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State Lease Number

M_ _Li :"5 "}‘_\«

For GLO Use Only

January 18, 2005
MINERAL LEASE BID APPLICATION

APPLICANT I agree, if awarded a lease on the referenced tract, to comply with all terms
AGREEMENT and conditions of said lease and with all applicable laws that so govern said
lease, and as those laws may be amended.

APPLICANT Name: C. Danny Foster Petroleum Land Services, Inc.
IDENTIFICATION  ————)
TO APPEAR ON Address: P. 0. Box 1700

LEASE (type/print)
City: Clinton State: MS Zip: 39060-1700
(Include +4 Code)

Telephone: (601)925-0087

« «s» AREA County(ies): Reeves Survey/Area: Public School
¢l | DESCRIPTION (If Applicable)
cabw
“esns’ Block/Tsp.: 58 Section/Tract: 41 Acres: 129
. (If Applicable)
. e
* ** BID (A) Bonus Amount ($)21,041.19
":""5 SUBMISSION
Twenty one thousand forty one and 19/100 dollars
L] -
. (type/print above)
LT E N
o (B) Sales Fee Amount ($)315.62
Three hundred fifteen and 62/100 dollars
(type/print above)
This Sales Fee is 12% of the cash bonus as provided in Section 32.110 of the
Natural Resources Code as amended.
L)
MGL. NO. APPLICANT NAME BONUS AMOUNT ONLY (%
(Do Not include sales fee) 7.
S
65 C. Danny Foster Petroleum Land Services, Inc. >(($)21,041.19 LSL’)
(same as above) &
STATE OF TEXAS ’
(must be an 11-digit number)
SIGNATURE OF
AGENT 0(5\
(signature) O
2\S. > &%,

(type/print name)




C. DANNY FOSTER / PETROLEUM LAND SERVICES, INC. lLca4gd

Commissioner of the Texas General Land Of 1/14/2005
Reimbursed Expenses:Lease Bonus Lease Bid - MGL No. 65 (Block 58, Tract 41, 129 gross acres) 21,041.19
Checking Lease Bid - MGL No. 65 21,041.19
C. DANNY FOSTER / PETROLEUM LAND SERVICES, INC. 12443
Commissioner of the Texas General Land Of 1/14/2005
Reimbursed Expenses:Lease Bonus Lease Bid - MGL No. 65 (Block 58, Tract 41, 129 gross acres) 21,041.19
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Checking Lease Bid - MGL No. 65 21,041.19



C. DANNY FOSTER / PETROLEUM LAND SERVICES, INC.

Commissioner of the Texas General Land Of 1/14/2005
Reimbursed Expenses:Lease Bonus Sales Fee - MGL No. 65 (Block 58, Tract 41, 129 gross acres) 315.62
Checking Sales Fee - MGL No. 65 315.62
C. DANNY FOSTER / PETROLEUM LAND SERVICES, INC. 1 2L AL
Commissioner of the Texas General Land Of 1/14/2005
Reimbursed Expenses:Lease Bonus Sales Fee - MGL No. 65 (Block 58, Tract 41, 129 gross acres) 315.62
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Checking Sales Fee - MGL No. 65 315.62
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Lease Form
Revised 10/99
Surveyed School Land

Austin, Texas

OIL AND GAS LEASE
NO. M-104580

WHEREAS, pursuant to the Texas Natural Resources Code Chapters 32, 33, 51, and Chapter 52, Subchapters A-D and H, (said Code being hereinafter referred to as N.R.C.), and subject to all
rules and regulations promulgated by the Commissioner of the General Land Office and/or the School Land Board pursuant thereto, and all other applicable statutes and amendments to said
N.R.C., the following area, to-wit:

WEST ONE-HALF (W/2) OF SECTION 41, BLOCK 58, PUBLIC SCHOOL LAND SURVEY, REEVES COUNTY, TEXAS, CONTAINING APPROXIMATELY 129 ACRES, AS
SHOWN ON THE OFFICIAL MAP OF REEVES COUNTY, TEXAS NOW ON FILE IN THE TEXAS GENERAL LAND OFFICE, AUSTIN, TEXAS,

was, after being duly advertised, offered for lease on the 18™ day of January, 2005, at 10:00 o'clock a.m., by the Commissioner of the General Land Office of the State of Texas and the School
Land Board of the State of Texas, for the sole and only purpose of prospecting and drilling for, and producing oil and/or gas that may be found and produced from the above described area; and

WHEREAS, after all bids and remittances which were received up to said time have been duly considered by the Commissioner of the General Land Office and the School Land Board at a
regular meeting thereof in the General Land Office, on the 18" day of January, 2005, hereinafier the "effective date” and it was found and determined that C. DANNY FOSTER
PETROLEUM LAND SERVICES, INC. whose address is P.O. BOX 1700, CLINTON, MISSISSIPPI 39060-1700 had offered the highest and best bid for a lease of the arca above
described and is, therefore, entitled to receive a lease thereon:

NOW, THEREFORE, 1, Jerry E. Patterson, Commissioner of the General Land Office of the State of Texas, hereinafter sometimes referred to as "Lessor,” whose address is Austin, Texas, by
virtue of the authority vested in me and in consideration of the payment by the hereinafter designated Lessee, the sum of Twenty-One Thousand Forty-One And 19/100 Dollars ($21,041.19),
receipt of which is hereby acknowledged and of the royalties, covenants, stipulations and conditions eontained and hereby agreed to be paid, observed and performed by Lessee, do hereby
demise, grant, lease and let unto the above mentioned bidder the exclusive right to prospect for, produce and take oil and/or gas from the aforesaid area upon the following terms and conditions,
to-wit:

1. RESERVATION: There is hereby excepted and reserved to Lessor the full use of the property covered hereby and all rights with respect to the surface and subsurface thereof for any and
all purposes except those granted and to the extent herein granted to Lessee, together with the rights of ingress and egress and use of said lands by Lessor and its mineral lessees, for purposes of
exploring for and producing the minerals which are not covered, or which may not be covered in the future, under the terms of this lease, but which may be located within the surface boundaries
of the leased area. All of the rights in and to the leased premises retained by Lessor and all of the rights in and to the leased premises granted to Lessee herein shall be exercised in such a manner
that neither shall unduly interfere with the operations of the other.

2. TERM: Subject to the other provisions hereof, this lease shall be for a term of five (5) years from the eflective date hereof (herein called "primary term”) and as long thereafter as oil or
gas is produced in paying quantities from said area.

3. DELAY RENTALS: If no well is commenced on the land hereby leased on or before the anniversary date of this lease, this lease shall terminate as to both parties unless the Lessee on or
before said date shall pay or tender to the Commissioner of the General Land Office of the State of Texas at Austin, Texas, the amount specified in the following schedule multiplied by the
number of acres in the premises, which shall operate as a rental and cover the privilege of deferring the commencement of a well for twelve (12) months from said date. In like manner and upon
payments or tenders of amounts set out in the following schedule, the commencement of a well may be further deferred for a like period of the same number of months.

iV ate Delay Rental per Acre
First $ 5.00
Second $ 5.00
Third $25.00
Fourth $25.00

4. PRODUCTION ROYALTIES: Subject to the provisions for royalty reductions set out in subparagraph (E) of this paragraph 4, upon production of oil and/or gas, the Lessee agrees to pay
or cause to be paid to the Commissioner of the General Land Office in Austin, Texas, for the use and benefit of the State of Texas, during the term hereof:

(A) OIL: As a royalty on oil, which is defined as including all hydrocarbons produced in a liquid form at the mouth of the well and also all condensate, distillate, and other liquid
hydrocarbons recovered from oil or gas run through a separator or other equipmient, as hereinafter provided, 1/4 part of the gross production or the market value thereof, at the option of the
Lessor, such value to be determined by 1) the highest posted price, plus premium, if any, offered or paid for oil, condensate, distillate, or other liquid hydrocarbons, respectively, of a like type and
gravity in the general area where produced and when run, or 2) the highest market price thereof offered or paid in the general area where produced and when run, or 3) the gross proceeds of the
sale thereof, whichever is the greater. Lessee agrees that before any gas produced from the land hereby leased is sold, used or processed in a plant, it will be run free of cost to Lessor through an
adequate oil and gas separator of conventional type or other equipment at least as efficient to the end that all liquid hydrocarbons recoverable from the gas by such means will be recovered. Upon
written consent of Lessor, the requirement that such gas be run through such a separator or other equipment may be waived upon such terms and conditions as prescribed by Lessor.

(B) NON-PROCESSED GAS: As a 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) 1/4 part of the gross
production or the market value thereof, at the option of the Lessor, 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 greater provided that the maximum pressure base in measuring the gas under this lease contract 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 test made by the Balance Method or by the most approved method of testing being used by the industry at the time of testing.



(C) PROCESSED GAS: As a royalty on any gas processed in a gasoline plant or other plant for the recovery of gasoline or other liquid hydrocarbons, 1/4 part of the residue gas and the
liquid hydrocarbons extracted or the market value thereof, at the option of the Lessor. 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 a plant in which Lessee (or its parent, subsidiary or affiliate) owns an
interest, then the percentage applicable to liquid hydrocarbons shall be fifty percent (50%) or the highest percent accruing to a third party processing gas through such plant under a processing
agreement negotiated at arms' length (or if there is no such third party, the highest percent then being specified in processing agreements or contracts in the industry), whichever is the greater. The
respective royalties on residue gas and on liquid hydrocarbons shall be determined by 1) the highest market price paid or offered for any gas (or liquid hydrocarbons) of comparable quality in the
general area or 2) the gross price paid or offered for such residue gas (or the weighted average gross selling price for the respective grades of liquid hydrocarbons), whichever is the greater. In no
event, however, shall the royalties payable under this paragraph be less than the royalties which would have been due had the gas not been processed.

(D) OTHER PRODUCTS: As a royalty on carbon black, sulphur or any other products produced or manufactured from gas (excepting liquid hydrocarbons) whether said gas be
"casinghead,” "dry" or any other gas, by fractionating, buming or any other processing, 1/4 part of gross production of such products, or the market value thereof, at the option of Lessor, such
market value to be determined as follows:

(1) On the basis of the highest market price of each product, during the same month in which such product is produced, or
(2) On the basis of the average gross sale price of each product for the same month in which such products are produced; whichever is the greater.

(E) VARIABLE ROYALTY: (i) Subject to the other provisions of this lease, it is hereby provided that in the event production in paying quantities is established pursuant to the terms of
this lease and such production is brought on line and sales thereof are commenced within eighteen (18) months of the effective date hereof, the royalty rate provided herein shall be reduced to
20%, and shall apply to each subsequent well drilled and produced on the land covered by this lease. Provided that, if during such eighteen (18) month term during which Lessee may eam a
reduced royalty rate of 20% as herein provided, Lessee should drill in good faith and complete the first well as a dry hole on the land covered by this lease, Lessee may receive a three (3) month
extension of the term in which to eam a reduced royalty rate by giving notice to the Commissioner of the General Land Office, commencing drilling operations on an additional well prior to the
expiration of such three (3) month period and prosecuting diligently and in good faith the drilling of such additional well and completing same so that production in paying quantities is established
and so that such production is brought on line and sales thereof are commenced prior to the expiration of such three (3) month extension period.

(ii) In the event production in paying quantities is established pursuant to the terms of this lease and such production is brought on line and sales thereof are commenced after the expiration
of eighteen (18) months from the effective date hereof but prior to the expiration of twenty-four (24) months from the effective date hereof, the royalty rate provided herein shall be reduced to
22.5% and shall apply to each subsequent well drilled and produced on the land covered by this lease. Provided that, if during such six (6) month term during which Lessee may eamn a reduced
royalty rate of 22.5% as herein provided, Lessee should drill in good faith and complete the first well as a dry hole on the land covered by this lease, Lessee may receive a three (3) month
extension of the term in which to eamn a reduced royalty rate by giving notice to the Commissioner of the General Land Office, commencing drilling operations on an additional well prior to the
expiration of such three (3) month period and prosecuting diligently and in good faith the drilling of such additional well and completing same so that production in paying quantities is established
and so that such production is brought on line and sales thereof are commenced prior to the expiration of such three (3) month extension period.

(F) NO DEDUCTIONS: Lessee agrees that all royalties accruing to Lessor under this lease shall be without deduction for the cost of producing, transporting, and otherwise making the oil,
gas and other products produced hereunder ready for sale or use.

(G) ROYALTY IN KIND: Notwithstanding anything contained herein to the contrary, Lessor may, at its option, upon not less than 60 days notice to Lessee, require at any time or from
time to time that payment of all or any royalties accruing to Lessor under this lease be made in kind without deduction for the cost of producing, gathering, storing, separating, treating,
dehydrating, compressing, processing, transporting and otherwise making the oil, gas and other products produced hereunder ready for sale or use. Lessor’s right to take its royalty in kind shall not
diminish or negate Lessor's rights or Lessee's obligations, whether express or implied, under this lease.

(H) PLANT FUEL AND RECYCLED GAS: No royalty shall be payable on any gas as may represent this lease’s proportionate share of any fuel used to process gas produced hereunder
in any processing plant. Notwithstanding anything contained herein to the contrary, and subject to the consent in writing of the Commissioner of the General Land Office, Lessee may recycle gas
for gas lift purposes on the leased premises after the liquid hydrocarbons contained in the gas have been removed, and no royalties shall be payable on the gas so recycled until such time as the
same may thereafter be produced and sold or used by Lessee in such manner as to entitle Lessor to a royalty thereon under the royalty provisions of this lease.

(I) 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 to Lessor in no event shall be
less than an amount equal to $5.00 per acre; otherwise, there shall be due and payable on or before the last day of the month succeeding the anniversary date of this lease a sum equal to $5.00 per
acre less the amount of royalties paid during the preceding year.

(J) MARGINAL PRODUCTION ROYALTY: Upon Lessee's written application, the School Land Board may reduce the royalty rate set out in this paragraph and/or the minimum
royalty set out in subparagraph 4 (I) to extend the economic life of this lease and encourage recovery of oil or gas that might otherwise remain unrecovered. Any such royalty reduction must
conform to the requirements of any School Land Board administrative rules on this subject Royalty may not be reduced below the applicable statutory minimum.

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

Payment of royalty on production of oil and gas shall be as provided in the rules set forth in the Texas Register. Rules currently provide that royalty on oil is due and must be received in the
General Land Office on or before the 5th day of the second month succeeding the month of production, and royalty on gas is due and must be received in the General Land Office on or before the
15th day of the second month succeeding the month of production, accompanied by the affidavit of the owner, manager or other authorized agent, completed in the form and manner prescribed by
the General Land Office and showing the gross amount and disposition of all oil and gas produced and the market value of the oil and gas, together with a copy of all documents, records or reports
confirming the gross production, disposition and market value including gas meter readings, pipeline receipts, gas line receipts and other checks or memoranda of amount produced and put into
pipelines, tanks, or pools and gas lines or gas storage, and any other reports or records which the General Land Office may require to verify the gross production, disposition and market value. In
all cases the authority of a manager or agent to act for the Lessee herein must be filed in the General Land Office. Each royalty payment shall be accompanied by a check stub, schedule, summary
or other remittance advice showing by the assigned General Land Office lease number the amount of royalty being paid on each lease. If Lessee pays his royalty on or before thirty (30) days after
the royalty payment 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 due or $25.00 whichever is greater. In addition to a penalty, royalties shall accrue interest at a rate of 12% per year; such interest will begin accruing when the royalty is sixty (60)
days overdue. Affidavits and supporting documents which are not filed when due shall incur a penalty in an amount set by the General Land Office administrative rule which is effective on the
date when the affidavits or supporting documents were due. The Lessee shall bear all responsibility for paying or causing royalties to be paid as prescribed by the due date provided herein.
Payment of the delinquency penalty shall in no way operate to prohibit the State's right of forfeiture as provided by law nor act to postpone the date on which royalties were originally due. The
above penalty provisions shall not apply in cases of title dispute as to the State's portion of the royalty or to that portion of the royalty in dispute as to fair market value.

6. (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 fumnish said Commissioner with copies of all contracts under which gas is sold or processed and all subsequent agreements and
amendments to such contracts within thirty (30) days after entering into or making such contracts, agreements or amendments. Such contracts and agreements when received by the General Land
Office shall be held in confidence by the G | Land Office unless otherwise authorized by Lessee. All other contracts and records pertaining to the production, transportation, sale and
marketing of the oil and gas produced on said premises, including the books and accounts, receipts and discharges of all wells, tanks, pools, meters, and pipelines shall at all times be subject to
inspection and examination by the Commissioner of the General Land Office, the Attommey General, the Governor, or the representative of any of them.

(B) 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 supplied to the General Land Office at the time they are filed with the Texas Railroad
Commission. Lessee shall supply the General Land Office with any records, memoranda, accounts, reports, cuttings and cores, or other information relative to the operation of the above-described
premises, which may be requested by the General Land Office, in addition to those herein expressly provided for. Lessee shall have an electrical and/or radioactivity survey made on the bore-hole
section, from the base of the surface casing to the total depth of well, of all wells drilled on the above described premises and shall transmit a true copy of the log of each survey on each well to the
General Land Office within fifteen (15) days after the making of said survey.



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

7. 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 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 11 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 Natural Resources Code Sections 52.151-52.153, or (3) such greater or lesser number of acres as may then be allocated for production purposes to a proration unit for each
such producing well under the rules and regulations of the Railroad Commission of Texas, or any successor agency, or other governmental authority having jurisdiction. Within 90 days of a
partial termination of this lease in accordance with this subparagraph and upon payment of the minimum filing fee set by General Land Office rules in effect at the time of the partial termination,
Lessee shall have the right to obtain a surface lease for ingress and egress on and across the terminated portion of the leased premises as may be reasonably necessary for the continued operation of
the portions of the lease remaining in force and effect. If Lessee fails to apply for a surface lease within the 90 day period specified above, Lessee may apply for a surface lease from the Land
Office, but the Land Commissioner has the discretion to grant or deny such application and to set the fee for such surface lease.

(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
feet below the total depth drilled (hereinafter "deeper depths”) in each well located on acreage retained in Paragraph 7 (A) above, unless on or before two (2) years after the primary or extended
term Lessee pays an amount equal to one-haif (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 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 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 School Land Board. 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 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. 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 thereafter
allocated to said well or wells for production purposes.

8. OFFSET WELLS: If oil and/or gas should be produced in commercial quantities from a well located on land privately owned or on State land leased at a lesser royalty, which well is within
one thousand (1,000) feet of the area included herein, or which well is draining the area covered by this lease, the Lessee shall, within sixty (60) days after such initial production from the draining
well or the well located within one thousand (1,000) feet from the area covered by this lease begin in good faith and prosecute diligently the drilling of an offset well on the area covered by this
lease, and such offset well shall be drilled to such depth as may be necessary to prevent the undue drainage of the area covered by this lease, and the Lessee, manager or driller shall use all means
necessary in a good faith effort to make such offset well produce oil and/or gas in commercial quantities. Only upon the determination of the Commissioner and with his written approval, may the
payment of a compensatory royalty satisfy the obligation to drill an offset well or wells required under this Paragraph.

9. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM: If, during the primary term hereof and prior to discovery and production of oil or gas on said land, Lessee
should drill a dry hole or holes thereon, or if during the primary term hereof and after the discovery and actual production of oil or gas from 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 completion 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 completed and abandoned, or the production of oil or gas should cease for any cause, Lessee's rights shall remain in full force and effect without
further operations until the expiration of the primary term: and if Lessee has not resumed production in paying quantities at the expiration of the primary term, Lessee may maintain this lease by
conducting additional drilling or reworking operations pursuant to Paragraph 10, using the expiration of the primary term as the date of cessation of production under Paragraph 10. 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, 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 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 thereafler 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.

10. CESSATION, DRILLING, AND REWORKING: If, afler 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 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.

11. 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 naintained 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 $10.00 per acre, but not less than $1,200 a year for each well capable of producing oil or gas in paying quantities. To be effective, each initial shut-in oil or gas royalty
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. If the shut-in oil or gas royalty is paid, the lease shall be considered to be a producing lease and the
payment shall extend the term of the lease for a period of one year from the end of the primary term, or from the first day of the month following the month in which production ceased, and, after
that, if no suitable production facilities or suitable market for the oil or gas exists, Lessee may extend 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.

12. COMPENSATORY ROYALTIES: If, during the period the lease is kept in effect by payment of the shut-in oil or gas royalty, oil or gas is sold and delivered in paying quantities from a
well located within one thousand (1,000) feet of the leased premises and completed in the same producing reservoir, or in any case in which drainage is occurring, the right to continue to maintain
the lease by paying the shut-in oil or gas royalty shall cease, but the lease shall remain effective for the remainder of the year for which the royalty has been paid. The Lessee may maintain the
lease for four more successive vears 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 to the Commissioner beginning on or
before the last day of the month following the month in which the oil or gas is produced from the well causing the drainage or that is completed in the same producing reservoir and located within
one thousand (1,000) feet of the leased premises; if the compensatory royalty paid in any 12-month period is in an amount less than the annual shut-in oil or gas royalty, Lessee shall pay an
amount equal to the difference within thirty (30) days from the end of the 12-month period; and none of these provisions will relieve Lessee of the obligation of reasonable development nor the
obligation to drill offset wells as provided in N.R.C. Section 52.034; however, at the determination of the Commissioner, and with the Commissioner’s written approval, the payment of
compensatory royalties shall satisfy the obligation to drill offset wells. Compensatory royalty payments which are not timely paid will accrue penalty and interest in accordance with Paragraph 5
of this lease.



13. EXTENSIONS: If, at the expiration of the primary term of this lease, production of oil or gas has not been obtained on the leased premises but drilling operations are being conducted
thereon in good faith and in a good and workmanlike manner, Lessee may, on or before the expiration of the primary term, file in the General Land Office written application to the Commissioner
of the General Land Office for a thirty (30) day extension of this lease, accompanied by payment of Three Thousand Dollars ($3,000.00) if this lease covers six hundred forty (640) acres or less
and Six Thousand Dollars (36,000.00) if this Jease covers more than six hundred forty (640) acres and the Commissioner shall, in writing, extend this lease for a thirty (30) day period from and
after the expiration of the primary term and so long thereafter as oil or gas is produced in paying quantities; provided further, that Lessee may, so long as such drilling operations are being
conducted make like application and payment during any thirty (30) day extended period for an additional extension of thirty (30) days and, upon receipt of such application and payment, the
Commissioner shall, in writing, again extend this lease so that same shall remain in force for such additional thirty (30) day period and so long thereafter as oil or gas is produced in paying
quantities; provided, however, that this lease shall not be extended for more than a total of three hundred ninety (390) days from and after the expiration of the primary term unless production in
paying quantities has been obtained.

14. USE OF WATER; SURFACE: Lessee shall have the right to use water produced on said land necessary for operations hereunder and solely upon the leased premises; provided, however,
Lessee shall not use potable water or water suitable for livestock or irrigation purposes for water flood operations without the prior written consent of Lessor. Subject to its obligation to pay
surface damages, Lessee shall have the right to use so much of the surface of the land that may be reasonably necessary for drilling and operating wells and transporting and marketing the
production therefrom, such use to be conducted under conditions of least injury to the surface of the land. Lessee shall pay surface damages in an amount set by the General Land Office fee
schedule which is effective on the date when the activity requiring the payment of surface damages occurs.

15. POLLUTION: In developing this area, Lessee shall use the highest degree of care and all proper safeguards to prevent pollution. Without limiting the foregoing, pollution of coastal
wetlands, natural waterways, rivers and impounded water shall be prevented by the use of containment facilities sufficient to prevent spillage, seepage or ground water contamination. In the event
of pollution, Lessee shall use all means at its disposal to recapture all escaped hydrocarbons or other pollutant and shall be responsible for all damage to public and private properties.

(A) UPLANDS: Lessee shall build and maintain fences around its slush, sump, and drainage pits and tank batteries so as to protect livestock against loss, damage or injury; and upon
completion or abandonment of any well or wells, Lessee shall fill and level all slush pits and cellars and completely clean up the drilling site of all rubbish thereon.

(B) SUBMERGED LANDS: No discharge of solid waste or garbage shall be allowed into State waters from any drilling or support vessels, production platform, crew or supply boat,
barge, jack-up rig or other equipment located on the leased area. Solid waste shall include but shall not be limited to containers, equipment, rubbish, plastic, glass, and any other man-made non-
biodegradable items. A sign must be displayed in a high traffic area on all vessels and manned platforms stating, "Discharge of any solid waste or garbage into State Waters from vessels or
platforms is strictly prohibited and may subject a State of Texas lease to forfeiture." Such statement shall be in lettering of at least 1" in size.

(C) RIVERS: To the extent necessary to prevent pollution, the provisions found in subsections (a) and (b) of this paragraph shall also apply to rivers and riverbeds.

(D) PENALTY: Failure to comply with the requirements of this provision may result in the maximum penalty allowed by law including forfeiture of the lease. Lessee shall be liable for the
damages caused by such failure and any costs and expenses incurred in cleaning areas affected by the discharged waste.

16. IDENTIFICATION MARKERS: Lessee shall erect, at a distance not to exceed twenty-five (25) feet from each well on the premises covered by this lease, a legible sign on which shall
be stated the name of the operator, the lease designation and the well number. Where two or more wells on the same lease or where wells on two or more leases are connected to the same tank
battery, whether by individual flow line connections direct to the tank or tanks or by use of a multiple header system, each line between each well and such tank or header shall be legibly identified
at all times, either by a firmly attached tag or plate or an identification properly painted on such line at a distance not to exceed three (3) feet from such tank or header connection. Said signs, tags,
plates or other identification markers shall be maintained in a legible condition throughout the term of this lease.

17. ASSIGNMENTS: The lease may be transferred at any time; provided, however, that the liability of the transferor to properly discharge its obligation under the lease, including properly
plugging abandoned wells, removing platforms or pipelines, or remediation of contamination at drill sites shall pass to the transferee upon the prior written consent of the Commissioner of the
General Land Office. The Commissioner may require the transferee to demonstrate financial responsibility and may require a bond or other security. All transfers must reference the lease by the
file number and must be recorded in the county where the area is located, and the recorded transfer or a copy certified to by the County Clerk of the county where the transfer is recorded must be
filed in the General Land Office within ninety (90) days of the execution date, as provided by N.R.C. Section 52.026, accompanied by the filing fee prescribed by the General Land Office rules in
effect on the date of receipt by the General Land Office of such transfer or certified copy thereof. Every transferee 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 transferee of the lease, including any liabilities to the state for unpaid royalties.

18. RELEASES: Lessee may relinquish the rights granted hereunder to the State at any time by recording the relinquishment in the county where this area is situated and filing the recorded
relinquishment or certified copy of same in the General Land Office within ninety (90) days afier its execution accompanied by the filing fee prescribed by the General Land Office rules in effect
on the date of receipt by the General Land Office of such relinquishment or certified copy thereof. Such relinquishment will not have the effect of releasing Lessee from any liability theretofore
accrued in favor of the State.

19. LIEN: In accordance with N.R.C. Section 52.136, the State shall have a first lien upon all oil and gas produced from the area covered by this lease to secure payment of all unpaid royalty
and other sums of money that may become due under this lease. By acceptance of this lease, Lessee grants the State, in addition to the lien provided by N.R.C. Section 52.136 and any other
applicable statutory lien, an express contractual lien on and security interest in all leased minerals in and extracted from the leased premises, all proceeds which may accrue to Lessee from the sale
of such leased minerals, whether such 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 leased minerals in order to secure the payment of all royalties or other amounts due or to become due under this lease and to secure payment of any damages or loss that Lessor
may suffer by reason of Lessee's breach of any covenant or condition of this lease, whether express or implied. This lien and security interest may be foreclosed with or without court proceedings
in the manner provided in the Title 1, Chapter 9 of the Texas Business and Commerce Code. Lessee agrees that the Commissioner may require Lessee to execute and record such instruments as
may be reasonably necessary to acknowledge, attach or perfect this lien. Lessee hereby represents that there are no prior or superior liens arising from and relating to Lessece'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.

20. FORFEITURE: If Lessee shall fail or refuse to make the payment of any sum within thirty (30) 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 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 10 lease to the highest bidder, under the same regulations controlling the original sale of leases. 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.

21. RIVERBED TRACTS: In the event this lease covers a riverbed, Lessee is hereby specifically granted the right of eminent domain and condemnation as provided for in N.R.C. Sections
52.092-52.093, as a part of the consideration moving to Lessor for the covenants herein made by Lessee.

22. APPLICABLE LAWS AND DRILLING RESTRICTIONS: This lease shall be subject to all rules and regulations, and amendments thereto, promulgated by the Commissioner of the
General Land Office governing drilling and producing operations on Permanent Free School Land (specifically including any rules promulgated that relate to plans of operations), payment of
royalties, and auditing procedures, and shall be subject to all other valid statutes, rules, regulations, orders and ordinances that may affect operations under the provisions of this lease. Without
limiting the generality of the foregoing, Lessee hereby agrees, by the acceptance of this lease, to be bound by and subject to all statutory and regulatory provisions relating to the General Land
Office's audit billing notice and audit hearings procedures. Said provisions are currently found at 31 Texas Administrative Code, Chapter 4, and Texas Natural Resources Code Sections 52.135
and 52.137 through 52.140. In the event this lease covers land franchised or leased or otherwise used by a navigation district or by the United States for the purpose of navigation or other purpose
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incident to the operation of a port, then Lessee shall not be entitled to enter or possess such land without prior approval as provided under Section 61.117 of the Texas Water Code, but Lessee shall
be entitled to develop such land for oil and gas by directional drilling; provided, however, that no surface drilling location may be nearer than 660 feet and special permission from the
Commissioner of the General Land Office is necessary to make any surface location nearer than 2,160 feet measured at right angles from the nearest bulkhead line or from the nearest dredged
bottom edge of any channel, slip, or turning basin which has been authorized by the United States as a federal project for future construction, whichever is nearer.

23. REMOVAL OF EQUIPMENT: Upon the termination of this lease for any cause, Lessee shall not, in any event, be permitted to remove the casing or any part of the equipment from any
producing, dry, or abandoned well or wells without the written consent of the Commissioner of the General Land Office or his authorized representative; nor shall Lessee, without the written
consent of said Commissioner or his authorized representative remove from the leased premises the casing or any other equipment, material, machinery, appliances or property owned by Lessee
and used by Lessee in the development and production of oil or gas therefrom until all dry or abandoned wells have been plugged and until all slush or refuse pits have been properly filled and all
broken or discarded lumber, machinery, or debris shall have been removed from the premises to the satisfaction of the said Commissioner or his authorized representative.

24, FORCE MAJEURE: Should Lessee be prevented from complying with any express or implied covenant of this lease, from conducting drilling operations thereon, or from producing oil
and/or gas therefrom, after effort made in good faith, by reason of war, rebellion, riots, strikes, fires, acts of God or any order, rule or regulation of governmental authority, then while so prevented,
Lessee's obligation to comply with such covenant shall be suspended upon proper and satisfactory proof presented to the Commissioner of the General Land Office in support of Lessee's
contention and Lessee shall not be liable for damages for failure to comply therewith (except in the event of lease operations suspended as provided in the rules and regulations adopted by the
School Land Board); and this lease shall be extended while and so long as Lessee is prevented, by any such cause, from drilling, reworking operations or producing oil and/or gas from the leased
premises; provided, however, that nothing herein shall be construed to suspend the payment of rentals during the primary or extended term, nor to abridge Lessee's right to a suspension under any
applicable statute of this State.

25. LEASE SECURITY: Lessee shall take the highest degree of care and all proper safeguards to protect said premises and to prevent theft of oil, gas, and other hydrocarbons produced from
said lease. This includes, but is not limited to, the installation of all necessary equipment, seals, locks, or other appropriate protective devices on or at all access points at the lease's production,
gathering and storage systems where theft of hydrocarbons can occur. Lessee shall be liable for the loss of any hydrocarbons resulting from theft and shall pay the State of Texas royalties thereon
as provided herein on all oil, gas or other hydrocarbons lost by reason of theft.

26. 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 in accordance with Natural Resources Code Sections 52.151-52.153, or if, at any time after the expiration of the primary term or the extended term, this lease covers a lesser
number of acres than the total amount described herein, payments that are made on a per acre basis hereunder shall be reduced according to the number of acres pooled, released, surrendered, or
otherwise severed, so that payments determined on a per acre basis under the terms of this lease during the primary term shall be calculated based upon the number of acres outside the boundaries
of a pooled unit, or, if after the expiration of the primary term, the number of acres actually retained and covered by this lease.

27. SUCCESSORS AND ASSIGNS: The covenants, conditions and agreements contained herein shall extend to and be binding upon the heirs, executors, administrators, successors or
assigns of Lessee herein.

28. ANTIQUITIES CODE: In the event that any feature of archeological or historical interest on Permanent School Fund Land is encountered during the activities authorized by this lease,
Lessee will immediately cease activities and will immediately notify the General Land Office (ATTN. Archaeologist, Asset Management Division, 1700 N. Congress Ave., Austin, Texas 78701)
and the Texas Historical Commission (P.O. Box 12276, Austin, TX 78711) so that adequate measures may be undertaken to protect or recover such discoveries or findings, as appropriate. Lessee
is expressly placed on notice of the National Historical Preservation Act of 1966 (PB-89-66, 80 Statute 915; 16 U.S.C.A. 470) and the Antiquities Code of Texas, Chapter 191, Tex. Nat. Code
Ann. (Vemon 1993 & Supp. 1998). On state-owned land not dedicated to the Permanent School Fund, lessee shall notify the Texas Historical Commission before breaking ground at a project
location. An archaeological survey might be required by the commission before construction of the project can commence. Further, in the event that any site, object, location, artifact or other
feature of archaeological, scientific, educational, cultural or historic interest is encountered during the activities authorize by this lease, lessee will immediately notify lessor and the Texas
Historical Commission so that adequate measures may be undertaken to protect or recover such discoveries or findings, as appropriate.

29. YVENUE: Lessor and lessee, including lessee's successors and assigns, hereby agree that venue for any dispute arising out of a provision of this lease, whether express or implied, regarding
interpretation of this lease, or relating in any way to this lease or to applicable case law, statutes, or administrative rules, shall be in a court of competent jurisdiction located in Travis County, State
of Texas.

30. LEASE FILING: Pursuant to Chapter 9 of the Tex. Bus. & Com. 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. The prescribed filing fee shall accompany the certified copies sent to the General Land Office.
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31. 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.

g LESSEE
- BY:
) E
\«\ = TITLE:
S § DATE:
Q g
\ l@ WHEREOF, witness the signature of the Commissioner of the General Land Office of the State of Texas under the seal of the General Land Office.
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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 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 , 20

Notary Public in and for

STATE OF

(INDIVIDUAL ACKNOWLEDGMENT)
COUNTY OF.

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

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

Given under my hand and seal of office this the day of , 20

Notary Public in and for




GENERAL LAND OFFICE

JERRY PATTERSON, COMMISSIONER

February 22, 2005

Mr. Danny Foster

C. Danny Foster Petroleum Land Services, Inc.
P.O. Box 1700

Clinton, Mississippi 39060-1700

Dear Mr. Foster:

Thank you for participating in the General Land Office Oil and Gas Lease Sale held on
January 18, 2005. | am pleased to inform you that C. Danny Foster Petroleum Land
Services, Inc. was the high bidder on MGL. No. 65, which has been assigned the lease
number M-104580.

The lease agreement for State Lease M-104580 is enclosed and will serve as your receipt
for the amount of your bid. This lease form must be signed and acknowledged by the
lessee, and then recorded in the County Clerk's office of the county or counties in which
lands covered by the lease are located. After signing and recording the lease, please
submit a certified copy of the recorded lease to the attention of the undersigned. These
requirements are material provisions of the lease; therefore, please return the certified
copy at your earliest convenience.

The lessee's other contractual and statutory responsibilities are outlined in the lease
agreement, such as Section 6(B), which requires operators to submit written notice of all
drilling, production, and related activities. When lessees file specific forms with the Texas
Railroad Commission, they are required to submit copies of these forms to the General
Land Office. Examples of these forms are: W-1, Application to Drill, Deepen, or Plug Back;
W-2, Oil Well Potential Test, Completion or Recompletion Report and Log; W-3, Plugging
Record; G -1, Gas Well Back Pressure Test, Completion/ Recompletion Report and Log;
G-5, Gas Well Classification Report; G-10, Gas Well Status Report; W-10, Oil Well Status
Report; W-12, Inclination Report; Electric Logs; Directional Surveys.

Please let me knc;w if you have any questions or need any additional information.

Sincerely,

Robert B. Hatter, Director
Mineral Leasing Division
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_FILE# 2349

Lease Form
Revised 10/99
Surveyed School Land

Austin, Texas

OIL AND GAS LEASE
NO. M-104580

WHEREAS, pursuant 1o the Texas Nawsal meccl Code Chapters 32, 33, 51, and Chapter 52, Subchapiers A-D and H, (said Code being herematler referred o as N.R.C), and subject to all
rules and regul Igated by the Ci i of the General Land Office and/or the School Land Board pursuant thereto, and all otlicr applicable statutes and amendments to said
N.RC., the lu!lcwmg arca, lo-wit:

WEST ONE-HALF (W/2) OF SECTION 41, BLOCK 58, PUBLIC SCHOOL LAND SURVEY, REEVES COUNTY, TEXAS, CONTAINING APPROXIMATELY 129 ACRES, AS
SHOWN ON THE OFFICIAL MAP OF REEVES COUNTY, TEXAS NOW ON FILE IN THE TEXAS GENERAL LAND OFFICE, AUSTIN, TEXAS,

was, after being duly advertised, offered for lease on the 18" day of January, 2005, at 10:00 o'clock a.m., by the Commissioner of the General Land Office of the State of Texas and the School
Land Board of the State of Texas, for e sole and only purpose of prospecting and drilling for, and producing oil and/or gas that may be lound and produced from the above described arca; and

WHEREAS, afler all bids and remi which were ived up Lo said tiune have been duly idered by the Cx issi of the General Land Office and the School Land Board at 3
regular mecting thereof in the General Land Office, on the 18 day of January, 2008, hercinafler the “cffective daic” and it was found and determined that C. DANNY FOSTER
PETROLEUM LAND SERVICES, INC. whose address is P.O. BOX 1700, CLINTON, MISSISSIPPI 39060-1700 had offered the highest and best bid for a lease of the arca above
described and is, therefore, eatitled (o receive a lease thercon:

NOW, THEREFORE, |, Jerry E. Patterson, Commissioner of the General Land Office of the State of Texas, herelnafter sometimes referred 1o as "Lessor,” whose address s Austin, Texas, by

virtue of the authority vested in me and in id of the p by the hereinafter designated Lessee, the sum of Twenty-One Thousand Forty-Oue And 19/100 Dollars ($21,041.19),
receipt of which is hereby acknowledged and of the i ipulations and diti ined and hereby agreed (o be paid, observed and performed by Lessce, do bereby
demise, grant, lease and let unto the above joned bidder the exclusive right 1o prospect for, produce and wke il and/or gas from the aforesaid area upon the following terms and conditions,

1o-wit:

1. RESERVATION: There is hereby excepted and reserved to Lessor the full use of the property covered hereby and all rights with respect (o the surface snd subsurface thercof for any and
all purposes except those granted and 1o the extent herein granted o Lessee, together with the rights of ingress and cgress and use of said lands by Lessor and its mineral lessees, for purposes of
exploring for and producing the minerals which are not covered, or which may not be covered in the future, under the terms of this lease, but which may be located within the surface boundanies
of the leased area. Al of the rights in and 1o the leased premises rewained by Lessor and all of the rights in and 10 the leased premuscs granted 1o Lessec herein shall be excrcised io such a manner
that neither shall unduly interfere with the operations of the other.

2. TERM: Subject o the other provisions bercof, this leasc shall be for a ternm of five (5) years from the cifective date bereof (berein called "primary term”) and as long thercaller as oil or
gas is produced in paying quantities from said arca.

3. DELAY RENTALS: If no well is conmenced on the land hereby leased on or before the anniversary date of this lease, this lease shall t:nrﬂmu- as 1o both pamr.s uﬂ!css the Lessee on or
before said date shall pay or tender 1o the Commissioner of the Geoeral Land Office of the State of Texas at Austin, Teaas, the amount specified in the followi ltiplied by the

number of acres in the premises, which shall operate as a rental and cover the privilege of deferring the commencement of 3 well for twelve (12) months from said dau In like manner and upon
payments or tenders of amounts set out in the following schedule, the commencement of a well may be further deferred for a like period of the same number of months.
Anniversary Date Delay Rental per Acrs

Fimst $ 5.00

Second § 500

Third $25.00

Fourth $25.00
4. PRODUCTION ROYALTIES: Subject o the provisions for royalty ions set out in ph (E) of this paragraph 4, upon prod of oil and/or gas, the Lessce agrees 10 pay

or cause (o be paid to the Comenissioner of the General Land Office in Austin, Texas, for the use and benefit of the State of Texas, during the term hereof:

{A) OIL: As a royalty on oil, which is defined as including all hydrocart prod i.n a hqu.ld form at the mouth of the well and also all condensate, distillate, and other liquid
bydrocarbons recovered from oil or gas run through a sep or o:her i as hereil provided, 14 pan of the gross production or the nurket value thereof, at the option of the

Lessor, such value to be determnined by 1) the highest posted price, plus premium, if any, offered or paid for oil, condensate, distillate, or other liquid hydrocarbons, respectively, of a like type and
gravity in the general area where produced and when run, or 2) the highest market price thereof offered or paid in the general area where produced and when nun, or 3) the gross proceeds of the
sale thereol, whichever is the greater. Lessce agrees that before any gas produced from the land hereby leased is sold, used or processed in a plant, it will be run free of cost to Lessor through an
adequate oil and gas separator of conventional type or other equipment at least as efficient to the end that all liquid hydrocarbons recoverable from the gas by such means will be recovered. Upon
written consent of Lessor, the requirement that such gas be run through such a separator or other equipment may be waived upon such terms and conditions as prescribed by Lessor,

(B) NON-PROCESSED GAS: As a royalty on any gas (including farcd gas), which is defined as all hydrocarbons and gascous substances not defined as oil in subparsgraph (A) above,
preduced from any well oo said land (except as provided herein with respect (o gas processed in a plant for the extraction of gasoline, liquid hydrocarbons or other products) 1/4 pan of the gross
production or the market value thereol, at the option of the Lessor, such value to be based on the highest markel price paid or offered for gas of comparable quality in the general area where
produced and whea run, or the gross price paid or offered W the producer, whichever is greater provided that the maximum pressure base in measuring the gas under this kease contract shall not at
any time exceed 14.65 pounds per square inch absolute, and the standard base teoperature shall be sixty (60) degrees Falwenheit, correction to be made for pressure according 1o Boyle's Law,
and for specific gravity according to test made by the Balance Method or by the most approved method of testing being used by the industry at the time of westing.

True and Correct
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(C) PROCESSED GAS: As a royalty on any gas processed in a gasoline plant or other plant for the recovery of gasoline or other liquid hydrocarhons, 1/4 part of the residue gas and the
liquid hydrocarbons extracted or the market value thereof, at the option of the Lessor. All royalties due herein shall be based on one hundred percent (100%) of the loh! pl.na pmdu:ﬂonnl'mndu:
gumn'bm.blllnlﬂptdmﬁﬁw&hmmmﬂﬂymum(sﬁ)wﬂnlwmmﬁﬂl to Lessee, whichever is the greater, of the total plant prod
attributable to the gas produced from this lease; provided that if liquid hyd from gas mlﬂlmmmhhmc(uihplmn.mtdhrywlmmu)omm
interest, then the p licable to liquid hydrocark lhlllbeﬁﬁymmm(iﬁ%}udﬂhilﬁﬂmﬁmnﬁlhlmlrﬁmmmmlmmﬂmhmm.pmcmmg
agreement mnmwd atams’ iea;th {or if there is no such third party, the highest percent then being specified in p in the industry), whichever is the greater. The
respective royalties on residue gas and on liquid hyd: hons shall be d ined by 1) the highest market price plid or offered for lny £as (or liquid hydrocarbons) of comparable quality in the
general area or 2) the gross price paid or offered &r such residue gas (or the weighted average gross selling price for the respective grades of liquid hydrocarbons), whichever is the greater. In no
event, however, shall the royalties payable under this paragraph be less than the royalties which would have been due had the gas not been processed.

(D) OTHER PRODUCTS: As a royalty on carbon black, sulphur or any other prod duced or factured from gas (excepting liquid hydrocarbons) whether said gas be
“casinghead,” "dry” or any other gas, by fractionating, buming or any other processing, ]}_{ part of |rm production of such products, or the market value thereof, at the option of Lessor, such
market value to be determined as follows:

(1) On the basis of the highest market price of each product, during the same month in which such product is pmd!lzd, or
{2) On the basis of the average gross sale price of each product for the same month in which such products are hich is the greater.

P

(E) VARIABLE ROYALTY: (i) Subject to the other provisions of this lease, it is hereby provided that in the event production in paying quantities is established pursuant to the terms of
this lease and such production is brought on line and sales thereof are commenced within eighteen (18) months of the effective date hereof, the royalty rate provided herein shall be reduced to
20%, and shall apply to cach subsequent well drilled and produced on the land covered by this lease. Provided that, if during such eighteen (18) month term during which Lessee may eam a
redwedmnhynuof:(mulmehm\rided. Lessee should drill in good faith and complete the first well lsndnhnlennlhelmdcomdb‘yﬂih lease, hmnymhzaﬂvee(l)mh
extension of the term in which to eam a reduced royalty rate by giving notice to the Commissioner of the General Land Office, g drilling operations on an additional well prior to the
expiration of such three (3) month period and prosecuting diligently and in mﬂd faith the drilling of such additional well and mpl:lmg same 50 that production in paying quantities is established
and so that such production is brought on line and sales thereof are d prior to the expiration of such three (3) month extension period.

(ii) In the event production in paying ities is established 1o the terms of this lease and such production is brought on line and sales thereof are commenced afler the expination
of cighteen (18) rmnlhs from the effective dlleh:wofbutpthrluﬁu expination of twenty-four (24) months from the effective date hereof, the royalty rate provided herein shall be reduced to
22.5% and shall apply to each subsequent well drilled and produced on the land covered by this lease. Provided that, if during such six (6) month term during which Lessee may eam a reduced
royalty rate of 22.5% as herein provided, Lessee should drill in good faith and complete the first well as a dry hole on the land covered by this lease, Lessee may receive a three (1) month

extension of the term in which to eam a reduced royalty rate by giving notice to the Commissioner of the General Land Office, ing drilling operations on an additional well prior to the
expiration of such three (1) month period and prosecuting diligently and in good faith the drilling of such additional well and completing same so that production in paying quantities is established
and so that such production is brought on line and sales thereof are prior to the expiration of such three (3) month extension period.

(F) NO DEDUCTIONS: Lessee agrees that all royalties accruing to Lessor under this lease shall be without deduction for the cost of producing. transporting. and otherwise making the oil,
gas and other products produced hereunder ready for sale or use.

(G) ROYALTY IN KIND: Notwithstanding anything i hmhmuu:omry.memy.niuopmuwmmknuunwd-ysmmmumnqm-unynmrur&om
rim:lntimel.hlip:ym:mnflllormymimmgbmwwmumkmhﬂwlm“mmbrlllctoﬂof duct treating,

d g and otherwise making the oil, gas and other products produced hereunder ready for sale or use. W:nmhnteilsmyll!y in kind shall not
dmiukhwnepl: Lusw’nd.huoeru’:obhphemwhlbuexwmuhvlnd.mﬂukm

(") I'uNTrlIELANnR!-:CYCI.IZnGAs Nomylllyshllbepoy‘bhmmymumy P this lease's proporti share of any fuel used to process gas produced hereunder
inany p ing plant. Notwith hﬂnlnblheemﬂvylndwbjutml.hemunlhmmlorlheCmmlinmol‘lbeﬁcmlLmdomee.ummyn:yelgm
fuiwliﬂpwpousmU\elencdpmrﬁnll\:rlh=lum{dhy&mtbmumhmlﬁlﬂumhlwbunmuilndum)qlthsm"bepnnhlemuwmmychdumlmhmulh
same may thereafter be produced and sold or used by Lessee in such manner as to entitle Lessor to a royalty thereon under the royalty provisions of this lease.

(1) MINIMUM ROYALTY: During any year afler the expiration of the primary term of this lease, if this lease is maintained by production, the royalties paid to Lessor in no event shall be
less than an amount equal to §5.00 per acre; otherwise, there shall be due and payable on or hefore the last day of the month succeeding the anniversary date of this lease a sum equal to $5.00 per
acre less the amount of royalties paid during the preceding year,

{5) MARGINAL PRODUCTION ROYALTY: Upon Lessee’s written application, the School Land Board may reduce the royalty rate set out in this paragraph and/or the minimum
royalty set out in subparsgraph 4 (1) 1o extend the economuc life of this Jease and encourage recovery of oil or gas that might otherwise remain unrecovered.  Any such royalty reduction must
conforni to the requirements of any School Land Board administrative rules on this subject. Royalty may not be reduced below the applicable statutory minimum.

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

Payment of royalty on production of oil and gas shall be as provided in the rules set forth in the Texas Register. Rules currently provide that royalty on oil is due and must be received in the
General Land Office on or before the Sth day of the second month succeeding the month of production, and royalty on gas is due and must be received in the Genenal Land Office on or before the
15th day of the second month ding the month of producti panied by the affidavit of the owner, manager or other authorized agent, completed in the form and manner prescribed by
the General Land Office and showing the gross amount and dispasition of all ofl and gas produced and the market value of the oil and gas, together with a copy of all documents, records or reports
confirming the gross production, disposition and market value including gas meter readings, pipeline receipts, gas line receipts and other checks or memoranda of amount praduced 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 accompanied by a check stub, schedule,
or other remittance advice showing by the assigned General Land Office lease number the amount of royalty being paid on each lease. If Lessee pays his royalty on or before thirty (30) days after
the royalty payment 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 due or $25.00 whichever is greater. In addition to a pemalty, royalties shall accrue interest at a rate of 12% per year; such interest will begin accruing when the royalty is sixty (60)
days overdue. AfMidavits 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 1o 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 3¢t to pastpone the date on which royalties were originally due. The
above penalty provisions shall not apply in cases of title dispute as to the Stale's portion of the royalty or to that portion of the royalty in dispute as to fair market value.

6. (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 pl

reserves underlying this lease or allocabl bdm!ewelndlhlllﬂmﬂshuidCommmndulwinohnmmmmhmisnldw, d and all sub:
amndmmwmhmwuwiﬂﬂuﬂm! (30) days after entering into or making such Such and agr \uhnmwtdbyﬂu(]euﬂl Lmd
omwluuuhmmwmamlmummw-mwm Aﬂaﬁamwdm:mh ining o the tion, sale and
marketing of the oil and gas produced on said premises, i hm-ﬁmmmmdmd-“mlb.mpmhmndmnmahﬂuanmu:\imﬁb
inspection and ination by the C jssioner of the General Land Office, the Attomney General, the Governor, or the representative of any of them.

(m DRII.LING RECORDS: wmm: mb:e of all op:nﬂms on this lease shall be submitted to the Commissioner of the General Land Office by Lessee or operator five (5) days hefore spud
date, , Te-entry, or plug and aband: of any well or wells. Such written notice to the General Land Office shall include copies of Railroad Commission
Fotml’umliﬂlﬂunllﬂ‘ll. Cnpiuofw:l!m.mpleﬂmmmm;mmkmﬁdhuwwmﬁunkmdqmﬁledwﬂﬁcTuulhihud
Commission. mnhllwyuomwomm-wmmmwmpwmmmhmﬁmmuumummmum

ises, which may be req d by the General Land Office, in addition to those herein expressly provided for. Lessee shall have an clectrical and/or radioactivity survey made on the bore-hole
mlmn. 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.
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(C) PENALTIES: Lessece shall incur a penalty wh Teports, d or other 1als are not filed in the General Land Office when due. The penalty for late filing shall be set by
the General Land Office administrative rule which is effective on the date when the materials were due in the General Land Office.

7. 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 premuses,
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 develop of the leascd premises and
in marketing the production thereon.

(A) VERTICAL: In the cvent this lease is in force and effect two (2) years after the expiration date of the primary or extended term it shall then terminate as 1o all of the leased prenuses,
EXCEPT (1) 40 acres |um;w~;d.mg cach oil well capable of producing in paying quami:iu and 320 wcres surtounding each gas well capable ul’producing in paying quantities (including a shut-in

oil or gas well as provided in Paragraph 11 hereof), or a well upon which Lessee is then engaged in i drilling or king operations, or (‘2] umrbu of acres included in o p!odu:ul;
pooled unit pursuant to Natural Resources Code Sections 52.151-52.153, or (3) such greater or lesser number of acres as may lll:nb: 1k d for p 0ap jon unit for each
such producing well under the rules and regulations of the Railroad Commission of Texas, o any SuCCEsSar agency, of or other g 1 authori having jurisdiction. Within 90 days of &
partial enmination of this lease in d with this suby iph and upon pay of the ﬁllu;fwulbyﬁeucnlhndomccmksmeﬂculllkuntnrrh:pamlmm

Lessce shall have the right © obtain a swface leasc for ingress and cgress on and across the ternminated portion of the leased premises as may be reasonably necessary for the continued operation of
the portions of the lease remaining in force and effect. If Lessee fails to apply for a surface lease within the 90 day penod specificd above, Lessce may apply for a surface lease from the Land
Office, but the Land Commissioner has the discretion to grant or deny such application and to set the fee for such surface lease.

(B) HORIZONTAL: In the event this lease is in force and effect two (2) years afler the expiration date of the primary or extended term it shall further terminate as 1o all depths below 100
feet below the total depth drilled (hereinafier "deeper depths”) in each well located on acreage rewined in Paragraph 7 (A) above, unless on or before two (2) years afler the primary or exiended
term Lessee pays an smount equal to onc-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 W such deeper depths, and said termination shall be delayed for an additional period of two (2) years and 5o long thereafter as oil or gas is produced in paying quantities from such
deeper depths covered by this lease.

(C) IDENTIFICATION AND FILING: The surface acreage retained hereunder as w0 each well shall, as nearly as practical, be in the form of & square with the well located in the center
thereof, or such other slnpt as may be approved by the School Land Board. ‘Within thirty (30) days afler partial termination of this lease as provided berein, Lessce shall execute and record a
release or releases ga y legal description of the acreage and/or depths not retained hereunder. The recorded release. or a centified copy of same, shall be filed in the General
Land Office, m:olqunu:d by the filing ru pmcribcd by the General Land Office rules in effect on the date the release is filed. IF Lessee fails or refuses o txecul: and record such release or
releases within ninety (90) days afler being requested o do so by the General Land Office, then the Ci issi at his sole di: ton may desi by written § the acreage and/or
depths to be released hereunder and record such instrument at Lessee's expense in the county or counties where the Insc is located and in the official records of the General Land Office and such
designation shall be binding upon Lessee for all purposes. I at auy time after the effective date of the partial i isions hereof, the applicable field rules are changed or the well or
wells located thereon are reclassified so that less acreage is thereafler allocated 1o said well or wells for production pllrpom this lease shall lhcr:won terminate as to all acreage not thereafler
allocated to said well or wells for production purposes.

8. OFFSET WELLS: If oil and/or gas should be produced in I from a well located on land privately owned or on State land leased at a lesser royalty, which well is within
one thousand (1,000) feet of the arca included berein, or which well is draining the arca covered by this lease, the Lessee shall, within siaty (60) days afler such initial production from the draining
well or the well located within one thousand (1,000) feet from the area covered by this lease begin in good faith and prosecute diligently the drilling of an offset well on the arca covered by this
lease, and such offset well shall be dnlled 1o such depth as may be necessary o prevent Ih: undue drainage of the arca covered by this lease, and the Lessee, manager or dnller shall use all means
necessary in a good faith effort to nuke such offset well produce oil and/or gas in ities. Only upon the & ion of the C 551 and with his written approval, may the
payment of a compensatory royalty satisfy the obligation o dnll an offset well or wells required under this Paragraph.

9. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM: If, during the primary term hereof and prior 1 discovery and production of oil of gas on said land, Lessee
should drill a dry hole or holes thereon, or if during the primary term hereof and afler the discovery and actual production of oil or gas from the Ins.cdprumsumdi production thereal should
cease from any cause, this kuu shall not terminate if on or before the expiration of sixty (60) days from date of completion of said dry bole or ion of p Lessee

ditional drilling or :bnma.urp.ly‘un:nd:rsm:n:aumld:hyunulmd:nnxnmupmwkdmﬂmkau It dmnglh: h.llynluflh:ptumryl.:nnnl
within sixty (60) days prior dmm a dry hole be leted and d, or the production of oil or gas should ccase for any cause, Lessce’s rights shall remain in full force and effect without
further operations untl the expiration of the pnml.ry l:nn. and if Lessee hs nol resumed production in paying g jes at the expiration of the primary tenm, Lessee may maintain this lease by
conducting additional drilling or reworking operations p o P h 10, using the expiration of the primary term as the date of cessation of production under Paragraph 10. Should the
first well or any subsequent well drilled on the above described land be :unyl:ml as a shut-in oil or gas well within the primary term hercof, Lessee may resume payment of the annual rental in
the same manner as provided herein on or before tie 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 W
make such payment, this lease shall ipso facto terminate. 1f at the expiration of the primary term or any time thereafler a shut-in ol or gas well is located on the leased premises payments may be
made in accordance with the shut-in provisions hereol.

10. CESSATION, DRILLING, AND REWORKING: If, after the cxpiration of the primary term, ymducmn of oil or gas from the leased premises, after once cbuined, should cease from

any cause, this lease shall not i if Lessce dditional drilling or & 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 w workmanlike manner wll-huul :!ll:mlp{lum totaling more than sixty (60) days 1f such dnllm; or reworking operations result in
ﬂzpmdmuonnfmlotmllakmshllrmumm!ulll‘uuund:l!‘w!fwsuhur,nnllulsuupmdmndhumlhukaml iscs in paying g or p of shut-in oil or gas well
royalties or p. of y royalties is made as p h:mu: or a3 provided by law. If the drilling or reworking operations result in the conq;l:lmn of a well as a dry hole, the lease
will not I:rmmn: if the l.:nc: dditional drilling or k jons within sixty (60) days afler the conpletion of the well as a dry bole, and this lease shall remain in effect so
long as Lessee i drilling L ions in good faith and Ina workmanlike manner without interruptions totaling more than sixty (60) days. Lessce shall give writien notice lo

the General Land Office within Ihlrly (30) dﬂyx ,of any cessation of production.

11. SHUT-IN ROYALTIES: For purposes of tus 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 naintained 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 payasa shut-in oil or gas
royalty an amount equal to $10.00 per acre, but not less than $1,200 a year for each well capable of producing oil or gas in paying quantities. To be effective, each initial shut-in oil or gas royalty
ulualbcpaﬂunwbcfmc (1) the expiration of the pnrmry term, (2) 60 days after the Lessee ccases to produce oil or gas from the leased premises, or (3) 60 days after Lessee completes a drilling

d wilh the lease provisions; whichever date is latest If the shut-in oil or gas royalty is paid, the lease shall be considered 10 be a producing lease and the
paym:nl sblll extcnd lilc term of the lease for a period of one year from the end of the primary tesm, or from the first day of the month following the month in which prudu:uun ceased, and, after
that, if no suitable production facilities or suitable market for the oil or gas exists, Lessce may extend the lease for four more successive periods of one (1) year by paying the same amount cach
year on or before the expiration of each shut-in year.

1. COMPENSATORY ROYALTIES: If, dum;thcpmudlh:kmuhpimcﬂ'ulbyplmﬂohhc:hm mollwpsmyally.mlotmuwldlndckhvu:dmplmqunumﬁnml
wcllhuwdwmnnnuhomnd(lmo)ﬁmol'mhud and d in the same p i TESCrvoir, of in any case in which drainage is £, the right o o

the lcase 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 pmd. The Lessce 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 leted in the same prod usmmdwilhinoaedwusmd(hwo)ﬁmuﬂhcluudpnm Thccwpmmmyﬂtynbbeplﬂmulﬂywﬂntmnmlbr.gmmn[onur

before the last day of the month fnnowm; the mouth in which the oil or gas is produced from the well causing the drai or that is completed in the same prod and located within
‘ one thousand (1,000) feet of the leased premises; if the compensatory royalty paid in any 12-month period is in an amount less than the annual shut-in oﬂ or '.u mptry, Luscc shall pay an
[ amount equal 1o the difference within thirty (30) days from the end of the 12-month period; and none of these provisions will relicve Lessee of the obligation of nor the
| obligation o drill offset wells as provided in N.R.C. Section 52.034; by L Al the d ination of the Commissi and with the Commissioner’s writlen ‘lh: of
| cmmﬂll:lmry royalties shall satisfy the obligation to drill offset wells. Commm royalty payments which are not timely paid will accrue penalty and interest in mnium with Pammph 5

of this Jease.
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13. EXTENSIONS: If, at the expiration of the primary term of this lease, production of oil or gas has not been obtained on the leased premises but drilling operations are being conducted
thereon in good faith and in a good and workmanlike manner, Lessee may, on or before the expiration of the primary term, file in the General Land Office written awﬁminn to the Commissioner
of the General Land Office for a thirty (30) day extension of this lease, accompanied by payment of Three Thousand Dollars ($3,000.00) if this lease covers six hundred forty (640) acres or less
and Six Thousand Dollars ($6,000.00) if this lease covers more than six hundred forty (640) acres and the Commissioner shall, in writing, extend this lease for a thirty (30) day period from and
nnerllnuplnmnoruupnmrytennmdmhn;mcmlmanilwmk duced in paying quantiti ided further, that Lessee may, so long as such drilling operations are being

ducted make like application and pay during any thirty (30) day extended period for an additional ulmioﬂ of thirty (30) days and, upon receipt of such application and payment, the
Commissioner shall, in writing, again extend this lease so that same shall remain in force for such additional thirty (30) day period and so long thereafter as oil or gas is produced in paying
quantities; provided, however, that this lease shall not be extended for more than a total of three hundred ninety (390) days from and after the expiration of the primary term unless pmduction in
paying quantities has been obtained.

14. USE OF WATER; SURFACE: Lessee shall have the right 1o use water produced o said land for jons h der and solely upon the leased premises; provided, however,
Lessee shall not use potable water or water suitable for livestock or irrigation purposes for water flood operations without the prior written consent of Lessor. Subject o its nbﬂpnun 10 pay
surface damages, Lessee shall have the right to use so much of the surface of the land that may be reasonably necessary for drilling and op g wells and porting and the
production therefrom, such use to be conducted under conditions of least injury to the surface of the land. Lessee shall pay surface damages in an amount set by the Gcnml Land Office fee
schedule which is effective on the date when the activity requiring the payment of surface damages occurs.

15. POLLUTION: [n developing this area, Lessee shall use the highest degree of care and all proper safeguards to prevent pollution. Without limiting the foregoing, pollution of coastal
wetlands, natural waterways, rivers and impounded water shall be prevented by the use of containment facilities sufficient to prevent spillage, seepage or ground waler contamination. In the event
of pallution, Lessee 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.

{A) UPLANDS: Lessce shall build and maintain fences around its slush, sump, and drainage pits and tank batteries 5o as fo protect livestock against loss, damage or injury; and upon
completion or abandonment of any well or wells, Lessee shall fill and level all slush pits and cellars and completely clean up the drilling site of all rubbish thereon.

(B) SUBMERGED LANDS: No discharge of solid waste or garhage shall be allowed into State waters from any drilling or support vessels, production platform, erew or supply boat,
barge, jack-up rig or other equipment located on the leased arca. Solid waste shall inciude but shall not be limited to containers, equipment, rubbish, plastic, glass, and any other man-made non-
bhiodegradable items. A sign must be displayed in a high traffic area on all vessels and manned platforms stating, "Discharge of any solid waste or garbage into State Waters from vessels or
platforms is strictly prohibited and may subject a State of Texas lease to forfeiture.” Such statement shall be in lettering of at least 1" in size.

(C) RIVERS: To the extent Y to prevent pollution, the provisions found in subsections (a) and (b) of this paragraph shall also apply to rivers and riverbeds.

(D) PENALTY: Failure to comply with the requirements of this provision may result in the maximum penalty allowed by law including forfeiture of the lease. Lessee shall be liable for the
damages caused by such failure and any costs and expenses incurred in cleaning areas affected by the discharged waste.

16. IDENTIFICATION MARKERS: Lessce shall erect, at a distance not o exceed twenty-five (25) feet from each well on the promises covered by this lease, a legible sign on which shall
be stated the name of the operator, the lease designation and the well number. Where two or more wells on the same lease or where wells on two or more leases are connected to the same tank
battery, whether by individual flow line connections direct to the tank or tanks or by use of a multiple header system, each line between each well and such tank or header shall be legibly identified
at all times, either by a firmly attached tag erplll.punu Henﬁﬂndmpmpeﬂy plhlﬂlmmhhu ata distance not to exceed three (3) feet from such tank or header connection. Said signs, tags,

plates or ather identification markers shall be maintained in a legible conditi ghout the lerm of this lease.

17. ASSIGNMENTS: mmmybemnftmdnmynm pmvided.hm-w that the liability of the feror to properly discharge its obligation under the lease, including properly
plugging abandoned wells, removing platforms or pij i ination at drill m:nhll pass (o the transferee upon the prior written consent of the Commissioner of the
General Land Office. ﬂwConnissmmn-ynq\ﬁnh feree to d financi ponsibility and may require a bond or other security. All transfers must reference the lease by the

l'ihmmbcuudMhmrdadinthecmmtywmlhcim{ihﬂld.llldlhmlkdImul'broru:upycertiﬁedInbyﬂqumClerknft}ummw}melhcnmfahmMmlbe
filed in the General Land Office within ninety (90) days of the execution date, as provided by N.R.C. Section 52.026, accompanied by the filing fee prescribed by the General Land OfFice rules in
effect on the date of receipt by the General Land Office of such transfer or certified copy thereof. Every transferee shall succeed to all rights and be subject to all obligations, labilities, and
penalties owed to the State by the original lessee or any prior transferee of the lease, including any liabilitics to the state for unpaid royalties.

18. RELEASES: Lessee may relinquish the rights granted hereunder to the State at any time by recording the relinquishment in the county where this area is situated and [lling the recorded
relinquishment or certified copy of same in the General Land OfMice within ninety (90) days after its exceution accompanied by the filing fee prescribed by the General Land Office rules in effect
on the date of receipt by the General Land Office of such relinquishment or certified copy thereall Such relinquishment will not have the effect of releasing Lessee from any lability theretofore
accrued in favor of the State.

19. LIEN: In accordance with N.R.C. Section $2.136, the State shall have a first lien upon all oil and gas produced from the area covered by this lease to secure payment of all unpaid royalty
and other sums of money that may become due under this lease. By acceptance of this lease, Lessce grants the State, in addition to the lien provided by N.R.C. Section $2.136 and any other
applicable statutory lien, an express contractual lien on and security interest in all leased minerals in and extracted from the leased premises, all proceeds which may accrue to Lessee from the sale
of such leased minerals, whether such proceeds are held by Lessee or by a third party, and all fixtures on and improvements to the leased premises used in fion with the production or
processing of such leased minerals in order to secure the payment of all royalties or other amounts due or to become due under this lease and 10 secure payment of any damages or loss that Lessor
may suffer by reason of Lessee’s breach of any covenant or condition of this lease, whether express or implied. This lien and security interest may be foreclosed with or without court
in the manner provided in the Title 1, Chapter 9 of the Texas Business and Commerce Code. Lessec agrees that the Commissioner may require Lessee to execute and record such instruments as
may he ibly necessary to ack ledge, attach or perfect this lien. Lessee herchy represents that there are no prior or superior liens arising from and refating 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.

20. FORFEITURE: If Lessee shall fail or refuse to make the payment of any sum within thirty (30) days after it becomes due, or if Lessee or an authorized agent should knowingly make any
false return or false report concerning production or drilling, or if Lessee shall fail or refuse to drill any ofTset 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 refuse the proper authority access to the records pertaining to operations, or if Lessee or an authorized agent should knowingly fail
or refuse lo give correct inforrmtion to the proper authority, or knowingly fail or refuse to furnish the General Land Office a comrect log of any well, or if Lessee shall knowingly violate any of the
rmaterial 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 ares shall again
be subject 1o lease to the highest bidder, under the same rqulllinnl mntmllln( the original sale of leases. However, nothing herein shall be construed as waiving the automatic termination of this

lease by operation of law or by reason of any weeinl i arisin, i may be set aside and this leate and all rights thereunder reinstated before the rights of another
intervene upon satisfactory evidence to the Commissioner of the General Land Dﬂ'ﬁu nl'fnnle compliance with the provisions of the law and of this lease and the rules and regulations that may be
adopted relative hereto.

21. RIVERBED TRACTS: In the event this lcase covers a riverbed, Lessee is hereby specifically granted the right of eminent domain and condemnation as provided for in N.R.C. Sections
§2.092-52.093, as a part of the consideration moving to Lessor for the covenants herein made by Lessee.

22. APPLICABLE LAWS AND DRILLING RES’I'RIC'I’IONS. This lease shall be subject to all rules and regulations, and thereto, gated by the Commissioner of the
General Land Office goveming drilling and Free School Llnll (specifically m:lndm] any rules promulgated that relate o plans of operations), payment of
Ities, and auditing procedu Mshnbenhjmulnnnmnlldmmu.nﬂu. gulations, orders and hlmyuﬂbﬂupmliwnmdzrth:mviﬂumofdum Without
Iimtiu the generality of the foregoing. Lessee hereby agrees, by the acceptance of this lease, o be bound by and subject to all statutory and regulatory provisions relating to the General Land
Office’s audit billing notice and audit heari Said provisions are currently found at 31 Texas Administrative Code, Chapter 4, and Texas Natural Resources Code Sections 52.135
and $2.137 through 52.140. In the event this lease covers land hﬂehuedm leased or otherwise used by a navigation district or by the United States for the purpose of navigation or other purpose

4
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Book 703 mee 293

incident (o the operation of a port, then Lessee shall not be entitled W enter or possess such land without prior approval as provided under Section 61,117 of the Texas Water Code, but Lessee shall
be cutitied to develop such land for oil and gas by directional dnilling; provided, however, that no surface drilling location may be nearer than 660 feet and special permission from the
Commussioner of the General Land Office is necessary 1o make any suwface location ncarer than 2,160 fect measured at right angles from the nearcst bulkhead line or Fom the nearest dredged
bottom edge of any channel, slip, or tuming basin which has been authorized by the United States as a federal project for future construction, whichever is nearer.

23. REMOVAL OF EQUIPMENT: Upon the termination of this lease for any cause, Lessee shall not, in any event, be permitted to remove the casing or any part of the equipment from any
producing, dry, nflbmdomﬁweliuwtlllwllhwtmmmcmd&&mﬂhﬂmﬂhﬂﬂl&cuhlwrqnumlllh'e nnuhlllr_-ua without the writien

consent of said Commissioner or his authorized i mummwmhmuuym material, or property owned by Lessee !
mduu'dhyuuuhlludcwlopnlnundpmdmmormlocplmhmmuhﬂdryulhlﬂnudwmhubeenpluuadmdumlnllnluhunn-epnhwb«npfmﬂymledmdlll

broken or discarded lumber, machinery, or debris shall have been d from the ises 10 the satisfaction of the said Commissioner or his P

24. FORCE MAJEURE: Should Lessee be prevented from complying with any express or implied covenant of this lease, from conducting dnilling operations thereon, or from producing ol

and/or gas therefram, after effort made in good faith, by reason of war, rebellion, riots, stikes, fires, scts of God or any order, rule or regulation of g | authonty, then while so prevented,

Lessee’s obligation o conply with such covenant shall be suspended upon proper and factory proof p hlhrf' issi nfileGemnlundOfﬁuuwpmofLum‘l
mmmnlndkuulhl!nnlbelnbhlncdammlncmlmmmlyhewuhlmmnlhemnﬂnu ded as provided in the rules and regulatons adopted by the
SclnnolMde);ndlhlmeecmulukmdwmnmmuwmmbywymhumi’amdnﬂm; rki or producing oil and/or gas from the leased

premises, provided, however, that nothing herein shall be d 1 suspend the p ol'umhdum.dupﬂmtyornu:ndcdummmnbddplnm‘:n;hlmlnupmmuﬂnlny

applicable statute of this State.

25. LEASE SECURITY: Lessee shall take the highest degree of care and all proper safeguards to protect said premises and to prevent thefi of oil, gas, and other hydrocarbons produced from
said lease. This includes, but is not limited t, the installation of all necessary equipment, seals, locks, or other appropriate protective devices on or at all access points at the lease's production,
gathening and storage systcms where thefl of bydrocarbons can occur. Lessce shall be liable for the loss of any hydrocarbons resulting from theft and shall pay the Staie of Texas royalties thereon
as provided herein on all oil, gas or other hydrocarbons lost by reason of theft.

26. REDUCTION OF PAYMENTS: If, during the pnmary term, & portion of the land covered by this lease s included within the boundanes of & pooled unit that bas been approved by the !
School Land Board in accordance with Natural Resowrces Code Sections 52.151-52.153, or if, al any time afier the expiration of the primary lerm of the extended termy, this lease covers a lesser
number of acres than the 1otal amount described herein, payments that are made on a per acre basis bercunder shall be reduced according to the number of acres pooled, released, sumendered, of
otherwise severed, so that payments determined on a per acre basis under the terms of this lease dunng the primary term shall be calculated based upon the number of acres outside the boundarnics
of 3 pooled unit, ot, if afler the expiration of the primary term, the number of acres sctually retained and covered by this lease.

27. SUCCESSORS AND ASSIGNS: The covenants, conditions and ags ined herein shall extend to and be binding upon the heirs, ini or
assigns of Lessee herein.

8. ANTIQUITI!SCODI! Imh::v:nuhunyfum:ur heological or historical interest on P School Fund Land is d during the actvi thorized by this lease,
Lessee will i di ivities and will i diately notify the General Land Office (ATTN. Archacologist, Asset M Division, 1700 N. Coogress Ave., Austin, Texas 78701)
MlheTemllkmnnlCmdmm(l’O Box 12276, Aunn.'l"x T8711) 50 that ad may be undertaken o protect or recover such di ies or findings, as approp Lessee

is expressly placed on notice of the National Historical Preservation Act of 1966 (PB- IO-M w&.msls 16 US.C.A. 470) and the Antiquitics Code of Texas, Chapter 191, Tex. Nat. Code
Ann (Vernon 1993 & Supp. 1998). On statc-owned land not dedicated 0 the Permanent School Fund, lessce shall notify the Texas HumlCmmhh:hukm;wnhqum
location. An archacological survey might be required by the commission before construction of the pm}e:l can comumence. Further, in the event that any site, object, location, arntifact or other
featwre of archacological, scicntific, educational, cultural or historic interest is d during the horize by this lease, lessee will immediately notify lessar and the Texas
Historical Commiission so that adeg may be undertaken 1o protect or recover such di ies or findings, as

29. VENUE: Lessor and lessce, including lessee's successors and assigns, hereby agree that venue for any dispute arising out of a provision of this lease, whether express or inglied, regarding

interprewation of this lease, of relating in any way 1o this leasc or o applicable casc law, statutes, or administrative rules, shall be in a count of competent jurisdiction located in Travis County, State
of Texas

30. LEASE FILING: Pursuant o Chapler 9 of the Tex. Bus. & Com Code,this lease must be filed of record in the office of the County Clerk in any county in which all or any pant of the
Icased premises is located, snd centified copics thereof must be filed in the General Land Office. The prescribed filing foe shall accompany the certified copies sent © the General Land Office
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DATE:

36-0656

IN TESTIMONY WHEREOF, witness the signature of the Commissioner of the Generdl L3

APPROVED

Contents

siareor ALISOISSPP1
cousrvor_ |<hids

BEFORE ME, the undersigned

on this day Y app 4

C_Danny foSier

e of the State of Texas under the seal of the General Land Office

(CORPORATION ACKNOWLEDGMENT)

hmwmbbemepeﬂmn&mcmnnﬂsuﬁednmm. a8

Pre Siclenk of :

\;—Mf&tl“ L(l(l anlc_() ‘![ and acknowledged to me that he executed the same

for the . in the capacity stated, and as the act and deed of said corporation
Given wnder oy Nokd o seef it i a2 dayol __ Y )L i 2005
Notary Public in and for_|-{1 o,
ML TSP pi
STATE OF (INDIVIDUAL ACKNOWLEDGMENT)
COUNTY OF
Before me, the undersigned authority, on this day p y apy
kmwnmmbhﬂupemuwhmzmmlm bscribed to the foregoing t, and dged 1o me that they executed the
same for the purp and idh therein exp d
Given under my hand and seal of office this the day of ,20 sl
Motary Public in and for
Y PROVIGIGH HESE 5 ORI L aalt, RENTAL
AR USE P sl st Th TCAUST 0% COLDR
PR o A “ 2 SOTH TTERAL
Lo
FILE NO. 2349
FILED FOR RECORD ON THE 16TH DAY OF JUNE A.D. 2005 2:11 P .
e gxcomm ON THE , 20'1'11 DAY OF____JUNE A.D. 2005 9:00 A .
\l. f ; ‘ ,» DEPUTY DIANNE O. FLOREZ, COUNTY CLERK

ALY
)
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CERTIFIED TRUE AND CORRECT COPY CERTIFICATE
STATE OF TEXAS

COUNTY OF REEVES
The

€ above and foregoing is a full, true and co
onginal record now in my lawfu cuslody an
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1601 ELM STREET, STE 3400

THANKSGIVING TOWER

DaALLAs, TExas 75201-7201

October 10, 2005

State of Texas General Land Office

P.O. Box 12873
Austin, Texas 78711

Attn: Ms. Beverly Boyd

Joeee Dear Ms. Boyd,

TEL: 214-880-8400
Fax: 214-880-7171

* Enclosed please find Petro-Hunt, L.L.C.’s check in the amount of $200.00 as payment for appropriate

. Assignment. A list of the leases assigned is as follows:

ML LT T

'::::- 1. Lessor:

"O-o:

. Lessee:
Recorded:

Description:

2. Lessor:
Lessee:

Recorded:
Description:

3. Lessor:
Lessee:

Recorded:

Description:

General Land Office 01/18/2005
State of TX M-104580

C. Danny Foster

C/O Petroleum Land Services, Inc.

Volume 703, Page 289

W/2 of Section 41, Blk 58, PSL Survey

General Land Office 01/18/2005
State of TX M-104580

C. Danny Foster

C/O Petroleum Land Services, Inc.

Volume 703, Page 295

SW/4 of Section 44, Blk 58, PSL Survey

General Land Office 01/18/2005
State of TX M-104580

C. Danny Foster

C/O Petroleum Land Services, Inc.

Volume 703, Page 301

Section 21, Blk 58, PSL Survey

-_“ﬁling fees for four (4) leases which were assigned to Petro-Hunt L.L.C. in one (1) Oil and Gas

$§25.00- Lease Fee
§25.00- Assignment Fee

825.00- Lease Fee
825.00- Assignment Fee

$25.00- Lease Fee
825.00- Assignment Fee

o 5
2
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4, Lessor: General Land Office 01/18/2005 $§25.00- Lease Fee

State of TX M-104580 $25.00- Assignment Fee
Lessee: C. Danny Foster

C/O Petroleum Land Services, Inc.
Recorded: Volume 703, Page 307

Description:  NW/4, S/2, and S/2 of the NE/4 of Section 28,
Block 59, Public School Land Survey

Also enclosed are certified copies of each of the Oil & Gas Leases along with the corresponding
Assignment. If you should have any questions, my phone number is 214-880-8493.

e
es¢ Yours very truly,

seess s William A. Hearne
*  *Senior Landman

Ll ]
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®ene

L d
LA T Ty
. .



Page 1 of 1

10AP906
TOTAL INVOICES PAID

PETRO-HUNT, L.L.C. -~ Bank One, N.A.
1601 EIm Street, Suite 3400 Jefferson County
= *  Dallas, Texas 75201 8200 Hwy 69
(214) 880-8400 Port Arthur, Texas 77640

OWNER NAME OWNER NO DATE CHECK NUMBER AMOUNT
TEXAS GENERAL LAND OFFICE 58207 Oct-12-2005 4086313 $200.00

101005 10/10/05 200.00 0.00 200.00

"APPROPRIATE FILING FEES 4 LEASES ASSIGNED TO PHLLC" X
200.00
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TEXAS

GENERAL LAND OFFICE

JERRY PATTERSON, COMMISSIONER

October 18, 2005

William Hearne

Petro-Hunt LLC

1601 Elm Street, Suite 3400
Dallas, TX 75201-7201

RE: Assignment filing; GLO ID 5207

Dear Mr. Hearne,

The General Land Office received the following instrument(s) and has filed
them in the appropriate files. Please see attached “Exhibit A" for
reference.

Assignment of Oil and Gas Leases executed September 29", 2005
from C. Danny Foster Petroleum Land Services, Inc., as Assignor,
to Petro-Hunt LLC, as Assignee. MF104580.

Filing fees of $25.00 were received in connection with the above lease. If you
have any questions, please feel free to call me at (800) 998-4GLO, or at my
direct number at (512) 463-6521.

Sincerely,

Luinty Gyl

Beverly Boyd
Mineral Leasing
Energy Resources
512-463-6521

Stephen F. Austin Building * 1700 North Congress Avenue * Austin, Texas 78701-1495
Post Office Box 12873 » Austin, Texas 78711-2873
512-463-5001 + 800-998-4GLO

www.glo.state.tx.us



GLO ID

Exhibit "A"

County

Lease

5207 Reeves
5207 Reeves
5207 Reeves

Tuesday, October 18, 2005

MF104580
MF104580
MF104580



1601 ELM STREET, STE 3400

THANKSGIVING TOWER

DaALLAS, TExas 75201-7201

October 10, 2005

State of Texas General Land Office

P.O. Box 12873
Austin, Texas 78711

Attn: Ms. Beverly Boyd

Dear Ms. Boyd,

TEL: 214-880-8400
Fax: 214-880-7171

Enclosed please find Petro-Hunt, L.L.C.’s check in the amount of $200.00 as payment for appropriate
filing fees for four (4) leases which were assigned to Petro-Hunt L.L.C. in one (1) Oil and Gas
Assignment. A list of the leases assigned is as follows:

1. Lessor:
Lessee:

Recorded:
Description:

2. Lessor:
Lessee:

Recorded:
Description:

3. Lessor:
Lessee:

Recorded:

Description:

General Land Office 01/18/2005
State of TX M-104580

C. Danny Foster

C/O Petroleum Land Services, Inc.

Volume 703, Page 289

W/2 of Section 41, Blk 58, PSL Survey

General Land Office 01/18/2005
State of TX M-104580

C. Danny Foster

C/O Petroleum Land Services, Inc.

Volume 703, Page 295

SW/4 of Section 44, Blk 58, PSL Survey

General Land Office 01/18/2005
State of TX M-104580

C. Danny Foster

C/O Petroleum Land Services, Inc.

Volume 703, Page 301

Section 21, Blk 58, PSL Survey

$25.00- Lease Fee
$25.00- Assignment Fee

825.00- Lease Fee
§25.00- Assignment Fee

$25.00- Lease Fee
§25.00- Aspignment Fee
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4. Lessor: General Land Office 01/18/2005 $25.00- Lease Fee
State of TX M-104580 $25.00- Assignment Fee
Lessee: C. Danny Foster
C/O _Petroleum Land Services, Inc.
Recorded: Volume 703, Page 307
Description:  NW/4, S/2, and S/2 of the NE/4 of Section 28,
Block 59, Public School Land Survey

Also enclosed are certified copies of each of the Oil & Gas Leases along with the corresponding
Assignment. If you should have any questions, my phone number is 214-880-8493.

“(ours very truly,
William A. Hearne
Senior Landman
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ASSIGNMENT OF OIL AND GAS LEASES

STATE OF TEXAS ><
><

COUNTY OF REEVES >< KNOW ALL MEN BY THESE PRESENTS, THAT:

FOR AND IN CONSIDERATION of the sum of Ten Dollars ($10.00) cash in hand paid, and
other good and valuable consideration, the receipt and sufficiency of which is hereby acknowledged,
C. Danny Foster Petroleum Land Services, Inc., whose address is P. O. Box 1700, Clinton,
Mississippi 39060 (hereinafter referred to as "Assignor"), does hereby sell, transfer, convey, set over
and assign unto Petro-Hunt, L.L.C. whose address is 1601 Elm Street, Suite 3400, Dallas, Texas
75201 (hereinafter referred to as "Assignee") all of the right, title and interest of Assignor in and to
the oil, gas and mineral leases described in Exhibit “A” attached hereto.

This assignment is subject to and Assignee shall bear its proportionate share of the lessor's
royalty and any overriding royalty interests with which Assignor's interest is currently burdened.
Assignee agrees to observe and perform the terms, provisions, obligations and covenants,
express or implied, and Assignee further agrees to indemnify and hold harmless Assignor from all
loss, damage and expense of every character whatsoever which Assignor may incur by reason of
failure of Assignee to observe and perform such terms, provisions, obligations and covenants.
This assignment is made by Assignor without any warranties of title, express or implied, on
the part of Assignor. Assignor, however, does hereby transfer, assign and subrogate to Assignee,
with respect to each oil, gas and mineral lease described herein, all warranties of title, if any, made
to Assignor by any and all former owners of the interest herein conveyed.

This instrument and its terms and provisions shall inure to the benefit of and be binding upon

the parties and their respective successors and assigns, forever.
IN WITNESS WHEREOF, this instrument is executed effective the 9th day of September,

2005.
Land Services, Inc.

ACKNOWLEDGMENT

STATE OF MISSISSIPPI
COUNTY OF HINDS

I hereby certify, that on this day, before me, a Notary Public duly authorized in the state and

county aforesaid to take acknowledgments, personally appeared C. Danny Foster, President of C.
Danny Foster Petroleum Land Services, Inc. and he acknowledged that he executed the foregoing
instrument for and on behalf of said corporation, after duly being authorized to do so.

Given under my hand and seal of office this 9th day of September, 2005

0
S ey, ( \ M
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BOOK 713 PAGE

—

EXHIBIT "A"

Attached to and made of that certain Assignment of Oil and Gas Leases dated September
9, 2005 from C. Danny Foster Petroleum Land Services, Inc., as Assignor to Petro-Hunt,

LLC, as Lessee.

Lessor Description Date Recording
General Land Office Blk 58: PSL Survey 1/18/2005 Vol 703
State of TX M-104580 Sec 41: W2 Page 289
General Land Office Blk 58: PSL Survey 1/18/2005 Vol 703
State of TX M-104580 Sec 441: SW/4 Page 295
General Land Office Blk 59: PSL Survey 1/18/2005 Vol 703
State of TX M-104580 Sec 21: All Page 301
General Land Office Blk 59: PSL Survey 1/18/2005 Vol 703
State of TX M-104580 Sec 28: NW/4, S/2 & Page 307
S/2 OF NE/4
palan e IR AY POVt HER I S ote < ouls 1 SALL, KENIAL, 5
OR USE B¢ (! 3 PR CECAUSE OF COLDR
08 RALE (3 icvaliL 30k il S0l e i 1 2OF R HFUBRAL
FILE NO._ 4510 -
FILED FOR RECORD ON THE paY o SEPTEMBER A.D. 2005 2:53 P. n.
OCTOBER A.D. 2005 9:30 A. M.

DIANNE 0. FLOREZ, COUNTY CLERK
REEVES COUNTY, TEXAS
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By

CERTIFIED TRUE AND CORRECT COPY CERTIFICATE

STATE OF TEXAS

COUNTY OF REEVES

The above and foregoing s a ful. true and correct photographic copy of the
onginal record now In my lawful custody and possession. as the same is
filed'recorded in the public records of my office. found in VOL. 713

PAGE 580 THRU 581 OFFI%RBEBLIC

Inereby certfied "QCTORER 3, 2005




PETRO-HUNT, L.L.C. /

Bank One, N.A. Pagid oF4
1601 Elm Street, Suite 3400 Jefferson County
Dallas, Texas 75201 8200 Hwy 69
(214) 880-8400 Port Arthur, Texas 77640
OWNER NAME OWNER NO. DATE CHECK NUMBER AMOUNT
TEXAS GENERAL LAND OFFICE Dec-05-2005 7003830 $645.00
LEASE NUMBER ORIGINAL LESSOR/LEASE NAME DATE 12/05/05 CHECK NO 7003830
118%1019541 ST OF TEXAS M-104580
RENTAL PERIOD
LEASE DATE  MONTHS FROM TO FILE ID
01/18/05 12 01/18/06 01/18/07 68350-0043
PAYMENT AMOUNT 645.00
#*** PAYMENT TYPE **** DELAY RENTAL *##*#*
BANK SERVICE CHG
TO BE CREDITED TO ADDITIONAL TEXT
TOTAL AMOUNT 645.00
OWNER # 58207
TEXAS GENERAL LAND OFFICE
1700 N CONGRESS AVE RM 600
AUSTIN, TEXAS 78701
SSN/TAX 1D ’2\\
RECORDED BOOK 703 PAGE 285 ENTRY
PROSPECT N W TOYAH PROSPECT
COUNTY/PARISH REEVES STATE TX
TRACT NO 20329
LEGAL DESCRIPTION
REEVES COUNTY TEXAS BLOCK 58, PUBLIC
SCHOOL LAND SURVEY SEC. 41: W/2 BEING
129 00 ACRES MORE 0OR TFSS
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By

|
% S

701108



PAYEE: DETACH THIS PORTION BEFORE CASHING CHEC!

« ~ETRO-HUNT, L.L.C.

JPMorgan Chase Bank, N.A.

1601 Elm Street, Suite 3400 Jefferson County Pt ard
Dallas, Texas 75201 8200 Hwy 69
(214) 880-8400 Port Arthur, Texas 77640
OWNER NAME OWNER NO. DATE CHECK NUMBER AMOUNT
TEXAS GENERAL LAND OFFICE Dec-12-2006 7005312 $645.00
LEASE NUMBER ORIGINAL LESSOR/LEASE NAME DATE 12/12/06 CHECK NO 7005312
118%1019541 ST OF TEXAS M-104580
RENTAL PERIOD
LEASE DATE  MONTHS FROM TO FILE ID
01/18/05 12 01/18/07 01/18/08 6B350-0043
PAYMENT AMOUNT 645.00
*#** PAYMENT TYPE *#*** DELAY RENTAL **w+
BANK SERVICE CHG
TO BE CREDITED TO ADDITIONAL TEXT
TOTAL AMOUNT 645.00
OWNER # 58207
TEXAS GENERAL LAND OFFICE
1700 N CONGRESS AVENUE ROCM 60
AUSTIN, TEXAS 78701 \-)/
RECORDED  BOOK 703 PAGE 289 ENTRY
PROSPECT N W TOYAH PROSPECT
COUNTY/PARISH REEVES STATE TX

TRACT NO 20329

LEGAL DESCRIPTION

REEVES CQUNTY TEXAS BLOCK 58, PUBLIC
SCHOOL LAND SURVEY SEC. 41: W/2 BEING
129.00 ACRES MORE QR LESS
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PAYEE: DETACH THIS PORTION BEFORE CASHING CI}ECK

& PETRO-HUNT, L.L.C.\/ JPMorgan Chase Bank, N.A. D
1601 Elm Street, Suite 3400 Jefferson County 9
Dallas, Texas 75201 8200 Hwy 69
(214) 880-8400 Port Arthur, Texas 77640
OWNER NAME OWNER NO. DATE CHECK NUMBER AMOUNT
ST OF TX GENERAL LAND OFFICE Dec-11-2007 7006930 $3,225.00
EASE NUMBER ORIGINAL LESSOR/LEASE NAME DATE 12/11/07 CHECK NO 7006930
118%1019541 ST OF TEXAS M-104580
.o RENTAL PERIOD
s "ese LEASE DATE  MONTHS FROM TO FILE ID
01/18/05 12 01/18/08 01/18/09 68350-0043
g PAYMENT AMOUNT 3,225.00
esee *nx*x* DPAYMENT TYPE #*#**# DELAY RENTAL #*#®*w%
- BANK SERVICE CHG 0.00
TO BE CREDITED TO ADDITIONAL TEXT /
e TOTAL AMOUNT \ 3,225.00
ssee OWNER # 73251
es o ST TX MF 104580
» e e RECORDED BOOK 703 PAGE 289 ENTRY
® ®® DROSPECT N W TOYAH PROSPECT
. COUNTY/PARISH REEVES STATE TX
ee o TRACT NO 20329
' e e LEGAL DESCRIPTION
® ®® DEEVES COUNTY TEXAS BLOCK 58, PUBLIC
SCHOOL LAND SURVEY SEC. 41: W/2 BEING >

Ld
'e®®®%s 129.00 ACRES MORE OR LESS
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PAYEE: DETACH THIS PORTION BEFORE CASH

ING CHECK
PETRO-HUNT, L.L.c.\/E

JPMorgan Chase Bank, N.A.

5 1601 Elm Street, Suite 3400 Jefferson County Fopet: of )
Dallas, Texas 75201 8200 Hwy 69
(214) 880-8400 Port Arthur, Texas 77640
_OWNER NAME OWNER NO. DATE | CHECK NUMBER AMOUNT
TEXAS GENERAL LAND OFFICE 58207 Oct-09-2007 I 4121325 $3,000.00
“VOUCHER VENDOR INV # INV DATE TOTAL PRIOR PMTS NET
AMOUNT & DISCOUNTS AMOUNT
10AP945 100807 10/08/07 3,000.00 0.00 3,000.00
"RE-ISSUING ANNUAL DELAY RENTAL CHECK 37006770 LEASE 368350-0031"
TOTAL INVOICES PAID 3,000:00

LEASE NUMBER

ORIGINAL LESSOR?LEASE NAME

DATE 10/09/07

CHECK NUMBER 4121325

118*1018106 MCCORD B J
RENTAL PERIOD

LEASE DATE MONTHS FROM TO FILE ID / L~ }
11/02/04 12 11/02/07 11/02/08 68350-0031
****PAYMENT TYPE****DELAY RENTAL **** PAYMENT AMOUNT 3,000.00

BANK SERVICE CHG
TO BE CREDITED TO ADDITIONAL TEXT

TOTAL AMOUNT 3,000.00

OWNER #74385

ST TX MF104780

RECORDED BOOK694 PAGE 362
PROSPECT N W TOYAH PROSPECT
COUNTY/PARISH REEVES

TRACT NO 19042 AHATE TERAS
LEGAL DESCRIPTION

REEVES COUNTY TEXAS BLOCK 58, PUBLIC
SCHOOL LAND SURVEY SEC. 30:N/2 OF

SW/4 BEING 80.00 ACRES MORE OR LESS

ENTRY
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" RENTAL PAYMENT
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)are Filed:
Jerry E. Patterson, Commissioner

By 2\ NDERSO)
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DO NOT DESTROY

Texas

General Land Office

UNIT AGREEMENT MEMO

2/5/2008
Oil & Gas
12 Months

Effective Date
Unitized For

Unit Term

Inactive Status Date

Tract On-Line Date:

oU-02033

PA08-30
Unit Number 4194
Operator Name PETRO-HUNTLLC
TaxID: P
Unit Name ock 58, State 42 1-H
Countyl Reeves Old Unit Number
County 2 0
County 3 0
RRC District: 08 2
Unit Type: Temporary 0
State Royalty Interest: 0.097453125 0
State Part in Unit: 0.7015625
Unit Depth Well: Other
Below Depth 11978 TVD Formation:  Barnett and Woodford Shales
Above Depth 13040 TVD Participation Basis:  Surface Acreaoe
[1f Exclusions Apply: See Remarks]
MF Number MF104580 L~ Tract Number 1
Lease Acres 129/ Total Unit Acres 1280 =
Tract Participation: 0.1007813 Y\
Lease Royalty B = Manual Tract Participation:
Tract Royalty Participation ~ 0-0251953 Manual Tract Royalty:
Tract Royaly Reduction
Tract Royalty Rate 0

Tuesday, February 05, 2008

PA08-30

Unit Number 4194

Page I of 4



MF Number

MF107612 \l//
133

Lease Acres

Tract Number 2

Total Unit Acres 1280 =

Manual Tract Participation:

Manual Tract Royalty:

| e e _OI
L See Remm'k.\'l

F

Tract Participation: 0.1039063 X

Lease Royalty 01 _
Tract Royalty Participation ~ 0.0103906

T'ract Royaly Reduction

Tract Royalty Rate 0

Tract On-Line Date:
MF Number MF105289

Lease Acres 124
Tract Participation: 0.0096875 X
Lease Royalty 01

Tract Royalty Participation ~ 0.0009688

Tract Number 3

Total Unit Acres 1280 =

Manual Tract Participation:

e 1
T _O[ See Rcmurkxl

Manual Tract Royalty: E e |
Tract Royaly Reduction
Tract Royalty Rate 0
Tract On-Line Date: -
O7- (0524l
MF Number MF107733 Y~ Tract Number 4
Lease Acres 82/ Total Unit Acres 1280 =
Tract Participation: 0.0048438 X
save Rovaliv it - " e L
Lease Royalr L Manual Tract Participation: L °| See Rmm.'rk.\'l
Tract Royalty Participation ~ 0-0006055 Manual Tract Royalty: o
Tract Royaly Reduction
Tract Royalty Rate 0
Tract On-Line Date: "
O1-105 24)

Tuesday, February 05, 2008

PA08-30

Unit Number 4194

Page 2 of 4



L]
MF Number ME104778 v Toact Niwlier 5
Lease Acres 451 s/  Total Unit Acres 1280 =
Tract Participation: 0.3523438 X
sase Royalty 0.125 ) el f—— pr=
Lease Royalty E Manual Tract Participation: | 0| See Rcmm‘k.s"
Tract Royalty Participation ~ 00440430 Manual Tract Royalty: ="

Tract Royaly Reduction
Tract Royalty Rate 0

Tract On-Line Date:

o071~ jos 25 O

MF Number MF105285 / Tract Number &
Lease Acres 164 /  Total Unit Acres 1280 =
Tract Participation: 0.1281250 X
case Rovalty 125 . L —————— T
Lease Royalr W = Manual Tract Participation: L 0| See Rcmm'k.\'l
Tract Royalty Participation 00180156 Manual Tract Royalty: = = _E}l
Tract Royaly Reduction
Tract Royalty Rate 0
Tract On-Line Date: =
071-10525 ©
MF Number MF108664 l_/ Tract Number 7
Lease Acres 24 /  Total Unit Acres 1280 =
Tract Participation: 0.0018750 X
st e Rovaliv A i e T &
Lease Royalry VIS - Manual Tract Participation: L O| See Rcmm‘ksl
Tract Royalty Participation 00002344 Manual Tract Royalty: = "d

Tract Royaly Reduction
Tract Royalty Rate 0

Tract On-Line Date:

H1- /05 4]

Tuesday, February 05, 2008

PA08-30 Unit Number 4194 sl L



API Number RRC Number

Remarks:

Pl'l.’ﬂl”'(’d Bj‘.’ ‘Q‘? Pr()p{”‘gd Date: Oh /'-' 5‘/@ b

GLO Base Updated By: GLOBase Date: Z -3 -0
RAM Approval By: T/L\;‘\ RAM Approval Date: Zi P =t 5
GIS By: =< GIS Date: S~/1s-8%
Mineral Maps By: Mineral Maps Date:

Tuesday, February 05, 2008 PA08'3 O U n it N u mbe r 4 1 94 Page 4 of 4



Pooling Committee Report

Toz School Land Board
5 R . PA08-30
ate of Board Meeting: February 5, 2008 Unit Numbar: 4194
Effective Date: 2/5/2008
Unit Expiration Date: 2/5/2009
Applicant: PETRO-HUNTLLC
Attorney Rep: Paul Tough
Operator: PETRO-HUNTLLC
County 1: Reeves
County 2:
County 3:
Unit Name: Block 58, State 42 1-H
Field Name: Toyah N.W. (Shale)
Lease MF Lease Expiration Lease Lease Lease Acres Royalty
Type Number Royalty Date Term Acres in Unit Participation
SF MF104580 0.25 1/18/2010 5 years 129 129 0.0251953
RAL  MF104778 0.125  2/18/2008 3 years 615 451 0.0440430
RAL MF105285 0.125 9/1/2008 3 years 615 164 0.0160156
RAL MF105289 0.1 2/8/2008 3 years 69 124 0.0009688
RAL MF107612 0.1 8/1/2008 3 years 133 133 0.0103906
RAL MF107733 0.125 11/30/2009 3 years 18.6 6.2 0.0006055
RAL MF108664 0.125 11/15/2010 3 years 2.4 2.4 0.0002344
SF = State Fee  RAL = Relinquishment Act FR = Free Royalty UR = Unleased River
) Participation Basis:

Private Acres: 382 Surface Acreage

State Acres: 898 State Acreage: 70.16%

Total Unit Acres: 1280

State Unit Royalty: 9.75%

Unit Type: Ur?mzed for: Well Location:
Temporary Oil & Gas R —
Term: 12 Months

RRC Rules:

Special Field Rule

Spacing Acres:

1280 Acres




Pooling Agreement Number: PA08-30
REMARKS:

o Petro-Hunt LLC is requesting 12-month temporary oil and gas pooling of the
Barnett and Woodford Shale Formations, defined as the stratigraphic interval or its

correlative equivalent occurring from 11,978 feet to 13,040 feet as shown on the
Petro-Hunt Block 59 State 35 # 1H well log.

o The applicant spud the vertical unit well on December 20, 2007, to test the Barnett
and Woodford Shale Formations. The well has drilled to a depth of 7,894 feet as
of January 24, 2008. Proposed total vertical depth is 13,000 feet. The applicant is
planning on drilling a 4000 foot horizontal lateral across lease lines.

o With approval of the unit the State's unit royalty participation will be 9.75%.

o The State will participate from the date of first production.

o Approval by the School Land Board in no way ratifies the State leases included in
this proposed unit.

POOLING COMMITTEE RECOMMENDATION:

o The Pooling Committee recommends Board approval of a 12-month temporary oil
and gas unit under the above(—_g_t_ated provisions.

1=24- 0%
Martmez Vargas - Office e Attorney General Date:
PeterA Boone General Land Office Date:

_QMW J-3%- 08

David Z|mmerman Office of the Governor Date:




Block 59
Block 58
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Block 58

Block C17

Petro-Hunt, L.L.C. The T G | Land Off
Block 58, State 42 1-H Unit s 9, Joxas Canamm. Land e
' ; Projection: Albers K i
Toyah N.W. (Shale) Field False_Easting: 0.000000 mal :s n:) repée:er::]atlons crar
MF104580, MF 104778, MF105285, False_Northing: 0.000000 higuthsdurati pipely Sip sl
MF 105289, MF107612, MF107733 Central_Meridian: -100.000000 et o B ks N e
and MF108664 Standard_Parallel_1: 28.000000 from which it was produced
Reeves County Standard_Parallel_2: 35.000000 This map is NOT suitable for
navigational purposes and does
i not purport to depict or establish Map Compiled By:
GCS_North_American_1927 L boundaries between private Ferrel Taylor
0 1,000 2,000 Feet and public land Information Systems - GIS

| | | February 5, 2008

NAD_1927_Albers

N
PA08-30 Latitude_Of_Origin: 31.000000 i




TERM POOLING AGREEMENT
PETRO-HUNT, L.L.C.
BLOCK 58, STATE 42 1-H UNIT
REEVES COUNTY, TEXAS

THIS AGREEMENT is entered into by and between the Commissioner of the General Land Office, on behalf of the State
of Texas, as "Lessor" and Petro-Hunt, L.L.C., herein referred to as "Lessee", and such other interested parties as
may join in the execution hereof, the undersigned parties herein collectively referred to as the "parties®, in
consideration of the mutual agreements hereinafter set forth and other valuable considerations, the receipt and
sufficiency of which are hereby acknowledged, and for the purposes and upon the terms and conditions which follow:

PURPOSES: : 4

This Pooling Agr it ("Agr 1t") is made for the purposes of conservation and utilization of the poecled
mineral, to prevent waste, to facilitate orderly development and to preserve correlative rights. To such end, it
is the purpose of this Agreement to effect equitable participation within the unit formed hereby. This Agreement
is intended to be performed pursuant to and in compliance with all applicable statutes, decisions, regulations,
rules, orders and directives of any governmental agency having jurisdiction over the production and conservation of
the pooled mineral and in its interpretation and application shall, in all things, be subject thereto.

UNIT DESCRIPTION: -1

The oil and gas leases, which are included within the pooled unit, are listed on the attached Exhibit "A", to which
leases and the records thereof reference is here made for all pertinent purposes. The pooled unit shall consist of
all of the lands described in Exhibit "B* attached hereto and made a part hereof. A plat of the pocled unit is
attached hereto as Exhibit "C".

MINERAL POOLED: X

The mineral pooled and unitized ("pooled mineral") hereby shall be oil and gas including all hydrocarbons that may
be produced from an oil well or a gas well as such wells are recognized and designated by the Railroad Commission
of Texas or other state regulatory agency having jurisdiction of the drilling and production of oil and gas wells.
The pooled mineral shall extend to those depths underlying the surface boundaries of the pooled unit in the Barnett
and Woodford Shale formations, together defined as the stratigraphic interval or its correlative equivalent
occurring from 11,978 feet to 13,040 feet as seen on the log of the Petro-Hunt, L.L.C., Block 59, State 35 No. 1lH
well ("unitized interval").

POOLING AND EFFECT: 4.

The parties hereto commit all of their interests which are within the unit to the extent and as above described
into said unit and unitize and pool hereunder the separate tracts described on the attached Exhibit "B", for and
during the term hereof, so that such peoling or unitization shall have the feollowing effect:

(a) The unit, to the extent as above described, shall be operated as an entirety for the
exploration, development and production of the pooled mineral, rather than as separate
tracts.

(b) All drilling operations, reworking or other operations with respect to the poocled mineral

on land within the unit shall be considered as though the same were on each separate
tract in the unit, regardless of the actual location of the well or wells thereon, for
all purposes under the terms of the respective leases or other contracts thereon and this
Agreement. In the event the unitized area covered by this Agreement is maintained in
force by drilling or reworking operations conducted on a directional well drilled under
the unitized area from a surface location on adjacent or adjoining lands not included
within the boundaries of the unitized area, such operations shall be considered to have
been commenced on the unitized area when drilling is commenced on the adjacent or
adjoining land for the purpose of directionally drilling under the unitized area and
production of oil or gas from the unitized area through any directional well surfaced on
adjacent or adjoining land or drilling or reworking of any such directional well shall be
considered production or drilling or reworking operations, as the case may be, on the
unitized area for all purpecses under this Agreement. Nothing in this Agreement is
intended or shall be construed as granting to Lessee any leasehold interest, easements,
or other rights in or with respect to any such adjacent or adjoining land in addition to
any such leasehold interests, easements, or other rights which the lessee, operator or
other interest owner in the unitized area may have lawfully acquired from the state or
others.

(e) Production of the pooled mineral from the unit allocated to each separate tract,
respectively, as hereinafter provided, shall be deemed to have been produced from each
such separate tract in the unit, regardless of the actual location of the well or wells
therecn, for all purposes under the terms of the respective leases or other contracts
thereon and this Agreement.

(d) All rights to the production of the pooled mineral from the unit, including royalties and
other payments, shall be determined and governed by the lease or other contract
pertaining to each separate tract, respectively, based upon the producticn so allocated
to such tract only, in lieu of the actual production of the pooled mineral therefrom.
Provided that, payments that are made on a per acre basis shall be reduced according to
the number of acres pooled and included herein, so that payments made on a per acre basis
shall be calculated based upon the number of acres actually included within the
boundaries of the pooled unit covered by this Agreement.

(e) A shut-in oil or gas well located upon any land or lease included within said unit shall
be considered as a shut-in o0il or gas well located upon each land or lease included
within said unit; provided, however, that shut-in oil or gas well royalty shall be paid
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to the State on each State lease wholly or partially within the unit, according to the
terms of such lease as though such shut-in oil or gas well were located on said lease, it
being agreed that shut-in royalties provided in each State lease shall not be shared with
other royalty owners.

(£) Notwithstanding any other provision hereof, it is expressly agreed that each State lease
may be maintained in force as to areas lying outside the unitized area described in
Exhibit "B" only as provided in each such lease without regard to unit operations or unit
producticn. Neither production of the pooled mineral, nor unit operations with respect
thereto, nor the payment of shut-in royalties from a unit well, shall serve to hold any
State lease in force as to any area outside the unitized area described in Exhibit "B*
regardless of whether the production or operations on the unit are actually located on
the State lease or not. "Area" as used in this paragraph shall be based upon surface
acres to the end that, except as may otherwise be provided in each State Lease, the area
inside the surface boundaries of the pooled unit, if held, will be held as tc all depths
and horizons.

(g) If the Railrocad Commission of Texas (or any other Texas regulatory body having
jurisdiction) shall adopt special field rules providing for oil and/or gas proration
units of less than 1,280 acres, then Lessee agrees to either (1) drill to the density
permitted by the Railroad Commission, (2) make application to the School Land Board of
the State of Texas to reform the unit to comply with Railroad Commission unit rules, or
(3) make application to the School Land Board of the State of Texas for such remedy as
may be agreeable to the Board.

(h) This Agreement shall not relieve Lessee from the duty of protecting the State leases
described in Exhibit "A" and the State lands within the boundaries of the pocled unit
described in Exhibit "B" from drainage from any well situated on privately owned land,
lying outside the unitized area described in Exhibit "B", but, subject to such
obligation, Lessee may produce the allowable for the entire unit as fixed by the Railroad
Commission of Texas or other lawful authority, from any one or more wells completed
thereon.

(i) There shall be no obligation to drill internal offsets to any other well on separate
tracts within the pocled unit, nor to develop the lands within the boundaries thereof
separately, as to the pooled mineral.

(3) Should this Agreement terminate for any cause, in whole or in part, the leases and other
contracts affecting the lands within the unit, if not then otherwise maintained in force
and effect, shall remain and may be maintained in force and effect under their respective
terms and conditions in the same manner as though there had been production or operations
under said lease or contract and the same had ceased on the date of the termination of
this Agreement.

ALLOCATION OF PRODUCTION: 5.

For the purpose of computing the share of production of the pooled mineral to which each interest owner shall be
entitled from the pooled unit, there shall be allocated to each tract committed to said unit that pro rata portion
of the pooled mineral produced from the pooled unit which the number of surface acres covered by each such tract
and included in the unit bears to the total number of surface acres included in said unit, and the share of
production to which each interest owner is entitled shall be computed on the basis of such owner's interest in the
production so allocated to each tract.

TAKING ROYALTY IN KIND: 6.

Notwithstanding anything contained herein to the contrary, the State may, at its option, upon not less than sixty
(60) days notice to Lessee, require that payment of all or any royalties accruing to the State under this pooling
or unitization agreement be made in kind, without deduction for the cost of producing, gathering, storing,
separating, treating, dehydrating, compressing, processing, transporting and otherwise making the oil, gas and
other products produced hereunder ready for sale or use.

FULL MARKET VALUE: 7.

In the event the State does not elect to take its royalty in kind, the State shall receive full market value for
its royalty hereunder, such value to be determined as follows:

(a) As to royalty on o0il 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 for the field where produced and when run, or (2) the highest
market price thereof offered or paid for the field where produced and when run, or (3)
gross proceeds of the sale thereof, whichever is the greater;

(b) As to royalty on gas, such value to be based on (1) the highest market price paid or
offered for gas of comparable quality for the field where produced and when run, or (2)
the gross price paid or offered to the producer, whichever is the greater.

(For the purposes of this Agreement "field" means the general area in which the lands covered hereby are located.)

EFFECTIVE DATE: 8.

Upon execution by the Commissioner of the General Land Office of the State of Texas this Agreement shall become
effective as of February S, 2008.

. . . see .
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TERM: 9%

Unless this agreement expires earlier pursuant to the terms of the respective leases included as a part of this
Agreement, or on such other date approved by the School Land Board and mutually agreed to by the undersigned
parties, their successors or assigns, this Agreement shall expire on February 5, 2009. Nothing herein shall amend
or modify Section 52.031 of the Natural Resources Code, or any of the provisions thereof, which are contained in
any State lease covered by this Agreement.

STATE LAND: 10.

Insofar as the royalty interest of the State of Texas in and under any State tract committed to the unit is
concerned, this Agreement is entered into, made and executed by the undersigned Commissioner of the General Land
Office by virtue of the authority and pursuant to the provisions of Subchapter E, Chapter 52, of the Natural
Resources Code, authorizing the same, after the prerequisites, findings and approval hereof, as provided in said
Code having been duly considered, made and obtained.

DISSOLUTION: 11

The unit covered by this Agreement may be dissolved by Lessee, his heirs, successors or assigns, by an instrument
filed for record in Reeves County, Texas, and a certified copy thereof filed in the General Land Office at any time
after the cessation of production on said unit or the completion of a dry hole thereon prior to production or upon
such other date as may be approved by the School Land Board and mutually agreed te by the undersigned parties,
their successors or assigns.

RATIFICATION/WAIVER: 12.

Nothing in this Agreement, nor the approval of this Agreement by the School Land Board, nor the execution of this
Agreement by the Commissioner shall: (1) operate as a ratification or revivor of any State lease that has expired,
terminated, or has been released in whole or in part or terminated under the terms of such State lease or the laws
applicable thereto; (2) constitute a waiver or release of any claim for money, o0il, gas or other hydrocarbons, or
uLther thing duce to the EGtate by rcapon of the cxistence or failure of such lease, (3) constitute a waiver or
release of any claim by the State that such lease is void or voidable for any reason, including, without
limitation, violations of the laws of the State with respect te such lease or failure of consideration; (4)
constitute a confirmation or recognition of any boundary or acreage of any tract or parcel of land in which the
State has or claims an interest; or (5) constitute a ratification of, or a waiver or release of any claim by the
State with respect to any violation of a statute, regulation, or any of the common laws of this State, or any
breach of any contract, duty, or other obligation owed to the State.

COUNTERPARTS : 13.

This Agreement may be executed in counterparts and if so executed shall be valid, binding and have the same effect
as if all the parties hereto actually joined in and executed one and the same document. For recording purposes and
in the event counterparts of this Agreement are executed, the executed pages, together with the pages necessary to

show acknowledgments, may be combined with the other pages of this Agreement so as to form what shall be deemed and
treated as a single original instrument showing execution by all parties hereto.

IN WITNESS WHEREOF, the parties hereto have executed this Agreement upon the respective dates indicated below.

Date Executed s_lb'\w STATE OF TEXAS

Legal : A
Content Jerry E. Pattejson, Commissicner
Geology Genegal Land Office

Executive




pate Executed INAMUA 10 AbOK PETRO-HUNT, L.L.C.

By:

i

Bruce W. Hunt
s, President we blo‘j

£

CERTIFICATE

1, Stephanie Crenshaw, Secretary of the School Land Board of the State of Texas, do hereby certify that at a
meeting of the School Land Board duly held on the 5th day of February, 2008, the foregeing instrument was presented
to and approved by said Board under the provisions of Subchapter E, Chapter 52, of the Natural Resources Code, all
of which is set forth in the Minutes of the Boarg of which I am odian.

IN TESTIMONY WHEREOF, witness my hand this the day of , 2008.

of the School Land Board

STATE OF TEXAS

COUNTY OF me

This instrument was acknowledged before me on IMOBA LA IollDO’ , 2008, by ﬁ)u&,u.. W, NLUI:L
as MLM 4 of Petro-Hunt, L.L.C., a maww

Lot Lo 6y C mw o-t-ﬁmd,cmpwr-

Notary Public in and for the 0
State of Texas
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Chesapeake Exploratiom, L.L.C.,

an Oklahoma Iimﬂed)yﬂpany

By: <
Henry J-Hood, Senior Vice President —
Land and Legal & General Counsel

77 Y

STATE OF OKLAHOMA )
§
COUNTY OF OKLAHOMA )
This instrument was acknowledged before me on this lS‘f' day of
Aﬁr L , 200%by Henry J. Hood, as Senior Vice President - Land and

Legal & General Counsel of Chesapeake Exploration, L.L.C. on behalf of said

limited liability company.
1 .
CUM\L “’ﬂz{:\,wé U\
Notary Public

My Commission Expires: 0478 / 701\ ) i
Commission Number:_ O 100 C{1 & ] S
§;§$61ARI4’\P,,"¢
;{.-‘::\O P H’\ ’d’

i1
{ # 07009181 %
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Exhibit A

Schedule of Leases
Block 58, State 42 1-H Unit

Tract 1: Section 41: W/2 129 Acres MF No. 104580

LESSOR LESSEE LEASE DATE RECORDING DATE
REEVES COUNTY
General Land Office Petro-Hunt L.L.C. 1/18/05 Vol. 703 Page 289
State of Texas

Tract 2: Section 41: NE 1/4 133 Acres MF No. 107612

LESSOR LESSEE LEASE DATE RECORDING DATE
REEVES COUNTY

Cathy Crist Petro-Hunt L.L.C. 8/1/05 Vol. 721 Page 461
Louise Johnson Petro-Hunt L.L.C. 8/1/05 Vol. 721 Page 490
Moranetz
Londa Beth Johnson Petro-Hunt L.L.C. 8/1/05 Vol. 721 Page 480
Charles L. Wyatt, Jr. Petro-Hunt L.L.C. 8/1/05 Vol. 721 Page 500
Laura Lynn Johnson Petro-Hunt L.L.C. 8/1/05 Vol.721 Page 471
Ciaramella
Gary Brent Wyatt Petro-Hunt L.L.C. 8/1/05 Vol. 721 Page 510
Bernie Byron Wyatt Petro-Hunt L.L.C. 8/1/05 Vol. 739 Page 491

Tract 3: Section 41: South 18.6 Acres of SE 1/4 MF No. 105289 & 107733

LESSOR LESSEE LEASE DATE RECORDING DATE
REEVES COUNTY
Fred P. Armstrong Petro-Hunt L.L.C. 2/8/05 Vol. 700 Page 149
(MF 105289)
Betty B. Armstrong Petro-Hunt L.L.C. 11/30/06 Vol. 753 Page 505
April Armstrong Perez Petro-Hunt L.L.C. 11/30/06 Vol. 753 Page 527
Weldon Scott Armstrong | Petro-Hunt L.L.C. 11/30/06 Vol. 753 Page 516
David Armstrong Petro-Hunt L.L.C. 11/30/06 Vol. 753 Page 494
John Cole Armstrong Petro-Hunt L.L.C. 11/30/06 Vol. 753 Page 483

Tract 4: Section 41: North 2.4 Acres of SE 1/4 MF No. 108664
LESSOR LESSEE LEASE DATE RECORDING DATE
REEVES COUNTY
Kelly Baxter Petro-Hunt L.L.C. 11/5/05 Vol. 781 Page 471




Tract 5:

All of Section 42: 615 Acres MF No. 104778 & 105285

LESSOR LESSEE LEASE DATE RECORDING DATE
REEVES COUNTY

Anne Covington Petro-Hunt L.L.C. 10/21/07 Vol. 788 Page 542
Henderson
Jane Covington Drake Petro-Hunt L.L.C. 10/21/07 Vol. 788 Page 533
Ted Michael Covington Petro-Hunt L.L.C. 10/21/07 Vol. 778 Page 524
Dela Minerals Petro-Hunt L.L.C. 2/18/05 Vol. 707 Page 241
Estate of Nellie May Petro-Hunt L.L.C. 4/6/07 Vol. 724 Page 462
Gohlke
Wells Fargo Bank Mary Petro-Hunt L.L.C. 9/1/05 Vol. 724 Page 31
Hewitt Trust
Wells Fargo Mary Petro-Hunt L.L.C. 9/1/05 Vol. 724 Page16
Tippins Trust
Wells Fargo Bank Esther | Petro-Hunt L.L.C. 9/1/05 Vol. 781 Page 1
Shumon Trust
Scottish Rite Hospital Petro-Hunt L.L.C. 12/1/05 Vol. 721 Page 249
Catherine F. Wall Tr. B Petro-Hunt L.L.C. 12/1/05 Vol. 724 Page 82
D.D. Wall Tr. B Petro-Hunt L.L.C. 12/1/05 Vol. 724 Page 97
Catherine F. Wall Tr. A Petro-Hunt L.L.C. 12/1/05 Vol. 726 Page 625
D.D. Wall Tr. A. Petro-Hunt L.L.C. 12/1/05 Vol. 726 Page 639

Private Lands Leases in Unit North 382 Acres of R.E. Montgomery Survey A-538

LESSOR LESSEE LEASE DATE RECORDING DATE
REEVES COUNTY

Belinda Harrington Petro-Hunt L.L.C. 11/29/07 Vol. 779 Page 772
Arwilda Harrington Petro-Hunt L.L.C. 11/3/04 Vol. 687 Page 799
P.D. Sams Petro-Hunt L.L.C. 11/24/07 Vol. 775 Page 455
Diane H. Leinweber Petro-Hunt L.L.C. 11/3/07 Vol. 687 Page 144
White Living Trust Petro-Hunt L.L.C. 9/25/07 Vol. 779 Page 520
Anne Louise Leeds Petro-Hunt L.L.C. 9/26/07 Vol. 779 Page 526
Helen R. Baumgertner Petro-Hunt L.L.C. 9/25/07 Vol. 779 Page 524
Estate of |.J. Kahn Petro-Hunt L.L.C. 12/6/07 Vol. 781 Page 481
Merle B. Taylor Petro-Hunt L.L.C. 10/15/07 Vol. 779 Page 528
Fasken Foundation Petro-Hunt L.L.C. 4/18/06 Vol. 743 Page 313
Wells Fargo Bank Susan | Petro-Hunt L.L.C. 5/1/08 Vol. 791 Page 849
Fasken Hartin
Management Trust
Wells Fargo Bank Petro-Hunt L.L.C. 5/1/08 Vol. 791 Page 844
Fasken Family LP
G.R. Fasken Petro-Hunt L.L.C. 4/18/06 Vol. 791 Page 826
Steven Price Fasken Petro-Hunt L.L.C. 4/18/06 Vol. 791 Page 830
Revocable Trust
Frank Andrew Fasken Petro-Hunt L.L.C. 4/18/06 Vol. 791 Page 838




Exhibit B
Unit Lands
Block 58 State 42 1-H Unit

The Unit Lands are located in Reeves County, Texas
283 acres of land being all of Section 41, Block 58, PSL Survey

615 acres of land being all of Section 42, Block 58, PSL Survey
382 acres being the north 382 acres of the R.E. Montgomery Survey A-538
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EXnIpit ©
Plat of Unit Lands

Biock S8 State 42 1-H 1mit

36
AL LA
IV VIV VIV PP s
/] PETRO HUNT <
PETRO |HUNT P
/] 131" : N 4
7 s o} SECTION 1]
/] iz g S PO BLOCK 58 |
7 998’ i PSL |/
71 BLOCK 58 STATE | BLOCK 58 STATE rg
# SEC:FI& 42 L 129.0 ACRES (CALL), 133.0 ACRES (CALL) %
37 /S
/] BLOCK 58 L _69 | 1/
# PSL . PETRO HUNT ] 40
2 o
/] Pori by iV
/ P < R.E. MONTGOMERY SURVEY |2 /
e 3794 L e g L#
A PEOCE S0 STAIE 805" BLOCK 58 STATE 1
—+— ;5 ACRES (CALL) 400 ered 382 ACRES (CALL) L
LA ey e s L. é._
48 43/////// ///7/////7///////45
TOTAL LEASE ACREAGE =
1280 ACRES (CALL)
NOTE: THIS PERMIT PLAT HAS BEEN PREPARED FROM A CERTIFIED SURVEY PLAT
ON FILE IN THE OFFICE OF WATSON & ASSOCIATES, MIDLAND, TEXAS.
NAD 83, TEXAS CENTRAL ZONE COORDINATES (HERE POSITION)
SURFACE LOCATION:
OF THE 4241H: N=10494662.6', E=1189024.7"
LATITUDE & LONGITUDE OF THE 42#1H:
LATITUDE=312440.5", LONGITUDE=~10353'03.7".
TERMINUS POINT:
OF THE 4241H: N=10497939.2', E=1191319.0"
LATITUDE & LONGITUDE OF THE 4241H:
LATITUDE=3125"13.47, LONGITUDE=—103"52'38.4".
APPROXIMATELY 7.9 MILES NORTHWEST OF TOYAH, TEXAS
GRID
SCALE 17 =2000'

PETRO—HUNT, L.L.C.

BLOCK 58 STATE 42#1H
SURFACE LOCATION: 805" FSL & 1137 FEL
SECTION 42,

TERMINUS POINT: 998" FSL & 712" FWL
SECTION 41,

BLOCK 58, PSL SURVEY
REEVES COUNTY, TEXAS

I, THE UNDERSIGNED, DO HEREEY CERTIFY THAT THE SURVEY
INFORMATION FOUND ON THIS PLAT WAS DERIVED FROM ACTUAL FIELD
NOTES OF ON—THE—GROUND SURVEYS MAJE BY ME OR UNDER MY

PO. DRAWER 1LII36 SUPERVISION AND IS TRUE AND CORRECT TO THE BEST OF MY
NO WARRANTY IS MADE OR INTENDED FOR THE

MIDLAND, TEXAS 79702 KNOWLEDGE AND BELIEF.
5 (472) 520-9200 LOCATION OF ANY OR ALL EASEMENTS THAT MAY EXIST WTHIN THE
FAT (472) 5209012 BOUNDS OF THIS SURVEY. THE INFORMATION PRESENTED HEREON IS FOR
- THE PRIVATE USE OF THE PARTY NAMED IN THE "REFERENCE PORTION™

ol CIATES nE (300! 4956443 OF THE TITLE BLOCK AND DOES NOT CONSTITUTE A COMPLETE
BOUNDARY SURVEY AS DEFINED BY THE "PROFESSIONAL LAND SURVEYING

m- PRACTICES ACT.”
CONSULTING ENGINEERS, LAND SURVETURS & PLANNERS e mom ,_w, o
DATE: OCTOBER 13, 2007 ACAD FILE: BLOCK 59 PSL 6 30 07.DWG ) ’
F/B 571/61, STAKED 11/4/07, DRAWN BY: TA /9/08 %0
DATE RPLS

W-504-07 REWISED 1/8,/08, 1/9,/08
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McELROY, SULLIVAN & MILLER, L.L.P.

Attorneys at Law

MAILING ADDRESS 1201 SPYGLASS DRIVE TELEPHONE

SUITE 2 (512) 327-8111
P.0. BOX 12127 mrg'\rw%“cogsua
AUSTIN, TX 78711 : Y FAX

(512) 327-6566

June 16, 2008

Mr. J. Daryl Morgan, CPL RE CEIVE
Energy Resources Division D
Texas General Land Office 207 é//( /[ g
Stephen F. Austin Building, 6" Floor e —

1700 No. Congress Avenue
Austin, Texas 78701-1495

Re: Block 58, State 42 1-H Unit, Reeves County, Texas - 109Y5%0

Dear Mr. Morgan:

Chesapeake Exploration, LLC requests permission to substitute the attached corrected
Exhibit A to for the original Exhibit A for this pooling agreement.

With the agreement of Petro-Hunt, the operator of record, Chesapeake has assumed
operations of this unit under a Joint Operating Agreement. After assuming operations,
Chesapeake discovered certain unleased undivided mineral interests in the private acreage in the
R.E. Montgomery Survey, A-538. Chesapeake has leased those interests and now desires to
correct Exhibit A. These interests are the various Fasken interests shown as the last five entries
on the corrected Exhibit A, all filed in Volume 791 of the Official Records of Reeves County.

The correction of Exhibit A does not add any land to the unit, and no changes are
required in Exhibit B or C. It also does not change the State’s interest in the unit.

If this filing is acceptable, | would appreciate a letter acknowledging receipt of the filing.

Sincerely,

Clark Jobe

Enclosure



Exhibit A

Schedule of Leases
Block 58, State 42 1-H Unit

Tract 1: Section 41: W/2 129 Acres MF No. 104580

LESSOR LESSEE LEASE DATE RECORDING DATE
REEVES COUNTY
General Land Office Petro-Hunt L.L.C. 1/18/05 Vol. 703 Page 289
State of Texas

Tract 2: Section 41: NE 1/4 133 Acres MF No. 107612

LESSOR LESSEE LEASE DATE RECORDING DATE
REEVES COUNTY

Cathy Crist Petro-Hunt L.L.C. 8/1/05 Vol. 721 Page 461
Louise Johnson Petro-Hunt L.L.C. 8/1/05 Vol. 721 Page 490
Moranetz
Londa Beth Johnson Petro-Hunt L.L.C. 8/1/05 Vol. 721 Page 480
Charles L. Wyatt, Jr. Petro-Hunt L.L.C. 8/1/05 Vol. 721 Page 500
Laura Lynn Johnson Petro-Hunt L.L.C. 8/1/05 Vol.721 Page 471
Ciaramella
Gary Brent Wyatt Petro-Hunt L.L.C. 8/1/05 Vol. 721 Page 510
Bernie Byron Wyatt Petro-Hunt L.L.C. 8/1/05 Vol. 739 Page 491

Tract 3: Section 41: South 18.6 Acres of SE 1/4 MF No. 105289 & 107733

LESSOR LESSEE LEASE DATE RECORDING DATE
REEVES COUNTY
Fred P. Armstrong Petro-Hunt L.L.C. 2/8/05 Vol. 700 Page 149
(MF 105289)
Betty B. Armstrong Petro-Hunt L.L.C. 11/30/06 Vol. 753 Page 505
April Armstrong Perez Petro-Hunt L.L.C. 11/30/06 Vol. 753 Page 527
Weldon Scott Armstrong | Petro-Hunt L.L.C. 11/30/06 Vol. 753 Page 516
David Armstrong Petro-Hunt L.L.C. 11/30/06 Vol. 753 Page 494
John Cole Armstrong Petro-Hunt L.L.C. 11/30/06 Vol. 753 Page 483

Tract 4: Section 41: North 2.4 Acres of SE 1/4 MF No. 108664

LESSOR LESSEE LEASE DATE RECORDING DATE
REEVES COUNTY
Kelly Baxter Petro-Hunt L.L.C. 11/5/05 Vol. 781 Page 471




Tract 5: All of Section 42: 615 Acres MF No. 104778 & 105285
LESSOR LESSEE LEASE DATE RECORDING DATE
REEVES COUNTY
Anne Covington Petro-Hunt L.L.C. 10/21/07 Vol. 788 Page 542
Henderson
Jane Covington Drake Petro-Hunt L.L.C. 10/21/07 Vol. 788 Page 533
Ted Michael Covington Petro-Hunt L.L.C. 10/21/07 Vol. 778 Page 524
Dela Minerals Petro-Hunt L.L.C. 2/18/05 Vol. 707 Page 241
Estate of Nellie May Petro-Hunt L.L.C. 4/6/07 Vol. 724 Page 462
Gohlke
Wells Fargo Bank Mary Petro-Hunt L.L.C. 9/1/05 Vol. 724 Page 31
Hewitt Trust
Wells Fargo Mary Petro-Hunt L.L.C. 9/1/05 Vol. 724 Page16
Tippins Trust
Wells Fargo Bank Esther | Petro-Hunt L.L.C. 9/1/05 Vol. 781 Page 1
Shumon Trust
Scottish Rite Hospital Petro-Hunt L.L.C. 12/1/05 Vol. 721 Page 249
Catherine F. Wall Tr. B Petro-Hunt L.L.C. 12/1/05 Vol. 724 Page 82
D.D. Wall Tr. B Petro-Hunt L.L.C. 12/1/05 Vol. 724 Page 97
Catherine F. Wall Tr. A Petro-Hunt L.L.C. 12/1/05 Vol. 726 Page 625
D.D. Wall Tr. A. Petro-Hunt L.L.C. 12/1/05 Vol. 726 Page 639

Private Lands Leases in Unit North 382 Acres of R.E. Montgomery Survey A-538

LESSOR LESSEE LEASE DATE RECORDING DATE
REEVES COUNTY

Belinda Harrington Petro-Hunt L.L.C. 11/29/07 Vol. 779 Page 772
Arwilda Harrington Petro-Hunt L.L.C. 11/3/04 Vol. 687 Page 799
P.D. Sams Petro-Hunt L.L.C. 11/24/07 Vol. 775 Page 455
Diane H. Leinweber Petro-Hunt L.L.C. 11/3/07 Vol. 687 Page 144
White Living Trust Petro-Hunt L.L.C. 9/25/07 Vol. 779 Page 520
Anne Louise Leeds Petro-Hunt L.L.C. 9/26/07 Vol. 779 Page 526
Helen R. Baumgertner Petro-Hunt L.L.C. 9/25/07 Vol. 779 Page 524
Estate of I.J. Kahn Petro-Hunt L.L.C. 12/6/07 Vol. 781 Page 481
Merle B. Taylor Petro-Hunt L.L.C. 10/15/07 Vol. 779 Page 528
Fasken Foundation Petro-Hunt L.L.C. 4/18/06 Vol. 743 Page 313
Wells Fargo Bank Susan | Petro-Hunt L.L.C. 5/1/08 Vol. 791 Page 849
Fasken Hartin
Management Trust
Wells Fargo Bank Petro-Hunt L.L.C. 5/1/08 Vol. 791 Page 844
Fasken Family LP
G.R. Fasken Petro-Hunt L.L.C. 4/18/06 Vol. 791 Page 826
Steven Price Fasken Petro-Hunt L.L.C. 4/18/06 Vol. 791 Page 830
Revocable Trust
Frank Andrew Fasken Petro-Hunt L.L.C. 4/18/06 Vol. 791 Page 838
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GENERAL LAND OFFICE

June 16, 2008

Mr. Clark Jobe

McElroy, Sullivan & Miller, L.L.P.
P.O.Box 12127

Austin, Texas 78711-2127

RE: Pooling Agreement
Chesapeake Exploration, LLC/
Petro-Hunt
Block 58, State 42 1-H Unit
Reeves County, Texas

Dear Mr. Jobe:

I hereby acknowledge receipt of your letter dated June 16, 2008, and the revised Exhibit
“A”, to the Block 58, State 42 1-H Unit. These revisions do not change the participation of the
State and are acceptable to the General Land Office. I have substituted the revised Exhibit “A”
for the one previously attached to the Pooling Agreement.

Thank you for your assistance with this matter, if you have any questions, please do not
hesitate to contact me.

Sincerely,

Yl b,y

J. Daryl Morgan, CPL
Energy Resources Division
(512) 305-9106

Stephen F. Austin Building * 1700 North Congress Avenue * Austin, Texas 78701-1495
Post Office Box 12873 * Austin, Texas 78711-2873
512-463-5001 = 800-998-4G1L.O

www.glo.state.tx.us

JERRY PATTERSON, COMMISSIONER



File, No. M" /0?{2,’0 )

Lie. o Clot loboe

Date Filed: Q//éjoﬁ

Jerry yg Pattersop, Commissioner
By Ra) 0r4in

o



McELRrOY, SuLLIVAN & MILLER, L.L.P.

Attorneys at Law

MAILING ADDRESS 1201 SPYGLASS DRIVE TELEPHONE
SUITE 200 (512) 327-8111

FILEL S AUSTIN, TX 78746

AUSTIN, TX 78711 FAX

(512) 327-6566

October 16, 2008

Mr. J. Daryl Morgan, CPL

Energy Resources Division

Texas General Land Office

Stephen F. Austin Building, 6" Floor
1700 No. Congress Avenue

Austin, Texas 78701-1495

Re:  Block 58, State 42 #1H Unit, Reeves County /|- /U $o0

Dear Mr. Morgan:

Enclosed for your records is a certified copy of the Term Pooling Agreement for this unit,
as recorded in Book 804, page 333 of the Official Records of Reeves County.

Thank you for your assistance with this matter. Please let me know if I can answer any
questions regarding this filing.

\

Sincerely, &

P

Clark Jobe

Enclosure
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TERM POOLING AGREEMENT
PETRO-HUNT, L.L.C.
BLOCK 58, STATE 42 1-H UNIT
REEVES COUNTY, TEXAS

THIS AGREEMENT is entered into by and between the Commissioner of the General Land Office, on behalf of the State
of Texas, as "Lessor® and Petro-Hunt, L.L.C., herein referred to as *Lessee”, and such other interested parties as
may join in the execution hereof, the undersigned parties herein collectively referred to as the “parties®, in
consideration of the mutual agreements hereinafter set forth and other valuable considerations, the receipt and
sufficiency of which are hereby acknowledged, and for the purposes and upon the terms and conditions which follow:

PURPOSES : 1.

This Pooling Agreement ("Agreement”) is made for the purposes of conservation and utilization of the pooled
mineral, to prevent waste, to facilitate orderly development and to preserve correlative rights. To such end, it
is the purpose of this Agreement to effect equitable participation within the unit formed hereby. This Agreement
is intended to be performed pursuant to and in compliance with all applicable statutes, decisions, regulations,
rules, orders and directives of any governmental agency having jurisdiction over the production and conservation of
the pooled mineral and in its interpretation and application shall, in all things, be subject thereto

UNIT DESCRIPTION: 2.

The oil and gas leases, which are included within the pooled unit, are listed on the attached Exhibit *A*, to which
leases and the records thereof reference is here made for all pertinent purposes. The pooled unit shall consist of
all of the lands described in Exhibit *"B* attached hereto and made a part hereocf. A plat of the pooled unit is
attached hereto as Exhibit "C".

MINERAL POOLED: 3.

The mineral pooled and unitized ("pooled mineral®) hereby shall be cil and gas including all hydrocarbons that may
be produced from an oil well or a gas well as such wells are recognized and designated by the Railroad Commission
of Texas or other state regulatory agency having jurisdiction of the drilling and production of oil and gas wells
The pocled mineral shall extend to those depths underlying the surface boundaries of the pooled unit in the Barnett
and Woodford Shale formations, together defined as the stratigraphic interval or its correlative equivalent
occurring from 11,978 feet to 13,040 feet as seen on the log of the Petro-Hunt, L.L.C., Block 59, State 35 No. 1H
well ("unitized interval®).

POOLING AND EFFECT: 4.
The parties hereto commit all of their intereats which are within the unit to the extent and as above described

into said unit and unitize and pool hereunder the separate tracts described on the attached Exhibit "B*, for and
during the term hereof, so that such pooling or unitization shall have the following effect:

(a) The unit, to the extent as above described, shall be operated as an entirety for the
exploration, development and production of the pooled mineral, rather than as separate
tracts.

(b} All drilling operations, reworking or other operations with respect to the pooled mineral

on land within the unit shall be considered as though the same were on each separate
tract in the unit, regardless of the actual location of the well or wells thereon, for
all purposes under the terms of the respective leases or other contracts thereon and this
Agreement In the event the unitized area covered by this Agreement is maintained in
force by drilling or reworking operations conducted on a directional well drilled under
the unitized area from a surface location on adjacent or adjoining lands not included
within the boundaries of the unitized area, such operations shall be considered to have
been commenced on the unitized area when drilling is commenced on the adjacent or
adjoining land for the purpose of directionally drilling under the unitized area and
production of oil or gas from the unitized area through any directional well surfaced on
adjacent or adjoining land or drilling or reworking of any such directional well shall be
considered production or drilling or reworking operations, as the case may be, on the
unitized area for all purposes under this Agreement. Nothing in this Agreement is
intended or shall be construed as granting to Lessee any leasehold interest, easements,
or other rights in or with respect to any such adjacent or adjoining land in addition to
any such leasehold interests, easements, or other rights which the lessee, operator or
other interest owner in the unitized area may have lawfully acquired from the state or
others.

(c) Production of the pooled mineral from the unit allocated to each separate tract,
respectively, as hereinafter provided, shall be deemed to have been produced from each
such separate tract in the unit, regardless of the actual location of the well or wells
thereon, for all purposes under the terms of the respective leases or other contracts
thereon and this Agreement .

(d) All rights to the production of the pooled mineral from the unit, including royalt:i:es and
other payments, shall be determined and governed by the lease or other cantract
pertaining to each separate tract, respectively, based upon the production so allocated
to such tract only, in lieu of the actual production of the pooled mineral therefrom.
Provided that, payments that are made on a per acre basis shall be reduced according to
the number of acres pooled and included herein, so that payments made on a per acre basis
shall be calculated based upon the number of acres actually included within the
boundaries of the pooled unit covered by this Agreement.

(e) A shut-in oil or gas well located upon any land or lease included within said unit shall
be considered as a shut-in oil or gas well located upon each land or lease included
within said unit; provided, however, that shut-in oil or gas well royalty shall be paid
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to the State on each State lease wholly or partially within the unit, according to the
terms of such lease as though such shut-in oil or gas well were located on said lease, it
being agreed that shut-in royalties provided in each State lease shall not be shared with
other royalty owners.

() Notwithstanding any other provision hereof, it is expressly agreed that each State lease
may be maintained in force as to areas lying outside the unitized area described in
Exhibit *B" only as provided in each such lease without regard to unit operations or unit
production. Neither production of the pooled mineral, nor unit operations with respect
thereto, nor the payment of shut-in royalties from a unit well, shall serve to hold any
State in force as to any area outside the unitized area described in Exhibit "B"
regardless of whether the production or operations on the unit are actually located on
the State lease or not. “Area® as used in this paragraph shall be based upon surface
acres to the end that, except as may otherwise be provided in each State Lease, the area
inside the surface boundaries of the pooled unit, if held, will be held as to all depths
and horizons.

(g} If the Railroad Commigsion of Texas (or any other Texas regulatory body having
jurisdiction) shall adopt special field rules providing for oil and/or gas proratiomn
units of less than 1,280 acres, then Lessee agrees to either (1) drill to the density
permitted by the Railroad Commission, (2) make application to the School Land Board of
the State of Texas to reform the unit to comply with Railroad Commission unit rules, or
(3) make application to the School Land Board of the State of Texas for such remedy as
may be agreeable to the Board.

{h) This Agreement shall not relieve Lessee from the duty of protecting the State leases
described in Exhibit "A® and the State lands within the boundaries of the pooled unit
described in Exhibit *B* from drainage from any well situated on privately owned land,
lying outside the unitized area described in Exhibit *B*, but, subject to such
obligation, Lessee may produce the allowable for the entire unit as fixed by the Railroad
Commission of Texas or other lawful authority, from any one or more wells completed
thereon.

(1) There shall be no obligation to drill internal offsets to any other well on separate r
tracts within the pooled unit, nor to develop the lands within the boundaries thereof
separately, as to the pooled mineral.

(1) Should this Agreement terminate for any cause, in whole or in part, the leases and other
contracts affecting the lands within the unit, if not then otherwise maintained in force
and effect, shall remain and may be maintained in force and effect under their respective
terms and conditions in the same manner as though there had been production or operations
under said lease or contract and the same had ceased on the date of the termination of
this Agreement.

ALLOCATION OF PRODUCTION: 5.

For the purpose of computing the share of production of the pooled mineral to which each interest owner shall be
entitled from the pooled unit, there shall be allocated to each tract committed to said unit that pro rata portion
of the pooled mineral produced from the pocled unit which the number of surface acres covered by each such tract
and included ir the unit bears to the total number of surface acres included in said unit, and the share of
production to wiich each interest owner is entitled shall be computed on the basis of such owner's interest in the
production so allocated to each tract.

TAKING ROYALTY IN KIND: 6.

Notwithstanding anything contained herein to the contrary, the State may, at its option, upon not less than sixty
(60) days notics to Lessee, require that payment of all or any royalties accruing to the State under this pooling
or unitization agreement be made in kind, without deduction for the cost of producing, gathering, storing,
separating, treating, dehyd ing, compressing, p ing, transporting and otherwise making the oil, gas and
other products produced hereunder ready for sale or use.

FULL MARKET VALJE: 7.

In the event th= State does not elect to take its royalty in kind, the State shall receive full market value for
its royalty hersunder, such value to be determined as follows:

la) As to royalty on oil 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 for the field where produced and when run, or (2) the highest
market price thereof offered or paid for the field where produced and when run, or (3)
gross proceeds of the sale thereof, whichever is the greater;

(b) As to royalty on gas, such value to be based on (1) the highest market price paid or
offered for gas of comparable quality for the field where produced and when run, or (2)
the gross price paid or offered to the producer, whichever is the greater.

{ (For the purposes of this Agreement "field” means the general area in which the lands covered hereby are located.)

EFFECTIVE DATE: a.

Upon execution by the Commimsioner of the General Land Office of the State of Texas this Agreement shall become
effective as of February 5, 2008.
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TERM: s.

Unleecs this agreement expires earlier pursuant to the terms of the respective leases included as a part of this
Ajresment, or on such other date approved by the School Land Board and mutually agreed to by the undersigned
parties, their successors or assigns, this Agreement shall expire on February 5, 2009. Nothing herein shall amend
or modily Section 52,031 of the Natural Resources Code, or any of the provisions thereof, which are contatned in
any 5tace lease covered by thim Agraement.

STATE LAND: 10,

inscfar as the royalty interest of the State of Texas in and under any State tract committed to the unit is
concezned, this Agreement is entered into, made and executed by the undersigned Coomissicner of the General Land
Gffice by virtue of the authority and pursuant to the provisions of Subchapter E, Chapter 52 of the Katural
Resources Code, authorizing the same, after the prerequisites. findings and approval harec!f, as provided in said
Code having been duly considered, made and cbtained.

DISSOLUTION: 11.

The unit covered by this Agreement may be dissolved by Lessee, his heirs, successors or assigns, by an instrument
filed for record in Reeves County, Texas, and a certified copy thereof filed in the General Land Office at any time
after the cessation of production on said unit or the completion of a dry hole thereon prior to production or upon
such other date as may be approved by the School Land Board and mutually agreed to by the undersigned parties,
their nuccessors or assigns.

RATIFICATION/WAIVER: 12.

Nothing in this Agreement, nor the approval of this Agreement by the School Land Board, nor the execution cf this
Agreement by the Commissioner shall: (1) operate as a ratification or revivor of any State lease that has expired,
terminated. or has been released in whole or in part or terminated under the terms of such State lease or the laws
applicable thereto; (2] constitute a waiver or release of any claim for money, oil, gas or other hydrocarbens, or
other thing due toc the State by reason of the existence or failure of such leane; (1) constitute a waiver or
release of any claim by the State that such lease is veoid or voidable for any reason, including, without
limitation, violations of the laws of the State with respect to such lease or failure of consideration: (4)
constitute a confirmation or recognition of any boundary or acreage of any tract or parcel of land in which the
State has or claims an interest; or (5) constitute a ratification of, or a waiver or release of any claim by the
State with respect to any viclation of a statute, regulation, or any of the common laws of this State, or any
breach of any contract, duty, or other obligation owed to the State.

COUNTERPARTS : 1.
This Agreement may be executed in counterparts and if so executed shall be valid, binding and have the same sffect
as if all the parties hereto actually joined in and executed one and the same document. For recording purposes and
in the event counterparts of thie Agreement are executed, the executed pages, together with the pages necessary to
show wl . may be comb d with the other pages of this Agreement so as to form what shzll be deered and
treated as & single original inetrument showing execution by all parties hereto.

IN WITNESS WHEREOF, the parties hereto have executed this Agreement upon the respective dates indicated below.

Date Executed 5 !h‘ STATE OF TEXAS

Logal
Content
Geology
Executive

True and Correct
copy of
Criginal filed in
Reeves County
Clerks Office
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PETRO-HUNT, L.L.C.

Date Executed m!“' ,D‘ 300,

- j//aéf

Bruce W. Hunt
_.President

It

CERT1FICATE

I, Stephanie Crenshaw, Secretary of the School Land Board of the State of Texas, do hereby certify that at a

meeting of the School Land Board duly held on the Sth day of February, 2008, the foregoing instrument was presented
to and approved by said Board under the provisions of Subchapter E, Chapter 52, of the Natural Resources Code, all

of which is set forth in the Minutes of the Board of which I a

IN TESTIMONY WHEREOF, witness my hand this the day of 2008

STATE OF TEXAS

comy oF __LOAIGS

|
This instrument was acknowledged before me an\m‘.& ‘Q . 2008, by &A&Lu’ w- M
‘5# of Petro-Humt, L.L.C

. M Paiaidict

‘““ul\\lllllllem”’ "
M !

Lg

b'.rv.ﬂ

jotary Public in and for the
State of Texas

cane
sren
seew
avew




Y.
Henry J. Hood, t President —
Land and Legal eral Counsel 0,/

o

STATE OF OKLAHOMA )

) §
COUNTY OF OKLAHOMA )

This instrument was acknowledged before me on this \Sl day of
all , 200¥Pby Henry J. Hood, as Senior Vice President - Land and
Lega) & General Counsel of Chesapeake Exploration, L.L.C. on behalf of said

limited liability company.

Notary Public

My Commission Expires: (ggl Eﬁf %Ol | -

P x a iy,
Commission Number: \\\\\\\‘\;e RAW, /’:;:,,,,
$ ‘5}@1"’*"13‘\‘9
S [ worooet8t

s

{ EXP. 092811 |

Uty

3,‘5
-
8
A
ey 4’4

2,

-
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Exhibit A

Schedule of Leases
Block 58, State 42 1-H Unit

Tract 1: Section 41: W/2 129 Acres MF No. 104580

State of Texas

LESSOR LESSEE LEASE DATE RECORDING DATE
REEVES COUNTY
General Land Office Petro-Hunt L.L.C. 1/18/05 Vol. 703 Page 289

Tract 2: Section 41: NE 1/4 133 Acres MF No. 107612

LESSOR LESSEE LEASE DATE RECORDING DATE
REEVES COUNTY

Cathy Crist Petro-Hunt L.L.C. 8/1/05 Vol. 721 Page 461
Louise Johnson Petro-Hunt L.L.C. 8/1/05 Vol. 721 Page 490
Moranetz
Londa Beth Johnson Petro-Hunt L.L.C. 8/1/05 Vol. 721 Page 480
Charles L. Wyatt, Jr. Petro-Hunt L.L.C. 8/1/05 Vol. 721 Page 500
Laura Lynn Johnson Petro-Hunt L.L.C. 8/1/05 Vol.721 Page 471
Ciaramella
Gary Brent Wyatt Petro-Hunt L.L.C. 8/1/05 Vol. 721 Page 510
Bermnie Byron Wyatt Petro-Hunt L.L.C. 8/1/05 Vol. 739 Page 491

Tract 3: Section 41: South 18.6 Acres of SE 1/4 MF No. 105289 & 107733

LESSOR LESSEE LEASE DATE RECORDING DATE
REEVES COUNTY
Fred P. Armstrong Petro-Hunt L.L.C. 2/8/05 Vol. 700 Page 149
(MF 105289)
Betty B. Armstrong Petro-Hunt L.L.C. 11/30/06 Vol. 753 Page 505
April Armstrong Perez Petro-Hunt L.L.C. 11/30/06 Vol. 753 Page 527
Weldon Scott Armstrong | Petro-Hunt L.L.C. 11/30/06 Vol. 753 Page 516
David Armstrong Petro-Hunt L.L.C. 11/30/06 Vol. 753 Page 494
John Cole Armstrong Petro-Hunt L.L.C. 11/30/06 Vol. 753 Page 483

Tract 4: Section 41: North 2.4 Acres of SE 1/4 MF No. 108664

LESSOR LESSEE LEASE DATE RECORDING DATE
REEVES COUNTY
Kelly Baxter Petro-Hunt L.L.C. 11/5/05 Vol. 781 Page 471

I



T'

BOCK

S 0 4 page

Tract 5: All of Section 42: 615 Acres MF No. 104778 & 105285
LESSOR LESSEE LEASE DATE RECORDING DATE
REEVES COUNTY
Anne Covington Petro-Hunt L.L.C. 10/21/07 Vol. 788 Page 542
Henderson
Jane Covington Drake Petro-Hunt L.L.C. 10/21/07 Vol. 788 Page 533
Ted Michael Covington Petro-Hunt L.L.C. 10/21/07 Vol. 778 Page 524
Dela Minerals Petro-Hunt L.L.C. 2/18/05 Vol. 707 Page 241
Estate of Nellie May Petro-Hunt L.L.C. 4/6/07 Vol. 724 Page 462
Gohlke
Wells Fargo Bank Mary Petro-Hunt L.L.C. 9/1/05 Vol. 724 Page 31
Hewitt Trust
Wells Fargo Mary Petro-Hunt L.L.C. 9/1/05 Vol. 724 Page16
Tippins Trust
Wells Fargo Bank Esther | Petro-Hunt L.L.C. 9/1/05 Vol. 781 Page 1
Shumon Trust
Scottish Rite Hospital Petro-Hunt L.L.C. 12/1/05 Vol. 721 Page 249
Catherine F. Wall Tr. B Petro-Hunt L.L.C. 12/1/05 Vol. 724 Page 82
D.D.Wall Tr. B Petro-Hunt L.L.C. 12/1/05 Vol, 724 Page 97
Catherine F. Wall Tr. A Petro-Hunt L.L.C. 12/1/05 Vol. 726 Page 625
D.D. Wall Tr. A. Petro-Hunt L.L.C. 12/1/05 Vol. 726 Page 639

Private Lands Leases in Unit North 382 Acres of R.E. Montgomery Survey A-538

LESSOR LESSEE LEASE DATE RECORDING DATE
REEVES COUNTY

Belinda Harrington Petro-Hunt L.L.C. 11/29/07 Vol. 779 Page 772
Arwilda Harrington Petro-Hunt L.L.C. 11/3/04 Vol. 687 Page 799
P.D. Sams Petro-Hunt L.L.C. 11/24/07 Vol. 775 Page 455
Diane H. Leinweber Petro-Hunt L.L.C. 11/3/07 Vol. 687 Page 144
White Living Trust Petro-Hunt L.L.C. 9/25/07 Vol. 779 Page 520
Anne Louise Leeds Petro-Hunt L.L.C. 9/26/07 Vol. 779 Page 526
Helen R. Baumgertner Petro-Hunt L.L.C. 9/25/07 Vol. 779 Page 524
Estate of 1.J. Kahn Petro-Hunt L.L.C. 12/6/07 Vol. 781 Page 481
Merle B. Taylor Petro-Hunt L.L.C. 10/15/07 Vol. 779 Page 528
Fasken Foundation Petro-Hunt L.L.C. 4/18/06 Vol. 743 Page 313
Wells Fargo Bank Susan | Petro-Hunt L.L.C. 5/1/08 Vol. 791 Page 849
Fasken Hartin
Management Trust
Wells Fargo Bank Petro-Hunt L.L.C. 5/1/08 Vol. 791 Page 844
Fasken Family LP
G.R. Fasken Petro-Hunt L.L.C. 4/18/06 Vol. 791 Page 826
Steven Price Fasken Petro-Hunt L.L.C. 4/18/06 Vol. 791 Page 830
Revocable Trust
Frank Andrew Fasken Petro-Hunt L.L.C. 4/18/06 Vol. 791 Page 838

[

ie and <':j(_)rj'HCj_' \
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Exhibit B
Unit Lands
Block 58 State 42 1-H Unit

The Unit Lands are located in Reeves County, Texas
283 acres of land being all of Section 41, Block 58, PSL Survey

615 acres of land being all of Section 42, Block 58, PSL Survey
382 acres being the north 382 acres of the R.E. Montgomery Survey A-538
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® SURFACE LOCATION OF THE 42—1H ST
1137 FEL AND 805 FSL GND. ELEV.=3012'
SECTION 42, BLOCK 58, P.S.L
NAD 27 LAT.: 31.41097° LON: —103.88444"

B PENETRATION POINT
1485 FEL AND 864" FSL
SECTION 42, BLOCK 58, P.S.L
NAD 27 LAT: 31.41121° LON: —103.88500" W

O BOTTOM HOLE LOCATION
1178 FML & 445' FSL
SECTION 41, BLOCK 58, P.S.L
NAD 27 LAT: 31.41874° LON: —103.87537"

(SURFACE LOCATION COORDINATES AS STAKED.
PENETRATION POINT AND BOTTOM HOLE COORDINATES
PROVIDED BY CHESAPEAKE)

NAD 83, TEXAS CENTRAL ZONE COORDINATES (HERE POSITION) po " S e
SURFACE LOCATION: N=10494662.6", E=1189024.7", SRR Ep—

LATITUDE=31"24'40.3", LONGITUDE=~10353'03.7".

NOTE: THIS AS~DRILLED PLAT HAS BEEN PREPARED FROM A CERTIFIED SURVEY
PLAT ON FILE IN THE OFFICE OF WATSON & ASSOOATES, MIDLAND, TEXAS.

APPROXIMAYELY 7.9 MILES NORTHWEST OF TOYAM, TEXAS.
AS-DRILLED PLAT

CHESAPEAKE OPERATING INC.
BLOCK 58 STATE 42-1H ST, DRILLING UNIT
SECTIONS 41 & 42, BLOCK 58, PSL SURVEY
AND PORTIONS OF
R.E. MONTGOMERY SURVEY
REEVES COUNTY, TEXAS

|, THE UNDERSIGNED. DO HEREBY CERTIFY THAT THE SURVEY INFORMA TION
FOUND ON THIS PLAT WAS DERIVED FROM ACTUAL FIELD NOTES OF
ON=—THE-GROUND SURVEYS MADE BY ME OR UNDER MY SUPERVISION AND
IS TRUE AND CORRECT TO THE BEST OF MY KNOM.EDGE ANO BELIEF. NO
WARRANTY IS MADE OR INTENDED FOR THE LOCATION OF ANTY OR ALL
EASEMENTS THAT MAY EXIST WITHIN THE BOUNDS OF THIS SURVEY. THE
INFORMAION PRESENTED HEREON IS FOR THE PRIVATE USE OF THE PARTY
NAMED IN THE "REFERENCE PORTION™ OF THE TTLE SLOCK AND DOES NOT
CONSTITUTE A COMPLETE BOUNDARY SURVEY AS DEFINED BY THE
"PROFESSIONAL LAND SURVEYING PRACTICES ACT "

7 ]

” Fd /
\4- g L L. 8/22/08
N T CREGORY W, SHOULTS APLS 5388 ——— DATE
“7 LE: M \BLOCK 89 PSL\dwg\BLOCK 59 PSL & JO 07 corison.dwg
4 CHESAPEAKE OPERATING, INC.,
BLOCK 58 STATE 42—1H ST

SURF. LOC. 80%"' FSL & 1137' FEL, BEC. 42,

P.P. B64' FSL & 1485" FEL, SEC. 42,

B.H.L. 445°'FSL & 1778' FWL, SEC. 41,

BLOCK 58, P.S.L., REEVES COUNTY, TEXAS.

JOB NO.: W-8212-08  FIELD BOOK. DRAFT_TA REV. O

ags S
AT PROASION HERTYM MINCH RETTRITS THE AALE, RN,
OR USE 8¢ THE DESCRNGED REAL PROPERTY BECAUSE OF COLOR
aﬂBMOMNM

FILEF 4127
FILED FOR RECORD ON THE  2QTH DAY OF

DAY OF_QCTOBER
gnzvm DIANNE 0. FLOREZ, COUNTY CLERK

SEPTEMBER A.D. 2008 8§;57 A. M.
A.D. 2008 9:00 A.M.

REEVES COUNTY, TEXAS

/;Q—_?\ True and Correct
- /' 7\‘_"'\‘. _ copy ‘DI .
(, WY )2) Original filed in

\Ui==5/ Reeves County

Clerks Office
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CERTIFIED TRUE AND CORRECT COPY CERTIFICATE
STATE OF TEXAS

COUNTY OF REEVES

The above and foregoing is a full, true and correct photographic copy of the
original record now in my lawful custody and possession, as the same is
filed/recorded in the public records of my office, found in VOL. 804 .
PAGE 333 .THRU _341 .

I hegeby certified on _1 ). 03!_2,008_

DENISE G. VALDEZ



DO NOT DESTROY

Texas General Land Office
UNIT AGREEMENT MEMO

PA08-223

Unit Number 4390

Operator Name CHESAPEAKE OPERATING INC Effective Date 2/5/2009
TaxID: — Unitized For ~ Oil & Gas
Unit Name Block 58, State 42 1-H Unit Term 6 Months
Countyl Reeves Old Unit Number  Inactive Status Date
County 2 4194 2/5/2009
County 3 0

RRC District: 08 4

Unit Type: Temporary 0

State Royalty Interest: 0.097453125 0

State Part in Unit: 0.7015625
Unit Depth Well: Other
Below Depth 11987 TVD Formation:  Barnett and Woodford Shales
Above Depth 13040 TVD Participation Basis:  Surface Acreave

[1f Exclusions Apply: See Remarks]

MF Number MF104580 Tract Number p

Lease Acres 129 /  Total Unit Acres 1280 =

Tract Participation: 0.1007813 X

Lease Royalty bl = Manual Tract Participation: [ : : : : :bi See Remm'k.s'!
Tract Royalty Participation ~ 00251953 Manual Tract Royalty: o

Tract Royaly Reduction i

Tract Royalty Rare 0

Tract On-Line Date:

Thursday, November 20, 2008 PAOS‘Z 23 U n it N llmber 4390 Page I of 4



MF Number

MF107612 Tract Number <
Lease Acres 133/ Total Unit Acres 1280 =
Tract Participation: 0.1039063 N
-ase Rovalty 0.1 o Tl o S s i \
Lease Royalty = Manual Tract Participation: | G| See Rcmm-k.s'l
Tract Royalty Participation 00103906 Manual Tract Rovalty: 7o
Tract Royaly Reduction
Tract Royalty Rate 0
T'ract On-Line Date: ) lo < 2 1
/ J &3 I
MF Number MF105289 Tract Number 2
Lease Acres 124 Total Unirt Acres 1280 =
Tract Participation: 0.0096875 X
: o 0.1 e — T T !
Lease Royalt = Manual Tract Participation: | 0| See Remm‘k.\'l
Tract Royalty Participation ~ 0-0009688 Manual Tract Royalty: o
Tract Royaly Reduction
Tract Royalty Rate 0
Tract On-Line Date: N7 ¢ 1)
/
MF Number MF107733 Tract Number 4
Lease Acres 62 /  Total Unit Acres 1280 =
Tract Participation: 0.0048438 X
ase H y 0.125 =N - 5 . P e e — < I
Lease Royalty = Manual Tract Participation: | 0| See Remarlfsl
Tract Royalty Participation ~ 9-0006055 Manual Tract Royalty: |

Tract Royaly Reduction
Tract Royalty Rate 0

Tract On-Line Date:

Tuesday, November 18, 2008

PA(08-223 Unit Number 4390 Page 2 of 4



MF Number MF104778 Tract Number
Lease Acres 451/ Tetal Unit Acres 1280 =
Tract Participation: 0.3523438 X
sase Rovalty 0.125 ] e —————— i
Lease Royalt) = Manual Tract Participation: | O[ See Remm‘k.\'l
Tract Royalty Participation ~ 0-0440430 Manual Tract Royalty: o
Tract Royaly Reduction
Tract Royalty Rate
Tract On-Line Date: o7~ 1O 3
MF Number MF105285 Tract Number 6
Lease Acres 164 /  Total Unit Acres 1280 =
Tract Participation: 0.1281250 X
(¢ ) } 0.125 g _ [ S— — —; ——lp— e
Lease Royalt Manual Tract Participation: | 0| See Rcmark.\'l
Tract Royalty Participation 00160156 Mawual Tract Rovaliv: r— "
Tract Royaly Reduction
Tract Royalty Rate 0
Tract On-Line Date: = . -
O~ 108§ +#50
MF Number MF108664 Tract Number 7
Lease Acres 24 /4  Total Unit Acres 1280 =
Tract Participation: 0.0018750 X
14 3 4 A n . . e e A~ |
Lease Royalty D Manual Tract Participation: L O| See Remarkxl
Tract Royalty Participation ~ 00002344 Manual Tract Royalty: "
Tract Royaly Reduction
0

Tract Royalty Rate
Tract On-Line Date:

O1-105

Tuesday, November 18, 2008

PA08-223

Unit Number 4390

Page 3 of 4



API Number RRC Number

Remarks:

Prepared By: rr\) LD Prepared Date: ) /14 /0%
GLO Base Updated By: A GLOBase Date: /1 / Zzo / o
RAM Approval By: f)‘}(—vz\ RAM Approval Date: v/ Zé [oF
GIS By: / GIS Date:

Tuesday, November 18, 2008 PA08_2 2 3 U n it N u mber 43 90 Page 4 of 4



Pooling Committee Report

To: School Land Board

) PA08-223
Date of Board Meeting: November 18, 2008 Uit Muribat: 4390
Effective Date: 2/5/2009
Unit Expiration Date:  8/5/2009
Applicant: CHESAPEAKE EXPLORATION LLC
Attorney Rep: Clark Jobe
Operator: CHESAPEAKE OPERATING INC
County 1: Reeves
County 2:
County 3:
Unit Name: Block 58, State 42 1-H
Field Name: Toyah N.W. (Shale)
Lease MF Lease Expiration Lease Lease Lease Acres Royalty
Type Number Royalty Date Term Acres in Unit Participation
SF MF104580 0.25 1/18/2010 5 years 129 129 0.0251953
RAL MF104778 0.125  2/18/2008 3 years 615 451 0.0440430
RAL MF105285 0.125 9/1/2008 3 years 615 164 0.0160156
RAL  MF105289 0.1 2/8/2008 3 years 69 12.4 0.0009688
RAL MF107612 0.1 8/1/2008 3 years 133 133 0.0103906
RAL MF107733 0.125 11/30/2009 3 years 18.6 6.2 0.0006055
RAL MF108664 0.125 11/15/2010 3 years 24 24 0.0002344

SF = State Fee

RAL = Relinquishment Act

FR = Free Royalty UR = Unleased River

Private Acres:
State Acres:

Total Unit Acres:

Participation Basis:
e Surface Acreage
BoR State Acreage: 70.16%
1280
State Unit Royalty: 9.75%

Unit Type: UI‘Tltlzed for: Wall Location:
Temporary Qil & Gas State Land
Term: 6 Months

RRC Rules:

Spacing Acres:

Special Field Rule 1280 Acres




Pooling Agreement Number: PA08-223
REMARKS:

o Chesapeake Exploration LLC is requesting a 36-month extension of the temporary
Block 58, State 42 1-H Unit.

o On February 5, 2008, the School Land Board approved 12-month temporary oil
and gas pooling from 11,978 feet to 13,040 feet.

o The applicant completed the unit well on August 5, 2008 at a rate of 2.9
MMCFGPD.

o With approval of the unit extension the State's unit royalty will remain 9.75%.

o Approval by the School Land Board in no way ratifies the State leases included in
this unit.

POOLING COMMITTEE RECOMMENDATION:

o The Pooling Committee recommends Board approval of a 6-month extension of
the Block 58, State 42-1H Unit.

Ll Y. T S8
.2 A_. - S- 0K
e L. Palmer - Office of the Attorney General Date:
T @w—

/-5 08
Peter A. Boone - General Land Office Date:
(L/f‘wu@"ﬁq,»:@ ))- £ ©g
\—

David Zimmerman - Office of the Governor Date:
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Chesapeake Exploration L.L.C.

Block 58, State 42 1-H Unit NAD_1927_Albers

Toyah N.W. (Shale) Field Projection: Albers The Texas General Land Office

Re’c;.ves éOIIJnty False_Easting: 0.000000 makes no representations or

False_Northing: 0.000000 i i

MF104580, MF104778, MF105285, MF105289  Ceara, Msndian -100.000000 bobhoserso bty b oot
Standard_Parallel_1: 28.000000 . pleteness o the information
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November 18, 2008




FIRST AMENDMENT OF TERM POOLING AGREEMENT
PETRO-HUNT, L.L.C.
BLOCK 58, STATE 42 1-H UNIT
REEVES COUNTY, TEXAS

WHEREAS, on February 5, 2008, the Block 58, State 42 1-H Unit was presented to and approved by the School Land Board of the
State of Texas pursuant to the provisions of Subchapter E, Chapter 52, of the Texas Natural Resources Code; and

WHEREAS, pursuant to such approval Petro-Hunt, L.L.C. et al. and the Commissioner of the General Land Office of the State of
Texas entered into that certain Term Pooling Agreement ("Agreement") to pool certain State lands into the Block 58, State 42 1-H Unit, covering
1,280 acres of land in Reeves County, Texas, as more particularly described in said Agreement on file in the Archives and Records of the Texas
General Land Office at Austin, Texas, in Mineral File No. M-104580; and

WHEREAS, Chesapeake Exploration, L.L.C. is the current operator of the Block 58, State 42 1-H Unit; and

WHEREAS, said Agreement was executed by the parties thereto subject to the provision that it would expire on February 5, 2009;
and

WHEREAS, on November 18, 2008, Chesapeake Exploration, L.L.C. made application and the School Land Board approved its
application to extend the term of said Agreement so that the Agreement will now expire on August 5, 2009; and

WHEREAS, the Commissioner of the General Land Office finds that amending said Agreement as approved by the School Land
Board is in the best interest of the State of Texas:

NOW THEREFORE, in consideration of the premises and of the mutual agreements contained in said Agreement, it is agreed that
said Agreement is amended as to Paragraph 9 thereof by deleting said paragraph in its entirety and substituting the following paragraph therefor:

"TERM: 9.

Unless this Agreement expires earlier pursuant to the terms of the respective leases included as a part of this Agreement, or
on such other date approved by the School Land Board and mutually agreed to by the undersigned parties, their successors
or assigns, this Agreement shall expire on August 5, 2009. Nothing herein shall amend or modify Section 52.031 of the
Natural Resources Code, or any of the provisions thereof, which are contained in any State lease covered by this
Agreement.”

Nothing in this Amendment, nor the approval of this Amendment by the School Land Board, nor the execution of this Amendment by
the Commissioner shall: (1) operate as a ratification or revivor of any State lease that has expired, terminated, or has been released in whole or in
part or terminated under the terms of such State lease or the laws applicable thereto; (2) constitute a waiver or release of any claim for money,
oil, gas or other hydrocarbons, or other thing due to the State by reason of the existence or failure of such lease; (3) constitute a waiver or release
of any claim by the State that such lease is void or voidable for any reason, including, without limitation, violations of the laws of the State with
respect to such lease or failure of consideration; or (4) constitute a confirmation or recognition of any boundary or acreage of any tract or parcel
of land in which the State has or claims an interest; or (5) constitute a ratification of, or a waiver or release of any claim by the State with respect
to any violation of a statute, regulation, or any of the common laws of this State, or any breach of any contract, duty, or other obligation owed to
the State.

This First Amendment of Term Pooling Agreement may be executed in counterparts and, if so executed, shall be valid, binding and
have the same effect as if all the parties hereto actually joined in and executed one and the same document. For recording purposes and in the
event counterparts of this First Amendment of Term Pooling Agreement are executed, the executed pages, together with the pages necessary to
show acknowledgments, may be combined with the other pages of this First Amendment of Term Pooling Agreement so as to form what shall be
deemed and treated as a single original instrument showing execution by all parties hereto.

IN WITNESS WHEREOF, the parties hereto have executed this First Amendment of Term Pooling Agreement upon the respective
dates indicated below byt to be effective as of February 3, 2009, for purposes of extending the Agreement.

STATE OF TEXAS

Date Executed

Legal
Content

Geology Ly

Executive ﬂ: %




Date Executed 1 a J F J (4] 8 CHESAPEAKE EXPLORATION, L.L.C.

By:

£
Henry J, Hood 7 N

Senior Vice President — Land and Legal &
Its: _ General Counsel of Chesapeake Exploration,

L.L.C., an Oklahoma limited liability company

?M

CERTIFICATE

I, Stephanie Crenshaw, Secretary of the School Land Board of the State of Texas, do hereby certify that at a meeting of the School Land Board
duly held on November 18, 2008, the foregoing instrument was presented to and approved by said Board under the provisions of Subchapter E,
Chapter 52, of the Natural Resources Code, all of which is set &h in the Minutgshpf the Board of which I am custodian.

%
IN TESTIMONY WHEREOF, witness my hand this E i day of

Secretary off the School Land Board

STATE OF OKLAHOMA

COUNTY OF OKLAHOMA

This instrument was acknowledged before me on_ Lecesnbec 3'1 , 2008, by Henry J. Hood

as __ Senior Vice President — Land and Legal &
General Counsel of Chesapeake Exploration,

of Chesapeake Exploration, L.L.C., on behalf of said limited liability company.

’ )

Notary Publi d for the State of Oklahoma

My Commission Expircs:_um i,

-~ \5\5 C. J"S'V ",
Commission Number: D 800 o0 S 7} ,\Q- \.\OTAI?}- .1’-4/

# 08006057 &
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‘ CHESAPEAKE OPERATING, INC{I,R{)/. BOX 18496 OKLAHOMA CITY, OK 73154
LEASE OBLIGATION DEPOSIT RECEIPT 09006 559

WE HAVE THIS DAY  DECEMBER 5. 2008 TENDERED TO
COMMISSIONER OF THE GENERAL LAND
THE SUM OF $3.225.00 DOLLARS FOR THE CREDIT OF PARTY OR PARTIES NAMED BELOW

IN AMOUNT STATED PURSUANT TO THE TERMS OF THE LEASE IDENTIFIED HEREIN, FOR THE PERIOD FROM
1n8200s TO 111812010 COVERING LESSOR'S INTEREST IN LAND DESCRIBED AS:

Survey: PUBLIC SCHOOL LAND Block/Suffix: 58 Section: 41  Short Desc: W2 OF SEC 41, BLK 58, PSLS

'AYMENT RENTAL

EASE NUMBER TX0011480-000 LEASE DATE:  1/18/2005 PROSPECT:  BALMORHEA
{ECORDED: BOOK 703 PAGE 289 ENTRY NUMBER: 2349 COUNTY/PARISH grgepves STATE  1x
'OR CREDIT OF: AMOUNG essses
017397 COMMISSIONER OF THE GENERAL LAND o ‘e
OFFICE OF THE STATE OF TEXAS Acct 3.225.00
STEPHEN F. AUSTIN BUILDING $25/AC RENTAL FOR 3RD & 4TH ANNIVERSARY
1700 NORTH CONGRESS, SUITE 600 tesese
AUSTIN, TX 78701 .
LR ] . . 2
e @
( aee e
L
r 1 LR LR ]
i o \ ee o
3 . e
s ¢ e o
i ' N-lo4 580
IMPORTANT "
he attached check is for the person(s) named above. Please date, sign . BANK SERVICE i
nd return the attached receipts on the day you receive it. If directed to Date Received CHARGE $
bank, please deposit the amount to the credit fo the person(s) named i 0.00
bove and date, sign and return the receipt on the day you receive it. If Sign Here Grand Total
orrespondence required, please make reference to lease number. 3,225.00
B Check No.
y - 39639
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TEXAS GENERAL LAND OFFICE

JERRY PATTERSON, COMMISSIONER

March 11, 2009

Chesapeake Operating Inc.
PO Box 18496

Oklahoma City, OK 73154

Re: State Lease MF105285. MF104580, MF104778 - Please refer to this lease number with all
correspondence
Block 58 State 1H ST
61921

The General Land Office has received and filed the division order submitted for the above-referenced state
lease. Please be advised that the payment of royalties attributable to state-owned mineral interests is set by
statute. As the execution of division orders may, in some cases, affect the manner in which such payments are
paid or calculated, it is the policy of this office not to execute them.

Subject to applicable state law and the state’s right to take its production in-kind, the General Land Office
acquiesces to the sale of oil and gas under the terms and conditions set out in the oil and gas lease. If you
should have questions concerning this matter, please feel free to call me at (512) 463-6521.

Sincerely,
Beverly Boyd, Lease Analyst *d [645& O
Mineral Leasing Division /o 497 g

/052,3‘5/

Stephen F. Austin Building * 1700 North Congress Avenue * Austin, Texas 78701-1495
Post Office Box 12873 « Austin, Texas 78711-2873
512-463-5001 * 800-998-4GLO

www.glo.state.tx.us



DIVISION ORDER

a2 @
TO: CHESAPEAKE OPERATING, INC., PAYOR PROPERTY NO: 619121
P.O. BOX 18496 EFFECTIVE: 8/5/2008
OKLAHOMA CITY, OK 73154 PREPARED BY: ANITA ROBINSON

DATE PREPARED:  12/9/2008

PRODUCT/ZONE: OIL & GAS

This agreement is made and entered into on December 9, 2008.

The undersigned severally and not jointly certifies it is the legal owner of the interest set out below of all the oil, gas and related liquid hydrocarbons produced
from the property described below:

OPERATOR CHESAPEAKE OPERATING, INC. OWNERNO: 646157 INTTYPE: 5§ (1=WI 2=R|, 3=0RI)
PROPERTY: BLOCK 58 STATE 42 1H ST OWNER: STATE OF TEXAS
LEGAL DESCRIPTION:  SEC 41842, BLK 58, PSL SUR,& RE UNITACRES:  1280.000000 _

MONTGOMERY SUR A-538 ‘ ¢ o 9 Hﬁ

uw-
REEVES COUNTY, TX COMMENTS N/A
BPO BPO BPO APO1 APO1 APO1 APO2 APO2 APO2
Status Net Ac Lse NRI/RI Unit Int. Net Ac Lse NRIRI Unit Int. Net Ac Lse NRIRI Unit Int.
SM 0.000000  0.10000000 0.01135938 | 0.000000  0.10000000  0.01135938 N/A N/A N/A

DIVISION OF INTEREST

THIS AGREEMENT DOES NOT AMEND ANY LEASE OR OPERATING AGREEMENT BETWEEN THE INTEREST OWNERS AND THE LESSEE OR
OPERATOR OR ANY OTHER CONTRACTS FOR THE PURCHASE OF OIL OR GAS.

The following provisions apply to each interest owner ("Owner”) who executes this agreement:

TERMS OF SALE: The undersigned will be paid in accordance with the division of interest set out above. The payor shall pay all parties at the price agreed
to by the operator for oil and gas to be sold pursuant to this division order. Purchaser shall compute quantity and make corrections for gravity and
temperature and make deductions for impurities in the oil.

PAYMENT: From the effective date, payment is to be made monthly by payor's check, based on this division of interest, for oil runs within 60 days after the
end of the month of production and for gas within 90 days after the end of the month of production from the property listed above, less taxes required by law
to be deducted and remitted by payor as purchaser. Payments of less than $100.00 may be accrued before disbursement until the total amount equals
$100.00, or until July 31st of each year, whichever occurs first. However, the Payor may hold accumulated proceeds of less than $10.00 until production
ceases, or the Payor's responsibility for making payment for production ceases, whichever occurs first. Payee agrees to refund to payor any amounts
attributable to an interest or part of an interest that payee does not own.

INDEMNITY: The owner agrees to indemnify and hold payor harmless from all liability resulting from payments made to the owner in accordance with such
division of interest, including but not limited to attorney fees or judgments in connection with any suit that affects the owner's interest to which payor is made

a party.

DISPUTE; WITHHOLDING OF FUNDS: |If a suit is filed that affects the interest of the owner, written notice shall be given to payor by the owner together
with a copy of the complaint or petition filed. In the event of a claim or dispute that affects title to the division of interest credited herein, payor is authorized to
withhold payments accruing to such interest, without interest unless otherwise required by applicable statute, until the claim or dispute is settled.

TERMINATION: Termination of this agreement is effective on the first day of the month that begins after the 30th day after the date written notice of
termination is received by either party.

NOTICES: The owner agrees to notify payor in writing of any change in the division of interest, including changes of interest contingent on payment of

money or expiration of time. No change of interest is binding on payor until the recorded copy of the instrument of change or documents satisfactorily

evidencing such change are funished to payor at the time the change occurs. Any change of interest shall be made effective on the first day of the month

» e fOllowing receipt of such notice by payor. Any correspondence regarding this agreement shall be furnished to the addresses listed unless otherwise advised

® . "o Dy either party. In addition to the legal rights provided by the terms and provisions of this division order, an owner may have certain statutory rights under the
laws of this state.

2w SIGNATURE OF SOCIAL SECURITY/

L WITNESS INTEREST OWNER TAX I.D. NO. REVENUE ADDRESS
atsse

L]

.
ae
-

. .
(L XL R

* CORRESPONDENCE ADDRESS

WORK PHONE NUMBER: HOME PHONE NUMBER: FAX NUMBER:
( ) ( ) ( )

Failure to furnish your Social Security/Tax I.D. number will result in withholding tax in accordance with federal law, and any tax withheld will not
be refundable by payor.

THIS COPY CAN BE RETAINED FOR YOUR RECORDS

FADQ-DEPT\FORMS\DIVISIONORDER.DOC REVISED: OCT 10, 2006

OWNER NO:646157



DIVISION ORDER

TO: CHESAPEAKE OPERATING, INC., PAYOR PROPERTY NO: 619121
P.O. BOX 18496 EFFECTIVE: 8/5/2008
OKLAHOMA CITY, OK 73154 PREPARED BY: ANITA ROBINSON

DATE PREPARED:  12/9/2008

PRODUCT/ZONE: OIL & GAS

This agreement is made and entered into on December 9, 2008.

The undersigned severally and not jointly certifies it is the legal owner of the interest set out below of all the oil, gas and related liquid hydrocarbons produced
from the property described below:

sese

OPERATOR CHESAPEAKE OPERATING, INC. OWNER NO: 646157 INTTYPE: 5 (1=WI, 2=RI, 3=0RI)
PROPERTY: BLOCK 58 STATE 42 1H ST OWNER: STATE OF TEXAS s
mEIo- 580
LEGAL DESCRIPTION:  SEC 41&42, BLK 58, PSL SUR,& RE UNIT ACRES: 1280.000000 e
MONTGOMERY SUR A-538 ; ) G L%
e W1
REEVES COUNTY, TX COMMENTS N/A A [
—TACT
BPO BPO BPO APO1 APO1 APO1 APO2 APO2 APO2
Status Net Ac Lse NRIRI Unit Int. Net Ac Lse NRURI Unit Int. Net Ac Lse NRI/RI Unit Int.
SM 129.000000  0.25000000  0.02519531 | 129.000000  0.25000000  0.02519531 N/A N/A N/A
g <
DIVISION OF INTEREST SO (o 2

THIS AGREEMENT DOES NOT AMEND ANY LEASE OR OPERATING AGREEMENT BETWEEN THE INTEREST OWNERS AND THE LESSEE OR
OPERATOR OR ANY OTHER CONTRACTS FOR THE PURCHASE OF OIL OR GAS.

The following provisions apply to each interest owner ("Owner”) who executes this agreement:

TERMS OF SALE: The undersigned will be paid in accordance with the division of interest set out above. The payor shall pay all parties at the price agreed
to by the operator for oil and gas to be sold pursuant to this division order. Purchaser shall compute quantity and make corrections for gravity and
temperature and make deductions for impurities in the oil.

PAYMENT: From the effective date, payment is to be made monthly by payor's check, based on this division of interest, for oil runs within 60 days after the
end of the month of production and for gas within S0 days after the end of the month of production from the property listed above, less taxes required by law
to be deducted and remitted by payor as purchaser. Payments of less than $100.00 may be accrued before disbursement until the total amount equals
$100.00, or until July 31st of each year, whichever occurs first. However, the Payor may hold accumulated proceeds of less than $10.00 until production
ceases, or the Payor's responsibility for making payment for production ceases, whichever occurs first. Payee agrees to refund to payor any amounts
attributable to an interest or part of an interest that payee does not own.

INDEMNITY: The owner agrees to indemnify and hold payor harmless from all liability resulting from payments made to the owner in accordance with such
division of interest, including but not limited to attorney fees or judgments in connection with any suit that affects the owner's interest to which payor is made

a party.

DISPUTE; WITHHOLDING OF FUNDS: |If a suit is filed that affects the interest of the owner, written notice shall be given to payor by the owner together
with a copy of the complaint or petition filed. In the event of a claim or dispute that affects title to the division of interest credited herein, payor is authorized to
withhold payments accruing to such interest, without interest unless otherwise required by applicable statute, until the claim or dispute is settled.

TERMINATION: Termination of this agreement is effective on the first day of the month that begins after the 30th day after the date written notice of
termination is received by either party.

NOTICES: The owner agrees to notify payor in writing of any change in the division of interest, including changes of interest contingent on payment of
money or expiration of time. No change of interest is binding on payor until the recorded copy of the instrument of change or documents satisfactorily
evidencing such change are furnished to payor at the time the change occurs. Any change of interest shall be made effective on the first day of the month
following receipt of such notice by payor. Any correspondence regarding this agreement shall be furnished to the addresses listed unless otherwise advised
sy either party. In addition to the legal rights provided by the terms and provisions of this division order, an owner may have certain statutory rights under the
laws of this state.

L]

SIGNATURE OF SOCIAL SECURITY/
WITNESS INTEREST OWNER TAX 1.D. NO. REVENUE ADDRESS

CORRESPONDENCE ADDRESS

P e T T e e e S ¥ AR
WORK PHONE NUMBER: HOME PHONE NUMBER: FAX NUMBER:
( ) ( ) ( )

Failure to furnish your Social Security/Tax I.D. number will result in withholding tax in accordance with federal law, and any tax withheld will not
be refundable by payor.

PLEASE RETURN THIS COPY

FADO-DEPT\FORMS\DIVISIONORDER DOC REVISED: ©CT 10, 2006

OWNER NO:646157




DIVISION ORDER

TO: CHESAPEAKE OPERATING, INC., PAYOR PROPERTY NO: 619121
P.O. BOX 18496 EFFECTIVE: 8/5/2008
OKLAHOMA CITY, OK 73154 PREPARED BY: ANITA ROBINSON

DATE PREPARED:  12/9/2008

PRODUCT/ZONE: OIL & GAS

This agreement is made and entered into on December 9, 2008.

The undersigned severally and not jointly certifies it is the legal owner of the interest set out below of all the oil, gas and related liquid hydrocarbons produced
from the property described below:

OPERATOR CHESAPEAKE OPERATING, INC. OWNER NO: 646157 INTTYPE: 5 (1=W, 2=Rl, 3=0Rl)
PROPERTY: BLOCK 58 STATE 42 1H ST OWNER: STATE OF TEXAS
LEGAL DESCRIPTION:  SEC 418&42, BLK 58, PSL SUR,& RE UNIT ACRES: 1280.000000

MONTGOMERY SUR A-538

REEVES COUNTY, TX COMMENTS N/A

BPO BPO BPO APO1 APO1 APO1 APO2 APO2 APO2
Status Net Ac Lse NRI/RI Unit Int. Net Ac Lse NRI/RI Unit Int. Net Ac Lse NRI/RI Unit Int.
SM 0.000000 0.12500000  0.06089844 0.000000 0.12500000  0.06089844 N/A N/A N/A

DIVISION OF INTEREST

THIS AGREEMENT DOES NOT AMEND ANY LEASE OR OPERATING AGREEMENT BETWEEN THE INTEREST OWNERS AND THE LESSEE OR
OPERATOR OR ANY OTHER CONTRACTS FOR THE PURCHASE OF OIL OR GAS.

The following provisions apply to each interest owner ("Owner") who executes this agreement:

TERMS OF SALE: The undersigned will be paid in accordance with the division of interest set out above. The payor shall pay all parties at the price agreed
to by the operator for oil and gas to be sold pursuant to this division order. Purchaser shall compute quantity and make corrections for gravity and
temperature and make deductions for impurities in the oil.

PAYMENT: From the effective date, payment is to be made monthly by payor's check, based on this division of interest, for oil runs within 60 days after the
end of the month of production and for gas within 90 days after the end of the month of production from the property listed above, less taxes required by law
to be deducted and remitted by payor as purchaser. Payments of less than $100.00 may be accrued before disbursement until the total amount equals
$100.00, or until July 31st of each year, whichever occurs first. However, the Payor may hold accumulated proceeds of less than $10.00 until production
ceases, or the Payor's responsibility for making payment for production ceases, whichever occurs first. Payee agrees to refund to payor any amounts
attributable to an interest or part of an interest that payee does not own.

INDEMNITY: The owner agrees to indemnify and hold payor harmless from all liability resulting from payments made to the owner in accordance with such
division of interest, including but not limited to attorney fees or judgments in connection with any suit that affects the owner’s interest to which payor is made

a party.

DISPUTE; WITHHOLDING OF FUNDS: If a suit is filed that affects the interest of the owner, written notice shall be given to payor by the owner together
with a copy of the complaint or petition filed. In the event of a claim or dispute that affects title to the division of interest credited herein, payor is authorized to
withhold payments accruing to such interest, without interest unless otherwise required by applicable statute, until the claim or dispute is settled.

TERMINATION: Termination of this agreement is effective on the first day of the month that begins after the 30th day after the date written notice of
termination is received by either party.

NOTICES: The owner agrees to notify payor in writing of any change in the division of interest, including changes of interest contingent on payment of
money or expiration of time. No change of interest is binding on payor until the recorded copy of the instrument of change or documents satisfactorily
evidencing such change are furnished to payor at the time the change occurs. Any change of interest shall be made effective on the first day of the month

o o " * Jollowing receipt of such notice by payor. Any correspondence regarding this agreement shall be furnished to the addresses listed unless otherwise advised
e ee by either party. In addition to the legal rights provided by the terms and provisions of this division order, an owner may have certain statutory rights under the

.Iaws of this state.

SIGNATURE OF SOCIAL SECURITY/
WITNESS INTEREST OWNER TAX I.D. NO. REVENUE ADDRESS

CORRESPONDENCE ADDRESS

S e e

WORK PHONE NUMBER: HOME PHONE NUMBER: FAX NUMBER:
( ) ( ) ( )

Failure to furnish your Social Security/Tax I.D. number will result in withholding tax in accordance with federal law, and any tax withheld will not
be refundable by payor.

THIS COPY CAN BE RETAINED FOR YOUR RECORDS

FADO-DEPT\FORMS\DIVISIONORDER.DOC REVISED: OCT 10, 2006

OWNER NO:646157
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McELROY, SULLIVAN & MILLER, L.L.P.
Attorneys at Law

MAILING ADDRESS 1201 SPYGLASS DRIVE TELEPHONE
SUITE 200 (512)327-8111
P.O. BOX 12127
AUSTIN, TX 7874 )
AUSTIN, TX 78711 A & FAX

(512) 327-6566
March 19, 2009

Mr. J. Daryl Morgan, CPL

Energy Resources Division

Texas General Land Office

Stephen F. Austin Building, 8" Floor

1700 No. Congress Avenue

Austin, Texas 78701-1495 3 L{__}q )

M- 104550
Re:  Term Pooling Agreement with Chesapeake Exploration, L.L.C. for the
Block 58, State 42 #1H Unit, Reeves County, Texas

Dear Mr. Morgan:

Enclosed for your records is a copy of the First Amendment of the Term Pooling
Agreement for the Block 58, State 42 #1H Unit that has been recorded in Book 815, of the
records of Reeves County, beginning on page 166.

Thank you for your assistance with this matter.

Sincerely.

~ J

¥ |
et SO

Clark Jobe

Enclosure



.
-, ~ ¥

Book S15 pet 166

FILE # 621

FIRST AMENDMENT OF TERM POOLING AGREEMENT
PETRO-HUNT, L.L.C.
BLOCK 58, STATE 42 1-H UNIT
REEVES COUNTY, TEXAS

WHEREAS, on February 5, 2008, the Block $8, State 42 1-H Unit was presented to and approved by the School Land Board of the
State of Texas pursuant to the provisions of Subchapter E, Chapter 52, of the Texas Natural Resources Code; and

WHEREAS, pursuant to such approval Petro-Hunt, L.L.C. et al. and the Comnussioner of the General Land Office of the State of
Texas entered into that certain Term Pooling Agreement ("Agreement”) to pool certain State lands into the Block S8, State 42 1-H Unit, covenng
1,280 acres of land in Reeves County, Texas, as more particularly described in said Agreement on [ile in the Archives and Records of the Texas
General Land Office at Austin, Texas, in Mineral File No. M-104380, and

WHEREAS, Chesapeake Exploration, L.L.C. 1s the current operator of the Block 58, State 42 1-H Unut, and

WHEREAS, said Agreement was execuled by the parties thereto subject to the provision that it would expire on February §, 2009,
and

WHEREAS, on N ber 18, 2008, Ch ke Expl . LLC made application and the School Land Board approved its

i P

application to extend the term of said Agreement so that the Agreement will now expire on August $, 2009; and

WHEREAS, the Commussioner of the General Land Office finds that amending said Agreement as approved by the School Land
Board is in the best interest of the State of Texas:

NOW THEREFORE, in deration of the p and of the mutual ag d m sad Ag , 1t 15 agreed that
said Agreement is amended as 1o Paragraph 9 thereof by deleting said paragraph in 1ts entirety and substituting the following paragraph therefor

"TERM: 9

Unless this Agreement expires carlier pursuant to the terms of the respective leases included as a part of this Agreement, or
on such other date approved by the Schoal Land Board and mutually agreed to by the undersigned parties, their successors
or assigns, this Agreement shall expire on August 5, 2009, Nothing herein shall amend or modify Section 52.031 of the
Natural Resources Code, or any of the provisions thereof, which are contaned in any Stale lease covered by this

Agreement.”

Nothing in this Amendment, nor the approval of this Amendment by the School Land Board, nor the ¢ of this Amend by
the Commussioner shall: (1) operate as a ratification or revivor of any State lease that has expired, terminated, or has been reicased in whole or in
part or lerminated under the terms of such State lease or the laws applicable thereto, (2) constitute @ waiver or release of any claim for maney,
oil, gas or other hydrocarbons, or other thing due to the State by reason of the existence or failure of such lease; (3) constitute a waiver or release
of any ¢claim by the State that such lease is void or voidable for any reason, including, without limitation, violations of the laws of the State with
respect 1o such lease or failure of J cor (4) a confi or g of any boundary or acreage of any tract or parcei
of land in which the State has or claims an interest; or (5) constitute a ratification of, or a waiver or release of any clamm by the State wath respect
to any violation of a statute, regulation, or any of the common laws of this State, or any breach of any contract, duty, or other obligation owed 1o
the State.

This First Amendment of Term Pooling Agr may be d in pars and, if so executed, shall be valid, binding and
have the same effect as i all the parties hereto actually joined in and exccuted one and the same document. For recording purposes and in the
event counterparts of this First Amendment of Term Pooling Agreement are d, the d pages, her with the pages necessary 10
show acknowledgr may be ined with the other pages of this First Amendment of Term Pooling Agreement so as to form what shall be
deemed and treated as a single onginal h ge ton by all parties hereto

IN WITNESS WHEREOF, the parties hercto have exccuted this First Amendment of Term Pooling Agreement upon the respective

dates indicated below butgo be effective as of February 5, 2009, for purposes of extending the Agreement
Date Executed o, STATE OF TEXAS

2"

Legal y: \
Content Jerry §. Patterson, Commissioner |
Geology Genehl Land Oﬂ'l}e = .

Executive 2
S ’/ : =
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- BOOK 815 page !

Date Exccuted _| g I :3 I QS CHESAPEAKE EXPLORATION, LI.C.

o
__Henry .. Hood Ko
Senior Vice President - Land and Legal & -

Its: _ General Counsel of Chesapeake Exploration @
L.L.C., an Oklahoma limited liability company

777

By:

CERTIEICATE

I, Stephanie Crenshaw, Sccretary of the School Land Board of the State of Texas, do hereby certify that ata meeting of the School Land Board
duly held on November 18, 2008, the foregoing instrument was presented to and approved by said Board under the provisions of Subchapter E,

Chapter 52, of the Natural Resources Code, all of which is set fogth in the anxﬁo’fm: Board of which | am custodian,
, 200 i

) =~ dayof 1.

IN TESTIMONY WHEREOF, witness my hand this

STATE OF OKLAHOMA

COUNTY OF OKLAHOMA

This instrument was acknowledged before ine on Mbgr 5‘:& , 2008, by Hengy J. Hood

as__ Senior Vice President ~ Land and Legal & _of Chesapeake Exploration, L.1.C., on behalf of said limited liability company.

General Counsel of Chesapeaka Exploration,
P

Notary Public in@]ﬂr the State of Oklshorma

My Commission Expires: Lo l?_,_s ha \\“‘"""““'”’u
Commission Number: 0§ 00l 05 71 §\‘Q\;\‘\i"%_‘f§\4’ ’:’f,,,,
SEROMRNGY,
S [ #080060S57 E
2 i
5 B R0 S
I”lf Of O\‘\*v:\\‘\\
e
ot PHVISION SEYEDN WMICH KETRIETS THE SHE, FENTAL,
O USE BF THE DEMGMBED REAL PROPERTY BECAUSE OF COLDR
DR RACE IS 1yl I AN INEAENAEE ARSI INDER FEDERN
FILEF 621 F=)
FILED FOR RECORD oN THE L9TH pay oF FEBRUARY A.D. 2009 11:04 A

pay or FEBRUARY A.p. 2009 9:00 A

DULY RECORDED -o%
BE: U]‘ 'W\_ , DEPUTY DIANNE 0. FLOREZ, COUNTY CLERK

REEVES COUNTY, TEXAS
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Texas General Land Office
UNIT AGREEMENT MEMO

Unit Number

PA09-125
4554

Operator Name CHESAPEAKE OPERATING INC Effective Date 8/5/2009
Customer ID C000025243 Unitized For  Oil & Gas
Unit Name Block 58 State 42 1-H Unit Term 0 Months

C(mntyl Reeves Old Unit Number  Inactive Status Date

County 2
County 3

RRC District: 08

Unit Type: Permanent

State Royalty Interest:
State Part in Unit:
Unit Depth All
Below Depth

Above Depth

4194 2/5/2009
4390 8/5/2009
0
0

/]
0.102356631

0.662607
Well: Other
0 Formation: Penn. Barnett and Woodford Shales

0 Participation Basis:  See Remarks

[1f Exclusions Apply: See Remarks|

MF Number
Lease Acres
Tract Participation:

Lease Royalty

Tract Royalty Participation

MF104580 Tract Number 1
998 /  Total Unit Acres 513 =
0.16268767 Y

0.25 T T "0 16268767
= Manual Tract Participation: | © 1625375_’] See Remurk.s'l

0.040671917
Manual Tract Royalty: 1 _ YY1/

Tract Royaly Reduction
Tract Royalty Rate
Tract On-Line Date:

Thursday, March 11, 2010

Page I of 2

PA09-125 Unit Number 4554



MF Number MF104778 Tract Number 2
Lease Acres 190.887 /  Total Unit Acres 513 =
Tract Participation: 0.36188399 X
Lease Royalty 0158 ninati [ 0.36188399 -
: yai) = Manual Tract Participation: | _ToPSO98 See Remarks
Tract Royalty Participation ~ 0.045235498 Manual Tract Royalty: [~ 0.045235498|
Tract Royaly Reduction
Tract Royalty Rate 0
Tract On-Line Date:
MF Number MF105285 — ch Tract Number 3
Lease Acres 69.413  /  Total Unit Acres 513 =
Tract Participation: 0.13803534 X
B o g i s L I
Lease Royalty GTRE Manual Tract Participation: | 9'138035341 See Remrlrk.vl
» ’ ) icl [ 018449216 000 e e e e,
Tract Royalty Participation ~ 0016449 Manual Tract Royalty: [ 0.016449216|
Tract Royaly Reduction
0

Tract Royalty Rate
Tract On-Line Date:

API Number RRC Number

4238932497

244453

Remarks:

Applicant did not approve the unit. Unit # for accounting purposes only. Royalty payments will be based on length of
horizontal borehole under each lease on well 42-389-32497/RRC ID # 244453.

Prepared By:

GLO Base Updated By:

RAM Approval By:
GIS By:

Thursday, March 11, 2010

Q ECO Prepared Date: 03 /11 /300
.z ”:}H' GLOBase Date: 2 )|/ O
2 V. RAM Approval Date: E —/ [ -2°1D
4 GIS Date:

PA09-125 Unit Number 4554 Page 2iaf 2



To:

Date of Board Meeting:

Effective Date:
Unit Expiration Date:
Applicant:

Attorney Rep:

Pooling Committee Report

School Land Board

July 14, 2009

8/5/2009

Permanent

CHESAPEAKE EXPLORATION LLC

Clark Jobe

Operator: CHESAPEAKE OPERATING INC
County 1: Reeves

County 2:

County 3:

Unit Name: Block 58 State 42 1-H

Field Name: Toyah N.W. (Shale)

Lease MF Lease Expiration Lease Lease
Type Number Royalty Date Term Acres
SF MF104580 0.25 1/18/2010 5 years

RAL  MF104778 0.125  2/18/2008 3 years

RAL  MF105285 0.1192 9/1/2008 3 years

SF = State Fee

RAL = Relinquishment Act

129
615
615

FR = Free Royalty

PA09-125
Unit Number: 4554
Lease Acres Royalty
in Unit Participation
99.8 0.040671917
190.887 0.045235498
69.413 0.016449216

UR = Unleased River

Private Acres:
State Acres:

Total Unit Acres:

Participation Basis:

15219 Surface Acreage

36501'; State Acreage: 70.19%
State Unit Royalty: 10.24%

Unit Type: Uﬂltized for: Well Location:
Permanent Qil & Gas State Land
Term: 0 Months

Spacing Acres:
640 Acres

RRC Rules:
Special Field Rule




File No. MF/0¢580 «/S;
4+ 4

Date Filed: o P 4 L

Jerry E. Patterﬁn, Commissioner
By




MEMO TO FILE MF 104778, 105285 & 104580
Date: September 28, 2010

From: Harriet Dunne

Re: Status of leases - Unit 4554

MF104778:
MF 104778 A lease covers lands in Sec 39, 40, & 42, Blk 58, PSL in Reeves Co TX.

MF 104778B-J cover only lands in Sec 42, Blk 58, PSL.

The A lease participates in the Block 58 State 42 1-H Well, API 389+32497, RRC
#244453, Dist 08.

MF 104778 B & E leases are exactly the same lease recorded twice in Reeves Co. The
rentals were paid under the E lease. Both those leases have expired. B — D leases are
also expired.

Leases F & J expired in April 2010. It is possible those leases covered the same interest.
The file is not clear about that.

Leases G-H-I are renewals of leases C-D-E and rentals are paid through 10-21-11.
Primary term expires 10-21-12.

Lease 104778A lease plus MF105285 and MF104580 are included in Unit 4554 for
accounting purposes only. Chesapeake, operator of the well on this property, did not
agree to extend the unit agreement 4390. Therefore, the Unit 4554 is in existence solely
for the purposes of accounting for the royalty among the three subject leases. The three
leases share in the revenue from the above mentioned well based on the length of the
horizontal borehole under each lease.
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Ll L L Gl ke
//’/ /ﬂ/ LAT: J!"uan l" 7 I B%b;‘l
%— 51300 ACRES (CALL) Lo 10387837 | é‘;,’]
“ o keesereA—————
2\ A=3155 y } nrr/ !? —'% e i
7\ SECTION 42 7 v
37 7, BLOCK 58 L}/ ¢
2 S s
PeEfpATON PomT 7| RE. Moumsg‘r SURVEY
B s i T3 W
LON; ,;muw S—32' s e / /
ﬁcﬁﬁf__ .“—--'a'::-: My—m
{/" 7,—1.' LON, -SID‘JMMA
48 43 LATERAL TOTAL LENGTH BETWEEN o 45
PENETRATION POINT AND BOTTOM HOLE = 4063
SECTION 42 =2005
R.E MONTGOMERY SUR = 1397"
SECTION 41 = 661" ,\\l% g
® SURFACE LOCATION OF THE 42—1H ST QO O? @
7137 FEL AND 805 FSL GND. ELEV.=3012" o« %'L%
SECTION 42, BLOCK 58, P.S.L. N
NAD 27 LAT: 31.41097° LON- —103.88444° \\Q\l 05(;). <+
& PENETRATION POINT
1485' FEL AND 864" FSL P*\}g“

SECTION 42, BLOCK 58, P.S.L.
NAD 27 LAT: 31.41121° LON: —103.88500*

O BOTTOM HOLE LOCATION
1178' FWL & 445' FSL
SECTION 41, BLOCK 58, P.S.L.
NAD 27 LAT: 31.41874° LON: -103.87537"

(SURFACE LOCATION COORDINATES AS STAKED.

PENETRATION POINT AND BOTTOM HOLE COORDINATES S
PROVIDED BY CHESAPEAKE)

NAD 83, TEXAS CENTRAL ZONE COORDINATES (HERE POSITION) i i o kG
SURFACE LOCATION: N=10494662.6', E=1189024.7', o ————
LATITUDE=31"24"40.3", LONGITUDE=—103"53'03.7". S

NOTE:  THIS AS-DRILLED PLAT HAS BEEN PREPARED FROM A CERTIFIED SURVEY
PLAT ON FILE IN THE OFFICE OF WATSON PROFESSIONAL GROUP INC,

A

APPROXIMAYELY 7.9 MILES NORTHWEST OF TOYAH, TEXAS.

AS—DRILLED PLAT
CHESAPEAKE OPERATING INC.
BLOCK 58 STATE 42—1H ST, DRILLING UNIT
SECTIONS 41 & 42, BLOCK 58, PSL SURVEY
AND PORTIONS OF
“oF S R.E. MONTGOMERY SURVEY
A Al ks REEVES COUNTY, TEXAS

-------------------------------

1989 ¥g- 7 I, THE UNDERSIGNED, DO HEREBY CERTIFY THAT THE SURVEY INFORMATION

V%0 0% Y FOUND ON THIS PLAT WAS DERIVED FROM ACTUAL FIELD NOTES OF
N o s S5 "¢ ON~-THE-GROUND SURVEYS MADE BY ME OR UNDER MY SUPERWSION AND
N IS TRUE AND CORRECT TO THE GEST OF MY KNOWLEDGE AND BELIEF. NO

aSUR WARRANTY 15 MADE OR INTENDED FOR THE LOCATION OF ANY OR ALL

: EASEMENTS THAT MAY EXIST WITHIN THE BOUNDS OF THIS SURVEY. THE
INFORMATION PRESENTED HEREON IS FOR THE PRIVATE USE OF THE PARTY
NAMED IN THE "REFERENCE PORTION™ OF THE TITLE BLOCK AND DOES NOT
CONSTITUTE A COMPLETE BOUNDARY SURVEY AS DEFINED BY THE
"PROFESSIONAL LAND SURVEYING PRACTICES ACT.”

‘M 10/26/09
\TSON, JR. RPLS 1885 DATE

FILE: M:\BLOCK 59 PSL\dwg\BLOCK 59 PSL 6 30 0Zdwg
CHESAPEAKE OPERATING, INC.,
BLOCK 58 STATE 42—1H ST

ﬁm%‘m SURF. LOC. 805" FSL & 1137' FEL, SEC. 42,
b B . P.P. B64' FSL & 1485' FEL, SEC. 42,
FAX (432) 5200212 ra B.H.L. 445'FsL & 1778' FWL, SEC. 41,
pboults@wanreispean BLOCK 58, P.S.L., REEVES COUNTY, TEXAS.

CONSULTING ENGINEERS, LAND SURVEYORS & PLANNERS | 08 NO. 09=1572=01 _ FIELD BOOK DRAFTTA___ REV.1_
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ASSIGNED TO PRORATION UNITS DBC0697

o
\5& Form P-15
%?ﬁ/a STATEMENT OF PRODUCTIVITY OF ACREAGE )

he undersigned states that he is authorized to make this statement; that he has knowledge

of the facts conceming the CHESAPEAKE OPERATING INC "
OPERATOR
BLOCK 58 STATE 42 ,No. _1H _ :thatsuchwellis
L[EASE WELL
completed in the TOYAH, NW (SHALE) Field, _ REEVES County,

Texas and that the acreage claimed, and assigned to such well for proration purposes as
authorized by special rule and as shown on the attached certified plat embraces

513 acres which can reasonably be considered to be productive of hydrocarbons.

- CERTIFICATE -

I declare under penalties prescribed in Sec. 91.143, Texas Natural Resources Code, that I am autho-
rized to make this report, that this report was prepared by me or under mﬁ' supervision and direction,
and that data and facts stated therein are true, correct, and complete, to the best of my knowledge.

Date _. 1 ” IZID?( _. . Simaturs 573 Li/\\é)\m}((j)\ W u)‘tt—'

Telephone (405)935-8323 Title _ REG. COMP. SPECIALIST

AREA CODE

segteos
wov 16 108

Aug%%ﬁ P( i
5'&’

92077
7?‘/9 v b\[ilﬂ



Form P-15
STATEMENT OF PRODUCTIVITY OF ACREAGE (-671)
ASSIGNED TO PRORATION UNITS use )

The undersigned states that he is authorized to make this statement; that he has knowledge

of the facts concerning the CHESAPEAKE OPERATING INC s
OPERATOR
BLOCK 58 STATE 42 , No. _1E - that such well is
LEASE WELL '
completed in the TOYAH, NW (SHALE) Field, __REEVES County,

Texas and that the acreage claimed, and assigned to such well for proration purposes as

authorized by special rule and as shown on the attached certified plat embraces

513 acres which can reasonably be considered to be productive of hydrocarbons.

- CERTIFICATE -

I declare under penalties prescribed in Sec. 91.143, Texas Natural Resources Code, that I am autho-
rized to make this reporsl;;hat this report was prepared by me or under my supervision and direction,
and that data and facts stated therein are true, correct, and complete, to the best of my knowledge.

e UIB|0A ___ sigrature AL li)) Wu)tt-

Telephone (405)935-8323 Title _REG. COMP. SPECIALIST
AREA CODE
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[(2/12/2010) Ronald Widmeyer - Block 58 State 42 1H-Unitass4 __~ ~~ — —~~ — Pagef]

From: Kim Haley <kim.haley@chk.com>

To: '‘Beverly Boyd' <Beverly. Boyd@GLO.STATE. TX.US>
Date: 2/11/2010 12:47 PM

Subject: Block 58 State 42 1-H- Unit 4554

Attachments: Block 58 State 42 1H ST breakdown.xls; 619121- Block58State42#1-Hextended2n
d- Unit 4554 Eff 08-09.xls

Beverly,

| received a revised unit set-up effective 08/09 for the above referenced well that does not match what our
DO dept. is showing it should be. Please see the comments and attachment | received. The second
excel sheet is the set-up | received from Lannie. Can you please check into this and see if you agree.

Thanks,
Kim

As for the Block 58 State 42 1H..they have the wrong unit acres. The acreage is 513 and they do not own
and interest in Tract 1 which represents the Fee Acreage. Please see my breakdown on the revised unit.
Tract 2 is based on a revised wellbore percent of 16.268767(661'/4063' per survey plat) and the wellbore
percent covering Tract 6 is 49.347773%(2005'/4063' per survey plat).

Anita Robinson

Sr. Division Order Analyst

Chesapeake Energy Exploration LLC

telephone 405.935-4052 )
fax 405.849-4052 ,\\\)f‘\

,'?\‘d\)/j{

This email (and attachments if any) is intended only for the use of the individual or entity to which it is
addressed, and may contain information that is privileged, confidential and exempt from disclosure under
applicable law. If the reader of this email is not the intended recipient, or the employee or agent
responsible for delivering this message to the intended recipient, you are hereby notified that any
dissemination, distribution or copying of this communication is strictly prohibited. If you have received this
communication in error, please notify the sender immediately by return email and destroy all copies of the
email (and attachments if any).
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[ (2/12/2010) Ronald Widmayer - Block 58 State 42 1-H- Unit 4554 _

Fga_ge‘lj

-

?

From: Kim Haley <|&m.haley@chk.com>

To: '‘Beverly-Boyd' <Beverly.Boyd@GLO.STATE.TX.US>
Date: 2/11/2010 12:47 PM

Subject: Block 58 State 42 1-H- Unit 4554

Attachments: Block 58 State 42 1H ST breakdown.xls; 619121- Block58State42#1-Hextended2n
d- Unit 4554 Eff 08-09.xIs

Beverly,

| received a revised unit set-up effective 08/09 for the above referenced well that does not match what our
DO dept. is showing it should be. Please see the comments and attachment | received. The second
excel sheet is the set-up | received from Lannie. Can you please check into this and see if you agree.

Thanks,
Kim

As for the Block 58 State 42 1H..they have the wrong unit acres. The acreage is 513 and they do not own
and interest in Tract 1 which represents the Fee Acreage. Please see my breakdown on the revised unit.

Tract 2 is based on a revised wellbore percent of 16.268767(661'/4063' per survey plat) and the wellbore

percent covering Tract 6 is 49.347773%(2005'/4063' per survey plat).

Anita Robinson

Sr. Division Order Analyst
Chesapeake Energy Exploration LLC
telephone 405.935-4052

fax 405.849-4052

This email (and attachments if any) is intended only for the use of the individual or entity to which it is
addressed, and may contain information that is privileged, confidential and exempt from disclosure under
applicable law. If the reader of this email is not the intended recipient, or the employee or agent
responsible for delivering this message to the intended recipient, you are hereby notified that any
dissemination, distribution or copying of this communication is strictly prohibited. If you have received this
communication in error, please notify the sender immediately by return email and destroy all copies of the
email (and attachments if any).

20 09~ ja s
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[(3/472010) Ronald Widmayer - Block 58 State 42 1H ST

:

From: Anita Robinson <anita.robinson@chk.com>

To: "ronald.widmayer@glo.state.tx.us" <ronald.widmayer@glo.state.tx.us>
Date: 3/3/2010 4:38 PM

Subject: Block 58 State 42 1H ST

Attachments: Block 58 State 42 1H ST breakdown.xls; eCopy.pdf

Per your request, here is the calculations regarding the State of Texas. We are paying based on the
percentage of the wellbore in the pay zone covering Tracts 2 and 6 only. Tract 1 covers the fee owners
and the are not affected by the reduction in the unit size. For example State of Texas is covered under
Tracts 2 and Tract 6. The percent of the wellbore for Tr 2 is 16.268767% (661'/4063') and Tract 6 is
49.347773% (2005'/4063"). Tracts 2 & 6 are calculated on unit size of 513 while tract 1 is calculated on
the original 1280 unit acres. In addition, | have attached the revised plat for your records.

Anita Robinson

Sr. Division Order Analyst
Chesapeake Energy Exploration LLC
telephone 405.935-4052

fax 405.849-4052

This email (and attachments if any) is intended only for the use of the individual or entity to which it is
addressed, and may contain information that is privileged, confidential and exempt from disclosure under
applicable law. If the reader of this email is not the intended recipient, or the employee or agent
responsible for delivering this message to the intended recipient, you are hereby notified that any
dissemination, distribution or copying of this communication is strictly prohibited. If you have received this
communication in error, please notify the sender immediately by return email and destroy all copies of the
email (and attachments if any).
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T o & & : . ‘/
il ) | RAILRQAD COMMISSION oF TExas [/ - 0 .
&_m}? or ;:::int ly \ ¢ ‘& '?Ib’ﬁ“ arg#gas Division 44(]% FRa\[T1IBG3 .
433-047fr\ ‘- AP No. 42389 32497 7. RRC District No.
8
Gas Well Back Pressure Test, e \";\
Completion or Recompletion Report and Log A Y4 N
1. FIELD NAME (as pymnmms or Wildcat) 2. LEASE NAME 9. wellNo, r\\
Toyah, North'\West(Shale) Block 58 State 42 ) W fon 1. AN
3. OPERATOR'S NAME (Exactly as shown on Form P-5, Organization Report) RRC Operator No, /t'q‘ C 3\ . 10. County of well site N
Chesapeake Operatmg, Inc. 147716568 K a7t Reeves
4. ADDRESS - 0 \J’ 9 <C ‘V 11. Purpose of filing
2010 Rankln’nghway, Midland, Texas 79701 @;, 0, xg> I
5. Locauqn [Sucrlqﬁ Block, and’ Survey) 5b. Distance and direction to nearest town in this couﬁ?y’. <(70,:;7 3 @
Sec. 42/' Blk. 58,A-3155,PSL/Aspin, F 7.9 miles NW from Toyah * 2. Rotest D J
6. If opuratnr has changed within last 60 days, i 12. if workover or reclass, give former field (with reservoir) & Gas ID or X R
name former operator oil lease no. GAS ID or oil-0 QSWELL Hedliiss i:l
75 Pion Lina Cogration FIELD & RESERVOIR OIL LEASE # Gas-G # ORTI— ':I A
CEMI (Explain in remarks) -‘k
14. Completion or r pletion date 16. Any condensate on hand at time of workover 16 Type of Electric or othar Log Run \“
8-5-2008 nrmcornplalion.? i D'Y“ I:!-Nd JERE | ----.:.\{\N‘ - \Q
Section | GAS MEASUREMENT DATA i
Date of Test gai; Measurement h;lelgog %_gh:ck[ﬁr) o Siiaeiibnt > _— ) Gas produced during test
08/06 - 08/09/08 M:u r [XI Pi agagTagsP C:f:k: ¢ M:u? o T::: P:':)v‘:a.r‘.ﬂow i D ) 8709  wmcr
] : Temp. Gravity Compress Gas Rate "
Run Line Crif or 24 Hr. Cocff, Static Py, or Diff. Flow Temp. _Factor Factor Factor MCF | DAY &
No. Size Choke Size Orif or Choke Choke Press hyy F Ff Fg Fpy
1 13.068 1.875 24211.62 926 16.03 125 - 0.9428 | 1.0017 1.0422 2903 R
- = -
. ' ' Q
: D
Section Il g FIELD DATA AND PRESSURE CALCULATIONS
Gravity (Dry Gas) Gravity Liquid Hydrocarbon Gas-Liquid Hydrocarbon Ratio Gravity of Mixture “ | Avg. Shut-in Temp. Bottom Hole Temp. ‘
0.5980 e Deg. API Dry crBbl Gmie 0.5980 151 = | 229 r@ 14050 ft (Depin) €]
(Der®® = 38.203 Vi =V 814 = 24.78 Ve = /8401900 - 91.662 k
x a3 v | ‘k
c= M0l = 1118 x 38.203 / 24.78 = 1723.674 - = 91.662 / 1723.674 = 0.0532
;YT ’ Q‘%
it smieiof Run e Wellhead Press. ellhea 2 r2 ;
il o - | A " L 2 e N
shutin 24 hrs Sl i 2015 i 060.2 |~ 0.0 0.0000 2015 1.0000 \\
1 4320 30/64 1601 Riaker | s 2563.2 1544 |  23.8516 1608 0.9956 a‘&
ﬁ' . . * ] -
2 . I L
: NOV-0-4-2068 o
- ‘ Y
Run o 9%‘ { Pra Py? and P2 Pe? - Pg? Argheor b \l
No. F % i z MST‘N m - Py (;housnnds; (ThLuua:ds) s ‘Q
s 1.0000 | 0.2578 |  1.1456 1.3436 2707 7328 .| .- . - -| e 45.00° \ )
1 | 0.9978 | 0.2560 | 1.1344 1.3369 2150 4623 | 2705 40000 ~
: Absolute Open Fluw
= i §§ %@ DAY
WELL TESTER'S CERTIFICATION: | declare under penalties prescribed in Sec. 91,143, Texas Natural Resources Coda, that | conducted or supervised this test an S ra wn in
Sections | and Il above are true, correct, and complete, to the best of my knowledge. Bottomhole tomperature and the diameter and length of flow stnng wo byt lor of @
the well. Q

, Ltd. ?“
9@;.,.4. Mo /U FESCO, Ltd ég G‘%&Q'

Signature: Well Testd) A/ mk,d.d‘___, Name of Company RRC Represgniative

OPERATOR'S CERTIFICATION: | declare under penalties prescribed in Sec. 91.143, Texas Natural Resources ?gu R lthorized to make this report, that | prepared or ﬁawised and

directegdthia report, and fhqt data and f: at; in are true, correct, and complete, to the best of my kn.
M—%Srﬂeq.wmp S 9/5/08 7o 817_556- 5825%2805
Signature: Operator's representative . o .

- el Ve i

A iu AC Number
HiAPPIRG




e}

]

VALID PERMITMV)

Pction Il DATA ON WELL COMPLETION AND LOG (Not Required on Retest)
17. Type of Completion: |J A &%mﬁmv DATE PERMIT NO.
{ (<]
New Well m Deepening D Plug Back [:] Other I:I Deepen 5/ 1 3/ 08 6497 86Amended
Rule 37 CASE NO.
19. Notice of Intention to Drill this well was filed in the Namo of Excoption -
Chesapeake Operating, Inc. Wator infaction PERMIT NO.
Permit
20. Number of producing welis on this lease in 21. Total number of acres Salt Water Disposal PERMIT NO.
this field (reserveir) including this well in this leaso /
Permit
1 1 2 80 Other PERMIT NO.
22. Date Plug Back, Decpening, Commenced Completod 23. Distance to nearest well,
WaorkOver or Drilling : : Same Lease & Reservoir
Operations: ' i
:12/21/07 i6/9/08 NA th Fas O~ 5,")}
24. Location of well, relative to nearest lease boundaries : 805 FestFrom  South Line and Feet From
of lease on which this well is located Nest i T B-l OCk 58 State 42 v
25, Elovation (DF, RKB, RT, GR, ETC.) "26, Was directional survey made other
30 12 G.R / than inclination (Form W-12)7 II] Yes D No
27. Top of P .-28-Total Depth zspan th—{30. Surface Cas| !
op of Pay - o 12%:‘? 7\* op 1::;1Ina: % v D comrmm.tllun of DW R. @ KX | o of Lettor 4/24/08
1 ,10950) : —— 2 n ! Rules d Col gsssg(Sp cial Dt. of Letter .
3. ls mtl multiple cumpﬂ%n?" R 32 i multiple completion, list all rnsarvulf namss (mmplatiuns in this well) and Qll Leas: 33, Intervals Rotary ! Cable
or Gas ID No. GAS ID or OII-O Well Drilled | Tools | Tools
D ke m - FIELD & RESERVOIR OIL LEASE # Gas-G " by: . X |
34, Name of Drilling Contractor 35, Is Cementing Affidavit
e d
Trinidad Drlg Attache
_Rowan Drlg. D vee [
36. CASING RECORD (Report All Strings Set in Well)
MULTISTAGE TYPE & AMOUNT TOP OF SLURRY VOL.
NGk s - TOOL DEPTH CEMENT (sacks) R CEMENT cu. ft.
13 '3/8". 113,50 1660 36sxHal Lt |[7'A13-37/8~ |Surface 2261
. 545sxPrem+
9 5/8" 40 9021 895sx Halad 12 1/4 |Surface 1685
6475 1025 C 2438.5
Zndtool 3495 805sx _C . 1846.9
a. uner recoro Y4 See Remarks for rest of casing prog.
Size TOP Bottom 4 Sacks Cement Screen
38. TUBING RECORD 39. Producing Interval (this completion) Indicate depth of perforation or open hole
Size Depth Set Packer Set From 11947 ft To - 16152 ft (MD O/A)
2 3/8 (Sl e From To - '
From To
- From To
40. ACID, SHOT, FRACTURE, CEMENT SQUEEZE, ETC.
Depth Interval Amount and Kind of Material Used
11947 - K162, See Attached

41,

FOR'MATION RECORD (LIST DEPTHS OF PRINCIPAL GEOLOGICAL MARKERS AND FORMATION TOPS)

Formations Depth Formations Depth
Delaware 3338
Barnett 10950
Woodford 12408

REMQRKS

Perfs: 11947 12061 ft; 13000 - 13452 ft;

ft; 13540 - 13992 ft; 14080 - 14532ft

14620 - 15092 ft; 15160 - 15612 fi} 157(9 -A8152 ft

e 5/8" 39# set@12875 w/390SuperH 8 3/4"501¢%4T0C8000, Slurry 667

,.112%.3.%3 .50#set.016312, 330sx C1.H, 6 1/2"hole, TOC 10002, Slufry 864.6

- 7,.\ :

i

i il

P e
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09:31:10 Tue Jun 03, 2014

DISTRICT > 08 GAS LEDGER INQUIRY
FIELD > TOYAH, NW (SEALE) # 90890 700
* OPERATOR > SHELL WESTERN E&P % 774719
LEASE > BLOCK 58 STATE 42 # 244453 WELL # 1H
GAS GAS * * DISPOSITIONS * * CUMU G/C RATIO

MM/YYYY ALLOW PROD LIFT AMT CODE AMT CODE STAT (MCF/BBL)
05/2012 5642 X ' 929 0 929 2 0
06/2012 5544 X 5544 0 5544 2 0
07/2012 3620 X 3620 0 3620 2 0
08/2012 3100 X 1247 0 1247 2 0
09/2012 5550 X =0 0 0
10/2012 57350 % () 0 0
11/2012 5550 X 0 0 0
1272012 3627 X 2719 0 2719 2 0
01/2013 4600 X 4600 0 4600 2 0
02/2013 4801 X 4801 0 4801 2 0
03/2013 6599 X 6599 0 6599 2 0
04/2013 6599 X 6599 0 6598 2 0

GO TO DIST » GAS RRC ID # >

PF1=HELP PF2=COND PF3=MENU PF4=PROD RMKS PF6=PROD PF7=SCHEDULE PF8=P4 PF9=LDGR

PF10=G10 PF11=STATUS PFl12=G-1 _ PF17=P-17 PMT _ PF18=T-1 _ PF19=HIST LDG

** PRESS ENTER TO SCROLL **



DrillingInfo One Page Production Summary Page 1 of 1
DrillingInfo One-Page Production Summary drilling
Tag This
Element
APL# 42-389-32497
Well# 1H
Lease BLOCK 58 STATE 42
Field TOYAH, NW (SHALE)
Lease SHELL WESTERN E&P
Operator Well Op History
County Reeves
State Texas
Location 805.0 S'LY SOUTH / 1137.0 S'LY EAST, -
PSL/ASPIN, F A-3155 Block:58 Section:42 First |Most Recent] Cumulative | Gravity
Eikvation 3012 GL Prod. |Production| Production |(MCF & BBL)|(SG & API) Gatherer
Date Spud Oil 8/1/08 3/1/14 0 0.00
Date TD Gas | 8/1/08 3/1/14 506,919 0.60 ACCMO
Logs Run
Most Recently Reported Monthly Production (12 Months)
Mo/Yr Gas (MCF) Oil (BBL) water | #Wells | #Wells | Avg Gas | Avg Qil | Avg Wtr
Produced | Sold |used | vented/Flared | Other | Produced | Sold | Other | Closing | (BW) | Flowing | Other | (MCF/D) | (BBL/D) | (BW/D)
4/2013 6,599| 6,599 0 0 1] 0 0 0 0 0 =5 -=1 219.97 0.00 0.00
5/2013 13,295] 13,295 0 0 0 0 0 0 0 0 ---| 428.87 0.00 0.00
6/2013 516 516 0 0 0 0 0 0 0 - === 17.20 0.00 0.00
7/2013 8,955] 8,955 0 0 0 0 0 0 0 A ---| 288.87 0.00 0.00
8/2013 15,254 15,254 0 0 - 0 0 0 0 0 ---| 492.06 0.00 0.00
9/2013 968 968 0 0 . 0 0 0 0 0 32.27 0.00 0.00
10/2013 587 587 0 0 = 0 0 0 0 0 18.94 0.00 0.00
11/2013 5,839| 5,839 0 0 0 0 0 0 0 aia 194.63 0.00 0.00
12/2013 1,946| 1,946 0 0 0 0 0 0 0 62.77 0.00 0.00
1/2014 9,060 9,060 0 0 0 0 0 0 0 - - 292.26 0.00 0.00
2/2014 2,780 2,780 0 0 0 0 0 0 0 == 99.29 0.00 0.00
3/2014 5.,905| 5,905 0 0 = 0 0 0 0 0 190.48 0.00 0.00
Totals 71,704| 71,704 0 0 0 of o 0 0 0 - - -- --
Annual Production
Year Gas Oil Water :—‘ng\s #Wells Avg Gas Avg Oil Avg Wtr Annual | Annual
(MCF) (BBL) (BW) Flowing| Other (MCF/D) (BBL/D) (BW/D) Dec. Gas| Dec. Oil
2008 114,737 0 754.85 0.00 0.00 = =
2009 102,798 0 = 281.79 0.00 0.00 10.4%
2010 85,446 0 = - 234.23 0.00 0.00 16.9%
2011 91,067 0 = 249.64 0.00 0.00 s %
2012 25,167 0 - 68.99 0.00 0.00| 72.4% -
2013 69,959 0 - 191.77 0.00 0.00 =
2014 17,745 0 194.57 0.00 0.00| 74.6% =
Totals 506,919 0 . = ke
Back
products & features | events & training | company | contact | about
© 2014 Drilling Info, Inc. All rights reserved. All data and information is provided "As Is"
and subject to the DI subscription agreement.
http://www.drillinginfo.com/wellSummary.do?action=summary &lid=2310691&hashcode... ~ 6/10/2014
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GENERAL LAND OFFICE

JERRY PATTERSON, COMMISSIONER

August 29, 2013

Brian Chaffee

Staff Contracts Representative

Shell Exploration & Production Company
150 N. Dairy Ashford St., Suite C

Houston, Texas 77079-1116

(Via CMRRR#: 7011 1150 0001 2416 2987)

RE:  State Lease MF104580 Surveyed School Land lease, described on Page 2
State Lease MF104778 6 Surveyed School Land leases, described on Page 2
State Lease MF105285 13 Surveyed School Land leases, described on Page 2
Well: Block 58 State 42 #1H (API # 42-389-32497)

Dear Mr. Chaffee:

Our research indicates that there was a three-month lapse in production for the referenced well
from September 1 through November 30, 2012.

You have 40 days from the receipt of this letter in which to present evidence and convince the
General Land Office that operations were conducted adequate to perpetuate the leases without a
cessation of more than sixty (60) cumulative days. If such evidence has not been presented at the
expiration of the 40-day period, we will have to assume that there were no operations during the
lapse period and the mineral files shall be endorsed “terminated™ due to cessation of production.

Upon termination, and pursuant to the Texas Administrative Code, we request that you file with
this office a recorded original or certified copy of a Release of these State Oil and Gas Leases
along with a filing fee of $25.00 per state lease to be sent to my attention.

Linda Price, RL

Energy Resources, Mineral Leasing
512-463-5118

512-475-1543 (fax)
linda.price(@glo.texas.gov

Stephen F. Austin Building * 1700 North Congress Avenue * Austin, Texas 78701-1495
Post Office Box 12873 = Austin, Texas 78711-2873
512-463-5001 = 800-998-4GLO

www.glo.state.x.us



Brian Chaffee

Shell Exploration & Production Company
August 29, 2013

Page 2

MF104580 129 acres, covering the W/2 of Section 41, Block 58, PSL Survey, Reeves County, TX
Recorded in Book 703, Page 289
State of Texas, Lessor

MF104778A  1,095.22 acres, covering the E/2 of Section 39, SE/4 of Section 40 & all of Section 42,
Block 58, PSL Survey, Reeves, County, Texas

State Lease No. Agent for State of TX Lease Date Recorded Bk/Page
MF104778A Dela Minerals, Inc. 02/18/2005  702/686

MF104778 615 acres, covering all of Section 42, Block 58, PSL Survey. Reeves, County, Texas

State Lease No. Agent for State of TX Lease Date Recorded Bk/Page
MF104778F Nellie May Gohlke Trust 04/06/2007  777/197
MF104778G Ann Covington Henderson 10/21/2007  778/542
MF104778H Ted Michael Covington 10/21/2007  778/524
MF104778]1 Jane Covington Drake 10/21/2007  778/533
MF104778] The Estate of Nellie May Gohlke ~ 04/06/2007  781/462

MF105285  1.895.47 acres. covering all of Sections 31, 32 and 42, Block 58, PSL, Reeves
County, Texas

State Lease No. Agent for State of TX Lease Date Recorded Bk/Page
MF105285A Catherine Funk Wall Trust A 12/01/2005 726/625
MF105285B D.D. Wall Estate Trust A 12/01/2005 726/639
MF105285C Estate of Nellie May Gohlke 11/03/2004 689/606
MF105285D Dela Minerals, Inc. 02/18/2005 702/695
MF105285E Ted Michael Covington 10/06/2004 687/702
MF105285F Ann Covington Henderson 10/06/2004 687/684
MF105285G Jane Covington Drake 10/06/2004 687/693
MF105285H D. D. Wall Trust B 12/01/2005 724/97
MF1052851 Catherine Funk Wall Trust B. 12/01/2005 724/82
MF105285J Mary B. Harwit Unitrust 09/01/2005 724/31
MF105285K Mary Y. Tippens Testamentary Trust ~ 09/01/2005 724/16
MF105285L Esther Shuman Testamentary Trust 09/01/2005 724/1
MF105285M Texas Scottish Rite Hospital 12/01/2005 724/249
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Quick Tools
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WELL TIMELINE

Block 58 State 32 #1 Block 58 State 31-3 #1H Block 58 State 42 #1H
API # 42-389-32398 42-389-32452 _ 42-389-32497
RRCID # 08-224464 08-245061 08-244453
Unit 4484 Unit 4554
MF105285 Lease Well MF105285, MF105490°* & MF104782** MF104580, MF104778* & MF105285
Permit Issued 1/3/2006 1/24/2007 1/24/2007
Date Commenced 5/11/2007 6/15/2007 12/21/2007
Date Completed 6/3/2007 11/4/2007 6/9/2008
1st Production 12/1/2006 2/1/2008 8/1/2008
Shut-In Payment Received 11/1/2011 NA
Shut-In Affidavit Requested 11/19/2011 NA
Shut-In Affidavit Due 12/22/2011 NA
2nd Shut-In Payment Rec. 2/22/2012 NA
3rd Shut-In Payment Rec. 2/15/2013 NA
05/2010 - 06/2010
12/2010
02/2011 - 05/2011
09/2011
12/2011 - 01/2012
Gaps 04/2012 - 06/2012
11/2012 - 04/2013
06/2013
08/2013 08/2011
11/2013 -12/2013 10/2011 - 04/2013 09/2012 - 11/2012
04/2014 06/2013 - 04/2014 04/2014
Termination Date 07/01/2012 01/01/2012*** 12/01/2012
Last Production 03/2014 05/2013 03/2014

*MF104778 is also part of Unit 5206, with producing well 42-389-32449, which terminated 08/2012 after a 61-day gap and for which the GLO gave Shell two

options.

**No second or third shut-in payment received.

*** Shut in Affidavit never received so shut in was rejected.

Revised 06/09/2014
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Page 1 of 2

Linda Price - MF104580 & MF104778, Block 58 State 42 #1H

From: Linda Price

To: Meredith.MacAllister@shell.com

Date: 6/9/2014 9:37 AM

Subject: MF104580 & MF104778, Block 58 State 42 #1H

Attachments: 4554 SWEPI 08-29-2013.pdf

Reply Requested: By 6/11/2014

Meredith:

The email thread below regarded Block 58 State 40-14 1H. In it, I said that Shell could delay executing,
recording and filing a release of MF104778A until our review of Block 58 State 42 #1H was concluded.

Attached is our termination letter dated August 29, 2014 which was delivered to Shell on September 3, 2013
regarding Block 58 State 42 #1H Accounting Unit 4554. We have concluded our review of the unit and now
request a full release of MF104580 and all of the undivided interests of MF104778. MF105285 was also part of
the Block 58 State 42 #1H Accounting Unit 4554 but Harriet will address that lease with you by separate
correspondence.

Please submit certified, recorded copies of releases of MF104580 and all of the undivided of MF104778, along
with the filing fee of $25.00 per state lease, and mail them my attention.

If you have any questions, please let me know.

Thank you.
Linda

Linda Price, RL

Texas General Land Office

Energy Resources, Mineral Leasing
Phone: (512) 463-5118

Fax: (512)475-1543

Linda.Price@glo.texas.gov

>>> <Meredith.MacAllister@shell.com> 5/29/2014 1:56 PM >>>
Linda,
| am confirming receipt of your email and will start working on the releases.

Meredith

From: Linda Price [Linda.Price@GLO.TEXAS.GOV]
Sent: Thursday, May 29, 2014 1:38 PM

file://C:\Documents and Settings\LPrice\Local Settings\Temp\XPgrpwise\5395805CDOMI1... 6/9/2014



Page 2 of 2

To: MacAllister, Meredith R SEPCO-UAU/L/A
Cc: Chaffee, Brian D SEPCO-UAU/L/UP
Subject: Unit Block 58 State 40-14
Importance: High

Meredith:

Because of administrative maintenance reasons, the GLO has decided to issue new mineral file numbers for the
one-year backdated leases of Unit Block 58 State 40-14 rather than making the new leases part of the original
lease number files.

Therefore, we will need full requests of the original leases rather than partial releases, with the exception
of MF104778A. The releases will need to be effective August 29, 2012, the day before the new lease dates.

MF104778A covers 1,095.22 acres including the E/2 of Section 39, SE/4 of Section 40 and all of Section 42,
Block 58, PSL Survey. Itis included in a review of Unit Block 58 State 42 #1-H which has not yet been
concluded. Therefore, you may either release the SE/4 of Section 40 now and possibly have to do an additional
release of the other acreage covered by the lease, or you may wait until our review of Unit Block 58 State 42
#1-H has been concluded and release whatever additional acreage of that lease is determined to be terminated.

You will be receiving the GLO letter approving the new leases and listing the new lease numbers soon. Please
refer to the new lease numbers when making any payments towards, or in correspondence regarding, the new
leases.

Please confirm your receipt of this email and if you have any questions, please let me know.

Thank you.
Linda

Linda Price, RL

Texas General Land Office

Energy Resources, Mineral Leasing
Phone: (512) 463-5118

Fax: (512) 475-1543

Linda.Price@glo.texas.gov

file://C:\Documents and Settings\L.Price\Local Settings\Temp\XPgrpwise\5395805CDOMI...  6/9/2014
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Page 1 of 1

Linda Price - Termination Notice

From: Linda Price

To: Amanda Allen; Mike May
Date: 6/10/2014 9:55 AM
Subject: Termination Notice

Attachments: 42-389-32497 Well History 01-2010 to 04-2014.pdf

Mike & Amanda:

The following are terminated effective 12/01/2012:
Unit 4554
MF104580
MF104778

Attached for your convenience are production reports which show production from the termination date forward.
If you have any questions, please let me know.

Thank you.
Linda

Linda Price, RL

Texas General Land Office

Energy Resources, Mineral Leasing
Phone: (512) 463-5118

Fax: (512) 475-1543

Linda.Price@glo.texas.gov

file://C:\Documents and Settings\L.Price\Local Settings\Temp\XPgrpwise\5396D609DOM...  6/10/2014
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GENERAL LAND OFFICE

JERRY PATTERSON, COMMISSIONER

October 30, 2014

Meredith MacAllister, CPLTA

Senior Lease Analyst

Shell Exploration & Production Company

150 North Dairy Ashford Room EPC E0460-G
Houston, Texas 77079

(Via email to Meredith. MacAllisteri@Shell.com)

RE: State Lease MF104580 Surveyed School Land Lease effective January 18, 2005
129 acres, covering the W/2 of Section 41, Block 58, PSL Survey, Reeves
County, Texas
Recorded in Book 703, Page 289
State of Texas, Lessor
Well: Block 58 State 42 #1H (AP # 42-389-32497)

Dear Ms. MacAllister:

The GLO notified Shell by letter dated August 29, 2013 that our research indicated that there was a three-month
lapse in production for the referenced well from September | through November 30, 2012 (see copy of letter
attached). Shell was given forty days from the receipt of our letter in which to present evidence and convince the
GLO that a termination had not occurred. The USPS delivery receipt indicates that Shell received the letter on
September 3, 2013. The GLO did not receive any evidence that the lease was maintained in response to our letter.

On June 9, 2014, by email, we requested a full release of the lease as well as all of the undivided interests of
MF104778 (see copy of email attached).

Please be advised that the lease terminated effective December 1, 2012. Thereafter, all revenue from the well’s
production belonged to the State.

The lease tract may be nominated at a bid sale. The deadline for nominations for the January 2015 bid sale is
tomorrow, Friday, October 31, 2014. The GLO contact for the bid sale is George Martin. He can be reached by
phone at 512-475-1512 or by email to George Martin@glo.texas.gov.

Sincerely,

Linda Price, RL

Energy Resources, Mineral Leasing
512-463-5118

512-475-1543 (fax)
linda.price@glo.texas.gov

Attachments

cc: Brian Chaffee
(Via email to Brian.Chaffee/@Shell.com)

Stephen F. Austin Building * 1700 North Congress Avenue * Austin, Texas 78701-1495
Post Office Box 12873 « Austin, Texas 78711-2873
312-463-5001 * 800-998-4GLO

www.glo.state.m.us



GENELRAL LAND OFIFLCK

JERRY PATTERSON, COMMISSIONER
. y

August 29,2013

Brian Chatfee

Staff Contracts Representative

Shell Exploration & Production Company
150 N. Dairy Ashford St., Suite C

Houston, Texas 77079-1116

(Via CMRRR#: 7011 1150 0001 2416 2987)

RE:  State Lease MF104580 Surveyed School Land lease, described on Page 2
State Lease MEFF104778 6 Surveyed School Land leases, described on Page 2
State Lease MF105285 13 Surveyed School Land leases, described on Page 2
Well: Block 58 State 42 #1H (API # 42-389-32497)

Dear Mr. Chaffec:

Our research indicates that there was a three-month lapse in production for the referenced well
from September | through November 30, 2012.

You have 40 days from the receipt of this letter in which to present evidence and convince the
General Land Office that operations were conducted adequate to perpetuate the leases without a
cessation of more than sixty (60) cumulative days. If such evidence has not been presented at the
expiration of the 40-day period, we will have to assume that there were no operations during the
lapse period and the mineral files shall be endorsed “terminated” due to cessation of production.

Upon termination, and pursuant to the Texas Administrative Code, we request that you file with
this office a recorded original or certified copy of a Release of these State Oil and Gas I.cases
along with a filing fee of $25.00 per state lease (o be sent to my attention.

Sincerel(,
e,
.=/,

Linda Price, RL

Energy Resources, Mineral Leasing
512-463-5118

512-475-1543 (fax)
linda.price@glo.lexas.gov

Stephen 12 Austin Building + 1700 Novth Congress Avenue » Auisting Tesas 78701 14195
Post Ollice Box 12873 « Austin, Texsas 78711 2873
512--163-5001 « 800-998-4C 1.0

wivwglostate s



Brian Chaffee
Shell Exploration & Production Company
August 29, 2013

Page 2

MF104580 129 acres, covering the W72 of Section 41, Block 58, PSL Survey, Reeves County, TX
Recorded in Book 703, Page 289
State of Texas, Lessor

MF104778A  1,095.22 acres, covering the E/2 of Section 39, SE/4 of Section 40 & all of Section 42,

Block 58, PSL. Survey, Reeves, County, Texas

State Lease No. Agent for State of TX Lease Date Recorded Bk/Page
MF104778A Dela Minerals, Inc. 02/18/2005  702/686
MF104778 615 acres, covering all of Section 42, Block 58, PSL Survey, Reeves, County, Texas
State Lease No. _ Agent for State of TX Lease Date Recorded Bk/Page
MF104778F Nellic May Gohlke Trust 04/06/2007  777/197
MF104778G Ann Covington Henderson 10/21/2007  778/542
MF104778H Ted Michael Covington 10/21/2007  778/524
MFE1047781 Jane Covington Drake 10/21/2007  778/533
MF104778J The Estate of Nellie May Gohlke ~ 04/06/2007  781/462
MF105285 1,895.47 acres, covering all of Section.s 31, 32 and 42, Block 58, PSL, Reeves

County, Texas

Recorded Bk/Page

State Lease No. Agent for State of TX %~ Lease Date
MF105285A Catherine Funk Wall Trust A ,* 12/01/2005 726/625
MF105285B D.D. Wall Estate Trust A 12/01/2005 726/639
MF105285C Estate of Nellie May Gohlke 11/03/2004 689/606
MF105285D Dela Minerals, Inc. 02/18/2005  702/695
MF105285E Ted Michael Covington 10/06/2004 687/702
MF105285F Ann Covington Henderson 10/06/2004 687/684
MF105285G Jane Covington Drake 10/06/2004 687/693
MF105285H D. D. Wall Trust B 12/01/2005 724/97
MF 1052851 Catherine Funk Wall Trust B. 12/01/2005 724/82
MF105285]) Mary B. Harwit Unitrust 09/01/2005 724/31
MF105285K Mary Y. Tippens Testamentary Trust ~ 09/01/2005 724/16
MF105285L Esther Shuman Testamentary Trust 09/01/2005 724/1
MF105285M Texas Scottish Rite Hospital 12/01/2005 724/249
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Lmda Price - MF104580 & MF104778 Block 58 State 42 #1H
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From: Linda Price

To: Meredith.MacAllister@shell.com

Date: 6/9/2014 9:37 AM

Subject: MF104580 & MF104778, Block 58 State 42 #1H

Attachments: 4554 SWEPI 08-29-2013, pdf

Reply Requested: By 6/11/2014

Meredith:

The email thread below regarded Block 58 State 40-14 1H. In it, I said that Shell could delay executing,
recording and filing a release of MF104778A until our review of Block 58 State 42 #1H was concluded.

Attached is our termination letter dated August 29, 2014 which was delivered to Shell on September 3, 2013
regarding Block 58 State 42 #1H Accounting Unit 4554. We have concluded our review of the unit and now
request a full release of MF104580 and all of the undivided interests of MF104778. MF105285 was also part of
the Block 58 State 42 #1H Accounting Unit 4554 but Harriet will address that lease with you by separate
correspondence.

Please submit certified, recorded copies of releases of MF104580 and all of the undivided of MF104778, along
with the filing fee of $25.00 per state lease, and mail them my attention.

If you have any questions, please let me know.

Thank you,
Linda

Linda Price, RL

Texas General Land Office

Energy Resources, Mineral Leasing
Phone: (512) 463-5118

Fax: (512) 475-1543

Linda.Price@glo.texas.qov

>>> <Meredith.MacAllister@shell.com> 5/29/2014 1:56 PM >>>
Linda,
I am confirming receipt of your email and will start working on the releases.

Meredith

From: Linda Price [Linda.Price@GLO.TEXAS.GOV]
Sent: Thursday, May 29, 2014 1:38 PM

file://C:\Documents and Settings\L.Price\Local Settings\Temp\XPgrpwise\5395805CDOML...  6/9/2014
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To: MacAllister, Meredith R SEPCO-UAU/L/A
Cc: Chaffee, Brian D SEPCO-UAU/L/UP
Subject: Unit Block 58 State 40-14
Importance: High

Meredith:

Because of administrative maintenance reasons, the GLO has decided to issue new mineral file numbers for the
one-year backdated leases of Unit Block 58 State 40-14 rather than making the new leases part of the original
lease number files,

Therefore, we will need full requests of the original leases rather than partial releases, with the exception
of MF104778A. The releases will need to be effective August 29, 2012, the day before the new lease dates.

MF104778A covers 1,095.22 acres including the E/2 of Section 39, SE/4 of Section 40 and all of Section 42,
Block 58, PSL Survey. It is included in a review of Unit Block 58 State 42 #1-H which has not yet been
concluded. Therefore, you may either release the SE/4 of Section 40 now and possibly have to do an additional
release of the other acreage covered by the lease, or you may wait until our review of Unit Block 58 State 42
#1-H has been concluded and release whatever additional acreage of that lease is determined to be terminated.

You will be receiving the GLO letter approving the new leases and listing the new lease numbers soon. Please
refer to the new lease numbers when making any payments towards, or in correspondence regarding, the new
leases.

Please confirm your receipt of this email and if you have any questions, please let me know.

Thank you.
Linda

Linda Price, RL
Texas General Land Office
Energy Resources, Mineral Leasing

Phone: (512) 463-5118
Fax: (512) 475-1543

Linda.Price@glo.texas.qov

file://C:\Documents and Settings\LPrice\Local Settings\Temp\XPgrpwise\5395805CDOMI...  6/9/2014
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Linda Price - MF104580

From: Linda Price

To: Brian.Chaffee@shell.com; Meredith.MacAllister@shell.com
Date: 10/30/2014 10:52 AM

Subject: MF104580

Attachments: MF104580 Shell 10-30-2014.pdf

Meredith and Brian:

Please find attached our letter regarding MF104580.
No hard copy will be sent unless so requested.

If you have any questions, please contact me.

Thank you.
Linda

Linda Price, RL
Texas General Land Office
Energy Resources, Mineral Leasing

Phone: (512)463-5118
Fax: (512)475-1543

Linda.Price@qlo.texas.gov

Mailing Address:
P. O. Box 12873
Austin, Texas 78711-2873

Physical Address:

1700 N. Congress Avenue
Austin, Texas 78701-1495

file://C:\Documents and Settings\L.Price\Local Settings\Temp\XPgrpwise\54521872DOM... 10/30/2014
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Linda Price - Fwd: MF104580

From: Linda Price

To: Mike May

Date: 10/30/2014 10:56 AM
Subject: Fwd: MF104580

Attachments: MF104580 Shell 10-30-2014.pdf

Mike:

MF104580 terminated on December 1, 2012. Upon termination, all revenue from the Block 58 State 42 #1H
(API #: 42-389-32497) production belonged to the State.

Attached is my emailed letter of today reiterating our position to Shell that the lease is terminated and
reminding them that 100% of the revenue belongs to the State.

Thank you.
Linda

Linda Price, RL

Texas General Land Office

Energy Resources, Mineral Leasing
Phone: (512) 463-5118

Fax: (512) 475-1543

Linda.Price@glo.texas.gov

Mailing Address:
P. O. Box 12873
Austin, Texas 78711-2873

Physical Address:

1700 N. Congress Avenue
Austin, Texas 78701-1495

>>> Linda Price 10/30/2014 10:52 AM >>>
Meredith and Brian:

Please find attached our letter regarding MF104580.
No hard copy will be sent unless so requested.

If you have any questions, please contact me.

Thank you.
Linda

Linda Price, RL

Texas General Land Office

Energy Resources, Mineral Leasing
Phone: (512) 463-5118

Fax: (512) 475-1543

file://C:\Documents and Settings\L.Price\Local Settings\Temp\XPgrpwise\54521978DOM... 10/30/2014
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Linda.Price@glo.texas.qov

Mailing Address:
P. O. Box 12873
Austin, Texas 78711-2873

Physical Address:
1700 N. Congress Avenue
Austin, Texas 78701-1495

file://C:\Documents and Settings\LPrice\Local Settings\Temp\XPgrpwise\54521978DOM... 10/30/2014
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TEXAS GENERAL LAND OFFICE
GEORGE P. BUSH., COMMISSIONER

February 12, 2015

Garrett Black, RPL

Land Coordinator

COG Operating, LLC

One Concho Center

600 W. Illinois Avenue

Midland, Texas 79705

Via Email & CMRRR #: 7011 1150 0001 2416 5117

RE: Block 58 State 42 1H API #42-389-32497, RRC #244453, District 8
Section 42, Block 58, Public School Land Survey, A-3155, Reeves
County, Texas
State of Texas Relinquishment Act Lands

Dear Mr. Black:

In a previous review of the referenced well, we found that no production was reported to the RRC for the
months of September 2012 through November 2012. The GLO notified Shell of its findings by certified
letter delivered September 3, 2013 and gave Shell 40 days to provide evidence that the related leases were
maintained. Shell did not respond and the leases were endorsed as terminated in the GLO files effective
December 1, 2012.

A recent review of the well shows production was reported to the RRC for each month of the years 2013
and 2014. The most recent production found reported was for the month of December 2014.

This letter serves as the GLO’s notice to COG to cease producing the well immediately. Our Royalty
Revenue Division will contact you regarding the revenue owed to the State of Texas during this time
period.

If you have any questions, please contact me.

Sincerely,

Linda Price, RL
Energy Resources, Mineral Leasing
512-463-5118

512-475-1543 (fax)
Linda.Price@glo.texas.gov

cc: James Flavin, Shell (via email)
Meredith MacAllister, Shell (via email)

1700 North Congress Avenue. Austin, Texas 78701-1495
P.O. Box 12873, Austin, Texas 78711-2873
512-463-5001 glo.texas.gov
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Harriet Dunne - Block 58 State 42 1H
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From: Linda Price

To: gblack@concho.com

Date: 2/12/2015 1:11 PM

Subject: Block 58 State 42 1H

CC: Harriet Dunne; J.Flavin@shell.com; Meredith.MacAllister@shell.com

Attachments: COG Block 58 State 42 1H 02-15-2015.pdf

Garrett:
Attached is the GLO's letter regarding the Block 58 State 42 1H which is also being sent by certified mail.

Thank you.
Linda

Linda Price, RL

Texas General Land Office

Energy Resources, Mineral Leasing
Phone: (512) 463-5118

Fax: (512) 475-1543
Linda.Price@glo.texas.qgov

Mailing Address:
P. O. Box 12873
Austin, Texas 78711-2873

Physical Address:

1700 N. Congress Avenue
Austin, Texas 78701-1495

file://C:\Documents and Settings\HDunne\Local Settings\Temp\XPgrpwise\54DCA69CDOMIPO_... 4/1/2015
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15-01058
FILED FOR RECORD
REEVES COUNTY, TEXAS
Feb 03, 2015 at (2:41:00 PM

RELEASE OF STATE OIL AND GAS LEASES

STATE OF TEXAS

N S

COUNTY OF REEVES
KNOW ALL MEN BY THESE PRESENTS:

That the undersigned do hereby release, relinquish and surrender to the hereinafter named
lessor, its heirs, successors, and assigns, all of their right, title and interest in and to the following
described Oil, Gas and Mineral Leases, recorded as indicated below in the Official Public
Records of Real Property of Reeves County, Texas as to the lands in said county specifically

(TP

described or referred to in the schedule below as to each lease respectively.

State Lease No.:
SWEPI LP No.:

Lessor Name:
Date:
Recorded:

Legal:

State Lease No.:
SWEPI LP No.:

Lessor Name:
Date:
Recorded:

Legal:

State Lease No.:
SWEPI LP No.:

Lessor Name:
Date:
Recorded:
Legal:

State Lease No.:
SWEPI LP No.:

Lessor Name:
Date:
Recorded:
Legal:

State Lease No.:
SWEPI LP No.:

Lessor Name:
Date:
Recorded:
Legal:

M-104580
1TX00270.001
State of Texas
January 18, 2005
Vol 703 Page 289

129 acres, covering the W/2 of Section 41, Block 58, PSL Survey, Reeves County,

X

MF104778A

TX00349.001

State of Texas, acting by and through its agent, Dela Minerals, Inc.
February 18, 2005

Vol 702 Page 686

E/2 of Section 39, SE/4 of Section 40 and All of Section 42, Block 58, Plublic

School Land Survey containing 1,095.22 acres, more or less

MF104778G

TX02494.001

State of Texas, acting by and through its agent, Ann Covington Henderson
October 21, 2007

Vol 778 Page 542

All of Section 42, Block 58, PSL Survey containing 615 acres, more or less

MF104778H
TX02494.003

State of Texas, acting by and through its agent, Ted Michael Covington
October 21, 2007

Vol 778 Page 524
All of Section 42, Block 58, PSL Survey containing 615 acres, more or less

MF1047781

TX02494.002

State of Texas, acting by and through its agent, Jane Covington Drake
October 21, 2007

Vol 778 Page 533

All of Section 42, Block 58, PSL Survey containing 615 acres, more or less
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State Lease No.: MF104778]
SWEPILP No.: TX02495.001

Lessor Name: State of Texas, acting by and through its agent, The Estate of Nellie May Gohlke
Date: April 6, 2007

Recorded: Vol 781 Page 462
Legal: All of Section 42, Block 58, PSL Survey containing 615.1 acres, more or less

mo<

This instrument may be executed in counterparts, each of which shall be considered an
original for all purposes and shall be bindingupon those parties who execute whether or not
executed by all parties, and all such counterparts, when taken together, shall constitute one and
the same instrument.  For recordation purposes, the separate signature pages and
acknowledgements may be affixed to the body of one original instrument without the necessity
of each separate counterpart in its entirety.

M) o =3 —2

EXECUTED as of the dates of the certificates of acknowledgement hereto, but effective
for all purposes as of December 1, 2012.

QT

SWEPI LP

By: /F\l/ o e

George K. )Zimmerman \
Attorney-in-Fact ~

3\

e e e L]

ACKNOWLEDGEMENT
STATE OF TEXAS §
COUNTY OF HARRIS §

This instrument was acknowledged before me on this ﬁ)ﬂ'\- day of \C\\’\W\\W 2015 by
George K. Zimmerman, as Attorney-in-Fact for SWEPI LP, a Delaware limited partnership, on

behalf of said limited partnership.
Ae S Khalve

iy,

i, AT e Notary Public, State of Texas
Yogerde .

p z Notary Public, Stats of Texas
N8 My Commission Expires
A March 03, 2017

o

Bdgen i
YA

R

&

TITLEHOLDER TEXAS, LLC

By: SWEPI LP, its Manager

.

By: w
George K. Ximmerman

Attorney-in-Fact

STATE OF TEXAS § \

COUNTY OF HARRIS § e L

This instrument was acknowledged before me on the hf\/b\“ day of oY) 2015 by
George K. Zimmerman, as Attorney-in-Fact for SWEPI LP, a Delaware limited pértnership, in its
capacity as Manager of Titleholder Texas, LLC, a Delaware limited liability company, on behalf of

said limited liability company.
RN S e

Notary Public, State of Texas inst No. 15-01059

SE0RT Pt ALINE S. KHALILIEH =Ks
2 :""g Notary Public, State of Texas DIAKNE O F ._URFEZ
1 s»s My Commission Expires COUNTY CLERK

N ___Woeeh 03, 2017 2015 Feb 03 af (i2:41 PH
d ‘_:‘_' )
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SWEPI LP

Land & Confracts

April 21, 2015 150 N. Dairy Ashford, WCK 4333
Houston, TX 77079

Harriet Dunne United States of America

Texas General Land Office Tel +1 832 337 1915
Energy Resources, Mineral Leasing Fax +1 832 337 4325
1700 Congress Ave, Suite 600 Email Terry.Sloyan@shell.com
Austin, TX 78701-1436 Internet hitp: / /www shell.com

RE:  Original Recorded Releases and Partial Releases of State Oil and Gas Leases

Dear Harret,
Please find enclosed the following original recorded documents:

1. Release of State Oil and Gas Leases dated January 30, 2015, but effective October 23,
2012, recorded at Volume 1142, Page 787, Reeves County, Texas. (State Lease #’s
MF105494D {TX02319.001}, MF105494E {TX02320.001})

2. Release of State Oil and Gas Lease dated January 30, 2015, but effective July 16, 2014,
recorded at Volume 1142, Page 781, Reeves County, Texas. (State Lease # MF115504

(TX02885.001})

3. Partial Release of State Oil and Gas Lease dated January 30, 2015, but effective June 21,
2011, recorded at Volume 1142, Page 778, Reeves County, Texas. (State Lease #

MF104191 {TX02511.001})

4. Release of State Oil and Gas Leases dated January 30, 2015, but effective December 1,
2012, recorded at Volume 1142, Page 776, Reeves County, Texas. (State Lease #’s
M104580 {TX00270.001}, MF104778A {TX00349.001}, MF104778G {TX02494.001},
MF104778H {TX02494.003}, MF1047781 {TX02494.002}, MF104778] {TX02495.001})

5. Release of State Oil and Gas Lease dated January 30, 2015, but effective November 1,
2012, recorded at Volume 1142, Page 771, Reeves County, Texas. (State Lease #H's
MF105285A through MF105285M, {TX00347.001, TX00345.001 through TX00345.004,
TX00342.001 through TX00342.005, TX00346.001, TX00346.002, TX00348.001 b

6. Release of State Oil and Gas Leases dated January 30, 2015, but effective August 29, 2012,
recorded at Volume 1142, Page 767, Reeves County, Texas. (State Lease #’s MF107619A
{TX00351.001}, MF107619B {TX00350.001}, MF107769 {TX02415.001}, MF104543
{TX00268.001})
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10.

11.

Release of State Oil and Gas Lease dated January 30, 2015, but effective December 1,
2011, recorded at Volume 1142, Page 769, Reeves County, Texas. (State Lease #
MF105490 {TX00269.001}, MF104782 {TX00266.001})

Release of State Oil and Gas Lease dated February 2, 2015, but effective March 1, 2014,
recorded at Volume 1142, Page 794, Reeves County, Texas. (State Lease # MF104539

{TX02541.001})

Release of State Oil and Gas Lease dated February 2, 2015, but effective April 1, 2014,
recorded at Volume 1142, Page 791, Reeves County, Texas. (State Lease # MF104871

{TX02307.001})

Partial Release of State Oil and Gas Lease dated January 30, 2015, but effective April 25,
2014, recorded at Volume 1142, Page 789, Reeves County, Texas. (State Lease #’s
MF105236A through MF105236E {TX02321.001 through TX02321.005})

Release of State Oil and Gas Lease dated January 30, 2015, but effective June 11, 2011,
recorded at Volume 1142, Page 786, Reeves County, Texas. (State Lease # MF105230

(TX02326.001})

Also enclosed is Check # 8826 in the amount of $925.00, which represents the $25.00 filing fee for
each lease described on the above documents. Should you have any questions, please do not hesitate
to contact me at 832-337-1915.

Very truly yours,

Sy il

Terry Sloyan
Lease Analyst
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Limited Review Billing

George P. Bush, Commissioner

Texas General Land Office

PO Box 12873

Austin, TX 78711-2873
(800) 998-4456

8:

00 - 5:00 M-F

Py XN 2
SWEPI LP C @ b_a:/ \V/ Billing Date: ~ 4/30/2015
PO Box 576 , U Billing Due Date: 5/30/2015
Houston, TX 77001-0576 Customer Number: C000044963
| Invoi Mineral File Gas Royalty | Interest Total Due
15100446 MF104580 | $49,656.42 s000]  s0.00]  $0.00] $49,656.42
15100447 MF104778 $122,434.65 $0.00 $0.00 $0.00]  $122,434.65
15100449 MF105285 $46,878.23 $0.00 $0.00 $0.00 $46,878.23 ]
Total Due $218,969.30 $0.00 $0.00 50.00] $218,969.30]

Penalty and interest have been calculated thru 4/30/2015. Payment remitted after 4/30/2015 will

result in additional penalty and interest charges.

Contact Info: Amanda Allen (512) 475-1544 or amanda.allen@glo.texas.gov

s Please update GLO1 and GLO2 production reports to correct volumes.

NOTICE

s Please do not update GLO3 report to include billed royalty, penalty or interest. This receivable has already
been recorded.
« For other royalty reporting questions, visit http://www.glo.texas.gov, call (512) 463-6850 or email us at
glo123@glo.texas.gov.

This notice does not constitute an Audit Billing Notice as defined in Section 52.135 of the Texas Natural Resources Code and, consequently,
does not preclude the TGLO from conducting further examinations of these leases, time periods or issues.

Limited Review Billing

SWEPI LP

Billing Date: 4/30/2015
Billing Due Date: 5/30/2015

Customer Number' C000044963

Detach and return with payment

Remit Payment To:
Texas General Land Office
PO Box 12873
Austin, TX 78711-2873

, Mineral File Oil Roya Pena ‘Total Due
15100446 MF104580 |  $49,65642]  $0.00 s000] 0.0 $49,656.42
15100447 MF104778 $122,434.65 $0.00 $0.00 $0.00]  $122,434.65
15100449 MF105285 $46,878.23 $0.00 $0.00 $0.00 $46,878.23
Total Due $218,969.30 $0.00 $0.00 s0.00] $218,969.30
Amt. Paid s gl




Energy Financial Management

SMAR Activity / Invoicing Approval

Auditor/Account Examiner: Amanda Allen

Company Name:
Customer Number:
Mineral File #:
Transaction Type:
Other / Invoice #:

Shell Western E & P
C000044963
MF104580

Limited Review

Previous Amount

Current Amount Date

AE / Reviewer’s Notes

Reviewer’s Signature

AR Notes

$49.656.42 04/09/15

Terminated lease billied
12/12 through 02/15

MM 4/29/20 10

i
/4

All original invoices must be approved.

All reductions in billing of more than $1000 must be approved.




Customer ID: ~ C000044963
Invoice Number: Auditor/AE: aallen
GLO Lease: MF104580 Billing Date: 4/9/2015
GLO Review: SHELL WESTERNE & P P&I Calculation Date: 4/30/2015
Review Period: JANUARY 2012 THROUGH FEBRUARY 2015 Royalty Rate: 100.000000%
(1) (2) (3) 4) (5 (6) (7) (8) (9) (10) (a1 (12) (13)
Month / Year |RRC Number| Gas Volume Tract Price BTU Gross Value Royalty Due Royalty Paid | Additional | Number of | Interest Rate Penalty Interest Revenue Due
Participation Royalty Due | Days Late | For Additional | From Additional | From Additional
Rate Royalty Royalty Royalty
v ' (1)x(2)x(3)x(4) | (5) * Royalty Rate (8)+(11)+(12)
Dec-12| 08-244453 2,719 0.16268767| $2.974971 0.947000 $1,246.23 $1,246.23 $469.07 $777.16 804 0.00% $0.00 $0.00 $777.16
Jan-13 08-244453 4600 0.16268767| $2.350301 0.952000 $1,674.45 $1,674.45 $418.41 $1,256.04 776 0.00% $0.00 $0.00 $1,256.04
Feb-13| 08-244453 4,801 0.16268767| $2.404396 0.960000 $1,802.87 $1,802.87 $450.68 $1,352.19 745 0.00% $0.00 $0.00 $1,352.19
Mar-13 08-244453 6,599 0.16268767| $2.521749 0.980000 $2,653.14 $2,653.14 $662.93 $1,990.21 715 0.00% $0.00 $0.00 $1,990.21
Apr-13| 08-244453 6,599| 0.16268767| $4.359700 0.975191 $4,564.35 $4,564.35 $518.69 $4,045.66 684 0.00% $0.00 $0.00 $4,045.66
May-13 08-244453 13,295| 0.16268767| $4.375000 0.975191 $9,228.07 $9,228.07 $455.45 $8,772.62 654 0.00% $0.00 $0.00 $8,772.62
Jun-13|  08-244453 516| 0.16268767| $4.257428 0.975316 $348.58 $348.58 $488.94 -$140.36 623 0.00% $0.00 $0.00 -$140.36
Jul-13 08-244453 8,955 0.16268767| $3.623877 0.984367 $5,196.98 $5,196.98 $26.76 $5,170.22 592 0.00% $0.00 $0.00 $5,170.22
Aug-13 08-244453 15,254 0.16268767| $3.623877 0.984367 $8,852.56 $8,852.56 $26.76 $8,825.80 562 0.00% $0.00 $0.00 $8,825.80
Sep-13| 08-244453 968| 0.16268767| $3.770000 0.978469 $580.92 $580.92 $102.37 $478.55 531 0.00% $0.00 $0.00 $478.55
Oct-13 08-244453 587| 0.16268767| $3.785000 0.983670 $355.56 $355.56 $55.85 $299.71 501 0.00% $0.00 $0.00 $299.71
Nov-13 08-244453 5,839 0.16268767| $3.985000 0.978566 $3,704.35 $3,704.35 $697.05 $3,007.30 470 0.00% $0.00 $0.00 $3,007.30
Dec-13| 08-244453 1,946| 0.16268767| $3.985000 0.978566 $1,234.57 $1,234.57 $697.05 $537.52 439 0.00% $0.00 $0.00 $537.52
Jan-14 08-244453 9,060 0.16268767| $3.985000 0.978566 $5,747.80 $5,747.80 $697.05 $5,050.75 41 0.00% $0.00 $0.00 $5,050.75
Feb-14 08-244453 2,780 0.16268767| $4.520806 0.400000 $817.85 $817.85 $125.91 $687.94 380 0.00% $0.00 $0.00 $687.94
Mar-14 08-244453 5,905 0.16268767| $4.698548 0.976060 $4,405.70 $4,405.70 $335.93 $4,069.77 350 0.00% $0.00 $0.00 $4,069.77
Apr-14 08-244453 4,553| 0.16268767| $4.698548 0.970911 $3,379.06 $3,379.06 $752.71 $2,626.35 319 0.00% $0.00 $0.00 $2,626.35
May-14 08-244453 21 0.16268767| $4.464000 0.970911 $14.81 $14.81 $536.35 -$521.54 289 0.00% $0.00 $0.00 -5521.54
Jun-14 08-244453 233| 0.16268767| $4.464000 3.970911 $671.93 $671.93 $536.35 $135.58 258 0.00% $0.00 $0.00 $135.58
Jul-14 08-244453 35| 0.16268767| $4.464000 0.970911 $24.68 $24.68 $536.35 -$511.67 227 0.00% $0.00 $0.00 -$511.67
Aug-14 08-244453 1,539 0.16268767| $4.464000 0.970911 $1,085.17 $1,085.17 $536.35 $548.82 197 0.00% $0.00 $0.00 $548.82
Sep-14| 08-244453 1,332 0.16268767| $4.464000 0.970911 $939.21 $939.21 $536.35 $402.86 166 0.00% $0.00 $0.00 $402.86
Oct-14 08-244453 967| 0.16268767| $3.712400 0.987020 $576.45 $576.45 $1,004.91 -$428.46 136 0.00% $0.00 $0.00 -$428 .46
Nov-14|  08-244453 1,016| 0.16268767| $3.640000 0.987030 $593.85 $593.85 $83.53 $510.32 105 0.00% $0.00 $0.00 $510.32
Dec-14 08-244453 777 0.16268767| $3.860000 0.978450 $477.42 $477.42 $39.66 $437.76 74 0.00% $0.00 $0.00 $437.76
Jan-15 08-244453 20| 0.16268767| $4.215000 0.984370 $13.50 $13.50 $136.82 -$123.32 46 0.00% $0.00 $0.00 -$123.32
Feb-15 08-244453 872| 0.16268767| $2.810000 1.000000 $398.64 $398.64 $0.00 $398.64 15 0.00% $0.00 $0.00 $398.64
TOTALS 101,788 $60,588.67 $60,588.70 $10,932.28 $49,656.42 $0.00 $0.00 $49,656.42
COMMENTS:

ACCORDING TO OUR RECORDS, THIS STATE LEASE TERMINATED EFFECTIVE 12/01/2012 DUE TO LACK OF PRODUCTION FOR PRODUCTION MONTHS SEPTEMBER 2012 THROUGH NOVEMBER 2012.

THE PRODUCING OF RRC WELL LEASE ID 08-244453 IS A TRESPASS. ROYALTY DUE AMOUNT BASED ON 100% OF PRODUCTION.

Comments:

Column (1) -—-Volumes were taken from RRC records for the above referenced rrc well ID.

Column (2)-—Tract participation rate for GLO Unit #4554.

Column (3) & (4) -—-Prices & Btu's shown were taken from the production royalty reports (GLO-2) submitted to the Texas General Land Office.

Price for production month taken from Houston Ship Channel Pricing.

COPY

NOTE 1 : PLEASE REMIT PAYMENT OF THIS INVOICE SEPARATELY FROM YOUR MONTHLY ROYALTY PAYMENTS. THE PREFERRED METHOD OF PAYMENT IS BY CHECK ACCOMPANIED WITH THE BOTTOM
HALF OF THE ATTACHED INVOICE. IF PAYMENT IS MADE THROUGH ACH DEBIT, NOTIFY THE AUDITOR AS TO THE REMITTANCE DATE SO THE INVOICE CAN BE PROPERLY CREDITED.

NOTE 2: GLO-2 REPORTS NEED TO BE FILED FOR THE ABOVE PRODUCTION MONTHS REFLECTING THE ACTUAL PRICES, BTU's AND ROYALTY DUE AMOUNTS.

ATTENTION: THIYAGARAJAN BALASUBRAMANIAN

CERTIFIED MAIL NUMBER: 7011 1150 0001 2418 7157
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George P. Bush, Commissioner

Texas General Land Office

Limited Review Billing PO Box 12873

Austin, TX 78711-2873
(800) 998-4456
8:00 - 5:00 M-F

Houston, TX 77001-0576

[\ /7
SWEPI LP O D) \V, Billing Date:  4/30/2015
PO Box 576 1’ Billing Due Date: 5/30/2015
Customer Number: C000044963

 Gas Royalty|

Totl D

Invoice

115100446 X |MF104580 $49,656.42 $0.00 $0.000  $0.00]  $49,656.42
15100447 MF104778 $122,434.65 $0.00 $0.00 $0.00]  $122,434.65
15100449 MF105285 $46,878.23 $0.00 $0.00 $0.00 $46,878.23
[ Total Due [ $218,969.30 $0.00 $0.00 50.00[ $218,969.30]

Penalty and interest have been calculated thru 4/30/2015. Payment remitted after 4/30/2015 will

result in additional penalty and interest charges.

Contact Info: Amanda Allen (512) 475-1544 or amanda.allen@glo.texas.gov

NOTICE
« Please update GLO1 and GLO2 production reports to correct volumes.

« Please do not update GLO3 report to include billed royalty, penalty or interest. This receivable has already

been recorded.

« For other royalty reporting questions, visit http://www.glo.texas.gov, call (512) 463-6850 or email us at

glo123@glo.texas.gov.

This notice does not constitute an Audit Billing Notice as defined in Section 52.135 of the Texas Natural Resources Code and, consequently,
does not preclude the TGLO from conducting further examinations of these leases, time periods or issues.

Limited Review Billing
SWEPI LP

Billing Date: 4/30/2015
Billing Due Date: 5/30/2015

Customer Number: C000044963

Mineral File

Detach and return with payment

Remit Payment To:
Texas General Land Office

PO Box 12873

Austin, TX 78711-2873

Total Due

15100446 |MF104580 $49,656.42 $0.00 $0.00 $0.00|  $49,656.42
15100447 MF104778 $122,434.65 $0.00 $0.00 $0.00|  $122,434.65
15100449 MF105285 $46,878.23 $0.00 $0.00 $0.00 $46,878.23)
Total Due $218,969.30 $0.00 $0.00 $0.00] $218,969.30
|Amt. Paid e =l o = -




Energy Financial Management

SMAR Activity / Invoicing Approval

Auditor/Account Examiner: Amanda Allen

Company Name:
Customer Number:
Mineral File #:
Transaction Type:
Other / Invoice #:

Shell Wester E & P
C000035489
MF105285

Limited Review

Previous Amount Current Amount Date AL / Reviewer's Notes Reviewer’s Signature |AR Notes
$46.878.23 04/09/15 Terminated lease billed at |MM 4/29/2015 /

100% for prod months
12/12 through 02/15

D\'—/

/

All original invoices must be approved.

All reductions in billing of more than $1000 must be approved.




Cll:stomer ID:

s C000044963
Invoice Number: Auditor/AE: aallen
GLO Lease: MF105285 Billing Date: 4/9/2015
GLO Review: SHELL WESTERNE & P P&l Calculation Date: 4/30/2015
Review Period: DECEMBER 2012 THROUGH FEBRUARY 2015 Royalty Rate: 100.000000%
(1) () (3) (4) (5) (6) (7) (8) (9) (10) (11) (12) (13)
Month / Year RRC Number| Gas Volume Tract Price BTU Gross Value Royalty Due Royalty Paid | Additional | Number of | Interest Rate Penalty Interest Revenue Due
Participation Royalty Due | Days Late | For Additional | From Additional | From Additional
Rate Royalty Royalty Royalty
(1)x(2)x(3)x(4) | (5) * Royalty Rate (8)+(11)+(12)
Dec-12 08-244453 2,719| 0.13803534 $2.975342 0.947000 $1,057.51 $1,057.51 $189.71 $867.80 804 0.00% $0.00 $0.00 $867.80
Jan-13 08-244453 4,600| 0.13803534 $2.349017 0.8952000 $1,419.94 $1,419.94 $169.22 $1,250.72 776 0.00% $0.00 $0.00 $1,250.72
Feb-13 08-244453 4,801 0.13803534 $2.403120 0.960000 $1,528.86 $1,528.86 $182.27 $1,346.59 745 0.00% $0.00 $0.00 $1,346.59
Mar-13 08-244453 6,599 0.13803534 $2.520076 0.980000 $2,249.61 $2,249.61 $268.11 $1,981.50 718 0.00% $0.00 $0.00 $1,981.50
Apr-13 08-244453 6,589 0.13803534 $4.359700 0.975191 $3,872.71 $3,872.71 $209.75 $3,662.96 684 0.00% $0.00 $0.00 $3,662.96
May-13 08-244453 13,285 0.13803534 $4.375000 0.975191 $7,829.72 $7,829.72 $256.24 $7,573.48 654 0.00% $0.00 $0.00 $7,573.48
Jun-13 08-244453 516 0.13803534 $4.257428 0.975316 $295.76 $295.76 $197.93 $97.83 623 0.00% $0.00 $0.00 $97.83
Jul-13 08-244453 8,955 0.13803534 $3.623877 0.984367 $4,409.47 $4,409.47 $10.63 $4,398.84 592 0.00% $0.00 $0.00 $4,398.84
Aug-13 08-244453 15,254] 0.13803534 $3.623877 0.984367 $7,511.12 $7,511.12 $10.63 $7,500.49 562 0.00% $0.00 $0.00 $7,500.49
Sep-13 08-244453 968 0.13803534 $3.770000 0.978469 $492.89 $492.89 $41.32 $451.57 531 0.00% $0.00 $0.00 $451.57
Oct-13 08-244453 587| 0.13803534 $3.785000 0.983670 $301.68 $301.68 $22.63 $279.05 501 0.00% $0.00 30.00 $279.05
Nov-13 08-244453 5,839] 0.13803534 $3.985000 0.978566 $3,143.02 $3,143.02 $282.07 $2,860.95 470 0.00% $0.00 $0.00 $2,860.95
Dec-13 08-244453 1,946 0.13803534 $3.985000 0.978566 $1,047.49 $1,047.49 $282.07 $765.42 439 0.00% $0.00 $0.00 $765.42
Jan-14 08-244453 9,060 0.13803534 $3.985000 0.978566 $4,876.82 $4,876.82 $282.07 $4,594.75 41 0.00% $0.00 $0.00 $4,594.75
Feb-14 08-244453 2,780 0.13803534 $4.520806 0.400000 $693.92 $693.92 $85.12 $608.80 380 0.00% $0.00 $0.00 $608.80
Mar-14 08-244453 5,905 0.13803534 $4.698548 0.976060 $3,738.10 $3,738.10 $135.53 $3,602.57 350 0.00% $0.00 $0.00 $3,602.57
Apr-14 08-244453 4,553 0.13803534 $4.698548 0.970911 $2,867.02 $2,867.02 5304.43 $2,562.59 319 0.00% $0.00 $0.00 $2,562.59
May-14 08-244453 21 0.13803534 $4.464000 0.970911 $12.56 $12.56 $216.92 -$204.36 289 0.00% $0.00 $0.00 -$204.36
Jun-14 08-244453 233| 0.13803534 $4.464000 3.970911 $570.11 $570.11 $216.92 $353.19 258 0.00% $0.00 $0.00 $353.19
Jul-14 08-244453 35| 0.13803534 $4.464000 0.970911 $20.94 $20.94 $216.92 -$195.98 227 0.00% $0.00 $0.00 -$195.98
Aug-14 08-244453 1,639 0.13803534 $4.464000 0.970911 $920.73 $920.73 $216.92 $703.81 197 0.00% $0.00 $0.00 $703.81
Sep-14 08-244453 1,332 0.13803534 $4.464000 0.970911 $796.89 $796.89 $216.92 $579.97 166 0.00% $0.00 $0.00 $579.97
Oct-14 08-244453 967 0.13803534 $3.712400 0.887020 $489.10 $489.10 $406.09 $83.01 136 0.00% $0.00 $0.00 $83.01
Nov-14 08-244453 1,016| 0.13803534 $3.640000 0.987030 $503.87 $503.87 $33.82 $470.05 105 0.00% $0.00 $0.00 $470.05
Dec-14 08-244453 777 0.13803534 $3.860000 0.978450 $405.08 $405.08 $16.20 $388.88 74 0.00% $0.00 $0.00 $388.88
Jan-15 08-244453 201 0.13803534 $4.215000 0.984370 $11.45 $11.45 $55.93 -544.48 46 0.00% $0.00 $0.00 -544.48
Feb-15 08-244453 872| 0.13803534 $2.810000 1.000000 $338.23 $338.23 $0.00 $338.23 15 0.00% $0.00 $0.00 $338.23
TOTALS 101,788 $51,404.62 $51,404.60 $4,526.37| $46,878.23 $0.00 $0.00 $46,878.23
COMMENTS:

ACCORDING TO OUR RECORDS, THIS STATE LEASE TERMINATED EFFECTIVE 12/01/2012 DUE TO LACK OF PRODUCTION FOR PRODUCTION MONTHS SEPTEMBER 2012 THROUGH NOVEMBER 2012.
THE PRODUCING OF RRC WELL LEASE ID 08-244453 IS A TRESPASS. ROYALTY DUE AMOUNT BASED ON 100% OF PRODUCTION.
Comments: Column (1) —Volumes were taken from RRC records for the above referenced rrc well ID.

Column (2)-—-Tract participation rate for GLO Unit #4554,

COPY

NOTE 1 : PLEASE REMIT PAYMENT OF THIS INVOICE SEPARATELY FROM YOUR MONTHLY ROYALTY PAYMENTS. THE PREFERRED METHOD OF PAYMENT IS BY CHECK ACCOMPANIED WITH THE BOTTOM
HALF OF THE ATTACHED INVOICE. IF PAYMENT IS MADE THROUGH ACH DEBIT, NOTIFY THE AUDITOR AS TO THE REMITTANCE DATE SO THE INVOICE CAN BE PROPERLY CREDITED.

Column (3) & (4) —Prices & Btu's shown were taken from the production royalty reports (GLO-2) submitted to the Texas General Land Office.
Price for production month 02/15 taken from Houston Ship Channel Pricing.

NOTE 2: GLO-2 REPORTS NEED TO BE FILED FOR THE ABOVE PRODUCTION MONTHS REFLECTING THE ACTUAL PRICES, BTU's AND ROYALTY DUE AMOUNTS.

ATTENTION: THIYAGARAJAN BALASUBRAMANIAN CERTIFIED MAIL NUMBER: 7011 1150 0001 2418 7157
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CHESAPEAKE OPERATING, INC. P.O. BOX 18496 OKLAHOMA CITY, OK 73154
LEASE OBLIGATION DEPOSIT RECEIPT

WE HAVE THIS DAY DECEMBER 14, 2011 TENDERED TO COMMISSIONER OF THE GENERAL LAND

THE SUM OF $10,520.60 DOLLARS FOR THE CREDIT OF PARTY OR PARTIES NAMED BELOW IN AMOUNT STATED
PURSUANT TO THE TERMS OF THE LEASE IDENTIFIED HEREIN, FOR THE PERIOD FROM 1/18/2012 TO 1/18/2014
COVERING LESSOR’S INTEREST IN LAND DESCRIBED AS:

TOWNSHIP: RANGE: SECTION: 41 BLOCK: 58/ SURVEY: PUBLIC SCHOOL LAND ABSTRACT: 2546 COUNTY: REEVES SHORT DESC: W2 OF

» 12704675
MF (04580

PAYMENT: PUGH RENTAL

LEASE NUMBER: TX0011480-000 LEASE DATE: 1/18/2005 PROSPECT: TOYAH
RECORDED BOOK: 703 PAGE: 289 ENTRY NUMBER: 2349 COUNTY/PARISH:REEVES STATE: TX
FOR CREDIT OF: ACCT: AMOUNT
e 000: 017397 COMMISSIONER OF THE GENERAL LAND
. .
. OF THE STATE OF TEXAS 1/2 ORIGINAL BONUS/ AC TO 4\$10,520.60
o 1700 N CONGRESS, STE 600 EXT DEEP RTS .
. STEPHEN F AUSTIN BUILDING 9/
Poiats 3™ AUSTIN TX 78701 (
e o
.
evcsse
. .
°
PLEASE SIGN
AND RETURN
IMPORTANT » / Subtotal $10,620.60
" - -
The attached check is for the person(s) named above. Please date, Date Received /H ,’ / / // BANK SERVICE
sign and return the attached receipts on the day you receive it. If ) CHARGE $.00
directed to a bank, please deposit the amount to the credit of the S[gn Here
-erpesocialoppelbocdboen i e i Hifei g Grand Total $10,520.60
to lease number. 14 Title Check No. 437180




CHESAPEAKE OPERATING, INC. P.O. BOX 18496 OKLAHOMA CITY, OK 73154
LEASE OBLIGATION DEPOSIT RECEIPT

WE HAVE THIS DAY DECEMBER 14, 2011 TENDERED TO COMMISSIONER OF THE GENERAL LAND
THE SUM OF $10,520.60 DOLLARS FOR THE CREDIT OF PARTY OR PARTIES NAMED BELOW IN AMOUNT STATED

PURSUANT TO THE TERMS OF THE LEASE IDENTIFIED HEREIN, FOR THE PERIOD FROM 1/18/2012 TO 1/18/2014
COVERING LESSOR’S INTEREST IN LAND DESCRIBED AS: ;

TOWNSHIP: RANGE: SECTION: 41 BLOCK: 58/ SURVEY: PUBLIC SCHOOL LAND ABSTRACT: 2546 COUNTY: REEVES SHORT DESC: W2 OF

PAYMENT: PUGH RENTAL

LEASE NUMBER: TX0011480-000 LEASE DATE: 1/18/2005 PROSPECT: TOYAH
RECORDED BOOK: 703 PAGE: 289 ENTRY NUMBER: 2349 COUNTY/PARISH:REEVES STATE: TX
FOR CREDIT OF: ACCT: AMOUNT
017397 COMMISSIONER OF THE GENERAL LAND
OF THE STATE OF TEXAS 1/2 ORIGINAL BONUS/ AC TO $10,520.60
1700 N CONGRESS, STE 600 EXT DEEP RTS
STEPHEN F AUSTIN BUILDING
AUSTIN TX 78701
IMPORTANT / / Subtotal $10,520.60
The attached check is for the person(s) named above. Please date, Date Received ."\ /2’) L 9 1 f/ BANK SERVICE
sign and return the attached receipts on the day you receive it. If 7 A)/(’ / CHARGE $.00
directed to a bank, please deposit the amount to the credit of the Sign Here J/ S Ll S/
TSON named abov ., S nd he recei he | \ ™
?ET:::?::ﬁiaf nﬁ? ceo:zgpg:‘dinzgrr‘e:ulrede,u;::aleem:i: ?::fz:‘er‘xce By ‘,M;&J ﬁ%{{ (:‘7/7,/{/% Grand Total $10,520.60
: i Title £z 7 Check No. 437180
CHESAPEAKE OPERATING, INC. Comerica Bank
DELAY RENTAL ACCOUNT 74-478/724 437180
P.O. Box 18496
Oklahoma City, OK 73154 DECEMBER 14, 2011
TEN THOUSAND FIVE HUNDRED TWENTY AND 60 /100 Dollars ******»»»*x%%
$10,520.60
PAYTOTHE  COMMISSIONER OF THE GENERAL LAND
OF THE STATE OF TEXAS
VOID AFTER 120 DAYS
1700 N CONGRESS, STE 600 NO THIRD PARTY ENDORSEMENTS
STEPHEN F AUSTIN BUILDING
AUSTIN TX 78701

Non-Negotiable

roooot 3 7150+
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File No. MF (046780
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Date Filed: __12/14 Z
Jerry E. ngerson. Comissioner
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Bee . : . __
' Lot et 3, MFI045<C
RECEIVED : S SR A
RRC OF TEXAS .
Plugging Record "lE 1 C‘ »'j”‘ RAILROAD COMMISSION OF TEXAS FORM W-3
OIL AND GAS DIVISION Rev. 12/92
O&G PFROS9S
APLND > Distri
Midland o o 42974 | iavaibine 42-389-32497 RRC Dt
FILE IN DUPLICATE WITH DISTRICT OFFICE OF DISTRICT IN WHICH . .
WELL IS LOCATED WITHIN THIRTY DAYS AFTER PLUGGING qu'}
& Yo
2. FIELD NAME (as per RRC Records) 3. Lease Name 5. Well Number
TOYAH, NW(SHALE) BLOCK 58 STATE 42 1H
6. OPERATOR 6a. Original Form W-1 Filed in Name of 10. County
SHELL WESTERN E&P REEVES
7. ADDRESS 6b. Any Subsequent W-1's Filed in Name of I )I*)f‘;:. lf:-‘l'll{j:a
P.0.BOX 576,HOUSTON, TX 77001
8. Lecatan of Well. Relatae to Nearest L ease Boundanes Feet From Line and Feet From| 12. Permit Number
of Lease on which this Well s 1 acated
\ Line of the Lease
9a. SECTION, BLOCK, AND SURVEY b ?L:\:'L“ und Direction from Nearest Town in thas P :j::::"lil:‘::l::
42 58 PSL :
lﬁ;(;ﬁ?'}‘? “'g! . Total Depth 17. If Multiple Completion List All Field Names and Oil Lease or Gas ID No's 1 E?m:‘_ lil_i!l;h.s
gl GAS 1D o 1-0 WELL e
GAS 12590 TVD/16400MD OlL LEASE = |Gns-G z
18 IfGas, Amt, of Cond. on 15. Date Well Plugged
Hand at time of Plugging
711212016
CEMENTING TO PLUG AND ABANDON DATA: PLUG #1 PLUG #2 PLUG #£3 PLUG #4 PLUG #5 PLUG #6 PLUG#7 | PLUG#8
*19. Commencing Date 77116 717116 719/16 711016 7111116 7112116 7112116
20. Size of Hole or Pipe in which Plug Placed (inches) 45 4.5 4.5 4.5 4.5 4.5 4.5
21. Depth to Bottom of Tubing or Drill Pipe (ft.) 11897 10560 8000 4300 1500 1102 550
*22. Sacks of Cement Used (inch plg) 20 20 70 70 100 20 250
*23. Slurry Volume Pumped *cu. ft.) 236 236 82.6 924 132 236 330
*24. Caleulated Top of Plug (fi) 11626 10289 7800 4100 1300 794 SURF
25. Measured Top of Plug (if la_g'_gcd} (ft) 7518 1200 SURF
*26. Slurry Wi # /Gal 15.6 15.6 15.6 14.8 14.8 14.8 14.8
*27. Type Cement H H H C C C C
25, CASING AND TUBING RECORD AFTER PLUGGING Ty g (omes Ovis [ o
SZE_| WI.AFT. | PUTINWELL (1) | LEFT NWELL (%) | HOLESIZE() | P [ Ao o oo = Yo e ad oy ot e T T
13-3}8 1660 1660 17_1[2 Formu if more space is neaded s
9-5/8 9021 9021 12-1/4
7-5/8 12875 12875 8-3/4
4-112 16312 16312 6-1/2
30. LIST ALL OPEN HOLE ANDIOR PERFORATED INTERVALS
FROM 11947 TO 16152 FROM 10
FROM TO FROM TO
FROM TO FROM TO
FROM T0 FROM TO
FROM TO FROM TO
I have knowledge that the cementing operations, as reflected by the information found on this form, were performed as indicated by such information
* Designated ttems to be completed by Cementing Company. ltems not so designated shall be completed by Operator
D07 2 e B |
i Key Energy Services
Signature of CemediecerRuthorized Representative Name of Cementing Company
CERTIFICATE;
naltics prescribed inn Sec. 91,163, Texas Nawral Resources Code, that I am authorized to make this report, that this
rgport Was prgpared by me or under my supervision and direction,, and that data and facts stated therein are true, correct, and complete,
e E)S_..E 7'!3/(3 l-'hom:;S ;?{- qc \( S-/)ﬂ{.“
REPRESENTATIVE OF COMPANY TITLE DATE AIC NUMBER

SIGNATURE: REPRESENTATIVE OF RAILROAD COMMISSION



1. Was Well filled with Mud-Laden F lusd [:ﬂ Ve 32, How was mud Applied? 33, Mud Weight

accorditg 1o the regulations of the

o S [J no  |Recirculator pump 10 LBS/GAL
34. Cotal Depth Other Fresh Water Source by T.D.W.R 35. Have all Abandoned Wells on this Lease been Plugged T ves
TOP BOTTOM y -
12590TVD/16400MD; __ 1000 1450 according to RRC Rules? Cd no
36. IfNO, Explain
Depth of Deepest
Fresh Water
500

37. Name and Address of Cementing or Service company who mixed and pumped cement plugs in this well Date RRC District Office

Key Energy Services P.O. Box 1068 Andrews, Tx 79714

notified of plugging  6/27/2016

38. Name and Addresses of Surface Owner of Well Site and Operators of Offset Producing Leases

39. Was Notice Given Before Plugging to Each of the Above?

FILL IN BELOW FOR DRY HOLES ONLY

40. For dry Holes, this Form must be accompanied by either a Driller's, Electric, Radioactivity or Acoustical/Sonic Log or such Log must be

released to a Commercial Log Service,

l:l Log Attached D Log released to Date

Type Logs:

D Driller's D Electric I:I Radioactivity I:I Acoustical/Sonic

41. Date FORM P-8 (Special Clearance) Filed?

42. Amount of Oil produced prior to Plugging bbls *
* File FORM P-1 (Oil Production Report) for month this oil was produced

RRC USE ONLY

Nearest Field

REMARKS 6-28-16 Notify TRRC of R/U assigned job # 42974.

7-1-16 Talk with Stephanie TRRC. Set CIBP @ 11,897".

7-6-16 Circulate Salt Gel Mud

7-7-16 Spot 20 sacks Class H 11897'-11,637'. Spot 20 sacks Class H 10,560'-10,300'".

7-9-16 Perforate @ 8000'. Establish rate. Squeeze 70 sacks Class H 8000'-7800'. WOC,

7-10-16 Tag plug @ 7518'". Perforate @ 4300'. Establish rate. Squeeze 70 sacks Class C 4300-4100".

7-11-16 Talk with Mary TRRC. Perforate @ 1500". Establish rate. Squeeze 100 sacks Class C 1500'-1300'".

Woc. Tag Plug @ 1200'. Perforate @ 1050". Attempt to establish rate. No rate. Test 2000 PSI. Loose 350 PS|

in 15 minutes.

7-12-16 Talk W/ Mark TRRC. He approved 20 sack spot. Spot 20 sacks Class C 1100'-808". POH pressure up

to 800 PSI. WOC. Perforate @ 550'. Establish rate and circualtion to surface. Squeeze 250 sacks Class C 550'-

Surface.




N

Via UPS Overnight
July 15, 2016

Texas General Land Office

Aten.: Mineral Leasing Division — FEnergy
Resources

Stephen F. Austin Bldg.

1700 N. Congress Ave.

Austin, Texas 78701

RE: Block 58 State 42 Well No. 1H

. ° . LA
e o @ ee @

° ° L] . L
e o o e e
e e ° .. ©.0
see @ eee v

Shell Western E&P

WCK E844

P.O. Box 576

Houston, Texas 770010576
Tel (832) 337 0549

Fax (832) 337 4373

Email george.mullen@shell.com
Internet hitp: / /www.shell.com

State Mineral Lease No. MEF104580, MEF104778 and ME105285

Reeves County, Texas

Dear Sir or Madam:

Enclosed for your review and further handling you will find a RRC Form W-3 for the recent

plugging of the subject well.

Should you require additional information or if I can be of any further help, please advise.

Sincerely,
SHELL WESTERN E&P

| Wﬂu&hﬂ_

George Mullen
Senior Regulatory Specialist

Fnclosure
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Kooy S County
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George P. ﬁmh, Commissioner
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WELL TIMELINE

Block 58 State 32 #1

Block 58 State 31-3 #1H

Block 58 State 42 #1H

APl # 42-389-32398 42-389-32452 42-389-32497
RRCID # 08-224464 08-245061 08-244453
Unit 4484 Unit 4554
MF105285 Lease Well MF105285, MF105490** & MF104782** MF104580, MF104778* & MF105285
Permit Issued 1/3/2006 1/24/2007 1/24/2007
Date Commenced 5/11/2007 6/15/2007 12/21/2007
Date Completed 6/3/2007 11/4/2007 6/9/2008
1st Production 12/1/2006 2/1/2008 8/1/2008
Shut-In Payment Received 11/1/2011 NA
Shut-In Affidavit Requested 11/19/2011 NA
Shut-In Affidavit Due 12/22/2011 NA
2nd Shut-In Payment Rec. 2/22/2012 NA
3rd Shut-In Payment Rec. 2/15/2013 NA
08/2011
Gaps 11/2012 - 04/2013 10/2011 -04/2013 09/2012 - 11/2012
06/2013 06/2013 - 07/31/2013 08/2013 - No Report
08/2013 - No Report 08/2013 - No Report
Termination Date 1/1/2013 12/1/2011 11/1/2012
Last Production 7/31/2013 5/31/2013 7/31/2013

*MF104778 is also part of Unit 5206, with producing well 42-389-32449, which terminated 08/2012 after a 61-day gap and for which the GLO gave Shell two

options.

**No second or third shut-in payment received.




Status of STATE LEASES MF105285-MF105490-MF104782

Chesapeake shut-in royalty and half bonus to extend deep rights

Covering Sections 31 & 32, Blk 58, PSL, Reeves Co TX

I

AP| 389-32452 (Blk 58 State 31-3 #1H), API 389-32398 (Blk 58 State 32 #1)

MF105285 Date Date 2nd Date 3rd Net
State Lease No. |[CHK Lease No. Lease Date |Term |Roy |Recdata shut-in pd shut-in pd shut-in pd Date 1/2 bonus pd Ac
MF105285C TX0016622-012 11/3/2004|5 years | 0.20|689/606 11/3/2011 2/21/2012 2/15/2013|* 11/4/2011 64.02
MF105285D TX0011621-001 2/18/2005(3 years | 0.25|702/695; 707/232 11/1/2011 2/21/2012 2/15/2013 640.1
MF105285E TX0016622-011 10/6/2004 |5 years | 0.20|687/702 12/5/2011 2/22/2012 2/15/2013 8/22/2012| 78.2466667
MF105285F TX0016622-009 10/6/2004 |5 years | 0.20|687/684 12/5/2011 2/22/2012 2/15/2013 8/23/2012| 78.24666667
MF105285G TX0016622-010 10/6/2004 |5 years | 0.20|687/693 12/5/2011 2/22/2012 2/15/2013 9/22/2012| 78.24666667
538.86
AP| 389-32497 (Blk 58 State 42 #1H), API 389-32452 (Blk 58 State 31-3 #1H), & API 389-32398 (Blk 58 State 32 #1)
Covering Sections 31,32 & 42, Blk 58, PSL, Reeves Co TX Date Date 2nd Date 3rd
State Lease No. |CHK Lease No. Lease Date |Term |Roy |Rec data shut-in pd shut-in pd shut-in pd Date 1/2 bonus pd
MF105285A 12/1/2005|3 years | 0.25|726/625 94.7735
MF1052858B TX0011622-008 12/1/2005|3 years | 0.25|726/639 11/1/2011 2/22/2012 2/15/2013 94.7735
MF105285H TX0011622-006 12/1/2005|3 years | 0.25(724/97 11/1/2011 2/21/2012 2/15/2013 94.7735
MF105285| TX0011622-005 & -007|  12/1/2005|3 years | 0.25|724/82 twice on 11/1/11 |twice on 2/22/12|twice on 5/15/13 94.7735
MF105285) TX0011622-004 9/1/2005 |3 years | 0.25/724/31 11/1/2011 2/22/2012 2/15/2013 63.18
MF105285K TX0011622-003 9/1/2005|3 years | 0.25|724/16 11/1/2011 2/21/2012 2/15/2013 31.59
MF105285L TX0011622-002 9/1/2005|3 years | 0.25/724/1 11/1/2011 2/22/2012 2/15/2013 15.8
MF105285M TX0011622-001 12/1/2005|3 years | 0.25|721/249 15.7955
505.4595
API389-32452 (Blk 58 State 31-3 #1H)
MF104782 TX0011467-000 10/20/2004 |5 years 0.2|689/31 11/1/2011 9/22/2011|160/160
API|389-32452 (Blk 58 State 31-3 #1H)
MF105490 TX0011475-000 3/1/2005 |3 years | 0.25/701/22 11/1/2011

* Refunded 11/28/11; lease had no severance provision; didn't require 1/2 bonus to maintin deep rights.

Shut-in affidavit requested on 11/19/2011.




Status of STATE LEASES MF105285-MF105490-MF104782
Chesapeake shut-in royalty and half bonus to extend deep rights

Wells and Status

AP| 389-32452 (Blk 58 State 31-3 #1H)

Appears this is

the well

on whi

ch shut-in payments were made.

No production 10/2011 - 4/2013

92 mcf in May 2013

No production 6/2013 - 7/2013

Aug & Sept 2013 - No Rpt

AP| 389-32398 (Blk 58 State 32 #1)

|

No production 5/2010 - 6/2010

No production 2/2011 - 5/2011

No production 12/2011-01/2012

No production 4/2012 - 6/2012

No production 11/2012 - 4/2013

No Rpt Aug - Sept 2013

APl 389-32497 (Blk 58 State 42 #1H)

3 mo no production: 9/12 - 11/12

No Rpt Aug - Sept 2013




@-

weno ME 109580

County
Well Timeline.
Date Filed: 3'/ ZS// L2

George P. Bush, Commissioner
" i




TEXAS GENERAL LAND OFFICE
GEORGE P. BUSH, COMMISSIONER

January 13, 2020 Certified Mail# 7011-1150-0001-2420-7145

Chesapeake Operating, LLC.

6100 N. Western Avenue

Oklahoma City, OK 73118

Attention: Lacy McCornack, Accounting Manager

RE: Final Audit Billing Notice for State Leases MF104792. MF084110. MF106201, MF109267 and other Toyah
State Leases (in Exhibit A)

Dear Ms. McCornack:

The Texas General Land Office (GLO) has completed the audit of above referenced state leases (and other Toyah
State leases on Exhibit A) that were operated and/or held by Chesapeake Operating, LL.C. (Chesapeake). The
audit covered the reporting period of January 2008 through March 2013. This letter constitutes an Audit Billing
notice as defined in Section 52.135(c) of Texas Natural Resources Code. The audit resulted in the determination
of additional amounts due as follows:

Royalty  $1,556,486.81
Penalty $177,610.41
Interest $1.481.854.03

Total $3.215951.25

Interest has been computed through August 31, 2019 in accordance with Section 52.131 of the Texas Natural
Resources Code and will continue to accrue until the royalty has been paid.

The following documents are attached in support of our findings:
» Attachment I - Summary of the audit exceptions by lease;

> Attachment II — Final Audit Report which includes a brief discussion of the audit exceptions and
recommendations;

> Attachment III - The procedures used for assessment of penalties and interest; and
> Attachment I'V - Various schedules and documents that support royalty calculations

To ensure your company remains in good standing with the GLO, please respond within 30 days from the receipt
of this Final Audit Billing Notice with your payment, or to request a hearing before the

Stephen F. Austin Building « 1700 North Congress Avenue * Austin, Texas 78701-1495
P.O. Box 12873 » Austin, Texas 78711-2873
512.463.5001 - 800.998.4GLO

glo.texas.gov



Chesapeake Operating, LLC.
January 13, 2020
Page 2

Commissioner, or his representative, for redetermination of such assessment. In order to ensure proper credit, your
payment should be mailed with your audit billing notice, to the following address:

Texas General Land Office
Stephen F. Austin Building
1700 North Congress Avenue
Austin, Texas 78701-1495

For any questions or additional information on this audit, please contact Brian B. Raygon at 512-463-0154 or send

an email to brian.raygon@glo.texas.gov.

Sin r(js
J. Dale Sump, CPA

Director of Minerals Audit
Texas General Land Office
(512) 463-2921 / dale.sump@glo.texas.gov

Attachments
Ltr. Log #0294



Attachment |




Summary of Audit Exceptions (Attachment I)

Lease/Unit State Lease Worlkpaper Additional Gas Penalty Interest Total Gas Production
Well Name Number Referenceft Royalty Due through through Revenue Months
08/31/19 08/31/19 Amount Covered
Pelican Ranch & Robertson State Units 1 MF104792 D.1.23 $117,401.74 $11,805.98 $131,473.45 $260,681.17 1/2008 through 3/2013
Harrison State 2 MF104871 D.1.26 $170,812.60 $17,298.97 $165,370.03 $353,481.60 1/2008 through 3/2013
Darden State 71-26-1H 3 MF104585 D127 $35,211.58 $3,534.30 $11,867.90 $50,613.78 1/2008 through 3/2013
Darden State 71-26-1H 4 MF108655 D.1.29 $25,760.53 $2,595.43 $8,971.51 $37,327.47 1/2008 through 3/2013
Wright State Non-unit & Jobe State Unit 5 MF104186 D.1.30 $60,571.32 $6,147.71 $69,337.04 $136,056.07 1/2008 through 3/2013
Wright State Non-unit & Jobe State Unit 6 MF107630 D.1.31 $5,222.47 $1,054.14 $5,918.45 $12,195.06 1/2008 through 3/2013
Yada State 7 MI105495 D.1.32 $73,034.10 $7,521.51 $83,109.78 $163,665.39 1/2008 through 3/2013
Torrez State 61-11 8 MF104587 D.1.33 $41,714.56 $4,417.20 $37,026.77 $83,158.53 1/2008 through 3/2013
Torrez State 61-1H 9 MF104601 D.1.35 $19,691.33 $2,219.26 $15,552.98 $37,463.57 1/2008 through 3/2013
Brackenridge State 57-44-1 10 MF105848 D.1.36 $66,386.95 $6,744.39 $56,641.82 $129,773.16 1/2008 through 3/2013
Block 59 State 27-11-1 11 MF104524 D.1.37 $805.25 $258.94 $2,364.30 $3,428.49 1/2008 through 3/2013
Block 59 State 27-11-1 12 MFI104530 D.1.38 $70,077.39 $7,038.63 $50,798.63 $127,914.65 1/2008 through 3/2013
Block 59 State 27-11-1 13 MF104539 D.1.39 $28,645.53 $3,056.07 $26,506.76 $58,208.36 1/2008 through 3/2013
Jobe State 70-58-1H 14 MF104187 D.1.40 $66,527.36 $6,863.77 $71,785.76 $145,176.89 1/2008 through 3/2013
Block 59 State 35-1H 15 MF103430 D.1.42 $36,150.35 $3,655.27 $23,154.50 $62,960.12 1/2008 through 3/2013
Jobe State 70-1/C-17-18 16 MF104185 D.1.43 $57,375.33 $6,201.43 $64,324.74 $127,901.50 1/2008 through 3/2013
Caldwell State 71-5-1H 17 MF104190 D.1.44 $15,353.63 $1,751.66 $14,945.44 $32,050.73 1/2008 through 3/2013
Caldwell State 71-5-1H 18 MF104191 D.1.45 $46,086.16 $4,634.81 $44.867.68 $95,588.65 1/2008 through 3/2013
Johnson State 56-10-1 19 MF102645 D.1.46 $27,859.69 $2,884.52 $34,437.38 $65,181.59 1/2008 through 3/2013
Block 58 State Unit Wells 20 MF105285 D.1.47 $38,573.99 $4,010.42 $29,846.71 $72,431.12 1/2008 through 3/2013
MecClure State 72-23 1H 21 MF105243 D.1.48 $8,112.84 $1,141.38 $8,616.40 $17,870.62 1/2008 through 3/2013
McClure State 72-23 1H 22 MF105497 D.1.49 $25,404.10 $2,684.14 $26,661.03 $54,749.27 1/2008 through 3/2013
Hodge ST 70-24, Jobe ST 72-7, Lowe ST 72-8 23 MF104184 D.1.50 $56,178.45 $5,926.06 $64,335.89 $126,440.40 1/2008 through 3/2013
Methodist ST 72-38 24 MF108406 D.1.51 $31,229.60 $3,296.19 $19,580.27 $54,106.06 1/2008 through 3/2013
Grove ST 72-21 25  MF105245 D.1.54 $39,744.96 $4.205.40 $39,339.80 $83,290.16 1/2008 through 3/2013
Grove ST 72-21 26 MF105320 D.1.55 $6,599.95 $1,185.80 $6,304.99 $14,090.74 1/2008 through 3/2013
Grove ST 72-21 27 MF106675 D.1.56 $1,644.48 $725.89 $1,570.35 $3,940.72 1/2008 through 3/2013
Grove ST 72-21 28  MF107499 D.1.57 $1,314.60 $700.00 $1,255.86 $3,270.46 1/2008 through 3/2013
Grove ST 72-21 29 MF109204 D.1.58 $10,868.50 $1,618.07 $8,999.83 $21,486.40 1/2008 through 3/2013

Page 1 of 2



Lease/Unit State Lease Workpaper Additional Gas Penalty Interest Total Gas Production
Well Name Number Reference# Royalty Due through through Revenue Months
08/31/19 08/31/19 Amount Covered
Grove ST 72-21 30 MF109189 D.1.60 $1,067.37 $575.00 $1,020.28 $2,662.65 1/2008 through 3/2013
Block 58 ST 40-14 & ST 42-1H 31 MF104778 D.1.61 $33,431.77 $3,529.30 $18,889.76 $55,850.83 1/2008 through 3/2013
Block 58 ST 40-14 32 MF104548 D.1.62 $19,180.95 $2,440.13 $18,307.74 $39,928.82 1/2008 through 3/2013
Block 58 ST 40-14 33 MF105287 D.1.63 $5,972.00 $820.53 $5,971.22 $12,763.75 1/2008 through 3/2013
Block 58 ST 40-14 34 MF107619 D.1.64 $4,849.38 $1,210.11 $3,607.67 $9,667.16 1/2008 through 3/2013
Block 58 ST 40-14 & ST 42-1H 35 MF107733 D.1.66 $3,777.16 $717.75 $3,783.08 $8,277.99 1/2008 through 3/2013
Block 58 ST 40-14 36 MF107769 D.1.67 $8,743.67 $1,435.89 $4,821.60 $15,001.16 1/2008 through 3/2013
Block 58 8T 42-1H 37  MF104580 D.1.68 $14,231.69 $1,762.90 $7.575.78 $23,570.37 1/2008 through 3/2013
Block 58 ST 42-1H 38 MF107612 D.1.70 $764.51 $202.79 $1,383.69 $2,350.99 1/2008 through 3/2013
Lowe ST 72-8 39 MF105534 D.1.73 $19,303.67 $2,295.64 $24211.92 $45,811.23 1/2008 through 3/2013
Block 59 ST 37-1H 40 MF104526 D.1.74 $15,100.95 $1,844.85 $12,624.43 $29,570.23 1/2008 through 3/2013
Block 59 ST 37-1H 41 MF105485 D.1.75 $2.951.39 $430.31 $4,354.67 $7,736.37 1/2008 through 3/2013
Block 59 ST 37-1H 42 MF107610 D.1.76 $1,639.72 $313.46 $2,419.30 $4,372.48 1/2008 through 3/2013
Shuffield 72-14 43 MFI108598 D.1.77 $11,559.34 $2,034.42 $13,015.83 $26,609.59 1/2008 through 3/2013
Shuffield 72-14 44 MF108599 D.1.78 $11,505.14 $2,030.36 $12,954.85 $26,490.35 1/2008 through 3/2013
Hill State 71-4 45 MF105230 D.1.79 $8,803.83 $1,594.23 $9,351.52 $19,749.58 1/2008 through 3/2013
Hill State 71-4 46 MF105236 D.1.80 $3,956.07 $1,082.59 $4,201.69 $9,240.35 1/2008 through 3/2013
Hill State 71-4 47  MF105494 D.1.81 $3,205.23 $927.68 $3,404.19 $7.537.10 1/2008 through 3/2013
Hodge ST 70-24 48  MF104981 D.1.82 $5,080.79 $574.60 $5,999.92 $11,655.31 1/2008 through 3/2013
Lowe ST 72-8 49  MF105532 D.1.83 $4,825.67 $1,154.06 $6,052.98 $12,032.71 1/2008 through 3/2013
Lowe ST 72-8 50 MF105433 D.1.84 $3,602.79 $980.71 $4,519.11 $9,102.61 1/2008 through 3/2013
Lowe ST 72-8, Jobe ST 72-7 51 MF105499 D.1.85 $4,391.12 $1,090.11 $4.847.66 $10,328.89 1/2008 through 3/2013
Block 58 ST 31-3 52 MF104780 D.1.86 $2,481.59 $770.91 $2,691.22 $5,943.72 1/2008 through 3/2013
Block 58 ST 31-3 53 MF104781 D.1.88 $2,928.11 $841.89 $3,163.59 $6,933.59 1/2008 through 3/2013
Block 58 ST 31-3 54  MF104782 D.1.87 $4,804.73 $953.22 $5,191.20 $10,949.15 1/2008 through 3/2013
Block 58 ST 31-3 55 MF105291 D.1.89 $1,601.56 $719.75 $1,730.33 $4,051.64 1/2008 through 3/2013
Block 58 ST 31-3 56  MF105490 D.1.90 $4,504.73 $913.96 $4,866.99 $10,285.68 1/2008 through 3/2013
Block 58 ST 31-3 57 MF106627 D.1.91 $2,323.42 $795.92 $2,500.20 $5,619.54 1/2008 through 3/2013
Block 58 ST 31-3, Block 55 T5 ST 31-1H 58 MF106641 D.1.92 $807.14 $550.00 $874.02 $2,231.16 1/2008 through 3/2013
Block 58 ST 31-3 59  MFI108251 D.1.93 $749.55 $550.00 $810.68 $2,110.23 1/2008 through 3/2013
Hodge ST 70-24 60  MF104982 D.1.94 $3,010.65 $545.24 $4,667.57 $8,223.46 1/2008 through 3/2013
Hodge ST 70-24 61  MF105825 D.1.95 $3,763.53 $463.29 $4.444.32 $8,671.14 1/2008 through 3/2013
Jobe ST 72-7 62  MF106243 D.1.96 $1,168.28 $300.00 $387.93 $1,856.21 1/2008 through 3/2013
Vaquillas Ranch 63  MFO84110 D.1.99 $49,771.57 $5,007.93 $58,300.44 $113,079.94 1/2008 through 12/2010
Indus-State & Ford Unit 64  MF106201 D.1.100 $108,208.35 $10,860.79 $93,651.59 $212,720.73 1/2008 through 12/2012
Ford Unit 65  MF106600 D.1.104 $876.91 $112.75 $289.01 $1,278.67 1/2008 through 12/2012
I $1,559,303.67 $177,610.41 $1,481,854.03 $3,218,768.11 Sub-total Amount I
|MBF Non-unit 66  MF104874 D.1.41 ($2,816.86) $0.00 $0.00 ($2.816.86)  1/2008 through 3/2013 _|
[ 51,556,486.81  $177,610.41 $1,481,854.03 $3215,951.25  Total Amount |
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ATTACHMENT IT

Final Audit Report
Chesapeake Operating, LLC.
Discussion of Audit Exceptions

The Texas General Land Office (GLO) has reviewed the payment of royalties made by Chesapeake Operating,
LLC. (Chesapeake) on selected State Leases for the period January 2008 through March 2013, Our review
consisted of examining the components that comprise the royalty payments: volume, price, and royalty interest.

Our examination of volumes consisted of comparing amounts reported to the State with documents both produced
by Chesapeake and third-party documents provided to Chesapeake. Prices reported by the royalty payor(s) were
compared to governing provisions of the leases, statutes, rules, agreements and contracts. The appropriate royalty
interest was verified by comparison to the governing contractual agreements. Other procedures were used, as we
considered necessary to enable us to determine if royalties were reported and computed properly.

As a result of our audit, we have concluded the State is due additional royalty. The exceptions and related details
for the audit exceptions are summarized below. Discrepancies noted in the audit period are calculated from January
2008 through March 2013,

COUNTY NAME LEASE# LEASE TYPE AUDIT PERIOD
Reeves MF104792 Relinquishment Act Lands 1/2008 thru 3/2013
Webb MF084110 Relinquishment Act Lands /2008 thru 12/2010
Tarrant MF106201 Department of Corrections 1/2008 thru 12/2012
Tarrant MEF109267 Mental Health & Retardation 1/2008 thru 12/2012

For complete listing of andited State leases, see Exhibit 4.
Under-reporting of Non-Processed Gas Volumes (Audit Exception# 1):

Audit Exception Overview

The review of non-processed Gas volumes comprised on and off-lease fuel, unaccounted Gas and Gas sales. Our
testing indicated material volume differences among Chesapeake’s Wellhead Meter Statements, Allocation
Statements, and GLO Reports. Specifically, the auditor noted material difference between “Theo MMBtu” gas
from the Allocation Statements and MMBtu Gas from GLO-2 Reports. Note that “Theo MMBtu” gas from the
Allocation Statements can be traced to Wellhead Meter Statements when Gas Lift is deducted. The Gas volumes
in these meter statements were produced at the lease; they were measured after oil, gas and water were separated
and before being commingled with other Gas volumes in the area. For production months in which meter
statements were not available (January 2008 through December 2009), the auditor reviewed and compared Gas
volumes on Daily Reports (provided by Chesapeake) to those in the Allocation Statements and noted that Gas
volumes from both records were comparable. Finally, due to material differences in a comparison of prices
conducted between MMBtu Gas prices and prices from GLO-2 Reports, the auditor notified Chesapeake that the
Weighted Average Selling Price (WASP) would be used to recalculate the GLO’s Gas royalties.

MF104792 Lease Agreement Relevant Royalty Provision

According to Section 4, Paragraph (B) entitled 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 1/5 part of the gross production or the market
value thereof, at the option of the owner of the soil or the Commissioner of the General Land Office, such value
to be based on the highest market price paid or offered for gas of comparable quality in the general area where
produced and when run, or the gross price paid or offered to the producer, whichever is greater...”
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MF084110 Lease Agreement Relevant Royalty Provision

According to Section 3, Paragraph (b) entitled Non-Processed Gas: “As a 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) One-fourth (1/4) part of the gross production or the
market value thereof, at the option of the owner of the soil or the Commissioner of the General Land Office, such
value to be based on the highest market price paid or offered for gas of comparable quality for the field where
produced and when run, or the gross price paid or offered to the producer, whichever is greater...”

MF106201 and MF109267 Lease Agreement Relevant Royalty Provision

According to Section 4, Paragraph (B) entitled Non-Processed Gas: “As a 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) 1/4 part of the gross production or the market value
thereof, at the option of the Lessor, such value to be based on the highest market price paid or offered for gas
comparable quality in the general area where produced and when run or the gross price paid or offered to the
producer, whichever is greater...”

MF106600 Lease Agreement Relevant Royalty Provision

According to Section 3, Paragraph (b) entitled Non-Processed Gas: “To pay Lessor on gas and casinghead gas
produced from said land (1) when sold by lessee 1/4 of the amount realized by Lessee, computed at the mouth of
the well, or (2) when used by Lessee off said land or in the manufacture of gasoline or other products, the market
value, at the mouth of the well, of 1/4 of such gas and casinghead gas...”

ADDITIONAL ROYALTY DUE: $1,506,715.24
Under-reporting of Processed Gas and NGLs (Audit Exception# 2)

A review of the field schematics indicated that State gas volumes were commingled with other gas volumes in the
area; then production was sent to gas plants (i.e. Houston Central Plant CP) for processing of NGL and Residue
Gas volumes. After processing, NGLs and Residue Gas were sold. To review and determine Processed Gas and
NGL volumes and values, the auditor used the GLO’s Processed Gas Model (PGM). The PGM simulates the
Natural Gas Fractionation process that allows us to compute volume and value of products available in the gas
stream.

The GLO used the following source documents as inputs into the PGM to determine the gross value and volume of
NGL and Residue: The Gas Plant Settlement statements (Net Deliveries, Meter Totals Theoretical and Allocated
Gallons, Plant Fuel Usage Percentage, Gas Mol% and prices for NGLs & Residue). Note that Inlet Gas volumes
from the allocation statements were used as inlet gas inputs when gas meter statements were not available. The
results from the PGM and GLO-2 Reports indicated material differences on Residue Gas, NGL volumes and values.
Consequently, the PGM was used to determine the additional royalties due to the GLO.

MF084110 Lease Agreement Relevant Royalty Provision

According to Section 3, Paragraph (c) entitled Processed Gas: “As a royalty on any gas processed in a gasoline
plant or other plant for the recovery of gasoline or other liquid hydrocarbons, One-fourth (1/4) part of the residue
gas and the liquid hydrocarbons extracted or the market value thereof, at the option of the owner of the soil or the
Commissioner of the General Land Office. All royalties due herein shall be based on one hundred percent (100%)
of the total plant production of residue gas atiributable to gas produced from this lease, and on fifty percent (50%)
or that percent accruing to Lessee, whichever is greater, of the total plant production of liquid hydrocarbons
attributable to the gas produced from this lease...”

ADDITIONAL ROYALTY DUE: $49,771.57

Gas Royalty Overpayment (Audit Exception# 3)
Detail Testing results indicated that Chesapeake continued to report and pay royalties after the unit and
associated State leases in the unit had expired, which resulted in royalty overpayments. Incorrect Btu Factors
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were used on GLO-2 Production Reports (GLO-2) that resulted in overpayment. Noted MMBtu Gas Differences
between Allocation Statements and GLO-2, misallocated MMBtu Gas among unitized leases and Chesapeake
used incorrect Net Royalty Interest (NRI) that resulted in gas royalty overpayments. For MF104874,
Chesapeake used Btu Factor of 1 instead of the actual Btu Factors from Wellhead Meter Statements of
0.7772213 and 0.859148 in reporting gas volumes. As a result, the auditor applied these overpayments as credifs
to audited State leases with outstanding balances and calculated the remaining balance.

TOTAL APPLIED GAS ROYALTY CREDIT: - $163,942.31
For an overview of this credit, see Exhibit B

Audit Exception #1 & #2 Resolution

After several months of discussion between the GLO and Chesapeake personnel via telephone, it was agreed upon
that the MMBtu Gas from the Wellhead Meter Statements are reliable and can be used to recalculate the GLO’s
royalty on non-processed gas. Also, that Wellhead MMBtu Gas from the Allocation Statements are not just
“Theoretical Gas” as previously indicated by Chesapeake personnel in response to the Draft Audit Billing Notice.
The auditor demonstrated (using field schematics) that the Wellhead Meter Statements included Gas measured
when the gas was first separated from water and condensate. Furthermore, the Detail Testing results indicated that
Wellhead MMBtu Gas from the Allocation Statements are comparable to those in the Wellhead Meter Statements
(and Daily Reports for 2008 and 2009 production months when Meter Statsments were not provided) when Gas
Lift is deducted. Therefore, the Wellhead MMBtu Gas from the Allocation Statements are royalty bearing.

To determine Non-Processed Gas royalty valuation, the auditor multiplied the MMBt Gas from the Wellhead
Meter Statements (or Allocation Statements and Daily Reports) by the Lease Royalty Rate or by the State Lease
Net Royalty Interest (NRI) to determine State’s Production in MMBtu’s. The State’s production MVIBtu Gas were
then multiplied by the MMBtu WASP (as agreed upon by GLO and Chesapeake) from the purchase statements to
arrive with Gas Royalty Due. Lastly, the recalculated Gas Royalty Due was then subtracted by the Gas royalty
payments reported to the GLO to attain the Additional Gas Royalty Due.

To determine the Processed Gas royalty, the auditor multiplied Processed Gas Values by the Lease Royalty Rate
or by the State Lease Net Royalty Interest (NRI) to determine Royalty Due. Gas Royalty Due was subtracted from
the Gas royalty payments reported to the GLO to determine Additional Gas Royalty Due. The key factors
contributing to these differences were attributed to the allocation of Residue Gas and NGLs” molecular balance
and values; the reporting of Residue Gas volumes and NGLs to the GLO in compliance with the lease agreements.

For more information on royalty provisions used in the audit for other State leases, see lease agreement(s) of
applicable audited leases.

Total Additional Royalty Due: $1.556,486.81
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ATTACHMENT II

GLO Recommendations
Chesapeake Operating, LL.C.

1. AE# 1 —Under-reporting of Non-Sales Gas Volumes:
Recommendations: Measure on-and off-lease firel and report and pay royalties on these volumes to the
GLO, including unaccounted gas volumes. Compare Wellhead Meter Statements to Allocated Gas from
the Allocation Statements and review material differences. Pay the GLO on its royalties based on Gas
Gross Production. Use the price based on the highest market price paid or offered for gas of
comparable quality in the general area.

2. AE# 2 — Under-reporting of Processed Gas and NGL Sales Volumes:
Recommendations: Review the volumes returned for Residue Gas and NGLs from the Plant Settlement
Statements to determine and allocate each product by molecular balance, including State leases. Pay the
GLO'’s royalties on Residue Gas Volumes at 100% per the State Lease Agreement. Communicate and
request “Permission to Commingle” with the GLO and solicit guidance from the GLO's Engineers in
reporting Non-processed Gas, Residue Gas and NGL Components to the GLO.
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County Name Lease#
Reeves MF104792
Reeves MF104871
Reeves MF104585
Reeves MF108655
Reeves MF104186
Reeves MF107630
Reeves MF105495
Reeves MF104587
Reeves MF104601
Reeves MFE105848
Reeves MF104524
Reeves MF104530
Reeves MF104539
Reeves MF104187
Reeves MF104874
Reeves MF103430
Reeves MF104185
Reeves MF104190
Reeves MF104191
Reeves MFE102645
Reeves MF105285
Reeves MF105243
Reeves MF105497
Reeves MF104184
Reeves MF108406
Reeves MF105229
Reeves MF105245
Reeves MF105320
Reeves MF106675
Reeves MFE107499
Reeves MF109204
Reeves MF109205
Reeves MF109189
Reeves MF104778
Reeves MF104548
Reeves MF105287
Reeves MF107619

Chesapeake Audit

Exhibit A
Lease Type

Relinquishment Act Lease
Relinquishment Act Lease
Upland Fee
Relinquishment Act Lease
Relinquishment Act Lease
Relinquishment Act Lease
Relinquishment Act Lease
Upland Fee
Upland Fee
Relinquishment Act Lease
Relinquishment Act Lease
Relinquishment Act Lease
Relinquishment Act Lease
Relinquishment Act Lease
Free Royalty Lease
Relinquishment Act Lease
Relinquishment Act Lease
Relinguishment Act Lease
Relinquishment Act Lease
Relinquishment Act Lease
Relinquishment Act Lease
Relinquishment Act Lease
Relinquishment Act Lease
Relinquishment Act Lease

Surface Sold - All Minerals Reserved

Relinquishment Act Lease
Relinquishment Act Lease
Upland Fee
Relinguishment Act Lease
Relinquishment Act Lease
Relinquishment Act Lease
Relinquishment Act Lease
Relinquishment Act Lease
Relinquishment Act Lease
Relinquishment Act Lease
Relinquishment Act Lease
Relinquishment Act Lease

Exhibit A

Audit Period

1/2008 through 3/2013
1/2008 through 3/2013
1/2008 through 3/2013
1/2008 through 3/2013
1/2008 through 3/2013
1/2008 through 3/2013
1/2008 through 3/2013
1/2008 through 3/2013
1/2008 through 3/2013
1/2008 through 3/2013
1/2008 through 3/2013
1/2008 through 3/2013
1/2008 through 3/2013
1/2008 through 3/2013
1/2008 through 3/2013
1/2008 through 3/2013
1/2008 through 3/2013
1/2008 through 3/2013
1/2008 through 3/2013
1/2008 through 3/2013
1/2008 through 3/2013
1/2008 through 3/2013
1/2008 through 3/2013
1/2008 through 3/2013
1/2008 through 3/2013
1/2008 through 3/2013
1/2008 through 3/2013
1/2008 through 3/2013
1/2008 through 3/2013
1/2008 through 3/2013
1/2008 through 3/2013
1/2008 through 3/2013
1/2008 through 3/2013
1/2008 through 3/2013
1/2008 through 3/2013
1/2008 through 3/2013
1/2008 through 3/2013
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Reeves
Reeves
Reeves
Reeves
Reeves
Reeves
Reeves
Reeves
Reeves
Reeves
Reeves
Reeves
Reeves
Reeves
Reeves
Reeves
Reeves
Reeves
Reeves
Reeves
Reeves
Reeves
Reeves
Reeves
Reeves
Reeves
Reeves
Reeves
Reeves
Reeves
Webb
Tarrant
Tarrant
Tarrant

Chesapeake Audit

MF107733
MF107769
MF104580
MF105289
MF107612
MF108664
MF105534
MF104526
MF105485
MF107610
MF108598
MF108599
MF105230
MF105236
MF105494
MF104981
MF105532
MF105433
MF105499
MF104780
MF104781
MF104782
MF105291
MF105490
MF106627
MF106641
MF108251
MF104982
MF105825
MF106243
MF084110
MF106201
MF109267
MF106600

Relinquishment Act Lease
Relinquishment Act Lease
Upland Fee
Relinquishment Act Lease
Relinquishment Act Lease
Relinquishment Act Lease
Relinquishment Act Lease
Relinquishment Act Lease
Relinquishment Act Lease
Relinquishment Act Lease
Free Royalty Lease
Free Royalty Lease
Relinguishment Act Lease
Relinquishment Act Lease
Relinquishment Act Lease
Relinquishment Act Lease
Relinquishment Act Lease
Relinquishment Act Lease
Relinquishment Act Lease
Relinquishment Act Lease
Relinquishment Act Lease
Relinquishment Act Lease
Relinquishment Act Lease
Relinquishment Act Lease
Relinquishment Act Lease
Relinquishment Act Lease
Free Royalty Lease
Relinquishment Act Lease
Relinquishment Act Lease
Relinquishment Act Lease
Relinquishment Act Lease
Department of Corrections

Mental Health & Retardation

County Roads

Exhibit A

1/2008 through 3/2013
1/2008 through 3/2013
1/2008 through 3/2013
1/2008 through 3/2013
1/2008 through 3/2013
1/2008 through 3/2013
1/2008 through 3/2013
1/2008 through 3/2013
1/2008 through 3/2013
1/2008 through 3/2013
1/2008 through 3/2013
1/2008 through 3/2013
1/2008 through 3/2013
1/2008 through 3/2013
1/2008 through 3/2013
1/2008 through 3/2013
1/2008 through 3/2013
1/2008 through 3/2013
1/2008 through 3/2013
1/2008 through 3/2013
1/2008 through 3/2013
1/2008 through 3/2013
1/2008 through 3/2013
1/2008 through 3/2013
1/2008 through 3/2013
1/2008 through 3/2013
1/2008 through 3/2013
1/2008 through 3/2013
1/2008 through 3/2013
1/2008 through 3/2013
1/2008 through 12/2010
1/2008 through 12/2012
1/2008 through 12/2012
1/2008 through 12/2012
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Chesapeake Audit - Exhibit B (Royalty Overpayment to Chesapealke)

[ Tease# | WPH Amount (Credit) |
MF104585 D.1.27 ($13,763.42)
MF 104586 D.1.28 ($28,449.06)
MF 109479 D.1.28 ($5,901.21)
MF 109480 D.1.28 ($1,003.08)
MF109559 D.1.28 ($372.39)
MF108655 D.1.29 ($11,150.59)
MF104186 D.1.30 ($2,239.95)
MF107630 D.1.31 ($11,232.67)
MF 105495 D.1.32 ($318.34)
MF 104601 D.1.35 (82,567.74)
MF 104530 D.1.38 ($1,686.20)
MF 104539 D.1.39 ($1,555.21)
MF104874 D.1.41 ($2,816.86)
MF 103430 D.1.42 ($2,221.14)
MF 104190 D.1.44 ($3,888.57)
MF104191 D.1.45 ($11,665.76)
MF 102645 D.1.46 ($24,064.65)
MF105285 D.1.47 ($1,670.99)
MF104184 D.1.50 ($1,671.03)
MEF 108406 D.1.51 (8922.32)
MF 105229 D.1.52 ($2,186.83)
MF 104981 D.1.82 ($1,437.63)
MF105825 D.1.95 ($1,064.91)
MF106243 D.1.96 . ($2,401.75)
MF084110 D.1.99 ($2,748.21)
MF106201 D.1.100 ($4,877.68)
MF109267 D.1.101 ($14,354.59)
MF106600 D.1.104 (85,709.53)

Total
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ATTACHMENT IX

SUMMARY OF PENALTY/ INTEREST ASSESSMENT RULES
FORDELINQUENT ROYALTIES AND DELINQUENT
REQUIRED REPORTS OR DOCUMENTS

Due Before 10/1/75
(Production prior to
8/1/75)

Due After 10/1/75 and Before
9/1/85 (Production 8/1/75
through 6/30/85)

Due After 9/1/85 (Production
7/1/85 through 12/31/09)

Due After 2/26/10 (Production 1/1/10
through present)

PENALTY (1)
For delinquent royalty

None

The greater of 1% of the
delinquent amount or $5.00 for
each 30-day delinquency

(2) For delinquencies of 30
days or less, the greater of 5%
of the delinquent amount or
$25.00; for delinquencies of
more than 30 days, the greater
of 10% of the delinquent
amount or $25.00

(2) For delinquencies of 30 days or less, the
greater of 5% of the delinquent amount or
$25.00; for delinquencies of more than 30
days, the greater of 10% of the dehnquent
armount or $25.00

For delinquent report,
affidavit, or other docament

None

$5.00 per document for each
30-day period of delinquency

$10.00 per document for each
30-day period of delinquency

$10.00 per document for each 30-day period
of delinquency

INTEREST (2)
For delinquent royalty

6% per year, simple; accrual
begins 30 days after due date

6% per year, simple; accrual
begins 30 days after due date

(3) 12% per year, simple;
accrual begins 60 days after due
date

(4) Prime plus 1% set on the first business
day of each calendar year

(1) 31 TAC §9.51 (b) (3) (&)

(2) Penalties are not assessed in cases of title dispute as to the state's portion of the royalty or to royalty in dispute as to fair market value except when fraud is involved, in which
case the fraud penalty is applicable. Penalty provisions are found at Tex Nat. Res. Code Ann §52.131 (e) (f) (k).

(3) Tex Nat. Res. Code Ann §52.131 (g)

(4) Per 31 TAC §9.51 (b) (3) (E), the interest rate on past due royalty is Wall Street Journal Prime plus 1%, to be adjusted annually.

A royalty payment that is not accompamsd hy the reqmred royalty afﬁdawt 1denhfymg the GLO lease number is delinquent, 31 TAC §9.51 (2) (B).
The state’s power to forfeit a lease shall not be affected by the assessment or payment of any delinquency, penalty, or interest provided in 31 TAC §9.51 (b) (3) (D).

Updated: 01/01/2019
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GEORGE P. BUSH, COMMISSIONER

May 4, 2020 CERTIFIED MAIL NO. 7016-2070-0000-7391-0902

Chesapeake Operating, LLC.

6100 N. Western Avenue

Oklahoma City, OK 73118

Attention: Lacy McCornack, Accounting Manager

RE: Audit Closure Letter for the Period January 2008 through March 2013

Dear Ms. Lacy:

Chesapeake Operating, LLC (Chesapeake) directly or indirectly holds or held interest in state oil
and gas leases as listed on Exhibit A. The Texas General Land Office (GLO) conducted an audit
of the books, accounts, reports and other records relating to the subject leases for the audit period
of January 2008 through March 2013. As a result of the audit, the GLO has received
Chesapeake’s payment of $1,556,486.81 on February 18, 2020 and $400,000 on April 27, 2020
with a total audit payment of $1,956,486.81 to close out audit exceptions.

In accordance with the Texas Natural Resource Code Section 52.139 (b), the Commissioner may
not again audit the books and records covering the same issues, time period, and leases involved
in this audit. However, the Texas Natural Resource Code Section 52.139 (¢) states that nothing
shall preclude the GLO from conducting subsequent audits or examinations covering the same
issues, time periods and leases in cases where fraud exits.

For any questions or additional information on this audit, please contact me.

Sincerely,

Brian B. Raygon
Interim Director of Minerals Audit
Texas General Land Office

(512) 463-0154 / brian.raygon@glo.texas.gov
Ltr Log # 0297
1700 North Congress Avenue, Austin, Texas 78701-1495

P.O. Box 12873, Austin, Texas 78711-2873
512-463-5001 glo.texas.gov



Exhibit A (List of Audited State Leases in Chesapeake Audit)

Audit Property

i of Lease Category County Name Lease# Lease Type Audit Period
1 Toyah State Leases Reeves MF104792 Relinquishment Act Lease 1/2008 through 3/2013
2 Toyah State Leases Reeves MF104871 Relinquishment Act Lease 1/2008 through 3/2013
3 Toyah State Leases Reeves MF104585 Upland Fee 1/2008 through 3/2013
4 Toyah State Leases Reeves MF104586 Upland Fee 1/2008 through 3/2013
5 Toyah State Leases Reeves MF109479 Relinquishment Act Lease 1/2008 through 3/2013
6 Toyah State Leases Reeves MF109480 Relinguishment Act Lease 1/2008 through 3/2013
i Toyah State Leases Reeves MF109559 Relinquishment Act Lease 1/2008 through 3/2013
8 Toyah State Leases Reeves MF108655 Relinquishment Act Lease 1/2008 through 3/2013
9 Toyah State Leases Reeves MF104186 Relinquishment Act Lease 1/2008 through 3/2013
10 Toyah State Leases Reeves MF107630 Relinquishment Act Lease 1/2008 through 3/2013
11 Toyah State Leases Reeves MF105495 Relinquishment Act Lease 1/2008 through 3/2013
12 Tovah State Leases Reeves MF104587 Upland Fee 1/2008 through 3/2013
13 Toyah State Leases Reeves MF104601 Upland Fee 1/2008 through 3/2013
14 Toyah State Leases Reeves MF105848 Relinquishment Act Lease 1/2008 through 3/2013
15 Toyah State Leases Reeves MF104524 Relinquishment Act Lease 1/2008 through 3/2013
16 Toyah State Leases Reeves MF104530 Relinquishment Act Lease 1/2008 through 3/2013
17 Toyah State Leases Reeves MF104539 Relinquishment Act Lease 1/2008 through 3/2013
18 Toyah State Leases Reeves MF104187 Relinquishment Act Lease 1/2008 through 3/2013
19 Toyah State Leases Reeves MF104874 Free Royalty Lease 1/2008 through 3/2013
20 Toyah State Leases Reeves MF103430 Relinquishment Act Lease 1/2008 through 3/2013
21 Toyah State Leases Reeves MF104185 Relinquishment Act Lease 1/2008 through 3/2013
22 Toyah State Leases Reeves MF104190 Relinquishment Act Lease 1/2008 through 3/2013
23 Toyah State Leases Reeves MF104191 Relinquishment Act Lease 1/2008 through 3/2013
24 Toyah State Leases Reeves MFE102645 Relinquishment Act Lease 1/2008 through 3/2013
25 Toyah State Leases Reeves MF105285 Relinquishment Act Lease 1/2008 through 3/2013
26 Toyah State Leases Reeves MF105243 Relinquishment Act Lease 1/2008 through 3/2013
27 Toyah State Leases Reeves MF105497 Relinquishment Act Lease 1/2008 through 3/2013
28 Toyah State Leases Reeves MF104184 Relinquishment Act Lease 1/2008 through 3/2013
Surface Sold - All Minerals

29 Toyah State Leases Reeves MF108406 Reserved 1/2008 through 3/2013
30 Toyah State Leases Reeves MF105229 Relinquishment Act Lease 1/2008 through 3/2013
31 Toyah State Leases Reeves MF105245 Relinquishment Act Lease 1/2008 through 3/2013
32 Toyah State Leases Reeves MF105320 Upland Fee 1/2008 through 3/2013
33 Toyah State Leases Reeves MF106675 Relinquishment Act Lease 1/2008 through 3/2013
34 Toyah State Leases Reeves MF107499 Relinquishment Act Lease 1/2008 through 3/2013
35 Toyah State Leases Reeves MF109204 Highway-Right-of-Way 1/2008 through 3/2013
36 Toyah State Leases Reeves MF109205 Relinquishment Act Lease 1/2008 through 3/2013




37 Toyah State Leases Reeves MF109189 Relinquishment Act Lease 1/2008 through 3/2013
38 Toyah State Leases Reeves MF104778 Relinquishment Act Lease 1/2008 through 3/2013
39 Toyah State Leases Reeves MF104548 Relinquishment Act Lease 1/2008 through 3/2013
40 Toyah State Leases Reeves MF105287 Relinquishment Act Lease 1/2008 through 3/2013
41 Toyah State Leases Reeves MF107619 Relinquishment Act Lease 1/2008 through 3/2013
42 Toyah State Leases Reeves MF107733 Relinquishment Act Lease 1/2008 through 3/2013
43 Toyah State Leases Reeves MF107769 Relinquishment Act Lease 1/2008 through 3/2013
44 Toyah State Leases Reeves MF 104580 Upland Fee 1/2008 through 3/2013
45 Toyah State Leases Reeves MF105289 Relinquishment Act Lease 1/2008 through 3/2013
46 Toyah State Leases Reeves MF107612 Relinquishment Act Lease 1/2008 through 3/2013
47 Toyah State Leases Reeves MF108664 Relinquishment Act Lease 1/2008 through 3/2013
48 Toyah State Leases Reeves MF105534 Relinquishment Act Lease 1/2008 through 3/2013
49 Toyah State Leases Reeves MF104526 Relinquishment Act Lease 1/2008 through 3/2013
50 Toyah State Leases Reeves MF105485 Relinquishment Act Lease " 1/2008 through 3/2013
51 Toyah State Leases Reeves MF107610 Relinquishment Act Lease 1/2008 through 3/2013
52 Toyah State Leases Reeves MF108598 Free Royalty Lease 1/2008 through 3/2013
53 Toyah State Leases Reeves MF108599 Free Royalty Lease 1/2008 through 3/2013
54 Toyah State Leases Reeves MF105230 Relinquishment Act Lease 1/2008 through 3/2013
55 Toyah State Leases Reeves MF105236 Relinquishment Act Lease 1/2008 through 3/2013
36 Toyah State Leases Reeves MF 105494 Relinquishment Act Lease 1/2008 through 3/2013
57 Toyah State Leases Reeves MF104981 Relinquishment Act Lease 1/2008 through 3/2013
58 Toyah State Leases Reeves MF105532 Relinquishment Act Lease 1/2008 through 3/2013
59 Toyah State Leases Reeves MF105433 Relinquishment Act Lease 1/2008 through 3/2013
60 Toyah State Leases Reeves MF105499 Relinquishment Act Lease 1/2008 through 3/2013
61 Toyah State Leases Reeves MF104780 Relinquishment Act Lease 1/2008 through 3/2013
62 Toyah State Leases Reeves MF104781 Relinquishment Act Lease 1/2008 through 3/2013
63 Toyah State Leases Reeves MF104782 Relinquishment Act Lease 1/2008 through 3/2013
64 Toyah State Leases Reeves MF105291 Relinquishment Act Lease 1/2008 through 3/2013
65 Toyah State Leases Reeves MF105490 Relinquishment Act Lease 1/2008 through 3/2013
66 Toyah State Leases Reeves MF106627 Relinquishment Act Lease 1/2008 through 3/2013
67 Toyah State Leases Reeves MF106641 Relinquishment Act Lease 1/2008 through 3/2013
68 Toyah State Leases Reeves MF108251 Free Royalty Lease 1/2008 through 3/2013
69 Toyah State Leases Reeves MF104982 Relinquishment Act Lease 1/2008 through 3/2013
70 Toyah State Leases Reeves MF105825 Relinquishment Act Lease 1/2008 through 3/2013
71 Toyah State Leases Reeves MF106243 Relinquishment Act Lease 1/2008 through 3/2013
72 Toyah State Leases Reeves MF107483 Relinquishment Act Lease 1/2008 through 3/2013
73 Toyah State Leases Reeves MF106676 Relinquishment Act Lease 1/2008 through 3/2013
74 Non-Toyah State Leases Webb MF084110 Relinquishment Act Lease 1/2008 through 12/2010
75 Non-Toyah State Leases Tarrant MF106201 Mental Health & Retardation 1/2008 through 12/2012




76

Non-Toyah State Leases

Tarrant

MF109267

Mental Health & Retardation

1/2008 through 12/2012

71

Non-Toyah State Leases

Tarrant

MF106600

County Roads

1/2008 through 12/2012
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