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TEXAS GENERAL LAND OFFICE

GARRY MAURO

COMMISSIONER MEMORANDUM
DATE:  09-Sep-98

TO: Garry Mauro, Commissioner

Spencer Reid, Senior Deputy Commissioner

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

RE: Relinquishment Act Lease

Applicant:  Clay Johnson
County: REEVES
Section: 30 -’r{
Survey: T&PRY CO

Prim. Term: 5 years
Royalty: 3/16

Consideration

Recommended: gZﬁS Q- 9.%¢

Not Recommended:
Comments:

Lease Form

Recommended: ZM &Eo{ke

Not Recommended:

Comments:

Spencer Reid, Senior Deputy

Recommended: 5’]&

Not Recommended:

Garry Mauro, Commissioner

Approved: @V !_
Not Approved:

Base File #: 153249

Block: 55 Abstract: 5993
Bonus/Acre $50.00
Rental/Acre $1.00

Date: 9-/6 - 22

Date:




Transaction # 2798 Gaologist: L. Collier
lessor  Meeker, J.J. Lsasas Date: 8/19/98 e U
Lesses: Clay Johnson Acrss: 186.67
LEASE DESCRIPTION
County BassFlaNo Part Sec. Block Twp Survey Abst#
ReeVES MU 153249  N280acres .- 30 55 058 T&PRYCO 5993
REEVES 153261  N/280 acres » 34 55 058 T&PRYCO 5998
A o =
TERMS OFFERED TERMS RECOMMENDED
Primary Term: Syears | Primary Term Syears |
Bonus/Acre: [ $50.00 | Bonus/Acrs [ $50.00 ]
Rental/Acre: $1.00 | Rental/Acre | sl00
Royaty: e | Royalty e - ol
COMPARISONS
MF # Lessea Dats Term Blllls/lll Rental/Ac.  Royalty  Distance
[ TR | JL 1 JC_ ] lstissss
TS| e N B M N AR § TR 11 | RN T
I R M | e || HEN |
[ | L N ) O Y | | T § T | i
- . T T T T et A T b N R

Comments: [Gross acres 560. First & secojd | year re?@ $1 Oi third _& fbu@éar rEntai $16.67.

v T 9.9.08

Wednesday, September 09, 1998
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eneral Land Office

Relinguishmnt Act Leasz Form
Revised, Septzmber 1997

agent,  Meeker sInvestments, Inc., by Robert W. Debolt: President and

CIL AND GAS LEASE

THIS AGREEMENT is made and entered into this day of Auggg; 19 98 , berwees the Statz of Texas, acting by and through irg

____j%%4ﬁueﬁker, Individually of.
; a Mesa, kEncinitas, CA 92024 said ageat

(Give Pzrmnaneat Address) *
herein referred to as the owner of the soil (whetherone or mere), and___Clay Johnson
203 W, Wall, Suite 800 o
Midland, Texas 79701 -
(Give Pecmmanent Address)

bersinaller called Lesses,

1. GRANTING CLAUSE. For and in consideration of the amounts stated below and of the covenants and agrsements % be paid, k=pt and performed by

L=sses under this lease, the State of Texas acting by and through the owner of the soil, bereby grants, leases and lets unto Lessee, for the sole and only purpess of
prospecting and drilling for and preducing oil and zas, laying pipe lines, building tanks, steriag oil and building power stticns, telepbene lines and other stucmures

theTon, 1o producs, save, take care of, treat and transport said preduct of the lease, the following lands situat=d in

Reeves County, Staze

of Texas, lo-wit

The North 280 acres of Section of 34, Block 55, Township 5,
T&P Ry. Co. Survey.

containing 280 acres, more or less. Tae bonus censideration paid for this leass is 25 follows:

Tothe Stz of Texas: Two Thousand Three Hundred Thirty-—-three and 25/100---—
Collars (S o I W e e )

'..'.-' Tothcownerof e seil: TwO Thousand Three Hundred Thirty-three and 25/100---
.ot:'. DOH.‘IIS(S 2:333.25 ) .
.: Total borus considematica: Four Thousand Six Hundred Sixtv-six and 50/100—-=-=———
Dollwrs (S__4, AAK .50 )
T'h;tz.u.lbonusbansidm&unpaidr:pr:z:tsabcnmaf Fifty and No/100———--———-— oo — - ——— —————
b:.... Deilars (S 50.00 ) peracm,on 93, 33 netacess.

* ol TERM. Subjest to the other provisicns in this lease, this lease shall be foratemmof __Five (5) vears from this dats

(htﬂiaulicd "primary term®) and as loog therzanter as cil and z2s, or ¢ither of them, is preduced ia paying quantides fom said land.
As W8ed in'this lease, the term "producsd in paying quantities® mezns that the receipts Som the sale or cther autherizzd commersial uss of the substancs{s) cova=d
=xcggd Qu:ofpockn openational expenses for the six menths last fast

L]

3. Delay Rentals: If il or gas in paving quantities is not being producsd tfrem the premises on the first anniv ersary date of this Lease and there ars then no drillin2
operations being conducted on the premisas. then this lease shall terminate unless. on or before such anniversary date, Lessee shall pav. % directly to the owner of the seil
and a like amount paid or tendered to the COMMISSIONER OF THE GENERAL LAND OFFICE OF THE STATE OF TENAS, AT AUSTIN. TENAS. a defay rental in
the amount specitied in the foilowing schedule multiplied by the number of acres then coversd by this lease, which payment. when timely made. shall continue this lease for
a period of one (1) additional vear. In like manner and upon payment of the amounts set out in the following schedule. this lease may be Further continue for successive one-
vear periods during the primary term of this lease provided that payment is made on or before the anniversary date )

Aaniversary Date Delay Rental per Acre
First S 100
Seccnd S 100
Third S16.67
Fourth $16.67

True and Correct
copy of

Original filed in

Reeves County
Clerks Office




: 4-_ PRODUCTION ROYALTIES. Upen production of oil and/or gas, Lesses agressto pay or cause to be paid one-half (1/2) of the royalty
EhquICd for in this lease to the Commissionsr of the General Land Office of the Stats of Texas, at Austin, Texas, and one-half (1/2) of sueh royalty to the owner of
e soil: -

(A) OLL. Royalty payabic on 0il, which is defined as including all hydrecarbons producsd in a liquid form at the mouth of the well and aleg

condensate, distillate, and other liguid hydrocarbons recoversd from oil or gas run through a scparicr or otaer equipment, as hersinaer provided, shal be sl
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 deermined by 1) the highest pesied price, plus premivm, if any, offered or paid for oil, condeasate, distillate, or other liquig
hydrocarbons, respectively, of a liks type and gravity in the generzl arsa whers produced and whea nim, or 2) the highest mark=t prics therzof offered 2 paid L: th
g=neral area where prodkeed and when run, or 3) the gross proceeds of the sal= therzof, whichever Is the greater, Lesses agress that before any 2as preduced ﬁm;m_:
leased premises is sold, used or proczssed in a piant, it will be run frze of cost o the royalty ownerss through an adequats oil and gzs sepzrater of csnventiona] typ
other cquipment at least as efficient, so that al! liquid hydroccarbens recoverable Som the gas by such means will be recoversd The requirsent thar such zas b::;r
through a separator or cther equipment may be waived in writing by the royalty owners upen such temms and conditions as they prescrice.

(B) NON PRCCESSED GAS. Royalty on any gas (including flared gas), which is defined as all hydrocarbons and gaseous substancas not defined
a3 oil in subparagraph (A) abeve, producsd from any well on said [and (except as provided herein with respect 1o gas procsssed in a plant for the extraction of
3asoline, liquid hydrocarbens or other products) shall be 3 /:T 6 ____part of the gross production or the market value thereof, at the ontion of the
owner of the sail or the Commissioner of the General Land Offics, such vaiue to be based on the highest maricst prics paid or offered for 2as of comparable quality in
the general area whers producsd and whea run, or the gross prics paid or offered 1o the producsr, whichever is the greater; provided that the maximum pressure base
in measuring the gas under this lease shall nct at any time exceed 14,55 pounds per square inch absolute, and the standard bass temperarurs shall be sixty (50)

+zrzes Fahrenheit, correction o be made for pressurs according to Soyle's Law, and for spesific gravity according to tests made by the Balancs Method or by the
mcst approved methed of testing being used by the industry ar the time of testing.

< P‘{?f?sSSED GAS. Royalty cn any gas procsssed in a gascline plant or other plant for the recovery of gasoline or cther liquid hydrocarbons
shall be 3 part of the residue gas and the liquid hydrccarbens exiracied or the markst value hereof, at the option of the

owner of the scii or the Commissicner of the General Land Cflic=. All royalties cus herzin shall be based cn one hundr=d percant (100%) of the total plant
producticn of residue gas acrioumble 5 gas preduced Som tis lease, and on ity percent (S0%%), or that percent accruing o Lessee, whichever is the zreater, of the
toral plant production of liquid hydrocartons arributatie to the gas preduced Fom this lease; provided that if liquid hydrocarbons are recoverzd fom gas processed
in a plant in which Lesses (or its parcar, subsidiary or afiliate) owns an interest, then the percentags applicable to liquid hydrocarkons shall e fifty persent (50%) er
the highest percant aceruing to a third party precassing gas through such plact under 2 precsssing agrssment negodared at arm's length (or if thers i no such third
party, the highest percent then being specified in procsssing agrsement or contracts in the industy), whichever is the greatsr. The recpesdve royalties on residus 2is
and en liquid hydrocarbons shall be determined by 1) the highest marks: prics paid or ofersd for any gas (or liquid hydrecartens) of comparatie quality in the
general ar=a, or 2) the Zross prics paid or ofered for such residue gas {or the weighted averags zmess selling prics for the respective grades of liquid hydrocarkens),
whichever is the greater. In no eveat, howevez, shall the royalties payatis under this parazraph ¢ less than the royalties which would have besa due had e gas not

tzen procsssed.

. - . ; . t AN -
o"e” e (D) OTHER PRODUCTS. Rovalty on carscn Slack, sulphuer or any otzer products produced or manufacrursd Som gas (sxcspsing licuid hydrocartons)
witet?® said gas be "casinghead,” *drv," or any other 3as, by Sactionating, burning or any other procassing shall ze 2/186 patofthe

o2 $qduction of such producs, or the markst vajue theres [ the

B f, az the cotion of the owner of the scil or the Commissicrner of the Geaeral Land Offics, such market
vilae o Be det=rmined as follows: 1) on the basis of the highest markst price of each producs for the same menth in which such product is producsd, or 2) on the
basimof the averags zross sale price of sach preduct for the same menth in which such products ars producsd; whichaver is the greatern.

seee

® pees 5. MINIMUM ROYALTY. Curing any year after the expiraticn of the primary term of this lease, if this leass is maintained b preduction, the royalties

paid undeg this lease in no event shall be less than an amcusnt squal to the total annual delay reatal hersin provids=d; otherwise, thers shail be due and payabie cnor
tefgy® EfJast day of the menth sucsseding the anniversars dazs of this lease a sum equal 1o the toral mnual rzatol less the amount of royalties paid during the
pm:m;ing year. > 3 = = for the purposes of this paragmaph, the delay rental amount shall be one
dollar (51.90) per acre.

...nt:

i S§. ROYALTY DN KIMD. Nerwithstanding any other provisica in this lease, at 2ny time or Som time o time, the owner of the soil or the Commissioner
of t3¢ Genaral Land Office may, a the option of either, ugcn aot less than sixty (60) days notics to the holder of the lease, reguire that the payment of any my:‘lﬂﬁ.
2ccnfing 10 such royaity owner under this lease be made in kind. The owner of the soil's or the Commissicnzr of the General Land Office's right to ke its ro)'“lf-" 33
kind shall not diminish or negate the owner of the scil's or the Commissioner of the Geaeral Land CfSes's rizhs cr Lesse<'s otligadions, whether express of imglied,

under this lease. ,

7. NO DECUCTIONS. Lessee agre=s that all royalties accruing under this lease (including thoes paid in kind) shall be without deduction for tie cost of
producing, gathering, stering, separating, treating, dehydratng, compressing, proceszing, ranspenting, and ctherwiss makizg the oil, gas and other producs :
herzunder ready for sale or use. Lesses agress o computs and pay royaides ca the gross value reasived, including any reimbursements for severance taxes and

produc:ion rslated costs.

8. PLANT FUEL AND RECYCLED GAS. No reyalty shali be payable on any gas as may represent this lease's propertionats thars of any fucl used 0 il
procsss zas producsd hersunder in any procsssing plant. Notwithstanding any other provision of this lease, and subject to the writtzn conseat of the owne? of the so!
and the Commissioner of the General Laad Cffice, Lesses may recycle zas for gas lit purpeses on the leased premises or for injection into any oil or gas producing
formation underlying the ieased premizas after the liquid hydrocarbens sontained in the as have bexn removed; no royalties shall be payable on the reycied 338
until it is producsd and sold or used by Lezse= in a manner which entitles the royalty owners 10 a foyalty undsr this [sazs.

9. ROYALTY PAYMENTS AND REPCRTS. All royalties not taken in kind shall te paid to the Commissicnzr of the Genezl Land Ofiics ag Austis,
Texas, in the feilowing manner:

~=tly provids that rovalty on oil is du€

Payment of reyalty on preduction of cil and gas shall be as provided | re Ay NG
and must be receivad In the General Land Cfiics on or bfers the Sth dz; groducticn, and royalty on 238 1S el orikE
iy = luctian. sesompaaied by the affidavit of the
must be r=2eived in the C=aeral Land Ofics oo e i d :-'s ositicn of
; ihe zross amount and disposit
cwmer, manager or other autherizsd agsat, ¢ gross amouniand & ; _ositicn
zross produstion, GISF

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




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

, or pools and gas lines or gas storage, and any other reports or records which the General Land Office may require to verify the gross production, disposition and

" market value. In all cases the authority of a manager or agent to act for the Lessee herein must be filed in the General Land Office. Each royalty payment shall be
mmmkdbylchukmhukdm;mmmwodwmﬁmdﬁudwmhymiMGmaﬂlndOﬁulmenumbumemmofmyﬂqbeh‘
paid on each lease. If Lessee pays his royalty on or before thirty (30) days after the royalty paymeat was due, then Lessee owes a penalty of 5% on the royalty or
$25.00, whichever is greater. A royalty payment which is over thirty (30) days late shall accrue a penalty of 10% of the royalty duc or $25.00 whichever is greater.
In addition to a penalty, royalties shall accrue interest at a rate of 12% per year; such interest will begin accruing when the royalty is sixty (60) days overdue.
AfTidavits and supporting documents which are not filed when due shall incur a penalty in an amount set by the General Land Office administrative rule which 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. Payment of the delinquency penalty shall in no way operate to prohibit the State's right of forfeiture as provided by law
nor act to postpone the date on which royalties were originally due. The above penalty provisions shall not apply in cases of title dispute as to the State's portion of
the royalty or to that portiomof the royalty in dispute as to fair market value. . !

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessce shall annually famish the Commissioner of the General Land Office with
its best possible estimate of oil and gas reserves underlying this lease or allocable to this lease and shall furnish said Commissioner with copies of all contracts under
which gas is sold or processed and all subsequent agreememts and amendments to such 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 Lessce. All other contracts and records pertaining to the production, transportation, sale and marketing of the oil and gas produced on said
premises, including the books and accounts, receipts and discharges of all wells, tanks, pools, meters, and pipelines shall at all times be subject to inspection and
examination by the Commissioner of the General Land Office, the Attorney General, the Govemor, or the representative of any of them. .

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

(C) PENALTIES. Lessee shall incur a penalty whenever reports, documents or other materials are not filed in the General Land Office when
::en-d'glﬂtipenaltyforlmﬁlingshmusctbymGenu-dLandOﬂ‘lceamninistnﬁvcndewhichh:ﬁecﬁveonmcdaz:whcnthcmﬁalswmminlheﬁmaal
ce.

o o' * 1. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, during the primary term hereof and prior to discovery and production
of oikor*fas 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 .ﬁm;mg 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 afsconpletion of said dry hole or cessation of production Lessee commences additional drilling or reworking operations thereon, or pays or tenders the next
annual delay rental in the same manner as provided in this lease. If, during the last year of the primary term or within sixty (60) days prior thereto, a dry hole be
complesadeand 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’ths sxpiration 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
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
prod8@hinder 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 jerm hereof, Lessee may resume payment of the annual rental in the same manner as provided herein on or before the rental paying date following the
expiration ofisixty (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
termingte.* tat the expiration of the primary term or any time thereafter a shut-in oil or gas well is located on the leased premiscs, payments may be made in
accordance wjith the shut-in provisions hereof

.:t.‘:

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

14. SHUT-IN ROYALTIES. For purposes of this paragraph, "well® 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 temm 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. I

amount-then for the purposes of this paragraph, the delay rental amount shall be onc dollar (51.00) per acre. To be effective, each initial shut-in oil or gas royalty
True and Correct

copy of
Original filed in
Reeves County
Clerks Office




must be paid on or before: (1) the expiration of the primary term, (2) 60 days after the Lessee ceases to produce oil or gas from the leased premises, or (3) 60 days
after Lessee completes a drilling or reworking operation in accordance with the lease provisions; whichever date is latest. Such payment shall be made one-half (1/2)
to the Cr.!xmmssioner 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 effect by payment of the shut-in oil or gas royalty, oil or gas is sold and
delivered in paying quantities from a well located within one thousand (1,000) feet of the leased premises and completed in the same producing reservoir, or in any
case in which drainage is occurring, the right to continue to maintain the lease by paying the shut-in oil or gas royalty shall cease, but the lease shall remain effective
for the remainder of the $ear for which the royalty has been paid. The Lessee may maintain the lease for four more successive ycars by Lessee paying compensatory
royalty at the royalty rate provided in the lease of the market value of production from the well causing the drainage or which is completed in the same producing
reservoir and within one thousand (1,000) feet of the leased premises. The compensatory royalty is to be paid monthly, one-half (1/2) to the Commissioner of the
General Land Office and one-half (1/2) to the owner of the soil, beginning on or before the last day of the month following the month in which the oil or gas is
produced from the well causing the drainage or that is completed in the same producing reservoir and located within one thousand (1,000) feet of the leased premises.
lt_'meeompcnsaloqmymypaidinmyI2-monlhpeﬁodisinanmmmllesslhmlbcmulsbut—inoilugsmyﬂty,usaeshdlp:ymamonu:equ:lbthc
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 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. Notwithstanding any provision of this lease to the contrary, after a well producing or capable of producing oil or gas has
been completed on the leased premises, Lessee shall exercise the diligence of a reasonably prudent operator in drilling such additional well or wells as may be
reasonably necessary for the proper development of the leased premises and in marketing the production thereon.

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

. o0
.":' «(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
termeinate %s to all depths below 100 feet below the total depth drilled (hereinafter "deeper depths™) in each well located on acreage retained in Paragraph 16 (A)
abovey unless on or before two (2) years after the primary or extended term Lessee pays an amount equal to one-half (1/2) of the bonus originally paid as
consé ion for this lease (as specificd on page 1 hereof). If such amount is paid, this lease shall be in force and effect as to such decper depths, and said
terfhinasien 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 bysthis 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
terrAgAMADE 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 rgtained 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 thes@ertfal 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 Offite and such designation shall be binding upon Lessee for all purposes.

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

18. FORCE MAJEURE. If, after a good faith effort, Lessee is prevented from complying with any express or implied covenant of this lease, from
conducting drilling operations on the leased premises, or from producing oil or gas from the leased premises by reason of war, rebellion, riots, strikes, acts of God, or
any valid order, rule or regulation of government authority, then while so prevented, Lessee's obligation to comply with such covenant shall be suspended and Lesses
shall not be liable for damages for failure to comply with such covenants; additionally, this lease shall be extended while Lessee is prevented, by any such cause,
from conducting drilling and reworking operations or from producing oil or gas from the leased premises. However, nothing in this paragraph shall suspend the
payment of delay rentals in order to maintain this lease in effect during the primary term in the absence of such drilling or reworking operations or production of il
or gas. ; 5
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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 licns
on the leased premises. If Lessee makes payments on behalf of the owner of the soil under this paragraph, Lessee may recover the cost of these payments from the

rental and royalties due the owner of the soil.

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soil owns less than the entire undivided surface estate in the above

described land, whether or not Lessee's interest is specified herein, then the royalties and rental herein provided to be paid to the owner of the soil shall be paid to him

_ 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 Commiccioner of the -
General Land Office of the State of Texas shall be likewise proportionately reduced. However, before Lessee adjusts the royalty or rental due to the Commissioner of
the General Land Office, Lessee or his authorized representative must submit to the Commissioner of the General Land Office a written statement which explains the
discrepancy between the interest purportedly leased under this lease and the actual interest owned by the owner of the soil. The Commissioner of the General Land
Office shall be paid the valde 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 lcased 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. Lessee shall have the right to use water produced on said land necessary for operations under this lease except water from wells or
tanks of the owner of the soil; provided, however, Lessee shall not use potable water or water suitable for livestock or irrigation purposes for waterflood operations

without the prior consent of the owner of the soil.

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

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

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

25. POLLUTION. In developing this area, Lessee shall use the highest degree of care and all proper safeguards to prevent pollution. Without limiting the
forcgoing, pollution of coastal wetlands, natural waterways, rivers and impounded water shall be prevented by the use of containment facilities sufficient to prevent
spillage, seepage or ground water contamination. In the event of pollution, Lessee shall use all means at its disposal to recapture all escaped hydrocarbons or other
poljtafi*aad 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 ®ank batteries 5o as to protect livestock against loss, damage or injury; and upon completion or abandonment of any well or wells, Lessee shall fill and level all
slus}Pfits®apd cellars and completely clean up the drilling site of all rubbish thereon. Lessee shall, while conducting operations on the leased premises, keep said
premises frfe of all rubbish, cans, bottles, paper cups or garbage, and upon completion of operations shall restore the surface of the land to as near its original
condition and contours as is practicable. Tanks and equipment will be kept painted and presentable.

'L L L]
® 0o a6, REMOVAL OF EQUIPMENT. Subject to limitations in this paragraph, Lessce shall have the right to remove machinery and fixtures placed by
Lessee on the lcased premises, including the right to draw and remove casing, within one hundred twenty (120) days after the expiration or the termination of this
lease 3255 the owner of the soil grants Lessee an extension of this 120-day period. However, Lessce may not remove casing from any well capable of producing oil
and gasgJn 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

undeP $i& Wrins of this paragraph.

L ]

*2*°2% (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 Lessck, impair the effectiveness of any payment made by Lessee or impair the effectiveness of any act performed by Lessee. And no change or
division in ownership of the land, rentals, or royalties shall bind Lessee for any purpose until thirty (30) days after the owner of the soil (or his heirs, devisees, legal
representatives or assigns) fumnishes the Lessee with satisfactory written evidence of the change in ownership, including the original recorded muniments of title (or 2
certified copy of such original) when the ownership changed because of a conveyance. A total or partial assignment of this lease shall, to the extent of the interest
assigned, rclicve and discharge Lessee of all subsequent obligations under this lease. If this lease is assigned in its entirety as to only part of the acreage, the right and
option to pay rentals shall be apportioned as between the several owners ratably, according to the area of each, and failure by one or more of them to pay his share of
the rental shall not affect this lease on the part of the land upon which pro rata rentals arc timely paid or tendered; however, if the assignor or assignee does not 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 lessce or any

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

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

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

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

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

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

(5) a partner or employee in a partership which is the owner of the soil; True and Correct
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(6) a fiduciary for the owner of the soil; including but not limited 1o a guardian, trustee, executor, administrator, receiver, or conservator for the
owner of the soil; or
(7) 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 time 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 surreadered. If any part of this lease is properly surrendered, the delay rental due under this lease shall be reduced

el oie]

by the proportion that the surrendercd acreage bears to the acreage which was covered by this leare bnmediately 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 & 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 conceming production or drilling, or if Lessee shall fail or refuse to drill any offset well or wells in good
faith as required by law and the rules and regulations adopted by the Commissioner of the General Land Office, or if Lessee should fail to file reports in the manner
required by law or fail to comply with rules and regulations promulgated by the General Land Office, the School Land Board, or the Railroad Commission, or if
Lessee should refuse the proper authority access to the records pertaining to operations, or if Lessee or an authorized agent should knowingly fail or refuse to give
correct information to the proper authority, or knowingly fail or refuse to furnish the General Land Office a correct log of any well, or if Lessee shall knowingly
violate any of the material provisions of this lease, or if this lease is assigned and the assignment is not filed in the General Land Office as required by law, the rights
acquired under this lease shall be subject to forfeiture by the Commissioner, and he shall forfeit same when sufficiently informed of the facts which authorize a
forfeiture, and when forfeited the arca shall again be subject to lease under the terms of the Relinquishment Act. However, nothing herein shall be construed as
waiving the automatic termination of this lease by operation of law or by reason of any special limitation arising hereunder. Forfeitures may be set aside and this
lease and all rights thereunder reinstated before the rights of another intervene upon satisfactory evidence to the Commissioner of the General Land Office of 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 lien upon all oil and gas produced from the area covered
bya.ﬁiﬂr.;ue 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
Stat?, in addition to the lien provided by Texas Natural Resources Code 52.136 and any other applicable statutory lien, an express contractual lien on and security
intg& 37 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
proc®s are held by Lessee or by a third party, and all fixtures on and improvements to the leased premises used in connection with the production or processing of
such |#ased minerals in order to secure the payment of all royalties or other amounts due or to become due under this lease and to secure payment of any damages or
loss_ma'&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
forech8@dPwith 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
Conﬂiﬁigﬂa may require Lessee to execute and record such instruments as may be reasonably necessary to acknowledge, artach or perfect this lien. Lessee hereby
represents titat 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, .
seesse
. .

o ;&. 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 mifi&al interest for the exploration, development and production of oil or gas or either of them upon the same terms as shall be approved by the School Land
Board and the Commissioner of the General Land Office for the pooling or unitizing of the interest of the State under this lease pursuant to Texas Natural Resources
Code 52.151-52.153. The owner of the soil agrees that the inclusion of this provision in this lease satisfies the 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, cmployees, and agents arising out of, incidental to, or resulting from, the operations of or for Lessee on the leased premises
hereunder, or that may arise out of or be occasioned by Lessce's breach of any of the terms or provisions of this Agreement, or by any other negligent or strictly liable
act or omission of Lessce. Further, Lessee hereby agrees to be liable for, exonerate, indemnify, defend and hold harmless the State of Texas and the owner of the soil,
their officers, employees and agents, their successors or assigns, against any and all claims, liabilities, losses, damages, actions, personal injury (including death),
costs and expenses, or other harm for which recovery of damages is sought, under any theory including tort, contract, or strict liability, including attomeys’ fees and
other legal expenses, including those related to environmental hazards, on the leased premises or in any way related to Lessee’s failure to comply with any and all
environmental laws; those arising from or in any way related to Lessee’s operations or any other of Lessee's activities on the leased premises; those arising from
Lessee’s use of the surface of the leased premises; and those that may arise out of or be occasioned by Lessee’s breach of any of the terms or provisions of this
Agreement or any other act or omission of Lessee, its dircctors, officers, employees, parters, agents, contractors, subcontractors, guests, invitees, and their respective
successors and assigns. Each assignee of this Agreement, or an interest therein, agrees to be liable for, exonerate, indemnify, defend and hold harmless the State of
Texas and the owner of the soil, their officers, employees. and agents in the same manner provided above in connection with the activitics of Lessee, its officers,
employees, and agents as described above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF THE INDEMNITY OBLIGATIONS
AND\OR LIABILITIES ASSUMED UNDER THE TERMS OF THIS AGREEMENT SHALL BE WITHOUT LIMITS AND WITHOUT REGARD TO
THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXISTING CONDITIONS), STRICT LIABILITY, OR THE NEGLIGENCE OF ANY PARTY
OR PARTIES (INCLUDING THE NEGLIGENCE OF THE INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE BE SOLE, JOINT,
CONCURRENT, ACTIVE, OR PASSIVE. pe True and Corract
ST copy of
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) 36. ENVIRONMENTAL HAZARDS. Lessee shall use the highest degree of care and all reasonable safeguards to prevent contamination or pollution of ‘
any environmental medium, including soil, surface waters, groundwater, sediments, and surface or subsurface strata, ambicnt air or any other environmental medium -
in, on, or under, the leased premises, by any waste, pollutant, or contaminant. Lessee shall not bring or permit to remain on the leased premises any asbestos
containing materials, explosives, toxic materials, or substances regulated as hazardous wastes, hazardous materials, hazardous substances (as the term *Hazardous
Substance™ is defined in the Comprehensive 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 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 Mma
VIOLATION OF THE FPREGOING PROHIBITION OR (II) THE PRESENCE, RELEASE, OR DISPOSAL OF ANY HAZARDOUS MATERIALS ON,
UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OR CONTROL OF THE LEASED PREMISES. LESSEE SHALL
CLEAN UP, REMOVE, REMEDY AND REPAIR ANY SOIL OR GROUND WATER CONTAMINATION AND DAMAGE CAUSED BY THE
PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE’S
OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITH THE REQUIREMENTS OF APPLICABLE LAW. THIS
INDEMNIFICATION AND ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE ACTIONS UNDERTAKEN
PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IMMEDIATELY GIVE THE STATE OF
TEXAS AND THE OWNER OF THE SOIL WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS PARAGRAPH, UPON
LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY GOVERNMENTAL
AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBLIGATIONS OF LESSEE
HEREUNDER SHALL SURVIVE THE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF THIS AGREEMENT.

37. APPLICABLE LAW. This lease is issued under the provisions of Texas Natural Resources Code 52.171 through 52.190, commonly known as the
Relinquishment Act, and other applicable statutes and amendments thereto, and if any provision in this lease does not conform to these statutes, the statutes will
prevail over any nonconforming lease provisions. 4

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

39. LEASE FILING. Pursuant to Chapter 9 of the Texas Business and Commerce Code, this lease must be filed of record in the office of the County
Clerk in any county in which all or any part of the leased premises is located, and certified copies thereof must be filed in the General Land Office. This lease is not
cffective until a certified copy of this lease (which is made and centified by the County Clerk from his records) is filed in the General Land Office in accordance with
Texas Narural Resources Code 52.183. Additionally, this lease shall not be binding upon the State unless it recites the actual and true consideration paid or promised
for exccution of this lease. The bonus due the State and the prescribed filing fes shall accompany such certified copy to the General Land Office. .

* See Exhibit "A"™ attached for additional lease provisions.

e Ty T

S LESSEE
BY:
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STATE STATE OF TEXAS
‘/BY' —_— BY:

Indf » and as agent for the State of Jexas RODeIr . _Debo ¢ Individually and as agent for the State of Texas
President o Hee];ern fﬁvestments + Inc. Tax ID#
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Date:; 101 -5 Date:

STATE OF W STATE OF TEXAS
/ BY: \ BY:

Individually and4s agent for the State of Texas Individually and as agent for the State of Texas

J.J. Meeker, Individually SS# '
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STATEO £ 18y (CORPORATION ACKNOWLEDGMENT)
counTy Giounty of San Diego

BEFORE ME, the undersigned authority, on this day personally appeared
known to me to be the person whose name is subscribed to the foregoing instrument, as of

mdachwwlcdgedlnmeﬂmh:exmdugm [

bfumwwmmhuquMmdumenmmumm
;19

Given under my hand and seal of office this the day of
Notary f‘nhllc in and for
STATE OFState of Caiifornia (CORPORATION ACKNOWLEDGMENT)
&ounty of San Diegd '
BEFORE ME, the undersigned authority, on this day personally appeared___ RObert W. Debolt
President of

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

Meeker Investments, Inc.
for the purposes and consideration thercin expressed, in the capacity stated, and as the act and deed of said corporation.
) ¥ dqayor © Chsloyy 19ﬂ§
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Public — California

Ay ,
i Notary Public in and for ALl J’ Qwﬁgjwu—e\,
" S04 DIEGO COUNTY

32 Mly Cormm. Expires MAR 27, 1999
e i e (INDIVIDUAL ACKNOWLEDGMENT)

and acknowledged to me that he executed the same

Given under my hand and seal of office this the

ELSIE COSTA
COMM. # 1036622

VRN

couiay gourty of San D

« Before me, the undersigned authority, oa this day personally appeared

knowrkrwg! 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

consideratiog therein expressed. ﬁl_ .
] 7= dayot DMober ,19 5%

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

J.J. Meeker, Individually

...!.:
A 2 ELSIE COSTA R
andess (A COMM # 1036492 i Notary Public in and for State of Calfiomia
. . : otary Public — Califomia 2 County of San Diego
mm 3 5 SAN DIFGO COUNTY !.’:
STATE OF i _/hfv Cormm. Ex; es MAR 27, 1999 (INDIVIDUAL ACKNOWLEDGMENT)

COUNTY OF Vi 0([
Before me, the undersigned authority, on this day personally appeared CZ(V?/ gﬂ/zlz%

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

day of 0%”’ o ]9? 8 *
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- 2’%“" M‘c;h‘lt.CA MARLOWE Notary Public in and for 7:44./#7"’
§ ¥*\ NOTARY PUBLIC §
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\\"“, Y Comm. Exp. 10-30-98 ¢
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consideration therein expressed.

Given under my hand and seal of office this the




“EXHIBIT A”

Attached to and made a part of Oil and Gas Lease
dated August 19, 1998 by and between Meeker Investments, Inc., by
Robert W. Debolt, President and J. J. Meeker, Individually, as
owner of the soil, and Clay Johnson, as Lessee.

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

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

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

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

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

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
* " os" the leased premises.
LE LA
*+4. *Notwithstanding any other provisions of this lease to the contrary, it is expressly understood and agreed that Lessee will not
* pollute any water aquifers or fresh water in, upon or under the leased premises, and Lessee agrees to notify the owner of the soil
o~ **"dn writing if fresh water is encountered during drilling, or if a fresh water formation is penetrated.
wee s
.
sshevq 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
"éamage to owner of the soil’s other land and crops.
o
» .

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

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

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

12. Lessee agrees to notify owner of the soil prior to drilling any well and upon completion

or plugging of any well. Owner of the soil can make reasonable inquiries with Lessee
regarding drilling information.
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General Land Office
Relinguishmnt Act Lease Form
Revised, September 1997

LY OIL AND GAS LEASE
THIS AGREEMENT is made and entered into this day of Auggﬁt 19 between the Statz of Texas, acting by and through its
agent,__Julian Wade Meeker, Danie ill Meeker an W er
T ; UWO J. R. Meel 3 13 <
6300 Ridglea Place, Snite 1008, Fort Worth, Texas 76116 . said agent
I (Give Permanent Address) : : :

herein referred to as the owner of the soil (whetheronc ormore), and___Clay Johnson
203 W, Wall. Snite 8
Midland, Texas 7970
(Give Permanent Address)

?0 of

hersinafler called Lesses.

1. GRANTING CLAUSE. For and in consideration of the amounts stated below and of the covenants and agreements to be paid, kept and performed by
Lesses 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 purposs of
prospecting and drilling for and producing oil and gas, laying pipe lines, building tanks, storing oil and building power stations, telephene lines and other stuctures
thereon, to preduce, save, take care of, treat and tansport said products of the lease, the following lands sitated in Reeves County, State
of Texas, to-wit: )

The North 280 acres of Section of 34, Block 55, Township 5,
T&P Ry. Co. Survey.

. a0
. @
. e
LELE ]
L
-.e - -
contaiaing 280 acres, more or Jess. The bonus consideration paid for this leass is as follows:
L LR ]
e To the Statz of Texas: I'wvo Thousand Three Hundred Thirty-three and 25/100---
. Dellars (S v e B T P L TS
LL L L L]
'. . Tothe ownerofthe seil: TWO Thousand Three Hundred Thirty-three and 25/100--—-
" Dollars (S 2:333.25 ) :
(A X R LY ]
4 e Total bonus consideraticn;_ Four Thousand Six Hundred Sixty-six and 50/100---—--
sseses Dollars (S__4, A6 .50 ) :
The total bonus consideration paid represents a bonus of Fifty and No/100—————-cc e e —— =
Doilars (S 50.00 ) peracre,on 93, 33 netacres.
2 TERM. Subject to the other provisions in this lense..mislc:s:shallbcforat:mof Five (5) years from this date

(herein called "primary t1erm™) and as long therzafter as oil and gas, or either of them, is preduced in paying quantities from said land.
As uscd in this lease, the term "producsd in paying quantities® means that the receipts from the sale or other autherized commercial use of the substancs(s) coversd
exceed out of pockst bperational expeases for the six months last past.

3 Delay Rentals: If oil or gas in paving 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 muluplied 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 Turther continue for successive one-
year periods during the primary term of this lease provided that payment is made on or before the anniversary date ’

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

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




. 4. PRODUCTION ROYALTIES. Upon production of oil and/or gas, Lessee a.gr:l::s 10 pay or cause to be paid onc-half (1/2) of the royalty
provided for in this lease to the Commissioner of the General Land Office of the State of Texas, at Austin, Texas, and one-half (1/2) of such royalty to the owner of

_the snil: ‘ - ; -
(A) OIL. Royalty payabic on oil, which is defined as inciuding all hydrocarbons producsd in a liquid form at the mouth of the vl and also a6 all
condensate, distillate, and other liquid hydrocarbons recovered from oil or gas run through a separator or other equipment, as herzinafter 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 alike type and gravity in the general arca where produced and when nm, or 2) the highest marks=t price thereof offered or paid in e
g=neral area where produced and when run, or 3) the gross proceeds of the sale thereof, whichever is the greater. Lesses agrees that before any gas preduced from the
leased premiscs is sold, used or proczssed in a piant, it will be run free of cost to the royalty owners through an adequate oil and gas scperator of conventional Type, or
other equipment at least as efficient, so that all liquid hydrocarbons recoverable from the gas by such means will be recoversd. The requircment that such gas be mun
through a separator or other equipment may be waived in writing by the royalty owners upon such tems and conditions as they prescribe.

(B) NON PROCESSED GAS. Royalty on any gas (including flared gas), which is defined as all hydrocarbens and gaseous substances not defined
as oil in subparagraph (A) above, producsd from any well on said Iand (except as provided herein with respect to gas processed in a plant for the extraction of
gasoline, liguid hydrocarbons or other products) shall be 3/16 ____part of the gross production or the market value thereof, at the option of the
owner of the soil or the Commissioner of the General Land Offics, such value to be based on the highest market price paid or offered for gas of comparable quality in
the general arca where produced and when run, or the gress prics paid or offered to the producsr, whichever is the greater; provided that the maximum pressure base
in measuring the gas undzr this lease shall not at any time exceed 14.55 pounds per square inch absolutz, and the standard base temperature shall be sixty (60)
dz3rees Fahrenheit, correction to be made for pressure according to Boyle's Law, and for specific gravity according to tests made by the Balancz Method or by the

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

< PR SED GAS. Royalty on any gas procsssed in a gascline plant or other plant for the recovery of gasoline or other liquid hydrocarbens
shal] be 3 part of the residue gas and the liquid hydrecarbons extracted or the market value thereof, at the option of the
owner of the scil or the Commissioner of the General Land Cffics. All royalties due herein shall be based on one hundred percent (100%) of the tctal plant
production of residue gas atriputable to gas producsd Som this lease, and on fifty percent (50%%), or that percent accruing to Lessee, whichever is the freater, of the
:ot.'i.l.pl.a:.u production of liquid hydrccarbons artributakle to the gas produced from this lease; provided that if liquid hydrocarbons are recoversd from gas processad
in @ pdantdn which Lesses (or its parent, subsidiary or affiliate) owns an interest, then the percentags applicable to liquid hydrocarbons shall be fifty percent (50%) or
the Righlst percent accruing o a third party procsssing gas through such plant under 2 procsssing agreement negotiazed at arm's length (or if there is no such third
pagy R highest percant then being specified in processing agreements or contracts in the industry), whichever is the greater. The respective royalties on residue gas
and th lighid hydrocarbons shall be determined by 1) the highest mzrk=: price paid or offercd for any gas (or liquid hydrecarbens) of comparabie quality in the
generl area, or 2) the gross prics paid or offered for such residue gas (or the weighted average gross szlling price for the respective grades of liquid hydrocarbons),
wh.imlwlr.is the greater. In no event, however, shall the royalties payable under this paragraph be less than the royalties which would have beza due had the gas not

beempmesssed.
L]
S :(D) OTHER PRODUCTS. Royalty on carben black, sulphur or any other products produced or manufactursd fem gas (excepting licuid hydrocarbons)
whethgr said gas be “casinghead,® "drv,” or any other 3as, by fractionating, burning or any other precessing shall be . 16 partof the

gross prodyction of such products, or the markst value thereof, at the cption of the owner of the scil or the Commissicrer of the General Land Office, such market
valtg 4P 8§ determined as follows: 1) on the basis of the highest market price of cach product for the s2ame month in which such product is produczd, or 2) on the
asis of thg averags zross sale price of cach product for the same month in which such products are produced; whichever is the greater.

ssesee
ﬁ\d * %s. MINIMUM ROYALTY. Curing 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 hersin provided; otherwise, there shail be due and payabie on or
j\ fore 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. 1£Rersgeaph-Iofthisteascdoes ot specifrsdetay rentai-amountthen for the purposes of this paragraph, the delay reatal amount shall be one

dollar (51.00) per acre.

6. ROYALTY DN KIND. Norwithstanding any other provision in this lease, at any time or from time to time, the owner of the soil or the Commissicner
of the General Land Office may, at the option of either, upen not less than sixty (60) days notics to the holder of the lease, require that the payment of any royaltics
accruing to such royalty owner under this lease be made in kind. The owner of the soil's or the Commissicner of the General Land Office's right to tzke 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 preducts
herzunder ready for sale or use. Lessec agrees to compute and pay royalties on the gross value received, including any reimbursements for severance taxes and
produc:ion related costs.,

8. PLANT FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as may represent this lease's proportionats shars of any fuel used o
process gas produced hereunder in any procsssing plant. Norwithstanding any other provision of this lease, and subject to the written consent of the owner orm_c soil
and the Commissioner of the General Laad OfTice, Lessee may recycle gas for gas lift purposes cn the leased premises or fer injection into any cil or gas producing
formation underlying the lzased premises after the liquid hydrocarbens contained in the gas have besn removed; no royalties shall be payzble on the recycled 835
until it is produczd 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 rovalties not taken in kind shall be paid to the Commissioner of the General Land Office &t 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 curreatly provids that royalty on oil is fu:
and must be receivad in the General Land Offics on or bsfore the Sth day of the secend month succezding the month of production, and royalty on 2as is ‘_:"'c,“"%”__
must be rezeived in the Geaeral Land Offics on or before the 15th day of the second month succzzding the month of production, accompanicd by the afficavil i ¢
owner, manager or other autherized agznt, completed in the form and manner prescribed by the General Land Offics and showing the gross amount and dig;?s:llc:ﬁf
all oil and zas produced and the market value of the oil and gas, together with a copy of all documents, records or reperts confiming the zress production Gapouiies
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and market value including gas meter readings, pipeline receipts, gas line receipts and other checks or memoranda of amount produced and put into Pipelines, tanks,
or pools and gas lines or gas storage, and any other reports or records which the General Land Office may require to verify the gross production, disposition and
market value. In all cases the authority of a manager or agent to act for the Lessee herein must be filed in the General Land Office. MMUPMMIM
u:cnmpaniedbylchukmb.uhedﬂgmnmaquo&umdmutdﬁumw;bymeuﬁpﬂdsmaﬂIzndOﬁﬁeel:uenumbwtheImountofmyuqb,h‘
paid on each lease. RLampmhismyﬂtyouwbcfomthiquO)dayslﬂuhmﬂqmmwmmlmuma;:\ah-;;fst’-mi:gmm“
$25.00, whichever is greater. AmyﬂtyptymentwhichismminyBO)d:yslmshllmapmﬂfyoﬂmdﬂumyﬂlydueorm.oowm:hnuism_
In addition to a penalty, royalties shall accrue interest at a rate of 12% per year; such interest will begin accruing when the royalty is sixty (60) days overdue.
Affidavits and supporting gocuments which are not filed when due shall incur a penalty in an amount st by the General Land Office administrative rule which is
effective on the date when the affidavits or supporting documents were dus. The Lesses shall bear 2l responsibility for paying or causing royalties to be paid as
prescribed by the due datz provided herein. Payment of the delinquency penalty shall in no way operatz 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 portion of the royalty in dispute as to fair market value. . ¢

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually furnish the Commissioner of the General Land Office with
its best possible estimate of oil and gas reserves 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 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 Atomecy General, the Govemor, or the representative of any of them. i

(B) PERMITS, DRILLING RECORDS. Written notice of all operations oa this lease shall be submitted to the Commissioner of the General
Land Office by Lessee or operator five (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 1o 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 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
requts®8 by the General Land Office, in addition to those herein expressly provided for. Lessee shall have an electrical and/or radioactivity survey made oa the
borethal® 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, Togeof cach survey on each well to the General Land Office within fifteen (15) days after the making of said survey. s

. L]

L (C) PENALTIES. Lessce shall incur a penalty whenever reports, documents or other materials are not filed in the General Land Office when
dueamgnﬂlyfwlucﬁlingshdlbesetbyme General Land Office administrative rule which is effective on the date when the materials were due in the Geaeral

Lah¢ O

L ] .

*e***s1l. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, during the primary term hereof and prior to discovery and production
of oil pr gas on said land, Lessee should drill a dry hole or holes thercon, or if during the primary term hereof and after the discovery and actual production of oil or
gas 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 from
damsofeempletion of said dry hole or cessation of production Lessee commences additional drilling or reworking operations thercon, or pays or tenders the next
annual delay rental in the same manner as provided in this lease. If] during the last year of the primary term or within sixty (60) days prior thereto, a dry hole be
co-rluufand 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
untif the expiration of the primary term; and if Lessce has not resumed production in paying quantitics at the expiration of the primary term, Lesses may maintain this
lease by conducting additional drilling or reworking operations pursuant to Paragraph 13, using the expiration of the primary term as the date of cessation of
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 datz of completion of such shut-in oil or gas well and upon the failure to make such payment, this lease shall ipso facto
terminate. If at the expiration of the primary term or any time thereafter a shut-in oil or gas well is located on the leased premises, payments may be made in
accordance with the shut-in provisions 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 leasz shall remain in forees 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 been assigned a well number by the state agency havin_g
jurisdiction over the production of oil and gas. If, at any time after the expiration of the primary term of a lease that, until being shut in, was being maintained in
force and effect, a well capable of producing oil or gas in paying quantities is located on the leased premises, but oil or gas is not being produced for lack of suitable
production facilities or lack of a suitable market, then Lessee may pay as a shut-in oil or gas royalty an amount equal to double the annual rental provided in the
lease, but not less than $1,200 a year for cach well capable of producing oil or gas in paying quantites. 3 :
armouni-ihen for the purposes of this paragraph, the delay rental amount shall be one dollar ($1.00) per acre. To be effective, each initial shut-in oil or gas royalty
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mustbepaidonorberom:(l)theuphﬁonofﬂ:epﬁmrymmw&ysnnau:eLesseemmpmdmoilot;ahmmelasedpzmisu,ocmsoday,

after Lessee completes a drilling or reworking operation in accordance with the lease provisions; whichever date is latest. Such payment shall be made one-half (1/2)

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

15. COMPENSATORY ROYALTIES. If, during the pericd the lease is kept in effect by payment of the shut-in oil or gas royalty, oil or gas is sold and
d:livmdinpayin‘quanﬁﬁesﬁomawenbmdwimmmnmd(l,ﬁoo)fctoﬁheleuedmlmndmmplmdhmemcpmdnchgmnh.orinmy
casc in which drainage is occurring, the right to continue to maintain the lease by paying the shut-in oil or gas royalty shall cease, but the lease shall remain effective
for the remainder of the year for which the royalty has been paid. The Lesses may maintain the lease for four more successive years by Lessee paying compensatory
roy:.ltynlheroyallyﬂ:cpmﬁdedhdselmcofﬂnmn‘kuvﬂueotpmducdonﬁ'ommmm‘mmwwmkmplmdhhmcm‘
reservoir and within one thousand (1,000) feet of the leased premises. The compensatory royalty is to be paid monthly, one-half (1/2) to the Commissioner of the
General Land Office and one-half (1/2) to the owner of the soil, beginning on or before the last day of the month following the month in which the oil or gas is

produced from the well causing the drainage or that is completed in the same producing reservoir and located within one thousand (1,000) feet of the leased premises.

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

accordance with Paragraph 9 of this lease. None of these provisions will relicve Lessee of the obligation of reasonable development nor the obligation to drill 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,
payment of compensatory royalties can satisfy the obligation to drill offset wells. .

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

(A) VERTICAL. In the 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 10 all of the leased premises, EXCEPT (1) 40 acres surrounding cach oil well capable of producing in paying quantities and 320 acres surrounding cach gas well
capable of producing in paying quantities (including a shut-in oil or gas well as provided in Paragraph 14 hereof), or a well upon which Lessez is then engaged in
cortialidus 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,%r (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
ang’rt@figtions of the Railroad Commission of Texas, or amy successor agency, or other governmental aathority having jurisdiction. If at any time after the effective
dat# 8f 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
thercafter allocated to said well or wells for production purposes, this lease shall thereupon terminate as to all acreage not thereafter allocated to said well or wells for
pn':dmtiog purposes. Notwithstanding the termination of this lease as to a portion of the lands covered hereby, Lessee shall nevertheless continue to have the right of
ingreasets 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 | hereof (“the retained lands®), for access to and from the

rei§itd 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
tertdreate §s to all depths below 100 feet below the total depth drilled (hercinafter *decper depths”) in cach well located on acreage retained in Paragraph 16 (A)
above, uniess 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
conesderation for this lcase (as specified on page 1 hereof). If such amount is paid, this lease shall be in force and effect as to such deeper depths, and said
termination shall be delayed for an additional period 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.

(C) IDENTIFICATION AND FILING. The surface acreage retained hercunder as to each well shall, as nearly as practical, be in the form of a square with
the well located in the center thereof, or such other shape as may be approved by the Commissioner of the General Land Office. Within thirty (30) days after partial
termination of this lease as provided herein, Lessee shall execute and record a release or releases containing a satisfactory legal description of the acreage and/or
depths not retained hereunder. The recorded release, or a certified copy of same, shall be filed in the General Land Office, accompanied by the filing fee prescribed
by the General Land Office rules in effect on the date the release is filed. If Lessee fails or refuses to execute and record such release or releases within ninety (90)
days after being requested to do so by the General Land Office, then the Commissioner at his sole discretion may designate by written instrument the acreage and/or
depths to be released hereunder and record such instrument at Lesses's expense in the county or counties where the lease is located and in the official records of the
General Land Office and such designation shall be binding upon 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, recziver or other agent in control of the leased premises shall drill as many
wells as the facts may justify and shall use appropriate means and drill o a depth necessary to prevent undue drainage of oil and gas from the leased premises. In
addition, if oil and/or gas should be produced in commercial quantities within 1,000 fest of the leased premises, or in any case where the leased premises is being
drained by production of ail or gas, the Lessee, sublessee, receiver or other agent in control of the leased premises shall in good faith begin the drilling of a well or
wells upon the leased premises within 100 days after the draining well or wells or the well or wells completed within 1,000 feet of the leased premises start producing
in commercial quantities and shall prosecute such drilling with diligence. Failure to satisfy the statutory offsct obligation may subject this lease and the owner of the
soil's agency rights to forfeiture. Only upon the determination of the Commissioner of the General Land Office and with his written approval may the payment of
compensatory royalty under applicable stamtory parameters satisfy the obligation to drill an offset well or wells required under this paragraph.

18. FORCE MAJEURE. If, after a good faith effort, Lessee is prevented from complying with any express or implied covenant of this lease, from
conducting drilling operations on the leased premiscs, or from producing oil or gas from the lcased premises by reason of war, rebellion, riots, strikes, acts of God, or
any valid order, rule or regulation of government authority, thea while so prevented, Lessee's obligation to comply with such covenant shall be suspended and Lesses
shall not be liable for damages for failure to comply with such covenants; additionally, this lease shall be extended while Lessee is prevented, by any such cause,
from conducting drilling and reworking operations or from producing oil or gas from the leased premises. However, nothing in this paragraph shall suspend the
payment of delay rentals in order to maintain this lease in effect during the primary term in the absence of such drilling or reworking operations or pmduc:ian 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
paymuowedonthelcasedpmnisu.thenl.muuuyr:dccmlherig,lu:ormeowwonhemilinlbekmdpmisubypayinllﬂymmtnuoromqlm
on the leased premises. If Lessee makes payments on behalf of the owner of the soil under this paragraph, Lesses may recover the cost of these payments from the
rental and royalties due the owner of the soil.

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soil owns less than the entire undivided surface estate in the aboye
dtscribedImd.whcdxerornochssce'sinmisspeciﬁdhmin,mmthemyﬂﬁsandmulbacinpmidedmbepﬁdm!heumoﬂhesoilshallbepﬁdbhhn
in the proportion which h interest bears to the entire undivided surface estate and the royalties and rental herein provided to be paid to the Commissioner of the
General Land Office of the State of Texas shall be likewise proportionately reduced. However, before Lessee adjusts the royalty or rental due to the Commissioner of
the General Land Office, Lesses or his authorized representative must submit to the Commissioner of the General Land Office a written statement which explains the
discrepancy between the interest purportedly leased under this lease and the actual interest owned by the owner of the soil. The Commissioner of the General Land
Office shall be paid the value of the whole production allocable to any undivided interest not covered by a lease, less the proportionate development and production
cost allocable 1o 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, o, if after the expiration of the primary term, the number of acres actually retained and covered by this lease.

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

without the prior consent of the owner of the soil.

22. AUTHORIZED DAMAGES. Lessee shall pay the owner of the soil for damages caused by its operations to all personal property, improyements,
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.

«"*3°24. WELL LOCATION LIMIT. No well shall be drilled nearer than two hundred (200) feet to any house or bam now on said premises without the
writt2f! corSent of the owner of the soil. -
L]

o**** 5. POLLUTION. In developing this arsa, Lesses shall use the highest degree of care and all proper safeguards to prevent pollution. Without limiting the
fore gotee pollution of coastal wetlands, natural waterways, rivers and impounded water shall be prevented by the use of containment facilities sufficient to prevent
spillage, seepage or ground wat~r contamination. In the event of pollution, Lessee shall use all means at its disposal to recapture all escaped hydrocarbons or other
polflﬁa?ﬁ%‘d 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 1o protect livestock against loss, damage or injury; and upon completion or abandonment of any well or wells, Lessee shall fill and level all
slush pits agd cellars and completely clean up the drilling site of all rubbish thercon. Lessee shall, while conducting operations on the leased premises, keep said
preftdst$ fife of all rubbish, cans, bottles, paper cups or garbage, and upon completion of operations shall restore the surface of the land to 2s near its original
condition agd contours as is practicable. Tanks and equipment will be kept painted and presentable.

seesed

* 3s. REMOVAL OF EQUIPMENT. Subject to limitations in this paragraph, Lesses shall have the right to remove machinery and fixtures placed by
Lessez 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, Lessce may not remove casing from any well capable of producing oil
and gas in paying quantities. Additionally, Lesses may not draw and remove casing until after thirty (30) days written notice to the Commissioner of the General
Land Office and to the owner of the soil. The owner of the soil shall become the owner of any machinery, fixtures, or casing which are not timely removed by Lessee

under the terms of this paragraph.

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

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

(1) anominez of the owner of the soil; X y ;g
(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 partmership in which the owner of the soil is a partner or is an employee of such a‘panncrship; N

(4) a principal stockholder or employee of the corporation which is !.hg owner of the soil; - True and Correet

(5) a partner or employee in a parmership which is the owner of the soil; ; ! copy of _
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(6) a fiduciary for the owner of the soil; including but not limited to a guardian, trustee, executor, administrator, receiver, o conservator for the
owner of the soil; or
(7) afamily member of the owner of the s0il or related to the owner of the soil by marriage, blood, or adoption.

28. RELEASES. Under the conditions conuincdmmkpmhmdrmphn.mmuanyﬁmeexrmmddelhermﬂtemerorm”n ]
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 subseq obligations as to acreage surreadercd. If any part of this leasc is properly surrendered, the delay rental due under this lease shall be reduced
bythepmponionlh.lsu;::&umderedmagebmmmemagewhichwnmuedbythkhachnmedm:lypﬁmmsuchmdmhommmhrt!c:sewil]
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 Offics.

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 partics. Any collateral agreements conceming the
development of oil and gas from the leased premises which are not contained in this lease render this lease nvalid.

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

32. FORFEITURE. If Lessee shall fail or refuse to make the payment of any sum within thirty days after it becomes due, or if Lessee or an authorized
agent should knowingly make any false return or false report conceming production or drilling, or if Lessee shall fail or refuse to drill any offset well or wells in good
faith as required by law and the rules and regulations adopted by the Commissioner of the General Land Office, or if Lessee should fail w file reports in the manner
required by law or fail to comply with rules and regulations promulgated by the General Land Office, the School Land Board, or the Railroad Commission, or if
Lessee should refuse the proper authority access to the records pertaining to operations, or if Lesses or an authorized agent should knowingly fail or refuse to give
corrget jgformation 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
vidig® gy’ 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
:cqwj;md&r this lease shall be subject to forfeiture by the Commissioner, and he shall forfeit same when sufficiently informed of the facts which authorize a
forf:.iqn:. $nd when forfeited the area shall again be subject to lease under the terms of the Relinquishment Act. However, nothing herein shall be construed as
wnivulg the automatic termination of this lease by operation of law or by reason of any special limitation arising hercunder. 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
Gol'lé‘!l:ngt with the provisions of the law and of this lease and the rules and regulations that may be adopted relative hereto.

esewesd. 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 tiis leas® to secure payment of all unpaid royalty and other sums of money that may become due under this lease. By acceptance of this lease, Lessee graats the
State, n addition to the lien provided by Texas Natural Resources Code 52.136 and any other applicable starutory lien, an express contractual lien on and security
interest in 4l leased minerals in and extracted from the leased premises, all proceeds which may accrue to Lessee from the sale of such leased minerals, whether such
proceeds are held by Lessee or by a third party, and all fixtures on and improvements to the leased premises used in connection with the production or processing of
such leasedminerals 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" i Caksor 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 necsssary to acknowledge, artach or perfect this lien. Lessee hereby
represents that there are no prior or superior liens arising from and relating to Lessee's activities upoa 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 [ease forfeited as provided

herein.

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

Resources Code 52.152.

35. INDEMNITY. 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 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 liab_le
act or omission of Lessee. Further, Lessee hereby agrees to be liable for, exonerate, indemnify, defend and hold harmless the State of Texas and the owner of the soil,
their officers, employees and agents, their successors or assigns, against any and all claims, liabilities, losses, damages, actions, personal injury (including death),
costs and expenses, ar 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 activitics on the leased premises; those arising from
Lessee's use of the surface of the leased premises; and those that may arise out of or be occasioned by Lessee’s breach of any of the terms or provisions of this )
Agreement or any other act or omission of Lessee, its directors, officers, employees, parmers, agents, contractors, subcontractors, guests, invitees, and their respective
successors and assigns. Each assignee of this Agreement, or an interest therein, agrees o be liable for, exonerate, indemnify, defend and hold harmless the State of
Texas and the owner of the s0il, their officers, employees. and agents in the same manner provided above in connection with the activitics of Lessee, its officers,
employees, and agents as described above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF THE INDEMNITY OBLIGATIONS
AND\OR LIABILITIES ASSUMED UNDER THE TERMS OF THIS AGREEMENT SHALL BE WITHOUT LIMITS AND WITHOUT REGARD TO
THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXISTING CONDITIONS), STR]CT 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 i
any environmental medium, including soil, surface waters, groundwater, sediments, and surface or subsurface strata, ambient air or any other environmental 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 asbesios

- containing materials, explosives, toxic materials, or substances regulated as hazardous wastes, hazardous materials, hazardous substances (as the term *Hazardove
Substance™ is defined in the Comprehensive Eavironmental Response, Compensation and Liability Act (CERCLA), 42 US.C. Sections 9601, et seq.), or oxic
subsunc:sundcrmyhdﬂmwlwmmMnrMﬁqumMMMMmeinaonncu]oawithonmdm
exploration and develo t operations and stored in the usval manner and quantities. LESSEE'S YIOLATION OF THE FOREGOING PROHIBITION
SHALL CO ‘A MATERIAL BREACH AND DEFAULT HEREUNDER AND LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND
DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST ANY CLAIMS, DAMAGES, JUDGMENTS, PENALTIES,
LIABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS® FEES AND COURT COSTS) CAUSED BY OR ARISING OUT OF ma
VIOLATION OF THE FOREGOING PROHIBITION OR (II) THE PRESENCE, RELEASE, OR DISPOSAL OF ANY HAZARDOUS MATERIALS ON,
UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OR CONTROL OF THE LEASED PREMISES. LESSEE SHALL‘
CLEAN UP, REMOVE, REMEDY AND REPAIR ANY SOIL OR GROUND WATER CONTAMINATION AND DAMAGE CAUSED BY THE
PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE’S
OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITH THE REQUIREMENTS OF APPLICABLE LAW. THIS
INDEMNIFICATION AND ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE ACTIONS UNDERTAKEN
PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IMMEDIATELY GIVE THE STATE OF
TEXAS AND THE OWNER OF THE SOIL WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS PARAGRAPH, UPON
LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY GOVERNMENTAL
AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBLIGATIONS OF LESSEE
HEREUNDER SHALL SURVIVE THE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF THIS AGREEMENT.

. 37. APPLICABLE LAW. This lease is issued under the provisions of Texas Natural Resources Code 52.171 through 52.190, commonly known as the
Relinquishment Act, and other applicable 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. .

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

® *° 39. LEASE FILING. Pursuant o Chapter 9 of the Texas Business and Commerce Code, this lease must be filed of record in the office of the County
Cit &' any county in which ail 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
effétive lindl 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
Texa8 Narural Resources Code 52.183. Additionally, this lease shall not be binding upon the State unless it recites the actual and true consideration paid or promised
foy tréctijion of this lease. The bonus due the Staze and the prescribed filing fe= shall accompany such certified copy to the General Land Office.

*See*'t%Xhibit "A"™ attached fty/diit‘i/qga lease provisions, signatures and

acknogledgments.
i -

o LESSEE 7 7
.:.'.: BY: ’
geees TITLE: it
Tl
STATE OF TEXAS STATE OF TEXAS

BY:
Individually and as agent for the State of Texas

BY:
Individually and as agent for the State of Texas

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

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

Date:

Date:
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STATE OF (CORPORATION ACKNOWLEDGMENT)

COUNTY OF,

BEFORE ME, the undersigned authority, on this day personally appeared . e
o

knownmm:mbed:c#:mwbounmeismbsm‘bedmlhefoﬁpin;hmmnu
ngedmmmhwmm S
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 a
Notary Public in and for
STATE OF (CORPORATION ACKNOWLEDGMENT)
COUNTY OF

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

known to me to be the person whose name is subscribed to the foregoing instrument, as
and acknowledged to me that he executed the same
for the purposes and consideration therein expressed, in the capacity stated, and as the act and deed of said corporation.

-.--.Givenundermyhmdmdsnlo{oﬂicethisthc day of , 19
. oo .
LA LR ]
.
.e .
Notary Public in and for

sura.og

COUNTY OF

.
Sssvan

. Before me, the undersigned authority, oa this day personally appearsd
L ]

(INDIVIDUAL ACKNOWLEDGMENT)

known 10 me 1o be the persons whose names are subscribed to the foregoing instrumeant, and acknowledged o 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.
19 .

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

Notary Public in and for

——_  True and Correct
/}*’}ﬁ’:\ copy of
(9 )*) Original filed in
@.—~// Reeves County

N élerks 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 premises and that
. oo0nly those structures which are reasonably necessary for production facilities or tank batteries shall be erected on the surface of

*,* .. the leased premises.

LA L L]

7’ flotwithstanding 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.
ase s

'ﬁfﬂiessee 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
."“d.amage to owner of the soil’s other land and crops.
L] -
«Jesd9pon written demand by owner of the soil, Lessee shall build and maintain fences around its slush, sump and drainage pits and
* tink 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 ish the owner of the soil with a copy
of any such document. /%—'
; _ g
i % o/ % %/

Julian Wade?fcekcr, Trustee UWO J.R. © Baniel Hill Meeker, Trustee UWO J. R.

Meeker for Eifetime Benefit of L. H. Meeker Meeker for Lifetime Benefit of L. H. Meeker

Date: jﬂ%mzlg /d], /’?6/-57
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Original filed in
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STATE OF TEXAS  §
COUNTY OF Tar7di §

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 toyme that they executed the same for the purposes and consideration therein expressed.

Given under my hand and seal this the 4 -
OO LEOTCHTHACHITTT

.ﬂ*"q‘:"':-,}‘\ NATASHA J. LYMAN

Al AL =% NOTARY PUBLIC

‘ ﬁ | STATE OF TEXAS

"a“‘/‘&‘ My Comm. Exp. 10-31-98

i

STATE OF TEXAS §
COUNTY OF Jarrants
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 instrurment, and
acknowledged to me that they executed the same for the purposes and consideration therein expressed.

. o
e on: Given u@emyﬁmdmd'seai this:theo day o , 1998.
LI LN el NATASHA J. LYMAN ]
g 8 ; 4 NOTARY :-Lﬂuc

5 STATE OF TEXAS

e * My Comm. Exp. 10-31-98

.:...5

STATE OF TEXAS §

.....: -

COUNTY OF Jarrants

O...D:

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 foregoing
instrument, and acknowledged to me that they executed the same for the purposes and consideration therein expressed.

Give;;nndﬁr.my}hand and seal this the: 40/ day of 26 A_Zi; ﬁ -l , 1998.

i
- - ¢ 4 - ¥

a
‘v
4]
R
/
4

STATE OF TE,XA,S
COUNTY OF MIDLAND §

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

Given under my hand and seal this the 7—8 day of , 1998.

e ot mw:;nm(
P assiion MONICA MARLOWE :
{ o

85 c otary Public in and for

£57 A3 'NOTARY PUBLIC Notary Public in and f P2
.-r-;‘-. I‘\’q :':=1' St'\tﬂ 0‘ T'? as z
epetd Comm. Exp. 10-30-98

True and Correct
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General Land Office

Relinquishmnt Act Lease Form
Revised, September 1997
OIL AND GAS LEASE
THIS AGREEMENT is made and entered into this 1 9 _dayof August 19 98 |, between the State of Texas, acting by and through its
agen g S s > =
of
801 Cherry Street, Suite 1500, Fort Worth, Texas 76102 said agent
(Give Permanent Address) =
herein referred to as the owner of the soil (whether one ormore),and__Clay Johnson -
03 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, 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
thercon, to produce, save, take care of, treat and transport said products of the lease, the following lands situated in Reeves County, State
of Texas, to-wit: ;

The North 280 acres of Section of 34, Block 55, Township 5,
T&P Ry. Co. Survey.

. "8
. o0 !
L LN
- . -
contdifing” 280 acres, more or less. The bonus consideration paid for this lease s as follows:
.. To the State of Texas: ixty-six and 67/100 — -
- Dollars (S__1,166.67 )
. )
et To the owner of the soil:_One Thousand One Hundred Sixty-six and 67/100
. Dollars(S___1,166.67 =) ,
ogeeel Total bonus consideration;__1WO_Thousand Three Hundred Thirty-three and 34/100---————————-
. Dollars (S___ 2 ,333.34 ) :
.:. C.:
The total bonus consideration paid represents a bonus of Fifty and No/100-—-—————— oo ——
Dollars (§ 50.00 ) peracre,on 4R, AR7  net acres.
2. TERM. Subject to the other provisions in this I:asé. this lease shall be foratermof __Five (5) years from this date

(herein called "primary term™) and as long thereafer as cil and gas, or cither of them, is produced in paying quantities from said l.and.
As used in this lease, the term "produczd in paying quantitics™ means that the reczipts from the sale or other authorized commercial use of the substance(s) coversd

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

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

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 $ 100
Second $ 100
Third 5 16.67
Fourth $16.67
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. 4. PRODUCTION ROYALTIES. Upon production of oil and/or gas, Lessee asrc'es 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 onc-half (1/2) of such royalty to the owner of

the soil:

(A) OIL. Royalty payable on 0il, which is defined as including all hydrocarbons produced in a liquid form at the mouth of the well and also as aj]
_ condensate, distillate, and other liquid hydrocarbons recovered from oil or gas run through a separator or other equipment, as herzinafter provided, shall be
3/16 part of the gross production or the market value thereof, at the option of the owner of the soil or the Commissioner of the

General Land Office, such value to be determined by 1) the highest posted price, plus premium, if any, offered or paid for oil, condensate, distillate, or other liquid
hydrocarbons, respectively, of a like type and gravity in the general arca where produced and when run, or 2) the highest market price thereof offered or paid in the
general area where prodided 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 and gas separator of conventional type, or
other equipment at least as efficient, so that all liquid hydrocarbons recoverable from the gas by such means will be recovered. The 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 /16 ___part of the gross production or the market value thereof, at the ootion 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.

()] Pgl?f%SSED GAS. Royalty on any gas processed in a gasoline plant or other plant for the recovery of gasoline or other liquid hydrocarbons
shall be part of the residuc gas and the liquid hydrocarbons extracted or the market value thereof, at the option of the
owmer of the soil or the Commissioner of the General Land Office. All royalties due herein shall be based on one hundred percent (100%) of the total plant
production of residue gas attributable to gas produced from this lease, and on fifty percent (50%), or that percent accruing to Lessee, whichever is the greater, of the
total plant production of liquid hydrocarbons attributable to the gas produced from this lease; provided that if liquid hydrocarbons are recovered from gas processed
in asplast 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 sfgheSt percent accruing to a third party processing gas through such plant under 2 processing agreement negotiated at arm's length (or if there is no such third
pariy, he highest percent then being specified in processing agreements or contracts in the industry), whichever is the greater. The respective royalties on residue gas
an¥l qp"lidhid hydrocarbons shall be determined by 1) the highest market price paid or offered for any gas (or liquid hydrocarbons) of comparable quality in the
genegal 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),
;vhig.l;c_vgr 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
su] progeased.

ssns .:(D) OTHER PRODUCTS. Royalty on carbon black, sulphur or any other products produced or manufactured from gas (excepting liquid hydrocarbons)
whether sdid gas be “casinghead,” *dry,” or any other gas, by fractionating, bumning or any other processing shall be 3/16 part of the
gross'broduction 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
valug Jg 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
basi® of th® average gross sale price of cach product for the same month in which such products are produced; whichever is the greater. i
2 ¢
*e®* 5. MINIMUM ROYALTY. During any year after the expiration of the primary term of this lease, if this lease is maintained by production, the royalties
paid under this lease in no event shall be Jess than an amount equal to the total annual delay rental herein provided; otherwise, there shzil be due and payable on or
before the last day of the month succeeding the anniversary date of this lease a sum equal to the total annual rental less the amount of royalties paid during the
preceding year. [fParagraph-3-ofthislease-dees-notspecifiadela al-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 provisioa 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 royalties
accruing to such royalty owner under this lease be made in kind. The owner of the soil's or the Commissioner of the General Land Office’s right to take its royalty in
kind shall not diminish or negate the owner of the soil's or the Commissioner of the General Land Office's rights or Lessee's obligations, whether express or implied.

under this lease.

7. NO DEDUCTIONS. Lesses agrees that all royalties accruing under this lease (including those paid in kind) shall be without deduction for the cost of
producing, gathering, storing, separating, treating, dehydrating, compressing, processing, 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 proportionat= 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 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 Officz on or before the 15th day of the second month succeeding the month of production, accompanied by the affidavit mec
owner, manager or other authorized agent, completed in the form and manner prescribed by the General Land Office and showing the gross amount 2nd 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 confimming the gross production, disposition
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and market valuc including gas meter readings, pipeline receipts, gas line receipts and other checks or memoranda of amount produced and put into Pipelines, tanks
or pools and gas lines or gas storage, and any other reports or records which the General Land Office may require to verify the gross production, dispositionand
market value. In all cases the authority of a manager or agent to act for the Lessee herein must be filed in the General Land Office. Each royalty payment shal pe
accompanicd by a check stub, schedule, summary or other remittance advice showing by the assigned General Land Office lease number the amount of royalty bein
paid on each lease. l.fl.mcepmhismyalryonotbefcuIhirty(BO)dnysaﬁalheroy:ltypaymmtwdm,musmowuapﬂnltyofs%cnlbemyutyu- .
525.00, whichever is greater. A royalty payment which is over thirty (30) days late shall accrue a penalty of 10% of the royalty duc or $25.00 whichever is greater
In addition to a penalty, royaltics shall accrue interest at a rate of 12% per year; such interest will begin accruing when the royalty is sixty (60) days overdue. i
AfTidavits and supporting documents which are not filed when due shall incur a penalty in an amount set by the General Land Office adminiswrative rule which js
effective on the date when the affidavits or supporting documents were due. The Lessee shall bear all responsibility for paying or causing royaities to be paid as
prescribed by the due date provided herein. Payment of the delinquency penalty shall in no way operate to prohibit the State's right of forfeiture as provided by law
nor act to postpone the date on which royalties were originally due. The above penalty provisions shall not apply in cases of title dispute as to the State’s portion of
the royalty or to that portiok 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 wity
its best possible estimate of oil and gas reserves undertying this lease or allocable Lo this lease and shall furnish said Commissioner with copies of all contracts under
whichzasiasoldorptmsedmdajlsubscqumtmmand:m:ndmmumsuchmmwiﬂthimﬁmd:ysmnemzﬁnginmormakm;suchconm 3
agreements or amendments. Such contracts and agreements when received 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 said
premises, including the books and accounts, receipts and discharges of all wells, tanks, pools, meters, and pipelines shall at all times be subjest to inspection and
examination by the Commissioner of the General Land Office, the Attomey General, the Govemor, or the representative of any of them. .

(B) PERMITS, DRILLING RECORDS. Written notice of all operations on this lease shall be submitted to the Commissioner of the General
Land Office by Lessee or operator five (5) days before spud date, workover, re-entry, temporary abandonment or plug and abandonment of any well or wells. Such
written notice to the General Land Office shall include copies of Railroad Commission forms for application to drill. Copies of well tests, completion reports and
plugging reports shall be supplicd to the General Land Office at the time they are filed with the Texas Railroad Commission. All applications, permits, reports or
other filings that reference this lease or any specific well on the leased premises and that are submittzd to the Texas Railroad Commission or any other governmental
agency shall include the word "State” in the title. Additionally, in accordance with Railroad Commission rules, any signage on the leased premises for the purpose of
identifying wells, tank batteries or other associzted improvements to the land must also include 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. Lessee shall have an electrical and/or radioactivity survey made on the
bore-holessection, from the base of the surface casing to the total depth of well, of ail wells drilled on the above described premises and shall transmit a true copy of
the fag"afielich survey on each well to the General Land Office within fifteen (15) days after the making of said survey. .

L LN ]

b (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 dats when the materials were due in the Gcnqal
Land Office. 5

L]
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****11. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If. during the primary term hereof and prior to discovery and production
of oilagt:on said land, Lessee should drill a dry hole or holes thereon, or if during the primary term hereof and after the discovery and actual production of oil pr
gas frdm the leased premises such production thereof should cease from any cause, this lease shall not terminate if on or before the expiration of sixty (60) days from
date of*ompletion of said dry hole or cessation of production Lessee commences additional drilling or reworking operations thereon, or pays or tenders the next
annya) dglad 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
compPeted 2nd 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 exfliration 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 comducting 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 #bove described land be completed as a shut-in il 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 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
preduced on said land, but Lessee 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 additional well are prosecuted in good faith and in-workmanlike manner without interruptions totaling more than sixty (60) days during
any one such operation, and if they result in the production of oil and/or gas, so long thereafter as oil and/or gas is produced in paying quantitics from said land, or
payment of shut-in oil or gas well royalties or compensatory royalties is made as provided in this lease.

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

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

lease, but not less than §1,200 a year for each well capable of producing oil or gas in paying quantitics.
emeuni-thea for the purposes of this paragraph, the delay rental amount shall be one dellar (51.00) per acre. To be effective, cach initial shut-in oil or gas royalty
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must be paid on or before: (1) the expiration of the primary term, (2) 60 days after the Lessee ceases to produce oil or gas from the leased premises, or (3) 60 days

after Lessee completes a drilling or reworking operation in accordance with the lease provisions; whichever date is latest. Such payment shall be made one-half (1/2)
to the Commissioner of the General Land Office and one-haif (1/2) to the owner of the soil. If the shut-in oil or gas royalty is paid, the lease shall be considered to be
a producing lease and the payment shall extend the term of the lease for 2 period of one year from the end of the primary term, or from the first day of the month
following the month in which production ceased, and, after that, if no suitable production facilities or suitable market for the oil or gas exists, Lessee may extend the
lcase 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. s

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

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

(A) VERTICAL. In the event this lease is in force and effect two (2) years after the expiration date of the primary or extended term it shall then terminate
as to all of the leased premises, EXCEPT (1) 40 acres surrounding each oil well capable of producing in paying quantities and 320 acres surrounding each gas well .
capable of producing in paying quantities (including a shut-in oil or gas well as provided in Paragraph 14 hereof), or a well upon which Lessee is then engaged in
continuous drilling or reworking operations, or (2) the number of acres included in a producing poocled unit pursuant to Texas Natural Resources Code 52.151-
52,5794 (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
anderegflations of the Railroad Commission of Texas, or any successor agency, or other governmental authority having jurisdiction. If at any time after the effective
datefthg partial termination provisions hereof, the applicable field rules are changed or the well or wells located thereon are reclassified so that less acreage is
théreatfer allocated to said well or wells for production purposes, this lease shall thereupon terminate as to all acreage not thereafter allocated to said well or wells for
production purposes. Notwithstanding the termination of this lease as to a portion of the lands covered hereby, Lessee shall nevertheless continue to have the right of
ingrgssde and egress from the Jands still subject to this lease for all purposes described in Paragraph 1 hereof, together with easements and rights-of-way for existing
rods,qxifting pipelines and other existing facilities on, over and across all the lands described in Paragraph 1 hereof ("the retained lands®), for access to and from the
retained lapds and for the gathering or transportation of oil, gas and other minerals produced from the retained lands.

(XXX R}

- .
. (B) HORIZONTAL. In the event this lease is in force and effect two (2) years after the expiration date of the primary or extended term it shall further
terminate as to all depths below 100 fect below the total depth drilled (hereinafter "deeper depths™) in each well located on acreage retained in Paragraph 16 (A)
abawes amfess 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
consideration for this lease (as specified on page 1 hereof). If such amount is paid, this lease shall be in force and effect as to such deeper depths, and said
terrginayemshall 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

covefed by'this 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 panial
termination of this lease as provided herein, Lessee shall exccute and record a release or releases containing a satisfactory legal description of the acreage and/or
depths not retained 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 refitses 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 10 be released hereunder and record such instrument at Lessee's expense in the county or counties where the lease is located and in the official records of the

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

17. OFFSET WELLS. Neither the bonus, delay rentals, ner royalties paid, or to be paid, under this lease shall relieve Lessee of his obligation to protect
the oil and gas under the above-described land from being drained. Lessee, sublessee, receiver or other agent in control of the leased premises shall drill as many
wells as the facts may justify and shall use appropriate means and drill 1o a depth necessary to prevent unduc 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 Lessez, sublessee, receiver or other agent in control of the leased premises shall in good faith begin the drilling of a well or
wells upon the leased premises within 100 days after the draining well or wells or the well or wells completed within 1,000 feet of the leased premises start producing
in commercial quantities and shall prosecute such drilling with diligence. Failure to satisfy the statutory offset obligation may subject this lease and the owner of the
soil's agency rights to forfeiture. Only upon the determination of the Commissioner of the General Land Office and with his written approval may the paymeat of

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

18. FORCE MAJEURE. If, after a good faith cffort, Lessee is prevented from complying with any express or implied covenant of this lease, from
conducting drilling operations on the leased premises, or from producing oil or gas from the leased premises by reason of war, rebellion, riots, strikes, acts of God, or
any valid order, rule or regulation of government authority, then while so prevented, Lessee's obligation to comply with such covenant shall be suspended and Lessee
shall not be liable for damages for failure to comply with such covenants; additionally, this lease shall be extended while Lessee is prevented, by any such cause,
from conducting drilling and reworking operations or from producing oil or gas from the leased premises. However, nothing in this paragraph shall suspend the
payment of delay rentals in order to maintain this lease in effect during the primary term in the absence of such drilling or rewerking 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 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. 1f Lessee makes payments on behalf of the owner of the soil under this paragraph, Lessee may recover the cost of these payments from the
rental and royalties due the owner of the soil.

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soil owns less than the entire undivided surface estate in the above
described land, whether or not Lessee's interest is specified herein, then the royaltics and rental herein provided to be paid to the owner of the soil shall be paid to him
in the proportion which his interest bears to the entire undivided surface estate and the royalties and reiitai herein provided 1o b¢ paid o 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 igterest 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 2 lease, less the proportionate development and production
cost allocable o such undivided interest. However, in no event shall the Commissioner of the General Land Office receive as a royalty on the gross production
allocable to the undivided interest not leased an amount less than the value of one-sixteenth (1/16) of such gross. production.

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

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

without the prior consent of the owner of the soil.

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

L - .
® ** 24 WELL LOCATION LIMIT. No well shall be drilled nearer than two hundred (200) fest to any house or bam now on said premises without the
wrigifl §8nsent of the owner of the soil. .
T b

® 25. POLLUTION. In developing this area, Lessee shall use the highest degree of care and all proper safeguards to prevent pollution. Without limiting the
fore gollution of coastal wetlands, natural waterways, rivers and impounded water shall be prevented by the use of containment facilities sufficient to prevent
spillagessecpage or ground water contamination. In the event of pollution, Lessce shall use all means at its disposal to recapture all escaped hydrocarbons or other
pollutant and shall be responsible for all damage to public and private properties. Lessee shall build and maintain fences around its slush, sump, and drainagespits
and*3M fakreries so as 1o protect livestock against loss, damage or injury; and upon completion or abandonment of any well or wells, Lessee shall fill and level all
slush pjts 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 frge of all rubbish, cans, bottles, paper cups or garbage, and upon completion of operations shall restore the surface of the land to as ncar its original
con8f®AAYd contours as is practicable. Tanks and equipment will be kept painted and presentable. ’

ssus 'iﬁ. 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 Lesses an extension of this 120-day period. However, Lessee may not remove casing from any well capable of producing oil
and gas in paying quantities. Additionally, Lessce may not draw and remove casing until after thirty (30) days written notics to the Commissioner of the General
Land Office and to the owner of the soil. The owner of the soil shall become the owner of any machinery, fixtures, or casing which are not timely removed by Lesses

under the 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, devisces, legal representatives, successors
and assigns. However, a change or division in ownership of the land, rentals, or royalties will not enlarge the obligations of Lesses, diminish the rights, privileges
and estates of Lessee, impair the effectiveness of any payment made by Lessee or impair the effectiveness of any act performed by Lesses. And no change or
division in ownership of the land, rentals, or royalties shall bind Lesses for any purpose until thirty (30) days after the owner of the soil (or his heirs, devisees, legal
representatives or assigns) furnishes the Lessee with satisfactory written evidence of the change in ownership, including the original recorded muniments of title (ora
certified copy of such original) when the ownership changed because of a conveyance. A total or partial assignment of this lease shall, to the extent of the interest
assigned, relieve and discharge 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 2
certified copy of such assignment in the General Land Office before the next rental paying date, the entire lease shall terminate for failure to pay the entire rental due
under Paragraph 3. Every assignee shall succeed to all rights and be subject to all obligations, liabilities, and penalties owed to the State by the original lessee or any

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

(B) ASSIGNMENT LIMITATION. Notwithstanding any provision in Paragraph 27(1?. 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 wers made 10 the owner of the soil if the assignee is:

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

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

(5) a partner or employes in a parmership which is the owner of the soil; .
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(6) a fiduciary for the owner of the soil; including but not limited 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, bloed, or adoption.

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

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

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

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

interests.

32. FORFEITURE. If Lessee shall fail or refuse to make the payment of any sum within thirty days after it becomes due, or if Lessee or an authorized
agent should knowingly make any false return or false report conceming production or drilling, or if Lessee shall fail or refuse to drill any offset well or wells in good
faith as required by law and the rules and regulations adopted by the Commissioner of the General Land Office, or if Lessee should fail 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 Offics a correct log of any well, or if Lessee shall knowingly
violate any of the material provisions of this Icase, or if this lease is assigned and the assignment is not filed in the General Land Office as required by law, the rights
acqulrgd bader this lease shall be subject to forfeiture by the Commissioner, and he shall forfeit same when sufficiently informed of the facts which authorize a
forfehuf? 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
waiyhSifig autornatic 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®d afl rights thereunder reinstated before the rights of another intervene upon satisfactory evidence to the Commissioner of the General Land Office of furure
complince with the provisions of the law and of this lease and the rules and regulations that may be adopted relative hereto.

ssee

“eseels. LIEN. In accordance with Texas Natural Resources Code 52.136, the State shall have a first lien upon all oil and gas produced from the area covered
by this lcase 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
Sta3h%dition to the lien provided by Texas Natural Resources Code 52.136 and any other applicable statutory lien, an express contractual lien on and security
interesgin 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
procecds arg 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
suclt BAA83nincrals in order to secure the payment of all royalties or other amounts due or to become due under this lcase and to secure payment of any damages or
loss that Legsor 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
forcelpscdngith 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, anach or perfect this lien. Lesses hereby
represents that there are no prior or superior liens arising from and relating to Lesses's activities upon the above-described property or from 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 either of them upon the same terms as shall be approved by the School Land
Board and the Commissioner of the General Land Office for the pooling or unitizing of the interest of the State under this lease pursuant to Texas Natural Resources
Code 52.151-52.153. The owner of the soil agrees that the inclusion of this provision in this lease satisfies the 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, parmers, agents,
contractors, subcontractors, guests, invitees, and their respective successors and assigns, of and from all and any actions and causes of action of every nature, or other
harm, including environmental harm, for which recovery of damages is sought, including, but not limited to, all losses and expenses which are caused by the
activities of Lessee, its officers, employees, and agents arising out of, incidental to, or resulting from, the operations of or for Lessee on the leased premises
hereunder, or that may arise out of or be cccasioned 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 hersby agrees to be liable for, exonerate, indemnify, defend and hold harmless the Stats of Texas and the owner of the soil,
their officers, employees and agents, their successors or assigns, against any and all claims, liabilities, losses, damages, actions, personal injury (including death),
costs and expenses, or other harm for which recovery of damages is sought, under any theory including tort, contract, or strict liability, including artomeys' fees and
other legal expenses, including those related to environmental hazards, on the leased premises or in any way related to Lessee's failure to comply with any and all
environmental laws; those arising from or in any way related to Lessee’s operations or any other of Lessee’s activities on the leased premises; those arising from
Lessee's use of the surface of the leased premises; and those that may arise out of or be occasioned by Lessee’s breach of any of the terms or provisions of this )
Agreement or any other act or omission of Lessee, its directors, officers, employees, parters, agents, contractors, subcontractors, guests, invitees, and their respective
succsssors and assigns. Each assignes of this Agreement, or an interest therein, agrees 1o be lizble 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 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 REGARD TO
THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXISTING CONDITIONS), STRICT LIABILITY, OR THE NEGLIGENCE OF ANY PARTY

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

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

prevail over any nonconforming lease provisions.

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

«®e®%e 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
Cletk Many 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
efJectiYe pntil a centified copy of this lease (which is made and certified by the County Clerk from his records) is filed in the General Land Office in accordance with

Texs Natural Resources Code 52.183. Additionally, this lease shall not be binding upon the State unless it recites the actual and true consideration paid or gmmiscd

for execution of this lease. The bonus due the Staze and the prescribed filing fes shall accompany such certified copy to the General Land Office.
LA LR )
. * See Exhibit "An" Aﬂed for, Additional Provisions
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j'r,ms OF TEXAS STATE OF TEXAS
BY: e By
Indfvidually and as r the State of Texas . < . _ Individually and as agent for the State of
Philip J. Boschetti, Co-Trustee of the Windi Phillips 1983 Trust Tax 1_
\ Date: Q -39 -9% Date: .

v n%wl e g 1l |
BY: BY:
Individually and as ageat for the State of Texas

Inw and s agent for the State of Texas
. i - f the Windi Phillips 1983 Trust
DJ; : 5‘3’33'1'q%° Trustee o 1 p pad
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STATE OF

(CORPORATION ACKNOWLEDGMENT)
COUNTY OF

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

—

known to me to be the persor: whosc namie is subseribed w i i‘of:going instrument, as - of

and acknowledged to me that he executed the same i
for the purposes and cogsideration 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 sppeared

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

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

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

. &8 '
.

. 00

LLLL s
s ey o Notary Pubilic in and for

L

(XL R
™ .

STAT‘E'GF TEXAS (INDIVIDUAL ACKNOWLEDGMENT)

I...'-'

cown' OF cimm

"“_ycforc me, the undersigned authority, on this day personally appeared Philip J. Boschetti and John L. Marion.
s ®o-Trustees of the Windi Phillips 1983 Trust

known to me to be the persons whose names are subscribed 1o the foregoing instrument, and acknowledged to me that they executed the same for the purposes znd
condt3&ridan therein expressed.

Given under my hand and seal of office this the, :Q&’\'d‘ day of MM ’ , 19 98

e JUDITH REMINGT
“*} GTON

Notary Public, State of Texas é %
| “5as” My Commission Expires 31.99 Notary Public in and forA&_ﬁ_,%_cg_&@/_J

(INDIVIDUAL ACKNOWLEDGMENT)

STATE OF W
countyor___1Y\4 MM@(
Before me, the undersigned authority, on this day personally appearcd @Q"?\}’ C&ﬂmw

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 therzin expressed.

Given under my hand and seal of office this the (1 day of Omm ,19 ; 3 =
. lrnee—"Jlaibp<
S M———/

MONICA MARLOWE :
NOTARY PUBLIC

, State of Texas

ﬁ/ Cor+ Fxp. 10-30-99

e .,‘_‘. _-—..m-m wa W

Notary Public in and for /

NN

—_  True and Gorrest
/4T 2\ copy of
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\‘1'5—7‘-"- Reeves County
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“EXHIBIT A”

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

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

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

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

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

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

6:::ft: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
s wellic leased premises.
(L LR
7o NDtwithstanding any other provisions of this lease to the contrary, it is expressly understood and agreed that Lessee will not
* pdllute any water aquifers or fresh water in, upon or under the leased premises, and Lessee agrees to notify the owner of the soil
“in Jwriting if fresh water is encountered during drilling, or if a fresh water formation is penetrated.
'...l‘
8. Le.ssee further agrees to maintain all drill sites and other portions of the surface used or occupied by Lessee, its successors or
*%*Bigns, 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 CERTIFICA
STATE OF TEXAS FILE NO. 2071

The above and foregoing is a full, true anﬁ correct photographic copy of the
onginal reco‘d now in my lawl’ul cusmdy and possession, as the same is

PUBLIC RECORDS

True and Correct 5 Iherebycemﬁedon & ~11/5/98

copy of
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HHTAN HESUUHULES, L.F. L~

A?QU'S'T'%H*NE%%%ER OF THE GENERAL LAND OFFICE 11/2/98

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

dated 08/19/98 from the State of Texas by Agent
Meeker Investments, Inc., by Robert W. Debolt,
President, & J.J. Meeker, Individually, Lessor, in
favor of Clay Johnson, Lessee, covering the N/280 ac.
of Section 34, Block 55, T-5, T&P Ry. Co. Survey,
Reeves County, Texas.

Checking Lease Bonus

TITAN RESOURCES, L.P.

ACQUISITIQMGHEKISANER OF THE GENERAL LAND OFFICE 11/2/98
PARAGON #299:Lease Bonus Payment in full of 1/2 Lease Bonus Consideration due
the State of Texas for Oil & Gas Lease
RT dated 08/19/98 from the State of Texas by Agent
CHCT Meeker Investments, Inc., by Robert W. Debolt,
:‘::- i President, & J.J. Meeker, Individually, Lessor, in
.‘t:-:. favor of Clay Johnson, Lessee, covering the N/280 ac.
L of Section 34, Block 55, T-5, T&P Ry. Co. Survey,
i Reeves County, Texas.
SEN .
. o
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Checking . Lease Bonus

002816

_\2,333.25

002816

2,333.25

2,333.25



HTAN NEoVvUnNueCo, L.r.

ACQUISITIONCHECKINF ER OF THE GENERAL LAND OFFICE 11/2/98 g g%@ 09

PARAGON #299:1ease Bonus

Payment in full of 1/2 Lease Bonus Consideration due

the State of Texas for Oil & Gas Lease

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

Julian Wade Meeker, Daniel Hill Meeker & Lawrence

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

lifetime benefit of L.H. Meeker, Lessor, in favor of 9
Clay Johnson, Lessee, covering the N/280 ac. of

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

Reeves County, Texas.

W
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S
=
~
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Checking Lease Bonus ‘ 2,333:25
TITAN RESOURCES, L.P.
ACQUISITIQMSHERISMSNER OF THE GENERAL LAND OFFICE 11/2/98 002809
PARAGON #299:1ease Bonus Payment in full of 1/2 Lease Bonus Consideration due 2.33325
the State of Texas for Oil & Gas Lease
dated 08/19/98 from the State of Texas by Agent
o e Julian Wade Meeker, Daniel Hill Meeker & Lawrence
* os Hill Meeker, Trustees UWO J.R. Meeker for the
.-:ﬂ::o:.o lifetime benefit of L.H. Meeker, Lessor, in favor of
L Clay Johnson, Lessee, covering the N/280 ac. of
e Section 34, Block 55, T-5, T&P Ry. Co. Survey,
i) Reeves County, Texas.
LA LR ]
,e
L]
LI EET Y]
L]
®sosane :
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*eoeme
LA LT
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L]
LIXE XY )
Checking Lease Bonus 2,333.25



TTAN RESOURCES, L.P.

ACQUISITION CHIRSEINRER OF THE GENERAL LAND OFFICE 11/2/98 0 02 00
: PARAGON #299:Lease Bonus . - . «Paymentin full of 1/2 Lease Bonus Consideration due 1,166.67
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 N/280 ac. of
Section 34, Block 55, T-5, T&P Ry. Co. Survey,
Reeves County, Texas.
|
| 3901
|r\ 'y
40 0,0
Checking Lease Bonus ,~‘\\ 1,166.67
TITAN RESOURCES, L.P. | 002800
ACQUISITIQWVHESKINER OF THE GENERAL LAND OFFICE 11/2/98 02
PARAGON #299:1.ease Bonus Payment in full of 1/2 Lease Bonus Consideration due 1.166.67
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.
oLt Marion, Trustees, Lessor, in favor of Clay Johnson,
LSUAY Lessee, covering The N/280 ac. of
P o A Section 34, Block 55, T-5, T&P Ry. Co. Survey,
.'::". Reeves County, Texas.
» L]
LE Y
¢ @
® s a0
L]
aee e
L]
LEX L RN )
- .
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LEE ALY ]
o« e
sesaesse
» -
ssseee
e e
o: oo o:
Checking Lease Bonus 1,166.67
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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-100250
N/280 ac. of Sec. 34, Blk. 55, Twp. 5, T&P Ry. Co. Sur. 280 gross ac.
233.327 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-100250. Please refer to this number in all future correspondence
concerning the lease.

Your remittance of $6,208.17, has been applied as the state’s portion of the
bonus, the processing fee and the filing fee. Please let me know if you
should have any questions.

Sincerely, r

YR

Drew Reid
Minerals Leasing
Energy Resources
(512) 475-1534

DR:MS:mrg
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Lease Number Book/Vol Page Entry County / Parish State
TX299-389-272-002-00 596 353 (003044 REEVES TX
Lease Name: | T, H., Meeker: State of TX, acting by and through Lease Date | 08/19/98
Legal Descraption
The North 280 acres of Section 30, Block 55, Township 5, T&P Ry. Co. Survey
QONK7 71
. I 99057751
iy M—toas o
. ° :
PROSPECT TX299 - PARAGON -*T’{ [?.— _—
e IKieS Outce S
E’aY.ee-lS} Account Number Amount
Sadta of Texas éZYl><46-67
General Land QOffice
1700 N. Congress Avenue
Austin, TX 78701
P e
RN - Period Beg. 08/1§/19?§MDELAY RENTAL ) CHECK: ¥ 100508

INSTRUCTIONS TO DEPOSITORY: You have been designated as depository for the above described payment. Please credit the proceeds
thereof to the parties named and in the amounts_indicated. Should any difficulty of any nature arise, DO NOT RETURN our check, but
make the deposit to the credit of theiparty named in’a special account, and advise us as soon as possible for further instructions.

100508
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Check # 101327

|, Property Id / MMS Eff. Date

Recording Information State

County/Parish

TX299-389-273-001-00
M-100250

08/19/1998 | 11/09/98 BK 596 PG 665 ENTRY 003078

TEXAS

Reeves

Property Name / Lessor

State of Texas, acting by and through its agent, Windi Phillips 1983 Trust, Philip J. Boschetti and John L. Marion, Co-Trustees

Property Legal Description

The North 280 acres of Section 34, Block 55, Township 5, T&P Ry. Co. Survey

Payee Name & Address L

SSN/Tax Id Number

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

Austin, TX 78701

74

Federal Tax Withheld

0.00

Account Number

Total Bank Charges

0.00
Payment Period Payment Amount Bank Service Property Property
Due Date | (in months) Description Due Charges Sub-Type Sub-Id
08/19/2000 12 Delay Rental 23.34 0.00
yoef .
i | | 0.00] 000] |
' Lde®
s &/ 1 | I [ 0.00] 0.00] [
. LR
i¥ 1 | [ 0.00 | 0.00] - - _
K ." . b o E,} f
Y [ [ 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 irnmediateIN 0 1 O 1 3 2 7
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Check #101329

! Property Id /| MMS Eff. Date Recording Information State County/Parish
TX299-389-273-002-00 08/19/1998 | 11/09/98 BK 596 PG 363 ENTRY 003045 TEXAS Reeves
M-100250

Property Name / Lessor

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

Property Legal Description

The North 280 acres of Section 34, Block 55, Township 5, T&P Ry. Co. Survey

Payee Name & Address SSN/Tax Id Number

State of Texas, acting by and through the

Commissioner of the General Land Office Federal Tax Withheld

1700 N. Congress Avenue 0.00

Austin, TX 78701 $&Q“)/\ Account Number

Total Bank Charges
0.00
Payment Period Payment Amount Bank Service Property Property
Due Date | (in months) Description Due Charges Sub-Type Sub-Id
08/19/2000 12 Delay Rental 46.67 0.00
sees
bkt | i I 0.00 | 0.00] I
.
(X ] .
*o/ o | | ] 0.00 | 0.00 | |
rl ] | | 0.00] 0.00] [
. o8 = T >
..'--. [.,}(-.] Q. EDL]
£ | | 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 mmedmtelN 0 1 O 1 3 2 9
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Check #101331

Property Id / MMS

Eff. Date

Recording Information

State

County/Parish

TX299-389-273-003-00
M-100250

08/19/1998 | 11/09/98 BK 597 PG 69 ENTRY 003120

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

The North 280 acres of Section 34, Block 55, Township 5, T&P Ry. Co. Survey

Payee Name & Address

SSN/Tax Id Number

1700 N. Congress Avenue
Austin, TX 78701

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

Federal Tax Withheld

0.00

Account Number

Total Bank Charges

0.00
Payment Period Payment Amount Bank Service Property Property
Due Date | (in months) Description Due Charges Sub-Type Sub-Id
08/19/2000 12 Delay Rental 46.67 0.00
seee »
soey ;| | 0.00] 0.00] [
00".
'.c.'
W [ 0.00] 0.00 |
&, Yen
.
| | 0.00] 0.00] |
% £‘J ff‘ll [
. 80 Wi )4 S 00
ol ] | 0.00 | 0.00] | " N

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 mmediatelN 0 1 U 1 3 3 1
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