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OI} GAS AND MINERAL LEASE

THIS AGREEMENT made this LS day of May 2003

- between

JD RAN PARTNERSHIP, a California general partnership

Lessor Whemcmcmm,:,m)_W,mmddm1_.'700 Lollege Town Drive, Suite 101, Sacramento, CA 95826
wa_Lacy Properties, Ltd.'. 0. Box 2146, Lon?ngwl_TX 75606 _

i il i P S g S i 3 - . lessee, WITNESSIETHE:
I. Lessor, in consideration of Tend no/ 100 ($10 .00 bDollars, receipt
of which is hereby acknowledged, and of the covts and agreements of lessec hereinafter contained, does hereby grant, lease and let.unto lessee the land covered hereby for
the purposes and with the exclusive right of exple. drilling. mining and operating for, producing and owning-oil, gas, sulphur and all other minerals (whether or not similar
(o those mentiancd), together with the right to nsurveys on said land, lay pipe hnes, cstablish and utilize fucilitics for surface or subsurface disposal of salt water, construct
roads and bridges, dig canals, build tanks, power sus, telephone lines. empluyee houses and other structures on said land, necessary or uscful in lessec’s operations in exploning,
drilling for, producing, treating, storing and trar:ng minerals produced from the land covered hereby or any other land adjacent thereto, The land covered hereby. herein

called “said land”, is located in the County of _: V€ ka , Stateof Nevada

, and-is described as follows:

T26N, R50E, M.D.M.

Secfioﬁ 1: SE4K 40 acres

E25E 80 acres
Wesh 80 acres

Section 11: NE4MN 40 acres

Section 12: EZNE 80 acres
NE4S 40 acres
360 acres

See the Adde:sm attached hereto for additional provisions to this lease.

This lease also covers and includes, in addition w. above described, all land, if any, contiguous or adjacent to or adjoining the land above described and (a) owned or claimed
by lessor by limitation, prescription, possession. rsion or unrecorded instrument or (b) as to which lessor has a preference right of acquisition. Lessor agrees 10 executc any
supplemental instrument requested by lessec for e complete or accurate description of said land. For the purpose of detcrmining the amount of any bonus or other payment

hereunder, said land shall be deemed to contaii. actes, whether actually containing more or less, and the above recital of acreage

in any tract shall be deemed to be the true ace thereof. Lessor accepts the bonus as lump sum consideration for this lease and all rights and options hereunder.  Five (5)
2. Unless sooner terminated or longer kesorce under other provisivns hereof, this lease shall renain in force fur a term of RN XA cars from the date hereof, hercinalier

called “primary term”, and as long thereafter a: utions, as hercinafter defincd. are conducted upon said lund with no cessation for mure than ninety (90) consecutive days.

3. As royalty, lessce covenants and agrees To deliver to the credit of lessor, in the pipe line to which lessee may connect its wells, the egual onc-cighth part of ail
oil produced-and saved by lessec from said lass [rom time.to time, at the option of lessee, 1o pay lessor the average posted market price of such one-cighth part of such
ot} at the wells as of the day it is run to the pipe 07 storage wnks, lessor's interest, 1o cither case, 1o bear one-eighth of the cost of treating vil to render it marketable pipe
line oil; (b) To pay lessor on gas and casinghear produced from said fand (1) when sold by lessee, one-cighth of the amount realized by lessee, computed at the mouth of
the well. or (2} when uscd by lessee off said “or in the manufacture of gasoline or other products, the market value, at the mouth of the welt, of one-eighth of such gas
and casinghead gas; (c) To pay lessor on all cmierals mined and marketed or utilized by lessee from said land, one-tenth cither in kind or value at the well or mine at
lessee’s election, except that on sulphur mined awrketed the royalty shall be one dollar ($1.00) per loag tor. If, at the expiration of the primary term or at any time or hoks
thereafter, there is any weli on said land or on | ~ith which said fand or any portion thereof has been pooled, capable of producing oil or gas, and all such wells are shut-in,
this lcase shall, nevertheless, continue in force wugh operations were being conducted on said land for se long as said wells arc shut-ins, and thereafter this lease may be
continued in force as if no shut-in had occurrea see covenants and agrees lo use reasonable diligence to produce, utilize, or market the minerals capable of being produced
from said wells, but in the exercise of such dire, lessee shall not be obligated to install or furnish facilitics other (han well facilities and ordinary lease facilities of flow
lines, separator, and leasc tank, and shall not ipired to settle labor trouble or to market gas upon ferms unacceptable to lessee. If, at any time or times afler the expiration
of the primary term, all such wells are shut-in -period of ninety consecutive days, and during such time there are no operations on said land, then at ur before the cxpication
of said ninety day period, lessee shall pay or t¢. by cheek or draft of lessee, as royalty, a sum equal 10 one doliar ($1.00) for cach acre of land then covered hereby, Lessee
shall make like payments or tenders at or betoe cnd of each anniversary of the cxpiration of said ninety day period if upon such anniversary this lease is being continued
in force solely by reason of the provisions of tnrugraph. Each such payment or tender shali be made 1o the parties whe at the time of payment would be entitled to receive

the royalties which would be paid under this - :f the wells were producing, snd may he deposited in the
(Pay direct to Lessor} Bank

at ; , or its successors, which shall continue as the depositories, regardless of changes in the ownership of shut-in rayalty.
If at any time that lessee pays ot tenders shut valty, fwo or morc partics are, or claim to be, entitled to receive same, lessee may, in licu of any other methad of payment
herein provided, pay or tender such shut-in royan the manner above specified, cither jointly to such parties or scparately to each in accordance with their respective ownerships
thereof, as lessee may clecl. Any payment hecer may be made by check or draft of lessee deposited in the mail or delivered to the party entitled to receive payment or 1o
a depository bank provided for.above on or bethe last date for payment. Nothing herein shall impair lessee’s right 10 release as provided in paragraph 5 hereof. In the cvent
of assignment of this lease in whole or in past, luy for payment hereunder shall rest exclusively on the then owner or owners of this lease, severally as 10 acreage owned by cach.

4. Lessee is hereby granted the right, i ption, to pool or unitize any land covered by this lease with any other lund covered by this lease, and/or with any other land,
lease. or leascs, as t0 any or all mincrals or hnrs, 50 as to establish units containing not more than 30 surface acres, plus 10% acreage tolerance; provided, however, units
may be cstablished as to any one or more hori, or existing units may be enlarged as to any one or smore horizons, so as to contain not more than 640 surface acres plus
10% acreage tolerance, if limited 1o one or mo wie foliowing: {1} gas, other than casinghead gas, (2) liquid hydrocarbons (condensate) which are not liquids in the subsurface
reservoir, (3) minerals produced from wells clhed as gas wells by the conscrvation agency having jurisdiction. 1f larger units than any of those hercin permitted, either al
the time established, ar after enlargement, are wed under any governmental rule or order, for the drilling or operation of a well at a regular location, or for obtaining maximum
allowable from any well to be drilled, drilling:. ready drilled, any such unit may be established or enlarged to conform w the size required by such governmental order or
rule. Lessee shall exercise said option as to cavsired unit by exccuting an instrument identifying such unit and filing it for record in the public office in which this leasce
is recorded. Each of said options may be excii by lessee at any time and from (ime to time while this lease is in force, and whether before or after production has been
established either on said Tand, or on the porti said land included in the unit, ot on other land unitized therewith. A unit established hereunder shall be valid and effective
for ail purposcs of this lease even though there be mineral, royalty, or leasehald intcrests in lands within the unit which are not effectively pooled or unitized. Any operations
e b oo 1an | be considercd. for all purposes, except the payment of rovalty, operations conducted upon said land under this lease. There




7. Lessee shall have the use, free from ey, of water, other than from lessor's water wells, and of oil and gas produced from said land in all operations hereunder.
Lessee shall have the right at any time to removenachinery and fixtures placed on said land, including the right to draw and remove casing, No well shall be drilled nearer
than 200 feet to the house or barn now on said land out the consent of the lessor. Lessee shall pay for damages causcd by its operations to growing crops and timber on said land.

8. The rights and estate of any party herony be assigned from time to time in whole or in part and as to any mineral or horizon. All of the covenants, obligations,
and considerations of this lease shall extend to an binding upon the parties hereto, their heirs, successors, assigns, and successive assigns. No change or division in the owner-
ship of said land, royaltics, or other moneys, o4 pant thercof, howsoever effected, shall increase the obligations or diminish the rights of lessee, including, but not limited
10, the location and drilling of wells and the measient of production. Notwithstanding any other actual or constructive knowledge or notice thereof of or to lessee, its successors
or assigns, no change or division in the ownersh’ said land or of the royalties, or other moneys, or the right to reccive the same, howsocver effected, shall be binding upon
the then record owner of this lease until thirty (fays after there has been furnished to such record owner at his or its principal place of business by lessor or lessor's heirs,
successors, or assigns, notice of such change or 2on, supported by either originals or duly certified copies of the instruments which have been properly filed for record and
which evidence such change or division, and of court records and proceedings, transcripts, or other documents as shall be necessary in the opinion of such record owner
to establish the validity of such change or divi: if any such change in ownership occurs by reason of the death of the owner, lessee may, nevertheless pay or tender such
royalties, or olher moneys, or part thereof, to thedit of the decedent in a depository bank provided for above.

9. In the cvent lessor considers that lesses not complied with all its obligations hercunder, both express and implied, lessor shall notify lessee in writing, sclting out
specifically in what respects lessee bas breaches contract. Lessee shall then have sixty (60) days after receipt of said notice within which to meet or commence to meet
all or any part of the breaches alleged by lessor. service of said notice shall be precedent to the bringing of any action by lessor on said lease for any cause, and no such
action shall be brought until the lapse of sixty rfays afier service of such notice on lessee. Neither the service of said notice nor the doing of any acts by lessee aimed to
meet all or any of the alleged breaches shall beied an admission or presumption that lessee has failed to perform all its obligations hercunder. If this lease is canceiled
for any cause, it shail nevertheless remain in forud effect as to (1) sufficicnt acreage around each well as to which there are operations to constitute a drilling or maximum
allowable unit under applicable governmental rewons, (but in no event less than forty acres), such acreage to be designated by lessee as nearly as practicable in the form
of a square centered at the well, or in such shag then existing spacing rules require; and (2) any part of said land included in a pooled unit on which there are operations.
Lessee shall also have such easements on said as are necessary to operations on the acreage so retained.

10. Lessor hercby warrants and agrees 10 1d title to said land against the claims of all persons whomsoever. Lessor's rights and interests hercunder shall be charged
primarily with any mortgages, taxes or other liex interest and other charges on said land, but lessor agrees that lessee shall have the right at any time to pay or reduce same
for lessor, either before or after maturity, and beogated to the rights of the holder thereof and to deduct amounts so paid from royalties or other payments payable or which
may become payable to lessor and/or assigns u-tnis lease. If this lease covers a less interest in the oil, gas, suiphur, or other minerals in all or any part of said land than
the entire and undivided fee simple estale (whe icssor's interest is herein specified or net), or no interest therein, then the royalties and other moneys accruing from any
part as to which this lease covers less than suci intcrest, shall be paid only in the proportion which the interest thercin, if any, covered by this lease, bears 1o the whole
and undivided fee simple estate therein. All rosnterest covered by this lease (whether or not owned by lessor) shall be paid out of the royalty herein provided. This lease
shall be binding upon cach parly who executes :ithout regard to whether it is executed by all those named herein as lessor.

11. If, while this lease is in force, at, or: the expiration of the primary term hereof, it is not being continued in force by reason of the shut-in well provisions of
paragraph 3 hereof, and lessee is not conducting ations on said land by reason.of (1) any law, order, rule or regulation, (whether or not subsequently determined to be invalid)
or (2) any other cause, whether similar or dissin:{u:xcept financial) beyond the reasonable control of lessee, the primary term hereof shall be extended until the first anniversary
date hereof occurring ninety (90) or more days foig the removal of such delaying cause, and this lease may be extended thereafter by operations as if such delay had not occurred.

IN WITNESS WHEREOF, this instrume ¢xecuted on the date first above written,

JD RANCH PARTNERSHIP, LACY PROPERTIES, LTD., a Texas limited

a California general parirship>”? artnership by lacy Property M
) >§ Inc.4j
By: ’
Title: . ' o~ Title: Vice President
LESSOR $5. OR TAX 1.D. NO. TEISOR S88. OR TAX L.D. NO.
LESSEE ACKNOWLEDGEMENT

STATE OF € QL A5 0 Rhsr o

COUNTY OF Sack A sa. 0o 3
This instrument was acknowled before me on the /& 25¢, day of Ay s -l.ﬁ_J

W Raggav b= T3 a¢Aodss )

ERAY
Notary's commission expires: 7// /‘g
ACKNOWLEDGEMENT
STATE OF '
COUNTY
This instrument was acknowled before me on the day of , 19 ,
by
Notary Public, State of Texas
Notary's name (printed):
Notary’s commission expires: CORPORATE ACKNOWLEDGEMENT
STATE OF TEXAS
COUNTY OF_ GREGG
This instrument was acknowied before me on the 6th day of  May, 2003. . K .
by Neal A. Hawthorn » Vice President ,

of Lacy Property Managent, Inc.

a Texas corpoon, on behalf of said corporatio% . %

Notary Public, State of Texas [
Notary's name (printed):

Notary’s commission expires:




ALNDUM TO OIL, GAS AND MINERAL LEASE -
(JD Ranch)

This ADDENDUMNO OIL, GAS AND MINERAL LEASE (“Addendum”) is dated for purposes
of identification only as of'y |, 2003 and is entered into by and between JD Ranch Partnership, a

California general partnaip (“Lessor”) and Lacy Properties, Ltd., a Texas limited partnership
(*Lessee™) with reference t:ic following facts:

RECITALS

A, Coneurrer herewith, Lessor and Lessee are entering into that certain Oil, Gas and
Mineral Lease (“Lease Agment”) in connection with the leasing from Lessor to Lessee of those certain
undivided 50% interest in mineral rights on that certain land commonly known as JD Ranch and more
particularly described in bissewte=te. the Lease Agreement; and

B. Lessor anassee now desire to amend and clarify certain provisions of the Lease
Agreement, all on the terrmid conditions contained herein.

NOW, THEREFC(. Lessor and Lessee hereby agree as follows:

AGREEMENT

1. Recitals. -~ forcgoing recitals are true and correct and are incorporated herein by this
reference.
2. Definitiori:xcept as otherwise expressly defined in this Addendum, all initially

capitalized terms containcercin shall have the same meaning as set forthin the Lease Agreement,

3. Indemnifiwon and Hold Harmless. Lessee shall indemnify, defend and hold harmiess
Lessor and the land from ! and all claims, damages, injury, suits, losses, claims, judgments and
expenses including reasone atlorneys’ fees, arising from (1) Lessee’s use of the Land or from the
conduct of its business or "rany activity, work, or other things done, permitted or suffered by Lessce
on the land during the tenivreof, (i1) any breach or default by Lessee in the performance of any
obligation of Lessee’s par: ¢ performed under the terms of this Lease, or (iii) any act or negligence of
Lessee, or any officer, agcemployee, guest or invitee of Lessce.  Lessce, upon written notice from
Lessor, shall defend Lesscith'respect to the foregoing at Lessee’s expense by counsel reasonably
satisfactory to Lessor, Tluregoing indemnity shall not apply to the extent such matters are due to the
negligence or misconduct wessor, whether-active or passtve in nature.

4, Insurance cssec shall, at Lessee’s own cost and expense, secure and maintain, during
the period of time Lessee wnducting drilling operations hereunder, a broad form comprehensive
coverage policy of publicility insurance insuring Lessee against loss or liability caused by or
connected with Lessee’s cpation and use of the Premises under this Lease as provided in the terms and
conditions contained in sumsurance policy. Lessee will provide Lessor a certificate of insurance
evidencing not less than $70,000.00 of public liability insurance.

5. Plans ans:dies.  Upon the expiration or sooner termination of this Lease

Addendum to 1.ease Agreement
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Agreement, all plans, stud: reports and documents developed by Lessce (other than Lessce’s own
internal, proprietary studicor procured by Lessee from partics other than Lessor, in conncetion
herewith shall be deliverec Lessor and shall become the property of Lessor, in a lien free¢ condition and
at no cost to Lessor, withowny representation or warranty of Lessce.

6. No Represations/"As-Is.” Except as othcrwise expressly sct forth in Section 6, or
elsewhere in this Lease Agment, neither Lessor nor any employee or agent of Lessor has made any
representations, guarantics Hmises, statements, assurances or warranties, express or implied, to Lessee,
Lessce’s agents or employ. or any other third party, asto the suitability for any purpose or the
profitability of owning and-rating the land, the physical condition thereof, the net or gross acreage
contained therein, the conon of title thereto, including the timing thereof, or any other past, present or
future matter. Lessce ackiiedges that except as otherwise expressly set forth in-this Lease Agreement,
no representations have beeade by Lessor, and that with the aid of such independent expert advice as
Lessee deems appropriate. ssee has and/or will have inspected and/or satisfied itself as to the condition
of the land, and, with the :eption of such express representations and warranties of Lessor expressly
contained herein, the land 2eing leased “AS-IS.”

Accordiny cxcept as to any express representations, guaranties, promises, statements,
assurances or warranties si:fically set forth in this Lease Agreement, Lessee hereby expressly releases
Lessor, its agents, employ. officers, directors, partners, and representatives, for all amounts, actions,
demands, claims, costs, exises, damages and liabilities (including, without limitation, attorneys’ fees)
(colicctively, “Liabilities” 11ted to or arising from the condition of the land. Lessee acknowledges and
agrees that the release and charge Lessee hereby gives to Lessor and its agents, employees, officers,
directors, partners, and repentatives extends to all such Liabilities described above, whether known or
unknown, foreseen or unfeeen, patent or latent, which Lessee may have against Lessor, and Lessee
hereby expressly waives thenefit of the provisions of California Civil Code Section 1542, which
provides as follows:

“A general releasoes not extend to claims which the creditor does not know or
suspect to exist irs favor at the time of exccuting the release, which if known by
him must have mriall)&affected his settlement with the debtor.”

L‘a\_/M/'

Lee’s Initials

7. Pre-leasin osts. Immediately upon execution of this Lease Agreement by both parties,
Lessee shall pay to Lessor ¢ctly the legal fees of Sinadinos & Vryonis, R.L.L.P. in preparing and
negotiating this Lease Agroent and the other agreements contemplated herein, in the amount of Three
Hundred Sixty-Five Dolla»365.00). Lessee understands and acknowledges that Sinadinos & Vryonis,
R.L.L.P. is not representinessee in this transaction, and that Lessee’s payment of the legal fees as
provided above shall not cie an attorney-client relationship or any other relationship of any kind or
nature.

8. No Fee Inist.  Lessee understands and acknowledges that Lessor holds only mineral
rights on the land, not the ierlying fee interest. Accordingly, Lessee shall have to negotiate with the
owner of such fee interest h respect to the actual use of the land for its mining and drilling activities.
In that regard, Lessee ackiledges that Lessor shall have no obligation concerning mortgages, taxes and
liens against the land, and ordingly, the first two sentences of Section 10 of the Lease Agreement are

Addendum to Lease Agreement
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stricken in their entirety.

9. GENERA'ROVISIONS.

A, Exhibits. *If exhibits, riders and addenda, if any, affixed to this Lease Agreement are
incorporated herein and nx a part hercof,

B. Waiver. :waiver by Lessor of any term, covenant or condition herein contained shall
not be deemed 10 be a war of such term, covenant or condition or any subsequent breach of the same,
or any other term, covenan candition herein contained.

C. Joint Obliton. 1f there be more than one Lessee, the obligations hereunder imposed
shall be joint and several.

D. Marginal 2dings. The marginal headings and article title to the article of this Lease
Agreement are for convence only and shall have no effect upon the construction or interpretation of
any part hereof,

E. Time. Tri1s of the essence of this Lease Agreement and each and all of its provisions
in which performance is a tor.

F. Successomd Assigns. The covenants and conditions herein contained, subject to the
provisions as to assignmethall be binding on and inure to the benefit of the partics thereto, their
respective heirs, successorxccutors, administrators and assigns.

G. Integraticsinendment.  This Lease Agreement, inclusive of this Addendum, contains
all of the parties’ agreeme with respect to the matters. covered or mentioned in this Lease Agreement
and supersedes any and aitior agreements or understandings pertaining to any such matters. No
provision of this Lease Agment may be amended or modified except by an express agreement in
writing signed by the parthereto or their respective successors in interest. This Lease Agreement shall
not be effective or binding any party until fully executed by both parties hereto. Except as expressly
modified herein, all of thems and provisions of the Lease Agreement shall remain unmeodified and in
full force and effect.

H. Counterpi. This Lease Agreement may be executed in identical counterparts, all of
which taken together shalinstitute the same instrument.

L Cumulati{emedies. No remedy or election hereunder shall be deemed exclusive but
shall, whenever possible, cumulative with all other remedies at law or in equity.

AR Attomey«ces. In the event either party shall commence legal action or arbitration
proceedings for the purpos{ enforeing or interpreting any provision or condition hereof, by reason of
any alleged breach arising ler the provisions hereof, or in any other action or proceeding to which this
Lease Agreement gives ri whether arising in contract or tort) then the successful party in such
proceedings shall be entit (o reasonable attorneys’ fees, costs and expert witness fees to be determined
by the Court incurred in 1 proceeding or action, including any fees and costs incurred in enforcing any
judgment rendered, in aden to any other relief to which it may be entitled.

K. Notices. notices and demands to Lessee provided for herein shall be deemed to have

Addendum to Lease Agreement
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been served only when sucotice in writing is personally served on Lessee or has been deposited in the
United States mail by regived or certificd mail addressed to P. O. Box 2146, Longview, Texas 75606 or
at such other place as Les so advises Lessor in writing. All notices and demands to Lessor provided
for herein shall be decmec have been served only when such notice in writing is personally served on
Lessor or has been deposi in the United States mail by registered or certified mail addressed to JD

Ranch Partnership, ¢/o Ano K. Tsakopoulos, 7700 College Town Drive, Suite 101, Sacramento, CA
95826 or at such other plass Lessor so advises Lessee in writing.

L, Construct: Severabilility. Each party has been represented by counsel and has
cooperated in the drafting | preparation of this Agreement. Therefore, in any construction to be made
to this Agreement, the sarhall not be construed against any party. If any term of this Lease
Agreement, or the applicat thereof to any person or circumstance, shall to any extent be invalid or
unenforceable, the remain of this Lease Agreement, or the application of such term to persons or
circumstances other than te as to which it is invalid or unenforceable, shall not be affected thereby,

and each term of this Leasyreement shall be valid and enforceable to the fullest extent permitted by
law.

M. Relations of Parties. Nothing contained in this Lease Agreement shall be deemed or
construed by the parties, ¢v any third party, as creating the relationship of principal and agent,
partnership, or joint ventwy the parties. It ts understood and agreed that no provision contained in this
Lease Agreement or any « of the parties will be deemed to create any relationship other than the
relationship of lessor and ice.

IN WITNS WHEREOF, Lessor and Lessee have caused this Addendum to be
executed as of the day ancar first written above.

Lessec: Lessor:
Lacy Propes, LTD, a Texas JD Ranch Partnership,
limited peership, by Lacy a California general partnership

Property hagement, Inc., its
General 1ter

Au P
y/ /
N A Hawthorn 1;' : /
Its: \ President Its: W@. £
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