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OIL AND GAS LEASE
(PAID UP)

AGREEMENT, Malc and entared intg this October 18, 2006. by and herwren Bannic Lou Karst. Party of the first part, harcinafter called Lessor

(wlll\:‘hler one or more), and CLEARY PETROLEUM CORPORATION, - Oklahoma City, OK 73112, party of the second part, horcinafier
called lessce.
) ‘WH\BSETH That the said Lessor, fur :md in :onsndmhan of TEN AND MORE DOLLARS, cash in hand paid. reccipt of which is hereby

ged and of the and incd on the part of lessce 1o be pald kr:pl and pcr{ormed has granted, demiscd, keased and kt and

by these presents does grant, demise, ‘Icase and It unto the said lessee, for the purpose of [ ing. dniling, and operating for and
producing oil and all gas of whatsocver nature or kind, including alt iated hydi Juced in a hquld or gnscnus fnnn. also including sulphur produced in
association with oil or gas, hereinafier somctimes collectively referrod 10 as “oil and gas™, injucting gas, waters, other flaids, air and other gascous substances into
subsurface strata, laying pipe lines, storing oil, building tanks, power stations, tckephonc lincs and other struciures and things thercon 1o produce save, take care of,

treat, process, store and transport said oil and gas and other products manufactured therefrom situated in the County of«Een, State of-Hrizhoma, (o-wit:
y Eureka Nevada

W/2 NE/4; E/2 NW/4; NW/4 NW/4; NE/4 SW/4
of Section 23, Township 27N, Ringr, S52E, and conaining 400.00 acres, more or less.

Tt is agreed that this lcase shall remain in force for a'term of S years from date (horein call primary term) and as ong thereafter as oil or gas, or cither of
them, is produced I'mm said land by the lessee.

In ideration of the ises the said I Magm:

Ist. To deliver to the credit ol‘lssor free of cost, in the pipelinc 10 which it may connect its wells, the 1/6 part of all oil (mcludmg but not limited 1o
d and distillate) produced and saved from the lcased premiscs.

2nd. To pay L«ssor for gas of whatsocver nature or kind (with all of its constituents) produced and sold or used off the leased premises, or ustd in the
f; of p 116 of the gross proceods received for the gas sold, used off the premises, or used in the of products butin
no event more than 1/6 of the actial amount reccived by the lessee, said payments to be made monthly. During any period (whether before or after expiration of the
primiary tam hercof) when gas is not being so sold or used and the well or wells are shut in and there is no current production of oil or operations on said Ieased
premises sufficient to keep this lease in force, lessee shall pay or tender a royalty of One Dollar ($1.00) por year per nct royalty acre retained hereunder, such payman
or tendar 10 be made, on or before the anniversary date of this lcase next msumg after the expitation of ninety (90) days from the date such well is shut in and
thereafier on the anniversary datc of this léasc during the period such well is shut in, to the foyalty owners. When such payment or tender is made it will be considered

that gas is being produced within the meaning of the entirc lease:

3nd. To pay Lessor for gas produced from any oil well and used off the premises, o for the nunul‘::lm of czsmg-hl:ad gasoline or dry commercial gas,
1/60f the gross proceods, at the mouth of the well, received by, lessce for the-gas during the timie such gas shall be used, said payments to be made moathly.

If the lessee shall commence to drill a ‘well or commence reworking operations on an existing well vnthm the term of this Iease of any extension thereof, or
on acreage pooled therewith, the lessee shall have the right to drill such well 1o Teti i ions with ditigence and dispaich,
and if oil or gas, or cither of them, be found in paying quantitics, this lease shall continue and bein fm:c with Ilke cn‘ecl as if such well had been completed within the
term of years first ioncd. -Drilling sperations or mining operations shall be deémad 1o be commenced when the first material is placed on the leased premiscs or
when the first work, other than surveying or staking the location, is done thereon which is necessary for such operations.

- Lessec is hereby. granted the right at any time and from time 1o time 1o unitize the leased premiscs or any portion or portions thereof, as to all strata orany
stratum or strata. with any other lands as+tp all strata or any stratum or strata. for the production primarily of oil or primarily of gas with or without distillate, However,
0o unit for the produchon pnmanly of ml shall embrace more than: 40 acres, or for the production primarily of gas with or without distillate more than 640 acres;
provided that if any g shall ibe a spacing pattern for the development of the ficld or allocate a producing allowabic based on acreage per
well, then any such unit may embrace as much additional acreape as may be so prescribed or as may be used in such allocation of allowable. Lessce shall file written
unit daigm_liomﬂimhe county in which the leased premiscs are docated. Operations upon and production from the unit shail be treated as if such operations were upon

- or such production were from the leased premiscs whether or not the well or.wells are located thereon. The entire acreage within a unit shall be treatéd for all purposcs
as if it were covared by and included in this Jeasc except that the royalty on production from the unit shall be as below provided, and except that in calculating the
amount of any shut in gas royaltics, only the part of the acreage originatly leased and then actisally embraced by this Jease shall be counted. In respect fo production
from the unit. Lessee shall pay Lessor, in-licu of other ruyaltics thereon, only such-peoportion of the royaltics stipulated hicrein as the amount of his acreage placed in
the unit, or his royalty interest tharein on an acreage basis bears 1o the total acieage in the unit.

If said Lessor owns a bess interest in the above described land than the ontire and undivided foe simple estate therein whether stated hercinabove as whole or
partial interest. then the royalties herein provided shalt be paid to the Lessor only in the proportion which his interest bears to the whole and undivided fee.

Lessee shall have the right to use, free of cost, gas, oil and water produced on said land for its
opcrations thereon, except water from the wells of Lessor.

When requestad by the Lessor, lessee shall bury his pmpchms below plow depth.

No well shall be drilled nearer than 200 feet to the house or barn now oft said premiscs, without the written consent of the Lessor.,

Lessce shall pay for all damages caused by its opcrations 10 growing crops on said land.

Lassce shall have the right at any time to remove all machinery and fixtures placed on said premiscs, including the sight to draw and remove casing.

Any structures and facilitics placed on the leased premiscs by lessee for operations hercunder and any well or wells on the leased premises drillod o used for
the injoction of salt water or other fluids may also be used for lessee’s operations on other lands in the same arca.

If the estate of cither pant harcto is assigned. and the privilege of assigning in whole or in part is expressly allowed, the covenants hercof shall extend to their
heirs, or assigns. , ne change or division in ownership of the land or royaliics shall enlarge the obligations or diminish
the rights of Lessce. No change in the ownership of the land or royaliics shall be binding on the lessee until after the fessce has been furnished with a written transfar
of assignment or a true copy thereof. In case Iessee assigns this ease, in whole o in part, lessce shall be selicved of all obligations with respect 1o the assigned portion
of portions anising subsojuent to the daie of assignmaont.

All express or implicd covenants of this leasc shall be subject to all Foderal and State lzws. Executive Orders, Rules and Regulations, and this lease shall
ot be tarminated, in whole or in pan, nor lessee held liable in damages, for failure to comply th h, il i isp d by, or such failure is the resubt of
any such Law, Order, Rule or Regutation.

This lease shall be effective as to cach lessor on exccution heroof as 4o His or her interest and shall be bmdmg on those signing notwithstanding some of the
Lessors above named may not join in the execution horeof. The word “Lessor™ as usod in this lease means the party of pantics who execule this lease as Lessor,
although not named above.

Lessce may at any time and (rom time 10 time surrender this Icase as to any part or parts of the leased premises by delivering or mailing a release thereof to
Lessor, or by placing a release of rocord in the proper County.

Lessor hereby warrants and agrees to defend the title 1o the lands herein described. and agrocs that the lessee shall have the right at any time to sedeem for
Lessor by payment any mosigages, taxes of other liens on the above describod fands, in the event of default of payment by Lessor, and be subrogated 10 the rights of the
holder thercof.

1t is agreed and wnderstood that Lessce is hereby given the xvp(mn to ulcnd the primary tcrm of this lcase for an additional Twe (2] years from the
expiration of the original primary term. This option may be exercised by Lessce according 10 the Icrms and conditions sct out in that certain letter agreement dated
October 18, 2006 by and between Lessor and Lessee. #f said option is not eacrcised, Lessee will timely record a release of this il and gas lease.

IN TESTIMONY WHEREOF, we sign this October 18, 2006.
BONNIE LOU KARST
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(Individual Acknowledgment)

STATE ORy, QY
. )ss
COUNTY O 0
The foregoing instrument was acknowledged before me this l;l day of le&_' 2006, by
«Lessom. ’ :

IN WITNESS WHEREOF, I have hereunto sct my official signature and affixed my official scal the day and
year first above written. .

My Commission Expires DHMID__ ) Q

CRETIG K. SCHILLING

Mz gt‘.’ﬁc._& 72~ velmg
T ety

My Commuission Exgires asni 08, 2010
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