producing pooled unit pursuant to Texas Natural Resources Code 52.151-

#1 58 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
l-l'.ld ions of the Railroad Commission of Texas, or anmy 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
mdwing 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
inBrzs% and egress from the lands still subject to this lease for all purposes described in Paragraph 1 hercof, together with casements and rights-of-way for existing
roads, exigting pipelines and other existing facilities on, over and across all the lands described in Paragraph 1 hercof ("the retained lands®), for access to and from the
retaded thds and for the gathering or transportation of oil, gas and other minerals produced from the retained lands.

. JB) 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
terminatoeas 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, unl:as 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
congidgsasien for this lease (as specificd on page | hercof). If such amount is paid, this lease shall be in force and effect as to such deeper depths, and said
termihation shall be delayed for an additional period of two (2) years and so long thereafter as oil or gas is produced in paying quantities from such deeper depths

covered by this lease.

(C) IDENTIFICATION AND FILING. The surface acreage rerained hercunder as to each well shall, as nearly as practical, be in the form of a square with
the well located in the center thereof, or such other shape as may be approved by the Commissioner of the General Land Office. Within thirty (30) days after partial
termination of this lease as provided herein, Lessee shall execute and record a release or releases containing a satisfactory legal description of the acreage and/or
depths not retained 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 hercunder and record such instrument at Lessee's expense in the county or counties whers the lease is located and in the official records of the

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

17. OFFSET WELLS. Neither the bonus, delay rentals, nor royalties paid, or to be paid, under this lease shall relieve Lessee of his obligation to protect
the oil and gas under the above-described land from being drained. Lesses, sublesses, receiver or other agent in control of the leased premises shall drill as many
wells as the facts may justify and shall use appropriate means and drill 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 Lessce, 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 fect of the leased premises start producing
in commercial quantities and shall prosecute such drilling with diligeace. 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, 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 T?ﬁéugﬁﬁt’ﬁ%rrect
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19. WARRANTY CLAUSE. The owner of the soil warrants and agrees to defend title to the leased premises. 1f the owner of the soil defaults jn
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 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 royalties and rental herein provided to be paid to the owner of the soil shall be paid 1o him
in the proportion which his interest bears to the entire undivided surface estate and the royalties and rental herein provided to be paid to the Commissioner of the
Geaeral Land Office of the State of Texas shall be likewise proportionately reduced. However, before Lessee adjusts the royalty or rental due to the Commissioner of
the General I..ami()ﬁicc,I.ase-:m'l.li:amlm-mr.l|'|:pr=¢:rsl:alxiwemu.'.:su.bm.itt.u::tha.-.Cm's:lmis.sic:mt.'ro!'thl:Gem:'lll.am'.iOﬂﬁtceaw'l'itt:ustﬂ:r.'mnuwhi::.hex;;,hil-,_”g.,e
discrepancy between the interest 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 cvent shall the Commissioner of the General Land Office receive s 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 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 peoled 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. Lesses shall pay the owner of the soil for damages caused by its operations to all personal property, improyemen
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.

o’ ® %" e24. 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
writth cofisent of the owner of the soil. -
L]

o *** #5. POLLUTION. In developing this arca, Lessee shall use the highest degres of care and all proper safeguards to prevent pollution. Without limiting the
forcgoing pollution of coastal wetlands, natural waterways, rivers and impounded water shall be prevented by the use of containment facilities sufficient to prevent
spillag.e‘s.c;pagc 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
polfikant aad 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 tagk 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
slush pits aad cellars and completely clean up the drilling site of all rubbish thereon. Lessee shall, while conducting operations on the leased premises, keep said
prethB8S e of all rubbish, cans, bottles, paper cups or garbage, and upon completion of operations shall restore the surfacs of the land to as near its original
condition agd contours as is practicable. Tanks and equipment will be kept painted and presentable.

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

under the terms of this paragraph.

27. (A) ASSIGNMENTS. Under the conditions contained in this paragraph and Paragraph 29 of this lease, the rights and estates of either party to this
lease may be assigned, in whole or in part, and the provisions of this lease shall extend to and be binding upon their heirs, devisees, legal representatives, successors
and assigns. However, a change or division in ownership of the land, rentals, or 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 royaltics shall bind Lessez 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 (ora
certified copy of such original) when the ownership changed because of a conveyance. A total or partial assignment of this lease shall, to the extent of the interest
assigned, relicve and discharge 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 liabilitics to the State for unpaid royalties.

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

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

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

(4) a principal stockholder or employee of the corporation which is l.h:- owner of the soil; e True and Correct
(5) a partner or employee in a parmership which is the owner of the soil; [I_' - \ . copy of
1 $%7 <) Original filed in

Jeeves County
Clarks Offira



(6) a fiduciary for the owner of the soil; including but not limited to a guardian, trustee, exccutor, administrator, recgiver, 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.

43. KELEASES. Under the conditions contained in this paragraph and Paragraph 29, Lmum:ynmydm:nmmnddc]ivumﬂmmcrofm 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 surreadered. umpmdmmhmmmuewmmmmmﬁmhw
by the proportion that the surrendered acreage bears to the acreage which was covered by this lease immediately prior to such surrender; however, suchrclusewm

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 relcased, 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 truc 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 Lessee or an authorized
ageat 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 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 Commissipn, 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 refiise 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
vidlale" - 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 requircd by law, the rights
acﬂuﬂ:d 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
fqrfibftg, 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
wat¥ing the automatic termination of this lease by operation of law or by reason of any special limitation arising hereunder. Forfeitures may be sct 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
co.r-pllmge 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" #5236 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 graats the
Statein addition to the liea provided by Texas Natural Resources Code 52.136 and any other applicable starutory 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
proge&®Pe held by Lesses or by a third party, and all fixtures on and improvements to the leased premises used in connection with the production or processing of
such leased 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 #m? B 8ssor may suffer by reason of Lessee's breach of any covenant or condition of this lease, whether express or implied. This lien and security interest may be
foreclosed with or without court proceedings in the manner provided in the Title 1, Chapter 9 of the Texas Business and Commerce Code. Lessee agrees that the
Commissioner may require Lessee to execute and record such instruments as may be reasonably 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
this lease. Should the Commissioner at any time determine that this representation is not true, then the Commissioner may declare this lease forfeited as provided
herein,

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

Resources Code 52.152.

35. INDEMNITY. Lessee hereby releases and discharges the State of Texas aEd the owner of the soil, their officers, employees, partners, agents,
contractors, subcontractors, gucsts, 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 negligent or strictly liable
act or omission of Lessee. Further, Lesses hereby agress to be liable for, exonerate, indemnify, defend and hold harmless the Statz of Texas and the owner of the soil,
their officers, employees and agents, their successors or assigns, against any and all claims, liabilitics, losses, damages, actions, personal injury (including death),
costs and expenses, or other harm for which recovery of damages is sought, under any theory including tort, contract, or strict liability, including attorneys” fees and
other legal expenses, including those related to environmental hazards, on the leased premises or in any way related to Lessee’s failure to comply with any and all
environmental laws; those arising from or in any way related to Lessee’s operations or any other of Lessee’s activities on the leased premises; those arising from
Lessee's use of the surface of the leased premises; and those that may arise out of or be occasioned by Lessee’s breach of any of the terms or provisions of this
Agreement or any other act or omission of Lessee, its directors, officers, employees, parmers, agents, contractors, subcontractors, guests, invitees, and their respective
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 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. Lessce shall use the highest degree of care and all reasonable safeguards to prevent contamination or pollution of y
any environmental medium, including soil, surface waters, groundwater, sediments, and surface or subsurface strata, ambient air or any other environmenta) medium -
in, on, or under, the leased premises, by any waste, pollutant, or contaminant. Lessee shall not bring or permit to remain on the leased premises any asbestos
containing materials, explosives, toxic materials, or substances regulated as hazardous wastes, harardous materials, hazardous substances (as the term
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 CONSTITUTEM MATERIAL BREACH AND DEFAULT HEREUNDER AND LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND
DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST ANY CLAIMS, DAMAGES, JUDGMENTS, PENALTIES,
LIABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS’ FEES AND COURT COSTS) CAUSED BY OR ARISING OUT OF Mma
YIOLATION OF THE FOREGOING PROHIBITION OR (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 GOYERNMENTAL -
AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBLIGATIONS OF LESSEE
HEREUNDER SHALL SURVIVE THE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF THIS AGREEMENT.

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

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

* *°  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
QAR any county in which all or any past of the leased premises is located, and certified copies thereof must be filed in the General Land Office. This lease is not
cffttive’until a certified 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
Tex2s Nawral Resources Code 52.133. Additionally, this lease shall not be binding upon the State unless it recites the actual and truc consideration paid or promised

foreexe@ygion of this lease. The bonus due the State and the prescribed filing fes shall accompany such certified copy to the G::ncn.l Land Office.
signatures and

*See’*ExXhibit "A" attached for ditional lease provisions,
acknorledgments. %
e £ %\/d’

L]
. LESSEE /£
L] :I L : BY:
egee -E TITLE: - U
' IR /7
DATE: @ =5 &

STATE OF TEXAS STATE OF TEXAS
BY: BY:
Individually and as igent 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:

~s~._ Irue and Correct

70\ copy of
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Clerks Office



STATE OF (CORPORATION ACKNOWLEDGMENT)

COUNTY OF

annE&ﬁmmmmm.mmhdwmmnyW s __
o " "
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;sdxhowledgedmmed\nhcexemdm,m .z
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 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 dezd of said corporation. {

319 ;

« we Given under my hand and seal of office this the day of
-

..:..
.
R Notary Public in and for

E TiIAl]
S'r:x:'r_r.gf
COUNTY OF

(INDIVIDUAL ACKNOWLEDGMENT)

-
*2°** Before me, the undersigned authority, on this day personally appearsd

L]
know§*B hie to be the persons whose names are subscribed o the foregoing instrumeant, 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,

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 secal of office this the day of , 19 .

Notary Public in and for,

— True and Correct
275 copy of
(+{947] Original filedin

~\___/ Reeves County
‘ Clerks Office



“EXHIBIT A”

Attached to and made a part of Oil and Gas Lease
dated August 19, 1998 by and between Julian Wade Meeker, Daniel Hill Meeker and Lawrence
Hill Meeker, Trustees UWO J. R. Meeker for Lifetime Benefit of L. H. Meeker, as
owner of the soil, and Clay Johnson, as Lessee.

)

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

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

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

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

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

6. It is further agreed that Lessee, its successors and assigns, shall not erect any buildings or houses on the leased premiées and that
. seonly those structures which are reasonably necessary for production facilities or tank batteries shall be erected on the surface of
*,* .o the leased premises.
anee
*J+* Rotwithstanding any other provisions of this lease to the contrary, it is expressly understood and agreed that Lessee will not
e pollute any water aquifers or fresh water in, upon or under the leased premises, and Lessee agrees to notify the owner of the soil
»*** s writing if fresh water is encountered during drilling, or if a fresh water formation is penetrated.
see e
-Bvuq:ssee 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
CIamage to owner of the soil’s other land and crops.
ll.. .
g. +sWpon written demand by owner of the soil, Lessee shall build and maintain fences around its slush, sump and drainage pits and
* taflk 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. Ifall or any part of this lease is assigned, released, pooled or unitized, Lessee agrees to furnish the owner of the soil with a copy

Julian Wade M er, Tru.stee Uwo J R. Baniel Hill Meeker, Trustee UWO J. K.
Meeker for Li t " Meeker for Lifetime Benefit of L. H. Meeker

Date:, j%gim /tfa,g /d]//?‘fd)

eeker for Lifetime Benefit of L. H. Meeker True and Correet
' ’ ' N oY ed i
e 7 ; Qriginal file in
Damjﬁﬂjm /u’/\ /J)[t /7 ?/ Resves County
Clerks Office




STATE OF TEXAS. §

COUNTY OF 47 W‘ﬁ

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

s

: iy and erE e
NATASHAJ LYMA
NOTARY PUBLIC
| STATE OF TEXAS
_Exp. 10-31-98

STATE OF TEXAS §

COUNTY OF Jawvari §

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 purposes and consideration therein expressed

*e%es”  Given under my hand and seal this the ZZ, day of {% ﬁ ;gﬁi_f._ﬁg. , 1998.
L R

d 2 /:'\‘.;1:-".\ Nr\l ASHA J, |_\'MAW l
(7 A \ NOTAR'Y PUBLIC / / 4

AN 75 | STATE OF TEXAS

=

CVOCOCOOCTI0
STATE OF TEXAS  §

....-;
EoUNTY OF Jasrrant s

sesen®
-

e -;_11 ‘.“/ i
L For fZ’ZL’lA! Y
. i mes My Comm. Exp. 10-31-98 /
-0..0: g

Before me, the undersigned authority, on this day personally appeared Lawrence 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 foregoi'ng.
instrument, and ac‘%}g?“é,l‘édﬁﬁ QIBE

il anc. ac d.t et ghroy executed th sa.me for the purposes and consideration therein expressed.
o NATISHAL AN § 2 5
’f"b ‘andyseal this he day of L_ , 1998.

ﬂf"ff 7ot

No ary Publxcm

SRS mvn_4
STATE OF TEXAS  §

COUNTY OF MIDLAND §

Before me, the undersigned authority, on this day personally appeared Clav 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 Zq day of W , 1998.

AAAAAAAAAAAAAAAAAAAAAA ? .

g /4\‘\ MONICA MARLOWE ¢ MW
7 4,74 NOTARY PUBLIC § Notary Public inand for__ T4~

'!

~|\ L a7 Stntﬁ of Texas E
k“\"‘ “44 Comm. Exp. 10-30-99 {

AT TS N NN NS L

True and Correet
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CERTIFIED TRUE AND CORRECT COPY CERTIFICATE
STATE OF TEXAS FILE NO. ()

COUNTY OF REEVES FILED: 11/5/98

The above and foregoing is a full: trile anidcowect photographic copy of the
onginal lecurd now in my Iaw1u! custody anc pbssess.on as lne same is

PO BE RECORDED TN THE
0“,%“%5321&5«% BECORDS 1 /5798

EPUTY
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General Land Office
Relinquishmnt Act Lease Form
Revised, September 1997
4 OIL AND GAS LEASE
Keenom ’
is entered into of August 19 between the State of Texas, acting by and th its
ag %SFMa;ﬁ%L Indu?‘i‘?rﬁd;yl and as Trustee of the Thomas Hil
G 1 7 50T ST BT M T BT 3 L T 8 T A T TR T
1320 TL.ake Street. Fort Worth. Texas 76102 said agent
(Give Permanent Address) 5
berein referred to as the owner of the soil (whether one or more), and Clay Johnson
203 W -Wall Suite 800 of
Midland, Texas 79701
(Give Permanent Address)
hereinafter called Lessee.

1. GRANTING CLAUSE. For and in consideration of the amounts stated below and of the covenants and agreements to be paid, kept and performed by
lmumderthisleae,ﬂusumofﬁ::saainghymdmwghmeomnfmesoﬂ.hccbymImesmdl:smm!.:uee.ﬁ:nhesol_cmdonlypmgf
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 situated in Reeves County, State
of Texas, to-wit: :

Block 58, Public School Land Survex

Section 14: E/2 (30.93 net acres) '
Section 14: SW/4 ° (13:/75 net acres)

.. [ -
enn:;iyié 480 acres, more or less. The bonus consideration paid for this lease is as follows:

Teet S To the State of Texas:___ONe Thousand One Hundred Seventeen and NO/100--------

Dollars (S 1,117.00

Tenes? To the ownerof the seil: ONe Thousand One Hundred Seventeen and No/100---———--—

I Dollars (3 1,117-00 ) .

. Total bonus consideration: TWO Thousand Two Hundred Thirty-four and No/100--

o:ooos Dollars (S, 2:.234.00 )
The total benus consideration paid represents a bonus of Fifty and No/l00-ccrccmc e m e e — -

tettte ___ Dollars(§ 50.00 ) peracre,ond 4, GR netacres.

2 TERM. Subject to the other provisions in this lease, this lease shall be foraterm of__Five (5) years from this date

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

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

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

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

Anniversary Date Delay Rental per Acre
First $ 1.00
Second s 100
Third $16.67
Fourth $16.67
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4. PRODUCTION ROYALTIES. Upeon production of oil and/or gas, Lessee acrées 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) OILL. Royalty payable on oil, which is defined as including all hydrocarbons produced in a liquid form at the mouth of the well and also a5 a1
condensate, distillate, and other liquid hydrocarbons recovered from oil or gas run through a separator or other equipment, as hereinafter provided, shall be
4 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 when run, or 2) the highest market price thereof offered or paid in the
general area where produced and when run, or 3) the gross proceeds of the sale thereof, whichever is the greater. Lessee agrees that before any gas produced from the
leased premises is sold, used or processed in a plant, it will be run free of cost to the royalty owners through an adequate oil mdpsszpmrofconvenﬁommm
other equipment at least as efficient, so that all liquid hydrocarbons recoverable from the gas by such means will be recovered. The requirement that such gas be run
through a separator or other equipment may be waived in writing by the royalty owners upon such terms and conditions as they prescribe.

(B) NON PROCESSED GAS. Royalty on any gas (including flared gas), which is defined as all hydrocarbons and gascous substances not defined
as oil in subparagraph (A) above, produced from any well on said land (except as provided herein with respect to gas processed in a plant for the extraction of
gasoline, liquid hydrocarbons or other products) shall be 3/16 ____partof 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.

(&) 5&})(:55551) GAS. Royalty on any gas processed in a gasoline plant or other plant for the recovery of gasoline or other liquid hydrocarbons
shall be 1 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 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 art-ibutable to the gas produced from this lease; provided that if liquid hydrocarbons are recovered from gas processed
in a plant in which Lessee (or its parent, subsidiary or affiliatz) 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
pamy,&ie highest percent then being specified in processing agreements or contracts in the industry), whichever is the greater. The respective royalties on residue gas
ald &g ii(';uid hydrocarbons shall be determined by 1) the highest market price paid or offered for any gas (or liquid hydrocarbons) of comparable quality in the
genglarea, 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),
whichtvdr is the greater. In no event, however, shall the royaltics payable under this paragraph be less than the royalties which would have been due had the gas not
been, processed.

« "« (D) OTHER PRODUCTS. Royalty on carbon black, sulphur or any other products produced or manufactured from gas (Frcgping liquid hydrocarfons)
whether said gas be “casinghead,” “dry,” or any other gas, by fractionating, buming or any other processing shall be 3/1 partof the
gﬂspnﬁucﬁon 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
vallie to Be determined as follows: 1) on the basis of the highest market price of each product for the same month in which such product is produced, or 2) on the
basis’of the average gross sale price of each product for the same month in which such products are produced; whichever is the greater. x

. t

desetee
L

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

preceding year. H-Parsgraph3-ef thislessedoesnot-specifira-delayrental-amouni-then for the purposes of this paragraph, the delay rental amount shall be one

dollar (51.00) per acre.

6. ROYALTY IN KIND. Notwithstanding any other provision in this lease, at any time or from time to time, the owner of the soil or the Commissioner
of the General Land Office may, at the option of either, upon not less than sixty (60) days notice to the holder of the lease, require that the payment of any royalties
accruing to such royalty owner under this lease be made in kind. The owner of the soil's or the Commissioner of the General Land Office's right to take its royaity 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, transporting, and otherwise making the oil, gas and other products :
herzunder ready for sale or use. Lessee agrees to compute and pay royalties on the gross value received, including any reimbursements for severance taxes and
production related costs.

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

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

Payment of royalty on production of oil and gas shall be as provided in the rules set forth in the Texas Register. Rules currently provide that royalty on oil is due
and must be received in the General Land Office on or before the Sth day of the second month succeeding the month of production, and royalty on gas is due and
must be received in the General Land Offics on or before the 15th day of the second month succeeding the month of production, accompanied by the aﬁ'"_’““ _"? the
owTier, manager or other authorized agent, completed in the form and manner prescribed by the General Land Office and showing the gross amount and d:spf:smo‘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, disposition
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" and masket value including gas meter readings, pipeline receipts, gas line receipts and other checks or memoranda of amount produced and put into Pipelines, tanke

-

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 autherity of a manager or agent to act for the Lessee herein must be filed in the General Land Office. Each royalty payment shall be
accompanied by a check stub, schedule, summary or other remittance advice showing by the assigned General Land Offics lease number the amount of royalty be;
paid on cach lease. If Lesses pays his royalty on or before thirty (30) days after the royalty paymeat was due, then Lesses owes 2 penalty of 5% on the royalty or e
325.00, whichever is greater. A royalty payment which is over thirty (30) days lats shall accrue a penalty of 10% of the royalty due or 525.00 whichever is Zreater
In additicn 1o a penalty, royalties shall accrue interest at a rate of 12% per year; such interest will begin aceruing when the royalty is sixty (60) days overdys.
AlfTidavits and supporting documents which are not filed when due shall incur a penalty in an amount set by the General Land Offics adminisrative rule which is
cfTective on the datz whea the affidavits or supporting documents were due. The Lesses shall bear all responsibility for paying or causing royalties 1o be paid a5
prescribed by the due date provided herein. Payment of the delinquency penalty shall in no way cperate to prohibit the State’s right of forfeiture as provided by Jay
nor act to postpone the date on which royalties were originally due. The above penalty provisions shall not apply in cases of title disputz as to the State’s portion of
the royalty or to that portion of the royalty in dispute as to fair market value. . .

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually fumnish the Commissioner of the General Land Office with
its best possible estimate of oil and gas reserves underfying this lease or allocable to this lease and shall furnish said Commissioner with copies of all contraces under
which gas is sold or processed and all subsequent agresments and ameadments to such contracts within thirty (30) days after entering into or making such contracts,
agrecments or amendments. Such contracts and agreements when reczived by the General Land Office shall be held in confidence by the General Land Offics unless
otherwise authorized by Lessee. All other contracss and records pertaining to the production, transportation, sale and marketing of the oil and gas produced on said
premises, including the books and accounts, recsipts and discharges of all wells, tanks, pools, metzrs, and pipelines shall st all times be subje<t to inspection and
examination by the Commissioner of the General Land Offics, the Attorney General, the Governor, or the representative of any of them.

(B) PERMITS, DRILLING RECORDS. Writen nctice of all operations ca this lease shall be submitzed 1o the Commissioner of the General
Land Offics by Lessee or operator five (5) days befors spud date, workover, re-entry, temporary abandonment or plug and abandcnment of any well or wells. Such
written notice to the General Land Offics shall include copies of Railroad Commission forms for application to drill. Copies of well tests, completion nporu'anﬁ
plugging reports shall be supplied to the General Land Office at the time they are filed with the Texas Railroad Commission. All applications, pemmits, reports or
other filings that referencs this lease or any specific well on the leased premises and that are subminted to the Texas Railroad Commissicn 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 includs the word *State.* Lessee shall supply the Geaeral Land Office with
any records, memoranda, accounts, reports, cuttings and cores, or other information relative to the cperation of the above-described premises, which may be
requested by the General Land Offics, in addition to those herein expressly provided for. Lesses shall have an electrical and/or radicactivity survey made on the
bore-hole section, from the base of the surfacs casing to the total depth of well, of all wells drilled on the above described premises and shall transmit a true copy of
the lgg.ofe:l.ch survey on each well to the General Land Office within fifteen (15) days after the making of said survey.
L L
s - (C) PENALTIES. Lesses shall incur a penalty wheaever reports, documensts or other materials are not filed in the Geaeral Land Office when
dug, * ¥R genalty for late filing shall be set by the General Land Offics administrative rule which is effective on the date when the materials were due in the Géneral
Land ©ffice. .
L]

esese 11. DRY HOCLZ/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, during the primary term hereof and pricr to discovery and production
of 814 9% 3% on said land, Lessee should dill a dry hole or holes therson, or if during the primary term hereof and after the discovery and actual production of éil or
gas from Uje leased premises such production therzof should czase from any cause, this lease shall aot terminate if on or before the expiration of sixty (60) days from
dat® B? e&Qpletion of said dry hole or cessation of production Lessee commencss additional drilling or reworking operaticns therson, or pays or tenders the next
annual delay rental in the same manner as provided in this lease. If, during the last year of the primary term or within sixty (60) days prior thereto, a dry hole be
completed and abandoned, or the production of oil or gas should cease for any cause, Lesses's rights shall remain in full forcs and effect without further operations
umﬂ?vo:pimion of the primary term; and if Lessee has not resumed production in paying quantities at the expiration of the primary term, Lesses may maintain this
lease by f-'o.nduc:ing additional drilling or reworking operations pursuant to Paragraph 13, using the expiration of the primary term as the date of cessatien of
produationeunder 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
primiry tefm hereof, Lesses may resume payment of the annual reatal in the same manaer as provided herein on or before the reatal paying date following the
expiration of sixty (60) days from the datz of completion of such shut-in oil or gas well and upon the failure to make such paymeat, this lease shall ipso facto
terminate. If ot the expiration of the primary term or any time thereafzr a shut-in oil or gas well is located on the leased premises, payments may be made in

accordancs with the shut-in provisions hersof.

12. DRILLING AND REWORXING AT EXPIRATION OF PRIMARY TERM. If, at the expiration of the primary term, neither oil nor gas is being
produczd on said land, but Lessez is then engaged in drilling or reworking operations therzon, this lease shall remain in force so long as operations on said well o fer
drilling or reworking of any additional well are prosecuted in goed faith and in workmanliks manner without interruptions totaling more than sixty (60) days during
any one such opeation, and if they result in the producticn of cil and/cr 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 REWORXKING. If, after the expiration of the primary tzrm, production of oil or gas om the leased premises, after
once obtained, should cease from any cause. this lease shall not terminatzs if Lesses commencss 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 goed faith and in werkcnanliks manner without
interruptions totaling more than sixty (60) days. If such drilling or rewerking operations result in the production of oil or gas, the lease shall remain in full forcs and
eflect for so long as oil or gas is producsd from the leased premises in paying quantities or payment of shut-in oil or gas well royalties or payment of compcﬂf:m'?'
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 aot
terminate if the Lasses commences additional drilling or rewerking operations within sixty (60) days after the completion of the well as a dry hole, and this lease
shall remain in effect 50 long as Lesses continues drilling or reworking cperations in geod faith and in a workmanlike manner without interruptions totaling mors
than sixty (60) days. Lessee shall give wrizzen notics to the General Land Cffics 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 we!l number by the state agsacy !‘137‘231_8
jurisdiction over the production of oil and gas. If, at any time after the cxpiration of the primary tzrm of a lease that, until being shut in, was being maintained -mm
force and effect, a well capable of producing oil or gas in paying juantitics is located on the leased premises, but oil or gas is not being produced for lack of suitadie
production facilities or lack of a suitable market, then Lesses may pay as a shut-in il or gas royaity an amount qual 1o double the annual rental provided in the
lease, but not lzss than $1,200 a year for each well capable of preducing cil or gas in paying quantitics. T yrend !
ammeuni—tven for the purposss of this parzzrach, the delay reatal amount shall be ene dollar ($1.00) per 3cre. 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 da
after Lessez completes a drilling or reworking operation in accordance with the lease provisions; whichever date is latest. Such payment shall be made OMM;{(SIQ A
to the Commissioner of the General Land Cffice and onc-half (1/2) to the owner of the scil. If the shut-in oil or gas royalty is paid, the lease shall be considersd o )
a producing lease and the payment shall exiend the term of the lease for 2 period of one year from the end of the primary term, or from the first day of the mony .
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 expiraticn of each shut-in year.

‘ ,

15. COMPENSATCORY 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 sid and
delivered in paying quantitics fom a well located within one theusand (1,000) fest of the leased premises and completzd in the same producing Teservoir, or in
case in which drainage is occurring, the right to continve to maintain the lease by paying the shut-in oil or gas royalty shall cease, but the lease shall remain eﬂ.:;_)'n.
for the remainder of the year for which the royalty has besn paid. The Lesses may maintin the lease for four mere successive years by Lesses paying compensaty
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 24
reservoir and within one theusand (1,000) fest of the leased premises. The compensatory roydlty 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 fllowing 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 lccated within one thousand (1,000) fest of the leased premises.
If the compensatory royalty paid in any 12-month peried is in an amount less than the annual shut-In oil or gas royalty, Lessee shall pay an amount equal to the
difference within thirty (30) days from the end of the 12-month period. Compensatory royalty payments which are not timely paid will acerue penalty and interest in
accordance with Paragragh 9 of this lease. None of thesz provisicns will relieve Lessez of the obligation of reasonable developmeat ner the obligation to drij] offset
wells as provided in Texas Natural Resources Code 52.173; however, at the determination of the Commissioner, and with the Commissioner's written approval, the

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

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

(A) VERTICAL. In the cveat this lease is in force and effect two (2) years after the expiration date of the primary or exteaded zrm it shall then terminaze
as 1o all of the leased premises, EXXCEPT (1) 40 acres swrounding sach oil well capable of producing in paying quantities and 320 acres surrounding €ach 3as well
capable of producing in paying quantities (including a shut-in oil or zas well as provided in Paragraph 14 hereof), or 2 well upen which Lessez is then ‘engaged in
continucus drilling or reworking operations, or (2) the number of acres included in a producing pooled unit pursuant 1o Texas Narural Resources Code  52.151-
52.123, or (3) such greater or lesser number of acres as may then be allocated for production purposes to a proration unit for each such producing well under the rules
a.nd.r'.: 131.‘0115 of the Railroad Commissicn of Texas, or anmy sucsessor agency, or other governmental autherity having jurisdiction. If at any time aflter the effective
du:. e partial termination provisicns bereof, the applicatic field rules are changed or the well or wells located therzon are reclassified so that less acreage is
therfaffe? allocated to said well or wells for producticn purposes, this lease shall thercupon terminate as to all acreage not thereafter ailocated to said well or wells for
prodtt%8n purposes. Norwithstanding the termination of this lease as 1o a portion of the lands covered hereby, Lesses shall nevertheless continue to have the right of
ingr®A to0 3nd egress from the lands still subject to this lease for all purpeses described in Paragraph 1 her=of, together with casements and rights-of~way for existing
roadsPexisting pipelines and other existing facilities on, over and across all the Jands described in Paragraph 1 hereof ("the retined lands®), for access to and from the
reigir.ed lpds and for the gathesing or transportation of oil, 225 and other minerals produced fom the retained lands. 4 ¢

«B) HORIZONTAL. In the event this lease is in forcs and effect two (2) years after the expiration date of the primary cor extended term it shall further
terthida’e"as 1o all depths below 100 fezt below the total depth drilled (hersinafter "desper depths™) in each well locatsd on acreage retained in Paragraph 16 (A)
above, unless on or before two (2) years after the primary or exteaded term Lessee pays an.amount equal to one-half (1/2) of the bonus originally paid as i
consideratipn for this lease (as specificd on pagz 1 herzof). If such amount is paid, this lease shall be in force and effect as to such desper depths, and said
tehifaf2g shall be delayed for an additional pericd of two (2) years and so long thereafier as oil or gas is produced in paying quantities from such deeper depths

covered by, this lease.
LL L L L L]

*  {C) IDENTIFICATION AND FILING. The surface acreage retained hereunder as to each well shall, as nearly as practical, be in the form of a square with
the well located in the center thereof, or such other shape as may be approved by the Commissioner of the General Land Office. Within thirty (30) days after partial
termination of this lease as provided hersin, Lesses shall executs and record a release or rsleases cootaining a satisfactory lezal description of the acreage and/or
depths not retained hereunder. The recorded release, or a centified copy of same, shall be filed in the General Land Offics, aczompanicd by the filing fes prescribed
by the General Land Offics rules in effect on the date the release is filed. If Lesses fails or refuses 0 execute and record such release or releases within ninety (S0)
days after being requested to do so by the General Land Office, then the Commissioner at his sole discretion may designate by written instument the acreage and/or
depths to be released hereunder and record such instrument at Lesses's expense in the county or counties where the lease is locatsd and in the official records of the

Ceneral Land Office and such designaticn shall be binding upon Lesses for all purposes.

17. OFFSET WELLS. Necither the bonus, delay rentals, ner royalties paid, or to be paid, under this lease shall relicve Lesse= of his obligaticn to protect
the 0il and gas under the above-de-cribed land from being drained. Lesses, sublessee, recsiver or other agsnt in conwol of the leased premises shall drill as many
wells as the facts may justify and shall use appropriate means and drill o a depth necessary to prevent undue drainage of oil and gas from the leased premises. In
addition, if 0il and/or gas should be producsd in commercial quantities within 1,000 fest of the leased pramises, or in any case where the leased premises is being
drained by production of oil or gas, the Lasse=, sublesscs, recsiver or other az=nt in control of the lease. premises shall in good faith begin the drilling of a well or
wells upon the leased premises within 100 days after tse draining well or welis or the well or wells completed within 1,000 fest of the leased premises start producing
in commercial quantities and shall prosecute such drilling with diligeacs. Failure to satisfy the starutory offset obligation may subject this lease and the owner of the
s0il's agency rights to forfeiture. Only upon the detzrminaticn of the Commissioner of the General Land Office and with his writtea approval may the payment of

compensatory royalty under applicable statutory parametsss satisfy the obligation to drill an ofset well or wells rzquired under this paragraph.

18. FORCE MAJEURE. If, after a goed faith cory, Lesses is prevented from complying with any express or implied covenant of this lease, fn'.‘r'l
conducting drilling operations cn the leased premises, or Som procucing oil or gas from the leased premises by reason of war, rebellion, riots, swikes, acts of God, cr
any valid order, rule or regulation of government authority, then while so prevented, Lesses's obligation to comply with such covenant shall be suspended and Lassez
shall nct be liable for damagss for failurs to comply with such covenants; additionally, this lease shall be extended while Lesses is preventzd, by any such cause,
from conducting drilling and rewcerking operations or fom procucing oil or gas Som the leased premises. However, nething in this parzgraph shal suspend the _
payment of delay rentals in order to maintain this lease in cffect during the primary term in the absence of such drilling or rewerking opeaticns 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 lcased premises, then Lessee may redeem the rights of the owner of the soil in the leased premises by paying any mortgage, taxes of other lj
on the leased premises. If Lessee makes payments on bebalf of the owner of the soil under this paragraph, Lessce may recover the cost of these payments s mclens

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 50il shall be Paid 1o him
in the proportion which is interest bears to the entire undivided surface estatz 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 reducsd. However, before Lesses adjusts the royalty or reatal 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 whick explains the
discrepancy between the interest purportedly leased under this leass and the actual interest owned by the owner of the soil. The Commissioner of the Genera) Land
Officz 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 10 such undivided interest. However, in no event shall the Commissioner of the General Land Office reczive as a royalty on the gross production
allocable to the undivided interest not leased an amount less than the value of one-sixteenth (1/16) of such gross. production.

(B) REDUCTION OF PAYMENTS. If, during the primary term, a portion of the land covered by this lease is included within the boundaries
of a pooled unit that has been approved by the School Land Board and the owner of the soil in accordance with Namral Resources Code Sections 52.151-52.154, or
if, at any time after the expiraticn of the primary term or the extended term, this lease covers a lesser number of acres than the total amount described herein,
paymeats that are made on a per acre basis hersunder shall be reduced according to the number of acres pocled, released, surrendered, or otherwise severed, 5o that
paymeants 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 cutside the.
boundaries of a pooled unit, or, if after the expiration of the primary term, the number of acres actually retained and coversd by this lease.

2]. USE OF WATER. Lasses shall have the right to use watsr produc=d on said land necessary for operations under this lease excspt water from wells or
tanks of the owner of the soil; provided, however, Lesses shall not use potable water or water suitable for livestock or irrigation purposes for waterflood cperations

without the prior consent of the owner of the scil.

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

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

e oo 24. WELL LOCATION LIMIT. No well shall be drilled nearer than two hundred (200) fezt to any house or bara now on said premises without the
wrigh, gohsent of the owner of the soil. . -

o0 +%%325. POLLUTION. In developing tis area, Lesses shall use the highest degres of care and all proper safeguards to prevent pollution. Without limiting the
foregging, pollution of coastal wetlands, natural waterways, rivers and impounded water shall be przvented by the usz of containment facilities sufficient to prevent
spillage, sezpage or ground water contamination. In the event of poilution, Lessce shall use all means at its disposal to recapture all escaped hydrocarbens or other
pol 83’ and shall be respensicie for all damage to public and private properties. Lessee shall build and mainuin fencss around its slush, sump, and drzinage pits
and Mk %baneries so as to protect livestock against loss, damage or injury; and upon completion or abandonment of any well or wells, Lesses shall fill and level all
slugh pigs dnd cellars and comgletely clean up the drilling site of all rubbish therecn. Lesses shall, while conducting operations on the leased premises, kesp said
prenftises ffee of all rubbish, cans, boales, paper cups or garbage, and upon completion of cperations shall restore the surface of the land to as near its original
condision and contours as is practicable. Tanks and equipment will be kept paintsd and préseatable. x

L4
*e* %" 26. REMOVAL OF EQUIPMENT. Subject to limitations in this paragraph, Lesses shall have the right to remove machinery and fixtures placed by
Lesses on ahe leased premises, including the right to draw and remove casing, within one hundred twenty (120) days ater the expiratica or the termination of this
lea?3 223 the owner of the soil grants Lesses an extension of this 120-day pericd. However, Lessee may not remove casing from any well capable of producing oil
and gas in paying quantitics. Additionally, Lesses may not draw ard remove casing until after thirty (30) days writtsa notics to the Commissioner of the General
Land Offics and to the owner of the soil. The owner of the soil shall become the owner of any machinery, fixtures, or casing which ars nct timely removed by Lesses

under the terms of this paragraph.

27. (A) ASSIGNMENTS. Under the conditions contained in this paragraph and Paragraph 29 of this lease, the rights and estates of 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 upen their heirs, devisees, legal representatives, successors
and assigns, However, a change or division in ownership of the land, reatals, 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 perfcrmed by Lzsses. And no change or
division in ownership of the land, rentals, or royalties shall bind L2<se= for any purpose until thirty (50) days after the owner of the scil (or his heirs, dcvisc:s_. legal
representatives or assigns) fumishes the Lessse with satisfactory wrinen evidencs 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 partal assignment of this lease shall, to the exteat of the inr.c_:'-'-sl
assigned, relieve and discharge Lesses of all subsequent obligations under this lcase. If this lease is assigned in its eatirety as to only part of the aceage, I-T}C 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 sharz of
the rental shall nct affect this lease on the part of the land upon which pro rata rentals arc timely paid or tendered; however, if the assignor or assignes does not filea
cartified copy of such assignment in the General Land Offics before the next rental paying date, the entire lease shall terminate for failure to pay the entirs rental due
under Paragraph 3. Every assignes shall sucszed to all rights and be subject to all obligations, liabilites, and penalties owed to the Stats by the original lessee orany

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

(B) ASSIGNMENT LIMITATION. Notwithstanding any provision in Paragraph 27(a), if the owner of the soil acguires this lease in whole or in pat by
assignment withcut the prior written approval of the Commissicrer of the General Land Office, this lease is void as of the time of assiznment and the agency pOwer

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

(1) anomines of the owner of the soil; il
(2) acorporation or subsidiary in which the owner of the seil is a principal steckholder or is an employes of such a corporation or subsidiary;

(3) a parmership in which the owner of the scil is a parmer or is an employes of such a partaership,
(4) aprincipal stockhclder or employes of the corporation which is the owner of the scil; . True and Correct
\ - copy of

(5) apartner or empleyes in a parmership which is the owner of the seil; /f o N
« 24 Original filed in
>~/ Reeves County
Clerks Office



(6) a fiduciary for the owner of the soil; including but not limited to a guardian, trustee, executor, administrater, recziver, or conservator for g,
owner of the soil; or .
(7) afamily member of the owner of the oil or related to the owner of the scil by marriage, bleod, or adoption.
28. RELEASES. Under the conditions contained in this paragraph and Paragraph 29, Lasces may at any time exccuts and deliver to the owner of the soj]
and place of record a release or releases covering any portion or portions of the leased premises, and thereby surrender this lease as to such porticn or portions, and ;n-
relieved of all subsequent obligations as to acreage surrendered. If any part of this lease is property surrendered, the delay reatal due under this lease shal be reduced
by the proportion that tNe surrendered aczzage bears to the acreage which was covered by this lease immediately prior to such surreader; however, such release Wi]l"
not relieve Lesses 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 assigament or reicase 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
instument is recorded, must be filed in the General Land Office within 50 days of the last execution date accompanied by the prescribed filing fee. If any such
assignment is not 5o filed, the rights acquired under this lease shall be subject to forfeiture at the option of the Commissioner of the General Land OfSice.

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

interssts.

32. FORFEITURE. If Lesses shall fail or refuse to make the payment of any sum within thirty days after it becomes due, or if Lesse= or an authorized
agent should knowingly makz any false return or false report conczming production or drilling, or if Lesses shall fail or refuse to drill any offset well or wells in good
faith as required by law and the rules and regulations adopted by the Commissicner of the General Land Offics, or if Lasses sheuld fail to file reports in the manner
required by law or fail to comply with rules and regulations promulgatzd by the General Land Offics, the Scheol Land Board, or the Railroad Commission, or if
L=sses 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 refus= to furnish the General Land Cffics a correct log of any well, or if Lessce shall knowingly
violate any of the material provisions of this lease, or if this lease is 1 signed and the assignment is not filed in the General Land Office as requirsd by law, the rizhts
acquired under this lease shall te subject to forfeiturs by the Commis. iones, and he shall forfeit same whea sufficiently informed of the facts which authorize a
forfginy'g, and “vhen forfeited the ar-a shall agzin be subject to lease under the terms of the Relinquishment Act. However, nothing herein shall be construed as
wolying U autzmatic terminaticn of this lease by operation of law or by reason of any special limitaticn arising hereundar. Forfeitures may be set aside and this
Ic:xs.c a.g.all rights thereunder reinstated before the rights of another intervene upen satisfacicry evideacs to the Commissioner of the General Land Cffice of furure
::om.pzimn.c with the provisions of the law and of this lease and the rules and regulations that may be adopted relative hereto. '

* 33, LIEN. In accordancs with Texas Narural Resources Code $2.136, the State shall have a first lien upon all oil and gas producsd from the area covered
by JRi®¥se to secure payment of all unpaid royalty and other <ums of mon=y that may bezome due under this lease. By accsptance of this lease, Lasses grants the
State,%A addition to the licn provided by Texas Narural Resources Code $2.136 and any other applicable starutory lien, an express contactual lien on and security
imsr.eia ig:]l leased minerals in and extracted from the leased premises, all proceeds which may accue to Lessee from the sale of such leased minerals, whether such
pmw:v:!s o#c held by Lessee or by a third party, and all fixtures on and improvements to the leased premises used in connection with the producticn or proczssing of
such leased minerals in order to secure the payment of all royalties or other amounts due or 10 becorae due under tis lease and to secure payment of any damages or
loss that Lassor may suffer by rzascn of Lesses's breach of any covenant or condition of this lease, whether expre=. or implied. This lien and security interest may be
ferd P88 W vith or without court proczedings in the manner provided in the Title 1, Chapter 9 of the Texas Business and Commerss Code. Lesses agrees that the
Commissigner may require Lessee to execute and record such insruments as may be reasonably necsssary to acknowledge, aftach or perfect this lien. Lesses hereby
reptRst A Shat thers are no pricr or superior liens arising from and relating to Lesses's activities upon the above-described property or from Lesses's acquisition of
this lease. Should the Commissioner at any time detzrmine that this representation is not true, thea the Commissioner may declars this lease forfeited as provided

herein.

34. POOLING. Lesses is hereby granted the right 1o peol or unitize the royalty interest of the owner of the soil under this lease with any other leasehold
cr mineral interzst fdr 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 stat=d in Texas Natwral

Resources Code 52,152,

35. INDEMNITY. Lesses herzby rcleases and discharges the State of Texas aEd the owner of the soil, their officers, employees, parmers, ageats,
contractors, subcontractors, guests, invitess, and their respective successors and assigns, of and from all and any acticns :nd causes of action of every nature, o other
harm, including environmental harm, for which recovery of damages is sought, including, but oot limited to, all losses and expeases which are caused by the
activities of Lessee, its officers, employess, and agests arising out of, incidental to, or resulting from, the operations of or for Lesses on the leased premises )
hereunder, or that may arisz out of or be oczasioned 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, Lesse=s hersby agress to be liablz for, exonerate, indemnify, defead and hold harmless the State of Texas and the owner of the soil,
their officers, employces and agents, their successors or assigns, against any and all claims, liabilities, losses, damages, actions, personal injury (including death),
costs and expenses, or other harm for which recovery of damages is sought, under any theory including tort, contract, or strict liability, including attorneys' fees and
other legal expenses, including those relatzd to eavironmental hazards, on the leased premises or in any way related to Lessee's failure to comply with any and all
cavironmental 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 Lesses's brzach of any of the terms or provisions of this
Agreement or any other act or omission of Lesses, its directors, officers, employess, partners, agents, congactors, subcontracters, guests, invitess, and their respective
succzssors and assigns. Each assignee of this Agrzzment, or an interest therzin, agrszs to be liable for, exonerate, indemnify, defend and hold harmless the State of
Texas and the owner of the 50il, their officars, employezs. and agents in the same manner provided above in cornection with the activities of Lesses, its of:‘l::r_S.
employees, and agents as descrived akove. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF THE INDEMNITY OBLIGATIONS
AND\OR LIABILITIES ASSUMED UNDER TEZ TERMS OF THIS AGREEMENT SHALL BE WITHCUT 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 CF THE INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE BE SOLE, JOINT,

CONCURRENT, ACTIVE, OR PASSTVE.
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i ; 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, ambieat air or any other environmental medium -
i, on, o 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, loxic 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 CONSTITURE 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, PE‘MLT]ES,
LIABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS' FEES AND COURT COSTS) CAUSED BY OR ARISING OUT OF () A
VIOLATION OF THE FOREGOING PROHIBITION OR (I) THE PRESENCE, RELEASE, OR DISPOSAL OF ANY HAZARDOUS MATERIALS O
UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OR CONTROL OF THE LEASED PREMISES. LESSEE S}L\u,‘
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 Cade 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. Ouncs the filing requirements found in Paragraph 39 of this lease have been satisfied, the effective daie of this lease shall

be the date found on Page 1.

39. LEASE FILING. Pursuant to Chapter 9 of the Texas Business and Commerce Code, this lease must be filed of record in the offic= of the County
:.'lﬂirk,iy 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 Officz. This lease is not
[estivosuntil 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
T:xu.ﬁa.tural Resources Code 52.183. Additionally, this lease shall not be binding upon the State unless it recites the actual and wrue consideration paid or promised
fof &&tution of this lease. The bonus due the State and the prescribed filing fee shall accompany such certified copy to the General Land Office. .

** 8ee Exhibit -"A" attached for additional lease provisions.
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LESSEE

.
e BY: Clay Johnson
s "'E TITLE: y 2
- ‘ DATE: 6,6%67 —?z
CAanese e
- .
STATE OF. TEXAS STATE OF TEXAS
V/ BY: W&M@m BY:
Individ : ixi <
El‘)c‘)vfgggym?esgﬁ c,S'T?l‘c"fj:r\?’iagiually and as Trustee o%ﬂ dﬁ%%'%%?n?s“ﬁﬁ?ﬁ???fﬁ%t and as Trustee
Date: Keenom 44~ pDae: Of the Nancy Puff Jones Trust
September Z4, 1998 ¢ p
STATE OF TEXAS STATE OF TEXAS
BY: BY:
Individually and as agent for the State of Texas Individually and as agent for the State of Texas
Date:

Date:

Keenom 4%
Dorothy Jean-H#it: SSH 451-76-3241

Thomas Hill Puff Trust Tax ID# 75-6266417
75-6266418

Nancy Puff Jones Trust Tax IDH

True and Correct
copy of

Qriginal filed In

Reeves County
Clerks Office




STATE OF (CORPORATION ACKNOWLEDGMENT)

COUNTY OF

BEFORE ME, the undersigned authority, on this day personally appeared ' ,
o L

howntomembethepi:sonwhmem: issuhsm‘bedmthzfoxiaoinglnmmt.u
and acknowledged to me thnh-e executed the same ~
for the purposes and con.sidu-.monmmm 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 foregoing instrument, as
and acknowledged to me that he ::r.:cm.:d the same
for the purposes and consideration therein expressed, in the capacity stated, and as the act and dezd of said carpomnon.

Given under my hand and seal of offics this the day of s 19
. o8
o en Notary Public in and for
saee
L] L
.e -
STAT.E_’. oF__TEXAS (INDIVIDUAL ACKNOWLEDGMENT)

- - .
COURTYDE PERAS Tarrank
.l..l' K e m

*  Before me, the undersigned authority, on th.s day personally appearcd ]Igr%j;mg ,EQEE %gg
_Trustee of the Thomas Hill Puff Trust and as Trustee O e Nancy PFu

knowqm‘;pg 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
consuhr.'moa therein expressed.

':”uven under my hand and seal of office

the State of Texas

STATE OF W (INDIVIDUAL ACKNOWLEDGMENT)

COUNTY OF rﬂk(um
Before me, the undersigned authority, on this day personally appearcd ﬂﬂié %&m

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

29 oo Swoebr .99
Nl

consideration therein expressed.

Given under my hand and seal of office this the ) .

§ (B '@\‘ "?;%‘T'ﬁ%\'}'ﬁﬁlﬁ% Notary Public in and for__| 4COLY
2’;;{. T 2 i State of Texas
i _Exp. 10-30-99
e e e ___ True and Correct
8 copy of
()nglna'l filed in

Reeves County
Clerks Office




“EXHIBIT A”

Attached to and made a part of Oil and Gas Lease gaeanon ﬂéﬂé
' dated August 19, 1998 by and between Dorothy Jean ¥l 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 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.
. o -
. a8
6.« oMais further agreed that Lessee, its successors and assigns, shall not erect any buildings or houses on the leased premises and that
'.-SnF,' those structures which are reasonably necessary for production facilities or tank batteries shall be erected on the surface of
sthe leased premises.
.‘....
7. **Rdtwithstanding any other provisions of this lease to the contrary, it is expressly understood and agreed that Lessee will not
L1 ute any water aquifers or fresh water in, upon or under the leased premises, and Lessee agrees to notify the owner of the soil
Jn writing if fresh water is encountered during drilling, or if a fresh water formation is penetrated.

-
8" 2T ewee further agrees to maintain all drill sites and other portions of the surface used or occupied by Lessee, its successors or

«sasslns, free and clear of weeds and noxious vegetation and will maintain the same in a reasonable manner to prevent additional
* damage to the owner of the soil’s other land and crops.

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

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

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

CERTIFIED TRUE AND CORRECT COPY CERTIFICATE
STATE OF TEXAS FILE NO.
COUNTY OF REEVES FILED: 11

98
The above and foregoing is a full, true and uorrec(p%o{ograpmc copy of the
onginal record mow in my {awlul custody and possession. as the same is

il mogrstes 36 R RO JE50 SOk RORORSE R MK HKHXKK
et Pg_BE»RECOED IN THE —. Irueand Ccf:»rrect
i hereby tgnﬁedlo{nECORDslllSIQB : 1 : Ong?r?giyfﬁ)etj in
G5
‘t‘% gIANN : ~GOUNTY CLERK L Reeves County
3 G g W S Clerks Office
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Virginia Palomino
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General Land Office
Relinquishmnt Act Lease Form
Revised, September 1997
B OIL AND GAS LEASE
THIS AGREEMENT i made %tgedinmmis 19 dayof August 1998 , between the State of Texas, acting by and through its
-am.LMi_Phllﬂps % Trus®, Philip J. Boschetti and John I.. Marion,
= of
erry reet, suite 1500, Fort Worth., Texas 76102_6G869 said agent
(Give Permanent Address) E
herein referred to as the owner of the soil (whetherone ormore), and____ Clay Johnson
203 W Wa]‘lv Suitg 800 of
Midland, Texas 79701
(Give Permanent Address)
bereinafier called Lessee.

1. GRANTING CLAUSE. Fotandinmid:mioaof&emunnedbehwmdofdummdwumbepﬁd.bmndpaﬁ:mﬁy
Lessee under this lease, the State of Texas acting by and through the owner of the soil, hereby grants, leases and lets unto Lessee, for the sole and only purpose of
prospecting and drilling for and producing oil and gas, laying pipe lines, building tanks, storing oil and building power stations, telephone lines and other structures
thereon, to produce, save, take care of, treat and transport said products of the lease, the following lands situated in Reeves County, State
of Texas, to-wit: s

Block 58, Public School Land Survey

Section 14: E/2 - (17.5 net acres)
Section 14: SW/4 (7.77 net acres)

mumnm:_ 480 acres, more or less. Theboummnﬁdﬂaﬁmpﬁdfcrmhlefseisasfollm
To the State of Texas: Six Hundred Thirtv-one and 75/100—cc e e e e e e
Dollars (S 631,75 )
To the owner of the soil:___ 51X Hundred Thirty-one and 75/100--—-—-————-———co—————
Dollars (S 31 .75 . -
Total bonus consideratios: ONe Thousand Two Hundred Sixty-three and 50/100----
e Dollars (S 1_,263.50 )
Thestp] bonus consideration paid represents a bonus of, Fif;:y 5 aTe U\ [0 1 A0 4 0 e S R ——
Tee QE Dollars ($ 50.00 ) peracre,on 25,27 netacres.
sese 2 TERM.Subjectwd:cothapmvisiomhmislease'.mblmeshm&for:mof__'ﬁixe_tms__ﬁummkm

(Harviacilled "primary term”) and as long thereafter as oil and gas, or cither of them, is produced in paying qua.nn't_iu from said I‘a.nd.
As used i 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
222 it of pocket operational expenses for the six months last past.

. . @
#3¢**% Delay Rentals: Ifoil 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 dnilling
operatigns 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
aad 4 tife amount paid or tendered to the COMMISSIONER OF THE GENERAL LAND OFFICE OF THE STATE OF TEXAS, AT AUSTIN, TEXAS, a delay rental in
the amount specified in the following schedule multiplied by the number of acres then covered by this lease, which payment, when timely made, shall continue this lease for
a period of one (1) additional year. In like manner and upon payment of the amounts set out in the following schedule, this lease may be further continue for successive one-
year periods during the primary term of this lease provided that payment is made on or before the anniversary date.

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

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

the soil:

(A) OIL. Royalty payable on oil, which is defined as including all hydrocarbons produced in a liquid form at the mouth of the well and also as all
condensate, distillate, and other liquid hydrocarbons recovered from oil or gas run through a separator or other equipment, as hercinafter provided, chall he

3/16 part of the gross production or the market value thereof, at the option of the owner of the soil or the Commissioner of the
General Land Office, such value to be determined by 1) the highest posted price, plus premium, if any, offered or paid for oil, condensate, distillate, or other liquid
hydrocarbons, ively, of a like type and gravity in the general arca where produced and when run, or 2) the highest market price thereof offered or paid in the
general area where produted 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
lcased premises is sold, used or processed in a plant, it will be run free of cost to the royalty owners through an adequate oil mdguscpm:ofmvuuionaltypg,o,
other equipment at least as efficient, so that all liquid hydrocarbons recoverable from the gas by such means will be recoversd. The requircment that such gas be run
through a separator or other equipment may be waived in writing by the royalty owners upon such 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 insubpangnph()\)-bovc,produoedﬁnmanywcllonui%l)pf&xccptupmﬁdedhﬂdnwithmpmmgnp:oc&edinaplamformcmﬁouof
gasoline, liquid hydrocarbons or other products) shall be 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 oa 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 lesting.

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

(D) OTHER PRODUCTS. Royalty on carbon black, sulphur or any other products produced or manufactured from gas (excepting liquid hydrocarbons)
whether said gas be “casinghead,” "dry," or any other gas, by fractionating, burning or any other processing shall be 3 I 16 part of the
gross production of such products, or the market value thereof, at the opticn of the owner of the soil or the Commissioner of the General Land Office, such market’
value to be determined as follows: 1) on the basis of the highest markst price of each product for the same month in which such product is produced, or 2) on the
basis of the average gross sale price of each product for the same month in which such products are produced; whichever is the greater. :

. @ . »
_:.:. 5. MINIMUM ROYALTY. During any year after the expiration of the primary term of this lease, if this lease is maintained by production, the royalties
paid wnder this lease in no event shall be less than an amount equal to the total annual delay rental herein provided; otherwise, there shail be due and payable on or
betbfe the last day of the month succeeding the anniversary date of this lease a sum equal to the total annual rental less the amount of royalties paid during the

precdding year. I Parsgraph-3-of thisteasc-decsnet-spesifi-a-deloy-renial-amountthea for the purposes of this paragraph, the delay rental amouat shall be one

doJPa? 1$1,00) per acre.

(L LR ]
sesese’d- 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 Gefleral 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
accrudng to such royalty owner under this lease be made in kind. The owner of the soil's or the Commissioner of the General Land Office’s right to take its royaity in
kind shal] piot 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.

undac this dease.

.

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

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

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

Payment of royalty on production of oil and gas shall be as provided in the rules set forth in the Texas Register. Rules currently provide that royalty on oil is due
and must be reczived in the General Land Office on or before the Sth day of the second month succeeding the month of production, and royalty on gas is duc and
must be received in the General Land Office on or before the 15th day of the second month succeeding the month of production, accompanied by the afﬁn?avil P_N‘\c
owner, manager or other authorized agent, completed in the form and manner prescribed by the General Land Office and showing the gross amount and disposition of
all oil and gas produced and the market value of the oil and gas, together with a copy of all documents, records or reports confirming the gross production, disposition
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» and market value including gas meter readings, pipeline receipts, gas line receipts and other checks or memoranda of amount produced and put into pipelines,
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 paymen; shall be
accompanicd by a check stub, schedule, summary or other remittance advice showing by the assigned General Land Office lease number the amount of royalty bej
paid on each lease. If 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 b
$25.00, whichever is greater. A royalty payment which is over thirty (30) days late shall ac<rue a penalty of 10% of the royalty due or $25.00 Whichever is greare;
In addition to a penalty, royalties shall accrue interest at a rate of 12% per year; such interest will begin accruing when the royalty is sixty (60) days overdye. ’
Affidavits and supporting documeats which are not filed when due shall incur a penalty in an amount set by the General Land Officz administwrative rule whicy i
cffective 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 forfeiturs as provided by law
nor act to postpone the dag on which royalties were originally due. The above penalty provisions shall not apply in cases of title disputz as 1o the State’s porion of
the royalty or to that portidn 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 undestying 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 coatracts within thirty (30) days after entering into or making such contracts,
agreements or amendments. Such contracts and agreements when reccived by the General Land Office shall be held in confidence by the General Land Office unless
otherwise authorized by Lessee. All other contracts and records pertaining to the production, transportation, sale and marketing of the oil and gas produced on said
premises, including the books and accounts, reczipts and discharges of all wells, tanks, pools, meters, and pipelines shall at all times be subject to inspection and
examination by the Commissicner of the General Land Office, the Attomncy General, the Governor, or the representative of any of them. .

(B) PERMITS, DRILLING RECORDS. Writen notice of all operations ca this lease shall be submitied to the Commissioner of the General
Land Offics by Lessee or operater five (5) days beforz spud date, werkover, 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 referencs this lease or any specific well on the leased premises and that are submittzd 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 banteries or other asscciated improvements to the land must also inciude the word *State.® Lessee shall supply the Geaeral Land Office with
any records, memoranda, accounts, reports, cuttings and cores, or other information relative to the operation of the above-described premises, which may be
requested by the General Land Office, in addition to those herein expressly provided for. Lesses shall have an electrical and/or radicactivity survey made on the
bore-hole section, from the base of the surfacs casing to the total depth of well, of all wells drilled on the above described premises and shall transmit a true copy of
the log of each survey on each well o the General Land Office within fifteen (15) days after the making of said survey. t

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

Land Office.

11. DRY HOLE/CESSATICN OF PRODUCTION DURING PRIMARY TERM. If, duriog the primary term hereof and pricr to discovery and production
of oil or gas on said land, Lessee should drill a dry hele or holes therson, or if during the primary term hereof and after the discovery and actual production of oil or
gas from the leased premises such production thereof should cease from any cause, this lease shall not terminate if on or before the expiration of sixty (60) days fom
date of completion of said dry hole or cessation of production Lesses commences 2dditional drilling or reworking operations therzon, or pays or tenders the next
annual delay rental in the same manner as provided in this lease. If, during the last year of the primary term or within sixty (60) days prior thereto, a dry hole be
completed and abandoned, or the production of oil or gas should cease for any cause, Lesses's rights shall remain in full forcs and effect without further operations
un®l #e cxpiration 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
produstion 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
pﬂrluy term hereof, Lessee may resume payment of the annual reatal in the same manner as provided hersin on or before the rental paying date following the
expimtion of sixty (60) days from the date of completicn of such shut-in oil or gas well and upon the failure to make such paymeat, this lease shall ipso facto
lermigaile. 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

aclorgaade with the shut-in provisions herzof.

L
ssee*212. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. If, at the expiration of the primary term, neither oil nor gas is being
produged on said land, but Lessee is then engaged in drilling or reworking operations therzon, this lease shall remain in forcs so long as operations on said well o for
drilling or jeworking of any additional well are prosccuted in good faith and i workmanliks manner without interruptions totaling more than sixty (60) days during
anys o h 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 quandties from said land, or
payment of shut-in oil or gas well royalties or compensatory royalties is made as provided in this lease.
TL L] -

* 3. CESSATION, DRILLING, AND REWORKING. If, afer the expiration of the primary term, production of oil or gas from the leased premises, after
once obtained, should csase 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 goed faith and in workmanliks manner without
interruptions totaling more than sixty (60) days. If such drilling or reworking operations result in the production of oil or gas, the lease shall remain in full force and
effect for 50 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 compensaiory
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 rewerking operations within sixty (60) days after the completion of the well as a dry hole, and this lease
shall remain in effect 50 long as Lesses continues drilling or reworking operations in good faith and in a workmanlike manner without interruptions totaling more

than sixty (60) days. Lessee shall give writen netice to the General Land Offics within thirty (50) days of any cessation of producticn.

14. SHUT-IN ROYALTIES. For purposss of this paragraph, “well” means any well that has been assigned a well number by the state agency having
jurisdiction over the production of oil and gas. If, at any time after the expiration of the primary term of a lease that, until being shut in, was being maintained in "
force and effect, a well capable of producing oil or gas in paying quantitics is located on the leased premises, but oil or gas is not being produced for lack c!fﬂ“u"‘c
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 51,200 a year for each well capabdle of preducing oil or gas in paying quantitics. T Tures TPeCi) o
reomtethen for the purposes of this paragraph, the delay rental zrnount shall be one dollar (51.00) per acre. To be effective, each initial shut-in oil or gas ©E¥ ¥
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must be paid on or before: (1) the expiration of the primary term, (2) 60 days after the Lessee ceases 10 produce oil or gas from the leased premises, or (3) 60 da
after Lessee completes a drilling or reworking operation in accordanee with the lease provisions; whichever date is latest. Such payment shall be made une-ha!g(sla

to the Ctl_missioncr of the General Land Office and one-half (1/2) to the owner of the soil. If the shut-in oil or gas royalty is paid, the lease shall be considered 1o b: :
a producing lease and the payment shall extend the term of the lease for a period of one year from the end of the primary term, or from the first day of the month
following the month in which production ceased, and, after that, if no suitable production facilities or suitable markst 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 sach ycar on or before the expiration of each shut-in year.

15. COMPENSATORY ROYALTIES. If, during the period the lease is kept in effect by paymeat of the shut-in oil or gas royalty, il or gas is spld and
delivered in paying quantities Som a well located within one thousand (1,000) fest of the leased premises and completzd in the same producing reservoir, or in )
casz in which drainage % occurring, the right 1o continve to maintain the lease by paying the shut-in oil o gas royalty shall cease, but the Jease shall remain cﬂ:—?n' E
for the remainder of the year for which the royalty has been paid. The Lesse= may maintain the lease for four mere sucssssive years by Lessee paying mecr.s;m %
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 e
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 2asis
produced from the well causing the drainage or that is completad in the same producing reservoir and located within one thousand (1,000) fest of the leased premises.

If the compensatory royalty paid in amy 12-month peried is in an amount less than the annual shut-in oil or gas royalty, Lesses shall pay an amount equal to the
differcace within thirty (30) days from the end of the 12-month pesiod. Compeasatory royalty payments which are not timely paid will accrue penalty and interest i '
accordancs with Paragraph 9 of this lease. None of thess provisions will relieve Lesses of the obligation of reasonable development nor the obligation to drill offsey .
wells as provided in Texas Natural Res .urces 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 1o 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 expiration date of the primary or extended term it shall then terminate
as to 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 a¢ 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 Coder 52.151-
52.153, or (3) such greater or lesser number of acres as may then be allocated for production purposes to a proration unit for each such producing well under the rules
and regulations of the Railroad Commissicn of Texas, or any successor agency, or other governmental authority having jurisdiction. If at any time after the effective
date of the partial termination provisions hereof, the applicable ficld rules arc changed or the well or wells located thercon ars reclassified so that less acreage is
thereafler allocated to said well or wells for production purpeses, this lease shall thereupon terminate as to all acreage not thereafler allecated to said well or #ells for
prcduction purposes. Notwithstanding the termination of this lease as to a portion of the lands covered hereby, Lesses shall nevertheless continee 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 cn, over and across ail the lands described in Paragraph 1 hereof ("the remined lands®), for access to and from the

retained lands and for the gathering or transportation of oil, gas and oth<: minerals produced fom the rewained lands, i

(B) HORIZONTAL. In the event this lease is in forcs and effect two (2) years after the expiration date of the primary or extended term it shall further %
terminate as to all depths below 100 feet below the total depth drilled (hercinafter "dezper depths™) in each well located on acreage retained in Paragraph 16 (A) Y
above, unless on or before two (2) years after the primary or extended term Lesses pays an amount equal to one-half (1/2) of the bonus originally paid as
comidﬂ.ﬁon 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
te?pfasion shall be delayed for an additional period of two (2) years and so long thereafter as oil or gas is produced in paying quantties from such decper depths
covgirdedy this lease, ’
Soe o

» (C)IDENTIFICATION AND FILING. The surface acreage retained herzunder as to each well shall, as nearly as practical, be in the form of a square with
the \:glj |ocated 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
terminalioh of this lease as provided herein, Lesses shall exscute and record a release or releases containing a satisfactory legal description of the acreage and/or
dcptfls notgetained hercunder. The recorded release, or a certified copy of same, shall be filed in the General Land Offics, accompanied by the filing fee prescribed
by dweGongral Land Office rules in effect on the datz the release is filed. If Lesses fails or refuses to execute and record such release or releases within ninety (50)
days‘after being requested to do so by the General Land Office, then the Commissioner at his sole discretion may designats by written instrument the acreage and/er
depthsho be released herrunder 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
Gergd u.id Offfce and such designation shall be binding upon Lasses for all purposes.

-

<

eseeelel. OFFSET WELLS. Neither the bonus, delay rentals, nor royalities paid, or to be paid, under this lease shall relieve Lessee of his obligation to protect
the oiPand as under the above-described land from being drained. Lessee, sublessee, recsiver or other agent in control of the leased premises shall drill as many
wells as the facts may justify and shall use appropriate means and drill 1o a depth necessary to prevent undue drainage of oil and gas from the leased premises. In
addition, if oil and/or gas should be producsd in commercial quantities within 1,000 feet of the leased premises, or in any case where the leased premises is being
drained by production of oil or gas, the Lasse=, sublesses, recsiver or other agent in control of the leased premises shall in good faith begin the drilling ef a well or
wells upon the leased premises within 100 days after the draining well or wells or the weil or wells completed within 1,000 feet of the leased premises start producing
in commercial quantities and shall prosecute such drilling with diligencs. Failure to satisfy the starutory offset obligation may subject this lease and the owner of the
s0il's agency rights to forfeiture. Only upon the determination of the Commissioner of the General Land Office and with his writien approval may the payment of
compensatory royalty under applicable starutory parameters satisfy the obligation to drill an offset well or wells required undes 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, fom
conducting drilling cperations on the leased premises, or from producing oil or gas from the leased premises by reason of war, rebellion, riots, swikes, acts of Geod, of
any valid order, rule or regulation of governmeat authority, then while so preveated, Lessee's obligation to comply with such covenant shall be suspended and Lessz=
shall not be liable for damages for failure to comply with such covenants; additionally, this lease shall be extended while Lzsses is preventzd, by any such cauwse,
fromn conducting drilling and reworking operations or from producing oil or gas from the leased premises. However, nething in this paragraph shall suspend the )
payrrent of delay rentals in order to maintain this lease in effect during tie primary term in the absence of such drilling or reworking operations or productioa 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 defaylys i
payments owed on the leased premises, then Lessee may redecm the rights of the owner of the s0il in the kased premises by paying any mortgage, taxes or other I
on the leased premises. If Lessce makes payments on behalf of the owner of the soil under this paragraph, Lessez may recover the cost of these Payments from 1k‘:rns

rental and royalties due the owner of the soil.

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the s0il owns less than the entire undivided surfacs estate in the above
described land, whether or not Lessee's interest is specified herein, then the royalties and rental berein provided to be paid to the owner of the soil shall ho Paid 1o him
in the proportion which his interest bears to the entire undivided surface estate and the royalties and rental herein provided to be paid to the Commissioner of the
General Land Office of the State of Texas shall be likewise propontionately reducsd. Howsver, before Lessee adjusts the royalty or rental due to the Commissioner of
the General Land Office, Lessee or his autherized representative must submit to the Commissioner of the General Land Offics a written stat=ment which explaing d-:
discrepancy between thegjnterest purportedly leased under this lease and the actual interest owned by the owner of the soil. The Commissioner of the Genera) Land
Office shall be paid the value of the whele preduction allocable to any undivided interest not covered by a lease, less the proportionate development and production
cost allocable 1o such undivided interest. However, in no event shall the Commissioner of the General Land Office receive as a royalty on the gross production
ailocable to the undivided interest not leased an amount less than the value of one-sixteenth (1/16) of such gross. production.

(B) REDUCTION OF PAYMENTS. If, during the primary term, a portion of the land covered by this lease is included within the boundaries
of a pooled unit that has been approved by the School Land Board and the owner of the soil in accordance with Natural Resources Code Sections 52.151-52.154, oc
if, at any time after the expiration of the primary term or the extended term, this lease covers a lesser number of acres than the total amount described herein,
payments that are made on a per acre basis hercunder shall be reduced according 1o 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 acses actually retained and cover=d by this lease.

21. USE OF WATER. Lezssez shall have the right 10 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, hbowever, 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 operaticns to all personal property, improvements,
livestock and crops on said land.

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

24. WELL LOCATION LIMIT. No well shall be drilled nearsr than two hundred (2CC) feet to any house or bam now on said premises without the
written consent of the owner of the soil. -

L]

25. POLLUTION. In developing this ar=a, Lesses shall uss the highest degree of care and all proper safeguards to prevent polluton. Without Iimi:ing the
foregoing, polluticn of coastal wetlands, narural waterways, rivers and impounded water shall be prevented by the usz of containment facilides sufficient to prevent
spillage, sespags or ground water contamination. In the event of pollution, Lesses shall use all means at its disposal to recapture all escaped hydrocarbens or cther
pollutant and shail be responsicie for all damage to public and private propernties. Lessee shall build and maintain fences around its slush, sump, and drainage pits

and tank batteries 5o as to protect livestock against loss, damage or injury; and upon completion or abandonment of any well or wells, Lessce shall fill and level all
slush pits and cellars and completely clean up the drilling site of all rubbish thereon. Lessee shall, while conducting operations on the leased premises, keep said
premises free of all rubbish, cans, bettles, paper cups or garbage, and upon completion of operaticns shall restore the surface of the land to as near its original
condition and conteurs as is practicable. Tanks and equipment will be kept painted and presentable. -
ke

o*e" "’ 26, REMOVAL OF EQUIPMENT. Subject to limitations in this paragrapgh, Lessee shall have the right to remove machinery and fixtures placed by
L2582 the leased premises, including the right o draw and remove casing, within one hyndred twenty (120) days after the expiration or the termination of this
leag® Whfkss the owner of the soil grants Lesses an extension of this 120-day peried. However, Lesses may not remove casing from any well capable of producing oil
and %4s in%paying quantities. Additionally, Lesses may nct draw and remove casing until after thirty (30) days wrizea notics to the Commissioner of the Genenl
Land ©ffice and to the owner of the soil. The owner of the soil shall become the owner of any machinery, fixtures, or casing which are nct timely removed by Lesses

und.awt‘mu of this paragraph.

aee s 5
. 27. (A) ASSIGNMENTS. Under the conditions contained in this paragraph and Paragraph 29 of this lease, the rights and estates of ¢ither party to this
least 3y be assigned, in whole or in part, and the provisicns of this lease shall extead to and be binding upon their heirs, devisees, legal representatives, successors

and asggns. However, a changs or division in ownership of the land, rentals, or royalties will not enlarge the obligations of Lesses, diminish the rights, privileges

and estates of Lesspe, impair the effectiveness of any payment made by Lzssee or impair the efectiveness of any act performed by Lesses. And no change or

divisigf M’ Gwnership of the land, rentals, or royalties shall bind Lessee for any purpose until thirty (30) days after the owner of the scil (or his heirs, devisess, legal
representatives or assigns) furnishes the Lesses with satisfactory written evidencs of the change in ownership, including the original recorded muniments of title (or 3
certiAg@ 8AY of such original) when the ownership changed because of a conveyance. A total or partial assignment of this lease shall, to the extent of the interest
assigned, relieve and discharge Lesses of all subsequent obligations under this lease. If this lease is assigned in its entirety as to only part of the acreage, the right and
option to pay rentals shall be apportioned as betwesn 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 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 assignes shall suczzzd to all rights and be subject to all obligations, liabilities, and penalties owed to the Stats by the eriginal lessee of any

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

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

of the owner may be forfeited by the Commissicner. An assignment will be treated as if it wers mads o the owner of the soil if the assignes is:

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

(3) a parmership in which the owner of the soil is a parmer or is an employes of such a parmership;
(4) a principal stockhclder or employes of the corperation which is the owner of the soii;
(5) a partner or emplcyes in a parmership which is the owner of the seil;
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(6) afiduciary for the owner of the soil; including but not limited to a guardian, trustee, executor, administrator, receiver, or conservator for th

owner of the soil; or ’

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

28. RELEASES. Under the conditions contained in this paragraph and Paragraph 29, Lessce may at any lime exccute and deliver to the owner of the soi]

and place of recerd a releass or releases covering any pertion or portions of the leased premises, and thereby surrender this leasz as to such portion or portions, and 'bc
relieved of all subsequent obligations as to acreage surreadered. If any part of this Iease is properly sormndered, the delay rental due under this lease shal] be reduced
by the proportion that the surrendered acreage bears to the acreags 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 leasz pricr to the surrender of such acreage. .

29. FILING'OF ASSIGNMENTS AND RELEASES. Ifall or any part of this lease is assigned or released, such assignment or release must be recerded 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 fiied, the rights acquired under this lease shall be subject 1o forfeiture at the option of the Commissioner of the General Land Offics.

30. DISCLOSURE CLAUSE. All provisions pertaining to the leasc of the above~described land have been included in this instrument, including the
statement of the true consideration to be paid for the exscuticn of this lease and the rights and duties of the parties. Aay collateral agresments concerming the
development of oil and gas from the leased premises which are not contained in this lease render this lease invalid. )

31. FIDUCIARY DUTY. The owner of the soil owes the State a fiduciary duty and mmust fully disclose any facts affecting the State's interest in the leased
pr=mises. 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 Stats's interests before his personal

interests.

32. FORFEITURE. If Lessez 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 rerumn or false report conceming production or drilling, oc if Lesses shall fail or refuse w 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 Lesses should fail to file reports in the manner
required by law or fail to comply with rules and regulations promulgated by the General Land Office, the Scheel Land Board, or the Railroad Commissicn, or if
Lesses should refuse the proper acthority access to the records pertaining to operations, or if Lesses or an autheriz=d agent should knowingly fail or refuse to give
cerrect information to the proper authority, or knowingly fail or refuse to furnish the General Land Offics a correst log of any well, or if Lesses shall knowingly
violatz any of the material provisions of this lease, or if this lease is assizned and the assignment is not filed in the General Land Office as requirsd by law, the rights
acquired under this lease shall e subje= o forfeiture by the Commissioner, and he shall forfeit same when sufficiently informed of the facts which autherize 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
“~ziving the automatic termination of this lease by operation of law or by reason of any special limitation arising hersunder. Forfeitures may be sct aside and this
lzas- and all rights thereunder reinstated before the rights of ancther intervene upen satisfactory evidencs o the Cemmissioner of the General Land Office of fuure
compliance with the provisions of the law and of this lease and the rules and regulations that may be adopted relative hereto. s

33. LIEN. Inaccordancs with Texas Natural Resources Code 52,136, the State shall have a first lien upon all oil and zas produced from the area covered
by this lease to secure - zyment of all unpaid royalty and cther sums of money that may Secome die under this lezse. By accsptan o of this lease, Lessee grants the
Stats, in addition to the lien provided by Texas Natural Resources Code 52.136 and any other applicable starutory lien, an express contactual lien on and security
intzrest in ail leased minerals in and extracted from the leased premises, all procesds which may accnue to Lessze Fom the sale of such leased minerals, whether such
proceeds are held by Lessee or by a third party, and all fixturss on and improvements to the leased premises used in connection with the production or procsssing of
such leased minerals in order to securc the payment of all royalties or other amounts due or 0 become due under this Icase and to secure payment of any damagzs or
lcs® (R | cssor 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
foreci8&d with or without court procsedings in the manner provided in the Title 1, Chapter 9 of the Texas Business and Commerce Code. Lzssec agress that the
Commgissioner may require Lesses to executs and record such instruments as may be reasénably necessary to acknowledge, anach or perfect this lien. Lessee hereby
reppesent® that there are no prior or superior liens arising from and relating to Lesses'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, thea the Commissioner may declare this lease forfeited as provided
heraines

. .
sse e

a34. POOLING. Lessee is hercby granted the right to pool or unitize the royaity interest of the owner of the s0il under this lease with any other leaschold
or 8§ Renterest 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 52.451-52.153. The owner of the soil agrees that the inclusion of this provision in this lease satisfies the execution requirements stated in Texas Namral

Resopat? fode "52.152.

-:-“iS. INDEMNITY. Lssses hereby releases and discharges the State of Texas aEd the owner of the soil, their officers, employecs, parmners, agents,
contractors, subcontractors, guests, invitees, and their respective successers and assigns, of and from all and any actions and causes of acticn of every nature, or other
harr, including environmental harm, for which recovery of damages is sought, including, but not limited to, all lesses and expenses which are caused by the
actvities 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 provisicns of this Agzrezment, or by any other negligent or strictly hab_lc
act or omission of Lessee. Further, Lesses hereby agrees to be liable for, exonerats, indemnify, defend and hold harmless the Statz of Texas and the owner of the soil,
their officers, employees and agents, their successors or assigns, 2gainst any and all claims, liabilities, losses, damages, actions, personal injury (including death),
costs and expenses, or other harm for which recovery of damages is sought, under any theory including tort, contract, or strict liability, including artomeys" fecs and
other legal expenses, including those related to environmeatal hazards, on the lcased premises or in any way related to Lessee’s failure to comply with any and all
environmeatal 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 @m
Lzsses's use of the surface of the leased premises; and those that may arise out of or be cccasicned by Lessee’s breach of any of the terms or provisions of this
Agrzement or any other act or omission of Lessee, its directors, officers, employess, parmers, agents, contractors, subeontractors, guests, invitess, and their respective
successors and assigns. Each assignee of this Agreement, or an interzst therein, agrees 1o be liakble for, exonerate, indemnify, defend and held harmless the State of
Texas and the owner of the soil, their officers, employees, and agznts in the same mannaer provided above in connestion with the activitics of Lesses, its oﬁ':c:-'_s.
employees, and agents as described above. EXCEFT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF THE INDEMNITY OBLIGATIONS
ANDI\OR LIABILITIES ASSUMED UNDER THE TERMS OF THIS AGREEMENT SHALL BE WITHOUT LIMITS AND WITHOUT REGARD TO
THE CAUSE OR CAUSES THERZOF (EXCLUDING PRE-EXISTING CONDITIONS), STRICT LIABILITY, OR THE NEGLIGENCE OF ANY PARTY
OR PARTIES (INCLUDING THE NEGLIGENCE CF 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 reaconable safeguards to prevent contamination o pol[uﬁci .
any environmental medium, including soil, surface waters, groundwater, sediments, and surface or subsurface strata, ambient air or any other cavironmenta) m‘; of :
in, on, or under, the leased premises, by any waste, pollutant, or contaminant. Lessee shall not bring or permit to remain on the leased premises any asbesiog o
conuining materials, explosives, toxic materials, or substances regulated as hazardous wastes, harardous materials, hazardous substances (as the term “Haxzarg,
Substance™ is defined in the Comprehensive Eavironmental Response, Compensation and Liability Acz (CERCLA), 42 U.S.C. Sections 9601, et seq.), or r.t:mh:mB
substancss 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 operaticns and stored in the usual manner and quantities. LESSEE'S VIOLATION OF THE FOREGOING PROHIBITION
SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND LESSEE SHALL INDEMNIFY, HOLD HARNMLESS AND
DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST ANY CLAIMS, DAMAGES, JUDGMENTS, PENALTY
LIABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS® FEES AND COURT COSTS) CAUSED BY OR ARISING OUT OF maA =
YIOLATION OF THE FOREGOING PROHIBITION OR (II) THE PRESENCE, RELEASE, OR DISPOSAL OF ANY HAZARDOUS 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 UNDERTAKEY
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 HAZARDQUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY GOYERNMENTAL -
AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBLIGATIONS OF LESSZE
HEREUNDER SHALL SURVIVE THE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF THIS AGREEMENT.

N 37. APPLICABLE LAW. This lease is issued under the provisions of Texas Natural Resources Code 52.171 through 52.190, commeonly known 1s the
Relinquishment Act, and other applicable starutes and amendments thereto, and if any provision in this lease does not conform to these statutes, the stanutes will

prevail over any nonconforming lease provisions.

38. EXECUTION. This oil and gas lcasc must be signed and acknowledged by the Lessee before it is Sled of record in the county records and ia the
General Land Offics of the State of Texas. Cucs the filing requirements found in Paragragh 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 Commercs (.-.'ode. this lcase must be filed of record in the offics of the County

CIc:k_in any county in which all er any part of the leased premises is lecated, and centified copies theseof must be filed in the Ceneral Land Cifics. This leasz is not
effective until a cenified copy of this leasz (which is made and cznified by the County Clerk from his records) is filed in the General Land Office in accordancs with
Texas Natural Resources Code 52.183. Additionally, this lease shalil not be binding upcn the State unless it recites the actual and true consideration paid or premised

for execution of this lease. The bonus due the State and the prescrited filing fes shall accompany such certified copy to the General Land Office.

* See Exhibit "A" tached for Additional Provisions
qungV
LESSEE '/
BY: Clavy Johnson
= TITLE;
"o e DATE: /&'&‘?j
-.I.:.. -
e ._
STATE OF TEXAS __STATE OF TEXAS
Vs ' - e WA 0
Individually and as agent for the State of Texas

1

dividuwall dn%m‘m Stat= of T . th
ﬂ/Pﬁflﬁéuh. (e} éﬁ%gtg:c%B-Trustee of the Windi-Phillips 19 Trust
Datg: -_gg—?? Date: : Tax ID#75-6318949

STATE OF TEXAS

By : S i) BY:
Individually and as agent for the State of Texas Individually and as agent for the State of Texas
ﬁf ari tee of the Windi Phillips ‘1983 Trust

Joh . Marion, Co-Trus
Date: -42-9 ¢ Date:
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STATE OF (CORPORATION ACK‘NOWLEDGNH‘[)
COUNTY OF. '
BEFORE ME, the undersigned authority, on this day personally sppeared &
. = e —
known to me 1o be the person whose name is subscribed to the foregoing instrument, as of

and acknowledged to me that he executed the same
for the purposes and w\sld::mon therein expressed, in the npa::tymud.mdulh:ac:mddecdofwd corperation. .

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

-

Notary Public in and for
STATE OF ; . (CORPORATION ACKNOWLEDGMENT)

COUNTY COF,
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 consideration thersin expressed, in the capacity stat=d, and as the act and dezd of said ca’?‘"'-‘-“"“-

, 19

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

Notary Public in and for

STATE OF TEXAS (INDIVIDUAL ACKNOWLEDGMENT)

COUNTY OF oiangad-

Before me, the undersigned autherity, on this day personally appearzd Philip J. Boschetti and John L.
Marion, as Co-Trustees of the Windi Phillips 1983 Trust :
ka® g me o be the perscns whose names are subscribed W the foregoing instrument, and acknowledgsd to me that they exccutzd the same for the purposes and

comsidaation therein expressed. -
L LA
®ee® $ Given under my hand and seal of office this the___oAcd wd day of 9&@7’0&&/ r 199?

L)
evee A5 JUDITH REMINGTON
-ocoo. ;@' Notary Public, State of Texas .
- %z My Commission Expires 3-1-89 Netary Public in and for__cl 0 ¥aQ)
XL L]
- -
sTATE Of % (INDIVIDUAL ACKNOWLEDGMENT)

cotvrvor___NidUamd
o (o, Ooansen

Before me, the undersigned authority, on this day personally appc:m:d

knosm 10 me to be the perscns whose names are subscrited to the foregoing insTument, and acknowledged 'n me .ha: they exccuted the same for the purposecs and

Given under my hand and seal of offics this the (F day of ‘777 OC]‘D WW!? 9 ? -

ON-ICA MARLOWE :
";IOTARY PUBLIC Nty Pablicinani gy XD

State of Texas
Comm. Exp. 10-30-99

consideration thersin expressed.

C o a o oy

True and Correct
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Qriginal filed in
Reeves County
Clerks Office




“EXHIBIT A”

Attached to and made a part of Oil and Gas Lease
= dated August 19, 1998 by and between 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 surfate.

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

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

.?o:°bcsscc further agrees to maintain all drill sites and other portions of the surface used or occupied by Lessee, its successors or
2+ <a5signs, 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.
L]
S+ dJpon written demand by the owner of the soil, Lessee shall build and maintain fences around its slush, sump and drainage pits
Tere und tank batteries to protect livestock against loss, damage or injury; and upon completion or abandonment of any well or wells,
u....cssee shall fill and level off all slush pits and cellars and completely clean up the drill site of all rubbish thereon.

10. Lgssee further agrees that in the event of a dry hole or production from a well which production ceases and the abandonment of

¢ **88ch well, or upon the abandonment of any well location, drillsite, tank battery site or roadway, the premises will be restored as

p . Jhearly as reasonably possible to its former condition at the cost and expense of the Lessee, it being the intention of the parties

**fléreto 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.

REEVES
RIS ISFM angd corré: p‘ ?Ogranhlc copy of the

The above and foregoing
ongmal record nuwg:: my Iaw'ml cusmdy and passessmn as the same 5
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General Land Office

Relinquishmnt Act Lease Form
Revised, September 1997
- OIL AND GAS LEASE
THIS Al is made and entered into this_19 dayof _Auqust19_98 , between the State of Texas, acting by and through its
uwm— i ;ls and Realty. Ltd. -
o
P. O. BoxX 27284, Rustin, TX 78/55-2284 said agent
(Give Permanent Address) e
herein referred 1o as the owner of the soil (whether one or more), and Clay Johnson =
203 W. Wall, Suite 800 of
Midland., TX 79701
(Give Permanent Address) s
hereinafter called Lessee,

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

of Texas, lo-wit :
Block 58, Public School Land Survey
Section 14: E/2 (2.8125 .-net acres)
Section 14: SW/4 . (1.25 net acres)
con:aining; 480 acres, more or less. The bonus consideration paid for this Neass s as Sollows:
L To the State of Texas: One Hundred One and 56/100-——————cm o e e m e —————
S Dollars (5__101,56 )
“elle To the ownerof the soil:_ One _Hundred One and 56/100-=—————-c——rcmceememecec===
.'0:0. Dollars(5__101 .56 —
'::::: Total bonus consideration: TWO Hundred Three and 12/100——————— e e e e e — — —
o . Dollars (3 203.12 )
e i !
The togal bonus consideration paid represents a bonus of, Fifty and 00/100-——ooue oo
A Dollars (S___ 50,00 ) peracm, coxxwxwxxARunx 4.0625 net acres.

o TERMSubjec:mtﬁeothapmvisionsinmislcas;.tbhlcaseshanbefor:.m?f .l;:‘ive (5) years from this dae
(Heggia exifed "primary wnn')mdas[cngmﬂzrasoilmdgzs,orcidurofmem.ispmduwdmpmngquanm:_ls from said land.
Muad:mﬂlisleiu.tbem'pmdmdinp:yh;qnmtiﬁcs’meansﬂmd‘lcr:ceipufmnd:esalcwothamﬁmnmdcomcialmofdumbmncc(s)mmd
ﬂgﬂo’(orpo&uopﬁmndapmﬁrmemmnﬂulmpm

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 AUSTIN, TEXAS, a delay rental in
the amount specified in the following schedule multiplied by the number of acres then covered by this lease, which payment, when timely made, shall continue this lease for
a period of one (1) additional year. In like manner and upon payment of the amounts set out in the following schedule, this lease may be further continue for successive one-
year periods during the primary term of this lease provided that payment is made on or before the anniversary date.

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

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

(A) OIL. Royalty payable on oil, which is defined as including all hydrocarbons produced in a liquid form at the mouth of the well and also as ai]
condensate, distillate, and other liquid hydrocarbons recovered from oil or gas run through a separator or other equipment, 2s hereinafter provided, shall be
3/16 part of the gross production or the market value thereof, at the opticn of the owner of the soil or the Commissioner of the

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

(B) NON PROCESSED GAS. Royalty on any gas (including flared gas), which is defined as all hydrocarbons and gaseous substances not defined
noiliasubpma:pb(A)above,produccdfxumuywellonsaidlmd3(7cgupmvidedhaeinﬁmmmmmhaﬂmhmmor
gasoline, liquid hydrocarbons or other products) shall be 1 part of the gross production or the market value thereof, at the option of the
owwofthesonorlthomissiowofduGena'alLandOﬁic:.suchvalucrobebasedondnhi;h:stmumptiacpaidotnfﬁmdforpsofmpn:blequruyh
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 (50)
demFahn:nheit.mﬂa:donbbemadnformwcordingto]!oyle’suw.mdfwspedﬁcyzvﬁymdingwt:stsmdzbythf.n‘ahnuMeﬂmdorbymg
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 hydrocarboas
shall be 3/16 part of the residue gas and the liquid hydrocarbons extracted or the market value thereof, at the option of the
owner of the soil or the Commissioner of the General Land Office. All royalties due herein shall be based on one hundred percent (100%) of the total plant
production of residue gas attributable to gas produced from this lease, and on fifty percent (50%), or that percent accruing to Lessee, whichever is the greater, of the
total plant production of liquid hydrocarbons attributable to the gas produced from this lease; provided that if liquid hydrocarbons arc recovered from gas processed
in a plant in which Lessee (or its parent, subsidiary or affiliate) owns an interest, then the percentage applicable to liquid hydrocarbons shall be fifty percent (50%) or
the highest percent accruing to a third party processing gas through such plant under a processing agreement negotiated at arm's length (or if there is no such third
party, the highest percent then being specified in processing 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 markzt 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),
whiahewer 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

bedn fpedssed.
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'..': »8(D) OTHER PRODUCTS. Royalty on carbon black, sulphur or any other products produced or manufactured from gas (cxcgling liquid hydrocarbons)
whether said gas be "casinghead,” *dry,” or any other gas, by fractionating, burning or any other processing shall be 371 part of the

5 Progduction 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
vu.lus‘m b4 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
bagi;s of&s average gross sale price of each product for the same month in which such products are produced; whichever is the greater.

Bemeee

* ® **¥5 MINIMUM ROYALTY. During any year after the expiration of the primary-term of this lease, if this lease is maintained by production, the royalties
paid uhder this lease in no event shall be less than an amount equal to the total annual delay rental herein provided; otherwise, there shail be due and payable on or
befpys g dast day of the month succeeding the anniversary date of this lease a sum equal to the total annual rental less the amount of royalties paid during the

prec2ding Year. H-Paregraph-3-ofthistexsedoes-not-specify-a-delay-rental-ameuntthen for the purposes of this paragraph, the delay rental amount shall be one
doly, G} 90) per acre.

LR ] .

coon® 6. ROYALTY IN KIND. Notwithstanding any other provision in this lease, at any time or from time to time, the owner of the soil otdl:Conutusstouer
ofefic Géneral 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 mydt::s'
accruing to such royalty owner under this lease be made in kind. The owner of the soil's or the Commissioner of the General Land Office's right to take its myalry in
kind shall not difninish or negate the owner of the soil's or the Commissioner of the General Land Office's rights or Lessee’s obligations, whether express or implied.
under this lease.

7. NO DEDUCTIONS. Lesses agrees that all royalties accruing under this lease (including those paid in kind) shall be without deduction for the cost of
producing, gathering, storing, separating, treating, dehydrating, compressing, processing, transporting, and otherwise making the oil, gas and other products 5
hereunder ready for sale or use. Lessee agrees to compute and pay royalties on the gross value received, including any reimbursements for severance taxes and
production related costs.

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

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

Payment of royalty on production of oil and gas shall be as provided in the rules set forth in the Texas Register. Rules currently provide that royalty on oil is due
and must be received in the General Land Office on or before the Sth day of the second month succeeding the month of production, and royalty on gas is duc.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 a.ﬁ'u.?avn 9{ the
owmer, manager or other authorized agent, completed in the form and manner prescribed by the General Land Office and showing the gross amount and disposition of
all oil and gas produced and the market value of the oil and gas, together with a copy of all documents, records or reports confirming the gross production, disposition
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and market value including gas meter readings, pipeline receipts, gas line reczipts and other checks or memoranda of amount produced and put into Pipelines,

or pools and gas lines or gas storage, and any other reports or records which the Geaeral Land Office may require to verify the gross production, disposition ang
market value. In all cases the authority of a manager or agent to act for the Lessee herein must be filed in the General Land Office. Each royalty paymen; shall be
accompanicd by a check stub, schedule, summary or other remittance advice showing by the assigned General Land Offics leass number the amount of Toyalty bai
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 "
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 325.00 whichever is gregye;
In addition to a penalty, royalties shall accrue interest at a rats of 12% per year; such interest will begin accruing when the royalty is sixty (60) days overgys. '
AlfTidavits 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 g
effective on the date whea the affidavits or supporting documents wers due. The Lesses shall bear all responsibility for paying or causing royalties to be paid o
prescribed by the due date provided herein. Payment of the delinquency penalty shall in no way operats to prohibit the State's right of forfziture as provided by 134y
nor act to postpone the dite on which royalties were criginally due. The above penalty provisions shall not apply in cases of title disputs as 1 the State’s portion of
the royalty or to that portion of the royalty in disputz as to fair market value. . .

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually fumish the Commissioner of the General Land Office with
its best possible estimate of oil and gas reserves underlying this lease or allocable to this lease and shall furnish said Commissioner with copies of all contraces under
which gas is sold or processed and all subsequent agreememts and amendments to such coatracts within thirty (30) days after entering into or making such contracts,
agreements or amendments. Such contracts and agreements when recsived by the General Land Office shall be beld in confidence by the General Land Offics 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 saig
premises, including the books and accounts, receipts and discharges of all wells, tanks, pools, metess, and pipelines shall 2t all times be subje<t to inspection and
examination by the Commissicner of the General Land Offics, the Attorney General, the Governcr, or the representative of any of them. K

(B) PERMITS, DRILLING RECORDS. Written notics of all operations on this lease shall be submitzed to the Commissicner of the General
Land Offics by Lesses or operator five (5) days befors spud date, workover, re-catry, 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 repors 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 signags on the leased premises for the purpose of
identifying wells, tank banteries or other associated improvements to the land must also include the word "State.” Lessee shall supply the General Land Office with
any records, memoranda, accounts, reports, cuttings and cores, or other informaticn relative to the operation of the above-described premises, which may be
requested by the General Land Offics, in addition to those herein expressly provided for. Lesses shall have an electrical and/or radicactivity survey made on the
bore-hole section, from the base of the surfacs casing to the total depth of well, of all wells drilled on the above described premises and shall ransmita true copy of

the log of sach survey on each well to the General Land Offics 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 latc filing shall be set by the General Land Offics administrative rule which is cffective on the date when the materials were due in the General
Land @ifics. :

* L ® LL e .

wsae 11. CRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, during the primary term hersof and pricr to discovery and preduction
of*gil§r,&s on said land, Lesses should drill a dry hole or holes thereon, or if Juring the primary term hereof and after the discovery and actual production of oil or
ga.s..'ﬁn.'l the leased premises such preduction thereof should cease from any cause, this lease shall not terminate if on or belore the expiration of sixty (60) days fom
ddlg. jomplelion of said dry hole or cessation of production Lesses commences additional drilling or reworking operations thereen, or pays or tenders the next
amuﬂ: 'aay rental in the same manner as provided in this lease. If, during the last year of the primary term or within sixty (60) days pricr thersto, a dry hole be
cgm'f;!e:ﬂ.i and abandoned, or the preduction of oil or gas should cease for any cause, Lessee's rights shall remain in full fores and effect without further operations

expiration of the primary term; and if Lesses has not resumed production in paying quantities at the expiration of the primary term, Lesses may maintain this

182de %% ¥onducting additional drilling or reworking operations pursuant to Paragraph 13,.using the expiration of the primary term as the date of cessation of
prodfiction 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
PRy JErm 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
exphrationt of sixty (60) days from the datz of completion of such shut-in oil or gas well and upen the failure to make such paymeat, this lease shall ipso faclo
l.egpx.naﬂ If at the expiration of the primary term cr any time thereafter a shut-in oil or gas well is located on the leased premises, payments may be made in
aocerdanes with the shut-in provisions hersof

L]
*$°**? 12. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. If, at the cxpiration of the primary term, neither oil nor gas is being
producsd on said land, but Lessee is then engaged in drilling or reworking operations therzon, this lease shall remain in forcs 5o long as operations on said well or for
drilling or reworking of any additional weil are prosesuted in good faith and in-workmanlike manner without interruptions totaling more than sixty (60) days during
any one such operaticn, and if they result in the production of oil and/cr gas, so long thercafter as oil and/or gas is produced in paying quantities from said land, of
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 terminats 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 goed faith and in workonanlike manner without
interruptions totaling more than sixty (60) days. If such drilling or reworking operations resuit in the production of oil or gas, the lease shall remain in full force and
effect for so long as oil or gas is produced from the leased premises in paying quantities or payment of shut-in cil or gas well royalties or payment of compensatory
royalties is made as provided herein or as provided by law. If the drilling or reworking operations result in the completion of a well as a dry hole, the lcase will not
terminate if the Lesse= commences additional drilling or rewerking operaticns within sixty (€0) 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. Lessee shall give written netics to the General Land Office within thirty (30) days of any cessation of preducticn.

14. SHUT-IN ROYALTIES. For purposes of this paragraph, "well” means any well that has bezn assigned a well number by the state agency ’_‘-“"”,3
jurisdiction over the production of oil and gas. If, at any time aftzr the expirazion of the primary term of a lease that, until being shut in, was being maintained in_ I
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 producsd for lack of suitacic
production facilities or lack of a suitable markst, then Lesses may pay as a shut-in oil or gas royalty an amount equal to double the annual remal provided in the
!N-Sc. but not less than $1,2C0 a vear for each well capable of producing oil or gas in paving quantities, . - =TT
ermowntthen for the purposes of this paragraph, the delay reatal amount shall be one dcllar (51.00) per acre. To be effective, cach initial shut-in oil or gas
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must be paid on or before: (1) the expiration of the primary term, (2) 60 days after the Lessce ceases 1o 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 Cffice and one-half (1/2) to the owner of the soil. If the shut-in oil or gas royalty is paid, the lease shall be considered 1o b: [
a producing lease and the payment shall extend the term of the lease for a period of one year from the end of the primary term., or fom the first day of the mon,
foilowing 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 exteng 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 pericd the lease is kept in effect by payment of the shut-in oil or gas royalty, cil or gas is Sl
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
case in which drainageNis occurring, the right 1o continue to maintain the lease by paying the shut-in oil o gas royalty shall cease, but the lease shall remain effaciiye
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 Lesses paying compensatg, .
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 2/
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) 1o the owner of the soil, beginning on or before the last day of the month following the month in which the oil or gasis
produczd from the well causing the drainage or that is completed in the same producing reservoir and located within one thousand (1,000) fet of the leased premises.
If the compensatory royalty paid in amy 12-month pericd 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 pesiod. Compeasatory royalty payments which are not timely paid will accrue penalty and interest i
accordance with Paragraph 9 of this lease. None of these provisions will relicve Lessee of the obligation of reasonable development nor the obligation to dril] offset
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, afler a well producing or capable of producing oil or gas has
beea completed on the leased premises, Lesses shall sxcroise the diligzace of a reasonably prudent operator in drilling such additional well or wells as may be
reasonably necessary for the proper development of the leased premises and in marketing the production thereon.

(A) VERTICAL. In the cvent this lease is in force and effect two (2) years after the expiration date of the primary or exteaded term it shall then terminare
as o all of the leased premises, EXCEPT (1) 40 acres surrounding each oil weil capable of producing in paying quantities and 320 acres surrounding each gas well
capable of producing in paying quantities (including a shut-in oil or gas well as provided in Paragraph 14 hereof), or a well upon which Lessee is then engaged in
continuous drilling or reworking operations, or (2) the number of acrzs included in a producing pocled unit pursuant to Texas Natural Rescurces Code  52.151-
52.153, or (3) such greater or lesser number of acres as may then be allocated for production purposes to a proration unit for each such producing well under the rules
and regulations of the Railroad Commissicn of Texas, or amy succsssor ageacy, or other governmental autherity having jurisdiction. If at any time after the effective
daze of the pantial termination provisions bereof, the applicable field rules are changed or the well or wells located thereon are reclassified so that less acreage is
therzafter allocated to said well or wells for production purposes, this lease shall thercupen terminaze as to all acreage not thereafter allocated to said well or wells for
production purposes. Notwithstanding the termination of this lease as to 3 portion of the lands covered hereby, Lesses shall neventheless continue to have the right of
ingresy ip and cgress Fom the lands still subject to this lease for all purposes described in Paragraph 1 hereof, together with casements and rights-of-way for existing
roadse 3i!ting pipelines and other existing facilities on, over and across all the lands described in Paragraph 1 hereof (Tthe retained lands®), for access to and from the *
nm‘n.cs.ta.nds and {or th= gathering or transportation of oil, gas and other minerals produced frcm the remined lands. d

- a0 . )
*®*+"(B) HORIZONTAL. In the event this lease is in force and effect two (2) years after the expiration dats of the primary or extended term it shall further
tepfif§® as to all depths below 100 fest below the total depth drilled (hereinafter "deeper depths™) in each well located on acreage retained in Paragraph 16 (A)
abg®® *“Mycss on or before two (2) years after the primary or extended term Lesses pays an amount equal to one-half (1/2) of the bonus originally paid as
cons*@Mion for this lease (as specified on page 1 hereof). If such amount is paid, this lease shall be in force and effect as to such desper depths, and said
tc.};n_igatipg 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
cow! this lease. i

L]

JC) IDENTIFICATION AND FILING. The surface acreage retained hereunder as to each well shall, as nearly as practical, be in the form of a square with
the " b8ated 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
terminatigg of this lease as provided herein, Lesses shall executs and record a release or releases containing a satisfactory legal description of the acreage and/or
d&28# AR Ietained hereunder. The resorded release, or a centified cory of same, shall be filed in the General Land Offics, accompanied by the filing fes prescribed
by the ng:r.d Land Office rules in effect on the date the release is fiicd. If Lesses fails or refuses to execute and record such release or releases within ninety (90)
dagwaficr being requested to do so by the General Land Offics, then the Commissioner at his sole discretion may designate by written instrument the acreags and/or
depths 10 be released hercunder and record such instument 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 royaltics paid, or to be paid, under this lease shall relieve Lesse= of his obligation to protect
the oil and gas under the above-described land from being draincd. Lesses, 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 oil or gas, the Lesses, 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 fest of the leased premises start producing
in commercial quantitics and shall prosecute such drilling with diligencs. Failure to satisfy the starutory offset obligation may subject this lcase and the owner of the
soil's agency rights to ferfeiture. Only upon the determination of the Commissioner of the General Land Office and with his writtea approval may the payment of
compensatory royalty under applicable stanutory parametess satisfy the obligation to drill an offset well or wells required under this paragraph.

18. FORCE MAJEURE. If, afler a good faith cffort, Lesses is preveated from complying with any express or implicd covenant of this lease, from
conducting drilling operations on the leased premises, or from producing oil of gas from the leased premises by reason of war, rebellion, riots, srikes, acts of God. ik
any valid order, rule or regulation of government autherity, then while so prevented, Lesses's obligation to comply with such covenant shall be suspended and Lesses
shall not be liable for damages for failure to comply with such covenants; additionally, this lease shall be extended while Lessez is prevented, by any such cause,
from conducting drilling and reworking operations or fom producing oil or gas from the leased premises. However, nothing in this paragraph shall suspead the
payment of delay rentals in order to maintain this lease in effect during the primary term in thz absence of such drilling or reworking operations or procuction 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 defaylys in
payments owed on the leased premises, then Lessee may redeem the rights of the owner of the 50il in the leased premises by paying any mortgage, taxes OF Other I3
on the leased premises. If Lessee makes payments on behalf of the owner of the soil under this paragraph, Lesses may recover the cost of these payments s ¢7 liens
reatal and royalties due the owner of the soil. : m the

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the scil 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 providsd ic be puid 1o the owner of Uk soil shall be paid 1o hi
in the proportion which his interest bears to the entire undivided surfacs estate and the royalties and rental herein provided to be paid to the Commissioner of the o
General Land Office of the State of Texas shall be likewise proportionately reduced. However, before Lessee adjusts the royalty or rzatal due to the Commissioner
the General Land Office, Lesses or his authorized representative must submit to the Commissioner of the General Land OfSics a writien statement which explaing &:f
discrepancy between the Ynterest purportedly leased under this lease and the actual intzrest owned by the owner of the soil. The Commissicner of the Generq) Land
Ofifice shall be paid the value of the whole production allocable to any undivided interzst not coverzd by a lease, less the proportionats development and productiog
cost allocable to such undivided intzrest. 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-sixtzzath (1/16) of such gress. 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 accordancs with Nanural Resources Code Sections 52.151-52.154 or
if, at any time after the cxpiration of the primary term or the cxtended 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 2czording to the number of acres pooled, released, surrendered, or otherwise seversd, so that
paymeats determined on a per acre basis under the terms of this lease during the primary term shall be calculated based upca the number of acres outside the,
boundaries of a pooled unit, or, if after the =xpiration of the primary term, the number of acres actually retained and cover=d by this lease.

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

without the prior consent of the owner of the soil.

22. AUTHORIZED DAMAGES. Lesses shall pay the owner of the scil for damages caused by its operations to all personal property, improvements,
livesteck 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 LCCATICN LIMIT. No well shall be drilled nearer than two hundred (200) fect to any house or barn now on said premises without the
written consznt of the owner of the soil. A
»

25. POLLUTION. In developing this area, Lessze shall use the highest degres of care and all proper safeguards o prevent pollution. Without limiting the
forcgpings pollution of coastal wetlands, natural waterways, rivers and impounded water shall be prevented by the use of containment facilities sufficient to prevent
spiltagtese2page or ground water contamination. In the svent of pollution, Lessee shall use all means at its disposal to recaprurs all escaped hydrocarbons er other
poilugng gnd shall be responsivic for all damage to putlic and private properties.. Lessee shall build and maintain fences arcund its slush, sump, and drainage pits
an {beries 50 as o protect livestock against loss, damage or injury; and upen completion or abandonment of any well or wells, Lesses shall fill and level all
slush 'ils and csllars and completely clean up the drilling site of all rubbish therzon. Lesses shall, while conducting aperations on the leased premises, keep said
prc—m;s&i Prgc of all rubbish, cans, bottles, paper cups or garbage, and upon completion of operations shall restors the surface of the land to as near its original

condﬂj:: Elld contours as is practicable. Tanks and equipment will be kept painted and presentable. 3

oe'nee 0 046. REMOVAL OF EQUIPMENT. Subject to limitations in this paragraph, Lesses shall have the right to remove machinery and fixtures placed by

Lessc® o e leased premises, including the right to draw and remove casing, within one hindred twenty (120) days after the expiration or the termination of this
lease uftless 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 gasip ying quantities. Additionally, Lessez may not draw and remove casing until after thirty (30) days written notics to the Commissioner of the General
Land ©ffic®and to the owner of the soil. The owner of the soil shall become the owner of any machinery, fixtures, or casing which ars nct timely removed by Lesses
un:i;r:tias?!nu of this paragraph. ¢

o27- (A) ASSIGNMENTS. Under the conditions contained in this paragraph and Paragraph 29 of this lease, the rights and estates of cither party to this
le23MMY2he assigned, in whole or in part, and the provisions of this lease shall extznd to and be binding upon their heirs, devisees, legal representatives, successors
and assigns. However, a change or division in ownership of the land, rentals, or royaltics will oot enlargs the obligations of Lesses, diminish the rights, privileges
and estates of Lesste, impair the effectiveness of any payment made by Lessee or impair the effectivencss of any act perforrmed by Lesses. And no change of
division in ownership of the land, rentals, or royalties shail bind Lesse= for any purpose until thirty (30) days after the owner of the scil (or his heirs, devisess, legal
representatives or assigns) fumnishes the Lesses with satisfactory written evidence of the change in ownership, including the criginal recorded muniments of title (or a
centified copy of such original) when the ownership changed because of a conveyancs. 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 cne or more of them to pay his share of
the rental shall not affect this lease on the part of the land upon which pro rata rentals arc timely paid or tendered; however, if the assignor or assignes does not filea
certified copy of such assignment in the General Land Offics before the next reatal paying date, the entire lease shall terminats for failure to pay the entire rental due
under Paragraph 3. Every assignes shall succzed to all rights and be subject to all obligaticns, liabilitics, 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 royalties.

(B) ASSIGNMENT LIMITATION. Notwithstanding ny 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 Cemmissioner of the General Land Offics, this lease is void as of the time of assignment and the agency pewer
of the owner may be forfeited by the Commissioner. An assignment will be treated as if it were madz 1o the owner of the soil if the assignes is:

(1) anominee of the cwner of the scil; n -
(2) a corporaticn or subsidiary in which the owner of the soil is a principal steckholder or is an employ=e of such a corporaticn or subsiciarys

(3) a partnership in which the owner of the sail is 3 parmer or is an employes= of such a parmersiip;
(4) a principal stockhelder or employez of the corporaticn which is the owner of the soil;

(5) a partner or emploves in a parmership which is the owner of the seil; ’
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(6) a fiduciary for the owner of the soil; including but not limited 1o a guardian, trustes, executor, administrator, recziver, or conservator for 1
owner of the soil; or 2
(7) a family member of the owner of the s0il or related to the owner of the scil by marriage, blocd, or adoption. |
28. RELEASES. Under the conditicns contained in this paragraph and Paragraph 29, Lesses may at any lime exscute and deliver to the owner of the soi]
and place of record a release or releases covering any portion or portions of the leased premises, and thereby surrender this lease as to such portion or portions, msdmbe
relieved of all subsequent obligations as to acreage surreadered. If any part of this lease is properly surrendered, the delay rental dee 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; bowever, such release wi[;x
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 wherz the land is situated, and the recerded instrument, or a copy of the recorded instrument cenified by the County Clerk of the county in which the
instrument is recorded, must be filed in the General Land Office within 90 days of the last execution date accompanied by the prescribed filing fee. If any such
assignment is not 5o filed, the rights acquired under this lease shall be subject to forfeiture at the option of the Commissioner of the General Land Office.

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

31. FIDUCIARY DUTY. The owner of the soil owes the State a fiduciary duty and omust fully disclose any facts affecting the State's interest in the leased
premises. When the interests of the owner of the scil conflict with those of the State, the owner of the soil is obligatzd 10 put the State's interests before his personal '

interests.

32. FORFEITURE. If Lesses shall fail or refuse to make the payment of any sum within thirty days after it becomes due, or if Lesses or an authorized
agent should knowingly make any false return or false report conceming production or drilling, or if Lessez shall fail or refuse o 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 Lesses should fail to file reports in the manner
required by law or fail to comply with rules and regulations promulgated by the Ceneral Land Offics, the School Land Board, or the Railroad Commission, or if
Lesses should refuse the proper authority access to the records pertaining to operations, or if Lesszz 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 Geaeral 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 not filed in the General Land Offics as required by law, the rights
acquired under this lease shall be subject to forfeiturs by the Commissioner, and he shall forfeit same when sufficiently informed of the fac:s which authorizs 2
forfziture, 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 terminaticn of this Jeasz by operation of law o > 'zason of any special limitation arising hereunder. Forfeitures may be set aside and this
lease and all rights thercunder reinstarzd before the rights of another .nirvene upon satisfaciory svidencs 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.

® ¢’ ee3. LIEN. In accordancs with Texas Natural Resourcss Code 52.136, the State shall have a first lien upon all 0il and gas produced from the area coversd
by thi Jﬁc to secure payment of all unpaid royalty and cther sums of money that may become _te uader this lease. B = -utance of this Jease, Lessee grants the
Sl.am,‘xg ition to the lien provided by Texas Narural Resources Cods 52.136 and any othzr appiicable statutery lien, 21 sxpr=ss congacwual lien on and security
interest %l leased minerals in and extacied from the leased premises, all proceeds which may accrue to Lessee from the sale of such leased minerals, whether such
proe<t8g &% held by Lessee or by a third party, and all fixturss on and improvements to the leased premises used in connection with the production or processing of
such e Mminerals in order to secure the paymeant of all royalties or other amounts due or to becorze due under this lease and to secure payment of any damagss or
loss Y ssor 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
forgetgsededith or without court procsedings in the manner provided in the Title 1, Chapter 9 of the Texas Business and Commercs Code. Lessee agress that the
CommMisssnler may require Lessee to executs and record such instruments as may be reascnably necsssary to acknowledge, artach or perfect this lien. Lesses hereby
represeits that there are no prior or supesior lieas arising from and ~elating to Lessze's activities upon the above-described property or from Lassee's acquisition of
this Jease, Should the Commissioner at any time detzrmine that this representation is not true, then the Commissioner may declare this lease forfeited as provided

hereim .

L ]

':3".'3:4. POOLING. Lessee is hersby granted the right to peol or unitizz the royalty intersst of the owner of the soil under this lease with any other leaschold
or mineral interest for the exploration, development and preduction of oil or gas or cither of them upon the same terms as shall be approved by the School Land
BJg84¢the Commissioner of the General Land Office for the pooling or unitizing of the intersst of the State under this lease pursuant to Texas Natural Rescurces
Code 52.151-52.153. The owner of the soil agrees that the inclusion of this provision in this lease satisfics the execution requirements statsd in Texas Naural

Resources Code 52.152.

35. INDEMNITY. Lessee hereby releases and discharges the State of Texas aEd the owner of the soil, their officers, employees, partmers, agents,
contraciors, subcontractors, guests, invitees, and their respective successors and assigns, of and from ail and any actions and causes of action of every nature, or other
harmn, including environmental harm, for which recovery of damages is sought, including, but oot limited to, all losses and expeases which are caused by the
activities of Lessee, its officers, employees, and agents arising out of, incidental o, or resulting from, the operations of or for Lessez on the lcased premises )
hereunder, or that may arise out of or be cccasioned by Lesses’s breach of any of the terms or provisions of this Agreement, or by any other negligent or strictly liable
act or omission of Lessee. Further, Lesses hereby agrees to be liable for, exonerate, indemnify, defend and hold harmless the State of Texas and the owner of the soil,
their officers, employees and agents, their successors or assigns, against any and all claims, 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’ fess and
other legal expenses, including these relatsd to environmental hazards, on the leased premises or in any way related to Lessee’s failure to comply with any and all
eavironmental laws; those arising from or in any way relat=d to Lesses's operations or any other of Lzssee’s activities on the leased premises; those arising from

£sses’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
Agresment or any other act or omission of Lesses, its directors, officers, employees, parmers, agents, cCractors, subcontraciors, guests, invitess, and their respecive

succassors and assigns. Each assignes of this Agreement, or an interest therzin, agress 1o be liakle for, excnerate, indemnify, defead and hold harmless the 5212 of

Texas and the owner of the seil, their officsrs, employess, and agents in the same manner provided above in connection with the activities of Lessez, its officers,
employzes, 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. Lessec shall use the highest degree of care and all reasonable safeguasds 1o prevent contamination or pollygen o
any environmental medium, including soil, surface waters, groundwater, sediments, and surface or subsurface strata, ambient air or any other eavironmenta) m::; of .
i, 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 um
contining materials, explosives, toxic materials, or substances regulated as hazardous wast=<, hazrardous materials, hazardous substances (as the term “Hzzirdgy,
Substance” is defined in the Compreheasive 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 of] and gas
cxploration and develcpment operaticns-and storsd in the usual manner and quantities. LESSEE’S VIOLATION OF THE FOREGOING PROHIBITION
SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND
DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST ANY CLAIMS, DAMAGES, JUDGMENTS, PENALTIES,
LIABILITIES, AND QOSTS (INCLUDING REASONABLE ATTORNEYS® FEES AND COURT COSTS) CAUSED BY OR ARISING OUT OF (1) A
YIOLATION OF 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 STATZ OF
TEXAS AND THE OWNER OF THE SOIL WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS PARAGRAPH, UPON
LEARNING OF THE PRESENCE OF ANY 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 Nanural Resources Code  $2.171 through 52.150, commonly known as the
Relinquishment Act, and other applicable starutes and amendments thereto, and if any provision in this lease does not conform to these statutes, the stanutes will
_ prevail over any nonconforming lease provisions.

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

be the date found on Page 1. -

39. LEASE FILING. Pursuant 1o Chapter 9 of the Texas Business and Commerez Code, this lcase must be filed of recard in the office efithe 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 leasz is not
€ Tective until a certified copy of this leass (which is made and cenified by the County Clerk from his records) is filed in the General Land Offics in aczordancs with
Texas Narural Resources Code 52.183. Additionally, this lease shall not be binding upon the Stat= unless it recites the actual and true consideraticn paid or premised
for execution of this lease. The bonus due the Stazs and the prescrived filing fes shall accompany such certified copy to the General Land Offics. .

-:-"-* See Exhibit "A" At hed Additional Provisions
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A LESSEE
-.~\.; BY: Clzav Johnson
pas TITLE; ,
.'f,..-: 6’_2;’, ?‘J/
¢ Teeat DATE; i
- - 7
.
sTatE . STATE OF TEXAS
/224 ; ' BY:
Individgally an for the Stats of TexAs Individually and as agent for the State of Texas
dMinerals “&nd Reglt td., by RC Star L.L.C., General Partnership, Cydney H ard
Datz:__ President a-ﬁ' 2 Daz=:
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 w

(CORPORATION ACKNOWLEDGMENT)
COUNTY OF
BEFORE ME, the undersigned authority, on this day personally appeared ’
. =~ _ ——.--_-
known to mc to be the person whose name is subscribed 1o the foregoing Instrument, as of

and acknowledged to me that he executed the sy
for!.hcpurpos::andcu\ﬂdazucnd:aeincxpmud,mlhcc:pamrymed.mdamemanddcadofmdeorpommn. .

Given under my hand and seal of office this the day of 315 »
Notary Public in and for
STATECF (CORPORATION ACKNOWLEDGMENT)
COUNTY OF .

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

known to me 1o 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 stazed, and as the 2¢t and de=d of said corporation.

Given under my hand and s=al of office this the day of , 18

Notary Public in and for

sTAT of____ TEXAS
cow‘% 42005

\ .'icfcr: me, the undersigned authority, on this da onally appears
feal™ . General Partner, %ydney fi Shepard,
known to mg to be the persons whose names are subscribed to the forezoing instrumeat, and ack.‘owledg-d to me that they exccuted the same for the purposes and

(INDIVIDUAL ACONOWLEDGMENT) 3

t

-

d }g Mlnerals and Realty, Ltd., by RC Sta
side

conm.k@ therein expressed.
* G.lvcn under my hand 6 day Ofwm , 19 q 6
i JANAJULER A0 s
- ‘.‘".,: Notary Pubiic, 5”2&';“ ‘ QA,, G W&V - C T. )(
. : . JUCO‘L‘Y‘"WN 2002 o Publicin a3d for | -O}
STA.TE O;' m% (INDIVIDUAL ACKNOWLEDGMENT)

COUNTY OF MLM

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

L7
known to me to be the perscns whose names ares subscribed to the forezoing insgrument, and acknowledgzd o me that they exzcuted the same for the purpeses and
Given under my hard and seal of office this the 2% day of (mﬁmw ‘ g

Toexa

consideration therein expressed. 3{

Notary Putlic in and for

State of Tem:,
Comm. Exp. 10-30-99 4

Paaal
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“EXHIBIT A”

Attached to and made a part of Oil and Gas Lease
dated August 19, 1998 by and between H-S Minerals and Reaity, Lid.,
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.

. . L 2 L
7. * Mbtwithstanding any other provisions of this lease to the contrary, it is expressly understood and agreed that Lessee will not
24 ljute any water aquifers or fresh water in, upon or under the leased premises, and Lessee agrees to notify the owner of the soil
K ffwriting if fresh water is encountered during drilling, or if a fresh water formation is penetrated.

vdeaw
n‘ ”
vl.eﬁsee further agrees to maintain all drill sites and other portions of the surface used or occupied by Lessee, its successors or

2wy 2558 sagns, free and clear of weeds and noxious vegetation and will maintain the same in a reasonable manner to prevent additional

" &mage to the owner of the soil’s other land and crops. L

9» « J¥pon written demand by the owner of the soil, Lessee shall build and maintain fences around its slush, sump and drainage pits
' ancItauk batteries to protect livestock against loss, damage or injury; and upon completion or abandonment of any well or wells,

'ﬂﬂb‘!&ee shall fill and level off all slush pits and cellars and completely clean up the drill site of all rubbish thereon.

0 ﬁessee 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 GO
STATE OF TEXAS T RE CERT'F'CAE
COUNTY OF REEVES FT1.ED: 11 /5 705

The above and foregoing is a full, true and correct nhomgraph\c copy of the

onginal record now in my lawhy) custody and posses
file e 2 2

: DX RN XDEX ' il . BN XU
EXTO BE ED TN
PUBLIC RECORD

. I'hereby certifiedon 11/5/98_
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General Land Office
Relinquishmnt Act Lease Form
Revised, September 1997
g = OIL AND GAS LEASE
THIS AGREEMENT is made and entered into this_ 19 dayof August 1998 , between the State of Texas, acting by and through its
agent, Hill Investments, Ltd.
of
P.O. Box 1568, Cedar Park. Texas 78613 said ageat
(Give Permanent Address) -
berein referred to as the owner of the soil (whether one or more), and y Johnson .
03 W.-Wall,. Snite 800 of
Midland, ‘Texas 79701
(Give Permanent Address)

hereinafter called Lessee.

1. GRANTING CLAUSE. For and in consideration of the amounts stated below and of the covenants and agreements to be paid, kept and performed by
Lessee under this lease, the State of Texas acting by and through the owner of the soil, bereby grants, leases and lets unto Lessee, for the sole and only purpose of
prospecting and drilling for and producing oil and gas, laying pipe lines, building tanks, storing oil and building power stations, telephone lines and other 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 58, Public School Land Survey
Section 14: E/2. (2.8125 net acres)
Section 14: SW/4 (1.25 net acres)

cnuﬂiniag- 480 acres, more or less. Thebonusconsidﬂaﬁmplidﬁ:rdlisl:-n:iszfoﬂow:
Tothe State of Texas: One Hundred One and 56/100-————————— e~
Dollars(3___ 101 .56 b
To the ownerof the soil: One Hundred One and 56/100-——————————— e
Dollars (S, 101.56 )
S2 Total bonus consideration:__TWO Hundred Three and 12/100---—-—-——---oooeeeoooo——
* se DO“ZI’!(S 703 1.2 )
taee
The weal benus consideration paid represents abonusof___Fifty and No/100-—————cooeommmmmmoo oo
s Dollars (. 20,00 ) peracre, o0 xxxxxxwremee 4.0625 net acres.

* svined TERM. Subject to the other provisions in this lease, this lease shall be foratermof ___Five (5) years  gom this due
(herein called "primary term”) and as long thereafter as oil and gas, or cither of them, is produced in paying quantities from said land.
As" 24 hdhis lease, the term "produced in paying quantities” means that the receipts from the sale or other authorized commercial use of the substance(s) covered
exceeg out of pocket operational expenses for the six months last past.

-
®seves
. .

3. « Delay Rentals: If oil or gas in paying quantitics is not being produced from the premises on the first anniversary date of this Lease and there are then no drilling
8ger&thos being conducted on the premises, then this lease shall terminate unless, on or before such anniversary date, Lessee shall pay, ' directly to the owner of the soil
and a like amount paid or tendered to the COMMISSIONER OF THE GENERAL LAND OFFICE OF THE STATE OF TEXAS, AT AUSTIN, TEXAS, a delay rental in
the amount specified in the following schedule multiplied by the number of acres then covered by this lease, which payment, when timely made, shall continue this lease for
a period of one (1) additional year. In like manner and upon payment of the amounts set out in the following schedule, this lease may be further continue for successive one-
year periods during the primary term of this lease provided that payment is made on or before the anniversary date

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

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




4. PRODUCTION ROYALTIES. Upon production of oil and/or gas, Lessee azm: 10 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) OILL. Royalty payable oa oil, which is defined as including all hydrocarbons produced in a liquid form at the mouth of the well and also 2s al

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

General Land Office, such value to be determined by l)thch.ighcs:posr.cdpric:.pluspmnimn.ifmy.oEmdmpddforoiLmnduuae.dinﬂhu,wmw
hydrocarbons, respectively, of a like type and gravity in the general arca where produced and when run, or 2) the highest market price thereof offered or paid in the
general area where prodhiced 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 plan, it will be run free of cost to the royalty owners through an adequate oil and gas scparator of conventional type, or
other equipment at least as efficient, so that all liquid hydrocarbons recoverable from the gas by such means will be recovered. The requircment that such gas be run
through a separator or other equipment may be waived in writing by the royalty owners upon such terms and conditions as they prescribe.

(B) NON PROCESSED GAS. Royalty on any gas (including flared gas), which is defined as all hydrocarbons and gaseous substances not defined
as oil in subparagraph (A) above, produced from any well on said land (except as provided herein with respect to gas processed in a plant for the extraction of
gasoline, liquid hydrocarbons or other products) shall be 3/16 part of the gross production or the market value thereof, at the option of the
owner of the soil or the Commissioner of the General Land Office, such value to be based on the highest market price paid or offered for gas of comparable quality in
the general area where produced and when run, or the gross price paid or offered to the producer, whichever is the greater; provided that the maximum pressure base
hmh:ﬂummdumblmgmnmnmydmamdl4.65pomdspersthcblbsohm.mdﬂzmdndbaemmshﬂbeﬁxty(60)
dcpeul-'ahenh:ir.cntm:ﬁoabkmd:fotmemrﬁngmwlfsuw.mdfwspedﬁcmmﬁngmmmwmwmwawu
most approved method of testing being used by the industry at the time of testing.

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

(D) OTHER PRODUCTS. Royalty on carbon black, sulphur or any other products produced or manufactured from gas (excepting liquid hydrocarbons)
whether said gas be "casinghead,” "dry,” or any other gas, by fractionating, burning or any other processing shall be -3/16 part of the
gross production of such products, or the market value thereof, at the option of the owner of the soil or the Commissioner of the General Land Office, such market
value to be determined as follows: 1) on the basis of the highest market price of each product for the same month in which such product is produced, or 2) on the
basid of the average gross sale price of each product for the same month in which such products are produced; whichever is the greater.

L 1 ]

o' *52%,5. MINIMUM ROYALTY. During any year after the expiration of the primary term of this lease, if this lease is maintained by production, the royalties
paid®ndc? this lease in no event shall be less than an amount equal to the total annual delay rental herein provided: otherwise, there shail be due and payable on or
before the last day of the month succeeding the anniversary date of this lease a sum equal to the total annual rental less the amount of royalties paid during the
preoeding year. LfParegraph-3-of this-leasc-docs-not-speeify-a-delay-rental-ameunir-then for the purposes of this paragraph, the delay rental amouat shall be one
dollan 84 00) per acre.

*3°%%%6. 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 theGeneral Land Office may, at the option of either, upon not less than sixty (60) days notice to the holder of the lease, require that the payment of any royalties
accruing tp 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
kirt¢ Stfafnot 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. =

L] : e :

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

8. PLANT FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as may represent this lease's proportionate share of any fuel used to 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 mf 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 been removed; no royalties shall be payable on the recycled gas
until it is produced and sold or used by Lessee in a manner which entitles the royalty owners to a royalty under this lease.

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

Payment of royalty on production of oil and gas shall be as provided in the rules set forth in the Texas Register. Rules currently provide that royalty on oil is due
and must be recsived in the General Land Office on or before the 5th day of the sccond month succeeding the month of production, and royalty on gas is due and
must be received in the General Land Office on or before the 15th day of the second month succesding the month of production, accompanied by the a.ﬂ'n?avn 'nflhc
owmer, manager or other authorized agent, completed in the form and manner prescribed by the General Land Office and showing the gross amount a.m'i disposition of
all oil and gas produced and the market value of the oil and gas, together with a copy of all documents, records or reports confirming the gross production, disposition
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and market value including gas meter readings, pipeline receipts, gas line recsipts and other chec’s or memoranda of amount produced and put intg pipelin

or pcols and gas Jines or gas storage, and any other reperts or records which the Ceacral Lasd Office may requirs to verify the gross production, dL‘WSiﬁo:s‘
market value. In all cases the authority of a manager or agent to act for the Lessee herein must be filed in the Geaeral Land Offics. Each royalty Payment ,,:Id
ac-campanicd by a check stub, schedule, summary or other remittance advice showing by the assigned General Land Office lease number the amount of royal J bc
paid on cach lease. If Lesse= pays his royalty on or before thirty (30) days after the royalty pxymeat was due, then Lessez owes a penalty of 5% on the mm'{ oing
525.00, whichevzr is greater. A royaity payment which is over thirty (30) days late shall accrze a penalty of 10% of the royalty due o 525.00 whickever i ;m::a
In addition 10 3 penalty, royalties shall accrue intevest at a rate of 12% per year; such Intersst wAll begin accruing when the myalty s sixty (60) days overdpe.
Affidavits and suppenting documents which are not filed when due shall incur a penalty in an zmount set by the General Land Offics adminiszrative myle which
effective on the date whea the affidavits or suppertng documeats wers due. The Lesses shall bear all responsibility for paying or causing royalties io be paid =
prescTibed by the due date provided herein. Paymest of the delinquency penalty shall ia no way operats to prohikit the State's right of forfeinwe as proyideq b;s 1
nor act 1o pestpone theldate on which royalties were originally due. The above penalty provisicns shall not apply in cases of title disputs as 1o the Stases Portlig o
the royalty or to that portion of the royalty in disputs as to fair market value. 2 z e

) 10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually fumnish the Commissioner of the Gezeral Lang Office w3
its bcst possible estimate of oil and gas reserves underlying this lease or allccable o this lease acd shall furnish said Commissioner with copies of all contraces ;2:,
which gas is sold or proceseed and all subsequent agreememts and amendments to such contracss within thirty (30) days after entering into or making such
agresmeats or amendments. Such contracts and agreements whea recsived by the General Land Ofiics shall be beld in confidence by the Genenal Land Office nless
ctherwise authorized by Lesses. All other contracss and records pertaining to the producticn, transportation, sale and marketing of the oil and gas produced oa said
premises, including the books and acsounts, reszipts and discharges of all wells, tanks, pools, met=Ts, and pipelines shall at all times be subjest 1o inspection and
examination by the Commissioner of the General Land Cffics, the Attormey Geaeral, the Govemmcy, or the represeatative of any of them.

(B) PERMITS, DRILLING RECORDS. Writen notics of all operations oz this lease shall be submitzed to the Commissioner of the General
l.:n_':d Offics by Lesses or operator five (5) days befers spud date, workover, re-eatry, temperary abandenment or plug and abandonment of any well or wells. Such
Wr.tien notics to the General Land Office shall include copies of Railroad Commission forms for application to drill. Copies of well t=sts, completicn reports and
plugzing reports shall be supplied to the General Land Offics at the time they are filed with the Texas Railroad Commission. All applications, permits, reports or
other filings that referzacs this leass or any specific well on the leased premises and that are subminted to the Texas Railroad Commission or any other governmental
agency shall include the word "Siate” in the ttle. Additionally, in aczordance with Railroad Commission rules, any signags on the leased premises %r the purpose of
identifying weils, tank Sansries or other asscciated improvements to the land must also incluc: the word *State.® Lesses shall supply the Geacral Land Office with
any records, memoranda, aczounts, reperts, cuttings and cores, or other information relative to the cperation of the abeve-dersribed premises, which may be
requested by the General Land Offics, in additcn to thoss herein expressly provided for. Lesse= shall have an clectrical and/or radioactivity survey made on the
borz-hele section, from the base of the surfacs casing to the total depth of well, of all wells drilled ca the above described premises and shail oasmit 2 e copy of
the log of each survey on cach well to the General Land Office within fiftesn (15) days afisr the making of said survey.

(C) PENALTIES. Lesse= shall incur a penalty wheaever reports, documents or cther mat=sials are not filed in the Gezeral Land Offics when
;1::. The penalty for late filing shall be set by the General Land Offics administrative rule which is effective on the date when the materials were due in the General
d Offics. g

11. DRY HOLE/CESSATICN OF PRODUCTION DURING PRIMARY TERM. I£ during the primary t=rm her=of and pricr %o discovery and producticn
of oil cr gas on said land, Lesse= should drill a dry hele or holes therson, or If during the primary term hersof and after the discovery and actual precuction of oil or
gas from the leased premisas such preducticn thersof should csase Som any cause, this lease shall 2ot terminats if on or before the expiration of sixty (60) days Som
dat= of completicn of said dry hole or cessation of preduction Lesses commencss additional driiling or reworking cperations therscn, or pays or teaders the next
anquy] delay renal in the same manner as provided in this lease. If, during the last year of the primary term or within sixty (60) days prior theresto, a dry hele be
camel=iad and abandened, or the producticn of ¢il or gas should cease for any cause, Lessee's rights shall remain in fuil fores and eSfect without further operations
unt.:l.31: expiration of the primary term: and if Lesse= has not resumed production in paying quantities at the expiration of the primary term, Lesses may maintain this
lncfc ‘y.canducting additional drilling or reworking operations pursuant o0 Paragraph 13, using the expiration of the primary term as the date of cessation of
prodctin under Paragraph 13. Should the first well or any subseguent well drilled on the abeve described land be completed as a shut-in oil or gas well within the
prinfary term herzof, L2sses may resume payment of the annual reatal in the same manner as zrovided hersin on or befors the reatal paying datz following te
<3Pt of sixty (6C) days from the dat= of completicn of such shut-in oil or gas we!l and upcn e failure 1o maks such payment, this lease shall ipso facio
tert®Ame. If at the expiration of the primary term or any time thereafter a shut-in oil or gas weil is lccated on the leased premises, payments may be made in

ng:éc.rgg;xc: with the shut-in provisions hersof.
.

. 12. DRILLING AND REWORXING AT EXPIRATION OF PRIMARY TERM. If, at the cxpiration of the primary term, neither oil ner zas is being
producsd on said land, but Lessee is then sngaged in drilling or reworking operations therzen, this lease shall remain in fores so long as operations on said well or fer
#3122 &r rewarking of any additional we!l are prosezutzd in goed faith and in-workmarliks manner without interruptions totaling more than sixty (60) days during
any oneguch openaticn, and if they result in the producticn of oil and/zr gas, so long thereafter as oil and/or gas is preduced in paying quantities Fom said land, or

PPN Of shut-in oil cr gas well royalties or compensatory royalties is made as provided in this lease.

13. CESSATION, DRILLING, AND REWORXING. If. afier the expiration of the primary term, producticn of oil or zas fom the leased premisss, after
oncs obtained, should czase fom any cause. this lease shall not terminats if Lesses commencss addidonal drilling or reworking operations within sixty (60) days
afler such cassation, and this lease shall remain in full fores and effzct for so long as such operations continue in gocd faith and in wericnanliks manner without
interruptions totaling more than sixty (60) days. If such drilling or rewerking operations result in the producticn of oil or as, the lease shall remain in full feree and
efTect for 50 long as oil or gas is producsd Som the leased premises in paying quantities or payment of shut-in oil or gas well royalties cr payment ct’ccmF‘-"-’:mq
royalties is made as provided herein or as provided by law. Ifthe drilling or reworking operaticas result in the completion of a well as a dry hole, the Jease ill not
tzrminate if the Lesses commences additicnal drilling or rewerking operations within sixty (60) days afler the completicn of the well as a dry hole, and this lease
shall remain in effect sc leng as Lesses continues drilling or reworking cperations in geod faith 2nd in a workmanlike manner without interruptions ictaling mere
than sixzy (60) days. Lesse= shall give written netics to the General Land Offics withia thirty (30) days of any czssaticn 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 ag=ncy having
jurisdiction oves the preducticn of oil and gas. IE, at any time afer the sxpiration of the primary temm of 1 lease that, until being shut in, was being maintaized i
fores and effect, a well capable of producing oil or gas in paying quantities is locatzd on the leased premises, but oil or gas is net being precuced for lack 04
production facilities or lack of a suitable market, then Lesses may pay as 3 shut-in oil or gas royalty an amount squal to double the annual rental provided in the
| gei-4 o I3 AT BT AN

lease, but not less than $1,200 3 year for each well capable of producing cil or 2as in paying quantites. elamamphejmeitriy-trrrtrrrmor 2T )
- Lalls e Lo o) —m - Lo = Taaria. . 5 I g
amouadehisa for the purpeses of this paragraph, the delay reatal amcuni shail e ene dellar (51.00) per acre. s as ey
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must be paid on or before: (1) the expiration of the primary term, (2) 60 days after the Lessee ceazes to produce oil or gas from the leased premises, or (3) 60

after Lessee completes a drilling or rewerking operaticn in accordance with the lease provisions; whichever date is latest. Such payment shall be made ou_hﬂdz.?’

to the Commissioner of the Geaeral 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 12)
a producing lease and the payment shall extend the term of the lease for 2 period of one year from the end of the primary e, or from the first day of the :mmd s
following the month in which production ceased, and, after that, if no suitable production facilities or suitable market for the oil or gas exists, Lesses may el
lease for four more successive pesiods of one (1) year by paying the same amount each year on or before the expinratica of each shut-in year. e e

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 so]d <
deliverzd in paying qugntities from a well located within ooe theusand (1,000) feet of the leased premises and completzd in the same producing reservoir, or in e
case in which drainage is occurring, the right to continys to maintain the leacs by paying the shut-in oil or gas royalty shall cease, but the lease shall rzma..inggcﬁ.m
for the remainder of the year for which the rovalty bas Yeen paid. The Lesses may mainain the lease for four mere sucssssive years by Lesses paying SCMpenszen,
royalty at the royalty rats provided in the lease of tbe marks: value of productica from the well causing the drainage or which is complet=d in the same pm@;gn =

servoir and within one thousand (1,000) fest of the leased premises. The compensatory royalty is to be paid menthly, cne-half (1/2) to the Commissioner ol‘u;:

Ceneral Land Cffics and one-half (1/2) to the ownes of the scil, beginning on or before the last day of the month following the month in which the oil or 2asis
preduczd Som the well causing the drainage or that is completed in the same producing reserveir and located within one thersand (1,000) fe=t of the lease4 premises.
I{mcampcnsamqmyﬂtypaidmmy 12-menth peried is in an amount less than the annual shut-in cil or gas royalty, Lesses shall pay an acount equal to the
differezcs within thirty (30) days from the end of the 12-month pesicd. Compeasatory royalty payments which are not timely paid will aczwue penalty and interesy in -
aczordancs with Paragraph 9 of this lease. Nope of these provisions will relicve Lesses of the obligation of reascnable developmeat ner the obligation to deil] offier .
wells 35 provided in Texas Natural Rescurces Code 52.173; however, at the detsmminatica of the Commissioner, and with the Commissicner's written approval, e

payment of compensatory royaltics can satisfy the cbligation to driil offzet wells.

16. RETAINED ACREAGE. Notwithstanding any provision of this lease to the contrary, after a well procucing or capable of producing oil or gas has
beea completed on the leased premises, Lesses shall exercise the diligzacs of a reasonably prudeat operater in drilling such additional well or wells as may be
reasonably necessary for the proper development of the leased premises and in marksting the procuction thereon

(A) VERTICAL. In the eveat this lease is in forcs and e&est two (2) years after the expiration date of the primary or extzaded term it shall thea terminaze
as o0 al] of the leased premises, EXXCEPT (1) 40 2: s surrcunding each oil well capable of procucing in paying quantities and 320 acr=s surrcunding each gos well
c.apa.bie of producing in paying quantities (inclucL . : a shut-in oil or gas well as provided in Paragraph 14 hereof), or a well upon which _ssses is then engaged in
continueus drilling of reworking operations, or (2) t=e sumber of acres included in a producing pocled umit pursvant o Texas Narural Resources Code  52.151-
52.153, or (3) such greater or lesser aumber of acres as may then be allccatad for preduction purpeses to a roration unit for each such producing well undsr the rules
and regulations of the Railroad Commizsicn of Texas, or amy successer ageacy, or sther governmental authority having jurisdicten. Ifat any time after the effecsive
cdate of the partial terminaticn provisicns bereof, the applicabic field rules ars changed or the well or wells located thereen ars reclassified so that less acreags is
therzaiter allecated to said well or wells for production purpeses, thiz lease shall thersupen temminazs as to all acrzage aot therzaster ailccatzd to said well or wells for
production purposes. Norwithstanding the terminaticn of this leass 2s 10 3 pertion of the lands covered herzby, Lesses shall nevertheless sontinue to have the right of
ingress to and =zress Som the lands stll subjecs o this lease for all purposes describe d in Paragrach 1 hereof, together 'with =asements and rights-of-way for exissng ©
roads, existing pipelines and other existing facilities cn, over and across all the lands descsibed in Paragraph 1 kereof ("the r=mined lands®), for aczess to and Scmthe ™

£. ~

rewained lands and for the gatherinz ~r ransporatica of oil, gas and othcr minerals producsd Som e remined lands. ‘

(B) ECRIZONTAL. In the event this lease is in fores and c&=2t two (2) years after the expimaticn dats of the primary or exisnded term it shall furthes
t=rmirats as to ail depths below 100 feet Selow the iotal depts irilled (hersinattsr "desper depths”) in each well locat=d o acc=ags res2ized in Paragraph 16 (A)
u?'.‘g""j“’ on or before two (2) years after the primary or s<iznded lerm Leszoe pays an amcunt squal to onc-half (1/2) of the benus originally paid as :
ccnsiceration for this lease (as specified cn pags 1 herzcf). If such amount is paid, this lease shall be in fores and effect as o such dezper depths, and said |
terTaisation shall be delayed for an additicnal pesiod of two (2) years and 5o long thersafter as oil or gas is produced in paying quandties from such decper depths

co¥qed b this lease,

L]

eeee (C)IDENTIFICATION AND FILING. The surfacs acreage retained hereunder as to each well shall, as nearly 25 practical, be in the form of a square with
ther well [dtated in the center thersof, or such other shace as may be approved by the Commissicner of the General Land Orfics. Within thirty (30) days after parial
tzmraination of this leasc as provided herzin, Lesses shall exzcutz and reeord a release or releases coctaining a satisfaciory lezal deseription of the acreage and/or
cepthe wesrstained hersunder, The resorded release, or a cemtified copy of same, shall be Sled in the General Land Offics, 3zompanied by the Siing fes prescridbed
by the Ceneral Land Offics rules in efect on the dat= the release is Gled. If Lesses fails or refuses 1o execute and record such release or releases within ainery (50)
days 3fter being requested w0 do so by the General Land Offics, then the Commissioner at his sole discretion may designate by written insument the acreags and/cr
depiuinte released hereunder and record such instument at Lesses's expense in the county or counties whers the Jease is lccated and in the oficial records of the

Certral Lnd Offics and such designaticn shall 5¢ binding upen Lesses for all purposes.
L]

esssee

. *17. CFFSET WELLS. Neither the benus, delay rentale, ner royalties paid. cr o be paid, under this lease shall relieve Lesses of his obligation 1o prots=
the oil and zas under the above-described land Som being drained. Lzszes, sublessee, recsiver or other agent in contel of e leased premises shail driil as many
wells as the facts may justify and shall use appregriate means and drill 10 a depth accsssary 0 prevent undue drainage of cil and zas Som the leased premises. In
addition. if 0il and/or zas should be producsd in commersial quantides within 1,0€0 fest of the leased premises, or in any case whers the leased premises is being
drained by production of oil or 2as, the Lasses, sublesses, recziver or other agent in cenwel of the leased premises shall in gacd faith begin the drilling 2f 3 well o
welis upen the leased premises within 100 days alzr the drining well or wells or the ‘well or wells completed within 1,000 2zt of the leased premises stan precusing
in commercial quantities and shall prosesuts such driiling with diligeacs. Failure to satisiy the starutory offset obligation may subject this lease and the owne? of the
soil's agency rights to forfeiture. Only upen the determination of the Commissioner of the General Land Office and with his writtea approval may the paymet of

compensatory reyalty under applicable stanstory parameters satisfy the cbiigation to drill an ofiset well or wells required uncer this paragagh.

18. FCRCE MAJEURE. If, af2r a gocd faith efory, Lesses is proventzd om complying with any express or implied cavenant of this leass, om
ccnducting drilling operations on the leased premises, or fom producing cil or gas fom the leased premises by reasen of war, rebeilion, ricts, ssikss, acts nfC::i.C_f.
any valid order, ruls or rezulation of government autherity, thea while so przventzd, Lesses's obiigaticn to comply with such covenant shall be suspeaded and Lesss=
shall nct be liable for damages for failure to compiy with such cavenants; addidenally, this lease shall be extznded while Lesse= is prevented, by any such 3ws

from conducting drilling and reworking operations or Som producing oil or gas from the leased premises. However, nothing in this paragraph shall suspend 2 "
payment of delay rentals in order to maintain this iease in ¢ffect during tie primary tem in the adsence of such drilling or rewerking operations or productics ohe!

or gas.
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15. WARRANTY CLAUSE. The owner of the soil warrants and agrees to defend title to the leased premises. If the owner of the soil defaulis i
paymeats owed on the lcased premises, then Lessee may redesm the rights of the owner of the soil In the lexsed premises by paying 2ny mongage, taxes or ,
on the leased premises. If Lesses makes payments oo bebalf of the owner of the scil under this paragraph, Lesses may recover the cost of these Payments &z"h“' liens
rental and royalties due the owner of the soil. : D the

y 20. (A) PROPORTICNATE REDUCTION CLAUSE. Ifthe owner of the scil owns less than the entire undivided surfacs estate in the abo
described land, whether or not Lecese's Interes: s specified herzin, then the royalties and reatal herein provided to be paid o the ownes of the 5oil shall be ai;? ;
in the propertion which his interest bears to the entirs undivided surfacs estat= and the royalties and rental hersin proviced to be paid to the Comissiowim: him
Geacral Land Offics of the State of Tzxas shall be likswise propertionately reducsd. However, before Lesses adjusts the royalty or rental due to the Commissj
the Geacral Land Offigs, Lesses or his autborized representative must submit to the Commissicner of the General Land Offics a written statement which expl i
discrzpancy betwe=n intzrest purperiedly leased under this lease and the actual interest owoed by the owner of the soil. The Commissicner of the C-em.—,,.[m e
Office shall be paid the value of the whele production allocable to any undivided interest not coversd by a lease, less the propericnats development and producs:,
cost allocable to such undivided intsr=st. However, in no event shall the Commissicner of the General Land Office recsive as a royalty on the Zross produc:iunun
allocable to the undivided interest nct leased an amount less than the value of one-sixtezath (1/16) of such gross. preduction.

(B) REDUCTICN OF PAYMENTS. If, during the primary term, a portion of the land cover=d by this lease is included within the boundar
of a peoled unit that has been approved by the School Land Board and the owner of the soil in accordancs with Natural Resources Code Sections 52.151-52 144 :
If, at any time after the expiration of the srimary term or the extended term, this lease covers a lesser number of acres than the total amcust desesibed herein, 3
payments that ars made on a per 3= basis hercunder shall be reduced aczording 1o the zumber of aces peoled, released, surrender=d, or otherwise severed, so thar
paymeats det=rmined on a per acre basis under the terms of this lease during the primary term shall be calcuiated based upen the number of aces cutside the
boundaries of a pocled unit, er, if after the expiration of the primary term, the number of acTes actually renined and cover=d by this lease. i

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

without the prior consent of the owzer of the soil.

. 2. AUTHCRIZED DAMAGES. Lessee shall pay the owner of the soil for damages caused by its operazions to 2all jersonal property, improvements,
livesteck and crops on said land.

'

25. PIPELINE DE?PTH. Whea requested by the owner of the soil, Lesses chall bury its pipelines below plow depth.

. 24, WELL LOCATION LIMIT. No well shall e drilled nearer than two hundred (200) fet 1o any house or bara now on said premises without the
writizn consent of the owner of the soil. =
.

25. PCLLUTION. In develcping this area, Lesses shall use the highest dezrss of car= and all preper safzguards to prevent sollution. Without limiting the
foregoing, poilution of coastal wetlands, namural waterways, rivers and impounded water shall be prevented by the uss of containment facilides suficient to prevent
spiilage, se=pag or ground water contaminarion. In the svent of pollution, Lesses shall use all means at its disposal to recazrurs ail escaped hydrocarbons or cther
pollutant and shall be responsibiz for all damags= to public and privats propesties. Lesses shall build and maintain fencss arcund its slush, sumnp, and drainags pits
and tank bausries 50 as to protect livesicek against less, damags or injury; and upcn ccmpleticn or abanderment of any weil or weils, Lesse= shall fill and level all
slush pits and c=!lars and completely clean up the drilling site of ail rubtish thereen. Lesses shall, whils cenducsing opesations on the leased premises, kazp said
premises free of all rubbish, cans, bottles, pager cups or zarbag=, and upen complesicn of operations shall restere the surfacs of the land to as near its original
cgmii&nl: and contours as is practicable. Tanks and equipmeat will be kept paintsd and presentable. :

. oo F
seee 25. REMOVAL OF EQUIPM=NT. Subject to limitations in this paragraph, Lesse= shall have the right to remove machinery and fixtures placzd by
L2532 of the leased premises, including the right 1o draw and remove casing, within on¢ hundred tweary (120) days after the expiraticn or the termination of this
leasg unless the owner of the soil grants L=sses an extensicn of this 120-day peried. However, L=sses may aot remove casing Som any we!l capable of producing oil
and 2as in paying quantities. Additicnally, Lssses may nct draw and remove casing until after thirzy (30) days writtza gotics to the Commissioner of the General
BHiics and 10 the owner of the soil. The owner of the scil shall become the owner of any machinery, fixsures, or casing “which ars act timely removed by L=sses

nnEe‘:':ﬂc.umts of this paragrach.

asseve

e *® 27. (A) ASSIGNMENTS. Urder the conditions contained in this paragraph and Paragraph 29 of this leass, the rights and estat=s of either party to this
leas® may be assigned, in whole or in parz, and the provisicns of this lease shall extzzd to and be binding upen their heirs, devisees, legal representatives, successers
334 #vids. However, a change or division in ownership of the land, reatals, or royalties will ot enlargs the oblizations of Lezses, diminish the rights, privile3ss
and csta®s of L#ss22, impair the effecsiveness of any payment made by Lzsses or impair the e&estiveness of any act perfermed by Lesses. And no change of
division fn ownership of the land, rentals, or royalties shail tind Lasse= for any purpose undl thirty (30) days after the owner of the scil (or his heirs, devisess, lezal
reprTsenmlives or assigns) furnishes the Lesses with satisfaciory writien evidencs of the change in ownership, including the original rezorded muniments of tite (ora

2riified copy of such original) when the ownership changed because of a conveyancs. A total or partal assignment of this leass chall, to the sxtznt of the ir-!:_:':sl
assigacd, relieve and dischargs Lesses of all subseguent obiigations under this lease. If this leasc is assigned in its entirety as to only part of the acrsags, the right and
opticn to pay rentals shall be apportioned as betwesn the several owners ratably, aczording to the area of each, and failure by cne or more of them to pay his share of
the rental shall not affzct this lease on the part of the land upen which pro rata rentals are timely paid or tendered; however, if the assigner cr assignes does not filea
c=rtified copy of such assignment 'n the General Land Offics before the next reatal paying dazs, the entire lease shall terminate for failure to pay the eatirs rencal due
under Paragraph 3. Every assignes shall succe=d to all rights and be subject to all obligations, liabilities, and peaalties owed to the State by the original lessee o 377

prior assignes of the lease, including any liabilities to the Stats for unpaid royalties.
(B) ASSIGNMENT LIMITATION. Notwitismanding any provision in Pargrach 27(:)_. if the owner of the il acguires this lease in whele or in pa by’
assignment withous the prior written 2ppreval of the Commissioner of the General Land Office, this lease Is void as of the time of assignment and the agency powes

of the owner may be forfzited by the Commissicner. An assignment will be treated as if it wars r2ade 1o the owner of the soil if the assiznes is:

(1) ancmines of the owner of the scil; : .
2) a corporaticn or sutsidiary in which the ownzr of the soil is a principal steckholder or is an smployes of such a corporaticn or sUbsiCiz

(3) a parmership in which the owner of the sail is a parmeroris an employss of such 3 parmership;
(4) aprincipal stockhclder or employes of the corperation which is the owner of the seil;
(5) aparner or emplcyes in a parmership which is the owner of the soil; .
True and Correet
copy of
Qriginal filed in
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(6) a fiduciary for the owner of the soil; including but not limited 1o a guardian, truste=, exscutor, administalor, recsiver, or CChserva
owaer of the soil; or 10t for the
(7) afamily member of the owner of the 50il or related to the owner of the soil by marriags, blocd, or adoption.

23. RELEASES. Under the conditicns contained in this paragraph and Paragraph 29, Lasses may at any time exccuts and deliver to the owner of =
and place of record a release or releases covering any portion or portions of the leased premises, and thereby surreader this lease as to such portien of portio the soi]
relicved of all subsequent obligations as to acreage swrrendered. If any part of this lease is property sumresdered, the delay rental due under this lease shay) b::' i by
by the proportion that the swrender=d acreage bears to the acreage which was covered by this lexse immediately pricr to such surreader; however, such meu:ﬂ!um.-d
not relieve Lesses of any liabilities which may have accrued undes this lease prior to the surrender of such acrsage. . N

29, FILIN® OF ASSIGNMENTS AND RELEASES. If all or any part of this lease is assigned or released, such assignment or release myc be recerded ;
the county where the land is situated, and the recordzd instrument, or 2 ecpy of the recorded instrument cerified by the County Clerk of the county in which the )
instument is recorded, must be filed in the General Land Offics within 50 days of the last execution dat= accsmpanied by the pressibed filing fee. If any such
assignment is not 50 filed, the rights acquired under this lease shall be subject to forfziture at the option of the Commissioner of the Geaeral Land Offics.

30. DISCLOSURE CLAUSE. All provisions pertaining to the lexse of the above-described land have beea included in this instrument, including the
stlement of the true consideration to be paid for the execution of this lease and the rights and duties of the parties. Any collazeral agresments conczring the

develepment of oil and gas from the leased premises which are ot contained in this lease render this lease invalid.

31. FIDUCIARY DUTY. The owner of the soil owes the State a fiduciary duty acd omust fully disclose any facss affecting the State's interest in the leased
pr=mises. Whea the interests of the owner of the scil conflict with these of the State, the owner of the soil is obligatzd to put the Stat='s interests before his personal

interssts,

32. FORFEITURE. If Lesses shall fail or refuse to maks the payment of any sum within thirty days after it becomes due, or if Lesses or an authorized
agz=at should knowingly make any false return or false report concsming productica or drilling, or if Lessez shall fail or refuse to drill any offset well or wells in goed
faith as required by law and the rules and regulaticns adeopted by the Commissioner of the General Land Cffics, or if Lesses should fail o file reports in the manner
regquired by law or fail to comply with rules and regulations premulgatzd by the General Land CfSes, the Scheel Land Board, or the Railroad Commissien, or if
L=sses should refuse the proper authority 2ccess to the records pertaining W cperations, or if Lessee or an autheriz=d agent should knowingly fail or refuse to give
carrect information to the proper authority, or knowingly fail or refuse 1o furnish the General Land Offics a corre<t log of any 'weill er if Lesses shall knowingly
violate any of the material provisicns of this leass, or if this leass is 2ssigned and the assignmest is sot filed in the General Land Offics as requirsd by law, the rights
acguired under this lease shall be subjezz 1o forfeinere by the Commissicnes, and he shall forfeit same whea suficieaty informed of the facts which duthorize 3
forfeiture, and when forfeited the arza shall again be subiect 1o lease under the temms of the Relinguishment Act. Eowever, nothing herein shall be construed as
waiving the automatic termination of this leass by cperation of law or by r=ason of any spe<ial limitstion arising hersunder. Forfeiurss may be set aside and this
leasc and all rights thersunder reinstated before the rights of another inrvene upea satisfactery evidencs to the Commissicner of the General Land Offics of furure
compliancs with the provisions of the law and of this lease and the ruies and rezulations that may be adopted relative herzio. ’

33. LYEN. In accordancs with Texas Narura] Resources Cods 52,136, the Stat= shall have a first liea upon all oil and 22s producsd from the areacovered
by this lease 1o secure paymeat of all unpaid rovalty and other sums of morey that may bezame due uader this lease, By acseptance of this lezez, Lesses zrants the
Stats, in addition to the lien provided by Texas Narural Resourcss Coés 52.126 and any other applicable starutery lien, an express congactus lien on and security
intzrestin all leased minerals in and extacied fom the leased premises, all proceeds which may acsmue to Lesses fom the sale of such leased minerals, whether such
proczeds ars held by Lasses or by a third party, and all fixtures on and improvements to the leased premises used in connection with the producticn or procassing of
such leased minerals in order to sesurs the pavment of all royalties or cther amounts due or 10 becorze due under this lease and to szcure payment of any damagss or
loss"s &t Yessor may suffer by reascn of L=sses's brzach of any covenant or conditica of this lease, whether express or imglicd. This lien and security interest may be
for=%103&4 with or without court precssdings in the manner provided in the Tide 1, Chapter 9 of the Texas Business and Commercs Code. Lesses agress that the
CoyAltigner may require Lesses to executs and resord such instruments as may be reasonably necsssary to ackoowledgs, amtach or perfect this lien. Lesses bersdy
reprtfentshhat thers are no prior or supesior lieas arising fom and relating to Lesses's activities upoa the sbove described property or Som Lesses's acquisition of
this l&se. Should the Commissioner at any time determine that this representation is not True, thea the Commissicner may declars this lease forfeited as provided
hc;:m.o ..

atee
34, PCOLING. Lesses is hersby granted the tight to peol or unitizs *he royalty intersst of the owner of the soil under this lease with any other leaschold
or TRt Bintar=st for the exploration, development and production of oil or gas or sither of them upon the same terms as chall be approved by the School Land
Beard and the Commissioner of the General Land Offics for the pooling or unitizing of the interes: of the State under this lease pursuant to Texas Nacural Resourcss
Code 52J51-52.153. The owner of the soil agrees that the inclusicn of this provision in this leasz satisfies the executicn require=ents statzd in Texas Nawrl

Re438:282Code 52.152.

0:"‘335. INDEMNITY. Lesses hereby releases and dischargss the State of Texas aEd the owner of the soil, their officsrs, employess, parmers, agents, W
contraciors, subcontracters, guests, invitess, and their rezpective suczessers and assigns, of and Som all and any actions and causcs of action of svery naturs, of oLier
harm, including savironmental harm, for which recovery of damages is scught, including, but not limited to, all losses and expeases which ars caused by the
aciivities of Lesscs, its officers, employess, and agzsts arising out of, incidental o, or resulting Som, the operaticns of cr for Lezses on the leased premises. .
Rerzunder, or that may arise out of or be ocsasioned by Lesses's breach of any of the terms or provisicns of this Azrzzment, or by any other egligeat or swicdly liakle
act or omissicn of Lessee. Further, Lesses hersby agress ‘0 be liable for, excnernats, indemnify, defead and held harmless the Stat= of Texas and the owner of the scil,
their officers, employess and agents, their successors or assigns, against any and all claims, liabilities, losses, darnages, aciicns, perscnal injury (including death),
costs and expenses, or other harm for which recovery of damages is scught, under any theory including tort, contact, or strict liability, including atomeys’ fe=s and
other lezal sxpeases, including thess relatad to snvircnmeatal hazards, on the leased premises or in any way relatzd to Lesses’s failurs to comply with any and all
eavironmental laws; those arising from or in any way related to Lesses's operations or any other of Lesses's activities on the leased premises; thoss arising fem
Lesses's use of the surfacs of the leased premises; and those that may arise out of or be occasicned by Lesses’s brzach of any of the tzrms or provisicns cf this
Agrzement or any other act or omission of Lessee, its dirsciers, officsrs. employess, parmers, agents, congaciors, subcontraciers, guests, invitess, and their respeciive
succassors and assigns. Each assignz= of this Agrezment, or an intersst (fnersin, agraes ic be liakls fer, exonerats, indemnify, defend and hold harmless the Stz of
Te:z2s and the owner of the soil, their officers, employess. and agsnts in the same manner provided abeve in connestion with the activities of Lesszz, its offices.
emgloyecs, and agents as described above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF THE INDEMNITY OBLIGATIONS
ANDICR LIABILITIES ASSUMED UNDER THE TERMS OF THIS AGREEMENT SHALL BE WITHOUT LIMITS AND WITHOUT REGARD TOﬂ ~
THE CAUSE OR CAUSES THERZOF (EXCLUDING PRE-EXISTING CONDITIONS), STRICT LIABILITY, OR THE NEGLIGENCE OF ANY PAR:
OR PARTIES (INCLUDING THE NEGLIGENCE OF THE INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE BE SOLE, JOINT,
CONCURRENT, ACTIVE, OR PASSIVE. True and Correet

copy of
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36. ENVIRONMENTAL HAZARDS. Lessez shall use the highest degree of care and all reasonable safeguards to prevent contamination of Nlluz’.‘; .
any eavironmental medium, Including soil, surface waters, groundwater, sediments, and surfacs or subsurfacs strata, ambieat air or any od:.c_r mhmw m;; of i
in, on, or undex, the leased premises, by any wasts, pollutant, or contaminant. Lessee shall not bring or permit to remain on the leased premises any asbesiog umn
containing materials, explosives, toxic matsrials, or substances regulated as hazardous wastes, hazardous matesials, hazardous snbﬂ_znces (as the term "Hazardoys
Substancs™ is defined in the Comprehensive Eavironmentzl Respense, Compeznsation and Liability Act (CERCLA), 42 US.C. Sc_:::cm 5601, et 32q.), or oxie
substances under any federal, state, or local law or regulation (“Hazardous Materials™), excsnr ordinary products commeonly used in connection with oil and gy
exploration and development operations and stored in the usual manner and quantities, LESSEZ'S VIOLATION OF TEE FOREGOING PROHIBITION
SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND LESSEE SHALL INDEMNIFY, EOLD HARNLESS aND
DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST ANY CLAIMS, DAMAGES, JUDGMENTS, P};\(,\ans.
LIABILITIES, ANDMCOSTS (INCLUDING REASONABLE ATTORNEYS' FEES AND COURT COSTS) CAUSED BY OR ARISING OUT OF ma
YIOLATION OF THE FOREGOING PROKIBITION OR (I) THE PRESENCE, RELEASE, OR DISPOSAL OF ANY HAZARDOUS MATF.RI,\I_S ON
UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE'S CCCUPANCY CR CONTROL OF THE LEASED PREMISES. LESSEE SHAI.L'
CLEAN UP, REMOVE, REMEDY AND REPAIR ANY SOIL OR GROUND WATER CONTAMINATION AND DAMAGE CAUSED BYTHE
PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER, OR ABOUT THE LEASED PREMISES DURING LESSZE'S
OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITH THE REQUIRENMENTS OF APPLICABLE LAW. THIS
INDEMNIFICATION AND ASSUMPTICN SHALL APPLY, BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE ACTIONS UNDER’I'AKEN
PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAY OR REGULATION. LESSEE SEALL DMMEDIATELY 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
HERFUNDER 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 threugh 52,150, commonly known a5 the
Relinquishment Act, and other applicable starutes and amezdments thereto, and if any provision in this lease does not conform to these stanutes, the stanites will
prevail over any nonconforming lease provisicns. 5

38. EXECUTICN. This oil and gas lease must be signed and acknowledged by the Lezses before it is fled of record in the esunty records and in the
Genenal Land Offics of the State of Texas. Cucs the filing requiremnents found in Paragragh 39 of this lease have beea satisfied, the effeciive dats of this lezse shall
be the date found on Page 1. ’ .

39. LEASE FILING. Pursuant to Chapter 9 of the Texas Business and Commercs Cade, this lease must be Sled of record in the offics of the County

Clerk in any county in which all or any part of tie leased premises is located, and certified scpies thereof must be filed in the Genemal Land Oﬂ';:z: This lease is act
eTective untl a cenified copy of this leasz (which is made and czxified by the Counry Clerk Som his rzzords) is filed in the General Land Offics in aczordancs with

Texas Natural Resources Code 52.133. Additonally, this lease shall not be binding upcn the Staze unless it recites the actual and Tue consideraticn paid or promised
for exzzuticn of this leass. The bonus due the State and the prescrited filing fes shail accompany such cemtiffied copy to the General Land Office. .

* See Exhibit "A"™ Atta

d for Additional Provisions
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ESSEE
BY: 2av _Johneon
* o8
L I ] .
e TITLE:;
seee - -
T H DATE: 7& ?j

Indivicually and as agent for the Stat= of
Hi11 Imesﬁ:s%s, It'c'i..- 1&?&3&:31 Partrer, Cascdy Enterprises

Guni _ SP 23 loog

ITATE OF TEXAS

BY:
Individually and as ag=nt for the State of Texas

Date:

STATE OF TEXAS

BY:
Ingdividually ind as ageat for the State of Texzs
foes LB R ER

oy
Dazs:
STAT= OF TEXAS

BY:
Individually and as agsat for the Stats of Texas

Date:

True and Correet

/o *\\ copy of
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STATE OF (CORPORATION ACKNOWLEDGMENT,

COUNTY OF

BEFORE ME, the undersigned autherity, on this day personally appearsd - S
. . e ————
known to me to be the person whose name is subscribed to the foregoing instrument, as o AR
a=d acknowledged 1o me thn be executed the same ‘
fcrmepmpcs:andém;dcadanmcmc:pmud.Ln:hcupac:tymd.mdasmera:ddﬁdotmdm
Given under my hand and seal of offics this the day of ; 19 S
Notary Public in and for
STATE OF (CORPCRATION ACKNOWLEDGMENT) .
COUNTYCF
BEFORE ME, the undersigmed authority, on this day personally appeared SRE

of

known to me 1o be the person whose name is subscribed to the foregoing instrument, as
and acbcwle..g:d to me that he execut=d the same

for the purpeses and censideration therein expressed, in the capacity stzted, and as the act and desd of said ..axpcm::xcn.

Given under my hand and szal of offcs this the day of , 19

Notary Puablic in and for

STATEOF TEAS DIVIDUAL ACKNOWLECGMENT)

countror_(4 4 LGNS

Belore me, the undersigned autherity, on this day pesscnally appearsd

Gtnterrrises, 1,C,, Alan M, Fill, President

known wame 1o Se the Fessons whose names ars subscrided w0 the forsgoing inswument, az:d aciciowledged 1o me thar they executed the same for the purposes and
cam.u!c?ugn thersin expressed.

Hill Trvestments, Iid., v its Ga’eralparmf

(L L]
e Given under my hand and seal of office this the ﬂZj day of ]
LEL R
-
Ll LN

Nctary Putlic in and for,

CONNIE MONTGOMERY
MY COMMISSION EXPIRES

STATE M:b ; February 12, 2000

Before me, the undersigned authority, cn this day personally appearcd 7 vl

Cl’ the ;‘L..""'CS'S :md

kiiown to me to e the zerscns whese names ars subscrited to the forszoing insTument, and acknowledgzd to me that they exesutad the sam

cansiceration thersin expressed.
Givea under my hand and seal of ofjcs this the A day of MA\JJ‘W\ l9q?

Netary Putlic in and for /,W—/S

§ AR MONICA WARLOWE

‘,{,ﬁ%‘f‘;& NOTARY PUBLIC

s FNse)  State of Texas
Giis  Comm. Exp. 10-30-99

W - M o o o o o

N

True and Correst
copy of

Qriginal filed in

Reeves County
Clerks Office




“EXHIBIT A”

Attached to and made a part of Oil and Gas Lease
dated August 19, 1998 by and between 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.

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

8._ c3ece 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
* . dhndage to the owner of the soil’s other land and crops. 3
9. °* Upgn written demand by the owner of the soil, Lessee shall build and maintain fences around its slush, sump and drainage pits
*%Mtl tank batteries to protect livestock against loss, damage or injury; and upon completion or abandonment of any well or wells,
-:J.es.%ee shall fill and level off all slush pits and cellars and completely clean up the drill site of all rubbish thereon.

10. ‘Lespee further agrees that in the event of a dry hole or production from a well which production ceases and the abandonment of
*2°\th well, or upon the abandonment of any well location, drillsite, tank battery site or roadway, the premises will be restored as
e.l1cly 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-CERTIFICA

STATE OF TEXAS
COUNTY OF REEVES FILE NO. 5'507

The above and foregoing 5 aH"gru!ganu corrett ot?ggapmc copy of the
orlgnnal recnrd now in my Iaw?ul cuslody and possess:on as the same is

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

2 DIANNE ( NTY-CLERK
_‘ REEV,

Vlrglnla Palomlno DEPUTY
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HTAN AEDUUHLED, L.F. ¥

ACQUISTION GNRSSISRER OF THE GENERAL LAND OFFICE - 993%% 31

PARAGON #299:Lease Bonus Payment in full of 1/Z " ease Bonus Consideration due

the State of Texas fm-!)il & Gas Lease
¥ dated 08/19/98 from the State of Texas by Agent

Virginia Glenn Hill Lattimore, James Robert Hill & John A.
Styrsky, Co-Trustees of the Houston & Emma Hill Trust
Estate; Virginia Glenn Hill Lattimore, Individually; &
James Robert Hill, Individually, Lessor, in favor of Clay
Johnson, Lessee, covering the E/2 & SW/4 of Section 0 ¢
14, Block 58, PSL Survey, Reeves County, Texas. 8 9 D 1 4 1 O _L

Checking Lease Bonus X 2.437.50
TITAN RESOURCES, L.P. |
ACQUISITION GIRFRSTHRER OF THE GENERAL LAND OFFICE 11/3/98 002837
PARAGON #299:Lease Bonus Payment in full of 1/2 Lease Bonus Consideration due 2,437.50
the State of Texas for Oil & Gas Lease
PPy dated 08/19/98 from the State of Texas by Agent
lelte Virginia Glenn Hill Lattimore, James Robert Hill & John A.
e Styrsky, Co-Trustees of the Houston & Emma Hill Trust
o iy Estate; Virginia Glenn Hill Lattimore, Individually; &
~— James Robert Hill, Individually, Lessor, in favor of Clay
SRy Johnson, Lessee, covering the E/2 & SW/4 of Section
. wam 14, Block 58, PSL Survey, Reeves County, Texas.
L] : seee
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L] [ ]
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Checking Lease Bonus ' : 2,437.50
3~



HHTAN HEDUUHUES, L.P. WV

ACQUISITION GRSKINRiER OF THE GENERAL LAND OFFICE 1172198

PARAGON #299:Lease Bonus

Checking Lease Bonus

TITAN RESOURCES, L.P.

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

dated 08/19/98 from the State of Texas by Agent
Julian Wade Meeker, Daniel Hill Meeker & Lawrence
Hill Meeker, Trustees UWOQ J.R. Meeker for the
lifetime benefit of L.H. Meeker, Lessor, in favor of
Clay Johnson, Lessee, covering the E/2 & the SW/4
of Section 14, Block 58, PSL Survey,

Reeves County, Texas.

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

PARAGON #299:Lease Bonus
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Checkihg Lease Bonus

Payment in full of 1/2 Lease Bonus Consideration due
the State of Texas for O1l & Gas Lease

dated 08/19/98 from the State of Texas by Agent
Julian Wade Meeker, Daniel Hill Meeker & Lawrence
Hill Meeker, Trustees UWO J.R. Meeker for the
lifetime benefit of L.H. Meeker, Lessor, in favor of
Clay Johnson, Lessee, covering the E/2 & the SW/4
of Section 14, Block 58, PSL Survey,

Reeves County, Texas.
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1,263.75

002808

1,263.75

1,263.75



TITAN HEDUUHLED, L.F, ¥

ACQUISITIOR GVRSSINRER OF THE GENERAL LAND OFFICE 11/2/98 Q 18
PARAGON #299:Lease Bonus Payment in full of 1/2 Lease Bonus Consideration due Q:?‘g
the State of Texas for Oil & Gas Lease
dattd 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 the E/2 & SW/4 of
Section 14, Block 58, PSL Survey,
Reeves County, Texas.

Checking Lease Bonus ( 1,263.75

TITAN RESOURCES, L.P.

ACQUISITIQMMIFHISNNER OF THE GENERAL LAND OFFICE 11/2/98 002818
o "BARAGON #299:Lease Bonus Payment in full of 1/2 Lease Bonus Consideration due 1,263.75
:.:: the State of Texas for Qil & Gas Lease
.0 dated 08/19/98 from the State of Texas by Agent
o Meeker Investments, Inc., by Robert W. Debolt,
2 A President, & J.J. Meeker, Individually, Lessor, in favor
asas’ of Clay Johnson, Lessee, covering the E/2 & SW/4 of
5t Section 14, Block 58, PSL Survey,
- Reeves County, Texas.
e
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Checking Lease Bonus %2 [ /V v : 1,263.75



HHTAN AEDUURLED, L.F. W

ACQUISIT'%H"Nﬁgg%%ER OF THE GENERAL LAND OFFICE 11/3/98 q p 2 % 2 8
PARAGON #299:]ease Bonus Payment in full of 1/2 Lease Bonus Consideration due JLT.0
the State qf Texas for Oil & Gas Lease
dated 08/19/98 from the State of Texas by Agent
Dorothy Jean Keenom, Individually & as Trustee of the
Thomas Hill Puff Trust & the Nancy Puff Jones Trust,
Lessor, in favor of Clay Johnson, Lessee covering the
E/2 & SW/4 of Section 14, Block 58, PSL Survey,
Reeves County, Texas.

Checking Lease Bonus \\ 1,117.00

TITAN RESOURCES, L.P.

ACQUISITICNKIHSSISNER OF THE GENERAL LAND OFFICE 11/3/98 002828
*PARAGON #299:Lease Bonus Payment in full of 1/2 Lease Bonus Consideration due 1,117.00
P the State of Texas for Oil & Gas Lease
.: * dated 08/19/98 from the State of Texas by Agent
sese Dorothy Jean Keenom, Individually & as Trustee of the
o Thomas Hill Puff Trust & the Nancy Puff Jones Trust,
ST Lessor, in favor of Clay Johnson, Lessee covering the
sy E/2 & SW/4 of Section 14, Block 58, PSL Survey,
'E ® Reeves County, Texas.
L2 XXE] :
L L Ll
. LR R ]
.
[T T LR ]
L]
.
LA L X L]
L] L]
.
esseee
L] L]
Checking . Lease Bonus . 1,117.00

22 U |/



IHHTAN HESUUHUES, L.F.*

ACQUISITIORGRIFSSINRER OF THE GENERAL LAND OFFICE 11/2/98 Q Zoﬁ 15
PARAGON #299:Lease Bonus Payment in full of 1/2 Lease Bonus Consideration due q ;i

the State of Texas for Oil & Gas Lease

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

KPW Revocable Trust; MSW Revocable Trust; &

MLH Revocable Trust, Lessor, in favor of Clay

Johnson, Lessee, covering the E/2 & SW/4 of

Section 14, Block 58, PSL Survey,

Reeves County, Texas. 9 9 D 1 4 O ? 2

Checking Lease Bonus . L117.00

TITAN RESOURCES, L.P.

ACQUISITIQMSHERSNNER OF THE GENERAL LAND OFFICE 11/2/98 002815
PARAGON #299:Lease Bonus Payment in full of 1/2 Lease Bonus Consideration due 1.117.00

the State of Texas for Oil & Gas Lease

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

KPW Revocable Trust: MSW Revocable Trust; &

MLH Revocable Trust, Lessor, in favor of Clay

S Y Johnson, Lessee, covering the E/2 & SW/4 of

Section 14, Block 58, PSL Survey,

“he ¢ Reeves County, Texas.

Checktng Lease Bonus . 1,117.00

A1



HHTAN HEDSUUHLED, L.F.

ACQUISITIZNGRSEISRER OF THE GENERAL LAND OFFICE 11/2/98 Og%z 98
PARAGON #299:Lease Bonus Payment in full of 1/2 Lease Bonus Consideration due L
" the State of Texas for Oil & Gas Lease
dated 08/19/98 from the State of Texas by Agent
Windi Phillips 1983 Trust, Philip J. Boschetti & John L.
Marion, Trustees, Lessor, in favor of Clay Johnson,
Lessee, covering The E/2 & SW/4 of 9 9 Ol 4 O ~
Section 14, Block 58, PSL Survey, U 3
Reeves County, Texas.

Checking Lease Bonus \?3 1.75
/

TITAN RESOURCES, L.P.
ACQUISITIOMGIHISRHNER OF THE GENERAL LAND OFFICE 11/2/98 002798

PARAGON #299:Lease Bonus Payment in full of 1/2 Lease Bonus Consideration due 631.75

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,

.3 1 Lessee, covering The E/2 & SW/4 of

35, Section 14, Block 58, PSL Survey,

Reeves County, Texas.

L]
(XXX
edvoe
. .
ssseee
. .

Checking 7 Lease Bonus : 631.75



1HHTAN REDQUURLVED, L.F.7

ACQUISTIRYIVRSEISRER OF THE GENERAL LAND OFFICE A 0 %25@ 43

PARAGON #299:Lease Bonus Payment in full of 1/2 Lease Bonus Consideration due
the State of Texas fer Oil & Gas Lease
dated 08/19/98 from the State of Texas by Agent
H-S Minerals & Realty, Ltd., Lessor, in favor of Clay e
Johnson, Lessee, covering the E/2 & SW/4 9 9 O 1 4 1 1 3
of Section 14, Block 58, PSL Survey, =
Reeves County, Texas.

Checking Lease Bonus \ 101.56
TITAN RESOURCES, L.P.
ACQUISITIOR CHERSRRER OF THE GENERAL LAND OFFICE 11/3/98 0028493
PARAGON #299:Lease Bonus Payment in full of 1/2 Lease Bonus Consideration due 101.56

the State of Texas for Oil & Gas Lease

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

H-S Minerals & Realty, Ltd., Lessor, in favor of Clay
Johnson, Lessee, covering the E/2 & SW/4

of Section 14, Block 58, PSL Survey,

Reeves County, Texas.

ae
% asvae s

Checking Lease Bonus : 101.56

./7?/1 Q; Pd



HTTAN HEDUUHRLED, L.F. ¥

Al ISITI
EEIR %%ﬂ?\fﬁg%%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

dated 08/19/$3 from the State of Texas by Agent

Hill Investments, Ltd., Lessor, in favor of Clay Johnson,
Lessee, covering the E/2 & SW/4 of Section 14,

Block 58, PSL Survey, Reeves County, Texas.

Checking Lease Bonus

TITAN RESOURCES, L.P.

ACQUISITION GHFRSTER 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
et dated 08/19/98 from the State of Texas by Agent
-: ™ Hill Investments, Ltd., Lessor, in favor of Clay Johnson,
‘:E:: Lessee, covering the E/2 & SW/4 of Section 14,
i’ 2 Block 58, PSL Survey, Reeves County, Texas.
(L XY
:..... L]
L LEE ]
(A XX XY ]
L]
L]
L]
LEX RN X ]
LJ -
®senee
. L]

Checking 7 Lease Bonus

r‘ —
o
O
R
o
Y
O
o

¥ 10156

002836

101.56

101.56
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Texas General
Land Office

David Dewhurst
Commissioner

Stephen F. Austin Building

1700 North
Congress Avenue

Austin, Texas
78701-1495

512-463-5001

August 11, 1999

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

Re: RELINQUISHMENT ACT LEASE NO. M-100248
E/2, SW/4 of Sec. 14, Blk. 58, PSL Sur. 480 gross ac. 321.354 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-100248. Please refer to this number in all future correspondence
concerning the lease.

Your remittance of $9,033.87, 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,

Dot Re

Drew Reid
Minerals Leasing

Energy Resources
(512) 475-1534

DR:MS:mrg






Check #101302

Property Id /| MMS Eff. Date Recording Information State County/Parish
TX299-389-271-001-00 08/19/1998 | 11/09/98 BK 596 PG 710 ENTRY 003083 TEXAS . Reeves
M-100248

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 58, Public School Land Survey

Section 14: E/2 (17.5 net acres) -

Section 14: SW/4 (7.77 net acres) NN 6 l j 9 6
'

X [o.0H
« - i
Payee Name & Address SSN/Ta'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
Pa!nant Period Payment Amount Bank Service Property Property
Duesddate’ | (in months) Description Due Charges Sub-Type Sub-Id
08/19/2980 12 Delay Rental 12.64 0.00
LR T
L]
edehes | | [ 0.00] 0.00] |
£y | [ 0.00] 0.00] [
pe . aw
. s ¢
/1| | | 0.00] 0.00] |
rF | | [ 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 mmedsatelW 0 1 O 1 3 U 2
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Check #101304

| _Propeity Id / MMS Eff. Date Recording Information State County/Parish
#TX299-389-271-002-00 08/19/1998 | 11/09/98 BK 596 PG 602 ENTRY 003071 TEXAS Reeves
M-100248

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 58, Public School Land Survey
Section 14: E/2 (30.93 net acres)
Section 14: SW/4 (13.75 net acres)

00 61403°

A 2234

Payee Name & Address SSN/Tax Id Number
State of Texas, acting by and through the '
Commissioner of the General Land Office Federal Tax Withheld
1700 N. Congress Avenue 0.00
Austin, TX 78701 Account Number

Total Bank Charges

0.00
Payment Period Payment Amount Bank Service Property Property
Due Date | (in months) Description Due Charges Sub-Type Sub-Id
08/19430040 12 Delay Rental 22.34 0.00
TITH
& LT X -
' | I [ 0.00 0.00] I
LA R LY :
[ "] | | 0.00 | 0.00] |
4 hoo_| I ] 0.00] 0.00] [
= . 2/ LR ] =
iy | | 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 mmediatelyN 0 1 0 1 3 O 4
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Check # 101306

Property Id /| MMS Eff. Date Recording Information State County/Parish
TX299-389-271-003-00 08/19/1998 | 11/09/98 BK 596 PG 373 ENTRY 003046 TEXAS Reeves
M-100248

Property Name / Lessor

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

Property Legal Description
Block 58, Public School Land Survey
Section 14: E/2 (35 net acres) - 3
Section 14: SW/4 (15.55 net acres) AN 6 % j 9 :
) . ]
25 4
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 ' ACCoUntNUmMber
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 25.28 0.00 _ee_ 0
ae &
-
/1| | | 0.00 | 0.00 | | eos
4 ;l' .:.
i [ [ 0.00 | 0.00 | | :
seee
. L LX)
/1] [ [ 0.00] 0.00] [ ceve
‘T. .
/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 mmednatetN 0 1 0 1 3 O 6
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Check #101308

Property Id / MMS

Eff. Date

Recording Information

State

County/Parish

. TX299-389-271-004-00
M-100248

08/19/1998 | 11/09/98 BK 597 PG 78 ENTRY 003121

TEXAS

Reeves

Property Name / Lessor

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

Property Legal Description
Block 58, Public School Land Survey
Section 14: E/2 (35 net acres)
Section 14: SW/4 (15.55 net acres) =
— 392
nQ) ©
g 25
Payee Name & Address SSN/Tax Id Number
State of Texas, acting by and through the
Commissioner of the General Land Office Federal Tax Withheld
1700 N. Congress Avenue 0.00
Austin, TX 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 25.28 0.00
.. w -' P
se *
F [ 0.00 | 0.00] | .
aee
L]
Y L]
'E [ 0.00] 0.00] | i
L]
sees
11| | 0.00] 0.00] | Teend
aeep
. ssep
[ | l 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 |mmedlatelyN 0 1 0 1 3 0 8
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Check # 101310

| Property Id /| MMS Eff. Date Recording Information State County/Parish
* TX299-389-271-005-00 08/19/1998 | 11/09/98 BK 596 PG 458 ENTRY 003055 TEXAS Reeves

M-100248

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 58, Public School Land Survey
Section 14: E/2 (30.93 net acres)
Section 14: SW/4 (13.75 net acres)

61402

)
-

V2334

Payee Name & Address SSN/Tax Id Number

State of Texas, acting by and through the

Commissioner of the General Land Office Federal Tax Withheld

1700 N. Congress Avenue 0.00

Austin, TX 78701 Account Number

Total Bank Charges

0.00
PayRféift, | Period Payment Amount Bank Service Property Property
Due®Date | (in months) Description Due Charges Sub-Type Sub-Id
08/29/2009 12 Delay Rental 22.34 0.00
L W [ 0.00 0.00] |
/o | [ 0.00] 0.00] [
oe®
FE | 0.00 0.00] i
{4 | [ 0.00] 0.00] [

Instructions to depository: you have been designated as depository for the above described payment(s). Please credit the proceeds thereof to the parties
named and in the amounts indicated. Should any difficulty arise, make the deposit in a special account, and contact us immediatelyN 0 1 U 1 3 1 0
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Check #101312

Property Id / MMS

Eff. Date

Recording Information

State

County/Parish

TX299-389-271-006-00
M-100248

08/19/1998 | 11/09/98 BK 596 PG 593 ENTRY 003070

TEXAS

Reeves

Property Name / Lessor

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

Property Legal Description

Block 58, Public School Land Survey
Section 14: E/2 (2.8125 net acres)
Section 14: SW/4 (1.25 net acres)

X 2.4

n0 61409
Payee Name & Address SSN/Tax Id Number
State of Texas, acting by and through the *
Commissioner of the General Land Office Federal Tax Withheld
1700 N. Congress Avenue 0.00
Austin, TX. 78701 Account Number
Total Bank Charges
0.00
Payment Period Payment Amount Bank Service Property Property ss o
Due Date | (in months) Description Due Charges Sub-Type Sub-Id You'al
08/19/2000 12 Delay Rental 2.04 0.00 .
eee
.
17 | 0.00 | 0.00 | ; | e
L ]
771 0.00] 0.00] [ D
(LR T ]
LI XX
T | 0.00] 0.00] [
/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 mmeduatelyN 0 1 O 1 3 1 2



EmE»mn_ _Scmz

%&\Q% "ON 314

......
......
L . L]



Check #101314

[ P.zperty Id / MMS Eff. Date Recording Information State County/Parish
i TX293-389-271-007-00 08/19/1998 | 11/09/98 BK 596 PG 476 ENTRY 003057 TEXAS Reeves
M-100248

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

Block 58, Public School Land Survey
Section 14: E/2 (67.5 net acres)
Section 14: SW/4 (30 net acres) X_

%’\ 3% =
al V7 ‘ 79
t 7 1 1
) RS 8
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
Ausiin, TA 78701 ACCoUnENUmber
Total Bank Charges
0.00
Payment Period Payment Amount Bank Service Property Property
Due Date | (in months) Description Due Charges Sub-Type Sub-Id
08/19/2Q0Q0 12 Delay Rental 48.75 0.00
... . .
L LE]
“ioe’ | [ | 0.00 0.00 |
-
(FTRYY :
Y/ *] | [ 0.00 | 0.00 | |
soe
L]
JL | | | 0.00] 0.00] |
* * eoa =
ri | | 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 ummediateIN 0 1 D 1 3 1 4
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Check #101316

Property Id /| MMS

Eff. Date

Recording Information

State

County/Parish

TX299-389-271-008-00
M-100248

08/19/1998 | 11/09/98 BK 596 PG 728 ENTRY 003085

TEXAS

Reeves

Property Name / Lessor

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

Property Legal Description

Block 58, Public School Land Survey
Section 14: E/2 (2.8125 net acres)
Section 14: SW/4 (1.25 net acres)

X Qo

Payee Name & Address SSN/Tax Id Number
State of Texas, acting by and through the
Commissioner of the General Land Office Federal Tax Withheld
1700 N. Congress Avenue 0.00
Austin, TX 78701 Account Number
Total Bank Charges
0.00
Payment Period Payment Amount Bank Service Property Property
DuePake | (in months) Description Due Charges Sub-Type Sub-Id
08/49r2000 12 Delay Rental 2.04 0.00
LEET]
.
ERA 0.00 | 0.00] |
bl | 0.00] 0.00] |
. on
LN L]
. e
/1] | 0.00] 0.00] -
VIl i o
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 |mmed1atelN 0 1 0 1 3 1 6
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Mr. Drew Reid

( — PURE

RESOURCES, L.P.

July 19, 2002

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

Dear Mr. Reid:

Enclosed for your files and further handling please find certified copies of twelve Releases of Oil and Gas Lease dated June
17, 2002. These instruments are releasing Oil and Gas Leases dated August 19, 1998, by and between the State of Texas,

Re: Certified Copies of Release of Oil and Gas Leases
Reeves Couny, Texas

Paragon Prospect #299

Lessor, and Clay Johnson, Lessee. Each instrument has been duly recorded in Reeves County as further described below:

Also, enclosed is Pure Resources, L.P. check number 8414 payable to the Commissioner of the General Land Office in the

Recorded in Volume 651, Page 451, Official Records
Recorded in Volume 651, Page 446, Official Records
Recorded in Volume 651, Page 449, Official Records
Recorded in Volume 651, Page 444, Official Records
Recorded in Volume 651, Page 452, Official Records
Recorded in Volume 651, Page 447, Official Records
Recorded in Volume 651, Page 450, Official Records
Recorded in Volume 651, Page 445, Official Records
Recorded in Volume 651, Page 442, Official Records
Recorded in Volume 651, Page 443, Official Records
Recorded in Volume 651, Page 448, Official Records
Recorded in Volume 651, Page 453, Official Records

Mineral No.
Mineral No.
Mineral No.

Mineral No.

Mineral No

Mineral No.
Mineral No.
Mineral No.
Mineral No.
Mineral No.
Mineral No.
Mineral No.

amount of $300.00, representing payment of the required filing fee for handling this matter

100201
100201
100202
100202
100203
100203
100205
100205
100246
100246
100248
100248

If you have any questions or need additional information, please let me know. Thank you for your assistance in this matter.

Enclosures

Sincerely,

e Lond_ ¥

Brenda Land

Land Administration

( k

q\gt

e sge
.

Ao 1>
" qat

500 West lllinois ~ Midlond, Texas 79701  office: 915.498. 8600' - weﬁ.hww pryemgwes mﬂv
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ACQUISITION CHECKING
COMMISSIONER OF THE GENERAL LAND OFFICE
WAGON PROS. #299:Filing and Recording Fee Payment in full for filing fees as set out in letter
dated July 19, 2002,

Checking Filing and Recording Fees

PURE RESOURCES, L.P.
ACQUISITION CHECKING
COMMISSIONER OF THE GENERAL LAND OFFICE

PARAGON PROS. #299:Filing and Recording Fee Payment in full for filing fees as set out in letter
dated July 19, 2002.

Checking Filing and Recording Fees
» > -

008414

07/19/2002
300.00
00
300.
2,
I ‘&
=
9
g
300.00
008414
07/19/2002
300.00
" " . 300.00
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BOOK 651 page 451

FILE# 1334
\
Release of Oil and Gas Lease

State: Texas

County: Reeves

Lessor: The State of Texas acting by and through its agent, :
Hill Investments, Ltd. nd
P. O. Box 1568 fyf
Cedar Park, Texas 78613

Lessee: Clay Johnson \

Lease Date:  August 19, 1998
Recorded: Official Public Records Vol. 596, Page 557 on 11-9-98 in Reeves County, Texas

PURE RESOURCES, L.P. hereby releases, surrenders, and forever quitclaims unto
the Lessors named above and their successors in interest any and all rights whatsoever acquired
or held under that certain Oil, Gas and Mineral Lease described above.

EXECUTED on the date of the acknowledgement below, to be effective as of the
expiration of the primary term of said lease.

PURE RESOURCES, L.P.

By and Through Its General Partner,
PURE RESOURCES L., INC.

By: «IM .o

LI

hn Lodge e
Attorney-in-Fact *

2 IS E...:o

THE STATE OF TEXAS  § ' ®nes®
§ .

COUNTY OF MIDLAND  § S,
LA X

BEFORE ME, the undersigned authority, on this day personally appeared John Lodge, B LY
known to me to be the person whose name is subscribed to the foregoing instrument as Attorney- .
in-Fact for PURE RESOURCES, I, INC. and acknowledged to me that he executed the same

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

v T GIVEN UNDER MY HAND AND SEAL OF OFFICE this the /774 day
! of g‘ém e~ . 2002.

/2
-
.
.
-
.

.

m

i,
o5

v".. %
§ %’ =~
Sopis
RS

S

sy
[2)
&
P~/
[~
&
RS
N

X e . Hifple s

%

' g Notary Public in and for the
¥i

&

State of Texas
""""‘lumm\\\“\
True and Correct
copy of
Original filed in
Reeves County

TX299-389-277-003-00

Clerks Office )
ANY PROVISION HEREIN WHICH RESTRIETS THE SALE, RENTAL,
OR USE BF THE DESCRIBED REAL PROPERTY BECAUSE OF COLOR
OR RACE IS [NVALID AND UNENFORCEABLE UNDER FEDERAL
FILE NO. 1334 LAW
FILED FOR RECORD ON THE 20TH bpAY OF  JUNE A.D. 2002 AT __ 4:44 P, M.
DULY RECORDED ON _24TH pay or JUNE A.D. 2002 AT 9:30 A. M.
B EPUTY DIANNE O. FLOREZ, COUNTY CLERK

PEEVES COUNTY, TEXAS



CERTIFIED TRUE AND CORRECT COPY CERTIFICATE
STATE OF TEXAS
COUNTY OF REEVES

The above and foregoing is a full, true and correct photographic copy of the
original record now in my lawful custody and possession, as the same is
ﬁleurreozrg in the public records of my office, found in VOL.

PAGE (1 & d

FFICIAL PUBLIC

RECORDS
I hereby certifiedon_JULY 5, 200

L THRU = ==

% DIANNE O. FLOREZ, COUNTY CLERK

; naev?wm.
' BY_MK__DEPW
YA

ESTELLA

o
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FILE# 1329 B
- \
Release of Oil and Gas Lease A0
"‘0 :
! N
State: Texas v
County: Reeves ‘
Lessor: The State of Texas acting by and through its agent,
Virginia Glenn Hill Lattimore, James Robert Hill and John A. Styrsky, Co- ‘
Trustees of Houston and Emma Hill Trust Estate, Virginia Glenn Hill Lattimore, '
Individually and James Robert Hill, Individually
500 Throckmorton, Suite 2803
Fort Worth, Texas 76102
Lessee: Clay Johnson

Lease Date:  August 19, 1998

Recorded: Official Public Records Vol. 596, Page 512 on 11-9-98 in Reeves County. Texas
PURE RESOURCES, L.P. hereby releases, surrenders, and forever quitclaims unto

the Lessors named above and their successors in interest any and all rights whatsoever acquired

or held under that certain Qil, Gas and Mineral Lease described above.

EXECUTED on the date of the acknowledgement below, to be effective as of the
expiration of the primary term of said lease.

PURE RESOURCES, L.P.
By and Through Its General Partner, .es
PURE RESOURCES L., INC. L%
:.. .
. L]
By: A e Lo,
ohn Lod seee
Attorney-in-Fact .
{},J/ .I'll.
JRR LA LR ]
THE STATE OF TEXAS ~ § '

§
COUNTY OF MIDLAND  §

BEFORE ME, the undersigned authority, on this day personally appeared John Lodge,
known to me to be the person whose name is subscribed to the foregoing instrument as Attorney-
in-Fact for PURE RESOURCES, I, INC. and acknowledged to me that he executed the same

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

> GIVEN UNDER MY HAND AND SEAL OF OFFICE this the /77 day
of , 2002.

/ i,
' SN L KER,,
SO B &
3 Q_.-Q-\}BV PU@&. i

8 e,
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\\\\\\\l Iy, ",

asees

AL LS

L N Notary Public i and for'the DO E'J
" ROTEr State of Texas Q9= =
%, oG ®2Q 4
g i 28580
i A o022V g
QO0=50
=0 ® =0
oo 3
® 2= ©
TX299-389-277-004-00 25 3
ANY PROVISION HEREIN WHICH RESTRIETS THE SALE, RENTAL,
OR USE BF THE DESCRIBED REAL PROPERTY BECAUSE OF COLOR
OR RACE IS I¥VALID AND UNENFORCEABLE UNDER FEDERAL
FILE NO. ]329 Lw
FILED FOR RECORD ON THE 20TH DAY OF JUNE A.D. 2002 AT 4:44 P, M.
DULY RECORDED ON 24TH  pay oF  JUNE A.D. 2002 AT 9:30 A. M.
, DEPUTY DIANNE 0. FLOREZ, COUNTY CLERK

PEEVES COUNTY, TEXAS

'n 100 £ ol



CERTIFIED TRUE AND CORRECT COPY CERTIFICATE
STATE OF TEXAS
COUNTY OF REEVES

The above and foregoing is a full, true and correct photographic copy of the
original record now in my lawful custody and possession, as the ?me is
fneMecoZeZg the public records of my office, found in vOL. 651

PAGE _ ¢ THRU -~~~  OFFICIAL PUBLIC
S RECORDS
w, | hereby certifiedon __ JUL,

2 DIANNE 0. FLOREZ, COUNTY CLERK

§ REEVES COUNTY, TEXA
" By %% DEPUTY
ESTELLA YA
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FILE# 1332
! Release of Oil and Gas Lease
V
N
State: Texas 0"
O
County: Reeves J\
|
| Lessor: The State of Texas acting by and through its agent, \‘\
Hill Investments, Ltd.
P. O. Box 1568
Cedar Park, Texas 78613
Lessee: Clay Johnson
; Lease Date:  August 19, 1998
Recorded: Official Public Records Vol. 596, Page 566 on 11-9-98 in Reeves County, Texas
PURE RESOURCES, L.P. hereby releases, surrenders, and forever quitclaims unto
the Lessors named above and their successors in interest any and all rights whatsoever acquired
or held under that certain Oil, Gas and Mineral Lease described above.
EXECUTED on the date of the acknowledgement below, to be effective as of the
? expiration of the primary term of said lease.
PURE RESOURCES, L.P.
By and Through Its General Partner,
PURE RESOURCES L., INC.
By:
hn Lod e
Attorney-in-Fact ®s
o 7 L]
L
JRR " »
THE STATE OF TEXAS  § ¢ e
§ . e
COUNTY OF MIDLAND  § ‘etee
BEFORE ME, the undersigned authority, on this day personally appeared John Lodge, i/
known to me to be the person whose name is subscribed to the foregoing instrument as Attorney- S
in-Fact for PURE RESOURCES, I, INC. and acknowledged to me that he executed the same E'o.:-
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 17"5 day
6‘}‘,“1 , 2002
5 i
. s‘%g\““\-g‘ K";gg ""4,
g '. E‘é & : ¢ S i —
Eg i £ " Notary Publi¢ in and
z ™ u; FaF State of Texas
s
", m“ﬁ-'zuf‘b““ S
True and Correct
~copyof TX299-389-275-003-00
Original filed in
Reeves County
Clerks Office
! T Ly PROVISION HEREIN WHICH RESTRIETS THE SALE, RENIN,
1 OR USE BF THE DESCRIBED REAL PROPERTY BECAUSE OF COLOR
OR RACE IS INVALID AND UNENFORCEABLE UNDER FEDERAL
l FILE No._ 1332 -
— FILED FOR RECORD ON THE 20TH DAY OF JUNE A.D. 2002 AT 4:44 P. M. j
DULY RECORDED n 24TH DAY OF JUNE A.D. 2002 AT 9:30 A, M.
B 7 DEPUTY DIANNE O. FLOREZ, COUNTY CLERK

REEVES COUNTY, TEXAS



CERTIFIED TRUE AND CORRECT COPY CERTIFICATE

STATE OF TEXAS

COUNTY OF REEVES

The above and foregoing is a full, true and correct photographic copy of the
original record now in my lawful custody and possession, as the same is
filedt‘reczrded in the public records of my office, found in VOL.

PAGE 44

9 THRU —- - OFFICIAL PUBLIC
0
2002

§ REEVES CQUNTY, TEXA
' BY & / ___DEPUTY

‘ESTELLA YA
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FILE# 1327
Release of Oil and Gas Lease

State: Texas

County: Reeves

Lessor: The State of Texas acting by and through its agent,
Virginia Glenn Hill Lattimore, James Robert Hill and John A. Styrsky, Co-
Trustees of Houston and Emma Hill Trust Estate, Virginia Glenn Hill Lattimore,
Individually and James Robert Hill, Individually
500 Throckmorton, Suite 2803
Fort Worth, Texas 76102

Lessee: Clay Johnson

FILE NO. | !ZZ LAW

FILED FOR RECORD ON THE 20TH  pAY OF JUNE A.D. 2002 AT 4:44 P M.
DULY RECORDED ON THE 24TH pay or  JUNE A.D. 2002 AT 9:30 A.

B o , DEPUTY DIANNE 0. FLOREZ, COUNTY CLERK

Lease Date:  August 19, 1998

Recorded: Official Public Records Vol. 596, Page 503 on 11-9-98 in Reeves County, Texas
PURE RESOURCES, L.P. hereby releases, surrenders, and forever quitclaims unto

the Lessors named above and their successors in interest any and all rights whatsoever acquired

or held under that certain Oil, Gas and Mineral Lease described above.

EXECUTED on the date of the acknowledgement below, to be effective as of the
expiration of the primary term of said lease.

PURE RESOURCES, L.P.
By and Through Its General Partner,
PURE RESOURCES L., INC.

By: %éﬂ%{/\—a
John Lodfet—

Attorney-in-Fact

‘ g ﬂ-"' Jf
JRR

THE STATE OF TEXAS  §
§
COUNTY OF MIDLAND  §

BEFORE ME, the undersigned authority, on this day personally appeared John Lodge,
known to me to be the person whose name is subscribed to the foregoing instrument as Attorney-
in-Fact for PURE RESOURCES, I, INC. and acknowledged to me that he executed the same
for the purposes and consideration therein expressed in the capacity stated and as the act and
deed of said corporation.

. GIVEN UNDER MY HAND AND SEAL OF OFFICE this the /77  day
%&- 2002.
4 WL
§ QLN PG ;
g M o, Z %ﬁ/ 7_/
g 2 l 2278 A é'-yf( T A
2 PN Y Notary Public in and for tie
R o ol State of Texas
%, R &
18-

TX299-389-275-004-00

ANY PROVISION HEREIN WHICH RESTRIETS THE SALE, RENTAL,
OR USE BF THE DESCRIBED REAL PROPERTY BECAUSE OF COLOR
OR RACE IS INVALID AND UNENFORCEABLE UNDER FEDERAL

PEEVES COUNTY, TEXAS
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CERTIFIED TRUE AND CORRECT COPY CERTIFICATE

STATE OF TEXAS

COUNTY OF REEVES

The above and foregoing is a full, true and correct photographic copy of the
original record now in my lawful custody and possession, as the same is
filed/recorded in the public records of my office, found in VOL. ,
PaGE_444 THRU —-- . OFFICIAL PUBLIC
RECORDS

| hereby certified on

2 DIANNE Q. FLOREZ, COUNTY CLERK

§ ). § REEVES CQUNTY, TE
- BV@% DEPUTY
TELLA YA
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FILE# 1335
Release of Oil and Gas Lease
State: Texas A
\

County: Reeves \{‘\
Lessor: The State of Texas acting by and through its agent,

Hill Investments, Ltd.

P. O. Box 1568

Cedar Park, Texas 78613
Lessee: Clay Johnson

Lease Date:  August 19, 1998
Recorded: Official Public Records Vol. 596, Page 548 on 11-9-98 in Reeves County, Texas

PURE RESOURCES, L.P. hereby releases, surrenders, and forever quitclaims unto
the Lessors named above and their successors in interest any and all rights whatsoever acquired
or held under that certain Oil, Gas and Mineral Lease described above.

EXECUTED on the date of the acknowledgement below, to be effective as of the
expiration of the primary term of said lease.

PURE RESOURCES, L.P.
By and Through Its General Partner,
PURE RESOURCES I., INC.

By: ,%m /q\—i{/_—

Hhn Lodge—%~

Altomq:y-m -Fact
A R
JRR

THE STATE OF TEXAS  §

§
COUNTY OF MIDLAND  §

BEFORE ME, the undersigned authority, on this day personally appeared John Lodge,
known to me to be the person whose name is subscribed to the foregoing instrument as Attorney-
in-Fact for PURE RESOURCES, I, INC. and acknowledged to me that he executed the same
for the purposes and consideration therein expressed in the capacity stated and as the act and
deed of said corporation.

GIVEN UNDER MY HAND AND SEAL OF OFFICE this the /7% day

of & . 2002. i
W i
' SR,
S g

”’1
\\\\\“\

"~'r/ [
T e Q. B prf e n”

\\\\ummm,,,
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att®
N
s
“y,
g

i Notary Public in and fof the
2 . .3,3{ 5 0* State of Texas
“ .EE"E&'I;' S
,’””f'flf?;||l'.‘\‘\“\
TX299-389-276-003-00
ANY PROVISION HEREIN WHICH RESTRIETS THE SALE, RENTAL,
OR USE BF THE DESCRIBED REAL PROPERTY BECAUSE OF COLOR
OR RACE IS INVALID AND UNENFORCEABLE UNDER FEDERAL
FILE No. 1335 U
FILED FOR RECORD ON THE 20TH DAY OF  JUNE A.D. 2002 AT 4:44 P. M.
DULY RECORDEQ ON_THE 24TH paY oF JUNE A.D. 2002 AT 9:30 A. M.
. DEPUTY DIANNE 0. FLOREZ, COUNTY CLERK

PEEVES COUNTY, TEXAS
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CERTIFIED TRUE AND CORRECT COPY CERTIFICATE
STATE OF TEXAS
COUNTY OF REEVES

The above and foregoing is a full, true and correct photographic copy of the
original record now in my lawful custody and possession, as the sgrgis

PoE B o9 e tecors of By KT ‘BuBLIc

RECORDS
v, | herebycenfiedon JULY S5, 2002

‘5; DIANNE O. FLOREZ, COUNTY CLERK

nea?cgum.'rsx
By W . DEPUTY

T
ESTELLA YA
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FILE# 1330

Release of Qil and Gas Lease k4

State: Texas -
County: Reeves

Lessor: The State of Texas acting by and through its agent,
Virginia Glenn Hill Lattimore, James Robert Hill and John A. Styrsky, Co-
Trustees of Houston and Emma Hill Trust Estate, Virginia Glenn Hill Lattimore,
Individually and James Robert Hill, Individually
500 Throckmorton, Suite 2803
Fort Worth, Texas 76102

Lessee: Clay Johnson
Lease Date:  August 19, 1998
Recorded: Official Public Records Vol. 590, Page 521 on 11-9-98 in Reeves County, Texas

PURE RESOURCES, L.P. hereby releases, surrenders, and forever quitclaims unto
the Lessors named above and their successors in interest any and all rights whatsoever acquired
or held under that certain Qil, Gas and Mineral Lease described above.

EXECUTED on the date of the acknowledgement below, to be effective as of the
expiration of the primary term of said lease.

PURE RESOURCES, L.P.
By and Through Its General Partner,
PURE RESOURCES I., INC.

By:
ohn
Attosnc:}y-in-Facl
N~
J
THE STATE OF TEXAS §

COUNTY OF MIDLAND  §

BEFORE ME, the undersigned authority, on this day personally appeared John Lodge,
known to me to be the person whose name is subscribed to the foregoing instrument as Attorney-
in-Fact for PURE RESOURCES, I, INC. and acknowledged to me that he executed the same
for the purposes and consideration therein expressed in the capacity stated and as the act and
deed of said corporation.

GIVEN UNDER MY HAND AND SEAL OF OFFICE this the /77 day

%, 2002.
\“\\\\Hllfllm‘,’

\\ *‘ r[ &,

o) T it

Notary Public in and forth€
State of Texas

¢
7
R
X
(3
(\
“aw .-
\\
s

t,, "
If”” m

ER &
EN ﬁﬁ“ 5
- s .
%, " EXPIRES.

. iy, E15ANB
True and Correc KOt

copy of
Original filed in TX299-389-276-004-00

Reeves County

= Clerks Offirs

WWHERENWHW mnmsnﬂum
OR USE BF THE DESCRIBED REAL PROPERTY BECAUSE OF COLOR
OR RACE IS INVALID AND UNENFORCEABLE UNDER FEDERAL
LAW

i o

FILE NO._ 1330
~—t FILED FOR RECORD ON THE 20TH DAY OF JUNE A.D. 2002 AT _ 4:44 P, M.

DULY RECORDED ON THE DAY OF JUNE A.D. 2002 AT 9:30 A. M.

DIANNE O. FLOREZ, COUNTY CLERK
REEVES COUNTY, TEXAS

s e et s S b

L



CERTIFIED TRUE AND CORRECT COPY CERTIFICATE
STATE OF TEXAS
COUNTY OF REEVES

The above and foregoing is a full, true and correct photographic copy of the
original record now in my lawful custody and possession, as the same is
hieﬂfrezz in the public records of mﬁnce. found in VOL

651,
ICIAL PUBLIC
RECORDS

,THRU —- ~ 0

PAGE

I hereby certified on

% DIANNE 0. FLOREZ, COUNTY CLERK

§ REEVES COUNTY, TEXA
‘ Bv_guﬁléz_% _oepuTy
ESTELLA ANAXA
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FILE# 1333 -
9
Release of Oil and Gas Lease q,}u
0
P
State: Texas R{‘
County: Reeves
Lessor: The State of Texas acting by and through its agent,
Hill Investments, Ltd.
P. O. Box 1568
Cedar Park, Texas 78613
Lessee: Clay Johnson

Lease Date:  August 19, 1998

Recorded: Official Public Records Vol. 596, Page 575 on 11-9-98 in Reeves County, Texas

PURE RESOURCES, L.P. hereby releases, surrenders, and forever quitclaims unto
the Lessors named above and their successors in interest any and all rights whatsoever acquired
or held under that certain Oil, Gas and Mineral Lease described above.

EXECUTED on the date of the acknowledgement below, to be effective as of the
expiration of the primary term of said lease.

PURE RESOURCES, L.P.
By and Through Its General Partner,
PURE RESOURCES I., INC.

.... L
By: m%f{/\.__ I
‘ohn Lodg;__r_‘)-// . e
Attgrney-in-Fact o
£ I%L sase
J%R .
THE STATE OF TEXAS § o:::.o
§ e L]
COUNTY OF MIDLAND § R

BEFORE ME, the undersigned authority, on this day personally appeared John Lodge,
known to me to be the person whose name is subscribed to the foregoing instrument as Attorney-
in-Fact for PURE RESOURCES, I, INC. and acknowledged to me that he executed the same

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

GIVEN UNDER MY HAND AND SEAL OF OFFICE this the /7 = day !
of- , 2002,
j/ \\\\\““jf','(‘"’fm,
S V.?fr{é@,% )
ey Z [ .
B - Notary Public in and for the —
2 gl § State of Texas 0O 2
", s & ©2Q 4 °
y,, C-10205 D =Q 5
iy ] 5_8 a
Q&S
220 =0
TX299-389-274-003-00 g3 3
< 5 Q
AXY PROVISION HEREIN WHICH RESTRIBTS THE SALE, RENTAL,
OR USE BF THE DESCRIBED REAL PROPERTY BECAUSE OF COLOR
OR RACE IS INVALID AND UNENFORCEABLE UNDER FEDERAL
FILE NO. 1333 LAwW
FILED FOR RECORD ON THE 20TH DAY OF JUNE A.D. 2002 AT _4:44 P. M.
DULY RECORDED ON THE_ 24TH DAY OF JUNE A.D. 2002 AT _9:30 A. M.
B / DEPUTY DIANNE 0. FLOREZ, COUNTY CLERK

REEVES COUNTY, TEXAS

]

M- 100203



CERTIFIED TRUE AND CORRECT COPY CERTIFICATE
STATE OF TEXAS
COUNTY OF REEVES

The above and foregoing is a full, true and correct photographic copy of the
original record now in my lawful custody and possession, as the ggils

filed/recorded in the public records of my office,found Ja V!
PAGE_£.5Q THRU ~- ~ OFFICIAL PUBLTC

S
| hereby certified on_JUL .]'EEQOED 2002

% DIANNE O. FLOREZ, COUNTY CLERK

REEVES COUNTY, TEXA
7 By .d%.if DEPUTY
E 40
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FILE# 1328
Release of Oil and Gas Lease A
~ III i
State: Texas i ’
| \
| County: Reeves
| Lessor: The State of Texas acting by and through its agent,
Virginia Glenn Hill Lattimore, James Robert Hill and John A. Styrsky, Co-
Trustees of Houston and Emma Hill Trust Estate, Virginia Glenn Hill Lattimore,
Individually and James Robert Hill, Individually
500 Throckmorton, Suite 2803
Fort Worth, Texas 76102
Lessee: Clay Johnson

Lease Date:  August 19, 1998

Recorded: Official Public Records Vol. 596, Page 494 on 11-9-98 in Reeves County, Texas
PURE RESOURCES, L.P. hereby releases, surrenders, and forever quitclaims unto

the Lessors named above and their successors in interest any and all rights whatsoever acqulred

or held under that certain Oil, Gas and Mineral Lease described above.

EXECUTED on the date of the acknowledgement below, to be effective as of the
expiration of the primary term of said lease.

PURE RESOURCES, L.P.

By and Through Its General Partner,
PURE RESOURCES I., INC.

By: m

ohn Lodg
Attorney-in-Fact
r see .
‘et
JRR
THE STATE OF TEXAS ~ § :
§ .
L .o
COUNTY OF MIDLAND  § . e
L LR
BEFORE ME, the undersigned authority, on this day personally appeared John Lodge, .
known to me to be the person whose name is subscribed to the foregoing instrument as Attorney- Lo
in-Fact for PURE RESOURCES, 1, INC. and acknowledged to me that he executed the same esne’
for the purposes and consideration therein expressed in the capacity stated and as the act and L
deed of said corporation. 8 0e8
GIVEN UNDER MY HAND AND SEAL OF OFFICE this the /77  day
o%v%g , 2002
\\ \“i‘;‘m"“m,‘m’
SO Pvaz,;.. |
£ Y o QA e
3 % 5 Notary Public in and for the
?,’ Uf § State of Texas
b
True and Correc!
copy of TX299-389-274-004-00
Original filed in
_Reeves County E
Clerks Office =
| = = ————— P T 4--—ﬂ‘
ANY PROVISION HEREIN WHICH wmn:su!.nm.
OR USE BF THE DESCRIBED REAL PROPERTY BECAUSE OF COLOR
OR RACE IS INVALID AND UNENFORCEABLE UNDER FEDERAL
FILE No. 1328 el
| FILED FOR RECORD ON THE 20TH DAY OF __ JUNE  A.D. 2002 AT _4:44 P, M-
t DULY RECORDED ON THE 24TH DAY OF ___ JUNE A.D. 2002 AT__9:30 A. M.
\ ' T4/, perury DIANNE 0. FLOREZ, COUNTY CLERK

L REEVES COUNTY, TEXAS



CERTIFIED TRUE AND CORRECT COPY CERTIFICATE
STATE OF TEXAS
COUNTY OF REEVES

The above and foregoing is a full, true and correct photographic copy of the
original record now in my lawlul custody and possession, as the %tgeis

filed/recorded in the public records of my office, d in A

PAGE 445 THRU - - — dlﬁ??dm Vﬁb'B'EIC
RECORDS

I hereby certifiedon _JULY 5, 2002

DIANNE 0. FLOREZ, COUNTY CLERK

__DEPUTY
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FILE# 1325
[ 4
fvj
Release of Oil and Gas Lease L
b,
\R

State: Texas
County: Reeves
Lessor: The State of Texas acting by and through its agent,

Hill Investments, Ltd.

P. O. Box 1568

Cedar Point, Texas 78613
Lessee: Clay Johnson

Lease Date:  August 19, 1998
Recorded: Official Public Records Vol. 596. Page 584 on 11-9-98 in Reeves County, Texas

PURE RESOURCES, L.P. hereby releases, surrenders, and forever quitclaims unto
the Lessors named above and their successors in interest any and all rights whatsoever acquired
or held under that certain Oil, Gas and Mineral Lease described above.

EXECUTED on the date of the acknowledgement below, to be effective as of the
expiration of the primary term of said lease.

PURE RESOURCES, L.P.
By and Through Its General Partner,
PURE RESOURCES I., INC.

By: M’?R{IQ—' | :.:

John Lodgec)( . .
Attorney-in-Fact e "’

Wiy 74 . .
I z R | ..:. ..

THE STATE OF TEXAS  § g W

§ | -:.:..

COUNTY OF MIDLAND ~ § g

. .e

BEFORE ME, the undersigned authority, on this day personally appeared John Lodge,
known to me to be the person whose name is subscribed to the foregoing instrument as Attorney-
in-Fact for PURE RESOURCES, I, INC. and acknowledged to me that he executed the same

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

0/\ GIVEN UNDER MY HAND AND SEAL OF OFFICE this the LZii day
f . 2002.
S, (2R D) A f
S G, % Notary Public in and for the

State of Texas

iy

&
TX299-389-270-006-00 ot
-
0g L 3
/S Q = O
s v 58
J 283283
SIS S~ ! o9p=eo
ANY PROVISION HEREIN WHICH RESTRIETS THE SALE, RENTAL, = CQD_ =9
OR USE BF THE DESCRIBED REAL PROPERTY BECAUSE OF COLOR 5= 3
OR RACE IS INVALID AND UNENFORCEABLE UNDER FEDERAL =] Q
FILE NO. 1325 Law
FILED FOR RECORD ON THE 20TH DAY OF JUNE A.D. 2002 AT _4:44 P, M.
DULY RECORDED ON THE 24TH DAY OF JUNE A.D. 2002 AT 9:30 A M.
BY: , DEPUTY DIANNE O. FLOREZ, COUNTY CLERK

REEVES COUNTY, TEXAS

M- (0OKRYE



CERTIFIED TRUE AND CORRECT COPY CERTIFICATE
STATE OF TEXAS
COUNTY OF REEVES
The above and foregoing is a full, true and correct photographic copy of the
original record now in my lawful custody and possession, as mggrie is
filed/recorded in the public records of my office, f in .
PAGFEEEAZ CTHRU === OFFTCTAL \Fh‘B'!IC
. RECORDS
Op%, |herebycerifiedon_ JULY 5, 2002

% DIANNE O. FLOREZ, COUNTY CLERK

§ REEVES COUNTY, TEX.
; BY __ £ DEPUTY
E
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FILE# 1326

- -

Release of Oil and Gas Lease K
State: Texas \J \

M loo29

Lessor: The State of Texas acting by and through its agent,
Virginia Glenn Hill Lattimore, James Robert Hill and John A. Styrsky, Co-
Trustees of Houston and Emma Hill Trust Estate, Virginia Glenn Hill Lattimore,
Individually and James Robert Hill, Individually
500 Throckmorton, Suite 2803
Fort Worth, Texas 76102

County: Reeves

Lessee: Clay Johnson
Lease Date:  August 19, 1998
Recorded: Official Public Records Vol. 596, Page 485 on 11-9-98 in Reeves County, Texas

PURE RESOURCES, L.P. hereby releases, surrenders, and forever quitclaims, unto
the Lessors named above and their successors in interest any and all rights whatsoever acquired
or held under that certain Oil, Gas and Mineral Lease described above.

EXECUTED on the date of the acknowledgement below, to be effective as of the
expiration of the primary term of said lease.

PURE RESOURCES, L.P.

By and Through Its General Partner,
PURE RESOURCES I., INC.

/.@%{M

John LoSge—~+——~ o
Am)/me -in-Fact ..
7 /K‘
L]
J R L] L
THE STATE OF TEXAS  § M
§ . ...
COUNTY OF MIDLAND  § ‘elee
| L]
BEFORE ME, the undersigned authority, on this day personally appeared John Lodge, peas
known to me to be the person whose name is subscribed to the foregoing instrument as Attorney- .: ":
in-Fact for PURE RESOURCES, I, INC. and acknowledged to me that he executed the same T
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 /7% day
of  2002.
Wy,
S LMY PP .
| § NG W o
£ | V2 Namea D Aeffles —
‘ $1. . i E " Notary Public in and fof the
2 g S F State of Texas
%, "R
| "
True and Correct
copy of TX299-389-270-007-00
Original filed in
Reeves County
Clerks Office
! ANY PROVISION HEREIN WHICH RESTRIETS THE SALE, RENTAL,
I OR USE BF THE DESCRIBED REAL PROPERTY BECAUSE OF COLOR
. OR RACE IS INVALID AND UNENFORCEABLE UNDER FEDERAL
! FILE NO.__ 1326 Ly
= FILED FOR RECORD ON THE _ 20TH DAY OF JUNE A.D. 2002 AT __4:44 P. M.
DULY RECORDED ON THE 24TH DAY OF JUNE A.D. 2002 AT __9:30 A. M.
BY: J)ﬁl ﬂg. DEPUTY DIANNE 0. FLOREZ, COUNTY CLERK

REEVES COUNTY, TEXAS

"

)
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CERTIFIED TRUE AND CORRECT COPY CERTIFICATE
STATE OF TEXAS
COUNTY OF REEVES

The above and foregoing is a full, true and carrect photographic copy of the
original record now in my lawful custody and possession, as the same is
filed/recorded in the public records of my office, found in VOL. &,
PAGE 443 THRU — = _OFFICIAL PUBLIC

RECORDS
| hereby certified on . JUL

DEPUTY
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FILE# 1331
)
Release of Oil and Gas Lease 0
State: Texas {(
County: Reeves
Lessor: The State of Texas acting by and through its agent,
Virginia Glenn Hill Lattimore, James Robert Hill and John A. Styrsky, Co-
Trustees of Houston and Emma Hill Trust Estate, Virginia Glenn Hill Lattimore,
Individually and James Robert Hill, Individually
500 Throckmorton, Suite 2803
Fort Worth, Texas 76102
Lessee: Clay Johnson
Lease Date:  August 19, 1998
Recorded: Official Public Records Vol. 596, Page 476 on 11-9-98 in Reeves County, Texas
PURE RESOURCES, L.P. hereby releases, surrenders, and forever quitclaims unto
the Lessors named above and their successors in interest any and all rights whatsoever acquired
or held under that certain Oil, Gas and Mineral Lease described above.

EXECUTED on the date of the acknowledgement below, to be effective as of the

expiration of the primary term of said lease.
PURE RESOURCES, L.P.
By and Through Its General Partner,
PURE RESOURCES I., INC.
By: P
ohn Lod
Attorney-in-Fact
J
é][\
JRR
THE STATE OF TEXAS  §
§
COUNTY OF MIDLAND §

BEFORE ME, the undersigned authority, on this day personally appeared John Lodge,
known to me to be the person whose name is subscribed to the foregoing instrument as Attorney-
in-Fact for PURE RESOURCES, I, INC. and acknowledged to me that he executed the same
for the purposes and consideration therein expressed in the capacity stated and as the act and
deed of said corporation.

GIVEN UNDER MY HAND AND SEAL OF OFFICE this the /7% day
, 2002.
1]
\“\0“‘\:‘: h K'E‘;_fé 4,
S XY PUS »9 % S
§ ¥ 2
£ § 1 € /\7;“,{; E///m,,_
g i i E " Notary Public in andfof the
XD ":"wpmﬁ*@..-' & State of Texas
%, --.éma'_s..-- &
Y
" ’#mﬁﬁ“‘ i
TX299-389-271-004-00
e S mmunsm— ummwuwunismmmmm
OR USE BF THE DESCRIBED REAL PROPERTY BECAUSE OF COLOR
OR RACE IS INVALID AND UNENFORCEABLE UNDER FEDERAL
FILE NO._ 1331 -
FILED FOR RECORD ON THE 20TH DAY OF JUNE A.D. 2002 AT _4:44 P, M.
DULY RECORDED ON THE __ 24TH DAY OF JUNE A.D. 2002 AT_9:30 A. M.
B (LA, vEPUTY DIANNE 0. FLOREZ, COUNTY CLERK

REEVES COUNTY, TEXAS
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CERTIFIED TRUE AND CORRECT COPY CERTIFICATE

STATE OF TEXAS

COUNTY OF REEVES

The above and foregoing is a full, true and correct photographic copy of the
original record now in my lawful custody and possession, as the is

filed/recopded in the public records of my office. found in V%h o
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RECORDS
5%, |herebycetfiedon _JULY 5, 2002

: REEVE?QMNTY TEXAS
4 DEPUTY

ESTELLA ANAYA
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Release of Oil and Gas Lease
State: Texas
County: Reeves
Lessor: The State of Texas acting by and through its agent,
| Hill Investments, Ltd.
! P. O. Box 1568
! Cedar Park, Texas 78613
Lessee: Clay Johnson
Lease Date:  August 19, 1998
Recorded: Official Public Records Vol. 596, Page 593 on 11-9-98 in Reeves County, Texas
PURE RESOURCES, L.P. hereby releases, surrenders, and forever quitclaims unto
the Lessors named above and their successors in interest any and all rights whatsoever acquired
or held under that certain Qil, Gas and Mineral Lease described above.
EXECUTED on the date of the acknowledgement below, to be effective as of the
expiration of the primary term of said lease.
PURE RESOURCES, L.P.
By and Through Its General Partner,
PURE RESOURCES L., INC.
By: i .E
ohn Lod .
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BEFORE ME, the undersigned authority, on this day personally appeared John Lodge, E e’
known to me to be the person whose name is subscribed to the foregoing instrument as Attorney-
in-Fact for PURE RESOURCES, I, INC. and acknowledged to me that he executed the same
for the purposes and consideration therein expressed in the capacity stated and as the act and

deed of said corporation.

GIVEN UNDER MY HAND AND SEAL OF OFFICE this the /774 day
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ANY PROVISION HEREIN WHICH RESTRIETS THE SALE, RENTAL
OR USE BF THE DESCRIBED REAL PROPERTY BECAUSE OF COLOR
OR RACE IS INVALID AND UNENFORCEABLE UNDER FEDERAL
FILE NO.__ 1336 LAW
et FILED FOR RECORD ON THE 20TH DAY OF JUNE A.D. 2002 AT 4:44 P. M.
DULY RECORDED ON THE _ 24TH DAY OF  JUNE A.D. 2002 AT 9:30 A. M.

‘ DEPUTY DIANNE 0. FLOREZ, COUNTY CLERK
[ REEVES COUNTY, TEXAS
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Date Filed:

CERTIFIED TRUE AND CORRECT COPY CERTIFICATE
STATE OF TEXAS
COUNTY OF REEVES

The above and foregoing is a full, true and correct photographic copy of the
original record now in my lawful cuslody and possession, as the is
filed/recorded in the public records of n \ﬂ]ﬁ
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Texas General
Land Office

David Dewhurst
Commissioner

Mailing

Post Office Box 12873
Austin, Texas
78711-2873

Stephen F. Austin Building
1700 North Congress Avenue
Austin, Texas 78701-1495

512.463.5001
1.800.998.4GLO
www.glo.state.tx.us

August 8, 2002

Attn: Brenda Land
Pure Resources, L.P.
500 West Illinois
Midland, Texas 79701

Re:  Release of Twelve State Oil & Gas Leases —
MF-100201, MF-100202, MF-100203, MF-100205,
MF-100246, MF-100248, Reeves County, Texas

Dear Ms. Land :

The General Land Office received the following instrument on July 29,
2002, filed them in the mineral files as stated above.

Releases, dated August 19, 2002, recorded in Reeves County, Texas.

Your remittance of $300.00 has been applied as the state’s portion of the
Sincerely,

. {ZLS%;_

Mary Helep Silva
Lease Administration

Energy Resources
512:475-1532

MHS/mhs
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