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DOUG FERGUSON

QIL & GAS LANDMAN
TEL. 432 684-4542

310 W, WALL + SUITE 1200 P.O. BOX 432, MIDLAND, TEXAS 79702 FAX 432 683-8450
MIDLAND, TEXAS 79701 dwf@oliproperties.com
November 24, 2004

Mr. Drew Reid

General Land Office of the State of Texas
1700 N. Congress Avenue : q.
Austin, TX 78701 : "o

Re:  All of Section 42, Block 58 o
PSL Survey
Reeves County, Texas

Dcar Mr. Reid: £

I have reached an agreement with the owners of the soil to purchase an Qil and Gas Lease on
the captioned land.

Terms are as follows:

Bonus: $150.00 per net mineral acre
Term: 3 years
Royalty: 1/5

My check in the sum of $100.00 is enclosed to cover your fee for determining if this lcasc is
approved as to form and considecration.

Sins:rely,
O\ -
Doug Ferguson

DWF:som
Enclosure

[ ] » e 48 88 adve
. * @ - . - L ]
*80 & = L L L] L] -
. 4 & o 8 B 0 L ] LJ L]
o & @ * & a & .o L]
. L] L L] L} L



~

<)
! i
P 25034
FIRST NATIONAL BANK OF MIDLAND
"DoLlﬁDFEGF:}(OESP?TON & MIDLAND, TX 79701
P.O. BOX 432 S
MIDLAND, TX 79702 1 1[12‘1/2004
(432) 684-4542
PAYTOTHE  GENERAL LAND OFFICE STATE OF TEXAS $‘_\--m(, 00
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GENERAL LAND OFFICE STATE OF TEXAS
1700 NORTH CONGRESS AVENUE
AUSTIN. TX 78701-1495
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- RAL REVIEW SHEET

Transaction # 4440 Seotogist: R. Widmayer
Lessor Covington, Ted Michael Leass Dats: 10/20/2004 1)1 l
Lessen Petro-Hunt LLC Acres: 615
LEASE DESCRIPTION
Comty BasoflaNo Part Soc. Block Twp Survey Abst#
REEVES ¢7- /05250 112297  ALL 42 58 00  PUBLIC SCHOOL LAND 3155
etore) S yspof

TERMS OFFERED TERMS RECOMMENDED
PomaryTerm  [3years | Priarylerm  (3years |
Bonus/Acre: | $150.00 | Bonuzs/Acre [ $150.00 |
Rental/Acre: | $1.00 | Rental/Acre l $1.00 |
Royaity: /5 | Royaity [1/5 |
COMPARISONS
ME & Lessoa Data Teem  Bonus/Ac.  Rental/Ac.  Royaily  Distancs

| || | i /| || | lastleass
(Fendimg | [Petvo- Hund | [A/23/ay [39-« |[$150.00 91 00 |[3//t | Adjacent West
l | I I | | /1 |
[ || I i} | | [} I )
[ || H ] 1 | || I |
Comments:

Amwat(?/q(? 12.7 04-

Monday, December 06, 2004




RELINQUISHMENT ACT LEASE APPLICATION

Texas General Land Office

TO: Jerry Patterson, Commissioner

Larry Laine, Chief Clerk

Jerry Patterson, Commissioner

DATE:

Bill Warnick, General Counsel

Matt Edling, Deputy Commissioner

FROM:

Robert Hatter, Director of Mineral Leasing

Peter Boone, Chief Geologist

Petro-Hunt LLC
Prim. Term: 3 years
Royalty: 1/5

Applicant:

Consideration

e
Recommended: (4 (4

Not Recommended:

Comments:

Lease Form
Recommended: Z}H’
Not Recommended:

Comments:

Matt Edling, Deputy Commissioner
Recommended: / /1A

Not Recommended:

Bill Warnick, General Counsel

Recommended: hd Z_V

Not Recommended:

Larry Laine, Chigf Clerk
Approved: :?0: ]

Not Approved:

Jerry Pattegson £oyimissioner

County:
$150.00
$1.00

Bonus/Acre
Rental/Acre

Date: 12 .2 O %=

Date: | I 3/ 06

Date: '///Zé/&r

Date: ,2/7/)77/’
Vi

2lsle r”

Date:

S #ES 05

Date

06-Dec-04

REEVES






January 14, 2005

Mr. Drew Reid

General Land Office of the State of Texas
1700 N. Congress

Austin TX 78701

Re: Ann Covington Henderson, as Agent for the State
Section 42: All
Block 58, PSL Survey,

Reeves County, Texas 2 tage. A G <

Dear Drew:
Enclosed please find certified copies of the above captioned oil and gas lease.

Petro-Hunt, L.L.C. check in the sum of $5.637.50 is enclosed representing The State’s 2 of
the bonus consideration. Also enclosed is my check for $25.00 per lease filing fee.

Please provide a mineral lease number when it is available.
If any questions should arise please phone me at the number above.
Sincerely,

Doug Ferguson

DWF:bc
Enclosure
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DETACH THIS PORTION BEFORE CASHING CHECK

PETRO-HUNT, L.L.C.
T607T Elm Street, Suite 3400
Dallas, Texas 75201
(214) 880-8400

AS GENERAL LAND OFFICE

01AP56 010605H

NW TOYAH PROPSECT
TOTAL INVOICES PAID

01/06/05

Bank One, N.A.
Jefferson County
8200 Hwy 69
Port Arthur, Texas 77640

OWNER NO DATE
58207 Jan-11-2005
637.50

Page 1 of 1
CHECK NUMBER i AMOUNT
4075091 $5,637.50
0.00 5,637.50
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DOUG FERGUSON FIRST NATIONAL BANK OF MIDLAND 25300
MIDLAND, TX 79701
L‘F-’N(? ch):(odgg.r UL“ ;'-1’1’(]'T ‘f‘x? .
1/14/2005

MIDLAND, TX 78702
(432) 684-4542

\
| B ++25.00

AnhAER R R AR R

PAY TO THE
PAYTOTHE  GENERAL LAND OFFICE STATE OF TEXAS

DOLLARS )

.'Itut"‘t...l.lll.t-‘lllt.t..l‘lltt.itlll"Illl.le'lillI.lDlllQntﬁnnll.n.i.ln..-‘.-tnl.l

Twenty-Five Only

GENERAL LAND OFFICE STATE OF TEXAS
1700 NORTH CONGRESS AVENUE
AUSTIN, TX 78701-1495 \

FILING FEE/ANN COVINGTON HENDERSON

MEMO
.







TEL: 214-880-8400
Fax: 214-880-7101

1601 E1M STREET, STE 3400
THANKSGIVING TOWER
DALLAS, TEXAS 75201-7201

June 2, 2005

State of Texas General Land Office
I700 N. Congress Avenue, Room 600
Austin, Texas. 78701.

Attn: Mr. Drew Reid

Gentlemen:
Enclosed please find Petro-Hunt, L.L.C."s check in the amount of $88,646.25 as payment for one-half of

the bonus consideration due for thirteen Relinquishment Act leases taken in Reeves County, Texas and as payment
for appropriate filing fees. A breakdown of payment for each lease is as follows:

Elmore Family Partnership, L.L..C, 09/22/04 511,915.00- Lease Bonus | 04_5' ,5{7
PSL Block 71  Section3:5 % $25.00- Filing Fee

Section 26: S 4

Section 33: NW ¥, W1 NE %, N % SW.

Jane Covington Drake 10/20/04 $2,818.75- Lease Bonus ~ Y o411 g
PSL Block 58  Section 42 325.00- Filing Fee

Ted Michael Covington 10/20/04 $2,818.75- Lease Bonus ~ \ o4 ™11 §
PSL Block 58  Section 42 325.00- Filing Fee

Ann Covington Henderson 10/20/04 32,818.75- Lease Bonus . oMt g
PSL Block 58  Section 42 $25.00- Filing Fee

Fred P. Armstrong et ux Inerid U. Armstrone 02/08/05 $9,750.00- Lease Bonus

PSL Block 58  Section 21: SW $25.00- Filing Fee

Fred P. Armstrong et ux Ingrid U. Armstrong 02/08/05 $1,500.00- Lease Bonus

PSL Block 58  Section 29: SWNW 325.00- Filing Fee

Fred P. Amstrong et ux Ingrid U. Armstrong 02/08/05 $4,000.00- Lease Bonus

PSL Block 58  Section 30: S 2 SW 325.00- Filing Fee

Fred P, Ammstrong et ux Ingrid U. Armstrong 02/08/05 $3,000.00- Lease Bonus \¢) G286
PSL Block 58  Section 36: S 80 acres 325.00- Filing Fee
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1601 EILM STREET, STE 3400
THANKSGIVING TOWER
DaALLAs, Texas 75201-7201

TEL: 214-880-8400
Fax: 214-880-7101

Fred P. Armstrong et ux Inerid U. Armstrong 02/08/05 33,450.00- Lease Bonus
PSL Block 58 Section 41: SE pt _ $25.00- Filing Fee

Section 44; NE pt

Fred P. Armstrong et ux Ingrid U. Armstrong 02/08/05 $28,000.00- Lease Bonus
PSL Block 58 Section 43: All less W Y4 NW $25.00- Filing Fee

Fred P. Armstrong et ux Ingrid U. Armstrong 02/08/05 $16,000.00- Lease Bonus
PSL Block 58  Section45:E % $25.00- Filing Fee

Steve F. Armstrong et ux Barbara R. Armstrong 02/08/05 31,500.00- Lease Bonus
PSL Block 58  Section 29: SW NW 325.00- Filing Fee

Steve F. Armstrong et ux Barbara R. Armstrong 02/08/05 3750.00- Lease Bonus
PSL Block 58  Section21: SW 325.00- Filing Fee

A certified copy of each of the thirteen leases is also enclosed. If you have any questions please give me a
call at 214-880-8493,

Yours very truly,

Moo O peine

William A. Hearmne
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FILE# 2211

Genersl Land Office
Relir.quishmen® Act Lease Form |
Rovised, September 1997 ‘

R e R P

Justin, Texas

"X wg
OIL AND GAS LEASE

THIS AGREEMENT Is made and entared into this 16" day of
and through its agent, Dela Minarals, Inc., of P.O, Box 2539, Midiand, TX 78702
(Give Permanan! Address)
sald agent harein referred to as the owner of the soil (whethar one or more), and Petro-Hunt LLC

of 1601 Elm Street, Suile 3400, Dallag, TX 75201-7201 hereinafier called Lessee.
(Give Permanent Address )

..2005. between the State of Texas, acting by

1. GRANTING CLAUSE. For and In consideration of the amounts stated below and of the covenants and agreemaents to be paid, kept and
performed by Lessee under this lease, the State of Texas acting by and through the owner of the soil, hereby grants, leases and lets unto Lessee, for
the sole and only purpose of prospecting and drilling for and producing oll and gas, laying pipe lines, building tanks, storing oil and building power
stations, telephone lines and other structures thereon, lo produce, save, take care of, treal and transport sald products of the lease, the following lands
situated In Regves County, State of Texas, to-wit:

East-Half (E/2) of Section 39, Southeast Quarter (SE/4) of Section 40 & All of Section 42, Block 58, Public School Land Survey
containing 1,005.22 acres, more or less. The bonus consideration paid for this lease Is as follows:

To the State of Texas: Eifty nine thousand seventy six and no/100
Dollars ($5007600 )

To the owner of the soll: Fifty ning thousand seventy six and no/100
Dollars ($ 59,076.00 )

The total bonus consideration paid represents a bonus of One hundred Nty and no/100
Dollars ($ 150.00 ) per acre, on 787,68 net acres.

2. TERM, Subject to the other provisions In this lease, this lease shall be for a term of Theee (3) years from
this date (herein called "primary term®) and as long thareafter as oll and gas, or either of them, Is produced in paying quantities from said land, As used
in this lease, the term “produced in paying quantities® means that the receipts from the sale or other authorized cornmercial use of the substance(s)
coverad axceed out of pocket operational expenses for the six months last past.

3. DELAY RENTALS. If no well is commanced on the laased pramises on or before one (1) year from this date, this lease shall terminate,
unless on or belore such anniversary date Lessee shall pay or tender to the owner of tha soil or 1o his credit in the

True and Correct
copy of
Original filed in
Reeves County
¢ a'e B 1 Clerks Office
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Bank, at
or its successors (which shall continue as the d regardiess of changes in the ownership of sald land), the amount specified below; In addition,
Lessee shall pay or tender 1o the COMMISSIONER OF THE GENERAL LAND OFFICE OF THE STATE OF TEXAS, AT AUSTIN, TEXAS, a like sum on
or before said date, Paymenls under this paragraph shall operate as & rental and shall cover the privilege of delerring the commencement of a well for
one (1) year from said dale. Payments under this paragraph shall be In the following amounts:

To the owner of the soll: Three hundred ninely thige and 84/100
Dollars ($393.84 )
To the State of Texas: Three hundred ninety thres and 84/100
Dollars ($ 393.04 )
Total Delay Rental: Seven hundred eighty seven and 68/100
Dollers ($78768 )
In @ like manner and upon like paymaents o tenders annually, the commancement of a well may be further delerred for successive periods of one (1)
year each during the primary lerm. All payments of lenders of rental 1o the owner of the soll may be made by check or sight dralt of Lessee, or any
assignea of this lease, and may be delivered on or before the rental paying date. If the bank designaled in this paragraph (or Its successor bank) should
cease lo axist, suspend business, liquidate, fall or be succeeded by another bank, or lor any reason fail or reluse lo accep! rental, Lessee shall not be

held in default for fallure 1o make such payments or tenders of rental until thirty (30) days after the owner of the soil shall deliver 10 Lassee  proper
recordable instrument naming another bank as agent (o recelve such paymanis or lenders.

4. PRODUCTION ROYALTIES. Upon production of oll and/or gas, Lesses agrees lo pay or cause to be paid one-halfl (1/2) of the royalty
provided for in this lease 10 the Commissioner of the General Land Office of the Stale of Texas, al Austin, Texas. and one-hall (1/2) of such royalty o the
owner of the soil:

(A) OIL. Royally payable on oll, which is defined as including all hydrocarbons produced in a liquid form at the mouth of the well and also
as all condensate, distillate, and other liquid hydrocarbons recovered from oll or gas run through a separalor or other equipment, as hereinafter provided,
shall be 1/41h part of the gross production or the market value thereof, at the option of the owner of the soll or the Commissioner of the Genaral Land
Office, such value 1o be delermined by 1) the highes! posted price, plus premium, If any, offered or paid for oil, condensate, distillate, or olher liquid
hydrocarbons, respectively, of a like type and gravity In the general area where produced and when run, or 2) the highest market price thereol offered or
paid in the general area where produced and when run, or 3) the gross proceeds of the sale thereol, whichever is the grealer. Lessee agrees that before
any gas produced from the leased premises Is sold, used or processed In a plant, it will be run free of cost 1o the royalty owners through an adequate oll
and gas separalor of conventional type, or other equipment al least as efficlent, sa that all liquid hydrocarbons recoverable from the gas by such means
will be recovered, The requirement that such gas be run through a separator or other aquipment may be walved, in writing, by the royalty owners upon
such terms and conditions as they prescribe,

(B) NON PROCESSED GAS. Royalty on any gas (including flared gas), which is defined as all hydrocarbons and gaseous substances
not defined as oil in subparagraph (A) above, produced from any well on said land (except as provided herein with respect o gas processed In a plant
for the extraction of gasoline, liquid hydrocarbons or other products) shall be 1/4(h pan of the gross production or the markel value thereof, at the option
of the owner of the soll or the Commissioner of the General Land Office, such value 10 be based on the highest market price pald or offered for gas of
comparable quality in the general area where produced and when run, or the gross price pald or offered to the producer, whichever Is the greater,
provided that the maximum pressure base in measuring the gas under this lease shall not at any time exceed 14.65 pounds per square inch absolule,
and the standard base temperature shall be sixty (80) degrees Fahrenheit, correction 1o be made for pressure according io Boyle's Law, and for specific
gravity according lo tests made by the Balance Method or by the most approvad method of lesting being used by the induatry at the ime of lesting.

{C) PROCESSED GAS, Royalty on any gas processed in a gasoline plant or other plant for the recovery of gasoline or olher liquid
hydrocarbons shall be 1/41h part of the residue gas and the liquid hydrocarbons extracted or the market value thereof, at the option of the owner of the
soll or the Commissioner of the General Land Office. All royalties due herein shall be based on one hundred percent (100%) of the total plant production
of residue gas attributable 10 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 liquld hydrocarbons attributable 1o the gas produced from this lease; provided that If liquid hydrocarbons are recovered from
gas processed in a plant in which Lesses (or its parent, subsidiary or affillale) owns an interesl, then the percentage applicable to liquid hydrocarbons
shall be fifty percent (50%) or the highes| percent accruing Lo a third party processing gas through such plant under 8 processing agreement negotiated
at arm’s length (or If there Is no such third party, the highest percent then being specified In processing agreemants or contracts In the industry),
whichever is the greater. The respective royalties on residue gas and on liquid hydrocarbons shall be delermined by 1) the highest market price pald or
offered for any gas (or liquid hydrocarbons) of comparable quality In the general area, or 2) the gross price pald or offered for such residue gas (or the
weighted average gross seliing 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 nol been processed

(D) OTHER PRODUCTS. Royalty on carbon black, sulphur or any other products produced or manufactured from gas (excepting liquid
hydrocarbons) whether sald gas be “casinghead,” "dry” or any other gas, by lractionating, buming or any other processing shall be 1/4ih part of the
gross production of such products, or the market value thereol, at the option of the owner of the soll or the Commissioner of the General Land Office,
such markel value 1o be delermined as follows: 1) on the basis ol the highest markel price of each product for the same month In which such product Is

produced, or 2) on the basis of the average gross sale price of each product for the same month in which such products are produced; whichever is the
greater,

5. MINIMUM ROYALTY, During any year after the expiration of the primary term of this lease, If this lease is maintained by production, the
royalties paid under this lease In no event shall be less than an amount equal 1o the total annual delay rental herein provided, otherwise, there shall be
due and payable on or before the last day of the month succeeding the anniversary date of this lease o sum equal 1o the 1olal annual rental less the
amount of royalties paid during the preceding year. Il Paragraph 3 of this lease does not specify a delay rental amount, then for the purposes of this

paragraph, the delay rental amount shall be one dollar ($1.00) per acre.
6. ROYALTY IN KIND. Notwithstanding any other provision in this lease, al any time or from time 10 lime, the owner of the soil or the

Commissioner of the General Land Office may, at the option of either, upon not less than sixty (60) days notice 10 the holder of the lease, require that the
payment ol any royalties accruing to such royalty owner under this lease be made In kind. The owner of the soil's or the Commissioner of the General

copy of

Reeves Col

PAGE

True and Correct
Original filed in

unty

Clerks Office

687
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Land Office’s right to take its royalty in kind shall not diminish or negate the owner of tha soil's or the Commissioner of the General Land Office’s rights
or Lessee's obligations, whether express or implied, under this lease.

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

8. PLANT FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as may reprasent this lease’s proportionate share of any fuel
used to process gas produced hereunder in any processing plant. Notwithstanding any other provision of this lease, and subject to the written consent of
the owner of the soil and the Commissioner of the General Land Office, Lessee may recycle gas for gas (I purposes on the leased premises or for
injection into any oil or gas producing formation underlying the leased premises after the liquid hydrocarbons contained in the gas have been removed;
no royalties shall be payable on the recycled gas until it is produced and sold or used by Lessee in a manner which enlities the royalty owners 1o a
royalty under this lease.

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

Payment of royalty on production of oll and gas shall ba as provided in the rules set forth In the Texas Register, Rules currently provide that royalty on oil
is due and must ba raceived in the General Land Office on or before the 5th day of the second manth succeeding the month of production, and royaity
on gas ls 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, completad in the form and manner prescribed by the General Land Office
and showing the gross amount and disposition of all ol and gas produced and the market value of the oll and gas, together with a copy of all documaents,
records or reports confirming the gross production, disposition and market value Including gas meter readings, pipeline receipts, gas line receipts and
olher checks or memoranda of amount produced and pul 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 marke! value. In all cases the authority of a manager or agent
10 act for the Lessee herein must be filad in the General Land Office. Each royalty payment shall ba 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
1o a penalty, royaities shall accrue interest! at @ rate of 12% per year, such interast will bagin to accrue when the royalty is sixty (60) days overdue.
Affidavits and supporting documents which are nol 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 Lesses shall bear all responsibility for paying or causing
royaities 1o be paid as prescribed by the due dale provided herein. Payment of the delinquency penaity shall in no way operate to prohibil the State’s
right of forfelture 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 iitle dispute as to the Stata’s portion of the royalty or 1o that portion of the royalty in dispute as to fair market value.

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually furnish the Commissioner of the Ganeral Land Office
with its best possible estimate of oil and gas reserves underlying this lease or allocable to this lease and shall furnish said Commissi with coples of
all contracts under which gas Is sold or p d and all sub | agreements and amendments 10 such contracts within thirty (30) days after
entering Into or making such contracts, agreements or amendments. Such contracts and agreements when received by the General Land Office shall be
held in confidence by the General Land Office unless otherwise authorized by Lessee. All other contracts and records pertaining 1o the production,
transportation, sale and marketing of the oll and gas produced on said pramises, including the books and accounts, receipts and discharges of all wells,
tanks, pools, meters, and pipelines shall at all times be subject to Inspection and examination by the Commissioner of the General Land Office, the
Attorney General, the Governor, or the representative of any of them,

(B) PERMITS, DRILLING RECORDS. Written notice of all operations on this lease shall be submitted to the Commissioner of the
General Land Office by Lessee or operator five (5) days before spud date, workover, re-entry, lemporary 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 1o drill. Copies of well
lests, complelion reports and plugging reports shall be supplied lo the General Land Office at the time they are filed with the Texas Railroad
Commission. All applications, permits, reports or other filings thal reference this lease or any specific well on tha leased premises and thal are submitted
1o the Texas Rallroad Commission or any other govemmaental agency shall include the word “Stale” in the title. Additionally, in accordance with Rallroad
Commission rules, any signage on the leased premises for the purpose of identifying wells, tank batieries or other associaled improvements to the land
must also include the word “State.” Lessee shall supply the General Land Office with any records, memoranda, accounts, reports, cuttings and cores, of
other information relative 10 the operation of the above-described premises, which may be requesied by the General Land Office, in addition to those
harein axpressly provided for. Lessee shall have an electrical and/or radioactivity survey made on the bore-hole section, from the base of the surface
casing 1o the total depth of well, of all wells drilled on the above described premises and shall ransmit a true copy of the log of each survey on each well
10 the General Land Office within fiftean (15) days after the making of said survey

(C) PENALTIES. Lessee shall incur a penalty whenever reports, documants 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 ls effactive on the date when the materials were
due in the General Land Office.

11. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, during the primary term hereof and priof 1o discovery and
production of oif or gas on sald 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 oll or gas from the leased premises such production thereol should cease from any cause, this lease shall not terminate if on or
before the expiration of sixty (80) days from date of complation of sald dry hole or cessation of production Lessee commences additional drilling or
reworking operations thereon, or pays or tanders 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 hola be completed and abandoned, or the production of ofl 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 nol resumed
production in paying quantities ot the expiration of the primary lerm, Lessee may maintain this lease by conducting additional driling or reworking
operations pursuant 1o Paragraph 13, using the expiration of the primary term as the date of cessation of production under Paragraph 13. Should the first
well or any subsequent well drilled on the above described land be completed as a shut-in oll or gas well within the primary term hereof, Lesses 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)
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days from the date of completion of such shut-in oil or gas well and upon the fallure to make such payment, this lease shall ipso facto terminate. If at the
expiration of the primary term or any time thereafter @ shut-in oll or gas well Is located on the leased premises, payments may be made In accordance
with the shut-in provisions hereol,

12, DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. If, al the expiration of the primary lerm, neither oll nor gas is being
produced on said land, bul Lessee Is then engaged In drilling or reworking operations thereon, this lease shall remain In force so long as operations on
said well or for drilling or reworking of any additional wells are prosecuted in good faith and In workmaniike manner without interruptions totaling more
than sixty (60) days during any one such operation, and If thay result in the production of oil and/or gas, so long thereafter as ol and/or gas Is produced
In paying quantities from said land, or payment of shut-in oll or gas well royalties or compensatory royalties is made as provided In this lease.

13. CESSATION, DRILLING, AND REWORKING. If, afer the expiration of the primary term, production of oil or gas from the leased
premises, after once oblained, should cease from any cause, this lease shall nol terminate Il 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 50 long as such operations continue In good
faith and In workmanlike manner without interruptions totaling more than sixty (80) days. If such drilling or reworking operations result In the production
of ol or gas, the lease shail remain In full force and elfect for so long as oil or gas Is produced from the leased premises In paying quantities or payment
of shut-in oll 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 within sixty (60) days after the completion of the well as a dry hole, and this lease shall remain in eflect so long as Lessee continues drilling or
reworking operations in good falth and In a workmaniike manner without interruptions totaling more than sixty (80) days. Lessee shall give wrillen notice
to the General Land Office within thirty (30) days of any cessation of production.

14. SHUT-IN ROYALTIES. For purposes of this paragraph, “well” means any well that has been assigned a well number by the state agency
having jurisdiction over the production of oil and gas. If, at any time after the expiration of the primary lerm of a lease that, until being shut in, was being
maintained in force and effect, a well capable of producing oll or gas in paying quantities Is located on the leased premises, but oil or gas Is not being
produced for lack of suitable production facilitles or lack of a sullable market, then Lessee may pay as a shut-in oil or gas royalty an amount equal to
double the annual rental provided in the lease, but nol less than $1,200 a year for each well capable of producing oil or gas in paying quantities. If
Paragraph 3 of this lease does not specify a delay rental amount, then for the purposes of this paragraph, the delay rental amount shall be one dollar
(S1.00)pum.Tnbo-Mm.nchwudM4nolupumyﬂlymmlb-pddonubnhm:(I)llnomhﬂmolu\-prhwyw.ﬂ)wdlwlﬂu
the Lessee ceases 1o produce oll or gas from the leased premises, or (3) 60 days after Lessee compleles a drilling or reworking operation in accordance
with the lease provisions; whichever date is latest. Such payment shall be made one-half (1/2) 1o the Commissioner of the General Land Office and one-
half (1/2) 10 the owner ol the soll. If the shut-n 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 leasa 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, afler thal, If no suitable production facillties or suitable market for the oll or gas exists, Lessee may extend the lease for four
mouwccuuwpurlotaufonl(1)mbyp-yw&-smmummmwmwmwmorumml-hyw.

15. COMPENSATORY ROYALTIES. If, during the period the lease is kept In effect by payment of the shut-in oll or gas royalty, oll or gas is
mwmwmp-mqmumm-mmwmmmm(1.m01wdmmmprmwm.dhm.mmm
reservoir, or in any case in which drainage Is occurring, the right to continue 1o maintain the lease by paying the shut-in oll or gas royalty shall cease, but
the lease shall remain effective for the remainder of the year for which the royaity has been paid. The Lessee may maintain the lease for four more
lucuumynrlbyLcmop.mmpcmmymydtylihmydwnummmunbcudwmmdmmmmwm
lh-duh-noofmd\lsmpm.dhhmmmmummmmu.owgwduummThoommllory
foyﬂtylnnbopddrnemhly.Mtlﬂ)wwmdwwwwlndm-hllfumuﬂnmdlusoI.WMN
ulmmmlmuhmumwmmmwwumummmwmmwmoaummmuhmhm
mcwodudngnmoktﬂhuhdvﬂﬂhmmwll.oomlmdﬂuhmm.lftrumpuuummyﬂlypddhmylz-mﬂ.hwlod
Is 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. Comp ory royally payments which are not limely paid will accrue penally and interest In accordance with Paragraph 9 of this
luu.Nuncol'lruuprwllmmlﬂwomdhmdmmmmlmwmﬂglmwaﬂdhumhuwh
T-nldeRmmucmw.!IS;hmm.nmdcmdwmw.wmmmnmmw.WMnnm
of compensatory royalties can satisfy the obligation to drill offset wells.

16. RETAINED ACREAGE. Notwithstanding any provision of this lease (o the contrary, after a well producing or capable of producing oil or
whuho-nonmpbwdonhohuodpmrﬂnu.mmMmmwwgmdnmmﬂymmmlwhmmwmmwwa
wells as may be reasonably necessary for the proper development of the leased premises and In marketing the production thereon.

(A)VERT‘ICAL.lnmoawulhialuullhlnrccmdaﬂwlm(!)y-m-aumnwnmmdwmuMMmHMI
then terminate as 1o all of the leased premises, EXCEPT (1) 40 acres surrounding each oil well capable of producing In paying quantities and 320 acres
surrounding each gas well capable of producing In paying quantities (including a shut-in oll or gas well as provided in Paragraph 14 hereol), or a well
uponmml.omchtmnWinmﬂwd%uwmﬁmwﬁom.mmmnumrdmshcludadinlpfududmpoohdw|
pursuant 1o Texas Natural Resources Code 52.151-52.154, 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, of any successor
agency, or other governmental authority having Jurisdiction, If at any time after the effective date of the partial termination provisions hereol, the
applicable field rules are changed or the well or wells located thereon are reclassified so that less acreage s thereafier allocated 1o sald well or wells for
production purposes, l.hl-luushlllmlrlumnlnmmuwmmuganmmmﬂumutowdmﬂmlotprodwﬂmputpom.
Nolwithstanding the termination of this lease as 1o a portion of the lands covered hereby, Lesses shall nevertheless continue to have the right of ingress
1o and egress from the lands still subject to this lease for all purposes described In Paragraph 1 herecl, together with easements and rights-ol-way for
exlsling roads, existing pipelines and other existing facililes on, over and across all the lands described In Paragraph 1 hereof (“the retained lands"), for
access 10 and from the retained lands and for the gathering or ransportation of oll, gas and other minerals produced from the retained lands.

(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
ahaulunhutannlrmutoalluspmlbolow100lulbdowmclomdopmdmad(rwﬂmnu'dup«dowu')huehmuloumdmmmruwnod
In Paragraph 16 (A) above, unless on or before two (2) years after the primary or extended lerm Lessee pays an amount equal 1o one-half (1/2) of the
bonus originally paid as consideration for this lease (as specified on page 1 hereof). If such amount Is pald, this lease shall be in force and effect as 1o
such desper depths, and sald lermination shall be delayed for an additional pariod of two (2) years and so long thereafter as oil or gas Is produced In
paying quantities from such deepar depths covered by this lease.
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(C) IDENTIFICATION AND FILING. The surface acreage retained hereunder as to each well shall, as nearly as practical, be in the form of t
a square with the waell located In the center thereof, or such other shape as may be approved by the Commissioner of tha Genaral Land Office. Within l
thirty (30) days after partial termination of this lease as provided herein, Lessee shall execule and record a release or releases containing a satisfactory
legal description of the acreage and/or depths nol 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 Lesses falls or refuses
o 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
instrumant al Lessea’'s expense in the county or counties whare the lease s located and In the official records of the General Land Office and such
designation shall be binding upon Lessee for all purposes.

17. OFFSET WELLS. Nelther the bonus, delay rentals, nor royalties pald, or to be paid, under this laase shall relleve Lesses of his obligation
lo protect the ol and gas under the above-described land from being drained. Lessee, sublesses, receiver or other agent in control of the leased
premises shall drill as many wells as the facts may justify and shall use appropriate means and drill to a depth necessary to preven! undue drainage of
oll and gas from the leased premises. In addition, If oll and/or gas should be produced In commercial quantities within 1,000 feet of the leased premises,
or In any case where the leased premises is being drained by production of oll or gas, the Lessee, sublessee, receiver or other agent in control of the
leased premises shall In good faith begin the drilling of a well or wells upon the leased premises within 100 days after the draining well or walls or tha
well or wells completed within 1,000 feet of the leased premises start producing In commercial quantities and shall prosecute such drilling with diligence.
Failure to satisfy the statutory offset obligation may subject this lease and the ownaer of the soil's agency rights to forfelture. Only upon the determination
of the Commissioner of the General Land Office and with his written approval may the payment of compensalory royalty under applicable statutory
parameters satisfy the obligation to drill an offset well or wells required under this paragraph.

18, FORCE MAJEURE. If, after a good faith efforl, Lessee Is prevented from complying with any express or implied covenant of this lease,
from conducting drilling operations on the leased premises, or from producing oil or gas from the leased premises by reason of war, rebellion, riots,
strikes, acts of God, or any valid order, rule or regulation of governmant suthority, then whila so prevented, Lessee's obligation to comply with such
covenant shall be suspended and Lessee shall not be liable for damages for fallure to comply with such covenants; additionally, this lease shall be
extended while Lessee is prevented, by any such cause, from conducting drilling and reworking operations or from producing oil or gas from the loased
premises. However, nothing in this paragraph shall suspend the payment of delay rentals in order to maintain this lease in effect during the primary term
In the absence of such drilling or reworking operations or production of oll or gas.

19. WARRANTY CLAUSE. The owner of the soll warrants and agreas 1o defend litle to tha leased premisas. If the owner of the soil defaulls
In payments owed on the leasad premises, then Lessee may redeem the rights of the owner of the sail in the leased premises by paying any morigage,
taxes or other liens on the leased premises, If Lessee makes paymaents on behalfl of the owner of the soll under this paragraph, Lesses may recover the
cost of these payments from the rental and royalties dua the owner of the soil,

20, (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soll owns less than the entire undivided surface eétate in the above
described land, whether or not Lessea's Interes! Is specified herein, then the royalties and rental herein provided to be paid to the owner of the soil shall
be paid to him in the proportion which his interest bears to the entire undivided surface estate and the royalties and rental herein provided 1o be paid to
the Commissioner of the General Land Office of the State of Texas shall ba likewise proportionately reduced. However, before Lessee adjusis the
royaity or rental due to the Commissioner of the General Land Office, Lessee or his authorized representative must submit to the Commissioner of the
General Land Office a written statement which explains the discrepancy between the interest purportedly leased under this lease and the actual interest
owned by the ownar of tha soll. The Commissioner of the General Land Office shall be paid the value of the whole production allocable to any undivided
Interest not covered by a lease, less the proportionate development and production cost allocable to such undivided interest. However, in no event shall
the Commissioner of the Genaral Land Office recelve as a royalty on the gross production allocable to the undivided Interest not leased an amount less
than the value of one-sixteenth (1/18) of such gross production.

(B) REDUCTION OF PAYMENTS. If, during tha primary tamn, a portion of the land coverad by this lease s Included within the boundaries
of a pooled unit that has been approved by the School Land Board and the owner of the soll in accordance with Natural Resources Code Sections
52.151-52.154, or If, at any time afler the expiration of tha primary term or the extanded 1amm, this lease covers a lesser numbaer of acres than the total
amount described herein, paymants that are made on a per acre basis hareunder shall be reduced according 1o the number of acres pooled, released,
surrendared, 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 oulside the boundaries of a pooled unit, or, If after the axpiration of the primary term, the number of acres
actually retained and covered by this lease

21. USE OF WATER, Lessee shall have the right 1o use water produced on sald land necessary for oparations undaer this lease except water
from wells or tanks of the owner of the soil; provided, however, Lasses shall not use potabla water or water sultable for livestock or irrigation purposes
for waterflood operations without the prior consent of the owner of the soll.

22. AUTHORIZED DAMAGES. Lessee shall pay the owner of tha soil for damages caused by lts operations lo all personal property,
Improvements, livestock and crops on said land.

23. PIPELINE DEPTH. When requasted by the owner of the soll, Lessea shall bury its pipelines below plow depth,

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

25. POLLUTION. In developing this area, Lesses shall use the highest degree of care and all proper safeguards 1o prevent poliution, Without

limiting the foregoing, pollution of coastal wellands, natural waterways, rivers and iImpounded walter shall be prevented by the use of containment

facilities sufficient to prevent spillage, seepage or ground water contamination. In the event of pollution, Lesses shall use all means al its disposal 1o

\ recapture all escaped hydrocarbons or other pollutant and shall be responsible for all damage 1o public and private properties, Lesses shall bulld and
' maintain fences around Its slush, sump, and drainage pits and tank balteries so as 1o protect livestock agains! loss, damage or injury; and upon
complation 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. Lessee shall, while conducting operations on the leased premises, keep said premisas fres of all rubbish, cans, botties, paper cups or garbage,
' and upon complation of operations shall restore the surface of the land 1o as near Its original condition and contours as Is practicable. Tanks and
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equipment will be kepl painted and presentable.

26. REMOVAL OF EQUIPMENT, Subject 1o limitations In this paragraph, Lessee shall have the right to remove machinery and fixtures placed
by Lessee on the leased premises, including the right 1o draw and remove casing, within one hundred twenlty (120) days after the expiration or the
termination of this lease unless the owner of the soll grants Lessee an extension of this 120-day period. However, Lessee may nol remove casing from
uny well capable of producing oll and gas In paying quantities. Additionally, Lessee may not draw and remove casing until afler thirty (30) days writlen
nolice 1o the Commissioner of the Ganeral Land Office and 1o the owner of the soll. The owner of the soil shall become the owner of any machinery,
fixtures, or casing which are not limely removed by Lessee under the terms of this paragraph.

27. (A) ASSIGNMENTS. Under the conditions contalned in this paragraph and Paragraph 29 of this lease, the rights and estales of either
party to this lease may be assigned, in whole or in part, and the provisions of this lease shall extend 10 and be binding upon their helrs, devisees, legal
representatives, successors and assigns. However, a change or division In ownership of the land, rentals, or royalties will not enlarge the obligations of
Lessee, diminish the rights, privileges and estates of Lessee, impalr the effectiveness of any payment made by Lessee or impair the effectiveness ol any
act performed by Lessee. And no change or division in ownership of the land, rentals, or royalties shall bind Lessee for any purpose until thirty (30) days
after the owner of the soll (or his heirs, devisees, legal representatives or assigns) furnishes the Lessee with satisfactory written evidence of the change
In ownership, including the original recorded muniments of title (or a certified copy of such original) when the ownership changed because of a
conveyance. A total or partial assignment of this lease shall, to the extent of the interest assigned, relleve and discharge Lossee of all subsequent
obligations under this lease. If this lease Is assigned in its entirety as lo only part of the acreage, the right and option lo pay rentals shall be apportioned
as belween the several owners ratably, according 1o the area of each, and fallure by one or more of them 1o pay his share of the rental shall not affect
his lease on the pan of the land upon which pro rata rentals are timely paid or tendered; however, If the assignor or assignee does not file a cenlfied
copy of such assignment In the General Land Office belore the next rental paying date, the entire lease shall terminate for failure 10 pay the entire rental
due under Paragraph 3. Every assignee shall succeed lo all rights and be subject 1o all obligations, llabilities, and penalties owed to the Siate by the
ofiginal lessee or any prior assignee of the lease, including any liabliities lo the State for unpald royaltes.

(B) ASSIGNMENT LIMITATION. Notwithstanding any provision In Paragraph 27(a), If the owner of the soll acquires this lease in whole or
in part by assignment without the prior written approval ol the Ce issioner of the G | Land Office, this lease Is void as of the time of assignment
and the agency power of the owner may be lorfelled by the Commissioner, An assignment will be treated as il it were made 10 the owner of the soll if the
assignee Is.

(1) a nominee of the owner ol the soll;

(2) & corporation or subsidlary in which the owner of the soil Is a principal stockholder of Is an employea of such a corporation or subsidiary;
(3) & partnership in which the owner of the soil is a partner or Is an employee of such a partnership;

{4) a principal stockholder or employee of the corporation which |s the owner of the soll;

(5) & partner or employee In @ parinership which |s the owner of the soll;

(6) & fiduciary for the owner of the soll; Including but not limited 1o & guardian, trustee, execulor, administrator, receiver, or conservator for the
owner of the soll; or

(7) & tamily member of the owner of the soll or related o the owner of the soll by marriage, blood, or adoption.

28. RELEASES. Under the conditions contained in this paragraph and Paragraph 29, Lesses may at any time execute and dellver o the
owner of the soil and place of record a release or releases covering any portion or portions of the leased premises, and thereby surmender this lease as
10 such portion or portions, and be relieved of all subsequent obligations as o acreage surrendered. If any part of this lease Is properly surendered, the
delay rental due under this lease shall be reduced by the proportion that the surrendered acreage bears (o the acreage which was covered Ly this lease
Immediately prior 1o such surrender; however, such release will nol relieve Lessee of any labllitles which may have accrued under this lease prior 1o the
surrender of such acreage.

29. FILING OF ASSIGNMENTS AND RELEASES. If all or any pan of this lease |s assigned or released, such assignment or release mus! be
recorded In the county whaere the land Is situated, and the recorded Instrumaent, or a copy of the recorded Instrument certified by the County Clerk of the
county In which the Instrument is recorded, must be filed in the General Land Office within 80 days of the last execution date accompanied by the
prescribed filing fee. I any such assignment is not so filed, the rights acquired under this lease shall be subject to forfelture at the option of the
Commissioner of the General Land Office.

30. DISCLOSURE CLAUSE. All provisions pertaining 1o the lease of the above-described land have been included In this instrument,
Including the statement of the true consideration 1o be pald for the execution of this lease and the rights and duties of the parties. Any collaleral
agreements ¢ ing the developmant of oll and gas from the leased premises which are not contained in this lease render this lease Invalld.

31. FIDUCIARY DUTY. The owner of the soil owes the State a fiduclary duty and must fully disciose any facts affecting the State’s inlerest in
ihe leased premises. Whan the Inlerests of the owner of the soll conflict with those of the State, the owner of the soll is cbligated 1o pul the State’s
Interests before his personal interests.

32, FORFEITURE. If Lessee shall fall or refuse 1o make the payment ol any sum within thinty 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 fall or refuse to drill any
offsel 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 fall to file reponts 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 Rallroad Commission, or I Lessee should refuse the proper authority access 1o the records pertalning lo operations, or Il Lessee or
an authorized agent should knowingly fall or refuse to give correct information to the proper authority, or knowingly fall 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 scquired under this lease shall be subject 1o forfellure by the
Commissioner, and he shall forfeil same when sufficiently informed of the facts which authorize a forfelture, and when forfeited the area shall again be
subject to lease under the terms of the Relinquishment Act. However, nothing herein shall be construed as walving the automatic termination of this
lease by operation of law of by reason of any special limitation arising hereunder. Forfellures may be sel aside and this lease and all rights thereunder
reinstated belore the rights of another Intervene upon satisfactory evidence Lo the of the General Land Office of fulure compliance with
the provisions of the law and of this lease and the rules and regulations that may be adopted relative herelo.

33, LIEN. In accordance with Texas Natural Resources Code 52.138, the Stale shall have a first llen upon all oll and gas produced from the
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area covered by this lease 1o secure payment of all unpaid royalty and other sums of money that may become due under this lease, By acceptance of |
this loase, Lessee grants the State, in addition to the lien provided by Texas Natural Resources Code 52.136 and any other applicable statutory llen, an
express contractual llen on and security interest in all leased minerals In and extracted from the leased premises, all proceeds which may accrue to
Lessee from tha sale of such leased minerals, whather 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
smounts due of to become due under this lease and lo secure payment of any damages or loss that Lessor may suffer by reason of Lessea's breach of
any covenant or condition of this lsase, whether express or implied. This llen and security interest may be foreclosed with or withoul court proceedings in
the manner provided In the Title 1, Chap. 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 llen. Lesses hereby represents that there
are no prior or superior llens arising from and relating to Lessee's activities upon the above-described property or from Lessea’s acquisition of this lease.
Should the Commissioner at any time determine that this representation is not true, then the Commissioner may declare this lsase forfelled as provided
herain,

34. POOLING. Lesses is hersby granted the right to pool or unitize the royalty interest of the owner of the soll under this lease with any other
leasehold or mineral interest for the exploration, development and production of ofl or gas or either of them upon the same terms as shall be approved
by the School Land Board and the Commissioner of the General Land Office for the pooling or unitizing of the interest of the State under this lease
pursuant io Texas Natural Resources Code 52.151-52.154, The owner of the soil agrees that the inclusion of this provision in this lease salisfies the
execution requiremaents stated in Texas Natural Resources Code 52.152

35. INDEMNITY. Lessee hereby releases and discharges the State of Texas and the owner of the soil, their officers, employees, partners,
agents, contractors, subcontractors, guests, invitees, and their respective successars and assigns, of and from all and any actions and causes of action
of every nature, or other ham, Including environmental ham, for which recovery of damages Is sought, Including, but not limited to, all losses and
expenses which are caused by the activilies of Lessee, its officers, employees, and agents arising out of, incidenial to, or resulting from, the operations
of or for Lessee on the leased premises hereunder, or that may arise out of or be occasioned by Lesses's breach of any of the terms or provisions of this
Agreement, or by any other negligent or strictly llable act or omission of Lesses, Further, Lessee hereby agrees 1o be liable for, exonerate, indemnify,
defend and hold harmiess the State of Texas and the owner of the soll, their officers, employees and agents, their successors or assigns, against any
and all claims, liabiiities, losses, damages, actions, personal injury (including death), costs and expenses, or other harm for which recovery of damages
Is sought, under any theory including tort, contract, or strict Hability, including attorneys’ fees and other legal expenses, including those related to
environmental hazards, on the leased premises or in any way related lo Lessee’s fallure lo comply with any and all environmental laws; those arising
from or in any way related to Lessee’s operations or any other of Lesses’s activities on the leased premises, those arising from Lessee's use of the
surface of the leased premises; and those thal may arise oul of or be occasioned by Lessea’s breach of any of the terms or provisions of this Agreament
or any other act or omission of Lessee, its directors, officers, employees, partners, agents, contractors, subcontractors, guests, Invitees, and their
respective successors and assigns. Each assignee of this Agreemant, or an Interes! therein, agrees o be liable for, exonerate, indemnity, defend and
hold harmless the State of Texas and the owner of the soll, their officers, employees, and agents in the same manner provided above In connection with
the activities of Lessee, Its officers, employees, and agents as described above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF
THE INDEMNITY OBLIGATIONS AND\OR LIABILITIES ASSUMED UNDER THE TERMS OF THIS AGREEMENT SHALL BE WITHOUT LIMITS AND
WITHOUT REGARD TO THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXISTING CONDITIONS), STRICT LIABILITY, OR THE
NEGLIGENCE OF ANY PARTY OR PARTIES (INCLUDING THE NEGLIGENCE OF THE INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE
BE SOLE, JOINT, CONCURRENT, ACTIVE, OR PASSIVE,

38. ENVIRONMENTAL HAZARDS. Lassee shall use the highest degree of care and all reasonable saleguards to prevent contamination or
pollution of any environmental medium, including soll, surface waters, groundwater, sediments, and surface or subsurface strala, amblent alr or any
other environmental medium In, on, or under, the leased premises, by any waste, pollutant, or contaminant. Lesses shall not bring or permit to remaln on
the leased premises any asbestos containing materfals, explosives, toxic materials, or substances regulated as hazardous wasles, hazardous malerials,
hazardous substances (as the term “Hazardous Substance® Is defined In the Comprehensive Environmental Response, Compensation and Liability Act
(CERCLA), 42 U.S.C. Sections 0601, et seq.), or toxic substances under any federal, stale, or local law or regulation ("Hazardous Malerials”), except
ordinary products commonly used in connection with oll and gas exploration and development operatk and stored In the usual manner and quantities.
LESSEE'S VIOLATION OF THE FOREGOING PROHIBITION SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND
LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST
ANY CLAIMS, DAMAGES, JUDGMENTS, PENALTIES, LIABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS' FEES AND COURT
COSTS) CAUSED BY OR ARISING OUT OF (1) A VIOLATION OF THE FOREGOING PROHIBITION OR (2) THE PRESENCE, RELEASE, OR
DISPOSAL OF ANY HAZARDOUS MATERIALS ON, UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OR
CONTROL OF THE LEASED PREMISES. LESSEE SHALL CLEAN UP, REMOVE, REMEDY AND REPAIR ANY SOIL OR GROUND WATER
CONTAMINATION AND DAMAGE CAUSED BY THE PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER, OR ABOUT
THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITH THE REQUIREMENTS OF
APPLICABLE LAW. THIS INDEMNIFICATION AND ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE
ACTIONS UNDERTAKEN PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IMMEDIATELY
GIVE THE STATE OF TEXAS AND THE OWNER OF THE SOIL WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS
PARAGRAPH, UPON LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY
GOVERNMENTAL AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBLIGATIONS
OF LESSEE HEREUNDER SHALL SURVIVE THE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF THIS AGREEMENT,

37. APPLICABLE LAW. This lease Is lssued under the provisions of Texas Natural Resources Code 52.171 through 52.180, commonly
known as the Relinquishment Act, and other applicable statutes and amendments therelo, and If any provision in this lease does not conform 1o these
statutes, the statutes will prevall over any nonconforming lease provisions,

38. EXECUTION. This oll and gas lease must be signed and acknowledged by the Lessee before It Is filed of record in the county records and
in the Genaeral Land Office of the State of Texas. Once the filing requirements found In Paragraph 38 of this lease have been satisfied, the effective date
of this lease shall be the date found on Page 1

39. LEASE FILING. Pursuant to Chapter 9 of the Texas Business and Commerce Code, this lease must be filed of racord in the office of the
County Clerk In any county in which all or any part of the leased premises Is located, and certified coples thereol must be filed Iin the General Land
Office, This lease Is not effective until a certified copy of this lsase (which s made and certified by the County Clerk from his records) s filed In the
General Land Office In accordance with Texas Natural Resources Code 52.183. Additionally, this lease shall nol be binding upon the State unless It
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recites the actual and true conslderation pald or promised for execution of this lsase. The bonus due the Stale and the prescribed filing lee shall

accompany such certified copy lo the General Land Office.

40. PAID-UP RENTALS. NOTWITHSTANDING ANYTHING HEREIN TO THE CONTRARY, this Lease is a Paid-Up Lease. Delay rentals for
the second and third years have been prepaid. The receipl ol the rentals is hereby acknowledged by the State of Texas and by Fred P. Armstrong &

Ingrid U. Armstrong each party having received $130.00 for the prepald rentals.

LESSEE
PETRO-HUNT, LLC

BY: /\"Qx) IJ > ,MJ:

BRUCE W. HUNT |,l b
Title: Pragident o
Date: @{//ﬁ/&’r ‘L‘“’ y
a5y
STATE OF TEXAS STATE OF TEXAS

STATE OF TEXAS

BY:

Individually and as agent for the State of Texas
Date:

BY:

Individually and as agent for the State of Texas
Date:

STATE OF TEXAS

BY:

Individually and as agent for the Stale of Texas
Date:

True and Correct
copy of
Original filed in

Reeves
Clerks Office




o

<o Bom YCZ e 694

STATE OF /l;.\‘- Ge (CORPORATION ACKNOWLEDGMENT)

COUNTY OF

BEFORE ME, the undersigned authority, on this day personally appeared Bruce W. Hunt
krmlomﬂobcﬂ'npeﬂmm-mlhmmmfmhimmum
of Petro-Hunt, LLC and acknowledged to me that he
executed the same for the purposes and consideration thersin expressed, in the capacity stated, and as the act and deed of sald comacation, Qbm?n,‘\j

Gwmumrmymmuddomcaw“m Ia day of ‘ .ZOQ_S.
o s Wy,
& \A\ M. L (.\ %
tn e %
§§c;’ i ﬂf-%_
b et ¥
STATE OF | Q&S LY . h"r “ﬁ ; (CORPORATION ACKNOWLEDGMENT) |

COUNTY OF N\'\\\u)\ , "d 24,7 mf) > ,

ey i

|

BEFORE ME, the undersigned authority, on this day personally appeared Gary N. Covinglon I
kmwnmmemumcmnmmumnhlubtuhdlomufmlmunmm ‘
of Dela Minerals, Inc. and acknowledged to me that he J
executed the same for the purposes and conslderation therein :}nlm. In the capacily stated, and as the act and deed of sald corporation. 1

Given under my hand and seal of office this the ll day of ZOOF !
%-\\_. - A—— |
\
Notary Public in and for
STATE OF (INDIVIDUAL ACKNOWLEDGMENT)

COUNTY OF

BEFORE ME, the undersignad authority, on this day personally appsared

known 1o me to be the persons whose names are subscribed to the foregoing Instrument, and acknowledged to ma 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

STATE OF (INDIVIDUAL ACKNOWLEDGMENT)

COUNTY OF ‘

BEFORE ME, the undersigned authority, on this day p lly app

knownlomtobolmnmm-m.nmumlubcdlbodlolhlongolnglmlnmm.w-dmouodgodmmumuaycuc;nndlmumnlmlho
purposes and consideration therein expressed.

Given under my hand and seal of office this the day of . 20 ’
Notary Public in and for

! - -
!
} - ' R o - ANY PROVELGM HERLN = ot RIS L SALL, RENTAL,
| R ISE BF i (0 500 IR JFCAUSE (OF COLDR
’ { R RALE 15 VAL 356 N FOLSALE LINDER | FTRAL

| e wo. 2211 s :
’ | FILED FOR RECORD ON THE 9TH DAY OF JUNE A.D. 2005 3:06 P m.
| | DULY 10TH DAY OF JUNE A.D. 2005 9:00 A .
[ BY: ' , DEPUTY DIANNE O. FLOREZ, COUNTY CLERK
. REEVES COUNTY, TEXAS

True and Correct
.o " . "ee . OOPyO'
‘e £ 1 o for e o3 Original filed in
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o-: ‘o. : ... Qo. HSBVOB coun‘y

Clerks Office
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e FILE# 3107 _ (

| i, '
General Land Office
.. Relingylshment Act Lease Form
Revised, September 1097

R g AL I T

m‘)g %tﬂt of @Exag

. Austin, Texas

v OIL AND GAS LEASE

THIS AGREEMENT Is made and entered Info this_20™ day of QOclober .2004 . between the State of Texas, acting
by and through its agent, Ann Covinglon Henderson
of 2708 University Ave., San Angelo, Texas 76904-5322

(Give Parmaneni Address)
sald agent herein referred to as the owner of the soll (whether one or more), and Petro-Hunt, LLC

of 1601 Eim Street, Sulte 3400, Dallas, TX 75201-7201 hereinafter called Lessee.
(Give Permanent Address)

1.GRANTINOM“.Fuwhmdwmmxmmmdﬁnwvmwwnmmbopdd.wm
performed by Lessee under this lease, the State of Texas acting by and through the owner of the soil, hareby grants, leases and lets unto Lesses, for
the sole and only purpose of prospecting and drilling for and producing oll and gas, laying pipe lines, bullding tanks, storing oll and building power
mum.ul-prmurmwmmw.mmm.m.wumor,mtmmmmmmumm.mmmlm
situated in Regves County, State of Texas, to-wit:

All of Section 42, Bock 58, Public School Land Survey;

containing §15 acres, more or less. The bonus consideration paid for this lease is as follows:

; To the State of Texas: Five Thousand Six Hundred thirty-Seven and 50/100
Dollars ($5,637.50 )

To the owner of the soll: Five Thousand Six Hundred thirty-Seven and 50/100
Dollars ($5,637.50 )

Total bonus consideration: Elgven Thousand Two Hundred Seventy-Five and No/100
Dollars ($11.275.00 . )
\ The total bonus consideration pald represents a bonus of One Hundred Fifty and No/100
Dollars ($18000 ) peracre,on 37,5833  net acres.

2. TERM. Subject to the other provisions In this lease, this lease shall be for a term of Three (3) years from
this date (herein called “primary term”) and as long thereafter as oil and gas, or either of them, is produced in paying quantities from said land. As used
In this lease, the term "produced In paying quantities” means that the receipts from the sale or other authorized commercial use of the substance(s)
covered exceed out of pockel operational expenses for the six months last past.

- — : e <jrr(rCUTTEC1——'1
. Y ODy (')f
Ongainal filed in
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‘ .. *» " 3, DELAY RENTALS. If no well Is commencad on the leased pramises on or before one (1) year from this date, this lsasa shali terminate,
. unlese or or befors such anniversary date Lesses shall pay or landar 1o the owner of the soll or to his credit in the

: Bank, at
) o I8 successors {which shall continue as the depository regardiass of changea in the cwnership of said land), the amount specified below; in addition,

Leasee shall pay or tender to the COMMISSIONER OF THE GENERAL LAND OFFICE OF THE STATE OF TEXAS, AT AUSTIN, TEXAS, a like sum on
or before sald date. Payments under this paragraph shall operate as a rental and shall cover the privilege of deferring the commeancement of & well for
one (1) year from said date. Peyments under this paragraph shall ba in the Iollowing amounts:

To the owner of the soll: Eightaen pnd 80/100

Dollars ($18.80 }
To the State of Texas: Eightasn and 80/100
Dollars ($18.80 )
- Total Delay Rantal: Thity-Seven and 80/100 |
Dolars ($37.80 ) '

In a like manner and upon like paymants or tenders annually, the: commencement of & well may be further deferrad for successive perlads of one (1)
yaar sach during the primary term, All paymanis or tenders of rental o the owner of the s0il may be made by check or sight draft of Lesses, or any
assignes of this lease, and may be dellversd on or before the rentsl paying date, i the bank designated in thls paragraph {or its successor bank} should
cease to exist, suspend businass, liquidate, fall or ba succesded by another bank, or for any reason fail or rafuse to accept rental, Lessse shall not be
held In default for fallure 10 make such paymants o tenders of rental untll thirty {30} days after the owner of the soll shall dellver 1o Lesses a proper
recordabla instrumant naming another bank as agant to racelve such paymeants or tanders.

4. PRODUCTION ROYALTIES. Lipon production of oll and/or gas, Lessos wgroes 1o pay or cause 10 be paid one-half (1/2) of the royalty
| provided for In this lease o the Commiasioner of the Genaral Land Cffice of tha Stata of Taxas, &t Austin, Texas, and one-half (1/2) of such royalty 1o the
i owner of the soll;

. ‘ (A) OIL. Royalty paysbis on oll, which I3 defined as Including alt hydrocarbons produced In a iquid form at the mouth of tha weil and also
' #s ol condensate, distilate, snd other lquld hydrocarbona recovared Trom oll or gas run through 8 separator or other squiprnend, a8 harelnafter provided,
shall be 1/5____part of the gross production or the market valua thereof, at tha option of the owner of tha soll or the Commissioner of the Ganeral Land
{ Office, such valus to ba determined by 1) the highest posted price, plus premium, If any, offered or paid for oll, condensate, distillate, or other liquid
hydrocarbona, respectively, of a like typs and gravity In the general arma whars produced and whan run, or 2) tha highest market prica thereof offered or
paid in the ganeral area whera produced and when run, or 3) the gross proceeds of the sale thereof, whichever is tha greater. Lessea agreea that bafors
any gas produced from the leased premises la sold, used or processed in a plant, It will be run fres of cost 1o the rovalty owners through an adequats oil
and gas saparator of conventional type, of other equipment at Jeast as efficient, so that all liquid hydrocarbons recoverabla from the gas by such means
will be recoversd, Tha requirement that such gas be run through a separator of other equipment may be walved, In writing, by the royalty owners upon
such lerms and condlilons as they prescribe,

]

1

' . (B} NON PROCESSED GAS. Royalty on any gas (including flared gas), which is defined as all hydmcartons and gaseous substances

| nat defined as o In subparagraph (A) above, produced from any well on sald land (sxcept as provided hersin wilh respect to gas procassad in a plant

l for the axtraction of gasoilne, liquid hydrocarbons o other products) shalibe 1/5 _ part of the gross production or the market value thersol, at the
option of the owner of the soil or tha Commissionar of the Genaral Land Office, such value to be based on the highest market price paid or offersd for

l g8 of comparable quallty in the genaral sara where produced and when run, or the pross price pald or offered to tha producer, whichever ls the greater:
provided that the maximum pressurs base In measwring the gas under this lease shall not at any time excesd 14.65 pounds per square inch absolute, !

I and the standard basa lemperaturs shall be sixty (60) dagress Fahranheit, correction to be made for pressurs according to Boyle's Law, and for spacific |
gravity according 1o tasts made by the Balance Mathod or by the most approved mathod of testing being used by the industry at the time of lasting.

—_ : {C) PROCESSED GAS. Reyalty on any gas processed in a gasoline plant or other plant for the recovery of gasoline or other dquid
hydrocarbons shall be 1/5 part of the residus gas and Lhe Nquld hydrocarbons extracted or the markat valus theceof, at the option of the owner
of tha soll or tha Commilssionar of the Ganeral Lanxt Office. All royaltles dus hersin shal be based on one hundred percent (100%) of tha tolal plant
production of residue gas attributabls to gas produced from this laase, and on fifty parcant (50%), or that percent accruing to Leases, whichaver is the
greater, of tha lotal plant production of liquid hydrocarbons attributable to the gas produced from this lease; provided that If iquid hydrocarbons are
recovered from gas processed in @ plant In which Lasses (or its parent, subsidiary or affiliate) owns an Interest, then tha percantags applicable to quid
hydrocarbons shall be fifty parcent (50%) or the highest percent accruing 1o & third party processing gas through such plant under a procassing
agreamaent negotiatad at am’s length (or If thare I no such third party, the highest parcert then being specified In processing agreements or contracts In
tha Industry), whichever s the greater. The raspective royaltiea on residue gas and on liquid hydrocarbons shall be determined by 1) the highest market
prics pald or offerad for any gas {or liquid hydrocarbons) of comparable quallty In the genaral aras, or 2) the gross price pald or cffered for such residus
¢as (or the welghted average gross salling price for tha respactive grades of liquld hydrocarbons), whichever is the greater. In na event, however, shall
the royalties payabls under this paragraph be less then tha royalties which would have baen dus had tha gas not bean processed.

(D) OTHER PRODUCTS. Rovalty on carbon black, sulphur or any other products producad or manufactured from gas (excepting liquid
hydrocarbons) whether sald gas ba “casinghead,” "dry,” or any olher gas, by fractionating, burming or any other p Ing shall be 1/§ pat of
the gross production of such products, or the market value thereof, at the option of the owner of the ol or the Commissioner of the General Land Offica,
such market valus to b determined as follows: 1) on the bas!s of the highest market price of sach product for the sama month in which such product i !
produced, or 2) on the basis of the average gross sala prica of each product for the same month In which such products are produced; whichaver Is the
greatsr,

5. MINIMUM ROYALTY. During 8ny yeal after the expiration of the primary term of this lease, i this leass ls maintained by production, the )

royallles paid under this leasa in no event shall be lass than an amount equal to tha total annual delay rental herein provided; otharwisa, thers shail be !

! due and payabla on or beforw the lasi day of tha month ding the anni y date of this lease & sum squal io the tolal annual rantal lass the !
amount of royalties pald during the precading year, If Paragraph 3 of this lease doss not specity » delay rental amount, then for the purposes of this

paragraph, the delay rental amount shall be one dollar {$1.00) per acre. )

k : True and Correct
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8. ROYALTY IN KIND. Notwithatanding any other provision In this lease, at any time or from time to time, the owner of the soll or the
Commissionar of tha Genaral Land Office may, at tha option of sither, upon not less than sixty (60} days noftice o the holder of the leasa, require that the

" payment of any roystties sccruing to such royalty ownar under this lease be made In kind.. The owner of the s0il's of the Commissioner of the General

Land Office’s right to take its royalty In kind shall not diminish or negate the owner of the soll's or the Commissioner of the Genaral Land Office’s rights
or Lessaa's obligations, whether axpress or implied, under this leass.

7. NO DEDUCTIONS. Lassee agrees that all royalties accruing undar this leass {inciuding thoss pald In kind) shall be without deduction for
the cost of producing, gathearng, storing, separating, treating, dehydrating, comprassing, processing, transporting, and otherwise making the ofl, gas and
other products hersunder ready for sale or use. Lesses agreas to compute snd pay royalties on the gross valua recalved, including any reimbursements
for saverance taxas and production related costs.

8. PLANT FUEL AND RECYCLED GAS. No royeity shall be payable on any gas as may represent this lease’s proportionate share of any fuel
used 10 process gas produced hersundar in any procassing plant. Notwithstanding any other provision of this lease, and subject to the writlen consent of
the owner of the soll snd tha Commissioner of the General Land Offica, Lessea may recycls gas for gas Iift purposes on the leesed premises or for
Injection Into any oll or gas producing formation undertying the lsased premises after the fiquid hydrocarbons contalned in tha gas have been removed;
no roysities shall be payable on the recycled gas unlll i Is produced and sold or used by Leasee in a manner which entities the royalty ownera to &
royaity under this lesss.

9. ROYALTY PAYMENTS AND REPORTS. Alt royalties not 1aken in kind shall be paid to the Commissioner of the General Land Office at
Austin, Texas, in the following manner:

Payment of roysity on production of ofl and gas shall ba & provided In the rules set forth In the Texas Register, Rules curently provide that royaity on oll
I dus snd must be received in the General Land Ofice on or befora the Sth day of the second month succeading the month of production, and royalty
on gas is dus end must be received in the General Land Office on or before the 15th day of the second month succesding the month of production,
accompanled by the affidavit of the owner, manager or other authorized agent, completed in the form and mannar prescribed by the General Land Office
and showing the gross amount and disposition of sl ofl and gas produced and the market value of the oll and gas, logether with a copy of all documents,
racords or reports confirming the gross production, disposition and market valus including gas mater readings, pipsfine receipts, gas fne recelpts and
other checks or mamoranda of smount produced and put Into pipelines, tanks, or pools and gas lnes or Gas storage, snd any other reports of records
which tha Genersl Land Office may requirs 10 verify the gross production, disposition and markst vaius. 1n afl cases the suthority of & manager or agent
to act for the Lassae hersin must be flled in the General Land Office. Each royalty payment shall be sccompanied by e check stub, schadule, summary
or other ramittance sdvice showing by tha assigned General Land Office leese number the smount of royaity being pald on sach leass. if Lesses pays
hs royalty on or before thirty (30} deys after the roysity payment was dus, then Lessee owes 8 penalty of 5% on the roysaity or $25.00, whichever is
greater, A royaity payment which |s over thirty (30) days late shall sccrus a penaity ¢f 10% of tha royalty due or $25.00 whichaver Is greater, In sddition
to & penalty, royeilles shall actrue intarsst st a male of 12% per year; such Interest will begin o accrue when the royalty |s sixty (60} days ovenfue.
Affideviis and supporting documents which are not flled when due shall Incur a penaity n an amount set by the Genecad Land Offica sdministrative rule
which |8 effecttve on the date when the aflidavits or supporting documents were due. The Lessee shall bear sl responslblilty for paying of causing
roysttes 1o be paid as prescribed by the due date provided herein. Paymant of the delinguency penalty shall in no wey opsiats to prohibit the State's
right of forisiture as provided by law nor act 1o postpona the date on which royallias were originally dus. The above penalty provisions shall not apply in
cases of fitls dispule as to the Siate’s portion of the royalty or 1o that portion of the rayalty In dispute as to fair market value,

10. (A} RESERVES, CONTRALTS AND OTHER RECORDS, Lassea shall annualty furnish the Commisaloner of the General Land Office
wlth its best posslibia estimats of oll and gas reserves undarlying this leasa or allocabls to this lease and shall lurnish gald Commisaioner with copies of
all contracts under which gas is sold or processed and afl subsequent agreemeants and amendments to such contracts within thirty (30) days after
entaring into or making such contracts, agreements or amendments, Such contracts and agrasments when recelved by the General Land Office shall be
held in confidence by the General Land Offica unless otherwise muthorized by Lessse. All other contracts and records pertaining to tha production,
transportation, sale and marketing of the ofl and ges produced on sald premises, Including the books and sccounts, recelpts snd discharges of &l wells,
tanks, pools, meters, and pipelines shall at afl times be subject to inspection and examination by the Commissioner of the General Land Offics, the
Attomey General, the Govemar, or the reprasentative of sny of them,

{B) PERMITS, DRILLING RECORDS. Written notice of all operations on this leass shall be submitted to tha Commissioner of the
Ganeral Land Office by Lasses or operator five (5) days before spud date, workover, re-entry, temporary abandonment or plug snd abandonment of any
well or wells, Such written notice to the General Land Office shall Include coples of Rallrosd Commission forms for spplication to drfl. Coples of well
tasts, completion reports and plugging reports shall be supplled 10 tha General Land Office st the time they sra filad with tha Texas Raitroad
Commission, All applications, permits, reports or other filings that refarence this lease or sny specific well on the lsased premises snd thal ara submitted
to the Texas Rallroad Commisalon or any cthar govemnmental agency shali Include the word "Stats” In the title. Additionalty, in accordance with Raltrosd
Commission rules, any signage on the sased premises for the purpose of kenlitying wells, tank batterles or other sssociated improvernents to the Land
must also Include the word "Stats.” Lesses shall supply the General Land Office with any reconds, memoranda, sccounts, neports, cuttings and cores, or
other information relative 1o the operation of the sbove-described premises, which may be raquested by tha General Land Office, In addition to those
herein sxpressty provided for, Leases shall have an slectrical sntor radloactivity survey made on the bors-hole section, from the base of the surface
casing to the total depth of wall, of all wells drillad on the sbove dascaribed premises and shall transmit 8 true copy of the log of sach aurvey on each well
to the General Land Office within fifteen (15} days after the making of sald survey.

{C} PENALTIES. Lesses shall incur m penalty whenever reports, documents of other materlals sre not filad In tha General Land Office
when dus. Tha penalty for late filing shall be sst by the Ganeral Land Office administrative rula which is effective on the dets when the materials were
due In the General Land OfMce,

11, DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. i, during the primary tarm hersof and prior to discovery and
production of ofl or gas on sald tand, Lesses should diifl a dry hole or holas thareon, or If during the primary lamn hereof and after the discovery snd
sctual production of of or gas from tha leasad premises such production thersof should caasa from arry causa, this leass shall not terminste i on of
befors tha axpiration of sixty (60} days from date of complation of sald dry hots or cessation of production Lessss commences additional drilling or
reworking operations thareon, or pays or tanders the next snnual delay rental In the gamae mannar as provided in this leasa. If, during the last year of the
primary term or within sixty (60) days prior thereto, & dry hole be complatad and abandoned, or the production of ol o gas should caase for any causs,
Lessee’s rights shall remaln In full force and affect without furthar operations untl the expiration of the primary term; and H Leasea has not resumed
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prodyction In paylng quantities at tha axplration of the primary term, Lessss may malintain this lease by conducting sdditional drilling or raworking '
' pparations pursuant to Paragraph 13, using the explration of the primary term as the date of cessation of production under Paragraph 13, Should the first
. well of any subsequent welt drilled on the above described land be complated as & shut-in olf or gas well within the primary term hereof, Lesses may

resuma payment of the annual rental in the same manner as provided herain oo or befors the rental paying date foliowing the expiration of sixty (80)
days from the date of complation of such shut-in oll or gas well and upon the faiiure to make such payment, this lease shall ipso facto terminats. If at the
oxpiration of the primary term or any tme thereafter a shut-in oil or gas well is located on the leased premisas, payments may ba made In accordance
with the shutn provisions hersof.

12. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. I, at the expimtion of the primary term, neither olf nor gas Is being
producad on sald tand, bint Lessse ls then engaged in drilfing or reworking operations therson, this lease shal? remain in force 3o long as operationa on
saic well or for drilling or reworiing of sy sdditional wells are prosscuted in good falth and In workmaniike mannar without intarmuptions totaling mors
than sixty (80} days during any one such operation, and if they resul In the production of oif and/or gas, 8o long thereafter as ofl and/or gas Is produced
In paying quantities from sald lend, of paymani of shut-in oll or gas well royalties or compensatory roystties ks made as provided in this lease.

1), CESSATION, DRILLING, AND REWORKING, I, after tha axpiration of the primary term, pmduction of off or gas from the leasad
premisas, afiar once obtained, should caase from any cause, this leass shall not terminate if Lassas commances additional drilling or reworking
operations within alxty (50) days after such cessation, and this lease shal remaln in full forcs and effect for so long as such cperations continue In good
faith and In workmanlike mannsr without Interruptions totaling more than sixty (60) days. If such diilling or reworking oparations rasult in the production
of gil or gas, the lease shall remnain in full force and effect for 5o long as oll or gas [s produced from the leassd premises in paying quantitias or paymant
of shutn ofl or gas wall royalties or paymsnt of compensatory royallles is made as providad herein or a8 provided by law. If the drilling of reworking
pparations rasult in the completion of a well as & dry hole, the lease will not terminate if the Lessee commences additional drilling or reworking
operations within slity (60) days after tha completion of tha well a3 a dry hola, and this lease shall remaln in effact 0 long as Lessss continues drilling or
reworking operations in good falth and in a workmanilke manner without interruptions lotaling more than slxty (60) dayi, Lessee shall give written notice
to the General Land Office within thirty (30) days of any cessation of production.

14, SHUTJN ROYALTIES. For purposes of this paragraph, “well® means any well that has baan assigned s well number by the state agency
having Jurisdiction over tha production of oll and ges. U, at any time afier the explrallon of the primary term of a leass that, untll being shut in, was being
maintalned in force and sffact, 8 well capable of producing oil or gas In paying quantities Is iocated on the lessed premisss, but oll or gas ks not being
producad for lack of sultable production facilitles or lack of a sultable market, then Lasses may pay as & shut-n olf o gas royalty an smount equal to
doubla the snnual rental provided In the leese, but not less than $1,200 & yaar for sach well capable of producing oll or gas in paying quantities. if
Paragraph 3 of thls lease doss nol apecify a delay rental amount, then for tha purposas of this paragraph, tha delay rental amount shall ba one dollar
{$1.00} per acre. To be sffective, sach inftlal shut-n ofl or gas royaity must be palid on or befora: {1) tha expiration of the prmary lerm, (2) 80 days afer
the Lesssas ceanes to produca oit or gas from the leased premises, or (3) 60 days after Lessee complates a drlling or reworking operation in accordancs
with the lease provisions; whichaver date ls latest, Such paymaent shall ba made ons-hall (1/2) to the Commissioner of tha General Land Office and one-
half {1/2) to the owner of tha soll. f the shuiin oll or gas royalty ls peld, the leass shall be considered 1o be a producing leass and the payment shall
extand the term of the lease for 8 period of one ysar from the end of the primary term, or from the firat day of tha month following the month in which
production ceased, and, after that, If no sultable production facilities or sultable market for the oll or gas exists, Lessea may extand tha leass for four
mors successive periods of one (1) year by paying the same amount sach ysar on o bafore the sxpiration of sach shutin year.

15. COMPENSATORY ROYALTIES, I, during the pariod the leass [s kept in effact by payment of the shut-in oll or ges royalty, oll or gas i
sold and deliverad in paying quantities from a well located within ona thousand {1,000) feot of the leassd pramises snd compieted i the same producing
resarvoir, or in any case In which dralnage Is occurring, the righl 1o continue to maintain tha lease by paying the shut-in ofl or gaa royalty shall cease, but
the leasa shall remain effective for tha remalnder of the year for which the royalty has been pald. The Lessea may maintain the leass 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 dralnage or which Iy complstad In the same producing reservoir and within one thousand (1,000} feat of the leased pramises. The compensatory
royalty Is to ba pald monthty, one-half {1/2) o the Commissioner of the General Land Office and one-half {1/2} to the owner of the soll, beginning on or
before the last day of the month following the month in which the oll or gas ls produced from the well causing the dralnage or that s completed in the
sama producing resarvolr and locatad within ona thousand {1,000} feset of the lsased premises. If tha compengatory royalty paid in any 12-month pariod
Is an amount leas than the annual shut4n ol or gas royalty, Lessee shall pay an amount equal to the differsnce within thirty (30) days from the and of the
12-month period, Compaensatory royalty paymants which are not timely pald will accrue penalty and intereat In sccondance with Parsgraph 8 of this
feasa. Nona of these provisions will rellove Lessss of tha obligation of reasonabla developmant nor the obligation to drill offaet wells aa provided In
Texas Natural Resources Code 52.173; howaver, gt the detarmination of the Commissioner, and with tha Commisaionar's written approval, the payment
of compensatory royaties can satisfy the obligation to drill offsat walls,

10. RETAINED ACREAGE. Notwithstanding any provision of this isass to the contrary, after s wek producing or capable of producing ol or
gas has bean compieted on tha leased pramises, Leases shall sxercise the diligence of & masonably prudent operatar In drilling such addiional well or
walls as may be reasonably necessary for the proper development of tha laased premisass and in marketing the production therson,

{A) VERTICAL, In the event this leass is in force and effect twa {2) years after the expiration date of the primary or extended term i shall
then terminate as to sl of the loased premises, EXCEPT (1) 40 acres sumounding each oil well capable of producing in paying quantities and 320 acres
sirrounding sach gas well capabla of producing In paying quaniities (including e shut-n ot or gas well as provided In Paragraph 14 hereof}, or a well
upon which Lesses is then engaged In continuous drilling or reworking operations, or (2) the numbar of acrea Inciuded In a producing pooled unit
pursuent 10 Texas Natural Resources Code 52.151-52.154, or (3) such greater or lesser number of acres ss may then be aliocated for production
purposes to a proration unit for sach such producing well under the rufes and regulations of the Rallroad Commission of Texas, or any succaessor
sgency, or other governmental authority having Jurisdiction. If at eny ime efler the effactive date of the partial termination provisions herecf, the
applicable fold rulas are changed or the weil or wells located therson ara reciassified so that less acreage ls thereafter aliocated to sald well or wells for
production purposes, this leass shall thereupon tenminate as to all acreage nol thereafier allocatad to said well or walls for production purposes.
Notwithstanding the termination of this leasa as to a portion of the lands coversd hersby, Leasaa shall neverthaless continue to have the right of ingress
10 and egress from the lands still subject to this leass for all purposas described In Paragraph 1 hersof, together with sasements and rights-of-way for
existing roads, exiating pipeiines and other exiating facillties on, over and across all tha lands describad in Paragraph 1 haraof ("the retalned lands®), for
access to and from the retained lands and for the gathering or transportation of ol, gas and other minerals produced from the retained lands.

(B) HORIZONTAL. In the event this lease Is in force and effact two (2) years afler the expiration date of tha primary or axtendad term it
shall further teminats as 1o all depths below 100 feet below the iotal depth drilled {hereinafter *deeper depths”) in each well located on screage retained
In Paragraph 18 (A} above, unieas on or before two (2) years alter tha primary or sxtended term Lesses pays an amount equal to one-half (1/2) of the
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_ bonus odginally pald as consideration for this laase {as specified on paga 1 hereof). Il such amount is paid, this leass shall be In force and effect 33 to
such deepsr depths, and sald termination shall be delayed for an additional period of two {2) years and so long thereafter as of of gas Is produced in
. paying quantities from such deeper depths covered by thia lease.

(C} IDENTIFICATION AND FILING. The surface acreage retained hersunder as 10 each well shall, as nearty a3 practical, be in ths form of
& square with ths wall located In the center thersof, or such other shape 88 may be approved by the Commiseloner of the General Land Office, Within
thirty {30) days after partial termination of this lease as provided hereln, Lessea shall exacuts and record o release or relaasss contalning & satlsfactory
legal description of the acreage and/or dapths not reteinad hereundar. Tha recorded release, or a certiflad copy of sams, shall be fiied in the General
Land Office, accompanied by the fiiing fee prescribad by the General Land Office rules In affect on the date the releass is flled. if Lesses falls or refuses
to executs and record such releass of releasss within ninety {60) days afer being requested 1o do s by the Genarsl Land Office, than the
Commissioner at his sole discretion may designate by written Instrument the acreage and/or depths to ba released hereunder and necord such
instrument st Lesses’s expansa in the county or counties where the lease is located and In the official recorde of the Genaral Land Office and such
deslignation shall be binding upon Lasase for all purposes.

17, OFFSET WELLS, Neither the borus, delay rentals, nor royalties pald, or to ba pald, under this leasa shall rellsve Lesssa of his obilgation
to protect the off and gas under the above-described land from being dreined. Lessee, sublasase, recsiver or other agent in control of tha leasad
pramises shall drill 85 many wells as the facts may justify and shall use appropriste means and drill to @ depth necessary to prevent undus drainage of
oll and gas from the leased premises. In addition, If o and/or gas should ba produced In commercial quantities within 1,000 fest of the leased premisas,
oF in sy case whers the leased pramises is being drained by production of ol or gas, tha Lesses, sublesses, recsiver or other agent in control of the
leased pramises shall in good falth begin the drilllng of 8 wel or wealls upon ths leased premises within 100 days aftar tha draining well or wells of the
well or wells complatad within 1,000 feet of ths leasad pramises start producing in commercial quantiiies and shall prosscute such drilling with diligencs.
Failure to satisfy tha statutory offsst obiigation may subject this lease and the cwner of the soll's sgency rights to forfelture. Only upon the detammination
of the Commissioner of the General Land OMce and with his written approval may the payment of compensatory royalty under applicabla statutory
parameters satisfy the obligation to drill an offset well or wells required under this paragraph,

. 18, FORGE MAJEURE. I, sfter & good falth effort, Lasses ks prevenied from complying with any express or implled covenant of this leass,
from conducting driling operations on the leased pramises, or from producing cil or gas from the leased premises by reason of war, reballion, riots,
strikas, acts of God, or any valld order, rule or regulation of government suthority, then whila so pravented, Lessse’s oblilgation to comply with such
covenant shall ba suspsnded and Lesses shall not be llable for damages for fallure to comply with such covenants; additionally, this lease shall be
sxtanded whila Lesses Is preventsd, by sny such cause, from conducting drilling and reworking cperations or from producing ol or gas from the lsassd
pramises. Howaver, nothing In this paragraph shall suspond the payment of delay rentals in order 10 maintaln this leass In effect during the primary tarm
In tha absance of such drilling or reworking operations or production of oll or ges.

19. WARRANTY CLAUSE. The owner of tha soll warants and agrees 1o dafend titie to the leasad premises. If the owner of the soll defaults
In payments owed on the leased premises, then Lessee may redeem the rights of the owner of the soll in the leasad premises by paying any morigage,
{axes or other llans on the leased premises, If Lossss makea payments on behalf of the owner of the soll under this paragraph, Lesses may recover the
cost of these payments from the rental and royaliles due the owner of the soll.

20. (A) PROPORTIONATE REDUCTION CLAUSE. ¥ the owner of the soil owns lass than the entire undivided surfece estate in the above
described land, whether or not Lessae’s Interest is specified herein, then tha royallles and rental hersin provided 1o be paid to the owner of the soll shall
ba paid to him in the proportion which his intarest bears to the entire undlvided surface estate and the royalties and rental herein provided to be peid to
tha Commissioner of the General Land Offics of the Stats of Taxas shall be likewisa proportionatsly reduced, However, before Lasses adfusts the
royatty of rental dus to the Commissioner of the General Land Offics, Lesses or his authorized repressntative must submit to tha Commissioner of the
Gonearal Land Office a written statarmant which explaing the discrepancy betwaen the interest purportedly leased under this leass and the actual interest
owned by the owner of the soll. The Commissioner of the General Land Office shall be paid the valua of the whola production allocabla to any undivided
Inturest not covered by & lease, less the proportionata developmant and production cost allocable o such undivided intarest. Howevar, In no event shall
the Commissioner of the General Land Offics recaive as a foyalty on the gross production allocable to the undivided intersst not laasad an smount less
than the valus of ona-sixtesnth (1/18) of such gross production.

{B} REDUCTION OF PAYMENTS. I, during the primary term, a portion of tha land coversd by this leasa ls included within tha boundsrias
of » pooled unit that has been approved by the School Land Board and the owner of the sof In accordance with Natural Resources Coda Sections
52.151-52.154, or I, at arvy time sfter the expiration of the primary term or tha extended 1srm, this lease covers & lasser number of acres than the total
amount dascribed herein, payments that are made on & per scre basis hereunder shall b reduced according to tha number of acres pooled, relsased,
surmrendered, or otherwise severed, so that payments determined on 8 per acre basls under ths terms of this laass during the primary term shall be
calculated based upon tha numbar of acres cutside the boundaries of a pooled unit, or, If after the expiration of the primary term, the number of acras
actualty retalined and covered by this laase.

) 21. USE OF WATER. Leases shall have the right to usa water produced on sald land necessary for operations under this laase except water
from wells or tanks of the owner of the soll; provided, however, Lessea shall not use potable water or waler sultable for livestock or Irmigstion purposes
for waterficod operations without the prior consent of tha owner of tha soil.

. 22. AUTHORIZED DAMAGES, Lessea shall pay the ownar of the soll for damages caused by Ilts operations {0 all personal property,
Improvemants, kvestock and crops on sald land,

23. PIPELINE DEPTH. When requested by the owner of the soll, Lesses shall bury fts pipelines below plow depth.

24, WELL LOCATION LIMIT. No we!l shall be diilled nearer than two hundred {200} feet 1o any house of bam now on sald premises without
the written consent of the owner of the soil.
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- - 25, POLLUTION. In developing this arsa, Lessss shall use the highest degres of care and all proper safeguards ic prevent pollution. Without
limhing the foregoing, poliution of coastal wetlands, nalural waterways, rivers and impoundsd walsr shall be pravented by the use of conlainment
. facliies.sufficlent to prevent splllage, seepage or ground water contemination. in the event of polivtion, Lesses shall use all maane at fts disposal to
recaptune all escaped hydrocarbons or other poliutant and ehall ba rasponsible for all damage %o public and private properties. Lassea shall bulld and
maintain fences around its slush, sump, and dralnage pits and tank batterles 8o as 1o protect fvestock against loss, damage or Injury; and upos
complstion or sbandonment of any well or wells, Lesses shall fill and level sl slush pits snd cellars snd completety clean up the drilling alta of all rubbish

therson. Lesses shal, whils conducting operations on the leased premises, keap sald premises free of all rubbish, cans, boitles, paper cups or garbege,
and upon complation of operations shall restore the surface of the land 10 &8 near e orginal condition and contours as Is practicable. Tanks and
. eaquipment will ba kept paintad and presantable.

26. REMOVAL OF EQUIPMENT. Subject to limitations in this paragraph, Lessee shall have the right to remove machinery and fixtures placed
by Lesses on the leased pramises, including the right to draw and remove casing, within one hundred twenty {120} days after tha expiration or the
| termination of this lsass uniess the owner of tha soil grants Lessae an extansion of this 120-day pariod. However, Lassas may not remove casing from
| any well capable of producing oll and gas In paying quantities. Additionally, Lesses may not draw and remove casing untl after thirty (30) days written
notice to the Commissioner of the General Lang Office and to the owner of tha sall. The owner of tha soll shall bacome the ownar of any machinery,
[ fixtures, or casing which are not imaely removed by Lesses under the terma of this paragreph.

27. (A} ASSIGNMENTS. Under the condltions contained In this paragraph and Paragraph 20 of this lease, the rights snd estatas of elther
| party io this lsage may be assigned, In whole or in part, and the provislons of this lsase shall axtend to and be binding upon thair heirs, deviseas, legal
| representatives, successors and assigns. However, a change or division in ownership of the land, rentals, or royalties will not snlarga tha obiigations of
Lessae, diminish the rights, privileges and estates of Lesses, impalr the eMectiveness of any payment made by Lessee or impair the effactivenass of any
act performed by Lasses. And no changa of divislon In ownership of the land, rentals, of royalties shall bind Lassee for any purpose until thirty (30) days
aftar the owner of the soll (or his heirs, devi logal rep tatives Of sssigns) fumishes the Lessse with satisfectory writien evidence of tha change
Inwmhlp.lru:ludiwmeudglnairucordedmunllmnuolmlu(wacerﬂﬁodeopydoudrodghal)uﬁunhmmmpmwedbocauuofn
convayance, A toial or partial assignment of this lease shall, to the exient of the inferest sssigned, relieve and discharge Lesses of all subssquant
obiigations under this leass. If this lease Is sssigned In its entirety as to only part of the acraage, the right and option 1o pay rentals shall be apportioned
ns betwsen tha several owners ratably, sccording to the arsa of each, snd fallure by one or more of them to pay his share of tha rental shall not effect
this leasy on the part of the land upon which pro rata rentals are timsly pald or tandered; however, if the assignor or sasignes does not flle a cartifled
copy of such assignment in the Ganeral Land Cffice before the naxt rental paying date, the sntire laase shall taminate for fatiure to pay the sntire rental
dus under Paragraph 3. Every sssignea shall succaed Lo all rights and be subject 10 all obligations, Nabllitles, and penalties owed (o tha State by the
i original lessee or any prior assignee of the leass, including any liabilitles to the State for unpald royalties.

{B) ASSIGNMENT LIMITATION. Notwithstanding any provision In Paragraph 27(a), If ihe owner of the soll acquires this leass in whola or
in part by assignmant without the prior written approval of the Commissioner of the Ganeral Land Cflica, this lease is void as of the Uma of assignment
- and the agency power of tha cwner may ba forfaltad by the Commisslonar, An assignment will bs treated s if it were made 1o the owner of the soll If the
assignea is:

(1} » nominee of the owner of the soll;
(2) & corporation or subsidiary in which the owner of the soll is a principal stockholder or ls an employes of such a corporation or subsidlary;
1 {3) = partnarship In which tha ownar of the soil Is & partner or ls an empicysa of such a partnership;
| . (4} & principal stockholder or employes of the corporation which ls the owner of the soll;
(5) & pariner or empioyes in a partnership which Is tha owner of the soll;
| . (6) a fiduciary for the owner of the soll; including but not limited to 8 guardlan, trustes, sxecutor, administrator, recelver, or conservator for the
ownar of tha soll; or
(7) & family member of the owner of the soll or relatad (o the owner of the soll by mariage, blood, or adoption,

28. RELEASES. Under the conditions contalned in this paragraph and Paragraph 29, Lessea may at any tima wxecuts and dallver to the
owner of tha soll and placa of recond 8 releasa or rleases covering any portion of portions of the jeasad premises, and theraby sumender this lease as
to such portion or pertions, and ba relieved of all subsequeni obligations as to acreage surrendared. If any part of this leass is properly sursndered, the !
delay rental dus under this lease shall ba reducad by tha proportion that the surrendersd acreegs bears 10 the acreags which was coversd by this lease

! Immedlatety priof to such sumsnder; however, such relaass wilt not relleve Lesass of any lablliles which may have accrued under this leass prior 1o the !
— surrender of such acreage. |

29. FILING OF ASSIGNMENTS AND RELEASES. If all or any part of this lease is assigned or relsassd, such asaigrment or reisase must be
recorded in the county whers tha land 1s situated, and the recorded instrument, or a copy of tha recorded Instrumeant certified by the County Clark of the
county In which the instrumant s recorded, must be flled in the General Land Office within 80 days of the last axacution date accompaniad by the
prescribed fiing fee. if any such assignment Is not so flled, the rights acquired under this lease shall be subjact to forfeiture at the option of the
Commissicner of the General Land Ofice.

30. CISCLOSURE CLAUSE, All provigions partairing to the lease of the above-described land have been included In this lnatrument,
including the statamant of the trus conslderation to ba paid for the axecution of this lease snd tha nights and dutles of the partiss, Any collslersl
agresmanis concarning the development of oll and gas from the lsasad premisas which are not contained in this lease render this lease Invalld.

31. FIDUCIARY DUTY. Tha cwner of tha soll owes the State a fiduclary duty and must fully disciose mny facts affecting the State’s interast in
the leased premises. When the Interssts of tha owner of tha soil conflict with thosa of the State, the ownar of the soll Is obligated to put the State's
Interasts bafors his personal intersats.,

32, FORFEITURE. if Lessaa shall fall or refuse to make tha paymsnt of any sum within thirty days aftsr & becomes dus, or if Lesaea or an
authorized agent should knowingty make any falss retum or false report concemning production or drilling, or If Lessee shall fall or refuse to drill any
| ofiset well or walls in goad falth as required by law and the rules and regulations adopted by the Commissioner of the General Land Office, or If Lesses
! should fak to flla reports In the manner required by law or fall 10 comply with rules and regulations promulgatad by tha General Land Office, the School

Land Board, or the Ralioad Commission, or if Lessss should refusa the proper authority sccess 1o tha records pertaining to operations, or i Lessse or
' an authorized sgent should knowingly fall of refusa lo pive comect information to the proper suthority, or knowingly fall or refuse to fumnish the General
! Land Office a commect log of any well, or if Lessee shall knowingly viclate any of the mataral provisions of this leass, o If this loase s assigned and the
assignment s not fAlad in the General Land Cffice as required by law, the rights acquired under this lsase shall bs subject to forfelture by the
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. .
Commissionar, and he sha¥ forfelt sams when sufficiently informed of the facts which authorize & forfeiture, and when forfeited the area shall again be
subject to lease under the terms of the Retinquishment Act However, nothing hersin shall b construed ss walving the sutomatic termination of this

- leasa by operation of law or by reason of any special imitation arlsing hereunder. Forfaltures may bs sel sside and this leasa and all rights thereunder

i reinstatad before the rghts of ancther intervens upon satisfaciory evidencs to the Commissioner of the General Land Office of futurs compliance with

| . the provisions of the law and of this leass and the rules and regulations that may be adoptad relative hereta,

33, LIEN. In sccordance with Taxas Natural Resources Code 52,138, the State shalt have a first lian upon sl of and gas produced from the
area covered by this laase to securs payment of all unpsid royalty and other sums of money that may bacoms dus under this lease, By mocaptance of
this lease, Lossea grants the State, n addition to the lan provided by Texas Netural Rescurces Code 52.136 and any other appilcabis statutory Hen, an
exprass contractual fien on and sacurity Infersst in all leased minerals in and exiracted from the | d premk ol p ds which may sccrue to
Lasses from the sals of such leased minersls, whether such procesds are hald by Lesses or by a third party, and all fixtures on and Improvements to tha
Jaased pramises usad In connection with the production or processing of such leased minarals In order to secura the payment of alt royalties or other
amounts dua or 1o bacoma dus under this leass and to securs peyment of any damages or loas that Lessor may suffer by resson of Lessaa's breach of
| ! mymmMumiumofmbm.mthouxpfmorhpliod.mshnmduecuﬂtyhlmﬂmaybolwucmdmmummmunpmodimh
‘ . tha manner provided In the Title 1, Chap. 9 of the Texas Business and Commarce Code. Lessos agrees that the Commisaloner may require Lesses to
sxscuts and record such Instruments as may be reasonably necessary to acknowipdge, attach or parfact this llen. Lesses hereby represants that there
are na priof of superior liens arlaing from and relsting to Lessae's activities upon the above-described property o frorm Lesass's acquisition of this leasa,
Should the Commissionas st any tima detsmina that this representation Is not true, then the Commissioner may declare this lease forfoited as provided
harein, -

' . 34. POOLING. Lasses is hereby granted the right to pool or unitize the royalty interast of the owner of the soit under this lasse with sny athar

| leasshold or mineral Interast for the expioration, developmant and production of ol or gas or elther of them upon the same terms as shall be approved

i " by tha School Land Board and the Commissioner of the General Land Offica for the pooling or unitizing of the interest of the Stats under this lease

! pursuant o Texas Natural Resowces Code 52.151-52.154. The owner of the 30/l agreas that the Inclusion of this provision in thia lease satisfies the
sxecution raquirements staled in Texas Naturs! Resources Code 52.152.

15, INDEMNITY. Lasses hersby releases and discharges the State of Texas and tha owner of the sofl, thelr officers. employess, pariners,
| agents, contractors, subcontraciors, guests, invitees, end their respective successors and assigns, of snd from all and sny actions and causes of action
. of every nature, or other hamm, including environmental hammn, for which racovery of damages is sought, Including, but not limitsd to, all loases and
‘ s expensey which are caused by the activities of Lessee, fts officers, empioyses, and agants arising out of, Incidental to, or resulting from, the cperations
} of or for Lassea on the leasad premises hareunder, or that may arise out of or bs occasionad by Lessee’s braach of any of the terms or provisions of this
Agrsemant, or by any other negligent or strictly liabla act or omisslon of Lessee. Further, Lessea hareby agrees to ba Nabls for, exonerate, indemnify,
defend and hold harmless the State of Texas and the owner of tha soll, thelr officers, employess and agenis, their succeasors or assigns, against any
snd alt claima, llablities, loases, damages, sctions, personal Injury (including daath), costs and axpenses, or othet ham for which recovery of damages
Is sought, under any theory Including torl, contract, or atrict llabilty, Inciuding altomeys’ fees and other legal axpansss, Including those related Vo
environmental hazards, on the leasad premises of In any way related to Lessea's fallure to comply with any and alf environmental laws; those erising
from o in any way related 1o Lessea's opsrations or sny other of Lessea’s activilles on the leasad premises; thoss arlsing from Lessee's use of tha
surface of the leasad premisss; and thoss that may arse oul of or be occasioned by Lesses's breach of any of the terms of pravisions of this Agreemant
or any cther act or omission of Lesses, Rts direciors, officers, smployses, pariners, egents, contractors, subcontraciors, guests, Invitoes, and their
raspective successors and sssigns, Each assignes of this Agreement, or an Interest tharein, agrees o be lable for, exonerate, Indemnify, defend and
hoid harmisss the State of Texas and the owner of the soll, thair officers, smployees, and sgents In the same manner provided sbove in connaction with
the activities of Lesseoe, Its officers, smpioyees, and sgents as described above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED KEREIN, ALL OF
THE INDEMNITY OBLIGATIONS ANDIOR LIABILITIES ASSUMED UNDER THE TERMS OF THI3 AGREEMENT SHALL BE WITHOUT LIMITS AND
WITHOUT REGARD TO THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXISTING CONDITIONS), STRICT LIABILITY, OR THE
NEGUIGENCE OF ANY PARTY OR PARTIES (TNCLUDING THE NEGLIGENCE OF THE INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE
BE SOLE, JOINT, CONCURRENT, ACTIVE, OR PASSIVE.

38. ENVIRONMENTAL HAZARDS, Lassea shall use the highest degrea of cars end all reasonable safeguands to prevent contamination o
poltution of any envirosnmental medium, Including soll, surface waters, groundwater, sediments, and surface or subsurface strata, ambient sir or any
other snvironmantal medium in, on, or under, the leasad pramisas, by any waste, pollutant, or contaminant, Lesses shall not bring or permit o ramaln on

| ! the leased premises any asbestos containing materials, expiosives, toxic materals, or substances reguisted ax hazardous wastes, hazardous materials,
‘ | hazardous substances (as tha tarm "Hazardous Substance® s definsd In the Comprehensive Environmental Responsa, Compansation and Liability Act
\ ; {CERCLA), 42 U.S.C. Sections 8501, t #aq.}, or toxic substances under any federal, state, or local law or regulation ("Hazardous Malerials”), extept
| | ordinary products commonly used in connection with off snd gas expiorstion and developmant opersations and stored iy the LUsual manner and quantities.
‘ LESSEE'S VIOLATION OF THE FOREGOING PROHIBITION SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND
b LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST
ANY CLAIMS, DAMAGES, JUDGMENTS, PENALTIES, LIABILITIES, AND COSTS (TNCLUDING REASONABLE ATTORKEYS' FEES AND COURT
| COSTS) CAUSED BY OR ARISING OUT OF (1) A VICLATION OF THE FOREGOING PROHIBITION OR (2) THE PRESENCE, RELEASE, OR
DISPOSAL OF ANY HAZARDOUS MATERIALS ON, UNDER, OR ABQUT THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OR
! CONTROL OF THE LEASED PREMISES. LESSEE SHALL CLEAN UP, REMOVE, REMEDY AND REPAIR ANY SOIL OR GROUND WATER
. CONTAMINATION AND DAMAGE CAUSED BY THE PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER, OR ABOUT
! THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITH THE REQUIREMENTS OF
‘ : APPLICABLE LAW, THIS INDEMNIFICATION AND ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE
| ACTIONS UNDERTAKEN PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IMMEDIATELY
GIVE THE STATE OF TEXAS AND THE OWNER OF THE S8OIL WRITTEN NOTICE OF ANY BREACH OR BUSPECTED S8REACH OF THIS
PARAGRAPH, UPON LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY
GOVERNMENTAL AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBLIGATIONS
OF LESSEE HEREUNDER SHALL SURVIVE THE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF THIS AGREEMENT.
|

: 37, APPLICABLE LAW. This leass s lssusd under the provisions of Texas Natural Resources Colda 52.171 through 52,190, commonly
known as the Relinquishment Act, and other applicable statutes and amendments thareto, and If any provision In this lease does not conform 1o thess
statutes, the statutes will prevall over any nonconforming lease provisions.

|
| . |

True and Correct
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‘ . = 38, EXECUTION. This o and gos lease must ba signad and acknowledged by the Lessea befors R is filed of record in the county records and
| « Inthe.Genaral Land Office of the State of Texas. Oncs the filing requiraments found in Paragraph 39 of this lsasa have bean salisfied, the effective date
! ) - of this leass shall ba the dala found on Page 1.

39. LEASE FILING. Pursuant 1o Chapter 9 of the Texas Business and Commerce Coda, this lease must ba flled of record In the office of the
County Clerk In any county In which all or any part of tha leased premises is focated, and certified coplas theraol mus! ba fliad in the General Land
Office. This laasa Is not effective until & certified copy of this lease (which Is made and cartifisd by the County Cierk from his records) Is filed In the
General Land Office In accordance with Texas Natural Resources Cods 52.183. Additionally, this leass shall not be binding upon the State unless it
. raclies the actual and true consideration pald or promisad for exscution of this lease, The bonus due the State and the prescribed flling fes shall
accompany such certified copy to the General Land Offica.

——' LESSEE
PETRO-HUNT,
. BY: -7L—
| Titte: %55’ (vt a™t |
| Date: 25 '07" i

o

STATE OF TEXA? * STATE OF TEXAS
f
BY: a/y-n- J:-n m_h“—- a8y

Ann Covington Henderson
Individually snd as agent for tha State of Texas Individually and as agent for the State of Texas
‘ Dats: fo-2b-8 L_} : Cate:
-

STATE OF TEXAS STATE OF TEXAS
BY: BY:

| Individually andt as agant for the State of Texas Individualty and as sgent for the State of Taxas
Data: Date;

! ‘ ' ' True and Correct
’ copy of

| g Orlqmﬂal filed in’
3 Reeves County
LI .a\'. sse  eee Clerks Office
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i © sTaTEOF __“TEXOS (CORPORATION ACKNOWLEDGMENT)
county oF __ Da \\0g

BEFORE m.mwm.mmmmww%—d
known 10 me 10 be the person whose name |s subscribed 1o the foregoing Instruments as

of Cetan - W LG and acknowledged to me that he
exmwhmlumowmulmdmmwow.lnﬂucapadtylm.d.mdulrnldmddndohddwmﬂw,

of QW ,m‘b\_-}_.

Given under my hand and seal of

Notary Public in and for SO

(INDIVIDUAL ACKNOWLEDGMENT) /
appeared /

to ma that they executed for the

(4 200f.

ylouryf-'ub“clnlndlur

X
(INDIVIDUAL ‘%OM-E&NU
L

| COUNTY OF /
' asroasw../mmmd e .mw-uymamn/.pp.ma
1
known to me to be namaes are subscribed to Yhe foregoing fhstrumant, acknowledged fo me that
purposes and expressed.
Given under my | seal of office this the _c2.]__ day )
Notary Public In and
STATE OF Ti*ﬂs N (INDIVIDUAL ACKNOWLEDGMENT)

county oF __10M Gear/
BEFORE ME, the undersigned suthorly, on this day personally appeared__/] (V' covin/ gror)  HEWN

DER S/

known o me to be the persons whose names are subscribed to the foregoing instrument, and acknowledged to me that they executed the same for the
‘ purp and cor ' thereln exp: d.

‘ mmuu-mymwuddmmm_‘gfamo« [’Cﬁﬁff .mﬂ-
:- ‘.: T SRS == ,ﬁﬁ;z[pfvr\ \J(xflfl/._)[/’r\/

SUZANN SWANSON

NOTARY PUBLIC )
BTATE OF wm-rypubucmuéhr T FKAS

My Comm. Exp. 08-11-06 |

i

=

FILE wo. 3107
FILED FOR RECORD OW THE I5TH __ par or DECEMBER A.D. 2004 AT 2:43 P n.
DULY \RECORDED OW 2ND DAY or DECEMBER _ A.D. 2004 aY 11:00 A w.

True and

copy of
L O 8 e ( }ﬂ(_]lnﬂa| filed ln
78§ DL Reeves County
-e -
ses @ . . . Clerks Office

\
\




Lease B
Date Filed: _(p-F-30F

File No._Alr/0477.F

Jerry E. Patterson, Commissioner

o
.

i

e
"’I.—

L]
“—
L4 N

SR¥IY:

CERTIFIED TRUE AND CORRECT COPY CERTIFICATE

STATE OF TEXAS
COUNTY OF REEVES

The above and foregeing is a full, true and comect photagraphic copy of the

oniginal record now in my lawlul custody and possession, as the same is
filedirecorded in the publia u(e)cords of my office, tound in vOL _ 689

PAGE__ 22 THRU .
| hereby cerified on 12/27/209_4_

o4 DIANNE O, FLOREZ, COUNTY CLERK

J REEVES GOUNTY, TEXAS
" BY 4_DEPUTY

*
(X2 211 ]
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E

CORRECTION OIL & GAS LEASE
CORRECTS OGL DATED OCTOBER 20,

st oo o SRRSO 2004, RECORDED IN VOL. 691, PAGE

Wovines, Soplambar: 1087 281, REEVES COUNTY, TEXAS

HEM | (‘fﬁ%ﬁg @lgffj b e SR AN HRO T IsTRONERT
e 10f20/2T

@\)e %tﬂtﬁ of Qfexag E;fplmcl 25" Lease

Austin, Texas

OIL AND GAS LEASE

THIS AGREEMENT is made and entered into this_20" day of Oclober ,2004 , between the State of Texas, acting

by and through its agent, Jane Covinglon Drake

of 2707 Harvard Ave., San Angelo, Texas 76904-5313
(Give Permanent Address)

said agent herein referred to as the owner of the soil (whether one or more), and Petro-Hunt, LLC

of 1601 Eim Streel, Suite 3400, Dallas, TX 75201-7201 hereinafter called Lessee
(Give Permanent Address)

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

All of Section 42, Block 58, Public School Land Survey;

containing 615 acres, more of less. The bonus consideration paid for this lease is as follows

To the State of Texas, Two Thousand Eight Hundred Eiahteen and 75/100
Dollars ($2.818.75)

To the owner of the soil_Two Thousand Elaht Hundied Eiahleen and 75/100
Dollars (52.818.75)

Total bonus consideration: Five Thousand Six Hundred Thirty Seven and 50/100
Dollars ($5.637.50)

; The total bonus consideration paid represents a bonus of One Hundred Fifty and No/100 -
Daollars ($150.00 ) per acre, on 37 5833 nel acres

2. TERM. Subject to the other provisions in this lease, this lease shall be for a term of Three (3) years from
this date (herein called “primary lerm”) and as long thereafter as ol and gas, or either of them, is produced in paying quantities from said land  As used
in this lease, the lerm “produced in paying quantities® means that the receipts from the sale or other authorized commercial use of the substance(s)
covered exceed oul of pockel operational expenses for the six months last past

e o .o N
- ° 0 e -t
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!.DELAYRENTALS.!fmmhmnnmmdonmoluudmhnanorbdonmmynrfmmmhdm,mhlemsmnlaﬂnmﬂe.

unless on or bafore such anniversary date Lessee shall pay or tender to the owner of the soll or to his credit in the
Bank, at .
or its successors (which shall conti as the depository regardiess of changes in the ownership of said land), the amount specified below, In addition,
Lessee shall pay or tender lo the COMMISSIONER OF THE GENERAL LAND OFFICE OF THE STATE OF TEXAS, AT AUSTIN, TEXAS, a like sum on

nrbm-nudm,Pmummmwmnmuamnmwmmmummmd-mu |
one (1) year from said date. Payments under this paragraph shall ba in the following amounts: |

Ta the owner of the soil: Eighteen and 80/100
Dollars (518,80 )
To the State of Texas: Eighteen and 80/100
Dollars ($18.80 )
Total Delay Rental: Thirty-Seven and 60/100
Dollars (337,60 )
In & like manner and upon like payments or tenders annually, the commencement of a well may be further deferred for successive periods of one (1)
year sach during the primary term All payments or tenders of rental to the owner of the soll may be made by check or sight drafl of Lesses, or any
mngmdmhm,mmudﬂnmdonmmmwmm.uhmwhmmmu-mm)mu
cease to exist, suspend business, liquidate, fail or be succeeded by another bank, or for any reason fail o refuse to accept rental, Lessae shall not be

hoidIndeflull!orfﬂuulomakewdnplmorhndeudmmmthm(bmdmmarlmmruﬂhcmmlummLmntpmpor
recordable instrumant naming another bank as agent to receive such payments or tenders.

4. PRODUCTIDNHDYALTIES.UponpmdudbndoiIMm.mehmmuuuhb-pddmnumdmmnﬂy
provided for in this lease to the Commissi of tha G | Land Office of the State of Texas, at Austin, Texas, and one-half (1/2) of such royaity to the
owner of the soll

(A) OIL. Royalty payable on oil, which is defined as including all hydrocarbons produced in a liquid form at the mouth of the well and also |
as all condensate, distillate, and other liquid hydrocarbons recovered from oil or gas run through a separator or other equipment, as hersinafter provided,
shallbe 1/§ _ 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 f
Oﬂloc,nudivlmtobedlbﬂnmbyHmrlhhutpoﬂodpmn,pkumm‘ulny.uﬂunduwﬂ'uo“.mmau,dmmia.mmrhquh |
hyckocm,my.u-hmmmmhhmmmmmmnmn,mmmwwmwm« |
pcidlnth.pmommMmdumdmdﬂnnm.u:lhomnmdﬂuuhhnoﬂmu»&gmLq-uugrmlhllbﬂon |
any gas produced from the & d premises is sold, used or processed in a plant, it will be run free of cost to the royalty owners through an adequale ol |
omgaummdmmmm.mmmmdhmuM.anHhuHthurbmmuthhgnbywchmnm
wiﬂbcw.mwMmmhmmw-mumw”hnw.mm.bthmw
such terms and conditions as they prescribe

(B) NON PROCESSED GAS. Royalty on any gas (including flared gas), which Is defined as all hydrocarbons and gaseous substances |
notdeﬂmdunﬂlnumpcrnuph(A)abuv.,produood!romlﬂywcllonmhmtomuwmmmhmﬁtogummhlmm ‘
for the extraction of gasoline, liquid hydrocarbons or other products) shall be 1/5 part of the gross production or the market value thereof, al the
option of the owner of the soll or the Commissioner of the General Land Office, such value to be based on the highest market price paid or offered for
gas of comparable quality in the general area where produced and when run, or the gross price paid or offered to the producer, whichever is the grealer,
provided that the maximum pressure base in measuring the gas under this lease shall not at any time exceed 14 65 pounds per square inch absolute,
and the standard base temperature shall be sixty (60) degrees Fahrenheit, correction to be made for pressure according to Boyle's Law, and for specific |
gr-vmaomm\gmmmwmaﬂmmmmmmmm«mddmmmwhmummum |

(C) PROCESSED GAS. Royalty on any gas processed in a gasoline plant or other plant for the recovery of gasoline or other liquid
hydrocarbons shall be 1/§ part of the rasidue gas and the liquid hydrocarbons extracted or the markel value thereof, at the option of the owner
of the soll or the Commissioner of the General Land Office Al 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 lo Lesses, 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 |
rocovtndfmmnuprotnuodlnlplanlinwhlduhmo(mlnumﬂ.wbskihryorﬂah]mmhbmtIhmrhenornntmsppmmﬂquu
hydroumomlhclb-fMpmmnl(ﬂ}uthmwmmlmmmm“hwmmmnmm |
agreement negotiated at arm's length (or If there is no such third party, the highest percent then being specified in processing agreements or contracts in
the industry), whichever is the greater, The respective royalties on residue gas and on fiquid 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 (of the weighted average gross selling price for the respective grades of liquid hydrocarbons), whichever is the greater. In no event, however, shall
the royalties payable under this paragraph be less than the royalties which would have been due had the gas not been processed.

(D) OTHER PRODUCTS. Royalty on carbon black, sulphur or any other products produced or manufactured from gas (excepting liquid
hydrocarbons) whether said gas be “casinghead.” "dry,” or any other gas, by fractionating, buming or any other processing shall be 1/5§ pant of

the gross production of such products, or the market value thereof, al the option of the owner of the soil or the Commissk of the Ge: I Land Office,
such markel value lo be determined as follows: 1) on the basis of the highest market price of each produd for the same month in which such product is
produced, or 2) on the basis of the average gross sale price of each product for the same month in which such prod are pre d. which is the
greater

5. MINIMUM ROYALTY. During any year after the expiration of the primary lerm of this lease, If this lease is mair d by production, the

royalties paid under this lease in no event shall be less than an amount equal to the total annual delay rental herein provided: otherwise, there 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 the total annual rental less the
amount of royalties paid during the praceding year. If Paragraph 3 of this lease does not specify a delay rental amount, then for the purposes of this
paragraph, the delay rental amount shall be one dollar ($1 00) per acre

—— True and Correct
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6. ROYALTY IN KIND. Notwithstanding any other provision in this lease, at any time or from time lo time, the owner of the soil or the
Comr of the G: ‘umom“my,almmhﬂdmw.wonmlbulhanux!v(&}d-y;nuhmloﬂwhold.rdmhm.mmmnlmo
payment of any royalties accruing to such royally owner under this lease be made in kind. The owner of the soil's or the Commissioner of the General
Land Office’s right to take its royalty in kind shail not diminish or negate the owner of the soll's or the Commissioner of the General Land Office’s rights
or Lessee's obligations, whether express or implied, under this lease

7. NO DEDUCTIONS. Lessee agrees that all royalties accruing under this lease (including those paid in kind) shall be without deduction for
the cost of producing, gathering, storing, separating, treating, dehydraling, compressing, processing, transporting, and otherwise making the oil, gas and
olhetpmdumhonumrtudybfﬂofw‘mwwmmmywmhummm.Mmymh\MW
for severance laxes and production related costs

8. PLANT FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as may reprasent this lease's proportionate share of any fuel
uudtoprmgupmdumdhuounderhmypmuuhaplml.Ndwlmmlnolnyoﬂwpmvmonolmbbm.lmwopnlunumnmmmtd
the owner of the soll and the Commissioner of the General Land Office, Lessee may recycle gas for gas lift purposes on the leased premises of for
mpdiunkunmyouotgupmuuu\ghnn-ﬁmumnymuuhmdwmmmuulquwhynmmwmwmmoanbuncm,
no royalties shall be payable on the recycled gas until it is produced and sold or used by Lessee in a manner which entitles the royalty owners Lo a
royalty under this lease

a9 novuwmvmmnemmnrmmmmmumwnmmmmnmmmotuncuwaummn
Austin, Texas, in the following manner:

Paymenl of royalty on production of oll and gas shall be as provided in the rules set forth in the Texas Register Rules currently provide thal royalty on oil
is due and must be received in the General Land Office on or before the 5th day of the 1 month suc ding the month of production, and royalty
ongnudu-wmuubutmhndhnuutmmmmmub-hmmlmhdayotnu d month st ding the month of production,
ncmmplnbdwmt:I!ldlvitonmmr.wm“m@w,mhwmmmmwwuﬂwmm
and showing the gross amount and disposition of all oil and gas produced and the markel value of the oil and gas, together with a copy of all documents,
records of reports confirming the gross production, disposition and market value including gas meter readings, pipeline ipts, gas line recaipts and
other checks or memoranda of amount produced and pul into pipelines, tanks, of pools and gas lines or gas storage, and any other reports of records
which the General Land Office may require to verify the gross production, disposition and markel value In all cases the authority of a manager of agent
1o act for the Lessee hersin must be filed in the General Land Office. Each royalty payment shall be accompanied by a check stub, schedule, summary
o other remittance advice showing by the assigned General Land Office lease number the amount of royalty being paid on each lease. If Lessea pays
huroyﬂyonotbdnnb‘mn:m)dmMm:wclypaw\odmdm.mtmm.MdS%mhmnyuns.m,nmb
grutu,Amynymmntmumrthny(amdlylhhmdmamﬂla't-ntmcloyllymuu $25.00 whichever is greater. In addition
1o @ penalty, royalties shall accrue interest at a rate of 12% per year, such interest will begin to accrue when the royalty is sixty (60) days overdue
MM-mmmwm::-nolﬁhdmndunlhalmupmnymmmmmmbymsomrdundommmmn-!tltMtuh
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 1o prohibit the State’s
right of forfeiture as provided by law nor act 1o postpone the dale on which royalties were originally due. The above penalty provisions shall not apply in
cases of litle dispute as to the State’s portion of the royalty or to that portion of the royalty In dispute as to fair markel value

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually fumish the Commissioner of the General Land Office
mmnmmmuamwmmmmm«mmmmmmmmmmmu
all contracts under which gas Is sold or processed and all subsequent agreements and amendments 10 such contracts within thirty (30) days after

entering into or making such contracts, ag or i Such s and agreements when received by the General Land Office shall be
held in conf » by the G | Land Office unless otherwise authorized by Lessee. All other contracts and records pertaining lo the production,
transpodtation, sale and marketing of the oil and gas produced on said p including the books and accounts, receipts and discharges of all wells,
tanks, pools, meters, and pipelines shall at all times be subject o inspection and 1 by the Commissioner of the General Land Office, the

Attorney General, the Governor, of the representative of any of them

(8) PERMITS, DRILLING RECORDS. Written notice of all operations on this lease shall be submitied to the Commissioner of the
General Land Office by Lessee or operator five (5) days before spud date, workover, re-enlry, lemporary 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 o drill. Copies of well
tests, completion reports and plugging repois shall be supplied to the General Land Office at the time they are filed with the Texas Railroad
Commission. All applicati permits, reports or other filings that reference this lease or any specific well on the leased premises and that are submitied
1o the Texas Railroad Commission or any other governmental agency shall include the word “State” in the title. Additionally, in accordance with Railroad
Commission rules, any signage on the | d pr for the purpose of identifying wells, tank b or othar iated imp: s lo the land
must also include the word “Stale ” Lessee shall supply the General Land Office with any records, memoranda, accounts, reports, cuttings and cores, of
other information relative 10 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 elecirical 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 drilied on the above described premises and shall ransmit 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 sel by the General Land Office administrative rule which is effective on the dale when the materials were
due in the General Land Office

11. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, during the prmary term hereof and prior to discovery and
wmmmwmwmmw.mmm-MMNmm.ulmwmwwmwhmm
actual production of oil or gas from the leased premises such production thereof should cease from any cause, this lease shall not teminate i on ot

before the expiration of sixty (60) days from date of completion of said dry hole of ¢ tion of production Lessee ces additional driling or
reworking operations thereon, of pays of lenders the next annual delay rental in the same mannes as provided in this lease. If, during the last year of the
primary temm or within sixty (60) days prior therelo, a dry hole be P and ab d, or the production of oil or gas should cease for any cause,

| Lessea's rights shall remain in full force and effect withoul further operations until the expiration of the primary lermn, and If Lessee has not resumed

as o .. . k Oriqir filed In
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production In paying quantities at the expiration of the primary lerm, Lesses may maintain this lease by condudting additional drilling or reworking
operations pursuant o Paragraph 13, using the expiration of the primary term as the date of cessation of production under Paragraph 13 Should the first
well or any subsequent well driied on the above described land be completed as a shut-in oil or gas well within the primary lerm hereof, Lesses may
resume payment of the annual rental in the same manner as provided herein on or befors the rental paying date following the expiration of sixty (60)
days from the date of completion of such shut-in ol or gas well and upon the failure to make such payment, this lease shall ipso facto lerminate I at the
expiration of the primary term or any time thereafter a shut-in oil or gas well is located on the leased premises, pay may ba made in accordance
with the shut-in provisions hereof

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

13. CESSATION, DRILLING, AND REWORKING. If, after the expiration of the primary lemm, production of ofl or gas from tha leased
premises, after once obtained, should cease from any cause, this lease shall not lerminate f Lesses commences additional drilling or reworking
operations within sixty (60) days after such cessation, and this lease shall remain in full force and effect for 8o long as such operations continue in good
faith and in workmaniike manner without interruptions totaling more than sixty (80) 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 @s ofl or gas is produced from the leased premisas in paying quantities or payment
of shut-in oll or gas well royalties or payment of compansatory 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 lerminate 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 80 long as Lessee continues drilling or
reworking operations in good faith and in a workmaniike manner without interruptions totaling more than sixty (60) days Lessee shall give written notice
to the General Land Offica within thirty (30) days of any cessation of production

14. SHUT-IN ROYALTIES. For purposes of this paragraph, “well® means any well that has been assigned a well number by the state agency
having jurisdiction over the production of ol and gas_ If, at any time after the expiration of the primary term of a lease that, until being shut in, was baing
maintained In force and effect, a well capable of producing oil or gas in paying quantities is located on the leased premises, but oil or gas is not being
produced for lack of sultable production facilities or lack of a suitable market, then Lesses may pay as a shul-in oil or gas royalty an amount equal to
double the annual rental provided in the lease, but not less than $1,200 a year for each well capable of producing oil or gas in paying quantities. If
Paragraph 3 of this lease does not specify a delay rental amount, then for the purposes of this paragraph, the delay rental amount shall ba one dollar
($1.00) par acre. To be sffective, 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 ofl or gas from the leased premises, or (3) 60 days after Lesses completes a drilling or reworking operation in accordance
with the lease provisions, whichever date Is Iatest Such payment shall be made one-half (1/2) to the Commissionar of the General Land Office and one-
half (1/2) to the ownar of the soil If the shul-in oil or gas royalty is paid, the lease shall be d to be a p g 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, Iif no suitable production facilities or suiltable market for the ol or gas exists, Lessee may extend the lease for four
more successive periods of one (1) year by paying the same amount each year on or before the expiration of each shut-in year.

15. COMPENSATORY ROYALTIES. If, during the period the lease is kepl in effect by payment of the shut-in ol or gas royalty, oll or gas is
sold and delivered in paying quantities from a well located within one thousand (1,000) feet of the leasad 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 ol 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
mummbyu-umwm-anhthhmdhmmdmmmnIum
the drainage or which is completed in the same producing reservolr and within one thousand (1,000) feet of the d The atory
-wm-mu-p-umqM(tmuhcﬂmuuwwm-ﬂmumnmmuuuwmu
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 comp y royalty paid in any 12-month period
Is an amount less than the annual shut-in oil or gas royalty, Lessae shall pay an amount equal to the difference within thirty (30) days from the end of the
12-month period. Compensatory royalty payments which are nol timely paid will accrue penalty and interest in accordance with Pamagraph 9 of this
lease. None of these provisions will relieve Lessee of the obligation of reasonable development nor the obligation 1o drill offsel wells as provided in
Texas Natural Resources Code 52 173, however, at the determination of the Commissioner, and with the Commissioner's written approval, the payment
of compensatory royafties can satisfy the obligation to drill offset wells

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

(A) VERTICAL. In the avent this lease is in force and sffect two (2) years after the expiration date of the primary or extended term it shall
then terminate as to all of the leased premises, EXCEPT (1) 40 acres surrounding each oil well capable of producing in paying quantities and 320 acres
surrounding each gas well capable of producing in paying quantities (including a shut-in oil or gas well as provided in Paragraph 14 hereof), or a well
upon which Lessee is then engaged in continuous drilling or reworking operations, or (2) the number of acres included in a producing pooled unit
pursuant to Texas Natural Resources Code 52 151-52. 154, 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
nagency, or other governmental authority having jurisdiction. If al any time afler 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 weils for
production purposes, this lease shall thersupon terminate as to all acreage not thereafler allocated 1o sald well or wells for production purposes.

the termination of this lease as 1o a portion of the lands coversd hereby, Lessee ahall nevertheless continue to have the right of ingress
o and egress from the lands still subject to this lease for all purposes described in Paragraph 1 hereof, together with easements and rights-of-way for
existing roads, existing pipelines and other existing facilities on, over and across all the lands described in Paragraph 1 hereof ("the retained lands”), for
access to and from the retained lands and for the gathering or transportation of oil, gas and other minerals produced from the retained lands.

(B) HORIZONTAL. In the event this lease is in foros 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 16 (A) above, unless on of before two (2) years after the primary or extended term Lesses pays an amount equal to one-half (1/2) of the

True and Correct

-
sene
ssen
-e
-
.
sene

LR
L




‘ L 700 paoE 87

| bonus ong y paid as deration for this lease (as specified on page 1 hereof) If such amount is paid, this lease shall be in force and effect as 1o
| | such deeper depths, and said shall be delayed for an additional period of two (2) years and so long thereafler as oil or gas is produced in
| paying quantities from such deeper depths covered by this lease

(C) IDENTIFICATION AND FILING. The surface 9 d h der as lo 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 Cc 551 of the G | Land Office. Within
thirty (30) days after partial lermination 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 of 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 s located and in the official records of the General Land Office and such
designation shall be binding upon Lessee for all purposes.

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

par salisfy the obligation lo drill an offset well or wells required under this paragraph
ummmnm-mwmm-mmmm-mmmwmdmm

from conducting dnilling op: on the leased p from producing ol or gas from the leased premi by of war, reballion, nots,

strikes, acts of God, or any valid order, nhmmuhmndgomm-wmyunnwhwmm Lessee's obligation 1o comply with such

covenant shall be suspended and Lessee shall not be liable for damages for fallure to comply with such covenants, additionally, this lease shail be

extended while Lessee is prevented, by any such cause, from conducting diilling and reworking operations of from producing oll or gas from the leased
He g in this paragraph shall suspend the payment of delay is in order 1o maintain this lease in effect duning the prmary term

htmmdmamummWﬂmuwmdwaw

| 19. WARRANTY CLAUSE. The owner of the soil warmanis and agrees o defend title o the leased premises. If the owner of the soil defaults

in payments owed on the leased premises, then Lessee may redeem the rights of the owner of the soil in the leased premises by paying any morigage,
| taxes or other liens on the leased premises. Il Lessee makes payments on behalf of the owner of the soil under Ihis paragraph, Lessee may recover the
| cost of these payments from the rental and royalties due the owner of the soil

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soil owns less than the entire undivided surface estale in the above
described land, whether or not Lessee's inlerest is specified herein, then the royalties and rental herein provided 1o be paid to the owner of the soil shall
b.pn:llnhknmlrupmpommwhd\hunlnmdmmhmmmdoewdmmumuwroylhuandnmlhuompmvwwbopmdto

the Commissioner of the General Land Office of the Stale of Texas shall be likewise prop Hc , before Lessee adjusis the
royalty or rental due to the Commissioner of the General Land Office, LuuoothblM.de ik ‘wm.f‘ of the
General Land Office a written which exp the discrep bety the int purportedly lased under this lease and the actual interest

owned by the owner of the soll Tmcmdm&mtnumommmmulmvn.luonﬂhcwhohpcouuwonllloubblnanyundivﬂod
Interest not covered by a lease, less the proportionate development and production cost allocable to such undivided interest. However, in no event shall
the Commissioner of the General Land Office receive as a royalty on the gross production allocable to the undivided | not & d an amount less
than the value of one-sixteenth (1/16) of such gross production.

(B) REDUCTION OF PAYMENTS. If, during the primary term, a portion of the land covered by this lease is included within the boundaries
of a pooled unit that has been approved by the School Land Board and the owner of the soil in accordance with Natural Resources Code Sections
52.151-52 154, or if, at any time after the expiration of the primary tenm of the extended term, this lease covers a lesser number of acres than the total
mwmmmm.annwmmmmmmmmm ol acres p

. or olherwi mat-dlnlha!plyrmnudumﬂkmonawmbmmu\oumaflmluudumghmhﬂnmsﬂbe
awmmlmwdmmnmmd-WWulmmmumammmmmdm
actually retained and covered by this lease.

21, USE OF WATER. uuunulmhmtbmwmmmmmhmmmm-memnw
from welis or tanks of the owner of the soll, provided, however, Lessee shaill not use potable water or water suitable for | of
for waterflood operations without the prior consent of the owner of the soil

L4 Lol o4

22. AUTHORIZED DAMAGES. Lessee shall pay the owner of the soil for damages caused by its

P to all p | property,
Improvements, livestock and crops on said land

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

24. WELL LOCATION LIMIT. No well shall be drilled nearer than two hundred (200) feet 1o any house or barm now on said premises without
the written consent of the owner of the soll
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25. POLLUTION. In developing this area, Lessee shall use the highest degree of care and all proper safeguards to prevent pollution. Without
limiting the foregoing, pmbnufmm1mm natural waterways, rivers and impounded water shall be prevented by the use of containment
facilities sufficient 1o p .} page or ground water contamination. In the event of pollution, Lessee shall use all means af its disposal to
mapiurealuapodMmdwmmludsmlbuWhalﬂnmlemﬂcanﬁpﬁvﬂomﬂm Lessee shall build and
maintain fences around its slush, sump, and drainage pits and tank batteries so as to protect I g loss, age or injury, and upon
completion or abandonment of any well or wells, mmumwnmwmmmmmwmmmdnm
thereon. Lessee shall, while conducting operations on the leased premises, keep said premises free of all rubbish, cans, bottles, paper cups or garbage, |
and upon completion of operations shall restore the surface of the land to as near its original condition and contours as is practicable Tanks and |
equipment will be kept painted and presentable

26. REMOVAL OF EQUIPMENT. Subject lo limitations in this paragraph, Lessee shall have the right o remove machinery and fixtures placed
by Lessee on the leased premises, including the right lo draw and remove casing, within one hundred twenty (120) days after the expiration or the
termination of this lease unless the owner of the soil grants Lessee an extension of this 120-day period. However, Lessee may not remove casing from
any well capable of producing oil and gas In paying quantities Additionally, Lessee may not draw and remove casing until after thirty (30) days written
notice to the Commissioner of the General Land Office and 1o the owner of the soll. The owner of the soil shall become the owner of any machinery,
fixtures, or casing which are nol timely removed by Lessee under the tarms of this paragraph

27. (A) ASSIGNMENTS. Under the conditions contained in this paragraph and Paragraph 29 of this lease, the rights and estates of either
party (o this lease may be assigned, in whole or in part, and the provisions of this lease shall extend to and be binding upon their heirs, devisees, legal
representatives, successors and assigns. However, a change or division in ownership of the land, rentals, or royalties will not enlarge the obligations of
Lessee, diminish the rights, privileges and estates of Lessee, impair the effectiveness of any payment made by Lessee or impair the eflectiveness of any
act performed by Lessee. And no change or division in ownership of the land, rentals, or royalties shall bind Lessee for any purpose until thirty (30) days

| after the owner of the soil (or his heirs, devisees, legal representatives or assigns) furnishes the Lessee with satisfactory written evidence of the change
in ownership, including the original recorded muniments of title (or a certified copy of such original) when the ownership changed because of a
conveyance. A total or partial assignment of this lease shall, to the extent of the inlerest assigned, relieve and discharge Lessee of all subsequent
obligations under this lease. If this lease is assigned in is entirety as to only part of the acreage, the right and option to pay rentals shall be apportioned
as between the several owners ratably, according to the area of each, and failure by one or more of them o pay his share of the rental shall not affect
this lease on the part of the land upon which pro rata rentals are timely paid or lendered; however, if the assignor or assignee does nol file a certified
copy of such assignment in the General Land Office bafore the next rental paying date, the entire lease shall terminate for fallure to pay the entire rental
due under Paragraph 3. Every assignee shall succeed 1o all rights and be subject to all obligations, liablilities, and penatties owed lo the State by the
original lesses or any prior assignee of the lease. including any liabilities 1o the State for unpaid royalties

(B) ASSIGNMENT LIMITATION. Notwithstanding any pmvhbn in Paragraph 27(a), if the owner of the soil acquires this lease in whole or

in pan by assignment without the prior written approval of the C issi of the G | Land Office, this lease is void as of the time of assignment
and the agency power of the owner may be forfelted by the Commissi An assig) will ba treated as if it were made 1o the owner of the soil if the
assignes is

(1) a nominse of the owner of tha soll,

(2) a corporation or subsidiary in which the owner of the soil is a principal stockholder or is an smployse of such a corporation or subsidiary,
(3) a partnership in which the owner of the soil is a partner or is an employee of such a partnership;

(4) a principal stockholder or employes of the corporation which is the owner of the soll,

(5) a partner or employee in a parinership which is the owner of the soll,

(6) a fiduciary for the owner of the soll, Including but not limited to a guardian, trustee, executor, administrator, recelver, or conservator for the
owner of the soil, or

(7) a family member of the owner of the soil or related to the owner of the soll by ge, blood, or ad

28. RELEASES. Under the conditions contained in this paragraph and Paragraph 29, Lessee may al any time execute and deliver to the
owner of the soil and place of record a release or releases covering any portion or portions of the leased premises, and thereby surrander this leass as
to such portion or portk and be relieved of all subsequent obligations as to acreage surrendered. If any part of this lease is property surrendered, the
delay rental due under this lease shall be reduced by the proportion that the dered acreage bears o the ge which was d by this lease
immadiately prior to such surmender, howevar, such release will not relieve Lessee of any liabilities which may have accrued under this lease prior to the
surrender of such acreage

29. FILING OF ASSIGNMENTS AND RELEASES. If all or any part of this lease is assigned or rek d, such assignment or rel must be
recorded in the county where the land is situated, and the recorded instrument, or a copy of the recorded instrument certified by the County Clerk of the
county in which the Instrument is recorded, must be filed in the General Land Office within 80 days of the last execution dale accompanied by the
prescribed filing fee If any such assignment is not so filed, the rights acquired under this lease shall be subject to forfeiture at the option of the
Commissioner of the General Land Office

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

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

32. FORFEITURE. If Lessee shall fall or refuse lo make the payment of any sum within thity days after i 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 driil 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 r quired by law or fail 1o comply with rules and regt promulgated by the G Land Office, the School
Land Board, or the Railroad Commission, or if Lessee should refuse the proper authority access o the records pertaining to operations, or if Lessee or
an authorized agent should knowingly fail or refuse to give correct Information fo the proper authority, or knowingly fail or refuse lo fumish the General
Land Office a corredt log of any well, or if Lessee shall knowingly violate any of the malterial provisions of this lease, or if this lease is assigned and the
assignment Is nol filed in the General Land Office as required by law, the rights acquired under this lease shall be subject to forfeiture by the
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Commissioner, and he shall forfeit same when sufficiently informed of the facts which authorize a forfeiture, and when forfelled the area shall again be
subject 10 lease under the tenms of the Relinquishment Act. He A g herein shall be construed as waiving the automatic lemmination of this
lease by operalion of law of by reason of any special limitation arising hereunder Forfeitures may be sel aside and this lease and all rights thereunder
reinstated before the rights of another intervena upon satisfactory evidence (o 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 adopled relative herelo

33. LIEN. In sccordance with Texas Natural Resources Code 52 136, the State shall have a first lien upon all oll 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 Lo the lien provided by Texas Natural Resources Code 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
Lasses from the sale of such | d minerals, whether such p ds are hekd by Lessee or by a third party, and all fi on and imp ents (o the
leased premises used in connection with the production of processing of such leased minerals in order 1o secure the payment of all royalties or other
amounts due of 1o become due under this lease and to secure payment of any damages of loss that Lessor may suffer by reason of Lessee’s breach of
any covenant of condition of this lease, whelher express or implied This lien and security interest may be foreciosed with o without court proceedings in
the manner provided in the Title 1, Chap. 9 of the Texas Business and Commerce Code Lessee ag thal the C may require Lessee lo
execute and record such instruments as may be reasonably necessary 10 acknowledge, attach or perfect this len. Lessee hereby represents that there
are no prior of superior bens ansing from and relating to Lessee's activities upon the above-described property or from Lessee’s acquisition of this lease
Should the Commissioner at any time determine that this representation is not true, then the Commissioner may declare this lease forfelled as provided
herein

34, mm-wwmmminmummmmummammmmwmmm

leasahold or for the exp and prod of oil or gas or either of them upon the same lenms as shall be approved
bytmSdmooanldMNMWMMWWWMMM«mdeWMWMnMMhlu
pursuant 1o Texas Natural Resources Code 52.151-52 154 The owner of the soil agrees that the inclusion of this provision in this lease satisfies the

execulion requirements slaled in Texas Nalural Resources Code 52 152

35. INDEMNITY. Lessee hereby releases and discharges the State of Texas and the owner of the soil, their officers, employees, partners,
agents, contractors, subcontractors, guests, Invitees, and their respeclive successors and assigns, of and from all and any actions and causes of action
of every nature, or other ham, including environmental harm, for which recovery of damages is sought, including, but not limited to, all losses and
expenses which are caused by the activities of Lessee, its officers, employees, and agents ansing oul of, incidental 1o, or resulting from, the operations
of or for Lessee on the leased premises hereunder, of thal may arise oul of or be occasioned by Lessee's breach of any of the lerms or provisions of this
Agreament, of by any other negligent or strictly liable act or omission of Lessee. Further, Lessee hereby agrees lo be lable for, exonerate, indemnity,
defend and hold harmiess the State of Texas and the owner of the soill, their officers, employees and agents, thelf SUCCESSOMS Of ASSIGNS, Bgainst any
and all claims, kabilities, losses, | injury (including death), costs and expenses, or other hammn for which recovery of damages
nqum.undumymymnhglon cmulcl.nth:lw, including attorneys’ fees and other legal expenses, including those related 1o
environmental hazards, on the leased premises of in any way relaled (o Lessee's failure lo comply with any and all environmental laws, those arnsing
from or in any way related 0 Lessee’s operations or any other of Lessee’s activities on the leased premises, those arising from Lessee's use of the
lw‘hmdmwmNMMmmwduhmeﬂuihmdmdhmumdmm
m-mmmumdmummﬂmmmmm Ly guests, r , and their
respective st and assigns. Each gnee of this Agr nl, of an i h , agrees lo be lable for, ate, | W-“ and
mmmsanar-mmmmdun-u.mmﬂ.m.mwnnmmwmmmm
the activities of Lessee, its officers, employees, and agents as described above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF
THE INDEMNITY OBLIGATIONS ANDVOR LIABILITIES ASSUMED UNDER THE TERMS OF THIS AGREEMENT SHALL BE WITHOUT LIMITS AND
WITHOUT REGARD TO THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXISTING CONDITIONS), STRICT LIABILITY, OR THE
NEGLIGENCE OF ANY PARTY OR PARTIES (INCLUDING THE NEGLIGENCE OF THE INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE
BE SOLE, JOINT, CONCURRENT, ACTIVE, OR PASSIVE.

36. ENVIRONMENTAL HAZARDS, Lessee shall use the highest degree of care and all reasonable safeguards to prevent contamination or
pollution of any environmental medium, including soil, surface waters, groundwaler, sediments, and surface of subsurface strata, ambient alr of any
other environmental medium in, on, or under, the leased premises, by any waste, pollutant, or contaminant L-lnlhalmtbdngormlorumhw
the leased premises any asbestos containing materials, explosives, toxic materials, mmm-m ! atefiak

hazaidous substances (as the lerm “Hazardous Substance” is defined in the Comp P pensation and Liability Act
(CERCLA), 42 U.5 C. Sections 9601, -lquatmmmum.nymﬂlhhmmlwormumhn 'ledoulMlllﬂlllllmp!
ordinary prod y used in connection with ol and gas exp and and stored in the usual manner and quantities.

LESSEE'S VIOLATIOHOF?HE FOREGOING PROHIBITION SHALL CONSTITUTE AIATERIALBIE.ACHMDWMTMMD
LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST
ANY CLAIMS, DAMAGES, JUDGMENTS, PENALTIES, LIABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS' FEES AND COURT
COSTS) CAUSED BY OR ARISING OUT OF (1) A VIOLATION OF THE FOREGOING PROHIBITION OR (2) THE PRESENCE, RELEASE, OR
DISPOSAL OF ANY HAZARDOUS MATERIALS ON, UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OR
CONTROL OF THE LEASED PREMISES. LESSEE SHALL CLEAN UP, REMOVE, REMEDY AND REPAIR ANY SOIL OR GROUND WATER
CONTAMINATION AND DAMAGE CAUSED BY THE PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER, OR ABOUT
THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITH THE REQUIREMENTS OF
APPLICABLE LAW. THIS INDEMNIFICATION AND ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE
ACTIONS UNDERTAKEN PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IMMEDIATELY
GIVE THE STATE OF TEXAS AND THE OWNER OF THE SOIL WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS
PARAGRAPH, UPON LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY
GOVERNMENTAL AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBLIGATIONS
OF LESSEE HEREUNDER SHALL SURVIVE THE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF THIS AGREEMENT.

37. APPLICABLE LAW. This lease is issued under the provisions of Texas Natural Resources Code 52 171 through 52 190, commonly
known as the Relinquishment Act, and other applicable statutes and amendments thereto, and if any provision in this lease does not conform to these
statutes, the stalutes will prevail over any nonconforming lease provisions
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38. EXECUTION. This oil and gas lease must be signed and acknowledged by the Lessee before it is filed of record in the county records and
In the General Land Office of the State of Texas Once the filing requirements found in Paragraph 39 of this lease have been salisfied, the effective date
of this lease shall be the dale found on Page 1

39. LEASE FILING. Pursuant to Chapter 9 of the Texas Business and Commerce Code, this lease must be filed of record in the office of the
County Clerk in any county in which all or any part of the leased premises is located, and cerified copies thereo! must bae filed in the General Land
Office. This lease is not effective until a certified copy of this lease (which is made and certified by the County Clerk from his records) is filed in the
General Land Office in accordance with Texas Natural Resources Code 52 183. Additionally, this lease shall not be binding upon the State unless it
recites the actual and true consideration paid of promised for execution of this lease. The bonus due the State and the prescribed filing fee shall
accompany such certified copy lo the General Land Office

LEssee
T 1ot
BY: : A

Tile President

Date _LMs’ \JJG*{

STATE OF TEXAS 7 STATE OF TEXAS

BY, BY
K Individually and as agent for the State of Texas
Date Date
STATE OF TEXAS STATE OF TEXAS
By BY:
Individually and as agent for the State of Texas Individually and as agent for the State of Texas
Date Date
— Tru d Correct
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e @ e
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T ¢ o e
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STATE OF 7'c X (CORPORATION ACKNOWL EDGMENT)
COUNTY OF __TOm._ G7T¢n

| BERCIE AR, e Gidislpnid aiaaty; 60 this dey peondlly sopered 7 e (ovisbin  LPrake

known to me (o be the person whose name Is subscribed to the foregoing inst nis as

of and acknowledged to me thal he
|

execuled the same for the purposes and consideration therein exp d, in the capacity stated, and as the act and deed of said corporation

T SRS 20X~
Notary Public m%ﬁ

State of Toxzs
5 L4

Notary Public in and for

‘ STATE OF (INDIVIDUAL ACKNOWLEDGMENT)

COUNTY OF
BEFORE ME, the undersigned authority, on this day personally appeared Jane Covinglon Drake

known Lo me to be the persons whose names are subscribed 1o the foregoing inst nt, and ach dedged to ma that they executed the same for the
purposes and consideration (herein expressed

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 p lly app d

known 1o me 1o be the persons whose names are subscribed 1o the foregoing instrument, and acknowledged to me thal 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
STATE OF (INDIVIDUAL ACKNOWLEDGMENT)
COUNTY OF

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

known 1o me (0 be the persons whose names are subscribed 10 the foregoing instrument, and acknowledged to me that they executed the same for the

purnp and tion P
Given under my hand and seal of office this the day of , 20
|
|
| Notary Public In and for
|
\
\
—— True and Correct
- . | ] A in
..0 ... .0 o & ‘I ( 110
. .. . LS. \
o8 ® % 8 @ - -e \
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STATEOF TEXAS (Corporation Acknowledgment)
COUNTY OF DALLAS

BEFORE ME, the undersigned authority, on this day personally appeared _ Raaaas ). Nuwt

known to me to be the person whose name is subscribed to the foregoing instruments as p&LMoLU'h':J.

of ﬁw_#‘.j&_gi ___and acknowledged to me that he executed the same for the

i z ; i . L Com .
purposes and consideration therein expressed, in the capacity stated, and as the act and deed of said oupon&%“’l

Given under my hand and seal of office this the l‘p‘b dayof Maath .20 O

R,
AW ",

S M.
4 V'\\ rO K

>
o
g

§ 7 4\\ S 1 b
H ":W: ' Notary Public in and for tG.
?f: e or 1¢F .f
% & " £
B TRARS
3-24. :02?
|
|
\
ANT PHOVT s §IEM ‘ eIl i hatl, RENTAL 1
l R USE Py CULEY GECAUSE 16 COLOR |
PR VAL " e b HNOER L FTERAL |
FILE No. 1754 "
FILED FOR RECORD ON THE 12TH DAY OF MAY A.D. 2005 3:56 P.
MAY A.p. 2005 3:00 P.

DIANNE O. FLOREZ, COUNTY CLERK
REEVES COUNTY, TEXAS

T — Tl'“—'" and Correct
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Date Filed:

Jerrv E. Patterson. Commissioner

By

CERTIFIED TRUE AND CORRECT COPY CERTIFICATE

STATE OF TEXAS

COUNTY OF REEVES

The above and feregoing is a full, true and comrect photographic copy of the
original record now in my lawfut cusiody and possession, as m:j 635&: is
fitecrecorded in the public records of my office, found in VOL.

PAGE_83 THRU 92 - OFEICTAL PUBLIC
Ihereby certifiedon _ MAY_ 19, 2005
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FILE #1755

General Land Office
Relinquishment Act Lease Form
Revised, September 1987

B T R e B

NUM ER OR ENSE NUM

Austin, Texas

OIL AND GAS LEASE

THIS AGREEMENT is made and entered into this_20' day of October ,2004 | between the State of Texas, acting
by and through its agent, Ted Michael Covinglon

of 1417 W. Twohig Ave, San Angelo, Texas 769014044
(Give Permanent Address)

said agen! herein referred Lo as the owner of the soil (whether one or more), and Petro-Hunt, LLC

of 1601 Eim Streel, Sulte 3400, Dallas. TX 75201-7201 L fler called Lessee

(Give Permanant Addiess)

1. GRANTING CLAUSE. For and In consideration of the amounts staled below and of the covenants and agreements 0 be paid, kept and
performed by Lessee under this lease, the State of Texas acting by and through the owner of the soil, hereby grants, leases and lets unto Lessee, for
the sole and only purpose of prospecting and drilling for and producing oll and gas, laying pipe lines, bullding tanks, storing oil and building power
stations, telephone lines and other structures thereon, to produce, save, take care of, treal and transport sald products of the lease, the following lands
siluated in Rgeves County, State of Texas, to-wit

All of Section 42, Block 58, Public School Land Survey,

containing 615 acres, more of less. The bonus consideration paid for this lease is as follows

To the State of Texas: Two Thousand Eight Hundred Eighteen and 75/100
Dollar ($2.818.75)

To the owner of the soil. Two Thousand Eight Hundred Eightesn and 75/100
Dollars ($2.818.75)

Total bonus consideration: Five Thousand Six Hundred Thiry Seven and 50/100
Dollars ($5.637.50)
The total bonus consideration paid represents a bonus of One Hundred Fifty and No/100
Dollars ($150.00 ) per acre, on 37 5833 nel acres

2. TERM. Subject 10 the other provisions in this lease, this lease shall be for a term of Three (3) years from
this dale (herein called “primary term”) and as long thereafter as oll and gas, or either of them, is produced in paying quantities from said land. As used
In this lease, the term “produced In paying quantities” means that the receipts from the sale or other authorized commercial use of the substance(s)
covered exceed oul of pocket operational expenses for the six months last past

as 0w .. .
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3. DELAY RENTALS. If no well is commenced on the leased premises on of befors one (1) year from this date, this lease shall terminate,
unless on or before such anniversary date Lessea shall pay or tender to the owner of the soll or to his credit in the

Bank, at
or its successors (which shall continue as the deposfiory regardiess of changes in the ownership of said land), the amount specified below, inlddltton
Lessee ahall pay or tander to the COMMISSIONER OF THE GENERAL LAND OFFICE OF THE STATE OF TEXAS, AT AUSTIN, TEXAS, a like sum on
or before said date. Payments under this paragraph shall operate as a rental and shall cover the privilege of deferring the comme of a well for
one (1) year from said date. Payments under this paragraph shall be in the following amounts

To the owner of the soil: Eighteen and 80/100
Dollars (318,80 )
To the State of Texas. Eighteen and 80/100
Doftars ($18.80 )
Total Delay Rental: Thirty-Seven and 60/100
Dollars (337,60 )
In a lke manner and upon like payments or lenders annually, the commencament of a well may be further deferred for successive perods of one (1)
year each during the primary term. All payments or tenders of rental to the owner of the soll may be made by check or sight draft of Lessee, or any
assignee of this lease, and may be delivered on or before the rental paying date. If the bank designated in this paragraph (or s successor bank) should
cease to exist, suspend business, liquidate, fall or be succeeded by another bank, or for any reason fail or refuse to acoept rental, Lessee shall not be

held in default for failure o make such payments or tenders of rental until thirty (30) days after the owner of the soil shall deliver to Lessee a proper
recordable instrument naming another bank as agent to receive such payments or lenders

4. PRODUCTION ROYALTIES. Upon production of oll and/or gas, Lessee agrees lo pay or cause to be paid one-hall (172) of the royalty
provided for in this lease to the C S8 of the G | Land Offics of the State of Texas, at Austin, Texas, and one-half (1/2) of such royalty o the
owner of the soll

(A) OIL. Royalty payable on ofl, MhMumnMWHIMMHMMMMﬂMM
as all condensate, distillate, and other liquid hydrocarbons recoverad from oil or gas run through a separator or other equipment, as herei provided
shall be 1/5 __ part of the gross production or the market value thereol, at the option of the owner of the soil or the Commis of the G Lnnd
Office, such value to be determined by 1) the highest posted price, plus premium, if any, offered or paid for oll, 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 markel price thereofl offered or
paid in the general area where produced and when run, or 3) the gross procseds of the sale th f, which i the g Lessee agmes that before
any gas produced from the leased premises is sold, used or processed in a plant, it will be run free of cost to the royalty owners through an adequate ol
and gas separator of conventional type, or other equipment at least as efficient, so that all liquid hydrocarbons recoverable from the gas by such means
will be recoversd. The requirement thal such gas be run through a saparator or other equipment may be waived, in writing, by the royalty owners upon
such terms and conditions as they prescribe

(B) NON PROCESSED GAS. Royalty on any gas (including flared gas), which is defined as all hydrocarhons and gaseous substances
not defined as ofl in subparagraph (A) above, produced from any well on said land (except as provided herein with respect 1o gas processed in a plant
for the extraction of gasoline, liquid hydrocarbons or other products) shall be 1/5 part of the groas production or the markel value thereol, 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
@as of comparable quality in the general area where produced and when run, or the gross price paid or offered 1o the producer, whichever is the greater,
provided thal the maximum pressure base in measuring the gas under this lease shall nol st any time exceed 14 85 pounds per square inch absolute,
and the base temp shall be sixty (60) degrees Fahrenhelt, cormection to be made for pressure according 1o Boyle's Law, and for specific
gravity according lo tests 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. Royalty on any gas processed in a gasoline plant or other plant for the recovery of gasoline or other liquid
hydrocarbons shall be 1/5 part of the residue gas and the liquid hydrocarbons extracted or the markel value thereof, at the option of the owner
otlh-lulormc.. loner of the G | Land Office. All royalties due hemin shall be based on one hundred peroent (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 kquid hydrocarbons are
recovered from gas processed in a plant in which Lessee (or its parent, subsidiary or affillate) owns an interest, then the percentage applicable to liquid
hydrocarbons shall be fifty percent (50%) or the highest percent accruing o a third party processing gas through such plani under a processing
agreement negotiated at arm's length (or i there is no such third party, the highes! percant then being specified in processing agresments or contracts in
the industry), whichaver is the greater. The respective royaities on residue gas and on liquid hydrocarbons shall be determined by 1) the highest markel
prica paid or offered for any gas (or liquid hydrocarbons) of comparable quality in the general area, or 2) the gross price paid or offered for such residue
gas (or the weighted average gross selling price for the respective grades of liquid hydrocarbons), whichever is the greater. In no event, however, shall
the royalties payable under this paragraph be less than the royalties which would have been due had the gas not been processed

(D) OTHER PRODUCTS. Royalty on carbon black, sulphur or any other products produced or manufactured from gas (excepting liquid
hydrocarbons) whether said gas be “casinghead,” “dry,” or any other gas, by fractionating. buming or any other processing shall be 1/5 part of
the gross production of such products, or the market value thereof, at the option of the owner of the soil or the Commissioner of the Ganeral Land Office,
such market value 1o be determinad as follows: 1) on the basis of the highest market price of sach product for the same month in which such product is
produced, or 2) on the basis of the average gross sale price of each product for the same month in which such products are produced. whichever is the
greater

5. MINIMUM ROYALTY. During any year afler the expiration of the primary term of this lease, ¥ this lease is d by production, the
royaities paid under this lease in no event shall be less than an amount equal to the total annual delay rental hersin provided, 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 o the total annual rental less the
amount of royalties paid during the preceding year. il Paragraph 3 of this lease does nol specify a delay rental amount, then for the purposes of this
paragraph, the delay rental amount shall be one dollar ($1.00) per acre.
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6. ROVAL‘I’YIIKIHD.NWIMMmuhupfwhbnhlhnhm.ummmhwmwm.lmm:dﬁ-wdmlm
Cmmbwdm&wdmmmy.llthonplionouithu.monndmmmdnytw)mylnohulouwhomduiehm.muhlmtm
plmmdlnymydmmwmm:waﬂymummhmb-rnmmlunaThowmdnuwlofmucw- of the G |
LondOMu'uipmwulunmynlymmmnlnotdhnmhhoinoosulhcmrdmwamwmmﬂw&mmuMW‘lnom:
or Lessee's obligations, whether express or implied, under this lease

7. NO DEDUCTIONS. Lessee ag that all roy g under this lease (inciuding those paid in kind) shall be withut deduction for
the cost of producing, gathering, storing, separating, reating, dehydrating, compressing. processing, transporting, and otherwise making the oll, gas and
ummmmmhuﬂoum,Mwumﬂ“u,mﬁmhmmm‘m&m\gmmm
for severance laxes and production relaled costs.

l.PLMITFUELANDRE.C‘YCLEDGA!.NnroynyMhmmmywumrwmm'lmhmolmymﬂ
used lo p gas produced h der in any processing plant. Notwithstanding any other provisio of this lease, and subject 1o the written consent of
the owner of the soll and the Commissioner of the General Land Office, Lessee may recycle gas for gas it purp on the leased premi of for
updmmtolnynlurgnMMWWMWWthmmmhwmmm.
noroylmumnb-plynnbmulrncycbdguumllbwoduowmwidntu-dbyLuulmammwmd\tnuhum-rwnIymuloa
royalty under this lease

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

Plymenld:wmmwmuabndoumwﬂuﬂbonmwbodhwnhuthmﬂnTmmm.mmwmmlwmonml
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 royaity
mwhdummumnwhhﬂmnﬂwmmwmhlmmdummmmmdmhﬂ.
mmmuymmmuu-m,Wummmmmwhmmmmwnmu-mm
lndnmwmnmonrounmomllnddupowonolalotundnuWﬂmmu:ﬂmdmuﬂw.mwﬂhlmpyddmm.
mummmmmmm.mmm-mMwmm,wm.whmm
other checks of memoranda of amount produced and put into pipelines, tanks, or pools and gas lines or gas storage, and any other reparis of records
which the General Land Office may require to verify the gross production, disposition and markel value In all cases the authority ol a manager or agent
1o act for the Lessee herein musi be filed in the General Land Office. Each royalty payment shall be accompanied by a check stub, schedule, summary
ornth.rmmmI:ym-wMMllemmwmmdiwnymmmmm It Lessee pays
mfwmmmmm(mjwmuwnmwm“m,thauolpuﬂydsﬂmmomymuSZ&W.M.
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
wlmm.myamswmwnlrmd12%9.-yuf.mmmﬂmmmmMMrwlnhM(Nlmmmm
M\dlmu\dwpponmgwmun-mm(ﬂ.ﬂmnmnwrmnwunyhmmﬂmbym&muumotﬁmmmmh
which is effective on the date when the affidavits or supporting documents were due. The Lessee shall bear all responsibility for paying of causing
mmumnwwmammmw.Pwummmmhmmmhummmm'-
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 dispule as 1o the State's portion of the royalty or to that portion of the royalty in dispute as to fair market vaiue

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually fumish the Commissioner of the General Land Office
with its best possible estimate of ol and gas reserves underlying this lease or allocable 1o this lease and shall fumish said Commissioner with copies of
all contracts under which gas is sold or processed and all subsequent agreements and amendments to such contracts within thity (30) days after
entering into or making such contracts, ag or dments. Such contracls and ag when ived by the General Land Office shall be
held in confidence by the General Land Office unless otherwise authorized by Lessee. All other contracts and records pertaining to the production,
transportation, sale and marketing of the oil and gas produced on said premises, including the books and accounts, receipts and discharges of all wells,
tanks, pools, meters, and pipelines shall at all imes be subject to inspection and exar jon by the Commissioner of the General Land Office, the
Attorney General, the G , of the repr 1l of any of them

(B) PERMITS, DRILLING RECORDS. Written notice of all operations on this lease shall be submitted 1o the Commissioner of the
General Land Office by Lessee or operator five (5) days before spud date, wor , fe-entry, lemp y abandonment of plug and abandonment of any
well or wells. Such written nolice to the General Land Office shall include copies of Commission forms for application to drill. Copies of well
tests, completion repons and plugging reports shall be supplied to the General Land Office at the time they are filed with the Texas Railioad
Commission. All applications, permits, reports or other filings that reference this kease or any specific well on the leased premises and that are submitied
1o the Texas Railroad Commission or any other governmental agency shall include the word “State” in the title. Additionally, in accordance with Railroad
Commission rules, any signage on the leased premises for the purpose of identifying wells, lank b ries or other jated imp nits to the land
must also include the word “State.” Lessee shall supply the General Land Office with any o da, its, reports, cultings 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 deplh of well, of all wells drilled on the above described premises and shall ransmit a true copy of the log of each survey on each well
to the General Land Office within fiteen (15) days after the making of sald survey

(C) PENALTIES. Lessee shall incur a penalty whenever reports, documents of olher materials are nol filed in the General Land Office
when due. The penalty for late filing shall be sel by the General Land Office administrative rule which is effective on the dale when the malerials were
due in the General Land Office

11. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. ¥, during the primary term hereol and prior 1o discovery and
production of oll or gas on said land, Lessee should drill & dry hole or holes thereon, or if during the primary term hereol and afler the discovery and
actual production of oll or gas from the leased premises such producth f should cease from any cause, this lease shall nol 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 kase. If, during the last year of the
primary termn or within sixty (60) days prior thereto, a dry hole be pleted and abandoned, or the prod 1 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 f Lessee has not resumed

True and LOT
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production in paying quantities at the expiration of the primary term, Lessee may maintain this lease by conducting addttional driling or reworking
operations pursuant to Paragraph 13, using the expiration of the primary term as the date of cessation of production under Paragraph 13 Should the first
well or any subsequent well drilled on the above described land be completed as a shut-in oll or gas well within the primary term hereol, Lessee may
resume payment of the annual rental in the same manner as provided hersin on or before the rantal paying date following the expiration of sixty (60)
days from the date of completion of such shut-in oil or gas well and upon the failure to make such payment, this lease shall ipso facto terminate If at the
expiration of the primary term or any time thereafter a shut-in oil or gas well is located on the leased premises, payments may be made in accordance
with the shut-in provisions hereof

12. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. If, at the expiration of the primary term_ nefther oll nor gas is being
produced on said land, but Lessee is then engaged In drilling or reworking operations thereon, this lease shall remain in force so long as operations on
sald well or for drilling or reworking of any additional wells are prosecuted in good faith and in workmanlike manner without interruptions totaling more
than sixty (60) days during any one such operation, and if they result in the production of oll and/or gas, so long thereafter as oil and/or gas is produced
In paying quantities from said land, or payment of shut-in oil or gas well royalties or compensatory royalties is made as provided in this lease

13. CESSATION, DRILLING, AND REWORKING. If, after the expiration of the primary term, production of oll or gas from the leased
premises, after onca oblained, 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 80 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 oll 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
opntwommlhmwmdaMaldﬂm.mmﬂmmthhLummm&Mlddﬁmormm
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 Lesses continues drilling or
raworking operations in good faith and in a workmaniike manner without interruptions totaling more than sixty (60) days. Lessee shall give written natice
to the General Land Office within thirty (30) days of any cessation of production

14, SHUT-IN ROYALTIES. For purp of this paragraph, “well” 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
mnlninloedhhfmmuﬂod.aululotbholpmdudngolorguhpnyhgqmnllbuhbulndmtlnhmmhu.buloﬂofguunoibolng
produced for lack of sultable production faciiities or lack of a sultable market, then Lessee may pay as a shul-in oil or gas royalty an amount equal to
double the annual rental provided in the lease, but not lass than $1,200 a year for each well capabile of producing oil or gas in paying quantities If
Paragraph 3 of this lease does nol specify a delay rental amount, then for the purposes of this paragraph, the delay rental amount shall be one dollar
($1.00) per acre. To be effective, each initial shut-in ofl 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 oll or gas from the leased premises, or (3) 60 days afler Lessee completes a drilling or reworking operation in accordance
with the lease provisions; whichever date is latest. Such payment shall be made one-half (1/2) to the Commissioner of the General Land Office and one-
half (1/2) to the owner of the soil. If the shut-in oil or gas royalty is paid, the lease shall be considered to be a producing lease and the payment shall
extand 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 thal, if no suitable production facilities or suitable market for the oll or gas exists, Lessee may extend the lease for four
more successive pariods of one (1) year by paying the same amount each year on or before the expiration of each shut-in year

15. COMPENSATORY ROYALTIES. If. during the period the lease is kept in effect by payment of the shut-in oil or gas royalty, oil or gas Is
sold and delivered in paying quantities from a well located within one thousand (1,000) feet of the leased premises and completed in the same producing
reservoir, or in any case in which drainage is occurring, the right to continue to maintain the lease by paying the shut-in oll or gas royalty shall cease, but
the lease shall remain effective for the remainder of the year for which the royalty has been paid The Lessee may maintain the lease for four more
successive years by Lessee paying compensatary royalty at the royalty rate provided in the lease of the market value of prod from the well causing
the drainage or which is completed in the same producing reservoir and within one thousand (1,000) feet of the leased premises. The compensatory
royalty is to be paid monthly, one-half (1/2) to the Commissioner of the General Land Office and ona-half (1/2) to the owner of the soil, beginning on or
before the last day of the month following the month in which the oil or gas is produced from the well causing the drainage or that is completed in the
same producing reservoir and k d within one th d (1,000) feet of the leased premises. If the compensatory royalty paid in any 12-month period
is an amount lesa than the annual shut-in oil or gas royalty, Lesses shall pay an amount equal to the difference within thirty (30) days from the end of the
12-month period. Compensatory royalty payments which are not timely paid will accrue penalty and interest in accordance with Paragraph 9 of this
lease  None of these provisions will relieve Lessee of the obligation of reasonable development nor the obligation to drill offsel wells as provided in
Texas Natural Resources Code 52 173; | , 8t the determination of the Commissioner, and with the Commissioner's written approval, the payment
of compensatory royalties can satisfy the obligation to drill offset wells

16. RETAINED ACREAGE. Notwithstanding any provision of this lease to the contrary, after a well producing or capable of producing ofl or
gas has been completed on the leased premises, Lesses shall exercise the diligence of a asonably prudent operator in drilling such additional well or
wells as may ba reasonably necassary 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 oll well capable of producing in paying quantities and 320 acres
surrounding each gas well capable of producing in paying quantities (including a shut-in oil or gas well as provided in Paragraph 14 hareof), or a well
upon which Lessee is then engaged in continuous drilling or reworking operations, or (2) the number of acres included in a producing pooled unit
pursuant to Texas Natural Resources Code 52.151-52 154, 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 Rallroad Commission of Texas, or any successor
agency, or other govemmental authority having jurisdiction If at any time after the effective date of the partial termination provisions hereof, the
applicable field rules are changed or the well or wells located thereon are reclassified so that less acreage is thereafter allocated 1o said well or wells for
production purposes, this lease shall thereupon terminate as to all acreage not thereafter allocated to said well or wells for production purposes
Notwithstanding the termination of this lease as to a portion of the lands covered hereby, Lessee shall nevertheless continue to have the right of ingress
to and egress from the lands still subject to this lease for all purposes described in Paragraph 1 hersof, together with sasements and rights-of-way for
existing roads, existing pipelines and other existing facilities on_ over and across all the lands described in Paragraph 1 hereof (“the retained lands”), for
access to and from the retained lands and for the gathering or transportation of oil, gas and other minerals produced from the retained lands

(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 tarminate as to all depths below 100 feet below the lotal depth drilled (hersinafler "deeper depths”) in each well located on acreage retained
In Paragraph 16 (A) above, unless on or before two (2) years afler the primary or extended term Lessee pays an amount equal to one-half (1/2) of the
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mmwwnmmmm(ummm!w If such amount is pak, this lease shall be in force and effect as to
such deeper depths, and said lemminati -h.uho“',‘lotnnnddlbnalwﬁddmﬂ)nmwﬂwlwnmanﬂunoluguhpmduudn
paying quantities from such deeper depths covered by this lease

|CJBEN11FUCAT)ONANDFILMWWWMWMuwMﬂM,uMuwm_uhhmﬂ
-muumhmbmhdhmcmw.mmmmumyuwmwmmdunmuwmwmn
mmy(30)mmwmhmdmmnprmmm.tmmmwmﬂ- b or ing @ satisfactory
legal description of the acreage and/or depths not retained hereunder The recorded release, or a cerified copy of same, shall be filed in the General
L.momm.memmmwmwuwmﬂmmn-ammmmmhm.nmmum
{o execule and record such release or releases within ninety (90) days after being requesied to do so by the General Land Office, then the
Commhmtmllhhwhdhcuﬁmmyduiunmbymnmmmmmmmummmumhmmmwlmdwm
instrument at Lossee's expense in the county of counties where the lease is located and in the official records of the General Land Office and such
designation shall be binding upon Lessee for all purposes

17. OFFSET WELLS. Neither the bonus, delay rentals, nor royalties paid. or 1o be paid, under this lease shall relieve Lessee of his obligation
to protect the oll and gas under the above-desciibed land from being Lessee, suble , receiver or other agent in control of the leased
miumlﬂ-mmw*umohmmny]uﬂymwmmemwlmmmmﬂmmmd
oﬂandgnlmmlh.b-adpmnbumm.lﬂwuo-muwwmhmmm!,mmdmmm‘
ovmlnym‘mn‘nhu.dpnmnuhb.mgdnhudbypmﬂuabndoﬂofou,wuuu.w.mawmlg-mmwnuoldm-
hwmmwnmwmmmdmdlmlann‘mmﬂhnodmmnhtmuy'llﬂltundnhmgnllormhwuu
wall or wells compleled within 1,000 feet of the k d p stan producing in o ial quantities and shall prosecute such drilling with diligence
Fllluulnnml'yMmonWnuyummhbmmandu-ﬂ-wﬂgnbbw Only upon the determination
of the Com of the G | Land Office and with his writlen approval may the payment of compensatory royalty under applicable statutory
paramelers satisfy the obligation to drill an offset well or wells required under this paragraph

from cond g drilling operat on the leased premises, or from producing ol or gas from the d pi by of war, rebellion, riots,
strikes, acts of God, or any valid order, rule or regulation of government authority, then while so prevented, Lessee’s obligation 1o comply with such
cownam.nantnu-pummmmmmummwmm:-mwymmmu,mm.mmmsubo
extended while Lessee is prevented, by any such cause, from conducting drilling and reworking operations or from producing oil or gas from the leased
premises. However, nothing in this paragraph shall suspend the payment of delay rentals in order to maintain this lease in effect during the primary tem
In the absence of such drilling of reworking operations or production of oll or gas

18. FORCE MAJEURE. If, after a good faith effort, Lessee is prevented from complying with any exp or d of this lease,

19. WARRANTY CLAUSE. The owner of the soil ts and ag to defend title 1o the d premises. If the owner of the soil defaults
in payments owed on the leased premises, then Lessee may redeem the rights of the owner of the soil in the leased premises by paying any morigage,
laxes of other liens on the leased premises |If Lessee makes payments on behall of the owner of the soil under this paragraph, Lessee may recaover the
cost of these payments from the rental and royalties due the owner of the soll

m.mwnovommmmmmummduwmmmmmmmummm
described land, whether or not Lessee's interes! is specified herein, then the royalties and rental herein provided 10 be paid to the owner of the soil shall
be paid lo him in the proportion which his int { bears o the entire undivided surface estate and the royalties and rental herein provided lo be paid to
the Commissioner of the General Land Office of the State of Texas shall be likewise proportionately reduced. However, before Lessee adjusts the
royally of rental due to the C er of the G | Land Office, Lessee of his authorized representative must submit to the Commissioner of the
General Land Office a wiitten statement which explains the discrepancy between the interest purportedly leased under this lease and the actual interest
owned by the owner of the soil. The Commissioner of the General Land Office shall be paid the value of the whole production allocable to any undivided
interes! not covered by a lease, less the proportionate development and production cost allocable 1o such undivided interesl. H; , in no event shall
the Commissk of the G Land Office receive as a royalty on the gross prod llocable to the d interes!t not leased an amounl less
than the value of one-sixieenth (1/16) of such gross production

(B) REDUCTION OF PAYMENTS. If, during the primary lenm, a portion of the land covered by this lease is included within the boundaries
of a pooled unit that has been approved by the School Land Board and the owner of the soll In accordance with Natural Resources Code Sections
52 151-52 154, or if, al any time afer the expiration of the primary term or the extended term, this lease covers a lesser number of acres than the lotal
amount described herein, payments thal are made on a per acre basis hereunder shall be reduced according o the number of acres pooled, released,
sulrendered, or otherwise severed, so thal payments delermined 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 afler the expiration of the primary lemm, the number of acres
actually retained and covered by this lease

21. USE OF WATER. Lessee shall have the right to use water produced on said land necessary for operalions under his lease except water
from wells or tanks of the owner of the soil; provided, however, Lessee shall not use potable water or waler suitable for livestock or irmigation purposes
for waterfiood operations withoul the prior consent of the owner of the soll

22. AUTHORIZED DAMAGES. Lessee shall pay the owner of the soll for damages caused by ils operations 1o all personal propeny,
improvemants, livestock and crops on said land

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

24. WELL LOCATION LIMIT. No well shall be drilled nearer than two hundred (200) feel to any house or barm now on said premises withoul
the written consent of the owner of the soll
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25. POLLUTION. In developing this area, Lessee shall use the highes! 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. Lessee shall build and
mdntainlau:-mundhﬂmh.lunp.mwwwmmm-mmwwmldmmmww,unim
mpmmormndmmofmnlanh.mmmmwﬂmmlmmnmmmmmmwngnhdﬂm
thereon. Lessee shall, while conducting operations on the leased premises, keep said premises free of all rubbish, cans, bottles, paper cups or garbage,
and upon completion of operations shall restore the surface of the land to as near its original condition and contours ms is practicable Tanks and
equipment will be kept painted and presentable.

26. REMOVAL OF EQUIPMENT. Subject to limitations in this paragraph, Lessee shall have the right to remove machinery and fixtures placed
by Lesses on the leased premises, including the right to draw and remove casing, within one hundred twenty (120) days after the expiration or the
termination of this lease unless the owner of the soil grants Lessee an extension of this 120-day period. However, Lessee may not remove casing from
any well capable of producing ofl and gas in paying quantities. Additionally, Lesses may not draw and remove casing until after thirty (30) days written
notice to the Commissionar of the General Land Office and to the owner of the soll. The owner of the soil shall become the owner of any machinery,
fixtures, or casing which are not timely removed by Lessee under the terms of this paragraph

27. (A) ASSIGNMENTS. Under the conditions contained In this paragraph and Paragraph 29 of this lease, the rights and estates of either
party to this lease may be assigned, in whole or in part, and the provisions of this lease shall extend to and be binding upon their heirs, devisees, lagal
representatives, successors and assigns. However, a change or division in ownership of the land, rentals, or royalties will not enlarge the obligations of
mm.mmmm,wmmdmm.mnmmm-u-wummbytnm«mumm-wmmdmy
act parformed by Lesses. And no change or division in hip of the land, rentals, or royalties shall bind Lessee for any purpose until thirty (30) days
after the owner of the soil (or his heirs, devi legal rep ives or assigns) furnishes the Lessee with satisfactory written evidence of the change
in ownership, including the original recorded muniments of title (or a certified copy of such original) when the ownership changed bacause of a
conveyance. A total or partial assignment of this lease shall, to the extent of the interest assigned, relieve and discharge Lessee of all subsequent
nbwmnlhlnn.IﬂfhMHMHMMuhmmumm_hmwmbmthm
as between the several owners ratably, according to the area of each, and failure by one or more of them to pay his share of the rental shall not affect
this lease on the part of the land upon which pro rata rentals are timely paid or tendered. however, if the assignor or assignes does not file a cenified
oopyollmhullorl'nlﬂ!hlhtMNMOMMMMMWmMM.hmmmlmuMHMbMIr-qnﬂunnul
due under Paragraph 3. Every assignee shall succeed to all rights and be subject to all obligations, liabilities, and penalties owed to the State by the
original lessee or any prior assignee of the lease, including any liabilities to the State for unpaid royalties.

(B) ASSIGNMENT LIMITATION. Notwithstanding any provision in Paragraph 27(a), if the owner of the soll acquires this lease in whole or
in part by assignment without the prior written approval of the Commissioner of the General Land Office, this lease is void as of the time of assignment
and the agency power of the owner may be forfeited by the Commissioner. An assignment will be treated as if it were made 1o the owner of the soil if the
assignee is:

(1) a nominee of the owner of the soil,
(2) a corporation or subsidiary in which the owner of the soll is a principal stockholder or is an employee of such a corporation or subsidiary:
(3) a partnership in which the owner of the soil is a partner or is an employee of such a partnership;

(4) a principal stockholder or employee of the com which s the owner of the soil,
(5) a partner or employee in a partnership which is the owner of the soll;
(6) a fiduciary for the owner of the soil including but not limited to a guardian, trustee, . admir , receiver, or conservator for the

owner of the soil; or
(7) & family member of the owner of the soil or related to the owner of the soll by marriage, blood, or adoption

28. RELEASES. Under the conditions contained in this paragraph and Paragraph 29, Lessee may at any time execute and deliver o the
owner of the soil and place of racord a releasa or releases covering any portion or portions of the leased premises, and thereby surrender this lease as
to such portion or portions, and be relieved of all subsequent obligations as o acreage surrendered. If any par of this lease is properly surrendered, the
delay rental due under this lease shall be reduced by the proportion that the surrendered acreage bears to the acreage which was covered by this lease
immediately prior 10 such der; h , such release will not relieve Lesses of any labilities which may have accruad under this lease prior to the
surrender of such acreage

29. FILING OF ASSIGNMENTS AND RELEASES. If all or any part of this lease is assigned or released, such assignment or releasa must be
recorded in the county where the land is situated, and the recorded instrument, or a copy of the recorded instrument certified by the County Clerk of the
county in which the instrument is recorded, must be filed in the General Land Office within 90 days of the las! execution date accompanied by the
prescribed filing fee. If any such assignment is nol so filed, the rights acquired under this lease shall be subject to forfeiture at the option of the
Commissioner of the General Land Office

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

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

32. FORFEITURE. If Lessee shall fail or refuse to make the payment of any sum within thirty days after it becomes due, or if Lessea or an
authorized agent should knowingly make any false retum or false report concerning production or drilling, or if Lessee shall fail or refuse to drill any
offset well or wells in good faith as required by law and the rules and regulati dopted by the C of tha G | Land Office, or if Lesses
should fail to file reports in the manner required by law or fail to comply with rules and regulations promulgated by the General Land Office, the School
Land Board, or the Railroad Commission, or If Lessee should refuse the proper authority access o the records pertaining to operations, or if Lesses or
an authorized agent should knowingly fail or refuse to give comect information lo the proper authority, or knowingly fail or refuse to furnish the Genaral
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 forfaiture by the
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Commissioner, and he shall forfeit same when sufficiently informed of the facts which authorize a forfeiture, and when forfeited the area shall again be
mwmmmmdmmu However, nothing herein shall be construed as g the 1 of this
lease by operation of law or by reason ol any special li arising h dei Forfeitures may be sel aside and this lease and all rights thereunder
reinstated before the rights of ancther intervene upon satisfactory evidence Lo 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 adopled relative herelo

33. LIEN. In accordance with Texas Natural Resources Code 52 138, the State shall have a first lien upon all cil and gas produced from the
area covered by this lease Lo 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 1o the lien provided by Texas Natural Resources Code 52136 and any other applicable statutory ken, an
express contractual llen on and secunty interest in all leased minerals in and extracted from the leased premises, all proceeds which may accrue to
Lessee lrom the sale of such leased minerals, whather such proceeds are held by Lessee or by & third party, and all fures on and improvements 1o the
leased premises used in connection with the production of processing of such leased minerals In order (0 secure the payment of all royaities or other
amounts due of 10 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 len and security interest may be foreclosed with of without court proceedings in
Ihe manner provided In the Title 1, Chap 9 of the Texas Business and Commerce Code Lessee agrees that the Commissiones may require Lesses 1o
exacute and record such instruments as may be by y 10 acknowledge, attach or perfect this lien Lessee hereby represents that ihere
mnapmtummmmmmum—-mmmmmumm-mumum
Should the Commissioner at any time determine that this representation is not true, then the Commissioner may declare this lease forfelted as provided
herein

34. POOLING. Lesses is hereby granted the right 10 pool of unitize the royalty interest of the owner of the soll under this lease with any other
leasehold or mineral interest for the exploration, development and production of oil or gas or either of them upon the same lerms as shall be approved
by the School Land Board and the Commissioner of the General Land Office for the pooling or unitizing of the interest of the State under this lease
pursuant to Texas Natural Resources Code 52.151-52.154, The owner of the soll agrees that the inclusion of this provision in [his lease satisfies the
execution requirements stated in Texas Natlural Resources Code 52 152

35. INDEMNITY. Lessee hereby rek and discharges the State of Texas and the owner of the soll, thelr officers, employees, parnners,
agents, contraciors, subcontractors, guests, invitees, and their respective successors and assigns, of and from all and any actions and causes of action
of every nature, or other hamm, including environmental hamm, for which recovery of damages is sought, including, but not limited to, all losses and
expenses which are caused by the activities of Lessee, its officers, employoes, and agents arising out of, incidental 1o, of resulting from, the operations
of or for Lessee on the leased premises hereunder, of thal may arise out of or be occasioned by Lessee's breach of any of the lermns or provisions of this
Agreement, of by any olher negligenl of stiictly liable act of omission of Lessee Further, Lessee hereby agrees lo be lable for, exonerate, indemnify,
defend and holkd harmiess the State of Texas and the owner of the soll, their officers, employees and agents, their Of assigns, Bgainst any
and all claims, liabilities, losses, damages, actions, personal injury (including death), costs and expenses, or other ham lor which recovery of damages
is sought, under any theory including tort, contract, or strict liability, including attorneys’ fees and other legal expenses, including those related to
environmental hazards, on the leased premises of in any way related o Lessee's fallure to comply with any and all environmental laws, those arising
from or in any way related o Lessee’'s operations or any other of Lessee's activities on Lhe leased premises, those arising from Lessee's use of the
surface of the leased premises; and those thal may anse oul of or be occasioned by Lessee's breach of any of the tenms or provisions of this Agreement
or any other act or omission of Lessee, its direct officers, employees, p. , agents, contractors, subcontractors, guests, invitees, and their
respective successors and assigns. Each assignee of this Agreement, oru\lnhtullh-mln agrees 10 be liable for, exonerate, indemnify, defend and
hold harmiess the State of Texas and the owner of the soil, thelr officers, employees, and agents in the same mannel provided above in connection with
the activities of Lessee, its officers, employees, and agents as described above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF
THE INDEMNITY OBLIGATIONS AND\OR LIABILITIES ASSUMED UNDER THE TERMS OF THIS AGREEMENT SHALL BE WITHOUT LIMITS AND
WITHOUT REGARD TO THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXISTING CONDITIONS), STRICT LIABILITY, OR THE
NEGLIGENCE OF ANY PARTY OR PARTIES (INCLUDING THE NEGLIGENCE OF THE INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE
BE SOLE, JOINT, CONCURRENT, ACTIVE, OR PASSIVE.

36. ENVIRONMENTAL HAZARDS, Lessee shall use the highesl degree of care and all ble sal ds to prevent wation or
pollution of any ummmmwnmmwm:mmmmumemum"mmy
umwwmmmmum the leased premises, by any waste, poliutant, or contaminant. Lessee shall not bring or permit to remain on
the d premi any asb g malerals, explosives, loxic malerials, o substances regulaled as hazardous wasles, hazardous malterials,
huirdousM(u!h-wmmmsmm is defined in the Comp E: ntal Response, Compensation and Liability Act
(CERCLA), 42 U.S C. Sections 9601, et seq ), or loxic substances under any federal, state, o local law or regulation ("Hazardous Malerials”), excepl
ordinary products ly used in ction with oll and gas exploration and operations and stored in the usual manner and quantities
LESSEE'S VIOLATION OF THE FOREGOING PROHIBITION SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND
LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST
ANY CLAIMS, DAMAGES, JUDGMENTS, PENALTIES, LIABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS' FEES AND COURT
COSTS) CAUSED BY OR ARISING OUT OF (1) A VIOLATION OF THE FOREGOING PROHIBITION OR (2) THE PRESENCE, RELEASE, OR
DISPOSAL OF ANY HAZARDOUS MATERIALS ON, UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OR
CONTROL OF THE LEASED PREMISES. LESSEE SHALL CLEAN UP, REMOVE, REMEDY AND REPAIR ANY S0IL OR GROUND WATER
CONTAMINATION AND DAMAGE CAUSED BY THE PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER, OR ABOUT
THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITH THE REQUIREMENTS OF
APPLICABLE LAW. THIS INDEMNIFICATION AND ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE
ACTIONS UNDERTAKEN PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IMMEDIATELY
GIVE THE STATE OF TEXAS AND THE OWNER OF THE SOIL WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS
PARAGRAPH, UPON LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY
GOVERNMENTAL AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBLIGATIONS
OF LESSEE HEREUNDER SHALL SURVIVE THE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF THIS AGREEMENT.

37. APPLICABLE LAW. This lease is issued under the provisions of Texas N I R Code 52 171 through 52 190, commonly
anmmmmwummmw wlmyumhhmmmmmnm
statutes, the statutes will prevail over any nonconforming lease provisions
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38. EXECUTION. This oil and gas lease must be signed and acknowledged by the Lesses before it is filed of record in the county records and
in the General Land Office of the State of Texas. Once the filing requirements found in Paragraph 39 of this lease have been satisfied. the affective date
of this lease shall be the date found on Page 1

39. LEASE FILING. Pursuant to Chapter 9 of the Texas Business and Commerce Code, this lease must be filed of record in the office of the
County Clerk in any county in which all or any part of the leased premises is located, and certified copies thereof must be filed in the General Land
Office. This lease is not effective until a certified copy of this lease (which is made and certified by the County Clerk from his records) is filed In the
Genaral Land Office in accordance with Texas Natural Resources Code 52183 Additionally, this lease shall not be binding upon the State unless it

recites the actual and true consideration paid or promised for execution of this lease The bonus due the State and the prescribed filing fee shall
accompany such carified copy to the General Land Office

LESSEE

PETROHUNT G -
BY \;j(ﬁl}wf' -

Ther President

Date ‘JM/"’—

2:»\@;‘@3 U A‘:&’[’ Q e STATE OF TEXAS

BY
Ted Michael Covington
Individually and as agent for the State of Texas Individually and as agent for the State of Texas
Date Date
STATE OF TEXAS STATE OF TEXAS
BY BY:
Individually and as agent for the State of Texas Individually and as agent for the State of Texas
Date Date
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STATEOF __J<¥us (CORPORATION ACKNOWLEDGMENT)
COUNTY OF Jom Ereen

BEFORE ME, the undersigned authority, on this day p Ily appeared /f'/ /1. chael C""')"ﬂ
known to me to be the person whose name is subscribed o the foregoing Instruments as

of and acknowledged to me thal he
axecuted the same for the purposes and consideration therein expressed, in the capacity stated, and as the act and deed of said corporation
Given under “n g 7 dayot__/Tuch 028
] ROBERT BHOL! :
Notary Public sz// "o !
4 State of Texas : y o [ ; et
Explres
My Caminisgion §
l‘ = YT “Lruary 20, 2008 Notary Public in and for
"‘_,,...w—v“f"
STATE OF (INDIVIDUAL ACKNOWLEDGMENT)

COUNTY OF

BEFOREE.MMM.M.MM“,MwwIW

known to me to be the persons whose namaes are su d to the f ,‘,mwm.nmwnmogﬂmmmaluwy-MWumlorlh-
purp and ideration therein axp d

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 p lly app d

knownlomﬂobcmmnmnmanwmwtolmwmmmm.lwmmmmnwyommmmm
purposes and consideration therein expressed

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 apgx d

hnammm-mb-uup.mmmmmmwmmm.mmwmmmnmmwmmm
purposes and consideration therein expressed

Given under my hand and seal of office this the day of R - [—
Notary Public in and for
— True
. A ’
l.. !.. : : ("/
$e8"y v ’
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STATEOF  TEXAS
COUNTY OF DALLAS

(Corporation Acknowledgment)
BEFORE ME, the undersigned authority, on this day personally appeared _ &.{Lu L \k) = H woned
known to me to be the person whose name is subscribed to the foregoing instruments as PJ\_LQ.}. w

of P,l__t\b' w " L.L. G, andacknowledged to me that he executed the same for the

. ; ; : Campoun <
purposes and consideration therein expressed, in the capacity stated, and as the act and deed of said

) ; a4th

Given under my hand and seal of office this the dayof INOALh 20085

W,
i y,,

g——,
P il
F- ) @ I
g -%- o Notary Public in and for Sk a & oa
i’& e ne T “:h
-“n‘_ ('{1 r""’.mq"\ p.
5"‘%.,;" 2003:‘““\..«*‘
AE FROONT i I 1 WL RENTAL
RIS B " ‘ CAUSE 1% COLOR
WL Wb ) i Ennl o FIeRAL
FILE NO. 1755 R
FILED FOR RECORD ON THE 12TH  pAay or  MAY - A.D. 2005 3:56 P. y,
buLY REGORDED O\t () 17TH . bAvor__ MAY _ A.D. 2005 3:00 P. .
pyi = (| | ' A/, vEpUTY DIANNE 0. FLOREZ, COUNTY CLERK
(' ’ REEVES COUNTY, TEXAS




-

atterson, Commissioner

-

Jerv E. P

File No. ML/o4 775
Date Filed: _Go- 7 20O

_Leqse D

By

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

The above end foregoing is a full, true ang cerrect pholographic copy of the
original record now in my lawlid custody and possession. as the same js

liedrecoded in the pubi regords of my ofice. found in vOL.Z00
PAGE Bﬁg f 69& - OFF

. THRU ﬁgé&kBEUBLIC
Ihereby cenedon _MAY_ 19, 2005

.@s‘
% DMNNEO.FLOEE COUNTY CLERK
; REEVES OQUNTY,
éé' _PUTY-‘- o e '
-
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Ganeral Land Office N\? \ DI{(\(‘ %

Relinguishment Act Lease Form
Revised, September 1997

TR A B R TR

R'S LICENS

Augtin, Texas

OIL AND GAS LEASE

THIS AGREEMENT is made and entered into this 20th day of Qclober ., 2004, between the State of Texas, acling
by and through its agent, Ann Covinglon Henderson

of 2708 University Ave., San Angelo, Texas 76904
(Give Permanant Address)

sald agent herein referred to as the owner of the soil (whether one or more), and Petro-Hunt, LLC

of 1601 Eim Streel, Suite 3400, Dallas, TX 75201-7200 - hereinafier called Lessee
(Give Permanent Address)

1. GRANTING CLAUSE. For and in consideration of the amounts stated below and of the covenants and agreements to be paid, kept and
performed by Lessee under this lease, the State of Texas acting by and through the owner of the soll, hereby grants, leases and lets unto Lessee, for
the sole and only purpose of prospecting and drilling for and producing oll and gas, laying pipe lines, building tanks, stoning oil and building power
stations, telephone lines and other structures thereon, 1o produce, save, take care of, treal and transport sald products of the lease, the following lands
situated in Rggves County, State of Texas, to-wit

All of Section 42, Block 58, Public School Land Survey,

containing 615 R _ acres, more of less. The bonus consideration paid for this lease Is as follows

To the State of Texas: Two Thousand Eight Hundred Eighleen and 75/100
Dollars ($2.818.75)

To the owner of the soil: Two Thousand Eight Hundred Elghleen and 75/100
Dollars ($2.818.75)

Total bonus consideration; Five Thousand Six Hundred thirty Seven and 50/100
Dollars ($5.637.50)

The total bonus consideration paid represents a bonus of One Hundred Fifty and No/100 o
Dollars ($150.00 ) per acre, on 37 5833 nel acres

2. TERM. Subjedct to the other provisions in this lease, this lease shall be for a term of Thrge (3) years from
this date (herein called “primary lerm”) and as long thereafter as oil and gas, or either of them, is produced in paying quantities from said land. As used

in this lease, the lerm “produced In paying quantities” means that the receipts from the sale or other authorized commercial use of the substance(s)
covered exceed oul of pockel operational expenses for the six months last past

10

.
t

3




‘ CooL 700 et 104

3. DELAY RENTALS. If no well is commaenced on the leased premises on or before one (1) year from this date, this lease shall terminate,
uniess on or before such anniversary date Lessee shall pay or lender to the owner of the soil or to his credit in the

Bank, at i
or its successors (which shall continue as the depository regardless of changes In the ownership of said land), the amount specified below; in addition,
Lessee shall pay or tender to the COMMISSIONER OF THE GENERAL LAND OFFICE OF THE STATE OF TEXAS, AT AUSTIN, TEXAS, a like sum on
or before said date. Payments under this paragraph shall operate as a rental and shall cover he privilege of deferring the commencement of a well for
one (1) year from said date. Payments under this paragraph shall be in the following amounts

To the owner of the soil: Eighteen and 80/100 w
Dollars (318,80 )
To the State of Texas: Eighteen and 80/100
Dollars (518,80 )
Total Delay Rental: Thirty-Seven and 60/100

Dollars ($37.60 )
In a like manner and upon like paymaents or tenders annually, the commencement of a well may be further de for ive perdods of one (1)
year each during the primary term. All payments or tenders of rental to the owner of the soll may be made by check or sight drafl of Lessee, or any
assignee of this lease, and may be delivered on or before the rental paying date. If the bank designated in this paragraph (or s successor bank) should
cease to exist, suspend business, liquidate, fail or be succeeded by another bank, or for any reason fail or refuse to accept rental, Lesses shall not be

heid in default for failure to make such payments or tenders of rental until thitty (30) days after the owner of the soil shall deliver lo Lessee a proper
racordable instrument naming another bank as agent lo receive such paymants or tenders

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

{A) OIL. Royalty payable on oil, which is defined as including all hydrocarbons produced in a liquid form at the mouth of the well and also
as all condensate, distillate, and other liquid hydrocarbons recovered from oll or gas run through a separator or other equipment, as hersinafter provided,
shallbe 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 determined by 1) the highest posted price, plus premium, if any, offered or paid for oll, 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. Lesses agrees that before
any gas produced from the leased premises is sold, used or processed in a plant, it will be run free of cost to the royalty owners through an adequate ol
and gas separator of conventional type, or other equipment at least as efficient, so that all liquid hydrocarbons recoverable from the gas by such means
will be recovered. The requirement that such gas be run through a separator or other equip may be waived, in writing, by the royalty owners upon
such terms and conditions as they prescribe

(B) NON PROCESSED GAS. Royalty on any gas (including Nared 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 markel value thereof, al the
option of the owner of the soil or the C. s of the G | Land Office, such value to be based on the highest markel price paid or offered for
gas of comparable quality in the genaeral area where produced and when run, or the gross price paid or offered to the producer, whichever is the greater,
provided that the maximum pressure base in measuring the gas under this lease shall nol at any time axceed 14 65 pounds per square inch absolute,
and the standard base temperature shall be sixty (60) degrees Fahrenheil, cormection to be made for pressure according to Boyle's Law, and for specific
gravity according to lests made by the Balance Method or by the most approved method of testing baing used by the industry at the time of testing

(C) PROCESSED GAS. Royalty on any gas processed in a gasoline plant or other plant for the recovery of gasoline or other liquid
hydrocarbons shall be 1/5 part of the residue gas and the liquid hydrocarbons extracted or the market value thereol, al the option of the owner
of the soil or the Commissioner of the General Land Office All royalties due herein shall be based on one hundred percent (100%) of the total plant
production of residue gas attributable to gas produced from this lease, and on fifty parcant (50%). or that percent accruing lo Lesses, whichever is the
greater, of the total plant production of liquid hydrocarbons attributable to the gas produced from this lease; provided that if iquid 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
agreemant negotiated at arm's length (or If there is no such third party, the highest percent then being specified in processing agreements or contracts in
the industry), whichever is the greater. The respective royalties on residue gas and on liquid hydrocarbons shall be determined by 1) the highest market
price paid or offered for any gas (or liquid hydrocarbons) of comparable quality in the general area, or 2) the gross price paid or offered for such residue
gas (or the weighted average gross salling price for the respective grades of liquid hydrocarbons), whichever is the greater In no event, however, shall
the royalties payable under this paragraph be less than the royalties which would have been due had the gas not been processed

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

5. MINIMUM ROYALTY. During any year after the expiration of the primary term of this lease, if this lease s maintained by production, the l
royalties paid under this leass in no event shall be less than an amount equal lo the lotal annual delay rental herein provided, 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 the total annual rental less the [
amount of royalties paid during the preceding year. If Paragraph 3 of this lease does not specify a delay rental amount, then for the purposes of this |
paragraph, the delay rental amount shall be one dollar ($1.00) per acre. ‘
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6. ROYALTY IN KIND. Notwithstanding any other provision in this lease, al any time or from time 1o time, the owner of the soil or the
(o] i of the G | Land Office may, at the option of either, upon not less than sixty (60) days notice to the hoider of the lease, require thal the
payment of any royalties accruing to such royalty owner under this lease be made in kind The owner of the soil's or the Commissioner of the General
Land Office’s right lo take its royalty in kind shall not diminish or negate the owner of the soil's or the Commissioner of the General Land Office’s rights
or Lessee’s obligations, whether express or implied, under this lease

7. NO DEDUCTIONS, Lessee agrees thal all royalties accruing under this lease (including those paid in kind) shall be without deduction for
the cost of producing, gathering, storing, separating, trealing, dehydrating, compressing, processing, transporting, and otherwise making the oil, gas and
other products hereunder ready for sale or use. Lessee agrees 1o compute and pay royalties on the gross value received, including any reimbursements
for severance taxes and production related costs

8. PLANT FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as may represent this lease's proportionate share of any fuel
used lo process gas produced hareunder in any processing plant. Notwithstanding any other provision of this lease, and subject to the written consent of
memmummouwmwummmcawmom Lessee may recycle gas for gas lft purposes on the leased premises or for
injection into any oil or gas prod derlying the leased premises after the liquid hydrocarbons contained in the gas have been removed,
noloylmnmclblplylbhonﬂnmyd.duuunti!hpwduudmdwhofuudmtuuohlmnmrwhkmmmm-ruymmulo-
royalty under this lease.

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

Payment of royalty on production of oil and gas shall be as provided in the rules set forth in the Texas Register. Rules curmently provide that royaity 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 royaity
on gas is due and must be received in the General Land Office on or before the 15th day of the d month ding the month of production,
accompanied by the affidavit of the owner, manager or other authorzed agent, completed in the form and manner prescribed by the General Land Office
-ndshowmgIhonlouamomtmr.ldbpnulonut‘nllollmgupmduoudamunmaﬂulvlluldmnodlmgnmgomorvmnlmnyofllldocumnh
records or reports confirming the gross production, disposition and market value including gas meter read, pip ipls, gas line receipts and
mrmm«mmmmwmmmmmwmsummmm-mwmwmymmmm
which the General Land Office may require 1o verify the gross pr 1 and market value. In all cases the authority of 8 manager or agent
tuldforlhumimdnmuuhoﬂodmmmmtmdmEnchronay,, it shall be acce d 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 royaity on or before thirty (30) days afler the royalty payment was due, then Lessee owes a penalty of 5% on the royalty or 3256 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
lo @ penally, royalties shall accrue Inlerest al a rate of 12% per year, such inleres! will begin to accrue when the royalty is sixty (60) days overdue
Afflidavits and supponting 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 dale when the affidavits or supporting documents were due The Lessee shall bear all responsibility for paying or causing
foyalties 10 be paid as prescribed by the due date provided herein Payment of the delinquency penalty shall in no way operate to prohibil the State's
right of forfeiture as provided by law nor act 1o postpone the date on which royalties were originally due. The above penalty provisions shall not apply in
cases of litle dispute as (0 the State's portion of the royaity or to that portion of the royalty in dispute as to fair market value

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually fumish the Commissioner of the General Land Office
with its bes! possible estimate of oil and gas reserves underlying this lease or allocable 10 this lease and shall furnish said Commissioner with copies of
all contracts under which gas is sold or p ed and all subsequent ag s and wnls 1o such contracts within thirty (30) days after
entering into or making such contracts, agreements or ts. Such c and agreements when received by the General Land Office shall be
held in confidence by the General Land Office unless otherwise authorized by Lessee. All other contracts and records pertaining to the production,
transportation, sale and marketing of the ol and gas produced on said premises, including the books and accounts, receipts and discharges of all wells,
lanks, pools, melers, and pipelines shall at all imes be subjed lo inspection and examination by the Commissioner of the General Land Office, the
Attorney General, the Governor, of the representative of any of them

(B) PERMITS, DRILLING RECORDS. Written notice of all operations on this lease shall be submitted o the Commissioner of the
General Land Office by Lesses or operator five (5) days before spud date, workover, re-enlry, lemporary abandonment or plug and abandonment of any
well or wells. Such written notice to the General Land Office shall include copies of Rallroad Commission forms for application 1o drill. Copies of well
tests, completion reports and plugging rep shall be supplied o the General Land Office at the time they are filed with the Texas Raiiroad
Commission. All applications, permits, reports or other filings that reference this lease or any specific well on the leased premises and thal are submitied
to the Texas Railroad Commission or any other govermmental agency shall include the word “State” in the title. Additionally, in accordance with Railroad
Commission rules, any signage on the leased premises for the purpose of identifying wells, tank batteries or other associsled improvements to the land
must also include the word “State.” Lessee shall supply the General Land Office with any records, memoranda, accounts, repons, cuttings and cores, of
other inf J 1o the op of the above-described premises, which may be requested by the General Land Office, in addition 1o 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 1o the total depth of well, of all wells drilled on the above described premises and shall transmit a lriue copy of the log of each survey on each well
to the General Land Office within fiteen (15) days after the making of said survey

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

11. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, during the primary term hereol and prior o discovery and
production of oil or gas on said land, mmw-mm«mwalouwmmumwmmnmw
actual production of oil or gas from the leased premises such production th f should cease from any cause, this lease shail nol terminate if on or
b-l'ou\hn-xpnﬂonolsucy(smdnylhumdd-ulm-nplclbnoiuiddryhmmmmdpmmmemmldtmw
4mmmowubmwmunummmmmmlmhmmmnlmhmhml!dumglholulwuoltha
primary term or within sixty (60) days prior therelo, a dry hole be leled 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 operati until the exp of the primary term, and if Lessee has nol resumed
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production in paying quantities at the expiration of the primary term, Lesses may maintain this lease by conducting additional drilling or reworking
operations pursuant to Paragraph 13, using the expiration of the primary term as the date of cessation of production under Paragraph 13 Should the first
well or any subsequent well drilled on the above d ibed land be compleled as a shul-in oil or gas well within the primary term hereof, Lesses may
resume payment of the annual rental in the same manner as provided herein on or before the renlal 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 lo make such payment, this lease shall ipso facto terminate. If at the
expiration of the primary term or any time thereafter a shut-in oil or gas well is located on the leased premises, payments may be made In accordance
with the shut-in provisions hereof

12. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. If, at the expiration of the primary term, neither oil nor gas is being
produced on said land, but Lessee is then engaged in drilling or reworking operations thereon, this lease shall remain in force so long as operations on
said well or for drilling or reworking of any additional wells are prosecuted in good faith and in workmaniike manner withoul interruptions tataling more
than sixty (60) days during any one such operation, and iIf they result in the production of oll and/or gas, so long thereafter as oil and/or gas Is produced
in paying quantities from said land, or payment of shut-in oil or gas well royalties or compensatory royalties is made as provided in this lease

13. CESSATION, DRILLING, AND REWORKING. If, after the expiration of the primary term, production of ol or gas from the leased
premises, after once obtained, should cease from any cause, this lease shall nol terminale 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 oll or gas well royalties or pay t of comp y 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 Ffaith and in 8 workmanlike manner without interruptions totaling more than sixty (60) days. Lessee shall give written notice
to the General Land Office within thirty (30) days of any cessation of production

14, SHUT-IN ROYALTIES. For purposes of this paragraph, “well” means any well that has been assigned a well number by the state agency
having jurisdiction over the production of oil and gas. If, al any time after the expiration of the primary term of a lease that, until being shut in, was being
maintained in force and effect, a well capable of producing oil or gas in paying quantities is located on the leased pr . but oil or gas s not baing
produced for lack of suitable production facilities or lack of a sultable market, then Lessee may pay as a shut-in oil or gas royalty an amount equal to
double the annual rental provided in the lease, but not less than $1,200 a year for each well capable of producing oll or gas in paying quantities, If
Paragraph 3 of this lease does not specify a delay rental amount, then for the purposes of this paragraph, the delay rental amount shall be one dollar
($1.00) per acre. To ba effective, each initial shut-in oll or gas royalty must be paid on or before: (1) the expiration of the primary term, (2) 80 days after
the Lessee ceases to produce oll or gas from the leased premises, or (3) 60 days after Lessee completes a drilling or reworking operation in accordance
with the lease provisions; whichever date is latest. Such payment shall be made one-half (1/2) to the Commissioner of the General Land Office and one-
half (1/2) to the owner of the soil. If the shut-in oil or gas royalty is paid, the lease shall be considered to be a producing lease and the payment shall
extend the term of the lease for a period of one year from the end of tha primary term, or from the first day of the month following the month in which
production ceased, and, after that, if no suitable production facilties or suitable market for the oil or gas exists, Lessee may extend the lease for four
mare successive pariods of one (1) year by paying the same amount each year on or before the expiration of each shut-in year

15. COMPENSATORY ROYALTIES. if, during the period the lease is kepl in effect by payment of the shut-in oil or gas royalty, oil or gas is
sold and deliverad in paying quantities from a well | d within one th: d (1,000) feet of the leased premises and completed in the same producing
reservolr, 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 years by Lessee paying compensatory royalty at the royalty rate provided in the lease of the market value of production from the well causing
the drainage or which is completed in the same producing reservoir and within one thousand (1,000) feet of the leased premi Tha comp tory
royalty is to be paid monthly, one-half (1/2) to the Commissioner of the General Land Office and one-half (1/2) to the owner of the soil, beginning on or
bafore the last day of the month following the month in which the oll 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 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 Cmﬂuymnnuwmﬁﬂd\mmwndypnuﬁmmmmMmmﬂhl’mﬂﬂdmb
lease. None of these provisions will relieve Lessee of the oblig of pment nor the obligation to drill offset wells as provided in
Texas Natural Resources Code 52 173, howaver, at the determination of the Commissioner, andwﬂhtmcolmlumr"wmaﬂwml the payment
of compensatory royalties can satisfy the obligation to drlll offset wells

16. RETAINED ACREAGE. Notwithstanding any provision of this lease to the contrary, after a well producing or capable of producing oil or
gas has been completed on the leased premises, Lessee shall exercise the diligence of a reasonably prudent operator in drilling such additional well or
wells as may be reasonably necessary for the proper development of the leased premises and in markeling 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 sach oil well capable of producing in paying quantities and 320 acres
surrounding each gas well capable of producing in paying quantities (including a shut-in oil or gas well as provided in Paragraph 14 hereof). or a well
upon which Lessee is then engaged in continuous drilling or reworking operations, or (2) the number of acres Included in a producing pooled unit
pursuant to Texas Natural Resources Code 52 151-52 184, or (3) such greater or lesser number of acres as may then be allocated for production
purposes to a proration unit for each such producing well under the rules and regulations of the Railroad Commission of Texas, or any successor
agency. or other governmental authority having jurisdiction If at any time after the effective date of the partial termination provisions hereof, the
applicable field rules are changed or the well or wells located thereon are reclassified so that less acreage Is thereafler allocated to said well or wells for
production purposes, this lease shall thereupon terminate as to all acreage not thereafter allocated o sald well or wells for production purposes
Notwithstanding the termination of this lease as to a portion of the lands covered hereby, Lessee shall nevertheless continue to have the right of ingress
to and egress from the lands still subject to this lease for all purposes described in Paragraph 1 hereof, together with easements and rights-of-way for
existing roads, existing pipelines and other existing facilities on, over and across all the lands described in Paragraph 1 hereof ("the retained lands”), for
access to and from the retained lands and for the gathering or transportation of oll, gas and other minerals produced from the retained lands.

{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 balow the lotal depth drilled (hereinafter "deeper depths”®) in each well located on acreage relained
in Paragraph 16 (A) above, unless on or bafore two (2) years after the primary or extended term Lessee pays an amount equal to one-half (1/2) of the
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bonus oniginally paid as consideration for this lease (as specified on page 1 hereof). If such amount is paid, this lease shall be in force and effed as lo
such deeper depths, and said ion shall be delayed for an additional period of two (2) years and so long thereafter as oll or gas is produced in
paying quantities from such deeper depths covered by Lhis lease

(C) IDENTIFICATION AND FILING. The surface ag hereunder as to each well shall, as nearly as practical, be in the form of
@ square with the well located in the center thereof, or such other shape as may be approved by the C 155} of the G | Land Office. Within
thirty (30) days after partial termination of this lease as provided herein, Lessee shall execule and record @ release or releases containing a satisfactory
legal description of the acreage and/or depihs nol relained hereunder. The recorded release, or @ 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 eflect on the dale the release is filed If Lessee fails or refuses
to execule and record such release or releases within ninety (90) days after being requested to do so by the General Land Office, then the
Commissioner al his sole discretion may designate by written instrument the acreage and/or depths to be released hereunder and record such
instrumant al Lessee's axpense in the county or counties where the lease is located and in the official records of the General Land Office and such
designation shall be binding upon Lessee for all purposes.

17. OFFSET WELLS. Neither the bonus, delay rentals, nor royalties paid, or 1o be paid, under this lease shall relieve Lessee of his obligation
lo protect the oil and gas under the above-desciibed land from being diained Lessee, sublessee, receiver or other agent in control of the leased
premises shall drill as many wells as the facts may justify and shall use appropriate means and drill o a depth necessary 1o prevent undue drainage of
oil and gas from the leased premises. In addition, if oil and/or gas should be produced in | quantities within 1,000 feel of the leased premises,
of in any case where the leased premises is being drained by production of oil or gas, the Lessee, sublessee, receiver or other agent in control of the
leased premises shall in good faith begin the drilling of a well or wells upon the leased premises within 100 days after the draining well or wells of the
well or wells completed within 1,000 feel of the leased premises start producing in commercial quantities and shall prosecute such dnlling with diligence.
Failure to satisfy the statutory offsel obligalion may subject this lease and the owner of the soil's agency rights 10 forfeiture. Only upon the delermination
of the Commissioner of the General Land Office and with his written approval may the payment of compensatory royalty under applicable statutory
paramelers satisfy the obhgation to drill an offset well or wells required under this paragraph

18. FORCE MAJEURE. If, m-mmmmn nted from complying with any exp of impli n of this lease,
from g drilling i on the & p ummuuwmmmmwwuwmm
sirikes. amolGod orlnvaocd-r tule or regulation of government aulhority, then while so prevented, Lessee's obligalion to comply with such
covenant shall be suspended and Lessee shall not be liable for damages for failure to comply with such covenants, additionally, this lease shall be
exiended while Lessee is prevenied, by any such cause, from conducting drilling and reworking operations or from producing oll or gas from the leased
premises. H thing in this paragraph shall suspend the payment of delay In order 1o this lease in effect during the primary tem
lnnnmﬂao!mmﬂmnmmmupcmbndwwgn

18. WARRANTY CLAUSE. The owner of the sod warrants and agrees (o defend title 1o the leased premises. If the owner of the soil defaults
in payments owed on the leased premises, then Lessee may redeem (he rights of the owner of the soll in the leased premises by paying any morigage,
laxes or other liens on the leased premises |l Lessee makes payments on behall of the owner of the soil under this paragraph, Lessee may recover the
cost of these payments from the rental and royalties due the owner of the soil

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soil owns less than the entire undivided surface eslate in the above
described land, whether or nol Lessee’s inleres! is specified herein, then the royalties and rental herein provided to be paid to the owner of the soil shall
hepmmnmmmpmpmnnmmmwmmmmmm«-udmmmmrmnummnmmpmm.umupmm
the Commissi of the G | Land Office of the State of Texas shall be likewise proportionately reduced. However, before Lessee adjusts the
rwmwmummmcmdmwuwah Lessee or his authorzed representative must submit 1o the Commissioner of the
General Land Office a written sta which explains the di b the interest purponedly leased under this lease and the actual interest
owned by the owner of the soil. The C [ nﬂml‘ LNWMNNHWUMNWMWMWWWW
Interest nol covered by a lease, less the proportionate pment and production cost allocable 1o such undivided interest . In no event shall
mcmummmmmu-mmmhmmmm»mwWnuuuum-mumu
than the value of one-sixteenth (1/16) of such gross production

(B) REDUCTION OF PAYMENTS. If, during the primary term, a portion of the land covered by this lease is included within the boundaries
of @ pooled unit that has been approved by the School Land Board and the owner of the soil in accordance with Natural Resources Code Sections
52 151-52 154, or if, at any time after the expiration of the primary lerm of 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 1o the number of acres pooled, released,
surrendered, or otherwise severed, so thal payments determined on @ per acre basis under the terms of this lease during the primary lerm 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 Lhis lease

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

22. AUTHORIZED DAMAGES. Lessee shall pay the owner of the soll for damag d by its op s (0 all p al propeny,
Improvements, livestock and crops on said land

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

24, WELL LOCATION LIMIT. No well shall be drilled nearer than two hundred (200) feel to any house of bam now on said premises without
the written consent of the owner of the soll
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25. POLLUTION. In developing this area, Lessee shall use the highest degree of care and all proper safeguards lo prevent poliution. 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 Lessee shall bulld and
maintain fences around its slush, surnp, and drainage pits and tank batteries so as lo protect livestock against loss, damage or injury, and upon
completion or abandonment of any well or wells, Lessee shall fill and level all siush pits and cellars and completely clean up the drilling site of all rubbish
thereon. Lessee shall, while conducting lons on the | d premises, keep said premises free of all rubbish, cans, bottles, paper cups or garbage,
and upon completion of operations shall restore the surface of the land lo as near its original condition and contours as is practicable Tanks and
equipment will be kapt painted and presentable.

26. REMOVAL OF EQUIPMENT. Subject to limitations in this paragraph, Lessee shall have the right to remove machinery and fixtures placed
by Lessee on the leased premises, including the right 1o draw and remove casing, within one hundred twenty (120) days afer the expiration or the
termination of this leasa unless the owner of the soil grants Lessee an extension of this 120-day period. However, Lessee may not remove casing from
any well capable of producing ofl and gas in paying quantities. Additionally, Lessee may not draw and remove casing until after thirty (30) days written
notice to the Commissioner of the General Land Office and to the owner of the soil The owner of the soil shall become the owner of any machinery,
fixtures, or casing which are not timely removed by Lessee under the terms of this paragraph

27. (A) ASSIGNMENTS. Under the conditions contained in this paragraph and Paragraph 29 of this lease, the rights and estates of either
party to this leasa may be assigned, in whole or in part, and the provisions of this lease shall extend 1o and be binding upon their heirs, devisees, legal
Wmm.mmﬂmt.Hm.nmummedmw.mnl'h_ormynmwtlnumlnmolhoobﬁpmmd
Lessee, diminish the rights, privileges and estates of Lessee, impair the effectiveness of any payment made by Lessee or impair the effectiveness of any
act parformed by Lesses. And no change or division in hip of the land, rentals, or royalties shall bind Lessee for any purpose until thirty (30) days
after the owner of the soll (or his heirs, devisees, legal representatives or assigns) furnishes the Lessee with satisfactory written evidence of the change
in ownership, including the original recorded muniments of title (or a certified copy of such original) when the ownership changed because of a
conveyance. A total or partial assignment of this lease shall, to the extent of the interest assigned, relieve and discharge Lessee of all subsequent
obligations under this lease. If this lease is assigned in its entirety as to only part of the acreage, the right and option lo pay rentals shall be apportioned
as between the several owners ratably, according to the area of each, and fallure by one or more of them to pay his share of the rental shall not affect
this lease on the part of the land upon which pro rata rentals are timely paid or tendered, however, if the assignor or assignee does not file a certified
copy of such assignment in the G | Land Office before the next rental paying date, the entire lease shall terminate for failure to pay the enlire rental
due under Paragraph 3. Every assignee shall succeed to afl rights and be subject to all obligations, liabilities, and penalfties owed 1o the State by the
original lessee or any prior assignee of the lease, including any liabilities to the State for unpaid royalties.

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

(1) a nominee of the owner of the soil,

(2) a corporation or subsidiary in which the owner of the soil is a principal stockholder or is an employee of such a corporation or subsidiary
(3) a partnership in which the owner of the soil Is a partner or is an employee of such a partnership;

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

(5) a partner or employes in a partnership which is the owner of the soil,

(8) a fiduciary for the owner of the soll; including but not limited to a guardian, trustee, exacutor, administrator, receiver, or consarvator for the
owner of the soll; or

(7) m family member of the owner of the soil or related to the owner of the soll by mariage, blood, or ad:

28. RELEASES. Under the conditions contained in this paragraph and Paragraph 29, Lessea may at any lima execute and deliver to the
owner of the soll and place of record a release or releases covering any portion or portions of the leasad premises, and thereby surrender this lease as
to such portion or portions, and be relieved of all sub t obligations as lo acreage surmendered. If any part of this lease is properly surrendered. the
delay rental due under this lease shall be reduced by the proportion that the su d acreage bears lo the acreage which was covered by this lease
immediately prior to such surrender, however, such release will not relieve Lessee of any liabilities which may have accrued under this lease prior to the
surrender of such acreage

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

Commissioner of the General Land Office.

30. DISCLOSURE CLAUSE. All provisions pertaining to the lease of the above-described land have been included in this instrument,
including the statement of the true consideration to be paid for the exacution of this lease and the rights and duties of the parties. Any collateral
agreements concerming the development of oil and gas from the leased premises which are nolt contained in this lease render this lease invalid

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

32. FORFEITURE. If Lessee shall faill or refuse to make the payment of any sum within thity days after it becomes due, or if Lessee or an
suthorized agent should knowingly make any false return or false report concerming production or drilling, or If Lessee shall fall or refuse to drill any
offset wall or wells in good faith as required by law and the rules and reguiations adopted by the Commissioner of the General Land Office, or if Lessee
should fail to file reports in the manner required by law or fail to comply with rules and regulations promulgated by the General Land Office, the School
Land Board, or the Railroad Commission, or if Lessee should refuse the proper authority access lo the records pertaining to operations, or if Lessee or
an authorized agent should knowingly fail or refuse to give correct information to the proper autharity, or knowingly fail or refuse to furnish the General
L-ndommlmmwoflrlyml.mlmmﬂkmwmumufhmmmoIMhbm.orumhbmhndgmdmdIho
aulqmumhnnlﬂhdhlhosemrﬂummumuhdbyhn.ﬂnﬂgmmumunduthhh-u-hnlbamﬂaﬁhlmﬂmbyﬂ-
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Commissioner, and he shall forfeil same when sufficiently informed of the facts which authornze a forfeiture, and when forfeited the area shall again be
subject to lease under the lems of the Relinguishment Act. However, nothing herein shall be consirued as waiving the automatic lemination of this
lease by operation of law or by of any sp | limitation arising h der. Forfeitures may be sel aside and this lease and all nghts 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 ol the law and of this lease and the rules and regulations that may be adopled relative herelo

33. LIEN. In accordance with Texas Natural Resources Code 52 136, the State shall have a first lien upon all oil and gas produced from the
area covered by this lease to secure payment of all unpaid royalty and other sums of money that may become due under this lease. By acceplance of
this lease, Lessee grants the State, in addition 10 the lien provided by Texas Natural Resources Code 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 fitures on and improvements (o 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 10 secure payment of any damages or loss thal Lessor may suffer by reason of Lessee's breach of
any covenant or condition of this lease, whether express or implied. This len and rity may be | with or without court proceedings in
the manner provided in the Title 1, Chap. 9 of the Texas Business and Commerce Code. Lessee ag that the C i el may require Lessee lo
execute and record such instruments as may be reasonably necessary lo acknowledge, attach or perfect this lien Lessee hereby represents that thare
are no prior or superior liens arising from and 1g 1o Lessee's aclivities upon the above-described property of from Lessee's acquisition of this lease
Should the C (56 at any time determine thal this representation is not true, then the Commissioner may declare this lease forfeited as provided
harein

34. POOLING. Lessee is hereby granted the right 1o pool of unitize the royaity interest of the owner of the soil under this lease with any other
leasehold or mineral interest lor the exploration, development and production of oll or gas or either of them upon the same lerns as shall be approved
by the School Land Board and the Commissioner of the General Land Office for the pooling or unitizing of the interes! of the State under this lease
pursuant to Texas Natural Resources Code 52 151-52. 154, The owner of the soil agrees thal the inclusion of this provision in this lease salisfies the
execution requirements stated in Texas Natural Resources Code 52 152

35. INDEMNITY. Lessee hereby releases and discharges the Stale of Texas and the owner of the soll, their officers, employees, parnners,
agents, contractors, sub , Quest iteas, and Iheir respactive successors and assigns, ol and from all and any actions and causes of action
of every nature, or other hamm, including environmental hamm, for which recovery of damages is sought, including, but not limited 1o, all losses and
expenses which are caused by the activities of Lessee, its officers, employees, and agents arising out of, incidental to, or resulting from, the operations
of o for Lessee on the leased premises hereunder, or that may arise out of or be occasioned by Lessee's breach of any of the terms or provisions of this
Agreement, or by any other negligent or strictly liable act or omission of Lessee. Further, Lessee hereby agrees lo be liable for, exonerate, indemnity
defend and hold harmiess the State of Texas and the owner of the soil, their officers, employees and agents, their s. or gns, ag any
and all claims, liabilitles, losses, d ges, actions, p | injury (including death), costs and expenses, or other harm for which recovery of damages
Is sought, under any theory including lort, contract, or strict liability, including attorneys’ fees and other legal expenses, Including those related to
environmental hazards, on the leased premises of in any way related to Lessee’s failure to comply with any and all environmental laws, those arising
from or in any way related to Lessee’s operations or any other of Lessee’s activities on the leased premises; those arising from Lessee's use of the
surface of the leased premises; and those that may anse out of or be occasioned by Lessee's breach of any of the lerms or provisions of this Agreement
or any other act or omission of Lessee, its directors, officers, employees, pariners, agents, contractors, subcontractors, guests, Invitees, and their
respective successors and assigns. Each assignee of this Agreement, or an interest therein, agrees 1o be liable for, exonerate, indemnify, defend and
hold harmiess the State of Texas and the owner of the soil, their officers, employees, and agents in the same manner provided above in connection with
the activities of Lessee, its officers, employees, and agents as described above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF
THE INDEMNITY OBLIGATIONS AND\OR LIABILITIES ASSUMED UNDER THE TERMS OF THIS AGREEMENT SHALL BE WITHOUT LIMITS AND
WITHOUT REGARD TO THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXISTING CONDITIONS), STRICT LIABILITY, OR THE
NEGLIGENCE OF ANY PARTY OR PARTIES (INCLUDING THE NEGLIGENCE OF THE INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE
BE SOLE, JOINT, CONCURRENT, ACTIVE, OR PASSIVE.

36. ENVIRONMENTAL HAZARDS. Lessee shall use the highest degree of care and all reasonable saleguards lo prevent contamination or
poliution of any environmental medium, including soll, surface waters, groundwater, sediments, and surface or subsurface strata, ambilent alr or any
other environmental medium in, on, or under, the leased premises, by any waste, pollutant, or contaminant. Lessee shall not bring or permit 1o remain on
the | d premi any asb g matenals b , loxic materials, or regulated as hazardous wastes, hazardous malerials,
hazardous substances (as (he lerm "Hazardous Substanca® is defined in the Comprehensive Environmental Response, Compensation and Liability Act
(CERCLA), 42 U S C. Sections 9601, el seq ), of toxic substances under any federal, state, or local law or regulation ("Hazardous Materials®), except
ordinary products commonly used in connection with ail and gas explor and develop i and stored in the usual manner and quantities
LESSEE'S VIOLATION OF THE FOREGOING PROHIBITION SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND
LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST
ANY CLAIMS, DAMAGES, JUDGMENTS, PENALTIES, LIABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS' FEES AND COURT
COSTS) CAUSED BY OR ARISING OUT OF (1) A VIOLATION OF THE FOREGOING PROHIBITION OR (2) THE PRESENCE, RELEASE, OR
DISPOSAL OF ANY HAZARDOUS MATERIALS ON, UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OR
CONTROL OF THE LEASED PREMISES. LESSEE SHALL CLEAN UP, REMOVE, REMEDY AND REPAIR ANY S0IL OR GROUND WATER
CONTAMINATION AND DAMAGE CAUSED BY THE PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER, OR ABOUT
THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITH THE REQUIREMENTS OF
APPLICABLE LAW. THIS INDEMNIFICATION AND ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE
ACTIONS UNDERTAKEN PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IMMEDIATELY
GIVE THE STATE OF TEXAS AND THE OWNER OF THE SOIL WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS
PARAGRAPH, UPON LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY
GOVERNMENTAL AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBLIGATIONS
OF LESSEE HEREUNDER SHALL SURVIVE THE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF THIS AGREEMENT.

37. APPLICABLE LAW. This lease is issued under the provisions of Texas Natural Resources Code 52 171 through 52 180, commonly
known as the Relinquishment Act, and other applicable statules and amendments thereto, and i any provision In this lease does not conform to these
stalules, the statules will prevail over any nonconforming lease provisions
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18, EXECUTION. This oll and gas lease must be signed and acknowledged by the Lessee before it is filed of racord in the county records and
in the General Land Office of the State of Texas. Once the filing requirements found in Paragraph 39 of this lease have been satisfied, the effective date
of this lease shall be the date found on Page 1

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

LESSEE
PETRO-HUNT, utc)

BY Y F;u"fv/} Y
Titee President
Date 03 /24 [05 “)(1H

Ann

STATROF TEXAS - STATE OF TEXAS
BY (_I.M co«o-u-uyt- 7‘14'-;\“‘-——’ BY
Henderson

Individually and as agent for the State of Texas
oste __ /N /o5

STATE OF TEXAS
BY

Individually and as agent for the State of Texas
Date

Individually and as agent for the State of Texas
Date

STATE OF TEXAS
BY

Individually and as agent for the State of Texas
Date
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STATE OF TEXAS

COUNTY OF DALLAS

(Corporation Acknowledgment)

BEFORE ME, the undersigned authority, on this day personally appeared i‘_b_)\M'-j-L}_._) - 10va.f

known to me to be the person whose name is subscribed to the foregoing instruments as ﬁPM \_.Cl-\/ﬂ
of \)-'l:‘_-‘\b 4 M. L"L-': C{_-_ 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 lq{bduy of m(}.ﬁ.t_,_}: 20 OS5

Notary Public in and for ;‘éﬁ % % \il-lll ag/
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STATE OF 77‘ Xy (CORPORATION ACKNOWLEDGMENT)
COUNTY OF _54n_ / Aselo

BEFORE ME, the undersigned authority, on this day p lly appeared /ﬁﬂ” Covisg é’r‘n/(ob-—

known to me to be the person whose name is subscribed to the foregoing instruments 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

r my hand and seal of offica this the ; day of ”‘Jl—'t\- , 20 3
BB A B

7
ROBEAT RHOLION //Wf/
Nulsry Publie g — > v
State of Toxas
My Commiasion Evpims Notary Public in and for
Fabropn: 70 nnn

STATE OF (INDIVIDUAL ACKNOWLEDGMENT)
COUNTY OF

C—

BEFORE ME. the undersigned authority, on this day personally appeared Ann Covington H

known to me to be the parsons 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

STATE OF (INDIVIDUAL ACKNOWLEDGMENT)
COUNTY OF

BEFORE ME, the undersigned authority, on this day p lly appeared

known to me 10 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
STATE OF (INDIVIDUAL ACKNOWLEDGMEMNT)
COUNTY OF

BEFORE ME, the undersigned authority, on this day p lly appeared

known to ma o ba the parsons whose names are subscribad to the foregoing instrument, and acknowladged to me that they axecuted the sama 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
AT PRUN o 1R tal 1L AL, RENTAL
R ISE Pr W . TCAUST 1% COLDR
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FILE No. 175
FILED FOR RECORD ON THE 12TH DAY OF  MAY A.D. 2005 3:56 P. y
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tterson, Commissioner

Date Filed:

Jerry

By

CERTIFIED TRUE AND CORR
STATE OF TEXAS

COUNTY OF REEVES
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in my lawlul cus and o N, as the same
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eredy certified or HAY 19 Y 2005
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G meral Land Office
Rulinquishment Act Lease Form
Revised, September 1997

R e g N

Austin, Texas

\(‘ A (Y -r-‘;,

OIL AND GAS LEASE

THIS AGREEMENT Is made and entered into this__Gth day of April 2007 . the State of Texas, acting
by and through its agent,___Nellie May Gohlke Trust
of ___1400 11" Street, Wichita Falls, Texas 76301

(Give Permanent Address)
said agent herein referred to as the owner of the soil (whether one or more), and Petro-Hunt, LLC

of_1601 Eim Street, Suite 3400, Dallas, Texas 75201-7201 hersinafter called Lessee

(Give Permanent Address)

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

SECTION 42, BLOCK 58, PSL SURVEY

containing _§15.1 acres, more or less. The bonus consideration paid for this lease is as follows

‘ To the State of Texas: Four Thousand Six Hundred Fourtean and No/100
Dollars ($4, 614,00)

To the owner of the soil: Four Thousand Six Hundred Foureen and No/100
Dollars ($4, 614.00)

Total bonus consideration: _Nine Thousand Two Hundred Twenty Eiaht and No/100
Dollars ($9.226.00)

The total bonus consideration paid represents a bonus of _Three Hundred and No/100
Dollars ($30000 ) perscre,on 3076  netacres

2. TERM. Subject 1o the other provisions in this lease, this lease shall be for a term of _Three (3] _ years from
this date (hcmmuhd'mmryhnn’)mdulongmumﬂuaolmw,oumrdm,bpmduadinpaﬁnaqmmnmhununund As used
in this lease, the term “produced in paying quantities” means that the receipts from the sale or other authorized commercial use of the substance(s)

nd Correct
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covered exceed out of pockel operational expenses for the six months last past

3. DELAY RENTALS. If no well is commenced on the leased premises on of before one (1) year from this date, this lease shall terminate,
unbumorbdulwchmﬂwmrymuuulmlmwmwhmdhwlmhmmninm-]]g;.g.nm|,"n
Bank, at
olhumoﬂ(whid\mlwmmnmmlwymmdmmhmmmpdnwhnd).tfn-noum-podn.dbohw.hm.
Lessee shall pay or tender to the COMMISSIONER OF THE GENERAL LAND OFFICE OF THE STATE OF TEXAS, AT AUSTIN, TEXAS, a like sum on
of before sald date. P-ymomundulhhpu-unphnhﬂommunmmﬂmmdmmcMMMﬂ-mmdnmm
one (1) year from said date. Payments under this paragraph shall be in the following amounts:
To the owner of the soit _Fifieen Dollars and 36/100
Doltars ($1538 )
To the State of Texas: __Fifteen Dollars and 38/100
Dollars ($_15.38 )
Total Delay Rental: Thirty Dollars and 76/100
Dollars ($_30.76 )

tn-anmmsupunhwmmm.mmdammummmwmdmm
mmmmmmuwumdmmmmdmwmumbymummnnu.m,um
mionnoﬂhhluu.lrdmyudomndmwmhmmm‘lhmwmmm(mhww*)muu
mwmwm.m.ﬂahmwmm.uhwm“unﬂmmmﬂmﬂ.““nﬂh
nouhmmmmmmwauundwmmm)mmhmamwmmmmam
mummmm-mhmmmum

4. PRODUCTION ROYALTIES. Upon production of ol and/or gas, Lessee agrees to pay or cause to be paid one-half (1/2) of the royalty
Muhmmhmwuhwmmdm&naum.-m.rm.mmnmdmwmm
owner of the soil

¢A|0|1_Roy-nyumona,mumumamwm-mmummmmmmam
ullm,m.nmmmmmmdumeIW«mm-Mm;mvldod.
:hnlb-]u_pcﬂonhoomuprodudhnorhnuﬂmvtmw.uhwummdimwlmmwdhmmum
Om.wehuhntob-uhrmimdby“MWMW.MW.HW.MNMMOH.WM.W.urw\orliqmd
nyumumom,m.damwmmhmm-mmmmmnmn.uz)manmmmwmmdm
p.ummm-mmmmmmmn.uaummmmdmmw.mwugm.Lmnagnnmwm |
lnypnpmduudhfhﬂuhuoﬁmhuhnold.mdofpmmdhlmnmlblnmfrudooclhlmfoyﬂyuwrmmmughunmmdl |
-Mgnmwamw.awwumum.mm.lwmwmmmwwmmm
will be recovered ThuWMlmemliWamWMhm.hm,byﬂumylnymnwon
such terms and conditions as they prescribe.

(!)NOHPROC!BSEDGA&Ropﬂmmw(mwwgu).ﬁﬁd\bmﬂur,: rbons and g substances
no!doﬁmduoﬂhwbpornquoh(A)abun.WMnmﬂMMWtquwmmethaphm -
for the extraction of gasaline. liquid hydrocarbons or other products) shall be 1/4 part of the gross production or the market value thereof, at the
mummdmwammumwmm.mmmuMmﬂuhummmmwmmw
gnolwnbqumhmwﬂmmmmmm.wmmmnﬂdmﬁdbmm.mmhmgm
provided that the maximum p base in r ﬁhwmmmmmumm-m14,ssmpu.thehm.
-namommrdmmmmdu%ﬂ)mrmmwummmmmm'lm,ammm
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(CJPROCESSEDGAS‘Rnyllyonlwguwmlmmawﬂmmmm“qugm“mm
hyd rbons shall be 1/4 undmmwmnmm-mmdummmw.anuopmnom-mr
of the soil or the Commissioner of the General Land Offica All royalties due herein shall be based on one hundred percent (100%) of the total plant
maucthndmumwmmwmmmmm,mmwm(soﬂmmuwmmnan.mmum
gnm.umuummdwmmmmmmmmm;pmmdmuquuhymowmm
WMgaMhlmmMLm(ubummuuﬂm)mmmtmmmmmw
nydrmmommumMrmuhwwmmamummgumhmmMMamm
ngmmlmgdhhddm’lm(u"mhmwmm.hhwmmmmdﬁodhmlommuwmh
mm-m.mmumm.mwmmmmguunmmuhyammmummmuwwmm
WMNMhmw(uMMJMMMhNMm.u!)hmwﬁnpﬂdummmm
gas (or the weighted average gross selling price for the respective grad of liquid hydrocarbons), which is the greater. In no event, however, shall
mmmmmmummmwmmmmmmmmwmm.

(D) OTHER PRODUCTS. Royalty on carbon black, sulphur or any other products produced or manufactured from gas (excepting liquid
Mm)mmwh‘m."dq,'ormothugu.bymm\g.bmummmmlb-],{5 part of

Ihlgmapmdudlondmm.wﬂummmw.nﬂnoptbndmomdhmwmmwmmmmundoﬂka. ssise
luchmmdnmmbodmnhwdum:1)mhmhdmnmhummmdmmhrhmmmm-mpmduclil .
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greater : n..-
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my-mupmummuhmhmmmuummmmmmwmwadwywmmuom.wum.mm-nu
dulondplytbbonmbomunuuyd"nmmmmmmwmdﬂumamnul\omw-mlmulbum
amount of royalties paid during the precading year NPWSMMMMMM|MWM.MmdelM

& and Correct




" LWL 777 opace 199

paragraph, the delay rental amount shall be one dollar ($1.00) per acre

6. ROYALTY IN KIND. Notwithstanding any other provision in this lease, al any time or from time 1o time, the owner of the soll of the
Commissioner of the General Land Office may, at the option of either, upon not less than sixty (60) days notice to the holder of the lease, require that the
payment of any royalties accruing lo such royalty owner under this lease be made in kind. The owner of the soil's or the Commissioner of the General
Land Office’s right to take its royalty in kind shall not diminish or negate the owner of the soil's or the C [ of the General Land Office’s rights
or Lessee's obligations, whether express or implied, under this lease.

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

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

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

Payment of royalty on production of oil and gas shall be as provided in the rules set forth in the Texas Register Rules curmently provide that royaity on oil
Is due and must be received in the General Land Office on or before the 5th day of the second month succeading 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 d month s ding the month of production,
accompanied by the affidavit of the owner, manager or other authorized agent, compieted 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 of reports confirming the gross production, disposition and market value including gas meler 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
otuﬂmr-mﬂnnuldvmmngwmmmc«mlumomwnmmmmdmmmmmmm.IlL.uupun
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 s greater. In addition
to @ penalty, royalties shall accrue interest at a rate of 12% per year; such interest will begin to accrue 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
roynluulob.pwupmub-dbyuuomunhpmmn,Pammdtmﬂmmhmuhmmwwwwm1
mmoffmhlnnuwwhnmmwwnunmmmmmymmmﬂyuw.Th-d:ov-mlypmbium'hnllr\d-polyh
cases of titke dispute as to the State’s portion of the royalty or to that portion of the royalty in dispute as to fair market value

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually fumish the Commissioner of the General Land Office
with its best possible estimate of oil and gas reserves underlying this lease or allocable 1o this lease and shall fumish said Commissioner with copies of
llwmadnundsrwhnd\g-hwlﬂotpmcnudaﬂduwmagmmaﬂdmmmmmﬂhmmmtw}alnmar
meuMmmmmm.qmmm«mm‘mwmmmmwmw&wuwuﬁmmwm
held in confidence by the General Land Office unless otherwise authorized by Lessee. All other contracts and records pertaining to the production,
transportation, sale and marketing of the ol and gas produced on said premises, including the books and accounts, receipts and discharges of all wells,
llnhl.poob.mm.mdMwunlmmmmmmm.womhuﬁmbylmwmowduuﬂommumdmﬂm.lm
Attorney General, the Govemor, or the reprasentative of any of them

(B) PERMITS, DRILLING RECORDS. Written notice of all operations on this lease shall be submitted to the Commissioner of the
GonorllLmdDmc-byl.nuloropomnvﬁv-(Sldmmvwm.wtw,my.mmMmemﬂmdmy
well or wells. Such written notice to the General Land Office shall include coples of Railroad Commission forms for application to drill. Coples of well
u-u.mpummommmmgm-mmwwwmmmummmmmmmhxmmm
Commission. All applications, permits, reports or other filings that reference this lease or any specific well on the leased premises and that are submitted
loth-TlmWMwnyWWleMﬂohM'sm‘hmm.mw.mmdmﬂhmm
Commission rules, any signage on the leased premises for the purpose of identifying wells, tank batteries or other associated improvements to the land
must also include the word “State " Lessee shall supply the General Land Office with any records, memoranda, accounts, reports, cullings and cores, of
other information relative 10 the operation of the above-described premises, which may be requested by the General Land Office, in addition to those
h.mmomwomu-dhr.MMMmmmmmmemmm.mnuMdmmma
mwlnnniowaopmdmn,o!llulsdﬂhdonmlmmpmnbumdshnlmmﬂ-uuueowdunbgdnﬂummmnchnu
1o the General Land Office within fifteen (15) days after the making of said survey

(C]PENA.LTES.mmm.mwm.memm“nﬂMhmﬁoquW
monum.mumnummmmmwmwmmmmmmumwnmwmmnmmmm
due in the General Land Office

11. 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
mlmmndﬂmguﬁmhmmmmwmmMWM.MWWIMWMNMW
before the expiration of sixty (80) days from date of completion of said dry hole or cessation of production Lessee wces additional drilling or
mmw.umpumhmnlmwm,mmmm“mmumhmhhm.H.dwinul.hclu!yeuoilm
primary term or within sixty (60) days prior thereto, a dry hole be leted and abandoned, or the production of oil or gas should ceasa for any cause,
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Lessee's rights shall remain in full force and effect without further operati 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 driling or reworking
operations pursuant to Paragraph 13, using the expiration of the primary term as the date of cessation of production under Paragraph 13. Should the first
well or any subsequent well drilled on the above described land be completed as a shut-in oil or gas well within the primary term hereof, 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 thereafter a shut-in oil or gas well is located on the leased premises, payments may be made in accordance
with the shut-in provisions hereof

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

13. CESSATION, DRILLING, AND REWORKING. I, after the expiration of the primary term, production of oil or gas from the leased
pumiuu.lhfomnbhm.lhouldm&mmymm.Ihhhmsmnnabmm-lmmmnmldmmmmw
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 complation of the well as a dry hole, and this lease shall remain in sffect so long as Lessee continues drilling or
reworking operations in good faith and in a workmaniike manner without interruptions totaling more than sixty (60) days. Lessee shall give written notice
to the General Land Office within thirty (30) days of any cessation of production

14, SHUT-IN ROYALTIES. For purp of this paragraph, “weil" any well that has been assigned a well number by the state agency
having jurisdiction over the production of oil and gas. If, at any time after the expiration of the primary term of a lease that, until being shut in, was being
maintained in force and effect, a well capable of producing oil or gas in paying quantities is located on the leased premises, but oil or gas is not being
produced for lack of suitable production facilities or lack of a suitable market, then Lessee may pay as a shut-in oil or gas royalty an amount equal to
double the annual rental provided in the lease, but not less than $1,200 a year for sach well capable of producing oil or gas in paying quantities. if
Paragraph 3 of this lease does not specify a delay rental amount, then for the purposes of this paragraph, the delay rental amount shall be one dollar
($1.00) per acre. To be effective, each initial shut-in oil or gas royalty must be paid on or before: (1) the expiration of the primary term, (2) 60 days after
the Lessee ceases lo produce oil or gas from the leased premises, or (3) 60 days after Lessee completes a drilling or reworking operation in accordance
with the lease provisions; whichever date is latest. Such payment shall be made one-half (1/2) to the C issioner of the G | Land Office and one-
half (1/2) to the owner of the soil. If the shut-in oil or gas royalty is paid, the lease shall be considered (o 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, Lesses may extand the lease for four
mare succassive periods of one (1) year by paying the same amount sach ysar on or before the axpiration of each shut-in year

15. COMPENSATORY ROYALTIES. If, during the period the lease is kept in effect by payment of the shut-in oil or gas royalty, oil or gas is
sold and delivered in paying quantities from a well located within one thousand (1,000) feet of the leased premises and completed in the same producing
reservoir, of 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 royaity has been paid. The Lesses may maintain the lease for four more
successive years by Lessee paying compensatory royalty at the royalty rate provided In the lease of the market value of production from the well causing
the drainage or which is completed in the same producing reservoir and within one thousand (1,000) feet of the leased premises. The comp
rw'lnyblob'plidmm!hiyMltiﬂ)mhmdhwumdmmdotu-hl!!('lﬂ)mmmdhldlbogmnlngmof
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 resarvoir and located within one thousand (1,000) feet of the leased pramises. If the compensatory royalty paid in any 12-month period
Is an amount less than the annual shul-in oil or gas royalty, Lessee shall pay an amount equal to the difference within thirty (30) days from the end of the
12-month period. Compensatory royalty payments which are nol timely paid will accrue penalty and interest in accordance with Paragraph 9 of this
lsase. None of these provisions will relieve Lessee of the obligation of reasonable development nor the obligation to drill offset wells as provided in
Texas Natural Resources Code 52.173; however, at the determination of the Commissioner, and with the Commissioner’s written approval, the payment
of compensatory royaities can satisfy the obligation to drill offset wells

16. RETAINED ACREAGE. Notwithstanding any provision of this lease to the contrary, after a well producing or capable of producing oil or
gas has been completed on the leased premises, mmwnmd-mmwhmmmmm
wells as may be reasonably necessary for the proper development of the pr rketing the production thereon

(A) VERTICAL. In the event this lease is in force and effect two (2) years after the expiration date of the primary or extended term it shall
then terminate as to all of the leased premises, EXCEPT (1) 40 acres surrounding each oil well capable of producing in paying quantities and 320 acres
surrounding each gas well capable of producing in paying quantities (including a shut-in oil or gas well as provided in Paragraph 14 hereof), or a well
upon which Lessee is then engaged in continuous drilling or reworking operations, or (2) the number of acres included in @ producing pooled unit
pursuant to Texas Natural Resources Code 52 151-52.154, or (3) such greater or lesser number of acres as may then be allocated for production
purposes to a proration unit for each such producing well under the rules and regulations of the Railroad Commission of Texas, or any successor

agency, or other governmental authority having jurisdiction. If at any lime after the effective date of the partial termination provisions hereof, the . -
applicable field rules are changed or the well or wells located thereon are reciassified so that less acreage is thereafier allocated to said well or wells for -t
production purposes, this lease shall thereupon te as to all ge not th fter allocated to said well or wells for production purposes

Notwithstanding the termination of this lease as to a portion of the lands coversd hereby, Lesses shall neverthelass continue to have the right of ingress 2 S
1o and egress from the lands still subject to this lease for all purposes described in Paragraph 1 hereof, together with easaements and rights-of-way for ¢ o

existing roads, existing pipelines and other existing facilities on, over and across all the lands described in Paragraph 1 hereof (“the retained lands™). for .
access 10 and from the retained lands and for the gathering or transportation of oil, gas and other minerals produced from the retained lands

(B) HORIZONTAL. In the event this lease is in force and effect two (2) years after the expiration date of the primary or extended lerm it
shall further terminate as to all depths below 100 feet below the total depth drilled (hereinafter “deeper depths”) in each weil located on acreage retained
..:..
- -
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in Paragraph 15(A)m.mmwmm(t}mmmmwmmmmmlmowuoqudlom-hllfumumn
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] an peniod of two (2) and so thereafter as oil or s

paying quantities from such deeper depths covered by this lease. - e »

(C) IDENTIFICATION AND FILING. The surface acreage retained hereunder as to each well shall, as nearly as practical, be in the form of
# square with the well located in the center thereol, or such other shape as may be approved by the Commissioner of the General Land Office. Within
mmmuwmuum-mw,wmmmm-uummam
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 Offica, 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
1o execule and record such release or releases within ninety (90) days after being requested 1o do so by the General Land Office. then the
Commissioner al his sole discretion may designate by written instrument the acreage and/or depths o be released hereunder and record such
instrument al Lessee’'s expense in the county or counties where the lease is located and in the official records of the General Land Office and such
designation shall be binding upon Lessee for all purposes.

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

18. FORCE MAJEURE. If, after a good faith effort, Lessee is prevented from complying with any express or implied covenant of this lease,
from conducting drilling operations on the leased premises, or from producing oil or gas from the leased premises by reason of war, rebeliion, rots,
strikes, acts of God, or any valid order, rule or regulation of government authority, then while so prevented, Lessee’s obligation to comply with such
covenan! shall be suspended and Lessee shall not be liable for damages for failure to comply with such covenants; additionally, this lease shall be
extended while Lessee is prevented, by any such cause, from conducting drilling and reworking operations or from producing oil or gas from the leased
premises. However, nothing in this paragraph shall suspend the payment of delay rentals in order to maintain this lease in effect during the primary term
in the absence of such drilling or reworking operations or production of oil or gas.

19. WARRANTY CLAUSE. The owner of the soil warrants and agrees o defend title lo the leased premises. If the owner of the soil defaults
in payments owed on the leased premises, then Lessee may redeem the rights of the owner of the soil in the leased premises by paying any morigage,
taxes or other liens on the leased premises. |f Lessee makes payments on behalf of the owner of the soll under this paragraph, Lessee may recover the
cost of these payments from the rental and royalties due the owner of the soil

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

(B) REDUCTION OF PAYMENTS. If, during the primary term, a portion of the land covered by this lease is included within the boundanes
nl-Mwwmmmwmwwmmmmdmmmmmmmmm
52 151-52.154, or if, at any time after the expiration of the primary term or the extended term, this lease covers a lesser number of acres than the lotal
amount described herein, payments that are made on a per acre basis hereunder shall be reduced rding to the ber of acres pooled d
surmendered, or otherwise d, 80 that payments determined on a per acre basis under the terms of this lease during the primary term shall be
calculated based upon the number of acres outside the boundaries of a pooled unit, or, if after the expiration of the primary term, the number of acres
actually retained and covered by this lease

21. USE OF WATER., Lessoe shall have the right to use water produced on said land necessary for operations under this iease except water
from weils or tanks of the owner of the soil, provided, however, Lessee shall not use potable water or water suitable for livestock of imigation purposes
for waterflood operations without the prior consent of the owner of the soil

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

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

24. WELL LOCATION LIMIT, No well shall be drilled nearer than two hundred (200) feet to any house of barn now on said premises without
the written consant of the owner of the soil
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25. POLLUTION. In developing this area, Lessee shall use the highes! degree of care and all proper safeguards to prevent pollution. Without
fimiting the foregoing, poliution of coastal wetlands, natural waterways, rivers and impounded water shall be prevented by the use of containment
bdiﬁ.uluﬁdudtomdwhmmummmm In the event of pollution, Lessee shall use all means at its disposal to
d hydi b or other pollutant and shall be responsible for all damage to public and private properties. Lessee shall build and —
mm.hmlmu!ﬂhtluhmlmm-pphlmMDanhmmwmdmuwwa
wpletion or aband of any well or wells, Lessee shall fill and level all slush pits and cellars and completely clean up the drilling she of all rubbish
thereon. Lessee shall, while conducting operations on the & d premises, keep said premises free of all rubbish, cans, bottles, paper cups or garbage,
and upon completion of operations shall restore the surface of the land to as near its original condition and contours as is practicable. Tanks and
equipment will ba kept painted and presentable

26. REMOVAL OF EQUIPMENT, Subject to limitations in this paragraph, Lessee shall have the right to remove machinery and fidures placed
by Lessee on the leased premises, including the right to draw and remove casing, within one hundred Iwenty (120) days after the expiration or the
termination of this lease unless the owner of the soil grants Lessee an extension of this 120-day period. However, Lesses may nol remove casing from
any well capable of producing oil and gas in paying quantities. Additionally, Lessee may not draw and remove casing until after thirty (30) days written
notice to the Commissioner of the General Land Office and 1o the owner of the soil. The owner of the soil shall become the owner of any machinery,
fixtures, or casing which are not timely removed by Lessee under the terms of this paragraph

27, (A) ASSIGNMENTS. Under the conditions contained in this paragraph and Paragraph 20 of this lease, the rights and estates of sither
pmy:omummnyumwmmmﬁmmmmmummmmmmummupmmmmm
representatives, s. and assigns. H . & change or division in ownership of the land, rentals, or royalties will not enlarge the obligations of
LnuudlmmhmonghhWlmmdmmkhmdmmmmemuwhmdw
act performed by Lessee. And no change or division in ownership of the land, rentals, or royalties shall bind Lessee for any purposae until thirty (30) days
after the owner of the soll (or his heirs, devisees, legal representatives or assigns) furnishes the Lessee with satisfactory written evidence of the change
in ownership, including the original recorded muniments of title (or a certified copy of such original) when the hip changed b of a
conveyance. A total or partial assignment of this lease shall, to the extent of the interest assigned, relieve and discharge Lessee of all subsequent
obligations under this lease. If this lease is assigned in its entirety as to only part of the acreage, the right and option to pay rentals shall ba apportioned
as between the sevaral owners ratably, according to the area of each, and failure by one or more of them to pay his share of the rental shall not affect
this lease on the part of the land upon which pro rata rentals are timely paid or tendered; however, if the assignor or assignee does not file a certified
copy of such assignment in the General Land Office before the next rental paying date, the entire lease shall terminate for failure to pay the entire rental
due under Paragraph 3. Every assignee shall succeed to all rights and be subject to all obligations, liabilities, and penalties owed to the State by the
original lesses or any prior assignee of the lease, including any liabilities to the State for unpaid royalties.

(B) ASSIGNMENT LIMITATION. Notwithstanding any provision in Paragraph 27(a), if the owner of the soil acquires this lease in whole or
in part by assignmant without the prior written approval of the Commissioner of the General Land Office, this lease is void as of the tima of assignmant
and the agency power of the owner may be forfeited by the Commissioner. An assignment will be treated as if R were made 1o the owner of the soil If the
assignee s

(1) a nominee of the owner of the soil,

(2) a corporation or subsidiary in which the owner of the soll is a principal stockholder or is an employee of such a corporation or subsidiary;
(3) a parinership in which the owner of the soil is a partner or is an employee of such a partnership;

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

(5) & partner or employee in a partnership which is the owner of the soll,

(6) a fiduciary for the owner of the soil, including but not limited to a guardian, trust itor, administrator, receiver, or conservator for the
owner of the soll; or

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

28, RELEASES. mwmmmmmmwm Lessee may at any lime execute and deliver to the
owner of the soll and place of record a rek or ring any portion or portions of the leased premises, and thereby surrender this lease as
to such portion or portions, and be relieved of all subssquent obligations as to acreage surrendered. If any part of this lease is properly surrendered, the
delay rental due under this lease shall be reduced by the proportion that the surrendered acreage bears to the acreage which was covered by this lease
Immediately prior to such sumender, however, such release will not relieve Lessee of any liabilities which may have accrued under this lease prior 1o the
surrender of such acreage

29. FILING OF ASSIGNMENTS AND RELEASES. If all or any part of this lease is assigned or released, such assignment or release must be
recorded in the county where the land is situated, and the recorded instrument, or a copy of the recorded instrument certified by the County Clerk of the
county in which the instrument is recorded, must be filed in the General Land Office within 90 days of the last execution date accompanied by the
prescribed filing fee Nwwmlnunﬂod the rights acquired under this lease shall be subject to forfelture at the option of the
Commissk of the G

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

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

. .
32. FORFEITURE. If Lessee shall fail or refuse to make the payment of any sum within thirty days after it bacomes due, or if Lesses or an :0“'0

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 wall 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 . es

Land Board, or the Rallroad Commission, or if Lessee should refuse the proper authority access lo the records pertaining to operations, or if Lesses 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
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Commissioner, and he shall forfeit same when sufficiently informed of the facts which authorize a forfeiture, and when forfeited the area shall again be
subject to lease under the terms of the Relinquishment Act However, nothing herein shall be construed as waiving the automatic termination of this
lease by operation of law or by reason of any special limitation arising hereunder. Forfeitures may be set aside and this lease and all rights thereunder
reinstated before the rights of another intervene upon satisfactory evidence to the Commissioner of the General Land Office of future compliance with
the provisions of the law and of this lease and the rules and regulations that may be adopted relative hereto.

33, LIEN. In accordance with Texas Natural Resources Code 52 136, the State shall have a first lien upon all oil and gas produced from the
area covered by this lease 1o 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 Texas Natural Resources Code 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 heid by Lessee or by a third party, and ail fotures on and improvements to the
leased premises used in ion with the production or p ing of such k d minerals in order 1o secure the payment of all royailties or other
amounts due or to bacome 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 coun proceedings in
the manner provided in the Title 1, Chap. 9 of the Texas Business and Commerce Code. Lessee agrees that the Commissioner may require Lessee 1o
execute and record such instruments as may be ably y to acknowledge, attach or perfect this lien. Lessee hereby represents that there
are no prior of superior liens arising from and relating to Lessee's activities upon the above-described property or from Lessee’s scquisition of this lease
Should the Commissioner al any time determine that this representation is not true, then the Commissioner may declare this lease forfeited as provided
herein

34. POOLING. Lessee is hereby granted the right 1o pool of unitize the royalty interest of the owner of the sail under this lease with any other
leasehold or mineral interest for the exploration, development and production of oil or gas or either of them upon the same terms as shall be approved
by the School Land Board and the Commissioner of the G | Land Office for the pooling or unitizing of the interest of the State under this lease
punummeaNﬂumRuommCodoszwl-sleThomudm.soﬂqnuﬂulﬂunduﬂmdmhpmmmhmmm
execution requirements stated in Texas Natural Resources Code 52 152

35. INDEMNITY. Lessee hereby releases and discharges the State of Texas and the owner of the soll, their officers, employees, partnars,
agents, contractors, sub ors, guests, , and their respecti and assigns, of and from all and any actions and causes of action
menltuu‘wmrmhum.hwmqmmm.mmd\mwddmimm.M,Mﬂdhﬂdlﬂ.lﬂlﬂmnnﬂ
expenses which are caused by the activities of Lessee, its officers, employees, and agents arising out of, incidental to, or resulting from, the operations
of or for Lessee on the leased premises hereunder, or that may arise out of or be occasioned by Lessee's breach of any of the terms or provisions of this
W.mmmyoﬂwmummmumdmFm.umm»uuwhmh.om.mwr
defend and hold harmiess the State of Texas and the owner of the soil, their officers, employees and agents, their successors of assigns, against any
and all claims, liabilities, losses, d 9 ions, P | injury (including death), costs and expenses, or other hamm for which recovery of damages
umn;mm,nmmmm.muammny.mmmm‘m-mmwdm.mmmmw
environmental hazards, on the leased premises or in any way related 1o Lessee’s failure to comply with any and all environmental laws, those arising
trumoHninyvnynlnhdlnLlnu‘aop-mhomntlnyothuduuu'lmonmbuodmbu.mmmm‘smoﬂh

surface of the leased premises; and those that may arise out of or be occasioned by Lessee's breach of any of the lerms or provisions of this Ag
or any other act or omission of Lessee, its officers, employees, p , agents, contractors, subcontractors, guests, invitees, and their
respective successors and assigns. Each assignee of this Ag o, of an | 1 therein, ag to be liable for, exonerate, indemnify, defend and

hold harmiess the State of Texas and the owner of the soil, their officers, employees, and agents in the same manner provided above in connection with
the activities of Lessee, its officers, employees, and agents as described above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF
THE INDEMNITY OBLIGATIONS AND\OR LIABILITIES ASSUMED UNDER THE TERMS OF THIS AGREEMENT SHALL BE WITHOUT LIMITS AND
WITHOUT REGARD TO THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXISTING CONDITIONS), STRICT LIABILITY, OR THE
NEGLIGENCE OF ANY PARTY OR PARTIES (INCLUDING THE NEGLIGENCE OF THE INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE
BE SOLE, JOINT, CONCURRENT, ACTIVE, OR PASSIVE.

36. ENVIRONMENTAL HAZARDS. Lessee shall use the highes! degree of care and all reasonable safeguards lo preven! contamination or
polwondlny.miromuumm-dmm.mw,wmm.ym.m.lnﬂm-mamwm.mnNmy
other environmental medium in, on. or under, the leased premises, by any waste, pollutant, or contaminant. Lessee shall not bring or permit 1o remain on

the d p any containing materials, exp , loxic r rials, or substances regulated as hazardous wasles, hazardous malterials,
hazardous substances (as the term “Hazardous Substance” is defined in the Comprehensive E al Resp , Comp jon and Liability Act
(CERCLA), 42 U.S.C. Sections 9601, et seq.), or toxic substances under any federal, state, or local law or regulation ("Hazard M. als”), except

om:naryptodudlwmnnnmﬂmmmumnncmbnwmmmwmmmmlmmmmm
LESSEE'S VIOLATION OF THE FOREGOING PROHIBITION SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND
LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST
ANY CLAIMS, DAMAGES, JUDGMENTS, PENALTIES, LIABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS' FEES AND COURT
COSTS) CAUSED BY OR ARISING OUT OF (1) A VIOLATION OF THE FOREGOING PROHIBITION OR (2) THE PRESENCE, RELEASE, OR
DISPOSAL OF ANY HAZARDOUS MATERIALS ON, UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OR
CONTROL OF THE LEASED PREMISES. LESSEE SHALL CLEAN UP, REMOVE, REMEDY AND REPAIR ANY SOIL OR GROUND WATER
CONTAMINATION AND DAMAGE CAUSED BY THE PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER, OR ABOUT
THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITH THE REQUIREMENTS OF
APPLICABLE LAW. THIS INDEMNIFICATION AND ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE
ACTIONS UNDERTAKEN PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IMMEDIATELY
GIVE THE STATE OF TEXAS AND THE OWNER OF THE SOIL WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS
PARAGRAPH, UPON LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY
GOVERNMENTAL AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBLIGATIONS
OF LESSEE HEREUNDER SHALL SURVIVE THE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF THIS AGREEMENT.

37. APPLICABLE LAW. This lease is issued under the provisions of Texas Natural Resources Code 52171 through 52.190, commonly
uncmnumnmmu.mmwummmmnm.wlwmmhuﬁu-dmmtmnfammm
statutes, the statutes will prevail over any nonconforming lease provisions

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

39. LEASE FILING. Pursuant to Chapter 9 of the Texas Business and Commerce Code, this lease must be filed of record in the office of the
CoumyCManmmhwﬁiﬂldumuﬂdhwmim.mmmm‘dmﬂmﬂwhmmmlum
Office. This lease is not effective until a certified copy of this lease (which is made and certified by the County Clerk from his records) s filed in the {
General Land Office in accordance with Texas Natural Resources Code 52.183. Additionally, this lease shall not be binding upon the State unless it |
recites the actual and true consideration paid or promised for execution of this lease. The bonus due the State and the prescribed filing fee shall
accompany such certified copy to the General Land Office

By:_Bruce V. Hunt, President e

Date: Crr 22, 2ol U) ‘flq }0/2

\ u
|

STATE OF TEXAS
BY

Individually and as agent for the State of Texas

Date:
STATE OF TEXAS STATE OF TEXAS
BY: BY
Individually and as agent for the State of Texas Individually and as agent for the State of Texas
Date Date

wnd Correct
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STATEOF ___|exas$

(CORPORATION ACKNOWLEDGMENT)
COUNTY OF __ Dol los

BEFORE ME, the undersigned authority, on this day personally appeared Broce W Hont
10 me to be the person whose name is subscribed 1o the foregoing instruments as_PYES | A ewt

yo- Yot LL.C.

and acknowledged to me that he
mhmbhmm.wmw in the capacity stated, lndnhnamddndduumt.nmpﬁﬂ\{
Ny nd
i e
mmm@gﬂ’%ﬁgﬁym e 27 sayor (xbobL 201
- [ /.yh%73) Joann Kienssg

g - < -§ A

\ 2ot ] S

\ o 0r rgx | Notary Public in and for Xots & Texss

% e /| k

; NI
. 6"‘4, q. o
STATEOF __[:ya% iy, 2008 o

(INDIVIDUAL ACKNOWLEDGMENT)
COUNTY OF __ Lo iVl b

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

Immlom-lob-mmmmmmmﬂumm,mmmmmumomw“!th

purposes and iderat « o
Given under ot AR ER Y Jaayor bl 2007
Nalary Pybiic, State of Texas §
Uy Comm Expirey 14-20-2001 | }(}Il W4 \L & 0
- R )
Notary Public in and for ¢ /(11
STATE OF (INDIVIDUAL ACKNOWLEDGMENT)
COUNTY OF

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

kmmmhhhmmmmmmmmmmwmmmmm-wwdesmbrw
purposes and consideration th d

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 px lly appeared

ummm-mumwmm“msmmwmmmmmmmmmmomunmmw
purposes and deration therein exp d

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

L2
Notary Public in and for :..0--
L]
- -
L -
— — - .e
-
LET L]
L] -
L] -
L]
aran
% e
7 PHOTISION HEVEIR WHIO! ASTIETS (HE SALE, REWIAL | o
OR USE BF THE DESCRIEED REAL PROPERTY BECAUSE OF COUDE aee s
(0 RACE 5 LALID) AN LINENEOREE ABLE LINOFR FEDENAL .e
L
FILEF 4561

FILED FOR RECORD ON THE 6TH DAY OF NOVEMBER

A.D. 2007 10:50 A.u.
DULY RECORDED ON-THE 13TH ;,y op ~ NOVEMBER

i A.p. 2007 10:00 A.
) DEPUTY

DIANNE O. FLOREZ, COUNTY CLERK
REEVES COUNTY, TEXAS
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CERTIFIED TRUE AND CORRECT COPY CERTIFICATE

STATE OF TEXAS

COUNTY OF REEVES

The above and loregoing ts a full, true and corract photographic copy of the
original record now in my lawful custody and possession, as the same is

g::}i‘rcnrdiyr\?;:c; Sunhcjﬁq)_(ds ol rrﬁ iﬂﬁ 8({\1%];%}{?1}7). i C

* REEVES COUNTY(TEXAS
v
Wil ﬂ) MU oer
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Notice of Confidentiality Rights: if you are a natural person, you may remove or strike any of the following information from
this Instrument before It is filed for record in the public records: your social security number or your driver's license number.

Austin, Texas

OIL AND GAS LEASE

THIS AGREEMENT is made and entered into this _21s{ day of _ October . 2007 , between the State of Texas, acting by and through Rts agent, _Ann_
Covington Hendemson _of 2708 University Ave.. San Angieo, Texas 76904
(Give Parmanent Address )

said agent harsin referred to as the owner of the soil (whether one or more) , and Patro-Hunt LL.C, of 1601 Eim, Suite 3400, Dallas, TX 75201
harainafter called | sssss (Give Parmanent Address)

1. GRANTING CLAUSE. For and in consideration of tha amounts stated below and of the covenants and agreements to ba paid, kept
parformed by Lesses under this laase, the State of Texas acting by and through the owner of the soil, hersby grants, leases and lets unto Lasses,
the sole and only purpose of prospecting and drilling for and producing oil and gas, laying pipe lines, building tanks, storing ol and building

| stations, telephone linas and other structures thereon, to produce, save, take care of, treat and transport said products of the lease, the following
situated in Reaves County, State of Texas, to-wit:

72

Si

Al of Section 42, Block 58, PSL Survey

(LEASE SUBJECT TO ATTACHED ADDENDUM)

containing _ 6150  acres, more of less. The bonus consideration paid for this lease is as follows

To the State of Texas Six Thousand ingred Se H
‘ ommmna ) s -
‘ | :---..
‘ To the owner of the soil: Six Thousand, One Hundred Seven and 40/100 *
Dollars ($6,107.40 )
Total bonus consideration: Tweive Thousand, Two Hundred Fourteen and 80/100 pac
Dollers ($1221480 ) . ee
.
The total bonus consideration paid r 5 & bonus of Thiee Hundred Twenty Five and no/100's e
| Dollars ($325.00 ) per acre, on 37,584 net acres =
| s =

2 TERM. Subjedt to the other provisions in this lease, this lease shall be for a term of _Five (5) years from this date (hemin called “primary
term”) and as long thereafter as oil and gas, or either of them, is produced in paying quantities from said land. As used in this lease, the term “produced
in paying quantities” means that the recaipts from the sale or other authorized cor ial use of the subst (8) coverad exceed out of pocket
operational expanses for the six months last past

T2, True and Comect
(X \ copy of
Original filed in
, Reeves County
= Clerks Office
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3. DELAY RENTALS. If no well is commanced on the leased premises on or before one (1) year from this date, this lease shall terminate,
unless on or before such anniversary date Lessee shall pay or tender to the owner of the soil or to his credit in the__Address Shown For Lessor Above,
at
of its successors (which shall continue as the depository regardiess of changes in the ownership of said land), the amount specified below; in addition,
Lessee shall pay or tender to the COMMISSIONER OF THE GENERAL LAND OFFICE OF THE STATE OF TEXAS, AT AUSTIN, TEXAS, a like sum on
or bafore said date. Payments under this paragraph shall operate as & rental and shall cover the privilege of deferring the commencement of & well for
one (1) year from sald date. Payments under this paragraph shall be in the following amounts:

To the owner of the soil. Eighteen and 80/100

Dollars (318,80 )
To the State of Texas: Eighteen and BO100

Doltars ($18.80 )
Total Delay Rental: Thirty Seven and 60/100

Dollars ($37.60 )

In @ like manner and upon like payments of tenders annually, the commencement of a well may be further deferred for successive periods of one (1)
year sach during the primary term. All payments or tenders of rental to the owner of the soil may be made by check or sight draft of Lessee, or any
assignee of this lease, and may be delivered on or before the rental paying date. If the bank designated in this paragraph (or s bank) should
cease to exist, suspend business, liquidate, fall or be succeeded by ancther bank, or for any reason fail or refuse 1o accept rental, Lesses shall not be
heid in default for fallure 10 make such payments or tenders of rental until thity (30) days after the owner of the soil shall deliver to Lessee a proper
recordable instrument naming another bank as agent 10 receive such payments of tenders

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

(A) OIL. Royalty payable on oll, which is defined as including all hydrocarbons produced in a liquid form at the mouth of the well and also as
all condensate, distillate, and other liquid hydrocarbons recovered from ol or gas run through & sep of other equipr as fter provided.
shall be 1/4 mdmwmmunmmw.unmdnmuwwﬂumcmdmw
umom.mmwummwnmwmm.mm,lmy,Muuumu.m.m.umm
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 f, which Is the gr Lessee agrees that before
mygupmduudmubn.dmbuhwld.Mmmmnpﬂlﬂhmhdmwhmﬁwmmmd
and gas separator of conventional type, or other equipment at least as efficient, 80 that all liquid hydrocarbons recoverable from the gas by such means
will ba recovered. The requirement that such gas be run through a separator or other equipment may be waived, in writing, by the royalty owners upon
such terms and conditions as they prescribe.

(8) NON PROCESSED GAS. Royafty on any gas (including flared gas), which is defined as all hydrocarbons and gaseous substances not
defined as ol 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 1/4 pant of the gross production of the market value thereof, at the
option of the owner of the soil o the Commissioner of the General Land Office, such value to be based on the highest market price paid of offered for
guﬁmmqumhmw-rummmmm.ummmwumnmm,m-mm;
provided that the maximum p base in ring the gas under this lease shall not at any time exceed 14.65 pounds per square inch absolute,
undb‘uulmudbm-mp-ntunlhllhnmy(ao)mFm.mnmmummnanﬁ'lLu.mhM
pnvtymﬁmmmmwmmmumhmmmdmmmmhmummdm

(C)PROCES!EDGAI.MmmywmmIMMuMMMWrm}dmmmm
hyd shall be 1/4 undmmwwﬂnﬁqmmmmuwm"mnw.uunop(mul‘uumt
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
pmmmdmgummbbwwmmmmhm,mmww(m;.mmwmmuu—.mmum
greater, of the total plant production of liquid hydrocarbons attributable to the gas produced from this lease; provided that If liquid hydrocarbons are
mmwmm-mmmwmuw.Mum:mmmmmwmwwm
hymuou‘bmnshulbomWfM)umhwmmulmmmmwmmm-m
mth'aM(uthmmmm.thmmmmmwumm
the industry), whichever is the grealer The respective royalties on residue gas and on liquid hydrocarbons shall be determined by 1) the highest market
pnoop-uaonmubrmw(urhwmpumwhmmm.uzammmmummmm
gas (o the weighted average gross selling price for the respective grades of liquid hyd ), 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 nol been processed

(D) OTHER PRODUCTS. Royalty on carbon black, sulphur or any other products produced or manufactured from gas ( ing Naquid
rrywowbom)mmpu'm.“m.'awmw.wm.w«mmmmﬂm 14 pan of the
mmdmm,uhmmw.uhwdhmdhwuuc_ ' of the G i Land Office,
such value to be d ined as foll ‘nmhb-hdhmnmtduhldummblnmnwmmmedh
produud.w?)mh“dhwmlﬁmﬁuﬂmhhmmhmMprodudsmpmduo.d.vnmnm
greater

i.lnmuuunovuw.mwmmmwdwmmuuu—,imw-mwm.u
foymuuuum«mmhmmmubuMmmmhmmmwwwm;m.mmu
au.-mp-y-numnrmmumdnmmummum-bmsmmdmmmmwmm
amount of royalties paid during the preceding year nwsummmmmnmw-mm‘mmmmdm
paragraph, the delay rental amount shall be one dollar ($1.00) per acre

Trua and Cormrect
copy of
Jriginal filed In
Haeves County

Clerks Office




6. ROYALTY IN KIND. Notwith ding any other provision in this lease, at any time or from time to time, the owner of the soil or the
Commissionar of the Genaral Land Office may, st the option of sither, upon not less than sidy (60) days notice to the holder of the lease, require that the
payment of any royalties accruing to such royalty owner under this lease be made in kind. The owner of the soil's or the Commissioner of the Ganeral
Land Office’s right to take its royalty in kind shall not diminish or negate the owner of the soil's or the Commissioner of the General Land Office’s rights
or Lessea’s obligations, whather axpress or implied, under this leass

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

8. PLANT FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as may represent this lease’s proportionats share of any fusl
usad to process gas produced der in any p ing plant. Notwithstanding any other provision of this lease, and subject to the written consent of
the owner of tha soil and the Commissioner of the Ganeral Land Office, Lasses may recycle gas for gas it purposes on the leased premises or for
injection into any oll or gas producing formation undertying the leasad premisss after the liquid hydrocarbons contained in the gas have bean removed;
no royaities shall be payable on the recycled gas until i is produced and sold or used by Lesses in @ mannar which entitles the royalty owners to a
royalty under this lease

9. ROYALTY PAYMENTS AND REPORTS. All royalties not taken in kind shall be paid to tha Commissioner of the Ganaral 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 curmently provide that royalty on oll
s dua and must be received In the General Land Office on or bafore the 5th day of the d month ding the month of production, and royalty
on gas is due and must be received in the General Land Office on or bafore the 15th day of the second month succeeding the month of production,
accompanied by the affidavit of the owner, manager of other authorized agent, completed in the form and manner prescribad by the General Land Office
and showing the gross amount and disposition of all oil and gas produced and the market value of the ofl and gas, together with a copy of all documents,
records or reports confirming the gross produdtion, disposition and market value including gas meter readings, pipaline 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 Offica may require to verify tha gross production, disposition and market value. In all cases the authority of a manager or agent
to act for the Lessae 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 baing paid on sach lease. If Lesses pays
his royalty on or before thitty (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 psnalty 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 to accrue when the royalty s sixty (80) 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 s effective on the date when the affidavits or supporting documents were dus. The Lassse shall bear all responsibiiity for paying or causing
royalties to be paid as preacribed by the due date provided hersin. Payment of the delinquency panalty shall in no way oparate to prohibit the State's
right of forfeiture as provided by law nor act to postpone the date on which royalties were originally dus. The above penalty provisions shall not apply in
cases of title dispute as to the Stata's portion of the royaity or to that portion of the royalty in dispute as to fair market value

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessea shall annually furnish the Commissioner of the General Land Office
with its best possible estimate of oil and gas reserves underlying this lease or allocable to this lease and shall furnish sakd Commissioner with copies of
all contracts under which gas is sold or processed and all subsequen! agresements and amendments to such contracts within thirty (30) days after
antaring 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 tha Ganeral Land Office unless otharwise authorized by Lassss. All other contrects and records pertaining to the production,
tranaportation, sale and marketing of the oll 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 Cormmissioner of the Genaral Land Office, the
Attornay Genaeral, the Governor, or the representative of any of them

| (8) PERMITS, DRILLING RECORDS. Written notice of all operations on this lease shall be submittad to the Commissk of tha G |
I Land Office by Lassae or oparator five (5) days before spud date, workover, re-antry, tamporary abandonment or plug and abandonmaent 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 Genaral Land Office at the time they are filed with the Texas Railroad Commission All
| applications, permits, reports or other filings that reference this lease or any specific well on the lessed premises and that are submitied to the Texas »
Railroad Commission or any other governmental agency shall include the word "State” in the title Additionaily, in sccordance with Railroad Commission
rules, any signage on the leasad premises for the purpose of identifying wells, tank batterles or other assoclated improvements to the land must also
include the word "State.” Lessse 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 premisas, which may be requested by the General Land Office, in addition to those harein S
! exprassly provided for. Leasee shall have an electrical and/or radioactivity survey made on the bors-hole saction, from the basa of tha surface casing to . we
\ the total depth of well, of all wells drillad on the above described premises and shall transmit a true copy of the log of each survey on sach well to the °
General Land Office within fiftesn (15) days after the making of said survey

(C) PENALTIES. Lessae shall incur a penalty wh reports, o nts or other materials are not filed in the General Land Office when ..-on‘
{ dus. Tha penalty for late filing shall be sat by the General Land Office administrative rule which is sffective on the date whan the materials wers dus in a8 8
the General Land Office *

11. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. i, during the primary term hareof and prior to discovery and
| production of oil or gas on said land, Lessee should drill a dry hola or holes tharson, or if during the primary term hemsof and after the discovery and
| actual production of oil or gas from the leased premises such production thereof should cease from any causa, this lease shall not terminate ¥ on or
before the axpiration of sixty (80) days from date of completion of said dry hole or cessation of production Lessee commences additional drilling or
reworking operations thareon, or pays o tendars the next annual delay rental in the same manner as provided In this lease If, during the last ysar of the
primary tarm or within sbdy (80) days prior therelo, a dry hole be completed and abandonad, or the production of oll or gas should caasa for any cause, [
[ Lessae's rights shall remain in full force and effect without further operations until the expiration of the primary term; and if Lessae has not resumed |
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production in paying quantities at the expiration of the primary temn, Lessee may maintain this lease by conducting additional driling of reworking
operations pursuant to Paragraph 13, using the expiration of the primary term as the date of cessation of production under Paragraph 13. Should the first
wall or any subsequent well drilled on the above described land be completed as @ shut-in oil or gas well within the prmary term hereof, Lessee may
resume paymaent of the annual rental in the same manner as provided hersin on or bafore the rental paying date following the expiration of sixty (80)
days from the date of completion of such shut-in oil or gas well and upon the failure 1o make such payment, this lease shall ipso facto terminate. If at the
expiration of the primary tarm or any time thereafter a shut-in oll or gas well is located on the leased premises, payments may be made in accordance
with the shut-in provisions hareof.

12. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. If, at the expiration of the primary term, neither oil nor gas is being
produced on said land, but Lessee is then engaged in driling or reworking operations thereon, this lease shall remain in foros so long as oparations on
said well or for drilling or reworking of any additional wells are prosecuted in good faith and in workmaniike manner without interruptions totaling more
than sbdy (60) days during any one such operation, and if they result in the production of oil and/or gas, so long thereafter as ol and/or gas is produced
In paying quantities from said land, or payment of shut-in oil or gas well royalties or compensatory royaities is made as provided in this lease

13. CESSATION, DRILLING, AND REWORKING. If, after the expiration of the primary term, production of oil or gas from the leased
premises, after once obtained, shouki cease from any cause, this lease shall not terminate f Lesses commences additional drilling or reworking
operations within sixty (60) days after such cessation, and this lease shall remain in full force and effect for so long as such operations continue in 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 oll 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 additonal drilling o reworking
operations within sixty (60) days after the completion of the well as & dry hole, and this lease shall remain in effect 50 long as Lesses continues drilling or
reworking operations in good faith and in a workmanlike manner withoul interruptions totaling more than sixty (60) days. Lessae shall give written notice
to the General Land Office within thirty (30) days of any cessation of production

14, SHUT-N ROYALTIES, For purposas of this paragraph, “well” means any well that has been assigned a well number by the state agency
having jurisdi over the production of oll and gas. If, at any lime after the expiration of the primary term of a lease that, until being shut in, was baing
maintained in force and effect, a well capable of producing oil or gas in paying quantities s located on the leased premises, but oll or gas is not being
produced for lack of sultable production faciities or lack of a sultable markel, then Lessee may pay as a shut-in oll or gas royalty an amount equal to
double the annual rental provided in the lease, but not less than $1,200 & year for each well capable of producing oll or gas in paying quantities. if
Paragraph 3 of this lease does nol specity a delay rental amount, then for the purposes of this paragraph, the delay rental amount shall be one dollar
($1.00) per acre. To be effective, sach initial shut-in oil or gas royalty must be paki on or before: (1) the expiration of the primary term, (2) 60 days after
the Lessee ceases to produce oil of gas from the leased premises, of (3) 60 days afler Lessee completes a drilling or reworking operation in accordance
with the lease provisions; whichever date is latest. Such payment shall be made one-half (1/2) to the Commissioner of the General Land Office and one-
half (1/2) o the owner of the soll 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 tenm 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
mduuhnulud.lm.mlmlmmmmammmmwam,meymmbmbrfwr
more successive periods of one (1) year by paying the same amount sach year on of before the expiration of each shut-in year

18. 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, o in any case in which drainage Is occurring, the right to continue 1o maintain the lease by paying the shut-in oll or gas royalty shall ceass, but
the lease shall remain effective for the remainder of the year for which the royalty has been paid. The Lessee may maintain the leass for four more
successive years by Lessee paying compensatory royalty al the royalty rate provided In the lease of the market value of production from the well causing
the drainage or which is completad in the same producing reservoir and within one thousand (1,000) feet of the leased promises. The compensatory
royalty is to be pald monthly, one-half (1/2) to the C: LY of the G | Land Office and one-half (1/2) to the owner of the soil, beginning on or
before the last day of the month following the month in which the oil or gas is produced from the well causing the drainage or that is completed in the
same producing reservolr and located within one thousand (1,000) feet of the leased p If the comp tory royalty paid in any 12-month period
is an amount less than the annual shut-in oll or gas royaity, Lessee shail pay an amount equal to the difference within thirty (30) days from the end of the
12-month period. Compensatory royalty payments which are not timely paid will accrue penalty and interest in accordance with Paragraph @ of this
lsase None of these provisions will relieve Lessee of the obligabon of reasonable develop nof the obligation to drill offsel wells as provided in
Texas Natural Resources Code 52,173, however, at the determination of the Commissioner, and with the Commissioner's written approval, the payment
of compensatory royalties can satisfy the obligation to drill offset wells

16. RETAINED ACREAGE. Notwithstanding any provision of this lease 1o the contrary, after & well producing of capable of producing oll or
pnMMMMMMM.MMWNMdIWMWhMMMMG
wells as may be reasonably necessary for the proper developmant of the leased premises and in markaeting the production thereon

(A)V!lmcu.mmmumhmmm-ﬂummmwmwmdhmummlmm
terminate as to all of the leased premises, EXCEPT (1) 40 acres surrounding each oll well capable of producing in paying quantities and 320 acres
mmmm;-ulmﬂdmnmwmm-mmolmg-uluwwmdhmuhuwﬂ.mnm
MMMhMWnWMummﬂuﬂ.uﬂ)hnmdmmudhapmumpmw
pursuant 1o Texas Natural Resources Code 52.151-52.154, or (3) such greater o lesser number of acres as may then be allocated for production
WblmwummmﬂMNMMWGMWMdTm.MWM
w.ummmmwnmwm.nummnmmmumwmww.h
applicable field rules are changed of the well or wells located thereon are reclassified so that less acreage is thersafter allocated Lo said well or wells for
ptnduuionW.NmmwmubdeMMNMMuﬂhmmw.

the termination of this lease as to a portion of the lands covered hareby, Lesses shall nevertheless continue to have the right of ingress
nwwmumamnumwnwmmh?w1w.wmmmwmym
amm..mmwm-mmm.mmmummmmmwlwmmw‘:.u
access 10 and from the retained lands and for the gathering o transportation of oil, gas and other minerals produced from the retained lands.

(lmommu_mmmmmuhmmmmmmmnwmummuyummumimu
mm-uumm1mmmmwm¢rhd(mnm'mmmwmmmwunmmmnn

True and Correct
‘ copy of
)=]  Original filed in

i\ B

— l Reeves County

Clerks Office




yo 778 PAGE 04b

Paragraph 16 (A) above, unless on or before two (2) years after the primary or extended term Lasaee pays an amount squal to one-half (1/2) of the
bonus onginalty 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 ba delaysd for an additional period of two (2) years and so long thereafter as oil or gas is produced in
paying quantities from such deaper depths covered by this leasa.

‘ (C) IDENTIFICATION AND FILING. The surface acreage retained harsunder as to each well shall, as nearly as practical, be in the form of a
|
|
[

square with the well located in the center thersof, or such other shape as may be approved by the C LEl dmwwomm
thirty (30) days after partial termination of this lease as provided hersin, Lessee shall execute and record 8 rek or 'g 8 satisfactory
legal description of the acreage and/or depths not retained hersunder. 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 sffect on the date the release is filed. If Lesses fails or refuses
to execute and record such release or releases within ninety (80) days sfter being requested lo 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 meleased hereunder and record such
Instrument st Lessea’s expensa in the county of countias whers the leasa is located and in the official records of the General Land Office and such
| designation shall be binding upon Lessee for all purposes,

i 17. OFFSET WELLS, Neither the bonus, delay rentals, nor royalties paid, or to be paid, undar this lease shall relieve Lasses of his obligation
to protect the ol and gas under the above-described land from being drained. Lessee, sublessee, receiver or other agent in control of the leased

premises shall drill as many wells as tha facts may justify and shall use appropriate means and drill to a depth r y o prevent undue drainage of
| oll and gas from the leased premises. in addition, If oil and/or gas should be produced in commercial quantities within 1,000 feet of the leased pramises,
| of in any casa where the leased pramises is being drained by production of oil or gas, the Lessee, sublessse, receiver or other agent in control of the

‘ leased premises shall in good faith begin the drilling of a well or wells upon the leasad premises within 100 days after the draining well or wells or the
wall or wells completed within 1,000 feet of the leased premises start producing in commercial quantities and shall prosecute such drilling with diligence
‘ Failure to satisfy the statutory offsat obligation may subject this lease and the owner of the soil's agency rights to forfelture. Only upon the detemination
of the Commissionar of the Ganeral Land Office and with his written approval may the payment of compansatory royalty under applicable statutory

parameters satisfy tha obligation to drill an offset well or wells required under this paragraph

18. FORCE MAJEURE. i, after a good faith effort, Lessae is prevented from complying with any exp or implied nt of this leass,
from conducting driling operations on the leased premises, or from producing oil or gas from the leased premises by reason of war, rebefiion, riots,
strikes, acts of God, or any valid order, rule or regulation of government authority, then while so prevented, Lessea's obligation to comply with such
covenant shall ba suspended and Lessee shall not be liable for damages for fallure to comply with such covenants; additionally, this lease shall be
extended while Lesses is prevented, by any such cause, from conducting drilling and reworking operations or from producing ofl or gas from the leased
premises. However, nothing in this paragraph shall suspand the payment of delay rentals in order to maintain this leasa in effect during the primary term
in the absence of such drilling or reworking operations or production of oll or gas.

19. WARRANTY CLAUSE. The owner of the soil warrants and agrees to defend title to the leased premises_ if the owner of the soil defaults
In payments owed on the leased premises, then Lessee may redeem the rights of the owner of the soll in the leased premises by paying any morigage,
taxes or other liens on the leasad premises. If Lessee makes payments on behalf of the owner of the soil under this paragraph, Lessee may recover the
cost of these payments from the rental and royalties due the owner of the soll

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soll owns less than the entire undivided surface estate in the above
dascribad land, whather or not Lessee's interest s specified harein, then the royalties and rental herein provided to be paid to the owner of the soll shall
uuumnmmmﬂ%mmmumummmmm-mmmmmmw»umm
tha Commissioner of the General Land Office of the State of Taxas shall ba likewise proportionately red: H , before Lessee adjusts the
royalty or rental due to the Commissioner of the Genersl Land Office, Mu&mmmmnhmdh
Gaeneral Land Office a written statement which explains the discrepancy between the interest purportedly leased under this lease and the sctual interest
owned by the owner of the soil. The Com of the G | Land Offica shall be paid the value of the whole production allocable to any undivided
interest not covered by a lease, less the proportionate development and production cost allocable to such undivided interest. However, in no event shall
the Commissionar of tha Genaral Land Office receive as a royalty on the gross production allocable fo the undivided interest not leasad an amount less
than the value of one-shieanth (1/16) of such gross production

! (B) REDUCTION OF PAYMENTS. I, during the primary term, a portion of the land coversd by this lease is included within the boundaries
of @ pooled unit that has been approved by the School Land Board and the owner of the soll in accordance with Natural Resources Code Sections . .
52.151-52.154, or if, at any time after the expiration of the primary term or the extended term, this lease covers a lessar number of acres than the total :"“'
amount described herein, payments that are made on & per acre basis h der shall be reduced rding to the number of acres pooled, releasad,
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 p .
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 leass

21. USE OF WATER. Lassee shall have the right to use water produced on said land necessary for oparations under this lease except water e '.
| from wells or tanks of the owner of the soll;, provided, however, Lesses shall not use potable water or water suitable for livestock or irrigation purposes .« ee
1 for watarfiood oparations without the prior consent of the owner of the soil s

22. AUTHORIZED DAMAGES. Lasses shall pay the owner of the soil for damages caused by its oparations to all parsonal property, T
improvemants, livestock and crops on said land sesse

{ 23. PPELINE DEPTH. Whan requasted by the owner of the soll, Lessse shall bury Its pipalines below plow depth
24. WELL LOCATION LIMIT, No wall shall ba drifled nearer than five hundred (500) feet to any housa or bam now on said premises without
| the written consent of the owner of the soil

| 25. POLLUTION. In developing this area, Lessee shall use the highest degree of care and all proper safeguards to prevent poliution. 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, sasapage or ground water contamination. In the avent of pollution, Lesses shall use all means ot its disposal to
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recapture all escaped hydrocarbons or other pollutant and shall be responsible for all damage 10 public and private properties. Lessee shall bulld and
maintain fences around its slush, sump, and drainage pits and tank batteries s0 as 10 protect livestock against loss, damage or injury, and upon
completion or aband 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 Lessee shail, while conducting operations on the leased p , koop said p free of all rubbish, cans, botties, paper cups of garbage,
and upon completion ol operations shall restore the surface of the land Lo as near s onginal condition and contours @s is practicable. Tanks and
equipment will be kept painted and prasentable.

26. REMOVAL OF EQUIPMENT. Subjed to limitations in this paragraph, Lessee shall have the right to remove machinery and fixtures placed
by Lessee On the leased premises, including the right to draw and remove casing, within one hundred twenty (120) days after the expiration or the
termination of this lease unless the owner of the soil grants Lessee an extension of this 120-day perod. However, Lesses may not remove casing from
any woll capable of producing oll and gas in paying quantities. Additionally, Lessee may not draw and remove casing until sfter thirty (30) days written
notice to the Commissioner of the General Land Office and 1o the owner of the soill. The owner of the soil shall become the owner of any machinery,
fixtures, or casing which are not timely removed by Lessee under the terms of this paragraph.

27. (A) ASSIGNMENTS. Under the conditions contained in this paragraph and Paragraph 29 of this lease, the rights and estates of either
party to this lease may be assigned, in whole or in part, and the provisions of this lease shall axtend to and be binding upon thelr heirs, devisees, legal
representatives, successors and assigns. However, a change or division in ownership of the land, rentals, or royalties will not enlarge the obligations of
Lessee, diminish the rights, privileges and estates of Lesses, impair the effecti of any pay made by Lesses or kmpak the effectiveness of any
act performed by Lessee. And no change or division in ownership of the land, rentais, or royalties shall bind Lessee for any purpose until thirty (30) days
after the owner of the soil (of his heirs, devisees, legal representatives or assigns) funishes the Lessee with satisfactory written evidence of the change
in ownership, including the original recorded muniments of litle (or a certified copy of such onginal) when the ownership changed because of a
conveyance. A lotal or partial assignment of this lease shall, to the extent of the interest assigned, relleve and discharge Lessee of all subsequent
obligations under this lease. If this lease is assigned in s entirety as to only part of the acreage, the right and option to pay rentals shall be apportioned
as between the saveral owners ratably, according to the area of sach, and failure by one or more of them to pay his share of the rental shall not affect
this lease on the part of the land upon which pro rata rentals are timely paid or lendered; however, if the assignor or assignes does not file a certified
copy of such assignment In the General Land Office before the next rental paying date, the entire lease shall terminate for fallure to pay the entire rental
due under Paragraph 3. Every assignee shall succeed 10 all ights and be subject to all obligations, kabilities, and penalties owed 1o the State by the
onginal lessee of any prior assignes of the lease, Including any liabiiites to the State for unpaid royalies

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

(1) a nominee of the owner of the soll,

(2)lmmmmmwmdhmﬂIlwmuhmmdwehummmm:

(3) a partnership in which the owner of the soll is a pariner of is an employee of such a partnership.

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

(§) @ partner or empioyee in @ partnership which is the owner of the soil,

(6) & fiduciary for the owner of the soil. including but not limited (0 & guardian, trustee, execulor, administrator, receiver, of conservator for the

owner of the soll, or

(7) & family member of the owner of the soi or related to the owner of the soil by marriage, blood, of adoption

28. RELEASES. Under the conditions contained in this paragraph and Paragraph 26, Lessee may at any lime execule and deliver 1o the
owner of the soll and place of record a release or releases covering any portion or portions of the leased premises, and thereby surmender this lease as
1o such portion of portions, and be relieved of all subsequent cbligations as to acreage surrendered. If any pan of this lease is properly surrendered, the
cmnymmmmmmumwmmmnmmmwmmnﬁ\mwlmfunuu
immediately prior to such s der; h . such rek will not relieve Lessee of any liabilities which may have accrued under this lease prior fo the

29. FILING OF ASSIGNMENTS AND RELEASES. If all or any part of this lease is assigned of released, such assignment of vlease must be
mmummmmmhw.mmmm.u-mummmmwwMMdh
nounqhmtmmmbm,mmmmmmwmmmmmpdmu stion date P d by the
prescribed filing fee nmymmhmtmm.hmmmwmmmwdwmmnwomow-
Commissioner of the General Land Office

30. DISCLOSURE CLAUSE. All provisions pertaining to the leass of the above-described land have been included in this instrument,
mnumammdmwmmmuwummawmmmmwumdmw Any collateral
mmmmmmonmudﬂwwmunwmmummmmmmmmmm

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

32. FORFEITURE. If Lesses shall fail or refuse to make the payment of any sum within thity days after it becomes due, of If Lessee of an
mﬂdwMWMm&nm«mmeum.ulwmuuMnbﬂm
offsst well or wells in good faith as required by law and the rules and regulations adopted by the C of the G | Land Offica, or if Lessse
mouuunﬂ-mmmnmMwmuuuwmmwmwwnwwm.u-suml
LmdM.ahwm.ulmmmnmnm“bhmmum.ulmm
mmwmwumdmuwwmmnumm.awuumuwnm
LmelhlmmdIngolm\nl.wlmwM“mdhwmdhw.ulﬂh‘bmmﬂh
.uiwmmbnuuouhm-cmmlmm-mwn,wmmmmmmuwumnn
Cmmhuw.mdMMWMMMW«M”MM.M.MMMN&“MWN
wwmmmmdmmmmmﬂwmwuw“mmwmum
mwwduwwmdwwmmm,meummmmmmumm
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reinstated before the rights of ancther 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

33, LIEN. In accordance with Texas Natural Resources Code 52.138, the State shall have a first lien upon all oil and gas produced from the
area covered by this lsase 10 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 llen provided by Texas Natural Resources Code 52,136 and any other applicable statutory lien, an
express contractual lien on and security interest in all leasad minerals in and exiracted from the leasad premises, all proceeds which may accrue to
Lessae from the sale of such leased minerals, whether such proceeds are hald by Lessee or by a third party, and all fotures on and improverments to the
leased premises used in connection with the production or processing of such leased minerals in order (o secure the payment of all royalties or other
amounts due of to become due under this lease and to sacure payment of any damages or loss that Lessor may suffer by reason of Lessee's breach of
any covenant or condition of this lease, whathar axpress or implied. This len and security interest may be foraclosed with or without court proceadings in
the manner provided in the Title 1, Chap. 0 of the Texas Businass and Commarce Code. Lassss agrees thal the Commissionar may mquire Lassss to
execute and record such instruments as may be reasonably necessary (0 acknowiedge, attach or perfect this lien. Lessee hereby represents that there
are no prior or superior liens arsing from and relating to Lessee’s activities upon the above-described property or from Lesses’s acquisition of this lease.
Should the Commissioner at any time detarmine that this representation is not true, then the Commissioner may declare this lease forfelled as provided
herein

34, POOLING. Lesses is hareby granted the right to pool or unitize the royalty interest of the owner of the soil under this keasa with any other
leasehold or minaral interest for the exploration, development and production of oil or gas or either of them upon the same terms as shall be approved
by the School Land Board and the Commissioner of the Genaral Land Office for the pooling or unitizing of the interest of the State under this lease
pursuant to Texas Natural Resources Code 52.151-52.154. The owner of the soll agrees that the inclusion of this provision in this lease satisfies the
exacution requirements stated in Texas Natural Resources Code 52 152

{ 35, INDEMNITY, Leasae heraby releases and discharges the State of Texas and the owner of the soll, their officers, employees, partners,
agents, contractors, subcontracton, guests, inviteas, and their reapective successors and assigns, of and from all and any actions and causes of action
! of every naturs, or other ham, including anvironmental harm, for which recovery of damages is sought, including, but not limited to, all losses and
expanses which are caused by the activities of Lessee, its officers, employses, and agents arising out of, incadental to, or resulting from, the operations.
of or for Lessee on the leased premises hereunder, or that may arise out of or be occasloned by Lessee’s breach of any of the terms or provisions of this
Agreement, or by any other negligent or strictly liable act or omission of Lessee. Further, Lassee hereby agrees to be liable for, exonerate, indemnify,
dafend and hold harmiess the State of Texas and the owner of the soll, their officers, employees and agents, their successors or assigns, against any
and all claims, liabilites, losses, damages, actions, personal injury (including death), costs and expenses, or other hamm for which recovery of damages
is sought, under any theory including tort, contract, or strict liability, Including attomeys’ fees and other legal expenses, including those related to
environmental hazards, on the leased premises of in any way related to Lessee's fallure lo comply with any and afl environmental lsws, those arising
from or in any way relsted to Lessee’s operations or any other of Lessee's activities on the leased premises; those arising from Lessee’s use of the
surface of the leasad premises, mmmmmmdmhmwm-mumdhmmmduw
otlnyolh«ldormﬁdmdl.mh officers, amploy mmm beontractons, ir
ive sucK and aasigns. Each assignee of this Ag -..oron t therein, ag uummmwmm
Whmﬂh&“dTﬁnthdhlﬂ.MMWNMhhmmWﬁmhmm
the activities of Lassee, its officers, smployses, and agents s described above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF
THE INDEMNITY OBLIGATIONS AND\OR LIABILITIES ASSUMED UNDER THE TERMS OF THIS AGREEMENT SHALL BE WITHOUT LIMITS AND
WITHOUT REGARD TO THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXISTING CONDITIONS), STRICT LIABILITY, OR THE
‘ NEGLIGENCE OF ANY PARTY OR PARTIES (INCLUDING THE NEGLIGENCE OF THE INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE
| BE S8OLE, JOINT, CONCURRENT, ACTIVE, OR PASSIVE.

! 38, ENVIRONMENTAL HAZARDS. Lessea shall use the highest degree of care and all reasonable safeguards 1o prevent contamination or
poliution of any environmental medium, including soll, surface waters, g dwater, sadiments, and surface or subsurface strata, amblent air or any
other environmental medium in, on, or under, the leased premises, by any wasta, poliutant, or contaminant. Lessea shall not bring or parmit to remain on
the leased premises any asbestos containing materials, sxplosives, loxic matarials, or substances reguiated as hazardous wastes, hazardous materials,
hazardous substances (as the term “H dous St voe' is defined in the Comprehensive Environmental Response, Compensation and Liability Act

| (CERCLA), 42 U.S.C Sections 9601, et seq ), or toxic substances undar any federal, state, or local law or regulation ("Hazardous Materiaks”), except
ominary products commaonly used in connection with oil and gas exploration and developmant operations and stored in the usual manner and quantities
LESSEE'S VIOLATION OF THE FOREGOING PROHIBITION SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND - °
LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST ssanee
ANY CLAIMS, DAMAGES, JUDGMENTS, PENALTIES, LIABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS' FEES AND COURT »
COSTS) CAUSED BY OR ARISING OUT OF (1) A VIOLATION OF THE FOREGOING PROHIBITION OR (2) THE PRESENCE, RELEASE, OR ] .

| DISPOSAL OF ANY HAZARDOUS MATERIALS ON, UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OR

| CONTROL OF THE LEASED PREMISES. LESSEE SHALL CLEAN UP, REMOVE, REMEDY AND REPAIR ANY SOIL OR GROUND WATER
CONTAMINATION AND DAMAGE CAUSED BY THE PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER, OR ABOUT
THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITH THE REQUIREMENTS OF T
APPLICABLE LAW. THIS INDEMNIFICATION AND ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE :'..'
ACTIONS UNDERTAKEN PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IMMEDIATELY
GIVE THE STATE OF TEXAS AND THE OWNER OF THE SOIL WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS -
PARAGRAPH, UPON LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY ssee
GOVERNMENTAL AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES, THE OBLIGATIONS l '....'
OF LESSEE HEREUNDER SHALL SURVIVE THE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF THIS AGREEMENT.

- e
37. APPLICABLE LAW. This lease is issued under the provisions of Texas Natural Resources Code 52.171 through 52.190, commonly .oo .
known as the Relinquishment Act, and other applicable statutes and amendments thereto, and i any provision in this leasa does not conform to thesa
statutes, the statutes will prevail over any forming lease provisi
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38. EXECUTION. This ol and gas lease must be signed and acknowledged by the Lessee before it is filed of record in the county records and in the
General Land Office of the State of Texas. Once the filing requirements found in Paragraph 39 of this lease have been satisfied, the effective date of this lease
shall be the date found on Page 1.

must be filed of record in the office of the
eof must be filed in the General Land Office
his records) is filed in the General Land

Office in accordance with Texas Natural Resources Code 52.183. Additionally, this lease shall not be binding upon the State unless it recites the actual and
‘ s r e . .
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By Bru(_:e W. Hunt, President fim
e

Due /1207 (Wi ’

It[q/l') '

STATE OF TEXAS

Individually and as agent for the State of Texas
Ann Covington Henderson

pATE. 10/23 )&

STATE OF TEXAS (CORPORATE ACKNOWLEDGMENT)
COUNTY OF DALLAS

BEFOREME.MMMM.NM&:,Mwd%‘w'ﬂm! known lo me to be the person whose name is
umwmmwammmnﬁgjﬂﬂ_dmmu.c. and acknowledged to me that he executed the same for the purposes and
mmnnmmuohnpuuod.hmowmgdlwuhldwmdwdm‘C-ompnq,

Given under my hand and seal oot fnis e P day of Doyam bey 2007

Notary Public in and for STATE of TEXAS F

STATE OF TEXAS (INDIVIDUAL ACKNOWLEDGMENT) |
COUNTY OF Dove Boage E...:.
BEFOREHE.hwm.mhmmwmmnwmmhhpﬂmem-m .

tulhohunmnmul.wwhmuwmhmhumwmww,mmﬂm

and seal of office this the 2 Scday of _(x kidonc , 2007,

!

SARAH ELKINS Notary Public in and for STATE of TEXAS

M

"

i Notary Public L
) STATE OF TEXAS ..
: My Comm. Exp, 03-16-10 * l...
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r ADDENDUM
i

TO OIL AND GAS LEASE DATED August 20th, 2007 FROM THE STATE OF TEXAS, ACTING BY AND
THROUGH ITS AGENT, Ann Covington Henderson, AS LESSOR, and Petro-Hunt L.L.C., AS LESSEE;

ADDITIONAL PROVISIONS OF LEASE
Notwithstanding anything to the contrary in the foregoing Ol & Gas Lease, it is agreed and understood as follows, to
wit:

A. Amended Delay Rental Provision:
*As to any rentals that may be paid on or before the 1%, 2™ and 4™ anniversary date, the total rental shall be payable in

the amount of $37.60, being §1,00 per net mineral acre

**Except that if delay rentals are paid on or before the 3" anniversary date, the total rental shall be payable in the

amount of $12,214 80, being $325.00 per net mineral acre
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e 5 J . R _A.p. 2007 8:00 A.nm.
L/ oerury DIANNE 0. FLOREI, COUMTY CLERK
REEVES COUNTY, TEXAS
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CERTIFIED TRUE AND CORRECT COPY CERTIFICATE
STATE OF TEXAS
COUNTY OF REEVES

The above and foregoing is a ful, true and corract photographic copy of the
oniginal record now in my lawful \.LAS(DUV and possession, as ‘h ‘Tre 18

PAGE SR " e % B W‘fﬁ‘r&kﬁgm TC

'lF oF I heraby certified on 1 1 /30/2007 =

f‘
;"f{“ & DIANNE O. FLOREZ, CQUNTY CLERK
) REEVES COUNTY, TE')(
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General Land OfMce
Act Lesss Form
Revised, September 1987

1 Notice of Confidentiality Rights: If you are a natural person, you may remove or strike any of the following Information from
this instrument before it Is filed for record in the public records: your social security number or your driver’s license number.

Qustin, Texas

| OIL AND GAS LEASE

Imtsasasmmhmmmmmmmdmmmmmumﬂ.mmmmmghu
sgent,  Ted Michael Covington _ of

(Ghva Permanant Address) }

said agent hersin referred to as the owner of the soll (whather one or more) , and Petro-Hunt LL.C. of 1601 Eim, Suite 3400, Dallas, TX 75201
hereinafier called Lessee (Give Permanent Address)

r 1. GRANTING CLAUSE. For and in consideration of the amounts stated below and of the covenants and agreements to be paid, kept and
| performed by Leasss under this lease, the State of Texas acting by and through the owner of the soil, hereby grants, leases and lets unto Lesses, for
| the sole and only purpose of prospecting and drilling for and producing ofl and gas, laying pipe lines, building tanks, storing oll and
| stations, telephone lines and other structures thareon, to produce, save, take care of, treat and transport said products of the leass. the
situated in Reeves County, State of Texas, to-wit:

All of Section 42, Block 58, PSL Survey
(LEASE SUBJECT TO ATTACHED ADDENDUM)

containing _ 6150  mcres, more or less. The bonus consideration paid for this lease is as follows

To the State of Texas: Six Thousend, One Hundred Seven and 40/100
Dollars (8610740 )

To the owner of the soil: Six Thousand, One Hundred Soven and 40/100
Dollars ($6.10740 = )

Total bonus consideration: Twelve Thousand, Two Hundred Fourteen and 80/100
Dollars (812,214,680 )

The total bonus consideration paid represants a bonus of Three Hundred Twenty Flye and no/100's
Dollars ($325.00 ) per acre, on 37,504 net acres

2. TERM. Subject to the other provisions in this lease, this lease shall be for a term of _Five (5) years from this date (herein called “primary
term”) and as long thereafter as oil and gas, or aither of them, is produced in paying quantities from said land. As used in this leasa, the temm “produced

| in paying quantities” means that the receipts from the sale or other authorized commercial use of the substance(s) coversd exceed out of pocket . e @
l oparational axpansas for the six montha last past. e oo
L
‘ [E LR
- -
| (R L]
| e ®
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| —
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3. DELAY RENTALS. If no well is commenced on the leased premisas on of bafore one (1) year from this date, this lease shall terminate,
uniess on of before such anniversary date Lessee shall pay or tender to the owner of the soil or to his credit in the__Agddress Shown For Lessor Above,
at
of its successors (which shall continue as the depository regardiess of changes in the ownarship of sakd land), the amount spacified below, in addition,
Lessee shall pay or tender to the COMMISSIONER OF THE GENERAL LAND OFFICE OF THE STATE OF TEXAS, AT AUSTIN, TEXAS, a like sum on

or before said date Payments under this paragraph shall operate as a rental and shall cover the privikege of deferring the commencement of @ well for
one (1) year from saiki date. Payments under this paragraph shall be in the following amounts:

To the owner of the soil._Eighteen and 80/100
Dollars (518,80 )
To the State of Texas: Eighteen and §0/100
Dollars ($18.80 B
Total Delay Rental: Thirty Seven and 60/100
Doliars ($37.60 J
In & like manner and upon like payments or tenders annually, the commencement of a well may be further deferred for successive perods of one (1) ‘
year sach during the primary term. All payments or tenders of rental to the owner of the soll may be made by check or sight draft of Lessee, or any |
assignee of this lease, and may be delivered on or before the rental paying date. If the bank designated in this paragraph (or its s. bank) shoukd
cease 10 exisl, suspend business, liquidate, fall or be succeeded by another bank, o for any reason fail or refuse to accept rental, Lessee shall not be |

heid in detault for failure 1o make such payments or tenders of rental until thirty (30) days after the owner of the soil shall deliver 10 Lessee a proper |
recordable instrurnent naming another bank as agent to receive such payments of lenders

4. PRODUCTION ROYALTIES. Upon production of oll and/or gas, Lessee agrees 10 pay of Cause \o be paikl one-haif (1/2) of the royalty
provided for in this lease to the Commissioner of the General Land Office of the State of Texas, at Austin, Texas, and one-haif (1/2) of such royaity 1o the
owner of the soil:

(A) OIL. Royaity payable on oil, which is defined as including all hydrocarbons produced in a iquid form at the mouth of the well and also as
all condensate, distillate, and other liquid hydrocarbons recovered from oll or gas run through a separator or other equipment, as hereinafier provided,
shall be 1/4 part of the gross production or the market value thereol, at the option of the owner of the soll or the Commissioner of the General
Land Office, such value to be determined by 1) the highest posted price, plus premium, if any, offered or paid for oil, condensate, distillate, or other liquid
hydrocarbons, respectively, of a like type and gravity in the general ares where produced and when run, or 2) the highest market price thereof offered or
paid in the g | area whare produced and when run, or 3) the gross p ds of the sale th f, which i the greater Lessee agrees thal before
any gas produced from the leased premises is sokd, used of processed in & plant, it will be run free of cost 1o the royalty owners through an adequate oll
and gas separator of conventional type, or other equipment at least as efficient, so that all liquid hydrocarbons recoverable from the gas by such means
will be recovered. The requirement that such gas be run through a separator or other squipment may be waived, in writing, by the royalty owners upon
such tenms and conditions as they prescribe

(B8) NON PROCESSED GAS. Royalty on any gas (including flared gas), which is defined as all hydrocarbons and gaseous substances not
defined as oll 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 1/4 part of the gross production or the market value thereol, at the
option of the owner of the sail or the Commissioner of the General Land Office, such value 1o be based on the highest markel price paki of offered for
gas of comparable quality in the general area whare produced and when run, of the gross price paid of offered to the producer, whichever is the greater,
wmhmmthmmmmmmmmmmwmmmmmuwymw|465pwndsp«lqmmm,
and the standard base temperature shall be sixty (60) degrees Fahrenheit, cormection (o be made for pressure according lo Boyle's Law, and for specific
gravity according 1o tests 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. Royalty on any gas processed in & gasoline plant or other plant for the recovery of gasoline or other liquid
Y s shall be 1/4 part of the residue gas and the liquid hy d o the markel vaiue f, at the option of the owner
| of the soil or thea Commissioner of the General Land Office. All royalties due herein shall be based on one hundred percent (100%) of the total piant
production of residue gas attributable to gas produced from this lease, and on fifty percent (50%), or that percent accruing 1o Lessee, whichever s the
greater, of the total plant production of liquid hydrocarbons attributable to the gas produced from this lease, provided that if iquid hydrocarbons are
d from gas pr d in & plant in which Lessee (or its parent, subsidiary or affiliate) owns an interest, then the percentage applicable (o liquid
hydrocarbons shall be fifty percent (50%) or the highest percent accruing 10 @ third party processing gas through such plant under & processing
agreement negotiated at am’s length (o if there is no such third party, the highest parcent then being specified in processing agreemants 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
pda-pddotdhud'bt.nygu(ﬂwhﬂm-ldmwhmmﬂmumhmpmmumwhmt-du-
gas (of the weighted average gross selling price for the respective grades of liquid hydrocarbons), whichever is the greater. In no event, however, shall
the royaltes payable under this paragraph be less than the royaltes which would have been due had the gas nol been processed

(D) OTHER PRODUCTS. Royalty on carbon black, sulphur of any other products produced of manufactured from gas (excepling liquid
hydrocarbons) whether said gas be “casinghead,” “dry,” or any other gas, by fractionating, buming or any other processing shallbe  1/4__pan of the
i gross production of such products, or the market value thersof, at the option of the owner of the soil or the C loner of the G | Land Office,
such market value 1o be determined as follows: 1) on the basis of the highest market price of sach product for the same month in which such product is
produced, or 2) on the basis of the average gross sale price of each product for the same month in which such products are produced. whichever is the

greater

| 5. MINIMUM ROYALTY. During any year after the expiration of the primary term of this lease, if this iease s maintained by production, the
nmuummmmmmmmmnmmummnmwmmwmm;M.mmu
cmmp-nouonuwonunmmdmmmnmmuumammmmwmmmw
amount of royalties pakd during the preceding year. If Paragraph 3 of this lease does not specify a delay rental amount, then for the purposas of this
paragraph, the delay rental amount shall be one dollar ($1.00) per acre.
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8. ROYALTY IN KIND. Notwithstanding any other provision in this leasa, at any time or from time to time, the owner of the soil or the
Commissioner of the Ganeral Land Office may, al the option of either, upon not leas than sixty (560) days notice to the hoider of the leasa, require that the
paymeant of any royalties accruing to such royalty owner under this lease be made in kind. The owner of the soil's or the Commissionar of the General
Land Office’s right to take its royalty in kind shall not diminish or negate the owner of the soil's or the Commissioner of the Ganeral Land Office’s rights
or Lessaa's obligations, whether axp or impliad, under this leass.

7. NO DEDUCTIONS. Lessee agrees that all royalties accruing under this lease (including those paid in kind) shall be without deduction for

tha cost of producing, gathering, storing, saparating, treating, dehydrating, compressing, processing, transporting, and otherwise making tha oil, gas and

| other products hereunder ready for sale or use. Lesses agrees (o compute and pay royalties on the gross value received, including any reimbumements
for oo taxes and product lated costs.

8. PLANT FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as may represent this lease's proportionate share of any fuel
usad to process gas produced hersunder in any processing plant. Notwithstanding any other provision of this lease, and subject to the written consent of
the owner of the soll and the Commiasioner of the General Land Office, Lessse may recycle gas for gas Iift purposes on the leased premises or for
Injection into any oil or gas producing formation underlying the lsased pramises after the liquid hydrocarbons contained in the gas have been removed;
no royalties shall be payable on the recycled gas until R is produced and solkd or used by Lessae in & mannar which antities tha royalty owners to a
royalty under this lease

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

Paymant of royalty on production of oil and gas shall be as provided In the rules set forth in the Texas Ragister, Rules currently provide that royalty on ol
Is due and must be received in the General Land Office on or before the 5th day of the d month ding the month of production, and royalty
on gas is due and must be received in the Ganeral 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, compieted in the form and manner prescribed by the General Land Offics
and showing the gross amount and disposition of all oll and gas produced and the market value of the ofl and gas, together with a copy of all documents,
records of 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 info 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 Lessas hersin must be filed In the General Land Office. Each royalty payment shall be accompanied by a check stub, schedule, summary
of other remittance advice showing by the assigned General Land Office lease number the amount of royalty being paid on each leasa If Lesses pays {
his royalty on or bafore thirty (30) days after the royalty payment was due, then Lesses owes a penalty of 5% on the royalty or $25.00, whichever is
@reater 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 to accrue when the royalty is sixty (80) days overdue '
Affidavits and supporting documants which are not filed when due shall incur a panalty in an set by the G | Land Office administrative rule !
which is effactive on the date when the affidavits or supporting documents were dus The Lessse shall bear all responaibility for paying or causing

! royaities to be paid as prescribed by the dus 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 titla dispute as to the State's portion of the royalty or to that portion of the royalty in dispute as to fair market value

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lassse shall annually fumish thea Commissioner of the General Land Office
with its best possible estimate of oil and gas resarves underlying this lsase or allocabie to this lease and shall furnish sakd Commissioner with copies of |
all contracts under which gas is sold or processsd and all subsequent agreements and amendments 1o such contracts within thirty (30) days after |
entaring into or making such contracts, agreements or amendments. Such contracts and agresments when received by the Ganeral Land Office shall be \
held in confidence by the General Land Office unless otherwise authorized by Lessee. All other contracts and records pertaining to the production, |
transportation, sale and markating of the oil and gas produced on said premisas, including the books and accounts, ecsipts and discharges of all walls, }
tanka, pools, meters, and pipelinas shall at all times be subject to inspection and exam by the Commissi of the Genaral Land Office, the
Attorney General, the G , of the repr tative of any of them. |

(B) PERMITS, DRILLING RECORDS. Written notice of all operations on this lease shall be submitted 1o the Commissioner of the General
Land Office by Lessee or operator five (5) days bafore spud date, workover, re-antry, temporary abandonment or plug and abandonment of any well or |
wells, Such written notice 1o the General Land Office shall include copies of Rallroad Commission forms for application to drill. Copes of well tests, |
1 complation reports and plugging reports shall be supplied to the General Land Office at the time they are filed with the Texas Raliroad Commission. All {
| applications, permits, reports or other filings thal reference this leasa or any specific wall on the leasad premisss and that are submitiad 1o the Texas ’
| Raliroad Commission or any othar govemmaental agency shall include the word “State” in the title. Additionally, in accordance with Rallroad Commission
| rules, any signage on the leased pramises for the purpose of identifying wells, tank batteries or other associated improvements (o the land must also
Include the word “State.” Lessee shall supply the General Land Office with any records, memoranda, sccounts, reports, cuttings and cores, or other
Information relative to the operation of the above-described premises, which may be requestad by the Ganeral Land Office, In addition to those hermin
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 sach survey on sach well to the
General Land Office within fiteen (15) days after the making of said survey

‘ (C) PENALTIES. Lessee shall incur a panalty whenever reports, documents or other materials are not fled in the General Land Office when i)
1 due. The penalty for late filing shall be sat by the General Land Office administrative rule which is effective on the date whan the materials were due in .
' the General Land Office .

! 11. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. if, during the primary term hereofl and prior to discovery and |
[ production of oil or gas on said land, Lessee should drill 8 dry hole or holes thareon, or if during the primary term hersof and after the discovery and
| actual production of ol or gas from the leased pramises such production thereof should cease from any cause, this lease shall not terminate if on or ‘
f before the expiration of sixty (80) days from date of completion of said dry hole or cessation of production Lassee commences additional driling or
reworking operations therson, or pays or tenders the next annusl delay rental in the same manner as provided in this lease. If, during the last year of the
primary term or within sixty (80) days prior thereto, a dry hole be completed and abandoned, or the production of oil or gas should caasa for any cause, .
Lessae'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 snse
-
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production n paying quantities at the expiration of the prmary term, Lessee may maintain this lease by conducting additional drilkng o reworking
operations pursuant to Paragraph 13, using the expiration of the primary temm as the date of cessation of production under Paragraph 13 Should the first
mumw-ﬂmmummwumuamuuwmmummw Lessae 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 sidy (60)
days from the date of compiation of such shut-in oll or gas well and upon the failure to make such payment, this lease shall ipso fecto lerminate. If at the
expiration of the primary term of any time thereafter a shut-in oll or gas well is locatsd on the leased premises, payments may be made in accordance
with the shut-in provisions hereof

12. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. If, at the sxpiration of the primary temn, nether oll nor gas is being
produced on sakd land, but Lesses is then engaged in drilling of reworking operations thereon, this lease shall remain in force 80 long as operations on
said well or for drilling or reworking of any additional wells are prosecuted in good faith and in workmaniike manner without interruptions totakng more
than sixty (B0) days during any one such operation, and if they result in the production of oll andior gas, 0 long thereafter as ol and/or gas is produced
in paying quantities from said land, or payment of shut-in oil or gas wall royalties or compensalory royalties is made as provided in this lease

13. CESSATION, DRILLING, AND REWORKING. If, after the sxpuration of the prmary term, production of ol or gas from the leased
premises, after once obtained, should cease from any cause, this lease shall not teminate f 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 8o long as such operations continue in good
faith and in workumanike manner withoul inlerruptions totaling more than sty (60) days. If such driling or reworking operations resull in the production
of oll or gas, the lease shall remain in full force and effect for 30 long as ofl or gas is produced from the k d pe in paying quantities or payment
of shut-in oll or gas well royaities or payment of compensalory royalties is made as provided herein or as provided Dy lew. If the driling of reworking
operations resull in the completion of @ well as & dry hole, the lease will not temminate if the Lessee commences sdditional drilling of reworking
mmmmm:wmmmuuuﬂ--mm and this ease shall remain in effect so long as Lessee continues drilling or
reworking operations in good faith and in & work without i upl totaling more than sixty (60) days. Lessee shail give written notice
tom&mlmﬂhmm(%)uwdwmdm

14. SHUT-IN ROYALTIES. For purposes of this paragraph, “weil” mesns any weil 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 axpiration of the primary term of a lease that, until being shut in, was being
maintained in force and effect, a well capable of producing oll or gas in paying quantities is located on the leased premises, bul oil of gas s not being
produced for lack of sultable production facilities or lack of & sutable market, then Lessee may pay as a shul-in ol or gas royalty an amount equal 1o
double the annual rental provided in the lease, but not less than $1,200 & year for each well capable of producing oll of gas in paying quantities. If
Paragraph 3 of this lease does not specify a delay rental amount, then for the purposes of this paragraph, the delay rental amount shail be one doller
{$1.00) per acre. To be effective, each intial shut-in oil or gas royalty must be paid on or before: (1) the expiration of the primary term, (2) 80 days afier
the Lessee ceases to produce ol o gas from the leased premises, or (3) 60 days after Lessee compietes a driling of reworung Operation in accordance
with the lease provisions, whichever date is latest. Such payment shall be made one-half (1/2) to the Commissioner of the General Land Office and one-
haif (1/2) to the owner of the soil. If the shul-in oll or gas royalty is paid, the lease shall be d 1o be & p g 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 sultable production facilities or suitable market for the oll of gas exists, Lassee may extend the lease for four
maore successive periods of one (1) year by paying the sama amount sach year on or before the axpiration of aach shul-in year.

15. COMPENSATORY ROYALTIES. If, during the period the lease is kept in effect by payment of the shul-in od or gas royalty, ol or gas &
sold and delivered in paying quantities from a well located within one thousand (1,000) feet of the leased premises and compieted in the same producing
reservoil, of in any case in which drainage is occurming, the nght to continue 10 Maintain the lease by paying the shut-n oil or gas royaity shall cease, but
the lease shall remain effective for the remainder of the year for which the royalty has been paid The Lessss may maintain the lease for four more
-unuwnmwmmmmuummmhnmummmummnmm
the drainage or which is completed in the same producing reservoir and within one thousand (1,000) feet of the leased pr The P
royalty is 1o be paikd monthly, ommumunc«mhu-dhmmmwmumnnmdmu blol\nnumnr
before the last day of the month foliowang the month in which the oil or gas is produced from the well causing the drainage of that s compieted 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 penod
is an amount less than the annual shut-in oil or gas royalty, Lessee shall pay an amount equal to the difference within thirty (30) days from the end of the
12-month period. Compensatory royalty payments which are not timely paid will acciue penalty and interest in accordance with Paragraph § of ths
lease. None of these provisions will releve Lessee of the obligation of reasonable development nor the obligation to dill offsel welis as provided in
Texas Natural Resources Code 52 173, however, at the determination of the Commissioner, and with the Commissioner's wiitten approval, the payment
of compensatory royaities can satisfy the obligation to drill offset welis.

18. RETAINED ACREAGE. Notwithstanding any provision of this lease 1o the contrary, after & well producing or capable of producing od of
gas has been pietad on the leased L Lessee shall exercise the dikgence of a oy in drilkng such sddiional well of
ﬂumhmnﬂymhhm%dhwmmhmmmmw

(A) VERTICAL. In the event this lease is in force and effect two (2) years after the expiration date of the primary of extended term it shall then
terminate as to all of the leased premises, EXCEPT (1) 40 acres surrounding sach oll well capable of producing in paying quantities and 320 acres
Mm;—mwdmmmwm&m-mawg—w-wnmun-nn of & wall
upon which Lessee is then engaged in continuous drilling of reworking operations, of (2) the number of acres included in @ producing pooked unit
pursuant to Texas Natursl Resources Code 52 151-52 154, or (3) such greater or lesser number of acres as may then be allocated for production
purposes o @ proration unit for esach such producing well under the rules and regulations of the Railroad Commission of Texas, of any suCCessor
agency, of other governmental authority having junsdiction If at any time after the eflective date of the partial termination provisions hereof, the
applicable fiekd rules ame changed of the well or wells located thareon are reclassified 8o thal less acreage is thereafter allocated 10 saki well or wells for
production purposes, this lease shall thereupon lemminate as to all acreage not theresfler allocated 10 sakd well or wells for production purposes.
Notwithstanding the termination of this lease as to a portion of the lands covered hereby, Lessee shall nevertheless continue 1o have the right of ingress.
mmwmmmﬂwuumu-mmhmiw together with easements and nghts-of-way for

Vg roads, 9 pip and other existing facilities on, over and across all the lands described in Paragraph 1 hereof (“the retained lands”). for
mbmtmﬂnmmmhnmﬂmdd.g-mmmmmmwm

(B) HORIZONTAL. in the event this iease is in force and eflect two (2) years after the expiration date of the prmary or extended term it shall
further terminate as 10 all depths below 100 feet below the total depth drilled (hereinafter “deeper depths”) in each well located on acreage retained in
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Paragraph 16 (A) above, unless on or bafore two (2) years after the primary or extended term Lessee pays an amount squal to one-half (1/2) of the
bonus originally paid as consideration for this lease (as specified on page 1 hersof). if such amount is paid, this lease shall be in force and effect as to
such deepar depths, and said lermination shall be delayed for an additional period of two (2) years and so long thersafter as oil or gas is produced in
paying quantities from such deeper depths coverad by this leass

(C) IDENTIFICATION AND FILING. The surfa mage retained hersunder as to sach well shall, as nearly as practical, be In the form of a
squars with the well located in the center thereof, or such other shaps as may be approved by the Commissioner of the General Land Office. Within
thirty (30) days after partial tarmination 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 Offica, accompanied by the filing fee prescribed by the General Land Office rules in effect on the date the rieass is filed. If Lesses fails or refuses
to execute and record such release or releases within ninety (00) days after being mequested to do so by the General Land Offica, then the
Commissionar al his sole discretion may designate by writtan instrument the acreage and/or depths to be relessad hereunder and record such
Instrumant al Lessae’'s expensa in the county or counties where the leasa is located and in the official records of the General Land Office and such
designation shall be binding upon Lesaes for all purposes

17. OFFSET WELLS. Naither the bonus, delay rentals, nor royalties paid, or 1o be paid, under this lease shall relleve Lessse of his obligation
to protect the oil and gas under the above-described land from being drained. Lesses, sublesses, receiver or other agent in control of the leased
premises shall drill as many wells as the facts may justify and shall use appropriate means and drill to a depth necessary to prevent undue drainage of
oll and gas from the leasad premises In addition, if ofl and/or gas should ba produced in commercial quantities within 1,000 feet of the leasad premises,
of in any case where the leased pramises is being drained by production of oil or gas, the Lesses, sublesses, receiver or other agent in control of the
leased premises shall in good faith begin the drilling of & well or wells upon the leased premises within 100 days after the draining well or wells or the
wall or wells completed within 1,000 feet of the leased premises start producing in commercial quantities and shall prosecute such drilling with diligence.
Failure to satisfy the statutory offset obligation may subject this lease and the owner of the soll's agency rights to forfelture. Only upon the determination
of the Commissionar of the General Land Office and with his written approval may the payment of compansatory royalty under applicable statutory
parameters satisfy the obligation to drill an offset well or wells required under this paragraph

18. FORCE MAJEURE. If, after a good faith affort, m-mmmmmmummnrudum
from conducting drilling op on the leased ises, or from pr g oll or gas from the leased premises by reason of war, rebellion, riots,
strikes, acts of God, ocanynlldurdn mhorraouhﬂonolmmmum then while so prevented, Lesses’s obligation to comply with such
covenant shall ba suspanded and Lessee shall not be liable for damages for failure to comply with such covenants; additionally, this lease shall be
exended while Lesses is prevented, by any such causa, from conducting drilling and reworking operations or from producing odl or gas from the leased
premisas However, nothing in this paragraph shall suspend the payment of delay rentals in order to maintain this lsase in effect during the primary tem
in the absance of such driling or reworking operations or production of oll or gas

19. WARRANTY CLAUSE. The owner of the soil warrants and agrees to defend title to the leased premisas If the owner of the soll defaults
in payments owed on the leased premises, then Lessee may redeem the rights of the owner of the soil in the leased premises by paying any morigage,
taxes or other llens on the leased premises. If Lessse makes payments on behalf of the owner of the soll under this paragraph, Lesses may recover the
cost of these payments from the rental and royalties due the owner of the soll

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soil owns less than the entire undivided surface astate in the above
described land, whether or not Lessee’s interest is spacified harsin, then the royalties and rental herein provided to be paid 1o the owner of the soil shall
be paid to him in the proportion which his interest bears to the entire undivided surface estate and the royalties and rental herein provided to be pald to
tha Commissionar of the General Land Office of the State of Taxas shall be likewise proportionately reduced. However, before Lesses adjusts the
royalty or rental due to the Commissioner of the General Land Offica, Lesses or his authorized representative must submit to the Commissioner of the
General Land Office a written statemant which explains the discrepancy between the interest purportedly leasad under this lease and the actual interest
owned by the ownar of tha soll mmmdmwwmmummvundhmmmmmm
interest not covered by a lease, leas the proportionate development and production cost allocable to such undivided interest. , In no event shall
mcmwmmo-nmlumomm“-mmmmmmmmun-mwwmwnmh—
than the value of one-sixteanth (1/16) of such gross production,

(B) REDUCTION OF PAYMENTS. If, during the primary term, a portion of the land coverad by this lease is inciuded within the boundaries
of a pooled unit that has been approved by the School Land Board and the owner of the soll in accordance with Natural Resources Code Sections
52.151-52.154, or if, a1 any time after the sxpiration of the primary term or the extended term, this leass covers a lesser number of acres than the total
amount describad herein, payments that are made on a per acre basis hersunder shall be reduced according to the number of acres pooled, releasad,
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 basad 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 coverad by this laase.

21. USE OF WATER. Lessee shall have the right to use water produced on said land necessary for operations under this leass except water
from wells or tanks of the owner of the soll, provided, however, Leasee shall not use potable water or water suitable for livestock or irrigation purposes
for waterflood operations without the prior consant of the owner of the soil

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

23. PIPELINE DEPTH. When requested by the owner of the soll, Lessea shall bury its pipelinas balow plow depth.
24, WELL LOCATION LIMIT, No well shall be drilled nearsr than five hundred (500) feet to any house or bam now on said premises without
the written consent of the owner of the soll

25. POLLUTION. In developing this srea, Lessea shall usa the highest degree of cars and afl proper safeguards to prevent poliution. Without
limiting the foregoing, pollution of coastal wetlands, natural waterways, rivers and impounded water shall be preventad by the usa of containment
facilities sufficient to p t spillage, page or g d water contamination. In the event of poliution, Lessse shall uss all means st its disposal to
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mummummwmuwmuwnmmmmmmmw
maintain fences around its siush, sump, and drainage pits and tank battenes 8o as to against loss, damage or injury, and upon
mmnummmwﬂmmmmmmwmnmwmmwmmmmwmomomnfunmn
thereon. Lessee shall, while conducting operations on the leased premises, keep said premises free of all rubbish, cans, bottles, paper cups or garbage,
and upon completion of operations shall the surface of the land to as near s original condition and contours as is practicable. Tanks and
equipment will be kept painted and presentable

26. REMOVAL OF EQUIPMENT. Subject to imitations in this paragraph, Lessee shall have the nght to remove machinery and fxtures placed
by Lesses on the leased premises, including the right to draw and remove casing, within one hundred twenty (120) days after the expiration or the
termination of this lease unkess the owner of the soil grants Lesses an extension of this 120-day period. However, Lesses may not remove casing from
any well capable of producing oll and gas In paying quantities. Additionally, Lessee may not draw and remove casing until after thirty (30) days written
notice to the Commissionar of the General Land Office and to the owner of the soll. The owner of the soil shall become the owner of any machinery,
futures, or casing which are not timely removed by Lessae under the terms of this paragraph

27. (A) ASSIGNMENTS. Under the conditions contained in this paragraph and Paragraph 29 of this lease, the nghts and estates of ether
party to this lease may be assigned, in whole or in pan, and the provisions of this leasa shall extend 1o and be binding upon their heirs, devisees, legal
representatives, successors and assigns. However, & change or division in ownership of the land, rentals, or roy will not pe the obiigations of
Lessee, diminish the rights, privileges and estates of Lessee, impair the effectivenass of any payment made by Lesses or impair the effectiveness of any
nmmmu-ummmmmmmuhwmuwmwmummwmm)mp
after the owner of the soil (or his heirs, devi . legal atives or gns) furnishes the Lessee with satisfactory written evid e
in ownership, mlmmmqu(ulmmdmmM]mm hip ch _“ of a
conveyance. A total or partial assignment of this lease shall, to the extent of the interest assigned, mmmmdum
obligations under this lease If this lease is assigned in its entirety as 10 only pan of the acreage, the nght and oplion to pay shall be apports
as b 1 the | ratably, according to the area of each, and failure by one of more of them Lo pay his share of the rental shall not affect
this lease on the part of the land upon which pro rata rentals are timely paid of tendered, however, if the assignor or assignee does nol file a certified
copy of such assignment in the General Land Office before the next rental paying date, the entire lease shall lerminate for fallure to pay the entire rental
due under Paragraph 3. Every assignee shall succesd 1o all rights and be subject to all obligations, Kabilities, and penalties owed 1o the State by the
original lessee or any prior assignee of the lease, Including any labilities (o the State for unpaid royaities

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

(1) & nominee of the owner of the soll,

(2) & corporation or subsidiary in which the owner of the soil is a principal stockholder of is an employee of such a corporation of subsidiary,

(3) @ partnership in which the owner of the soil is a partner of is an employse of such a partnership,

(4) a principal stockhoider or amployes of the corporation which is the owner of the soll;

(5) & partner or employee in a partnership which is the owner of the soll,

(8) a fiduciary for the owner of the soil; including but not limited 10 & guardian, trustee, executor, administrator, receiver, or consarvator for the

owner of the soil, or

(7) & family member of the owner of the soil or related to the owner of the soll by r ge, blood, or

28. RELEASES. Under the conditions contained in this paragraph and Paragraph 29, Lessee may al any time execute and deliver 1o the
owner of the soll and place of record a release o releases covering any portion or portions of the leased premises, and (hereby surmender this lease as
1o such portion or portions, and be relieved of all subsequent obligations as 10 acreage surrendered. If any pan of this lease is properly sumendered, the
delay rental due under this lease shall be reducad by the proportion that the surmendered acreage bears (o the acreage which was coversd by this lease
immediately priof to such der, h , such rek will not relieve Lessee of any liabilities which may have accrued under this lease prior Lo the
surrender of such acreage.

29. FILING OF ASSIGNMENTS AND RELEASES. If all or any pan of this lease is assigned of released, such assignmernt of release must be
recorded in the county where the land is situated, and the recordad instrument, or & copy of the recorded instrument certified by the County Clark of the
Mhmnmnmmummm&nmmmmmdmm date panied by the
prescribed filing fee. nmmmhunmmmmmmmmumwm-nmdn
Commiasioner of the General Land Office

30. DISCLOSURE CLAUSE. All provisions pertaining 1o the lease of Lhe above-described land have been included in this instrument,
mmwmmmmnmwhmmdmmmwmmmumm Any colateral
ag ing the development of oil and gas from the leased premises which are not contained in this lease render this lease vald

31. FIDUCIARY DUTY. The owner of the soil owes the State a fiduciary duty and must fully disclose any facts affecting the State’s interest in
unI.uodW.mﬂwmmdhdesdwmmmdm&m.mnmrdm-wdhubhmmwwsuh'l
intarests before his personal interests.

32. FORFEITURE. If Lessee shall fail or refuse to make the payment of any sum within thity days efler it becomes due, or if Lessee of an
authorized agent should knowingly make any faise return or false report conceming production of drilling, of if Lessee shall fail or refuse o dnll 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, of if Leases
should fail to file reports in the manner required by law or fail 1o comply with rules and regulations promulgated by the General Land Office, the School
Land Board, or the Rallroad Commission, or if Lessse should refuse the proper authority access (o the records peraining to operations, of f Lessee or
an authorized agent should knowingly fail or refuse (o give cormect information to the proper authority, or knowingly fall or refuse to fumnish the General
Land Office a comedt log of any well, or if Lessss shall knowingly violate any of the materal provisions of this lease, or f 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 forfeture by the
Commissioner, and he shall forfell same when sufficiently informed of the facts which authorize a forfeiture, and when forfeited the area shall again be
mmmmmmummmm mmmmm-mmwmum
lease by operation of law or by of any special i tion mnsing hereunder Forfeltures may be sel aside and this lease and all Nghts thereunder
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reinstated before the rights of another intervene upon satisfactory avidence 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 reguiations that may be adopted relative hereto

33, LIEN. In accordance with Texas Natural Resources Code 52 136, the State shall have a first en 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 acoceptance of
this lease, Lessee grants the State, in addition to the lien provided by Texas Natursl Resources Code 52,136 and any other applicable statutory len, an
expraas contractual lien on and security interest in all leased minerals in and axtracted from the | d isas, all pr ds which may accrue to
anﬁvn"nuholumlcmdmlmhMheuuchpmmw-lmhtldbyu“orbynmkdum omlnllﬂ:tumoﬂandh\prmmtom
leasad premises used in connection with the production or processing of such leasad minarals in order to sacure the payment of all royalties or other
amounts due or to bacome dus undar this lease and to secure payment of any dsmages or loss thet Lessor may suffer by reason of Lessee's breach of
any covenant or condition of this leass, whathar sxpress or implied. This len and sacurity intersst may be foraclosad with or without court proceedings in
the manner provided in the Title 1, Chap. 9 of the Texas Business and Commerce Code. Lesses agrees that the Commissioner may require Lasses (o
sxecute and record such instruments as may be reasonably y o acknowiedge, attach or parfect this lien. Lassae hereby represents that thers
are no prior of suparior liens arising from and relating to Lesses's activities upon the above-described property or from Lassee’s acquisition of this leass.
Should the Commissioner at any time datermine that this representation is not true, then the Commissionar may declare this leasa forfeited as provided
herein

34, POOLMGLMthWthMNMhmmdhmdhwmmum-wm
leasahold or minaral i for the exploration, development and production of oil or gas or sithar of them upon the same terms as shall be approved
by the School Land Board and the Commissioner of the General Land Office for the pooling or unitizing of the interest of the State under this lease
pursuant to Texas Natural Resources Code 52.151-52 154, The owner of the soil agrees that the inclusion of this provision in this lease satisfles the

| exscution requirements stated In Texas Natural Resources Code 52 152,

35, INDEMNITY. Leases hareby releases and discharges the State of Texas and the ownar of the soll, their officers, employses, pariners,
agents, contractors, subcontractors, guasts, invitees, and their respective successors and assigns, of and from all and any actions and causes of action
| of every nature, or other harm, including environmental harm, for which recovery of damages is sought, including, but not limited to, all losses and
| expenses which are caused by the activities of Lesses, its officers, employees, and agents arising out of, incidental to, or resulting from, the
of or for Lessae on the d premises hersundar, or that may arise out of or ba occasioned by Lessse’s breach of any of the terms or provisions of this
Agresment, or by any other negligent or strictly liable act of omission of Lesses. Further, Lessse hereby agrees (o be liable for, axonerate, indemnify,
dafend and hold harmless the Stale of Texas and the owner of the soll, their officers, employees and agents, their successors or assigns, against any
and all claima, liabilities, losses, damages, actions, parsonal injury (including death), costs and expenses, or other harm for which recovery of damages
is sought, under any theory including tort, contract, or strict flability, including attorneys’ fees and other legal axpenses, including those related to
environmental hazards, on the leasad premises or in any way related to Lessse’s fallure to comply with any and all environmental laws; thosa arising
\ from or in any way related to Lessse's operations or any other of Lessee's activities on the leased premises; thoss arising from Lassee’s use of the
surface of the leasad premises; and thosa that may arise out of or be occasioned by Lassee’s breach of any of the terms or provisions of this Agresmant
or any other act or omission of Lassee, its di officers, employees, p , agents, contractors, subcontractors, guests, invitees, and their
reapective sucoassors and assigns  Each assignee of this Agreement, or an interest therein, agrees to be liable for, exonerate, indemnify, defend and
hold harmiess the State of Texas and the ownar of the soil, their officers, employees, and agents in the same manner provided above in connection with
| the activities of Lesses, its officers, employees, and agents as described above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF
! THE INDEMNITY OBLIGATIONS ANDVOR LIABILITIES ASSUMED UNDER THE TERMS OF THIS AGREEMENT SHALL BE WITHOUT LIMITS AND
1 WITHOUT REGARD TO THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXISTING CONDITIONS), STRICT LIABILITY, OR THE
| NEGLIGENCE OF ANY PARTY OR PARTIES (INCLUDING THE NEGLIGENCE OF THE INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE
[ BE SOLE, JOINT, CONCURRENT, ACTIVE, OR PASSIVE.

38, ENVIRONMENTAL HAZARDS. Lesses shall use the highest degree of care and all reasonable safeguards to preveni contamination or
pollution of any environmental medium, including soll, surface waters, groundwater, sediments, and surface or subsurface strata, ambient air or any
other environmental medium in, on, or under, the leasad pramisas, by any waste, pollutant, or contaminant. Lessee shall not bring or permit 1o remain on
the leasad premises any asbestos containing materials, explosives, toxic materials, or substances regulated as hazardous wastes, hazardous materials,
hazardous substances (as the term "Hazardous Substance® is defined in the Comprahansive Environmental Response, Compensation and Liability Act
(CERCLA), 42 U.S.C, Sections 9601, et seq ), or toxic substances under any federal, state, or local law or reguiation ("Hazardous Materials®), except
ordinary products commonly used in connection with oil and gas exploration and development operations and stored in the usual mannar and quantites
LESSEE'S VIOLATION OF THE FOREGOING PROHIBITION SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND
LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST
ANY CLAIMS, DAMAGES, JUDGMENTS, PENALTIES, LIABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS' FEES AND COURT
COSTS) CAUSED BY OR ARISING OUT OF (1) A VIOLATION OF THE FOREGOING PROHIBITION OR (2) THE PRESENCE, RELEASE, OR
DISPOSAL OF ANY HAZARDOUS MATERIALS ON, UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OR
| CONTROL OF THE LEASED PREMISES. LESSEE SHALL CLEAN UP, REMOVE, REMEDY AND REPAIR ANY SOIL OR GROUND WATER

CONTAMINATION AND DAMAGE CAUSED BY THE PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER, OR ABOUT
THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITH THE REQUIREMENTS OF
APPLICABLE LAW. THIS INDEMNIFICATION AND ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE
ACTIONS UNDERTAKEN PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IMMEDIATELY
GIVE THE STATE OF TEXAS AND THE OWNER OF THE SOIL WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS
PARAGRAPH, UPON LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY
GOVERNMENTAL AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBLIGATIONS . .

OF LESSEE HEREUNDER SHALL SURVIVE THE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF THIS AGREEMENT. :ooooo

37. APPLICABLE LAW. This lease is issued under the provisions of Texas Natural Resources Code 52 171 through 52.190, commonly .
known as the Relinquishment Act, and other applicable statutes and amendments thereto, and if any provision in this lease doss not conform to these
statutes, the statutes will prevail over any nonconforming laase provisions
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38. EXECUTION. This oil and gas lease must be signed and acknowledged by the Lessee before it is filed of record in the county records and in the
General Land Office of the State of Texas. Once the filing requirements found in Paragraph 39 of this lease have been salisfied, the effective date of this
shall be the date found on Page 1

30. LEASE FILING. Pursuant lo Chapter 9 of i X
County Clerk in county in which all or any part of the leased premises is located, and certified copies thereof must be filed i

This lease is not until a certified copy of this
/ /
KO

By, Bruce W. Hunt, President

Due_ (/4207 . &%
a7 5
l' ATE OF TEXAS
By maﬂt.r\m a/L 3]“’

Individually and as agent for the State of Texas
Ted Michael Covington

N .'_'_’ "5 - ('1.7

DATE /.

STATE OF TEXAS (CORPORATE ACKNOWLEDGMENT)
COUNTY OF DALLAS

BEFOREME.NMMW.MWM:WMW Bvuu . Hunt known to me to be the person whose name is
subscribed (o the foregoing instruments as T V¢S dant of Petro-Hunt LLC.  and acknowledged to me thal he executed the same for the purposes and
consideration therein expressed, in the capacity stated, Muhwwmdmw CQMPG.-\’

(2% day of Doyerm ber 2007

Notary Public in and for STATE of TEXAS a

STATE OF TEXAS (INDIVIDUAL ACKNOWLEDGMENT) i
COUNTY OF JEXY\ QM een

BEFORE ME, the undersigned authority, on this day persanally appeared Ted Michael Covinglon known fo me to b the person whose name is subscribed fo
the foregoing instrument, and acknowledged that she executed the same for the purposes and consideration therein expressed. Given under my hand
and seal of office this tha.2_~day of V3007, : [

I!V“I.\' WW / I

Notary Public, State of Texas

Trua and Correct
copy of
Original filed in
Raeves County
Clerks Office
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ADDENDUM

TO OIL. AND GAS LEASE DATED August 20th, 2007 FROM THE STATE OF TEXAS, ACTING BY AND
THROUGH ITS AGENT, Ted Michael Covingion, AS LESSOR, and Petro-Hunt L.L.C., AS LESSEE;

ADDITIONAL PROVISIONS OF LEASE

Notwithstanding anything to the contrary in the foregoing Oil & Gas Lease, it is agreed and understood as follows, to
wit:

A. Amended Delay Rental Provision:
*As to any rentals that may be paid on or before the 1%, 2™ and 4™ anniversary date, the total rental shall be payable in
the amount of $37.60, being $1,00 per net mineral acre.

**Except that if delay rentals are paid on or before the 3™ anniversary date, the total rental shall be payable in the
amount of $12,214 80, being $325,00 per net mineral acre.

- —

08 USE F THE DESCRIBED REAL PROPERTY RECALISE OF COwOR
uwmlmmmummu

q FILEF 4760

FILED FOR RECORD ON THE 2151  pay op NOVEMBER A.D. 2007 10:07 A. M.

ﬁ DULY chrmwn ? r; 28TH  pay or  NOVEMBER A.D. 2007 8:00 A. n.

DEPUTY DIANNE 0. FLOREZ, COUNTY CLERK
REEVES COUNTY, TEXAS 1

T True and Correct

(" copy of
(/ ( ):) Original filed in
N/ 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 lawtul custody and possession, as the same is

glx(é«;c%%m 1"::18' t!u;, r&ums of ndﬁklt ongm VOL

O?z-r-r.;""\ | hereby certified on 11 /30/2007

DsANNEO FLORE €QUNTY CLERK
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FILE #4761

Aelinguishment Act Leass Form
Revised, September 1997

Notice of Confidentiality Rights: If you are a natural person, you may remove or strike any of the following information from
this instrument before it is filed for record in the public records: your social security number or your driver’s license number.

whe State of Tpy, ”

E O,

r Genersi Land OMce

2,

‘ | Austin, Texas ;

OIL AND GAS LEASE

THIS AGREEMENT is made and entered into this 218l day of _Qgtober . 2007 , 2007 between the State of Texas, acting by and through its
agent, Jane Covinglon Drake  of

(Give Permanent Address)

udwwmmummdmwﬂmmwmwﬂ.mmmd |
herainafter called Lessee (Give Permanent Address ) |

1.MTMCLAU!E.F«-Mmmﬂndmmﬂbﬂwmdhmmﬂmhhm.wm
poﬂonmdbyL-u-undoru\hm.msu-d‘rmmaymmmmdmﬂ.mmmmumm.h |
m--nhmonnmdmmwmunwmoﬂmgu.hmwm.m\gum.mumumpm |
m,mmmmmw,wm.m.mmdmmwmmdwm.mmm |
‘ situated in Regves County, State of Texas, to-wit: !

All of Section 42, Block 58, PSL. Survey

(LEASE SUBJECT TO ATTACHED ADDENDUM)
containing _ 6150 acres, more of less. The bonus consideration paid for this lease is as follows

)
{
To the State of Texas: §ix Thousand, Ong Hundred Seven and 40/100
Dollars ($6,107.40 ) l
{
|
|

To the owner of the soll: Six Thousand, One Hundred Seven and 40/100
Doltars ($6,107.40 )

Total bonus consideration: Twelve Thousand. Two Hundred Fourteen and 80/100

Dollars (31221480 ) . .
LA LR LR ]
-
The total bonus it paid represents @ bonus of Thiee Hundred Twenty Flve and no/100's .
Dollars ($325.00 ) per acre, on 37 584 net acres |
- .
2. TERM. Subjed to the other provisions in this loase, this lease shall be for a term of _Five (5) years from this date (herein calied "primary ot
term”) and as long thereafter as oil and gas, of either of them, is produced in paying quantities from said land As used in this kase, the term “produced o
|nplmW'Mmmmmmuﬁwwwwﬁdwmfummmmdm
operational expenses for the six months last past . -oo.
LR ]
. »
- -
L
S |
|
|
|
. .
True and Correct

copy of
Original filed in
Reeves County
Clerks Office
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| 3. DELAY RENTALS. If no well is commenced on the leased premises on or bafors ona (1) year from this date, this lease shall terminate,
| uniess on or bafore such anniversary date Lessae shall pay or tender to the ownar of the soll or 1o his credit in the___ Address Shown For Lessor Above,
| ot

of its successors (which shall continue as the depository regardiess of changes in the ownarship of said land), the amount spacified balow; in addition,
Lassae shall pay or tender to the COMMISSIONER OF THE GENERAL LAND OFFICE OF THE STATE OF TEXAS, AT AUSTIN, TEXAS, a like sum on
of bafore said date Payments under this paragraph shall oparate as a rental and shall cover the privilege of deferring the commancement of a well for
one (1) year from said date Payments under this paragraph shall be in the following amounts

To the owner of the soil: Eighteen and 80/100

Dollars ($18.80 )
To tha State of Texas: Eighteen and 80/100
Dollars (§18.80 )
Total Delay Rentat: Thirty Seven and 60/100
Dollars ($37.60 ) {
In 8 like manner and upon like payments or tenders iy, the ! of 3 well may be further deferred for successive periods of one (1) '

year each during the primary term All payments or tenders of rental to the owner of the soll may bs made by check or sight draft of Lesses, or any
d assignes of this lease, and may be delivered on of before the rental paying date. If the bank designated in this paragraph (or its successor bank) should
cease to axist, suspend business, liquidate, faill or be succesded by another bank, or for any reason fall or refuse to accept rental, Lesses shall not be
held in default for fallure to make such payments or tenders of rental until thirty (30) days after the owner of tha soll shall deliver 1o Lesses a proper
recordable instrument naming another bank as agent lo recaive such payments or tanders.

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

(A) OIL. Royalty payable on ofl, which is defined as including all hydrocarbons produced in a liquid form at the mouth of the wall and also as
all condensate, distillate, and other liquid hydrocarbons recoverad from oll or gas run through a separator or other squipment, as hemsinafter provided,
shall be 1/4 part of the gross production of the market value thereof, st the option of the owner of the soil or the Cor » of the G |
Land Office, such value to be determined by 1) the highest posted price, plus premium, if any, offered or paid for oil, condensate, distillate, or other liquid
hydrocarbons, respactively, of a like type and gravity in tha general area whers produced and when run, of 2) the highast market price tharsof offered or
paid in the general arma where produced and when run, or 3) the gross proceeds of the sale thareof, whichever is the greater. Lessee agrees that before
any gas produced from the leasad premises is solkd, used or processed in a plant, it will be run free of cost to the royalty through an adequste ol
and gas separator of conventional type, or other equipmant at least as afficient, so that all liquid hydrocarbons recoverable from the gas by such means
will be recoverad. The requirement that such gas be run through a ator or other squip: may be waived, in writing, by the royalty owners upon
such terms and conditions as they prescribe

(8) NON PROCESSED GAS. Royalty on any gas (including flared gas), which Is defined as all hydrocarbons and g substances nol
dcﬁnoduonmlubpawm)mmndundﬁwmulmoﬂ“(lwummmmmnwuwhamu
the extraction of gasoline, liquid hydrocarbons or other products) shall be 1/4 part of the gross production of the markel value thereof, st the
option of the owner of the soil or the Commiask of the G | Land Office, such value to be basad 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 offerad to the producer, whichever is the greater,
provided that the maximum pressure base in measuring the gas under this lease shall not at any time excesd 14 85 pounds per square inch absolute,
and the standard base temparature shall be sixty (60) degrees Fahrenheit, correction to be made for pressure sccording to Boyle's Law, and for specific
gravity according to tests made by the Balance Method or by the most approved method of testing being usad by the industry at the time of testing

(C) PROCESSED GAS. Royalty on any gas processed in a gasoline plant or other plant for the recovery of pasoline or other liquid
hydrocarbons shall be 1/4 part of the residue gas and the liquid hydrocarbons extracted or the market value thereol, 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 atiributabls to gas produced from this lsase, and on fifty percent (50%), or that percent accruing to Lesses, whichever is the
greater, of the total plant production of iquid hydrocarbons aftributable to the gas produced from this lease, provided that if liquid hydrocarbons are . .
recoverad from gas processed in a plant in which Lasses (or ita parent, subsidiary or affiliate) owns an interest, then the percantage applicable 1o liquid :-an-o
hydrocarbons shall be fifty parcent (50%) or the highest parcent sccruing to & third party processing gas through such plant under a processing
agresment negotiated at arm's length (or If there is no such third party, the highest parcent then bemg specified in processing agreements of contracts in .
the industry), whichever |s the greater. The respective royalties on residue gas and on liquid hydrocarbons shall be determined by 1) tha highast market
price paid or offered for any gas (or liquid hydrocarbons) of comp le quality In the general area, or 2) the gross price paid or offered for such residue
gas (or the weighted average gross salling price for the respective grades of liquid hydrocarbons), whichever is the greater. in no event, howaver, shall
the royalties payable under this paragraph be less than the royalties which would have been due had the gas not been processed s @

(D) OTHER PRODUCTS. nmmmmmumm ducts produced or i d from gas (excepting lquid o
WM)MMQO.N “casinghead,” “dry,” or any other gas, by fractionating, bumning or any other processing shall be  1/4 __ part of the
gross prods of such prod or the market value thereol, at the option of the owner of the soll or the Commissioner of the Genemnl Land Office, ."0'.
such market value to be determinad as follows: 1) on the basis of tha highast marke! prica of sach product for the same manth in which such product s e
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

. »
-

L
5. MINIMUM ROYALTY. During any year after the expiration of the primary term of this leasa, if this lease i maintained by production, the

royalties paid under this lsasa in no event shall be less than an amount equal to the total annual delay rental herein provided, otharwise, thers shall be

due and payable on or bafore the last day of the month succeeding the anniversary date of this lease a sum aqual to the total annual rental less the

amount of royalties paid during tha preceding year. If Paragraph 3 of this lsase doas not specify a delay rental amount, then for the purposas of this

paragraph, the delay rental amount shall be one dollar ($1 00) per acre

True and Correct
copy of
Original filed in
Reaves County
Clerks Office
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6. ROYALTY IN KIND. Notwithstanding any other provision in this lsase, at any time of from time Lo time, the owner of the soll or the
Commissioner of the General Land Office may, al the option of efther, upon not less than sixty (60) days notice to the holder of the lease, require that the
mwmdmymy.ﬁumuhewwﬁmyﬂymmmhmnnﬂmm.mmdmwsammdhw
Land Offica’s right to take its royalty in kind shall not diminish or negate the owner of the soil's o the Commissioner of the General Land Office’s rights
or Lessee's obligations, whether express or implied, under this lease.

r.uouenucmu.wwunmmmmmtmmmmumummmn
mmdprnduuvg.m,m.m.m.m.mm.m.mmmud.mm
other products hereunder ready for sale or use. Lessee agrees 1o compute and pay royalties on the gross value received. including any reimbursemants
for severance taxes and production related costs.

8. PLANT FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as may represent this lease’s proportionate share of any fuel
used 10 process gas produced hereunder in any processing plant Notwithstanding any other provision of this lease, and subject to the written consent of
the owner of the soil and the Cor of the G | Land Office, Lesses may recycle gas for gas it purposes on the leased premises of for
mbnmmynuugnpmmmmuwmwmhmﬂmmmmnmmmmmm. |
no royalties shall be payable on the recycled gas until it is produced and sold of used by Lessee in @ manner which enlities the royalty owners (o & |
royalty under this lease |

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

Plymmtdmmmwmdduﬂn-mu-wmhmm_mhmnwhmm 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 d month ding the month of production, and royalty
mw-mmmumnmwmmmumu1mmdnmmmnmdm
wwmmnumm.wmmmwMhmwwmmwmwmm
mmmmmmmuudmwmwwmmuwamw.mm-muuw.
mammmwm.mmmmmpmm.wm.wnmm
mmumdmmmmwmm.m.ummqumwww.mmmmam
which the General Land Office may require to verify the gross production, disposition and market value. In all cases the authority of & manager or agent
10 act for the Lesses herein must be filed in the General Land Office. Each royalty payment shall be panied by @ check stub, schedule, SuUMMary
of other remitlance advice showing by the gned G | Land Office lease number the amount of royalty being paid on sach lease. If Lessee pays
nbmyalyonotwouumy(m;mnlhfmummmuﬁu.mmwuomdmmwrwmuuam.wmd\nvu )
nr.lﬂAmwmymwwhmmtw)mmmmlmu|Hdmtwmmummmunw.Inmm
wumly.mumm.wmm.-tu-mdIZ%pumﬂmmmiﬂbqnmmmanWlm(wjmmm
mmwwmmmnmhdmmMMnmmwmmmemeﬂmmm
which is effective on the date whan the affidavits or supporting documents were due. The Lessee shall bear all responsibility for paying of causing
royalties 1o be pakd as prescribed by the due date provided herein wdmmmwmmmwmwnsuhl
right of forfeiture as provided by law nor act to postpone the date on which royalties were orginally due The above penalty provisions shall not apply in
cases of title dispute as to the Stats's portion of the royalty of to that portion of the royalty in dispute as (o fair market value

10.mmm,ooumnmnomucom.u-—mmwwc«mauwwom
wnnhsmmmdﬂwwmmuh—ummummmwwmmmu
ummmwumwmmuwwmmwmmmm(munm |
MMummm.quMMmmmmwmmmmmm
mmmwmmmmmmummwm.mmmmmmumpmuuwm.
transportation, sake and marketing of the oll and gas produced on sai p ises, Including the books and sccounts, receipts and discharges of all wells,
mk.l.pooh.mluu.lndp&pdlnuMtlumhwwwm-mhmmemmmrdﬂw&mmundOl'l\a.Ihc |
Attormey General, the Governor, of the representative of any of them. |

(B) PERMITS, DRILLING RECORDS, Written notica of all operations on this lease shall be kted to the C LY of the G

I..mnOillubyLuu-uopotamﬂn(ﬁ)upmwudnu.m.m.mmummmdmyﬂw

wells. Such written notice 10 the General Land Office shall include copies of Railroad Commission forms for application 1o drill. Copies of well tests, |
mwwmmmummmwmmunmmmﬂnmuuwwm-mt:mmAn |
-pphm.W,Mwwmmmmuumwﬂmhh-ﬂmmuumwmmfuu
mmmmammwmmmmhmmmmm.m,mmmwm |
m.wwmmwmmwmamm.mmuummummmmwwm \
mmmm.'mmmwmwmmmmm—m.mm.mwm.um |
Wmummdmmm.mmuwwmwmm.nmmmw |
wpmvu-dlu.MMMmmmmWmewm.mmumdmwmw |
mwmdﬂ.dunﬁdﬂdmmmmmwallmmdwwdmwmmnlmm . .
General Land Office within fifteen (15) days after the making of said survey. ®

(C)mm.MMMammm.mwmmm“mmmmwummm
due mpuulyhrlnlm\gWquwmwmmMMMhMMhmmﬂﬁHMMmh
the General Land Office.

11. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, during the primary term hereof and prior to discovery and e %
mdwawmww,mmw-mhoham—m.utmnmmwmwwmw . e
actual production of ol of gas from the leased premises such production tharsaf shoukd cease from any cause, this lease shall not teminate f on of ’
muwdmm)mmmdmdwmmamumm.ummmu

rking op .wunwmhmmﬂdﬂqmﬂmhmmumhmm.l.oumgn-lulyurdm- |
mmmummgeo)cmpdum..mmumwm.ummduawnm”brmywﬂ. bene
| Lessee's rights shall remain in full force and effect without further operations until the exp of the primary term; and if Lessee has not resumed s
- - ®
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copy of
Original filed in
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production in paying quantities al the expiration of the primary term, Lessee may maintain this lease by conducting additional driling or reworking
operations pursuant to Paragraph 13, using the expiration of the primary term as the date of cessation of production under Paragraph 13. Should the first
well or any subsequent well drillsd on the sbove described land be complated as & shut-in ol or gas well within the primary term hereof, Lessee may
resume payment of the annual rental in the same manner as provided herain on or before the mntal 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 lsasa shall ipso facto terminate. If at the
expiration of the primary term or any time thereafter & shut-in oll or gas well is located on the leasad pramisas, paymants may be made in accordance
with the shut-in provisions hereof

12. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. If, at the sxpiration of the primary term, neither oll nor gas s baing |
produced on said land, but Lesses is then engaged in drilling or reworking operations thereon, this lease shall ramain in foroe so long as oparations on |
said well or for drilling or reworking of any additional walls are prosecuted in good faith and in workmaniike manner without interruptions totaling more :
than sixty (80) days during any one such operation, and if they result in the production of oil and/or gas, so long thereafier as oil and/or gas is produced
in paying quantities from said land, or payment of shut-in ofl or gas well royalties or compensatory royalties is made as provided in this lease.

13. CESSATION, DRILLING, AND REWORKING. If, after the expiration of the primary term, production of oll or gas from the leased
prnmhn,.ﬂ-rmuobmnod.mnmme.mmmalmMIMWmoMumm
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 workmaniike manner without interruptions totaling more than sixty (60) days. If such drilling or reworking oparations result in the production
of oll or gas, the lease shall main in full force and effect for so long as ofl 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
mmummwmaumu-aqm.mmwmmwmmmmmmumu
operations within sixty (60) days after the complation of the well as a dry hole, and this lease shall remain in affect 50 long as Lessee continues drilling or
reworking operations in good faith and in a workmaniike manner without interruptions totaling more than sixty (80) days. Lessee shall give writien notice
to the Ganeral Land Offica within thirty (30) days of any cessation of production.

14, SHUTAN ROYALTIES. For purposes of this paragraph, “well” means any well that has been assigned a well numbar by the state agency

Muuummmawd-mmmmmmu-mu«pwmmmw

double the annual rental provided in the lease, but not less than $1,200 s year for each well capable of producing ofl or gas in paying quantities If !
Paragraph 3 of this lease does not specify a delay rental amount, then for the purposes of this paragraph, the delay rental amount shafl be one doliar

($1.00) par acre. 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 afler

the Lesses ceases to produce oil or gas from the leased premises, or (3) 60 days afler Lessee completes a drilling or reworking operation In accordance {
with the lease provisions, whichever date is latest. Such payment shall be made one-hall (1/2) to the Commiasioner of the Genaral Land Office and one- |
half (1/2) to the owner of the soil. If tha shut-in oil or gas royalty is paid, the lease shall be idared 10 be a producing leasa and the payment shall |
extend the term of the leasa 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 ceasad, and, after that, if no sultable production faciities or suitable markst for the oil or gas exists, Lessse may extend the lease for four

more successive periods of one (1) yesr by paying the same amount ssch year on or bafore the expiration of aech shut-in year

15. COMPENSATORY ROYALTIES. . during the period the lease is kept in sffect by payment of the shut-in ofl or gas royalty, oll or gas is
sold and delivered in paying quantities from a well located within one thousand (1,000) feet of the leased premises and completad in the same producing
m.rvon,uhmmmmmum.mmmmuwmh—wmmmuupmm“,m
the lease shall remain effective for the remainder of the year for which tha royalty has been paid. The Lessee may maintain the leasa for four more
successive years by Lesses 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 compileted in the same producing reservoir and within one thousand (1,000) feet of the leased premises. The compensatory
rwllryhtnuplldmomm.mo-hﬂl’(m)wmmdhwwmmmﬂﬂmuhmdhwﬂ.Wmu {
befors 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
mpmdudngmurvo«nndloummhmmounndu.nﬂmhqdﬂuhu-dm.ﬂhwmm»dm-w124nmmwbd
is an amount less than the annual shul-in oil or gas royalty, Lessee shall pay an amount equal to the differance within thirty (30) days from the end of the
12-month pariod. Compensatory royalty payments which are not timely paid will accrue penalty and interest in accordance with Paragraph 8 of this
leasa. None of these provisions will relieve Lassee of the obligation of reasonable development nor the obligation to drill offset wells as provided in
Texas Natural Resources Code 52 173 howsver, at the determination of the Commissionar, and with the Commissioner’'s written approval, the payment
of compensatory royalties can satisfy the obligation to drill offset wells

16. RETAINED ACREAGE. Notwithstanding any provision of this lease to the contrary, after a well producing or capable of producing ol or
gas has been completad on the leasad pramises, Leassa shall sxercise the diligence of & ressonably prudent operator in drilling such additional well or
wells as may be reasonably necessary for the proper developmant of the leased premises and in marketing the production thereon.

(A) VERTIGAL. In the avent 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
wmﬁwﬂmdw&ﬂmhmm(wm.muan—m-mhhw14hﬂlof).orlm
uponwhld\MhmwhWMwmmm,m(?)wmummhomwm
mehTmNmrﬁMmcwouisl-u‘M.a(!)lﬂMabquﬂlothMhm
mrpc-m.pmuonmmmmmmmmmmmdmwmdmm,umm
agency, or other governmaental authority having jurisdiction if st any time after the effective date of the partial termination provisions hereof, the
mphbhhhmhlnWchﬂamwmmeummhMMwuﬂMwmm
production purposes, this leasa shall thereupon terminate as to all acreage not thereafler allocated to said well or wells for production purposes.
mmmmdmnm-b-wdmmmw.wmmmmmmmdw
quummmmwmmmuumwu»w1w.wmmmmu
mm.-mm-mm-mmm.wmmummmbdhhw1wmmum').br

acoess 10 and from the retained lands and for the gathering or transportation of oil, gas and other minerals produced from the ined lands.
(8) HORIZONTAL. In the event this lease is in foros and effect two (2) years after the expiration date of the primary or extended term i shall
further terminate as to all deptha balow 100 feat balow the total depth drilled (hereinafier “deeper depths”) in each well located on acreage retained in
-
T o
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Paragraph 16 (A) above, uniess on or before two (2) years after the primary or extended tenm Lesses pays an amount equal to one-half (1/2) of the
bonus onginally paid us consideration for this lease (as specified on page 1 hereof). if such amount |s paid, this lease shall be in force and effect as lo
such desper deplths, and said termination shall be delayed for an additional period of two (2) years and 8o long thereafter as oil or gas Is produced in
paying quantities from such deeper depths covered by this lease.

(cpummmmrm.mmmmm-umum.um-munmma.
square with the well located in the center thereof, or such other shape as may be app d by the Comimissi of the G I Land Office. Within
thirty (30) days after partial tarmination of this lease as provided herein, Lessee shall execute and record a release o releases containing & satisfactory
legal description of the acreage and/or depths not d h der, The release, or @ cartified 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 o refuses
to exscute and record such release or releases within ninaty (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 1o be released hereunder and record such
mmmaunm'.mnmmwmmwmummhmmm¢wmmmwm
designation shall be binding upon Lessee for all purposes

17. OFFSET WELLS. Neither the bonus, delay rentals, nor royalties paid, or 10 be paid, under this lease shall relieve Lessee of his obligation
to protect the oil and gas under the above-described land from being d Lesses, subk i of other agent in control of the leased
mumﬂmummnhuwhmmmmwmmmmmhnm“wywwwmwd
odu\ﬂgummhuldpcm‘mm.lﬂmmwmummhmmmt,@h‘dmuﬂm
onnlnycmmr-lhchludpfmhmmwpmdm:!olugu,mm.m.mummmmﬂdlm
blwwwlmmhmMmWMdswﬂmMupmmwamloompanwmoonmuuunhorlh
muo«mmm1,muumhmmmmmmqmmmmwmmmm
anmuMﬂumyoMMmymmmmwmdmmhmmmmfcrhluu Only upon the detarmination

of the C of the G | Land Office and with his written approval may the payment of compensatory royalty under applicable statutory
par satisfy the oblig to drill an offsst well or wells required under this paragraph
18. FORCE MAJEURE. If, after a good faith effor, Lessee s prevented from complying with any exp of of this leass,

mmm-gammmumm.ammdummmmmmmuw.m.m
m.mdsod‘mmvmm.mummumm,mmuwmm.Lmu'umwmwmm
mmmmwmmmnmmwwwuwmmm.m.mmmu
axtended while Lessee is prevented, by any such cause, from conducting drilling and reworking operali or from producing oil or gas from the leased
pmnh-.Houm.nommgnmnwmmwmwdmmmmwwmmmmmmmm
in the absence of such drilling or reworking operations or production of oil of gas.

19. WARRANTY CLAUSE. The owner of the soll warrants and agrees to defend tithe o the leased premises If the owner of the soil defaults
inpayrmnbuuuonlhoWmm-.mmmmmmmdhmdhﬂhmwmmmmm.
taxes of other liens on the leased premi If Lessee makes payments on behalf of the owner of the soil under this paragraph, Lessee may recover the
cost of these payments from the rental and royalties due the owner of the soll

zﬂ.(A)PRWATEREWCI.AU!E.HMWHWMunuhummu-mnunmmnmmnwm
uuamm.wmuucommucm‘-munhmw.mwmmmmmmpmmwbopwmmmdmwshd

be paid 1o him in the proportion which his in 1 bears 10 the entire undivided surface estate and the royalties and rental herein provided o be paid to
the C of the G | Land Office of the State of Texas shall be likewise proportionately reduced. However, before Lessee adjusts the
royalty or rental due to the Cc of the G | Land Office, Lesses of his authorized representative must subma 1o the Commissioner of the

Mmmammmmmmmmwwmmmmwumm
wwmmdwm.Tmmdmwmmmumwmunmmmmmym
mmruommubynhm.mmwmwmwmwmmwm.nmmm
mmumwwmmhuawmmmmmwnmmmm-m-nmmu
than the value of one-sineenth (1/16) of such gross production

(B]Rﬂ:mcnouorrn\'nlm.l.dmmmm.-mummmwm.mnmmmmm
uapoohdwwmmwwmwmmmmmdmmmmmwmwm
52.151-52.154.wl.uwm“thhMWthw,m“wnmﬂwdn—mnw
amount described herein, payments that are made on a per acre basis h der shall be reduced according to the ber of acres pooled, rek d
surrendered, or otherwise d, 80 thal payments determi d on @& per acre basis under the terms of this lease during the primary term shall be
MmﬁwmwdmmmWdlmmm.udﬂwwdhmm.mwu!aa-
actually retained and covered by this lease.

!1.US!OFWAT!R.LMMmhmmmwmndmmmmmmmmmomm
mmumdmmdhw;wm.m.mmmmmmwmmmmumwm
for waterflood operations without the prior consent of the owner of the soil.

22. AUTHORIZED DAMAGES. Lassee shall pay the ownar of the soll for 8y d by its op 1o all pe | property,
improvements, livestock and crops on said land.

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

M.WELI..LDCA'I’MLHT.mﬁMhmmMMW(M)buwmmwmnoumuhmm
the written consent of the owner of the soll

ZI.FOI..LUTION.lnmuﬁm.”“mhwmumnnmmmmw.\Mhoul
limiting the ing, poliuti dmm.mw.mwmmmumuyumum

mm;npmw.mummmm.mwmum.mm_dmunmw

~=~._ True and Correct
A8 copy of
' ')+«  Original filed in

\ j Reeves County
— Clerks Office
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r all d hyd *-—ammmw:mummuummmmmm.mmmm
munumm-mmoium.m.mwwmwmmm»ummwmm,wmm;mm
mmmmmmofnnym«m.Luuumluumm.ngmm-mmnwmmwmmmdnm
thereon. Lessee shall, while conducting operations on the leased premises, keep said premises free of all rubbish, cans, botties, paper cups or garbage,
tnduomurwhﬁmdowﬂmshllmm-mthhumhmmmmnhm‘Tmm
equipmant will ba kept painted and presantable

26. REMOVAL OF EQUIPMENT. Subject to limitations in this paragraph, Lessse shall have the right to remove machinery and fixtures placed
by Lessae on the leased premises, including the right to draw and remove casing, within one hundred twenty (120) days afler the expiration or the
mdmthmdhﬂmeuWMMﬂD-ﬂvm.w.wmmmmm
any well capable of producing ofl and gas in paying quantities. Additionally, Lessse may not draw and remove casing until after thirty (30) days written
notice to the Commissioner of the General Land Offica and to the owner of the soil The owner of tha soll shall bacoma the owner of any machinary,
fixtures, or casing which are not timely removed by Lessee under the terms of this paragraph

zr.mmmsm.mmmmmmmmmndmm.mmnmmdm
pcnyhlhhbnumwbomw,hwhohurinM.nmmmmdm-m-tﬂmmwbobhdhmnmmm.m.m
Mm.mmm,m.-maMnmumw.m.umwmmmmd
L-uoo.dinhbhmrighh,wmmdm.wmmmdlﬁwmwwumumdm
act performed by Lessee. And no change or division in ownership of the land, rentals, or roysities shall bind Lesses for any purpose until thirty (30) days
after the owner of the soil (or his heirs, devisees, legal representatives or asaigns) fumnishes the Lessee with satisfactory written svidence of the change
hmmm.mmmlmmdm(aumwdmmmmmwmun
m-mym.Amummdmmm,mmmamwm.mmmmuuw
oblgmmmhb.u.IIINImnwnnm-mwmumm.NMMWhmthm
#sb the | owners ,.mmnmmum.mmwmumdv-nhmmmumw“mm
lhhlamonnnpmufmbndupmwhld\mmrum.uﬂrmmum;m.lnm«mmmhnm
mwofwa-mmmmwmo«ummwmmm.mmmwmummmmmw
due under Paragraph 3. Emmmnumnbuwmuumm.nm.m.mma—dummmm
original lesses or any prior assignes of the lease, including any liabilities to the State for unpaid royafties.

¢u1nsnnmwwmn.mmmmmmmwzrm.w-mofmmmmmmmu-um
part by assignment without the prior written app of the Commisak of the General Land Offica, this lease is void as of the time of assignmaent and
mwmdmmmyuwwmw.mmuummdunmmummdnuwn
assignes is.

(1) a nominee of the awner of the soll,

(2)lMUMhMMWdNﬂhUMWMthUMlMUM

(S)UMHMMWdumhlmuhnmdMIM.

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

(5) @ partner of employee in a partnership which is the owner of the soll,

(6) a fiduciary for the owner of the soil, including but not limited to & guardian, trustee, it ivar, or consarvator for the

cwnear of the soll, or

mlfwnlywaﬂumdmwlorwhhmdhwlbymm,bbnd.orodootm‘

28. RELEASES. Under the conditions contained in this paragraph and Paragraph 29, Lesses may al any time exacute and deliver to the
owner of the soil and place of record a releasa or releasas covering any portion or portions of the leased premises, and thereby surender this lease as
lowdﬂporﬂonurpoﬂm.thMddWMubmm.nmmdehmwmﬂ
u-mmmmmmmmnummummummmummmm_mmmm
mcmwmmww.W.wmnmmmdmmmmmwmumwmh
surrander of such acreage

20. FILING OF ASSIGNMENTS AND RELEASES. If all or any part of this loass is aasigned or rek d, such assignment or rek must be
nm-dmmmtymmmnmum.wmmhmm.u-mumwmmmmwmmdm
cournymwma\tmmmmunmmw.muummmmummmmmmmummm«dwm
prescribed fling fee Hmmwhuwm‘mwmmmnwmummmnmuwdm
Commissioner of the General Land Office.

30. DISCLOSURE CLAUSE. All provisions pertaining to the lease of the above-described land have been included in this instrument,
mwmmmmun-mmmuuuummaumwmmwmdmm.mm
agreaments ning the lop Adummmuwmnunmmmummuh-m.

11, FIDUCIARY DUTY. The owner of the soil owes the State a fiduciary duty and must fully disciose any facts affecting the State's interest in
the leasad pramises wh-nn-cmmuumomofmwmmmdwm,hmdmnﬂimmmmmu
interasts bafore his parsonal interests

Jz.FORFEI'I’URE.HLthﬂuMbmn\amdmymmmmmnmm.mlmu-n
-uthmh.dm-hmndhomwmnowmmufmmmmmmdm.ofllt,-nihllhilunﬂucbdlﬂm
oﬂulwollnruluhgoodhlhnnquhdbybwmdﬂumhsnﬁmmmdbymmwdmwumm.otlI'Lmu
-nwummmnmmMWWmemnuwmmmmmmmmwm.ww
Land Board, of the Railroad Commission, or if Lessee should refuse the proper authority to the rds pertaining to operations, or if Lessee or
lnmmmlWMuMhWWMthM.UkWMUMMWMW
undom-wmamm.unummumwmmdhmwamm.ulmu--mwwm
wummmhwwmuwwn.hmmmmb—muwmmwm
Cormiuhnor.WMMWMMMMdNMMMIM.WMWMWMMM
mmmmmmdhmmw.mwmuwh‘u iving the ic termination of this
lsase by operation of law or by reason of any special limitation arising hereunder Forfeitures may be set aside and this lease and all rights thamunder

——— i

True and Correct

£) copy of
\ Original filed In
-/ Reeves County
Clerks Office
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reinstated bafore the rights of another Intervene upon satisfactory evidence o the Commi of the G | 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.

33, LIEN. In accordance with Texas Natural Resources Code 52.138, the State shall have a first lien upon all odl and gas produced from the
area coverad 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 Texas Natural Resources Code 52,136 and any other applicable statutory lien, an
express contractual llen on and security interest in all leased minerals in and extracted from the leased premises, all proceeds which may accrue 1o
Lessee from the sale of such leasad minerals, whather such proceeds are heid Dy Lessse or by a third party, and all fitures on and improvements 10 the
leased premises used in connection with the production of processing of such leased minerals in order to secure the payment of all royalties or other
amounts due or 10 bacome due under this lease and 1o 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, whather express or implied This len and security interest may be foreciosed with or without count proceedings in
the manner provided in the Title 1, Chap. @ of the Texas Business and Commerce Code. Lessee agrees thal the Commissioner may require Lessee 10
execute and record such instruments as may be bly y to fedge, attach or perfect this ken. Lessee hereby represents that there
are no prior of superior llens arising from and relating to Lessee’s activities the above-described property or from Lessee’s acquisition of this lease
Should the Comimissiones al any time determine that this representation is not true, then the Commissioner may declare this lease forfeited as provided
herein

34. POOLING. Lessee is hereby granted the rght 1o pool or unitize the royalty interest of the owner of the soi under this lease with any other
leasehold or mineral interest for the exploration, development and production of oll or gas or either of them upon the same lenms as shall be approved
by the School Land Board and the Commissioner of the General Land Office for the poaling or g of the of the State under this lease
pursuant to Texas Natural Resources Code 52 151-52. 154, The owner of the soil agrees that the inclusion of this provision in this lease satisfies the
axecution requirements stated in Texas Natural Resources Code 52152,

36, INDEMNITY. Lessee hereby releases and discharges the State of Texas and the owner of the soll, their officers, employees, panners,
m,mmam.mmm,gm.mm,mmmmmw,dmkmwmmymmwdm
dmwum,mmm,mmm.mmmumnmm.mmmm.-nuuu-na
expensas which are caused by the activites of Lessee, its officers, employees, and agents ansing out of, Incidental to, of resulting from, the operations
dumwmhmmm.orm-tmlymmdummmm‘lmdmydwmup«mamh
Apunm.m.mwmydmmwuluwymmmmum.Fm.memmmhmm.m.mﬂ.
detend and hold harmiess the State of Texas and the owner of the soil, their officers, empioyees and agents, their SUCCBSSOS Of RSBYNS, BGAINS any
and all claims, iabiliies, losses, damages, actions, personal injury (including death), costs and expenses, of other hamm for which recovery of damages
-mm.nnaumymmymmmmamm.mnmmn'bummmw‘mmww
environmental hazards, on the leased premises of in any way related to Lessee’s faillure to comply with any and all envirconmental laws; those arsing
Immnrin-nymrohhﬂloLm’nmummdu“'tmmwbndm.mmmm'lmdw
surtace of the leased premises; and those that may arise out of or be occasioned by Lessee's breach of any of the tenms or provisions of this Agreement
mmymmmmum,um,m.m-.m.m.m.mm.w.m.wm
respective successors and assigns. Each assignes of this Ag nt, of an int therein, ag 10 be liable for, exonerate, indemnify, defend and
hold hanmiess the State of Texas and the owner of the soil, their officers, employees, and agents in the same manner provided above in Connection with
the activities of Lessee, its officers, employees, and agents as described above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF
THE INDEMNITY OBLIGATIONS ANDIOR LIABILITIES ASSUMED UNDER THE TERMS OF THIS AGREEMENT SHALL BE WITHOUT LIMITS AND
WITHOUT REGARD TO THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXISTING CONDITIONS), STRICT LIABILITY, OR THE
NEGLIGENCE OF ANY PARTY OR PARTIES (INCLUDING THE NEGLIGENCE OF THE INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE
BE SOLE, JOINT, CONCURRENT, ACTIVE, OR PASSIVE.

36. ENVIRONMENTAL HAZARDS. Lessee shall use the highest degree of care and all reasonable safeguards o prevent contamination or
m&mdmymﬁmumm.WW.WM.W.W.Mmm«Mnm.leUW
other environmental medium In, on, or under, the leased premises, by any waste, poliutant, or contaminant. Lessee shall not bring or permit to remain on
the d p any asbestos conlaining materals, explosives toxc materials of substances regulated as o wastes, h us materials
hazardous substances (as the term "Hazardous Substance” is defined in the Comprehensive Environmental Response, Compensation and Liability Act
(CERCLA), 42 USC S-diommi,uuq).ammmmym.m.wwwummtmm'}.mﬂ
ordinary products commonly used in connection with oil and gas exploration and development operations and stored in the usual manner and quantibes
LESSEE'S VIOLATION OF THE FOREGOING PROMIBITION SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND
I.E!SEEMW.NMMDDEFMMHATEDFMANDTHEMOFMMFROHMDAOMT
ANY CLAIMS, DAMAGES, JUDGMENTS, PENALTIES, LIABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS' FEES AND COURT
COSTS) CAUSED BY OR ARISING OUT OF (1) A VIOLATION OF THE FOREGOING PROMIBITION OR (2) THE PRESENCE, RELEASE, OR
DISPOSAL OF ANY HAZARDOUS MATERIALS ON, UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OR
CONTROL OF THE LEASED PREMISES. LESSEE SHALL CLEAN UP, REMOVE, REMEDY AND REPAIR ANY SOIL OR GROUND WATER
CONTAMINATION AND DAMAGE CAUSED BY THE PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER, OR ABOUT
THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITH THE REQUIREMENTS OF
APPLICABLE LAW. THIS INDEMNIFICATION AND ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE
ACTIONS UNDERTAKEN PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IMMEDIATELY
GIVE THE STATE OF TEXAS AND THE OWNER OF THE SOIL WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS
PARAGRAPH.UPONLEAHNNODFMMMWMYWHWORWWAWMEFWM
GOVERNMENTAL AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES, THE OBLIGATIONS
OF LESSEE HEREUNDER SHALL SURVIVE THE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF THIS AGREEMENT.

37. APPLICABLE LAW. This lease is issued under the provisions of Texas Natural Resources Code 52.171 through 52.180, commonly
umnhmmmmwmmmm.mummmmmmmmum
statutes, the statutes will prevail over any nonconforming lease provisions.

True and Correct
copy of
Original filed in
Reeves County
Clerks Office
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This lease is nol effective until a certified copy of this lease (which is made from
nce with Texas Natural Resources Code 52.183. Additionally, this lease shall not be upon the State unless it recites the actual and
true consideration paid or promised for execution of this lease. The bonus due the State

; By: Bruce W. Hunt, President

p |

Due_ [//2-07 = ()Jﬂ/ﬂ'
[

STATE OF TEXAS '

: By 4R/ &«%‘4 M
] IMwhm. of Texas i
Jane Covington Drake

ot 10- 2307 |

STATE OF TEXAS (CORPORATE ACKNOWLEDGMENT)
COUNTY OF DALLAS

BEFORE ME, the undersigned authority, on this day personally appeared Byuce W- [dunt  known to me to be the person whose name is

subscribed to the foregoing instruments as i of Petro-Hunt LL.C.  and acknowledged to me that he axecuted the same for the purposes and
mmmmmmu.hnmmmﬁ‘m{-n-mmu«dmm.cohPu.\{, \
Given under my hand and seal ofoficatly thesl X 0y of A oy R embuy, 2007 |
Y LR |
[5:8 4% -.0)!
H ! ol
1 : t*. Notary Public in and for STATE of TEXAS
LA % ¥ i
. - -
oy | sesene
\Q;u -
- .
T INDIVIDUAL AC
STATE OF EXAj’_ é { KNOWLEDGMENT)
COUNTY OF __/ O & REEY _ s »
L -
BEFORE ME, the undersigned authority, on this day personally appeared Jane Covington Drake known to me to be the person whose name is subscribed to . &
the foregoing instrument, and acknowledged to me that she executed the same for the purposes and consideration therein expressed. Given under my hand | .
and seal of office this thec’d_day of 2007 . esse

WY BGm, THOMAS P. LOVELL, I
) * A Notary Public
*7 o STATE OF TEXAS
25 My Commission
Expires 07/11/3 u

MAUNNEBENBOEGSERERUEEDY

/Z oy -

Notary Public in and for STATE of TEXAS

s33888sac

_—_  True and Correct
A ED copy of

Qriginal filed in

Reeves County
Clerks Office
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TO OIL AND GAS LEASE DATED August 20th, 2007 FROM THE STATE OF TEXAS, ACTING BY AND
‘ THROUGH ITS AGENT, Jane Covington Drake, AS LESSOR, and Petro-Hunt L.L.C., AS LESSEE;
|
‘ ADDITIONAL PROVISIONS OF LEASE
Notwithstanding anything to the contrary in the foregoing Oil & Gas Lease, it is agreed and understood as follows, to
wit:
A. Amended Delay Rental Provision:
*As 10 any rentals that may be paid on or before the 1%, 2* and 4™ anniversary date, the total rental shall be payable in
the amount of $37.60, being $1.00 per net mineral acre. |
: **Except that if delay rentals are paid on or before the 3 anniversary date, the total rental shall be payable in the
amount of $12,214 .80, being $325.00 per net mineral acre. |
E
]
- .
ahassw
-
.
|
- L]
e
; .
ssns
ssee
as
- “ . LI
r ST PHUNTSION HEREM WHECH RUNTIONTS [HE SALE, EAL 1
OR USE O THE DESCRIBED REAL PROPERTY BECAUSE (F COLDR
OF RACE IS UNWALID AMD LW NFORCE ABLUE UMOER FEDERAL
L
FILER 4761
FILED PoR REcomp oN TiE 21ST  pay or  NOVEMBER A.p. 2007 10:07 A.n,
DULY RECORDED ON THE 28TH DAY OF NOVEMBER A.D. 2007 8:00 A.m.
s UL XY 2 © DEPUTY DIANNE 0. FLOREZ, COUNTY CLERK
REEVES COUNTY, TEXAS

True and Correct
copy of
7 )=]  Original filed in
e—7/ HReeves County
i 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 5};%5

pace. 335 nen AT * "'V(fi’r‘clg'l'uc”"?{{ggggﬁklc

| hereby certified on 1 1/ 30]2007 -

7% DIANNE 0. FLOREZ, COUNTY CLERK
£ w :
- UTY
g E . ———
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FILE#1 53

General Land Office PAID-UP
Relinquishment Act Lease Form
Revised, September 1997

EO l OF 'l‘(DEENTIALITFY F’!_'IGT:TOS ol |§OU ARE A PLSLU%%'% i%séoph s¥gu ﬁ
R S BB R AECOER N s ALLESHY

Austin, Wexas
fﬁtt v‘ - -
L AND GAS L E

THIS AGREEMENT is made and entered into this__Gth day of

2007, between the State of Texas, acting
by and through its agent,

of ___ 1400 11™ Street, Wichita Falls, Texas 76301
(Give Permanant Address)

said agent herein referred to as the owner of the soil (whether one or more), and Petro-Hunt, LLC

of_1601 Eim Street, Suite 3400, Dallas, Texas 75201-7201 hereinafter called Lessee
(Give Permanent Address)

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

SECTION 42, BLOCK 58, PSL SURVEY

g _615.1 acres, more or less. The bonus consideration paid for this lease is as follows
To the State of Texas: Four Thousand Six Hundred Fourteen_and No/100
Dollars ($4, 614.00)
L To the owner of the soil: Four Thousand Six Hundred Fourteen and No/100
e 08 Dollars (34, 614,00}

Total bonus consideration: _Nine Thousand Two

LRl -
*e Cun The total bonus consideration paid represants a bonus of _Three Hundred and No/100
.-n. : Dollars ($300.00 ) per acre, on 30.76 net acres
- .e
. 2. TERM. Subjed to the other provisions In this lease, this lease shall be for a term of _Three (3) years from

this date (herein called “primary term”) and as long thereafter as oll and gas, or either of them, is produced in paying quantities from said land.  As used

.....: in this lease, the term “produced in paying quantities” means that the receipts from the sale or other authorized commercial use of the substance(s)
- -
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covered exceed out of pocket operational expenses for the six months last past.

3. DELAY RENTALS. If no well is commenced on the leased premises on or before one (1) year from this date, this lease shall terminate,
unless on or before such anniversary date Lessee shall pay or tender to the owner of the soll or lo his credit in the This is a Paii Up Lease.
Bank, at
of its successors (which shall continue as the depository regardiess of changes in the ownership of said land), the amount specified below, lnadomm
Lessee shall pay or tender to the COMMISSIONER OF THE GENERAL LAND OFFICE OF THE STATE OF TEXAS, AT AUSTIN, TEXAS, a like sum on
or before said date. Payments under this paragraph shall operate as a rental and shall cover the privilege of deferring the commencement of a well for
one (1) year from said date. Payments under this paragraph shall be in the following amounts:
To the owner of the soit. _ Fifteen Dollars and 38/100
Dollars (31538 )
To the State of Texas: ___ Fifteen Doflars and 38/100
Dollars (31538 = )
Total Delay Rental Thirty Ooflars and 76/100
Dollars ($_30.76 )

In a like manner and upon like payments or lenders annually, the commencement of a well may be further deferred for successive perods of one (1)
year each during the primary term. All payments or tenders of rental to the owner of the soil may be made by check or sight draft of Lessee, or any
assignee of this lease, and may be delivered on or before the rental paying date If the bank designated in this paragraph (or its successor bank) shouid
cease o exist, suspend business, liquidate, fail or be succeeded by another bank, or for any reason fall or refuse lo accept rental, Lessee shall not be
held in default for failure lo make such payments or tenders of rental until thirty (30) days after the owner of the soil shall deliver to Lessee a proper
recordable instrument naming another bank as agent lo receive such payments or lenders,

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

(A) OIL. Royaity payable on oil, which is defined as including all hydrocarbons produced in a liquid form at the mouth of the well and also
as all condensate, distillate, and other liquid hydrocarbons recovered from ol or gas run through a separator or other equip . as hereinafter provided,
shall be 1/4 __ part of the gross production or the markel value th {, at the option of the owner of the soil or the Commissioner of the General Land
Office, such value to be determined by 1) the highest posted price, plus premium, if any, offered or paid for oil, condensate, distillate, or other iquid
hydrocarbons, respectively, of a like type and gravity in the general area where produced and when run, or 2) the highest market pnce thereof offered or
pad in the general area where produced and when run, or 3) the gross proceeds of the sale thereof, whichever is the greater Lessee agrees (hal before
any gas produced from the leased premises is sold, used or processed in a plant, it will be run free of cost to the royalty owners through an adequate od
and gas separator of conventional type, or other equipment at least as efficient, so that all iquid hydrocarbons recoverable from the gas by such means
will be recovered. The requirement that such gas be run through a separator of other equipment may be waived, in writing, by the royalty owners upon
such terms and conditions as they prescribe

(B) NON PROCESSED GAS. Royalty on any gas (including flared gas), which is defined as all hydrocarbons and gaseous substances
not defined as oil in subparagraph (A) above, produced from any well on said land (except as provided herein with respect lo gas processed in a plant
for the extraction of gasoline, liquid hydrocarbons or other products) shall be 1/4 part of the gross production of the markel 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, of the gross price paid or offered to the producer, whichever is the greater,
provided that the maximum pressure base in measuring the gas under this lease shall not at any time exceed 14 65 pounds per square inch absolute,
and the standard base temperature shall be sixty (60) degrees Fahrenheit, correction to be made for pressure according to Boyle's Law, and for specific
gmuy-mmumgtommwmsmmwnmmwwmwmdmmmwmmmummmum

(C) PROCESSED GAS. Royalty on any gas processed in a gasoline plant or other plant for the recovery of gasoline or other liquid
hydrocarbons shall be 1/4 part of the residue gas and the liquid hydrocarbons extracted or the market value thereof, al the option of the owner
of the soil or the Commussioner of the General Land Office. Al royalties due herein shall be based on one hundred percent (100%) of the lotal plant
production of resiiue gas attributable to gas produced from this kease, and on fifty percent (50%), or that percent accruing o Lessee, whichever is the
greater, of the total plant production of liquid hydrocarbons altributable to the gas produced from this lease, provided that if iquid hydrocarbons are
recovered from gas processed in a plant in which Lessee (or its parent, subsidiary or affiliate) owns an interesl, then the percentage applicable to liquid
hydrocarbons shall be filty percent (50%) or the highest percent accruing 1o a third party processing gas through such plant under a processing
agreement negotiated at am's kength (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 payabie under this paragraph be less than the royalties which would have been due had the gas not been processed

(D) OTHER PRODUCTS., Royalty on carbon black, sulphur or any other products p d or manufactured from gas ( pting bquid
hydrocarbons) whether said gas be “casinghead,” “dry,” or any other gas, by fractionating, burning or any other pr g shall be 1/4 part of
the gross production of such products, or the market value thereof, al the option of the owner of the soil or the Commissioner of the General Land Office,
such market value 1o be determined as follows: 1) on the basis of the highest market price of each product for the same month in which such product is
produced, or 2) on the basis of the average gross sale price of each product for the same month in which such products are produced, whichever is the
greater.

5. MINIMUM ROYALTY. During any year after the expiration of the primary term of this lease, if this lease is maintained by production, the
royalties paid under this lease in no event shall be less than an amount equal 1o the total annual delay rental herein provided; otherwise, there shall be
due and payable on or before the last day of the month ding the y date of this lease a sum equal to the lotal annual rental less the
amount of royalties paid during the preceding year. npwammmmmm-nﬂymlmmmmmdlm
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paragraph, the delay rental amount shall be one dollar ($1 00) per acre

6. ROYALTY IN KIND. Notwithstanding any other provision in this lease, at any time ot from time 1o ime, the owner of the soil or the ——
Commissioner of the General Land Office may, al the option of ether, upon nol less than sixty (60) days notice to the holder of the lease, require that the
payment of any royalties accruing to such royalty owner under this lease be made in kind. The owner of the soil's or the Commissioner of the General
Land Office’s nght 1o take its royalty in kind shall not diminmsh or negate the owner of the soil's or the Commissioner of the General Land Office’s rights
or Lessea's ns, wheth P or implied, under this lease

1.HODEDUCTIONS.Lesmwmnmmanesmmgmmnhm(ummmmnkind)-mllnumhomooﬂudmbr
the cost of producing, gathering, storing, separating, treating, dehydrating, compressing, p ing, transporting, and otherwise making the oll, gas and
other products hereunder ready for sale or use Lessee agrees to compute and pay royalties on the value received, including any reimbursements
for severance taxes and production related costs

8. PLANT FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as may represent this lease's proportionate share of any fuel
used to process gas produced hereunder in any processing plant Notwithstanding any other provision of this lease, and subject to the written consent of
the owner of the soil and the Commissioner of the G | Land Office, Lessee may recycle gas for gas lift purposes on the leased premises or for
wmmwﬂummmmmmwmnmmmu!fnhuuhwmmmhmwhmmraﬂmed;
no royalties shall be payable on the recycled gas until it is produced and sold or used by Lessee in a manner which entities the royalty owners 1o &
royalty under this lease

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

Payment of royalty on production of oil and gas shall be as provided in the rules set forth in the Texas Register Rules currently provide that royalty on od
is due and must be received in the General Land Office on or before the 5th day of the d month ding the month of production, and royalty
mwummmwmmmmwummonmw-mlmmydmmmmmmmmm,
manbdbylulﬂ\dwldmm.mamumrmmw.mwmmmmm-mmwmGammll,and()ﬂim
lm:llhmnanvmmmc&mdﬂdnndonpmdueodmdﬂumuhdwhndnnoimw.mhﬂm-mdanm.
records of 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 1o verify the gross production, disposition and market value. In all cases the authority of a manager or agent
1o act for the Lessee herein must be filed in the General Land Office Each royalty payment shall be accompanied by a check stub, schedule, surmmary
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 interes! will begin to accrue when the royalty is sidy (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 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 forfefture 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 1o the State's portion of the royalty o to that portion of the royalty in dispute as to fair market value

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually furnish the Commissi of the Ge | Land Office , —

with its best possible estimate of oll and gas reserves underlying this lease or allocable to this lease and shall furnish said Commissioner with coples of
all contracts under which gas is sold or processed and all subsequent agreements and amendments to such contracts within thirty (30) days after
entering Into or making such contracts, agreements or amendments, Such contracts and agreements when received by the General Land Office shall be
held in confidence by the General Land Office unless otherwise authorized by Lessee. All other contracts and records pertaining to the production,
tr-mponm.unmnmmofhoumdwmwmmm.wmmmmmm.m-mmmdanm,
mn,poou,m,mmmnummmmmmmmhmummwm‘m
Attorney General, the Governor, or the representative of any of them.

(B) PERMITS, DRILLING RECORDS. Written notice of all operations on this lease shall be submitted lo the Commissioner of the
General Land Office by Lessee or operator five (5) days before spud date, workover, re-entry, temporary abandonment or plug and abandonment of any
well or wells. Such written notice to the General Land Office shall include copies of Railroad Commission forms for application to drill. Copies of well
tests, completion reports and plugging reports shall be supplied to the General Land Office at the time they are filed with the Texas Railroad
Commission. All applications, permits, reports or other filings that reference this lease or any specific well on the leased premises and that are submitted
to the Texas Railroad Commission of any other govermnmental agency shall include the word “State” in the title. Additionally, in accordance with Rallroad |
Commission rules, any signage on the leased premises for the purpose of identifying wells, tank battenes or other associated improvements 1o the land [
must also include the word "State.* Lessee shall supply the General Land Office with any records, memoranda, accounts, reports, cuttings and cores, of
other information relative to the operation of the above-described premises, which may be requested by the General Land Office, in addition to those
. e 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

. 1o the General Land Office within fifleen (15) days after the making of said survey

XTI (C) PENALTIES. Lessae shall incur a penalty wh reports, d s or other materials are not filed in the General Land Office
N 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

11. 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 shoukd 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 compileted and abandoned, or the production of oll or gas should cease for any cause,




VOL. 7871  pase

46

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 lo Paragraph 13, using the expiration of the primary lerm as the date of cessation of production under Paragraph 13. Should the first
well or any subsequent well drilled on the above described land be completed as a shut-in ol 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 lo make such payment, this lease shall ipso facto terminate If at the
expiration of the primary term or any time thereafter a shut-in oil or gas well is located on the leased premises, payments may be made in accordance
with the shut-in provisions hereof

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

13. CESSATION, DRILLING, AND REWORKING. If, after the expiration of the primary term, production of ol or gas from the leased
premises, after once oblained, should cease from any cause, this lease shall not terminate f Lessee commences additional driling o 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 royaities is made as provided herein or as provided by law. i the drilling or reworking
operations resull in the completion of a well as a dry hole, the lease will nol 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 Otfice within thirty (30) days of any cessation of production

14. SHUT-IN ROYALTIES. For purposes of this paragraph, “well” means any well that has been assigned a well number by the state agency
having jurisdiction over the production of oil and gas. If, at any time after the expiration of the primary term of a lease that, until being shut in, was being
maintained in force and effect, a well capable of producing oll 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 sultable market, then Lessee may pay as a shul-in oil or gas royalty an amount equal to
double the annual rental provided in the lease, but not less than $1,200 a year for each well capable of producing oil or gas in paying quantities i
Paragraph 3 of this lease does not specify a delay rental amount, then for the purposes of this paragraph, the delay rental amount shall be one dollar
($1.00) per acre. To be effective, each initial shut-in oil or gas royalty must be paid on of before: (1) the expiration of the prmary term, (2) 60 days after
the Lessee ceases lo 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 lalest. Such payment shall be made one-half (1/2) to the Commissioner of the General Land Office and one-
half (1/2) to the owner of the soil. If the shut-in oil or gas royalty is paid, the lease shall be considered 1o 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 manth 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

15. COMPENSATORY ROYALTIES. If, during the period the lease is kept in effect by payment of the shut-in il or gas royalty, oil or gas s
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, of in any case in which drainage is occurring, the right to continue to maintain the lease by paying the shut-in ol or gas royalty shall cease, but
the lease shall remain effective for the remainder of the year for which the royalty has been paid. The Lessee may maintain the lease for four more
successive years by Lessee paying compensatory royalty at the royalty rate provided in the lease of the market value of prc 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
royally s to be pad monthly, one-haif (1/2) to the Commissioner of the Genaral Land Office and one-half (1/2) 1o the owner of the soil, beginning on or
before the last day of the month following the month in which the oll or gas is produced from the well causing the drainage or that is compl in the
same producing reservoir and localed within one thousand (1,000) feel of the leased premises. If the compensatory royalty pad in any 12-month period
is an amount less than the annual shut-in ol or gas royalty, Lessee shall pay an amount equal lo the difference within thirty (30) days from the end of the
12-month period cqummwmummmmﬂmmmmmmmmmanmnmw
lease. None of these provisions will relieve Lessee of the obligation of bie d i nor the oblig: to drill offset wells as provided in
Texas Natural Resources Code 52 173, however, at the determination of the Commissioner, and with the Commissioner's written approval, the payment
of compensatory royalties can satisfy the obligation to drill offsal wells

16. RETAINED ACREAGE. Notwithstanding any provision of this lease to the contrary, after a well producing or capable of producing oil or
gas has been completed on the leased premises, Lessee shall exercise the diligence of a y prudent ops in drilling such additional well or
mumummmedemwm-Mmmmmmm

(A) VERTICAL. In the evenl this lease is in force and effect two (2) years after the expiration date of the primary or extended term i 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
surmounding each gas well capable of producing In paying quantities (including a shut-in oil or gas well as provided in Paragraph 14 hereof), or a well
upon which Lessee is then engaged in continuous drilling or reworking operations, or (2) the numbaer of acres included in a producing pooled unit
pursuant to Texas Natural Resources Code 52 151-52 154, 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 regul of the Railroad C r of Texas, or any successor
agency, or other govemmental authority having junsdiction. Iif al any time after the effective date of the partial termination provisions hereol, the
apphicable field rules are changed or the well or weils | d th are reclassified so that less acreage is thereafter allocated 10 said well or welis for

production purposes, this lease shall thereupon terminate as to all acreage nol thereafter allocaled 1o sad well or wells for production purposes.
Notwithstanding the termination of this lease as to a portion of the lands covered hereby, Lessee shall nevertheless continue o have the right of ingress
to and egress from the lands still subject 1o this lease for all purposes described in Paragraph 1 hereol, logether with easements and rights-of-way for
existing roads, existing pipelines and other existing facilities on, over and across all the lands described in Paragraph 1 hereof (“the retained lands”), for
access o and from the retained lands and for the gathering or transportation of oil, gas and other minerals produced from the retained lands

(B) HORIZONTAL. In the event this lease is in force and effect two (2) years after the expiration date of the primary of extended term i
shall further terminate as to all depths below 100 feel below the total depth drilled (hereinafter “deeper depths®) in each well located on acreage retained

|
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in Paragraph 16 (A) above, unless on or before two (2) years after the primary or extended lerm Lessee pays an amouni equal o one-half (1/2) of the
bonus originally paid as consideration for this lease (as specified on page 1 hereof). If such amount is paid, this lease shall be in force and effect as to |
such deeper depths, and said termination shall be delayed for an additional period of two (2) years and so long thereafler 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 Commissioner of the General Land Office. Within
thirty (30) days after partial termination of this lease as provided herein, Lessee shall execute and record a release or releases containing a satisfactory
legal description of the acreage and/or depths not retained hereunder. The recorded release, or a certified copy of same, shall be filed in the General
Land Office, accompanied by the filing fee prescribed by the General Land Office rules in effect on the date the release is filed If Lessee fails or refuses
touocumandmﬁmmmmmﬁammm(m;dnnmmwmmwwu\eﬁomﬁumm then the
Commissioner al his sole discretion may designate by written instrument the and/or dep to be r d hereunder and record such
WmuLm--mnMMummmhmhbmudmdnmtmmofhwwomwwm

designation shall be binding upon Lessee for all purposes

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

18. FORCE MAJEURE. If, after a good faith effort, Lessee is prevented from complying with any express or implied covenant of this lease,
from conducting drilling operations on the leased premises, or from producing oil or gas from the leased premises by reason of war, rebellion, riots,
sirikes, acts of God, or any valid order, rule or regulation of government authority, then while so prevented, Lessee’s obligation 1o comply with such
covenant shall be suspended and Lessee shall not be liable for damages for failure to comply with such covenants; additionally, this lease shall be
| extended while Lessee is prevented, by any such cause, from conducting drilling and reworking operations or from producing ofl or gas from the leased

premises. However, nothing in this paragraph shall suspend the payment of delay rentals in order to maintain this lease in effect during the primary term
in the absence of such drilling or reworking operations or production of oll or gas

19, WARRANTY CLAUSE. The owner of the soil and ag to defend litle o the leased premises i the owner of the soil defaults
in payments owed on the leased premises, then Lessee may redeem the rights of the owner of the soil in the leased premises by paying any mortgage,
taxes or other liens on the leased premises. If Lessee makes payments on behalf of the owner of the soil under this paragraph, Lessee may recover the

| cost of these payments from the rental and royalties due the owner of the soil

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

(B) REDUCTION OF PAYMENTS. I, during the primary term, a portion of the land covered by this lease is included within the boundaries
of a pooled unit that has been approved by the School Land Board and the owner of the soll In accordance with Natural Resources Code Sections
52 151-52 154, or if, at any time after the expiration of the primary term or the extended term, this lease covers a lesser number of acres than the total
amount described herein, paymants 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
ummmmommmo!mmn-mmm-dnmmm.lmmmdmmym.mmwulm
actually retained and covered by this lease.

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

i for waterflood operations without the prior consent of the owner of the soil
-

- L]
. s 22. AUTHORIZED DAMAGES. Lessee shall pay the owner of the soil for damages caused by its operations to all personal property,
} T improvements, livestock and crops on said land
-
| R 23. PIPELINE DEPTH, When requested by the owner of the soil, Lessee shall bury its pipelines below plow depth

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

B ——
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25. POLLUTION. In developing this area, Lessee shall use the highest degree of care and all proper safeguards 1o p poliution. Without
limiting the foregoing, poliution of coastal wetlands, natural waterways, rivers and impounded water shall be prevented by the use of containment
wmmwm,mﬂwmmmmmdmmn.tmnmdm.lmlhd'-poulm
recapture all escaped hydrocarbons or other poliutant and shall be responsible for all 1age to public and private properties. Lessee shall build and
maintain fences around its slush, sump, and drainage pits and lank bafieries so as to prok livestock against loss, d Qe oF injury, and upon
comp or ab of any well or wells, Lessee shall fill and level all siush pits and cellars and completely clean up the drilling site of all rubbish
umoonmemmmmmmmm.mmwmuﬂm.m_m,mwmm,
-ndupmowlobﬂondoparﬂomMwmm“d‘mhmwnm-huwimwmnnum Tanks and
equipment will be kept painted and presentable

26. REMOVAL OF EQUIPMENT. Subject to limitations in this paragraph, Lessee shall have the right to remove machinery and fixtures placed
by Lessee on the leased premises, including the nght to draw and remove casing, within one hundred twenty (120) days after the expiration or the
termination of this lease unless the owner of the soil grants Lessee an extension of this 120-day period. However, Lessee may not remave casing from
;nyulupaﬁ-dmdnrduummmm.mmw.L‘momwnudmlndmmmmmlmmhy(w)dlnmﬂun
notice to the Commissioner of the General Land Office and to the owner of the soil. The owner of the soil shall bacome the owner of any machinery,
fixtures, or casing which are nol timely removed by Lessee under the terms of this paragraph

27. (A) ASSIGNMENTS. Under the conditions contained in this paragraph and Paragraph 29 of this lease, the rights and estates of either
plﬂyblhﬂhoumayb-mw.m\moleorlnmmmwahhmmdmmwummwm.m.w
representatives, successors and assigns. However, a change or division in ownership of the land, rentals, or royalties will not enlarge the obligations of

Lessee, diminish the rights, privileges and estates of Lessee, impair the efi of any payment made by Lessee or impair the effectiveness of any
mmmwm,wmmudwuonnmwumm.mmh.otmyuiulmlbmdmlwmypurponunﬂIM(w}dtn
after the owner of the soil (or his heirs, devi legal rep tatives or igns) fumnishes the Lessee with salisfactory written evidence of the change

In ownership, including the original recorded muniments of title (or a certified copy of such original) when the ownership changed because of a
conveyance. A lotal or partial assignment of this lease shall, to the extent of the interes! assigned, relieve and discharge Lessee of all subsequent
obligations under this lease. If this loase is assigned in its entirety as to only pant of the acreage, the nght and oplion to pay rentals shall be apportioned
as bx the | owners bly, according to the area of each, and failure by one or more of them to pay his share of the rental shall not affect
this lease on the part of the land upon which pro rata rentals are timely paid or tendered; however, if the assignor or assignee does nol file a certified
copy of such assignment in the General Land Office before the next rental paying date, the entire lease shall terminate for failure to pay the entire rental
due under Paragraph 3 Every assignee shall succeed 1o all nghts and be subjed to all obligations, kab and p owed 1o the State by the
onginal lessee or any prior assignee of the lease, including any liabilties to the State for unpaid royalties

(B) ASSIGNMENT LIMITATION. Notwithstanding any provision in Paragraph 27(a), if the owner of the soil acquires this lease in whole or
in part by assignment without the prior written approval of the Commi of the G | Land Office, this lease is void as of the time of assignment
and the agency power of the owner may be forfeited by the Commissioner. An assignment will be treated as if it were made 1o the owner of the soil if the
assignee is

(1) a nominee of the owner of the soil,

(2) a corporation or subsidiary in which the owner of the soil is a principal stockholder of is an employee of such a corporation or subsidiary,
(3) a partnership in which the owner of the soil is a partner or is an employee of such a partnership;

(4) a principal stockhoider or employee of the corp 1 which is the owner of the soil,

(5) a partner or employee In a partnership which is the owner of the soil.

(6) a fiduciary for the owner of the soil, including but not limited to a guardian, b 3 itor, admir ’ iver, of conservator for the
owner of the soll, or

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

28. RELEASES. Under the conditions contained in this paragraph and Paragraph 29, Lessee may al any time execute and deliver to the
owner of the soil and place of record a release or releases covering any portion or portions of the leased premises, and thereby surrender this lease as
to such portion or portions, and be relieved of all subsequent obligations as to acreage surrendered. If any part of this lease is properly sumendered, the
delay rental due under this lease shall be reduced by the proportion that the surrendered acreage bears to the acreage which was covered by this lease
immediately prior to such surrender;, however, such release will not relieve Lessee of any liabilites which may have accrued under this lease prior to the
surrender of such acreage

29. FILING OF ASSIGNMENTS AND RELEASES. If all or any part of this lease is assigned or rek d, such assig or must be
recorded in the county where the land is situated, and the recorded instrumant, or a copy of the fecorded instrument cenified by the County Clerk of the
county in which the instrument is recorded, must be filed in the General Land Office within 90 days of the last execution date accompanied by the
prescribed filing fee. If any such assignment is not so filed, the rights acquired under this lease shall be subject to forfeiture al the option of the
Con ) of the G | Land Office

30. DISCLOSURE CLAUSE. All provisions pertaining to the lease of the above-described land have been included in this instrument,
including the statement of the true consideration 1o be paid for the execution of this lease and the rights and duties of the parties. Any collateral
agreements concerming the development of oil and gas from the leased premises which are not contained in this lease render this lease invalid.

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

32. FORFEITURE. if Lessee shall fail or refuse to make the payment of any sum within thirty days after it becomes due, or f Lessee or an
authorized agent should knowingly make any faise retumn or faise 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 regulati dopted by the Commissk of the G | Land Office. or if Lessee

shoukd fail to file reports in the manner required by law or fail to comply with rules and regulations promulgated by the General Land Office, the School
Land Board, or the Railroad Commission, or if Lessee should refuse the proper authority access to the records pertaining to operations, of if Lessee or
an authorized agent should knowingly fail or refuse to give corect information to the proper authority, or knowingly fail or refuse to fumish the General
Land Office a comedt 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 s not filed in the General Land Office as required by law, the rights acquired under this lease shall be subject to forfeiture by the
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Commissioner, and he shall forfett same when sufficiently informed of the facts which authorize a forfeiture, and when forfeiled the area shall again be
subject to lease under the terms of the Relinquishment Act However, nothing herein shall be construed as waiving the automatic termination of this
lease by operation of law or by reason of any | it arising h der. Forfeitures may be set aside and this lease and all nghts 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

33, LIEN. In accordance with Texas Natural Resources Code 52 136, the State shall have a first llien upon all oll and gas produced from the
area covered by this lease to secure payment of all unpaid royafty 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 Texas Natural Resources Code 52,136 and any other applicable statutory ben, 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 royafties or other
amounts due or to become due under this lease and 1o secure payment of any damages of loss thal Lessor may suffer by reason of Lessee's breach of
any covenant of condition of this lease, whether express or implied. This len and security interest may be f dosed with or without court proceedings in
the manner provided in the Title 1, Chap. 9 of the Texas Business and Commerce Code. Lessee agrees thal the Commissioner may require Lessee to
execute and record such instruments as may be reasonably necessary 1o acknowledge, attach or perfect this en. Lessee hereby represents that there
are no prior or superior liens arising from and relating 1o 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 forfedted as provided
herein

34. POOLING, Lessee is hereby granted the right to pool or unitize the royalty interest of the owner of the soil under this lease with any other
leasehold or mineral interest for the exploration, development and production of oil or gas or either of them upon the same lerms as shall be approved
by the School Land Board and the Commissioner of the General Land Office for the pooling or unitizing of the interest of the State under this lease
pursuant to Texas Matural Resources Code 52 151-52.154. The owner of the soil agrees thal the inclusion of this provision in this lease satisfies the
execution requirements stated in Texas Natural Resources Code 52 152

35. INDEMNITY. Lessee hereby releases and discharges the State of Texas and the owner of the soil, their officers, employees, partners,
agents, contractors, subcontractors, guests, invitees, and their respective suct and assigns, of and from all and any actions and causes of action
of every nature, or other ham, mcmdm-mirotmmalhnnn luwfudvqudrnmlmm.m but not limited to, all losses and
expenses which are caused by the activities of Lessee, its officers, employees, and agents arising out of, incidental o, or resulting from, the operations
of or for Lessee on the leased premises hereunder, or that may arise out of or be occasioned by Lesses’s breach of any of the terms or provisions of this
Agreement, of by any other negligent or strictly liable act or omission of Lessee. Further, Lessee hereby agrees to be liable for, exonerate, indemnify,
defend and hold harmiess the State of Texas and the owner of the soil, their officers, employees and agents, their suCCcessors o @ssigns, against any
and all claims, liabilities, losses, damages, actions, personal injury (including death), costs and expenses, or other harm for which recovery of damages
is sought, under any theory including tort, contract, or sirict liabilty, including attorneys' fees and other legal expenses, including those related to
environmental hazards, on the leased premises or in any way related to Lessee's failure to comply with any and all environmental laws; those ansing
from or in any way related lo Lessee’s operations or any other of Lessee's activities on the leased premises, those arising from Lessee's use of the
surface of the leased premises, and those that may arise out of or be occasioned by Lessee's breach of any of the terms or provisions of this Agreement
or any other act or omission of Lessee, its directors, officers, employees, partners, agents, contractors, subcontractors, guests, invitees, and their
respective successors and assigns. Each assignee of this Agreement, or an interest therein, agrees lo be liable for, exonerate, indemnify, defend and
hold harmiess the State of Texas and the owner of the soll, their officers, employees, and agents in the same manner provided above in connection with
the activities of Lessee, its officers, employees, and agents as described above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF
THE INDEMNITY OBLIGATIONS ANDVOR LIABILITIES ASSUMED UNDER THE TERMS OF THIS AGREEMENT SHALL BE WITHOUT LIMITS AND
WITHOUT REGARD TO THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXISTING CONDITIONS), STRICT LIABILITY, OR THE
NEGLIGENCE OF ANY PARTY OR PARTIES (INCLUDING THE NEGLIGENCE OF THE INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE
BE SOLE, JOINT, CONCURRENT, ACTIVE, OR PASSIVE.

36. ENVIRONMENTAL HAZARDS. Lessee shall use the highest degree of care and all reasonable safeguards to prevent contamination of
poliution of any environmental medium, including soil, surface waters, groundwater, sediments, and surface of subsurface strata, ambient air or any
other environmental medium in, on, or under, the leased premises, by any waste, pollutant, or contaminant. Lessee shall not bring of permi to remain on
the leased premises any asbestos containing matenals, explosives, loxic materials, or substances regulated as hazardous wastes, hazardous materials,
hazardous substances (as the term "Harardous Substance® is defined in the Comprehensive Environmental Response, Compensation and Liability Act
(CERCLA), 42 US C. Sections 9601, et seq ), or toxic substances under any federal, state, or local law or regulation ("Hazardous Materials”), except
ordinary products commaonly used in connection with oil and gas exploration and development operations and stored in the usual manner and quantities
LESSEE'S VIOLATION OF THE FOREGOING PROHIBITION SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND
LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST
ANY CLAIMS, DAMAGES, JUDGMENTS, PENALTIES, LIABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS' FEES AND COURT
COSTS) CAUSED BY OR ARISING OUT OF (1) A VIOLATION OF THE FOREGOING PROMHIBITION OR (2) THE PRESENCE, RELEASE, OR
DISPOSAL OF ANY HAZARDOUS MATERIALS ON, UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OR
CONTROL OF THE LEASED PREMISES. LESSEE SHALL CLEAN UP, REMOVE, REMEDY AND REPAIR ANY SOIL OR GROUND WATER
CONTAMINATION AND DAMAGE CAUSED BY THE PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER, OR ABOUT
THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITH THE REQUIREMENTS OF
APPLICABLE LAW. THIS INDEMNIFICATION AND ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE
ACTIONS UNDERTAKEN PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGULATION, LESSEE SHALL IMMEDIATELY
GIVE THE STATE OF TEXAS AND THE OWNER OF THE SOIL WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS
PARAGRAPH, UPON LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY
GOVERNMENTAL AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBLIGATIONS
OF LESSEE HEREUNDER SHALL SURVIVE THE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF THIS AGREEMENT,

37. APPLICABLE LAW. This lease is issued under the provisions of Texas Natural Resources Code 52.171 through 52 190, commonly
known as the Relinquishment Act, and other applicable statutes and amendments thereto, and if any provision In this lease does nol conform to these
statutes, the statutes will prevail over any r forming lease p s
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38. EXECUTION. This oil and gas lease must be signed and acknowledged by the Lessee before it is filed of record in the county records and

in the General Land Office of the State of Texas. Once the filing requirements found in Paragraph 39 of this lease have been satisfied, the effective date
of this lease shall be the date found on Page 1

39. LEASE FILING. Pursuant to Chapter 9 of the Texas Business and Commerce Code, this lease must be filed of record in the office of the
County Clerk in any county in which all or any part of the leased premises is located, and certified copies thereof must be filed in the General Land
Office. This lease is not effective until a certified copy of this lease (which is made and certified by the County Clerk from his records) is filed in the
General Land Office in accordance with Texas Natural Resources Code 52 183 Additionally, this lease shall not be binding upon the State unless it

recites the actual and true consideration paid or promised for execution of this lease. The bonus due the State and the prescribed filing fee shall
accompany such cerified copy 1o the General Land Office

LESSEE

B8Y: Bruce W. Hunt

TE,BW M STATE OF TEXAS
8y

maiamolm
Randy D. Camp, | ullEnewlu
7 7mfotlhasmo€hm Individually and as agent for the State of Texas
Date /7/11’ Date

STATE OF TEXAS
BY

STATE OF TEXAS
BY

Individually and as agent for the State of Texas
Date

Individually and as agent for the State of Texas
Date




L 781 rmee 470

STATE OF lexas (CORPORATION ACKNOWLEDGMENT) e
COUNTYOF Dallas
BEFORE ME, the undersigned authority, on this day personally app s Pruce W. Howt
Known 10 me to be the person whose name is subscribed to the foregoing instruments as Q{E&l&-@ﬁ?
of _Getvo-Homt, L.L.C, and acknowledged to me that he

executed the same for the purposes mﬂw A tharpin expressed, in the capacity stated, and as the act and deed of said eerporation Compary
('@ %,

gﬁi" -ﬂo, %&‘ day de-'MmJ'-\‘ 200%

I
Linanim. Breras,
'+f,’.: . / Notary Public in and fort Ot & of q’mﬁ

"' 1.2008
"'mm.m.-"‘

L3 ¢ AL
STATE OF [ L L) (INDIVIDUAL A

]
:
3
H
4
%

»mml!

415

e

.

COUNTY OF v C\ G, ‘

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

kmnn&nn&bcmopnumamwun-mnnhnmuﬂuuhmnhnm*qhummn&ﬂﬂadmnudpdwnnmdu'ymwwhnmnuﬂnkxmm
purposes and consideration therein d ‘

Given under my hand and seal of office this the dayof _ V0 faiith , 2007

STATE OF

Notlry Public, State of Texas

. ol My Comm. Expires 10-24-2011

BEFORE ME, the undersigned authority, on this day p iy app d

hwmnmmnmb.muomumsmnunlmnminnmﬂndmmlhng*nhdwn-m,mnuxmuhqpnmunmnwnyumwudmaumuhwﬂn

purposes and ideration th xp d

o’ we
. b Given under my hand and seal of office this the day of 20
sene e
sens
5
T Notary Public in and for

.

.. LA |
e 4 STATE OF (INDIVIDUAL ACKNOWLEDGMENT) |
. e

. COUNTY OF
BEFORE ME, the undersigned authority, on this day p lly app d
semman

kmnmmwnunn&nnuumsMuunlmnm!ukuﬂunmrnhmw*nmnmmumUﬁlmmnhmmnwnnmuunynmmunmounnhmﬂw
purp and ¢ ik therein expressed

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

Notary Public in and for

| B i el
FILES 153 L
FILED FOR RECORD ON THE 11TH DAY OF JANUARY A.D. 2008 3:05 Py,
DULY_. RECORDED THE 14TH DAY OF JANUARY A.D. 2008 2:00 Py,
BY: : , DEPUTY DIANNE 0. FLOREZ, COUNTY CLERK

REEVES COUNTY, TEXAS
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_Lease T (|

Date Filed:

missioner

Jerry E. Patterson,

By

CERTIFIED TRUE AND CORRECT COPY CERTIFICATE

STATE OF TEXAS
COUNTY OF REEVES
The above and foregoing is a full, true and corract photographic copy of the

onginal record now in My lawtul custody and possession, as the same is
y office, found in VOL

e " e R 707" ” OFF FICT AL Buﬁﬁc

| hareby certified on 0![ 1 51 2908
UNTY CLERK

/ DEPUTY




TEL: 214-880-8400
Fax: 214-880-7101

1601 ExMm STREET, STE 3400
THANKSGIVING TOWER
DaArrLas, Texas 75201-7201

June 16, 2005

State of Texas General Land Office
1700 N. Congress Avenue, Room 600
Austin, Texas. 78701.

Attn: Mr. Drew Reid

Gentlemen:
Enclosed please find Petro-Hunt, L.L.C."s check in the amount of $107,333.50 as payment for one-half of

the bonus consideration due for two Relinquishment Act leases taken in Reeves County, Texas along with
appropriate application and filing fees. A breakdown of payment for each lease is as follows:

Dela Minerals, Inc. 02/18/05 $59.076.00- Lease Bonus :-}(1;3 «;J
PSL Survey Block 58 $100.00- Application Fee >

Section 39; The E/2; Section 40: SE/4; and all of Section 42. $25.00- Filing Fee

Dela Minerals, Inc. 02/18/05 §48,007.50- Lease Bonus 24D,
PSL Survey Block 58 $100.00- Application Fee

Sections 31 & 32. $25.00- Filing Fee

Also enclosed are certified copies of each of the leases. If you should have any questions, my phone
number is 214-880-8493,

Yours very truly,

Wi § Aominyg

William A. Hearne
Senior Landman




Date Filed: w{l—____——
Rargerson, \ nmissioner

Jerry E

By




TEXAS GENERAL LAND OFFICE

JERRY PATTERSON, COMMISSIONER

September 8, 2005

Doug Ferguson
P.O. Box 432
Midland, Texas 79702

Re:  RELINQUISHMENT ACT LEASE No. M-104778
1 \oqq;?S&'G-} acres out of the E/2 of Sec. 39, SE/4 of Sec. 40, all of Sec. 42,
Blk. 58, PSL, Reeves County, Texas

Dear Mr. Ferguson:

The certified copy of the Relinquishment Act lease covering the above referenced tracts has been
approved and filed in our records under mineral file number M-104778. Please refer to this number
in all future correspondence concerning the lease.

Your remittance of $73,294.75, has been applied as the state's portion of the cash bonus
$73,169.75, along with a processing and filing fee in the amount of $125.00. Please let me know if
you should have any questions.

Sincerely,

tbwvzu.ﬂ b
Drew Reid 1 g~
Minerals Leasing

Energy Resources
(512) 475-1534

MS/DR

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
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PAYEE: DETACH THIS PORTION BEFORE CASHING CHECK

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 Sep-09-2005 7003605 $18.80

LEASE NUMBER ORIGINAL LESSOR/LEASE NAME 09/09/05 CHECK NO 7003605
118*1018682 DRAKE JANE COVINGTON
RENTAL PERIOD
LEASE DATE MONTHS FROM TO FILE 1D
10/20/04 12 10/20/05 10/20/06 68350-0012-003
PAYMENT AMOUNT 18.80
*ese PAYMENT TYPE **** DELAY RENTAL #****
BANK SERVICE CHG
TO BE CREDITED TO ADDITIONAL TEXT
TOTAL AMOUNT 18.80
OWNER # 58207
TEXAS GENERAL LAND OFFICE
1700 N CONGRESS AVE RM 600
AUSTIN, TEXAS 78701
SSN/TAX ID
RECORDED BOOK 700 PAGE 83 ENTRY
PROSPECT N W TOYAH PROSPECT
COUNTY/PARISH REEVES SETATE TX
TRACT NO 18740
LEGAL DESCRIPTION
REEVES COUNTY TEXAS BLOCK 58, PUBLIC
SCHOOL LAND SURVEY SEC. 42: ALL BEING
615.00 ACRES MORE OR LESS

m-104 778 &
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Date Flled 4//6? fﬁﬁj

Je\l'}“ELPatumm Commissioner
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PAYEE DETACH THIS PORTION BEFORE CASHING CHECK

o PETRO-HUNT, LLC.  ~ Bank One, N.A. bace s of 1
1601 EIm Street, Suite 3400 Jefferson County 9
- Dallas, Texas 75201 8200 Hwy 69
(214) 880-8400 Port Arthur, Texas 77640
7 OWNER NAME OWNER NO. DATE CHECK NUMBER AMOUNT
TEXAS GENERAL LAND OFFICE Sep-09-2005 7003601 $18.80
LEASE NUMBER ORIGINAL LESSOR/LEASE NAME DATE 09/09/0% CHECK NO 7003601
118*1018680 COVINGTON TED MICHEAL
RENTAL PERIOD
LEASE DATE  MONTHS FROM TO FILE 1D
10/02/04 12 10/02/05 10/02/06 68350-0012-001
PAYMENT AMOUNT 18.80
ess* PAYMENT TYPE **** DELAY RENTAL ****
BANK SERVICE CHG
TO BE CREDITED TO ADDITIONAL TEXT
TOTAL AMOUNT 18.80

OWNER # 58207
TEXAS GENERAL LAND OFFICE
1700 N CONGRESS AVE RM 600

R AUSTIN, TEXAS 78701 , \
SSN/TAX 1D

RECORDED BOOK 700 PAGE 91 ENTRY
PROSPECT N W TOYAH PROSPECT
COUNTY/PARISH REEVES STATE TX

TRACT NO 18740

LEGAL DESCRIPTION

REEVES COUNTY TEXAS BLOCK 58, PUBLIC
SCHOOL LAND SURVEY SEC. 42: ALL BEING
615.00 ACRES MORE OR LESS

- )04 776 D

C:’
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PAYEE: DETACH THIS PORTION BEFORE CASHING CHECK

PETRO-HUNT, L.L.C. ra

. Bank One, N.A. ezt aé1
! 1601 Elm Street, Suite 3400 Jefferson County 2
. Dallas, Texas 75201 8200 Hwy 69
(214) B80-8400 Port Arthur, Texas 77640
- " OWNER NAME OWNER NO DATE CHECK NUMBER AMOUNT
TEXAS GENERAL LAND OFFICE Sep-09-2005 7003603 $18.80
LEASE NUMBER ORIGINAL LESSOR/LEASE NAME DATE 09/09/05 CHECK NO 7003603
118*1018681 HENDERSON ANN COVINGTON
RENTAL PERIOD
LEASE DATE MONTHS FROM TO FILE ID
10/20/04 12 10/20/05 10/20/06 €8350-0012-002
PAYMENT AMOUNT 18.80

**a* DPAYMENT TYPE **** DELAY RENTAL ****

TO BE CREDITED TO ADDITIONAL TEXT
OWNER # 58207

TEXAS GENERAL LAND OFFICE

1700 N CONGRESS AVE RM 600

BANK SERVICE CHG

TOTAL AMOUNT

)(. 18.80

AUSTIN, TEXAS 78701
" SSN/TAX 1D f ;
RECORDED BOOK 700 PAGE 101 ENTRY
PROSPECT N W TOYAH PROSPECT
COUNTY/PARISH REEVES STATE TX

. TRACT NO 18740
LEGAL DESCRIPTION
REEVES COUNTY TEXAS BLOCK 58,
SCHOOL LAND SURVEY BEC. 42:
615.00 ACRES MORE OR LESS

PUBLIC
ALL BEING
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PAYEE: DETACH THIS PORTION BEFORE CASHING CHECK

L - a PETRO-HUNT, L.L.C. / Bank One, N.A. Pace 1 of 1
1601 Elm Street, Suite 3400 Jefferson County %gel o
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 Jan-18-2006 7003964 $393.84

LEASE NUMBER ORIGI NAME DATE 0l1/18/06 CHECK NQ 7003964
. 118+*1021624 |
AL P

LEASE DATE  MONTHS FROM TO FILE ID
02/18/05 12 02/18/06 02/18/07 68350-0050-001

PAYMENT AMOUNT 3193.84
*#ses PAYMENT TYPE **** DELAY RENTAL *#*+**
BANK SERVICE CHG

TO BE CREDITED TO ADDITIONAL TEXT 5
TOTAL AMOUNT gsa 0450
OWNER # 58207 5

TEXAS GENERAL LAND OFFICE . e, (:}
‘ 1700 N CONGRESS AVENUE ROOM 60 e C
AUSTIN, TEXAS 78701 3 . =\
SSN/TAX ID 4 L R S
RECORDED  BOOK 707 PAGE 241 ENTRY :

UJ 7
PROSPECT N W mpnospzc-r T
COUNTY/PARISH STATE TX g % O
TRACT NO 23070 ¢ b
LEGAL DESCRIPTION : ¢ 2
REEVES COUNTY , PUBLIC < N
SCHOOL LAND SURVI /2 SEC. : 0>

40: OC/4 OOC. 42: ALL DDING 1,025.22 :

ACRES MORE OR LESS

@)
m\”/mumg#\ %
@,




IF10¥778

C <ENTIAL PAYMENT
e s 13306

¢y \ '// 2

XY B 744206




GENERAL LAND OFFICE

JERRY PATTERSON, COMMISSIONER

March 16, 2007

I, Jerry E. Patterson, Comrmissioner of the General Land Office of the State of Texas, do
hereby certify that the papers, records, and documents of said office show;

e e de e de ok % ke

That on March 24, 1906, E/2 of Section 40, Block 58, Public School Land Survey, 320.00 acres
in Reeves County was awarded to J M. JOHNSON on his application filed in the Texas General
Land Office on February 26, 1906, in SCHOOL FILE 86104, and which application was filed to
purchase said land under the provisions of Title LXXXVI], Chapter 12A, Revised Civil Statutes of
1895, and the amendments thereto by the Act of May 19, 1897, and the Acts relating to the sale
and lease of Public Free School and Asylum lands, approved April 19, 1901, and April 15, 1905,
with settlement, said tract applied for having been classified as MINERAL & DRY GRAZING;

That the “old” File Wrapper for SCHOOL FILE 86104 is endorsed: “Abst. 1721,” “320 160,” “E-1%
SE %,” “Sold in File 137097 SE/4,” “Classed Min & Graz 2-8-06,” “For NE/4 130267,"
“Transfer in 85555,” “Land Forfeited 7/23/25,” J.T. Robison, Comr.;”

That the “new” File Wrapper for SCHOOL FILE 86104 is endorsed: “M & DG,” “Sold in File
137097,” “For NE/4 -~ 130267,” “Forfeited 7-23-25;”

W ke de v & ko ok ke

That on November 22, 1907, W/2 of Section 40, Block 58, Public School Land Survey, 320.00
acres in Reeves County was awarded to J. IKE JOHNSON on his application filed in the Texas
General Land Office on November 4, 1907, in SCHOOL FILE 100258, and which application was
filed to purchase said land under the provisions of Chapter 47, Act of 1895, and Chapter 129,
Act of May 19, 1897, and the Acts approved April 19, 1901, April 15, 1905, and May 16, 1907,
without settlement, said tract applied for having been classified as DRY GRAZING;

That on May 16, 1911, MABEE JOHNSON conveyed “All of the West Half (W %) of Section
Number Forty (40) in Block Number Fifty-Eight (58) of the Public School Land in Reeves County
Texas containing 320 acres,” to JAMES E. BOWEN, and a certified copy of said deed was filed in
the Texas General Land Office on June 11, 1911, in SCHOOL FILE 100258;

That on October 5, 1953, R.E. Booker, License State Land Surveyor, surveyed 320.00 acres in
Reeves County for MRS. TINA BROOKER FITE, and compiled field notes thereon, designating it
as Section 40, Block 58, which field notes were recorded in Volume 5, Page 298, Surveyor's
Records, Reeves County, and were filed in the Texas General Land Office on October 24, 1953,

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



John R. Collins

COTTON BLEDSOE TIGHE & DAWSON
March 16, 2007

Page 2 of 8

in SCHOOL FILE 100258, marked correct on map for 320 acres on October 27, 1953, and are
endorsed as patented on October 29, 1953;

That on November 2, 1950, payment in full for 320.00 acres, W/2 of Section 40, Block 58, PSL
Survey, Reeves County, was received in the Texas General Land Office, and said land, having
been classified MINERAL & DRY GRAZING, with minerals reserved to the State, was patented on
October 29, 1953, to MRS. M.H. SCHARF, her heirs, and assigns, by Patent Number 133,
Volume 23-B, under Abstract 2664 and SCHOOL FILE 100258

That the File Wrapper for SCHOOL FILE 100258 is endorsed: “A-2664,” “M & DG,” “Classed Min
& Gra, 2-8-06," “Transfer 100257,” “See Min. Plat Book Abs 2664,” “Correct on Map For 320
Acres, 10-27-53,” “Patent to Mrs. M. H. Scharf, assn with M/R,” “Final Pay 11-2-50,"
“(Stamped) Patented October 29, 1953, No. 133, Vol. 23-B;”

e e e e e e e o e e

That on May 12, 1921, J. M. JOHNSON conveyed NE/4 of Section 40, Block 58, Public School
Land Survey, 160.00 acres in Reeves County, to JESSIE L.L. FRANKLIN, and a certified copy of

SCHOOL FILE 130267:;

That on April 30, 1954, FRED P. ARMSTRONG, License Surveyor of Reeves County, surveyed
160.00 acres in Reeves County for HENRY ALLEN, and compiled field notes thereon, designating
it as NE/4 of Section 40, Block 58, PSL, which field notes were recorded in Book 5, Page 336,
Surveyor's Records, Reeves County, and were filed in the Texas General Land Office on
November 1, 1954, in SCHOOL FILE 130267, marked correct on map for 160.00 acres on
November 5, 1954, and are endorsed as patented on November 8, 1954,

That on November 5, 1954, payment in full for 160.00 acres, NE/4 of Section 40, Block 58, PSL
Survey, Reeves County, was received in the Texas General Land Office, and said land, having
been classified MINERAL & GRAZING, with minerals reserved to the State, was patented on
November 5, 1954, to Jessie L.L. Franklin, his heirs, and assigns, by Patent Number 246,
Volume 24B, under Abstract 4167 and SCHOOL FILE 130267;

That the “old” File Wrapper for School File 130267 is endorsed: “abst 4167, “Sold as M & G,”
“Orig in 86104,” “Correct on Map for 160 Acres, 11/5/54,” “ Land Forfeited 1-6, 1943,
“Reinstated 3-3-1943,” “Paid-In-Full for 160 Acres, Date 11-5-54," “Pat to Jessie L.L. Franklin,
asgne. with Minerals Reserved,” “Patented November 8, 1954, No. 246, Vol. 24-B;”

That the “new” File Wrapper for School File 130267 is endorsed: “abst 4167,” “M & DG,” “Orig in
86104,” “See Min. Plat Book Abs. 2664,"” “See fieldnotes in MF 60977, “Pat’d Nov-8-1954, No-
246, Vol-24B;”

e e e e e e e o e ok

That on March 12, 1926, SE/4 of Section 40, Block 58, PSL Survey, 160.00 acres in Reeves
County was awarded to A.B. Burchard on his Application To Re-Purchase Forfeited School Land
filed in the Texas General Land Office on February 6, 1926, in SCHOOL FILE 137097, and which
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application was filed to purchase said land under Chapter 94, Act approved March 19, 1925,
said tract applied for having been classified as MINERAL & DRY GRAZING;

That the File Wrapper for SCHOOL FILE 137097 is endorsed: “A-4389,” “M & DG,” “Sold as M &

G,” “Transfer 137096,” “See Min. Plat Book Abs 2664,” “Paid-In-Full For 160 Acres, 10-18-
71"

e e dhe e e ok e ke ke ok

That on March 30 1926, A.B. BURCHARD, individually, and as agent for the State of Texas,
executed and delivered a State Relinquishment Act Oil & Gas Lease M-19312, covering “The
southeast % of section 40, Block 58, 320 acres,” with additional tracts in Reeves County, to
V.A. THOMPSON, for a primary term of Ten (10) years, with a cash bonus of $10.00, and an
annual delay rental of $650.00, with like amounts payable each to landowner and State, and
a royalty of One-Sixteenth (1/16), one-half payable each to landowner and State, and a
certified copy of said lease was filed in the Texas General Land Office on July 12, 1935, in
MINERAL FILE M-19312;

That the File Wrapper for MINERAL FILE M-19312 is endorsed: “(Signed) Expired 3/30/36;"

e e e e e e e e ke e

That on August 20, 1930, W.H. Slay, U.M. Simon and Mike E. Smith, individually, and as
agent for the State of Texas, executed and delivered a State Relinquishment Act Oil & Gas
Lease M-17826, covering “West half of Section 40, Block 58, Public School Land,” with
additional tracts, 1120.00 acres in Reeves County, to GULF PRODUCTION COMPANY, for a
primary term of Twelve (12) years, with a cash bonus of $2,800.00, and an annual delay
rental of $560.00, with like amounts payable each to landowner and State, and a royalty of
One-Eighth (1/8), one-half payable each to landowner and State, and a certified copy of said

lease was filed in the Texas General Land Office on September 19, 1930, in MINERAL FILE
M-17826;

That the File Wrapper for MINERAL FILE M-17826 is endorsed: “(Marked) Expired;”

e e e ke e e e e e e

That on January 14, 1943, TINA BROOKER FITE, Joined by her Husband, THOS. W. FITE,
individually, and as agent for the State of Texas, executed and delivered a State
Relinquishment Act Oil & Gas Lease M-27671, covering “The W % of Section 40,” with
additional tracts, 1120.00 acres in Reeves County, to P.N. WIGGINS, JR., for a primary term
of Ten (10) years, with a cash bonus of $560.00, and an annual delay rental of $280.00, with
like amounts payable each to landowner and State, and a royalty of One-Sixteenth (1/16),
one-half payable each to landowner and State, and a certified copy of said lease was filed in
the Texas General Land Office on May 24, 1943, in MINERAL FILE M-27671;

That the File Wrapper for MINERAL FILE M-27671 is endorsed: “(Stamped) Terminated for
failure to pay rental on or before the date specified in lease in accordance with the “unless
clause contained therein.” (Signed) “Bascom Giles, Commissioner, 2/28/49;”
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dedkdededeokbddokh

That on February 8, 1943, A.B. BURCHARD and KATE BURCHARD, His Wife, individually,
and as agent for the State of Texas, executed and delivered a State Relinquishment Act Oil &
Gas Lease M-27698, covering “the SE1/4 of Section 40,” with additional tracts, 1360.00 acres
in Reeves County, to P.N. WIGGINS, JR., for a primary term of Ten (10) years, with a cash
bonus of $690.00, and an annual delay rental of $340.00, with like amounts payable each to
landowner and State, and a royalty of One-Sixteenth (1/16), one-half payable each to
landowner and State, and a certified copy of said lease was filed in the Texas General Land
Office on May 24, 1943, in MINERAL FILE M-27698;

That the File Wrapper for MINERAL FILE M-27698 is endorsed: “(Stamped) Terminated for
failure to pay rental on or before the date specified in lease in accordance with the “unless
clause contained therein.” (Signed} “Bascom Giles, Commissioner;”

e kdedede ok ek

That on July 24 1950 MRS TINA BROOKER FITE and Husband, THOMAS W. FITE,
. am .,'J., -1, - {1 - (‘: ,.‘ . (\]:‘ T e - ‘J 1 oan ,! 1‘ T - Al ("d,,,i...,
Relmqulshment Act 011 & Gas Lease M-35741, covermg “West Half (W/ 2) of Sectmn 40, All in
Block fifty-eight (58), Public School Land,” with additional tracts, 1120.00 acres in Reeves
County, to E.M. WAHLENMAIER, for a primary term of Ten (10) years, with a cash bonus of
$2240.00, and an annual delay rental of $280.00, with like amounts payable each to
landowner and State, and a royalty of One-Sixteenth (1/16), one-half payable each to
landowner and State, and a certified copy of said lease was filed in the Texas General Land

Office on September 5, 1950, in MINERAL FILE M-35741;

That the File Wrapper for MINERAL FILE M-35741 is endorsed: “(Stamped) EXPIRED;

deded ke dedkdeodkodkode ke

That on July 26, 1950, W.B. BURCHARD and Wife, MAMIE BURCHARD, individually, and as
agent for the State of Texas, executed and delivered a State Relinquishment Act Oil & Gas
Lease M-36396, covering “Southeast one-quarter (SE/4) of Section 40, Block 58, Public
School Land, with additional tracts, 1,600.00 acres in Reeves County, to L.C.
WAHLENMAIER, for a primary term of Ten (10) years, with a cash bonus of $3,200.00, and an
annual delay rental of $0.25 per acre, with like amounts payable each to landowner and
State, and a royalty of One-Sixteenth (1/16}, one-half payable each to landowner and State,
and a certified copy of said lease was filed in the Texas General Land Office on January 12,
1951, in Mineral File M-36396;

That the File Wrapper for MINERAL FILE M-36396 is endorsed: “{Stamped) EXPIRED;

Fdkdkdddddhid

That on January 30, 1951, HENRY ALLEN, and Wife, JESSIE ALLEN; J, ROBERT CREECH
and Wife, FAY S. CREECH, individually, and as agent for the State of Texas, executed and
delivered a State Relinquishment Act Qil & Gas Lease M-36557, covering “Northeast one-
quarter of Section 40, Block 58, Public School Land,” 160.00 acres in Reeves County, to L.C.
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WAHLENMAIER, for a primary term of Ten (10) years, with a cash bonus of $400.00, and an
annual delay rental of $0.25 per acre, with like amounts payable each to landowner and
State, and a royalty of One-Sixteenth (1/16), one-half payable each to landowner and State,
and a certified copy of said lease was filed in the Texas General Land Office on April 24, 1951,
in MINERAL FILE M-36557;

That the File Wrapper for MINERAL FILE M-36557 is endorsed: “(Stamped) EXPIRED;

e e g o e e Ve e ok

That on September 3, 1965, LESTER C. WEATHERBY, individually, and as agent for the State
of Texas, executed and delivered a State Relinquishment Act Oil & Gas Lease M-58756,
covering “West One-half (W/2) of Section 40, Block 58, Public School Land,” with additional
tracts, 800.00 acres in Reeves County, to GULF OIL CORPORATION, for a primary term of
Ten (10) years, with a cash bonus of $8,00.00, and an annual delay rental of $400.00, with
like amounts payable each to landowner and State, and a royalty of One-Sixteenth (1/16),
one-half payable each to landowner and State, and a certified copy of said lease was filed in
the Texas General Land Office on November 18, 1965, in MINERAL FILE M-58756;

That the File Wrapper for MINERAL FILE M-58756 is endorsed: “(Stamped) EXPIRED;

s de e dodede e ok ooy

That on September 7, 1965, JERRY COVINGTON and his Wife DORIS ELOISE COVINGTON,
individually, and as agent for the State of Texas, executed and delivered a State
Relinquishment Act Oil & Gas Lease M-58725, covering “The Southeast one-quarter (SE/4) of
Section 40, Block 58, Public School Land Survey,” 160.00 acres in Reeves County, to GULF
OIL CORPORATION, for a primary term of Ten (10) years, with a cash bonus of $2,000.00,
and an annual delay rental of $0.50 per acre, with like amounts payable each to landowner
and State, and a royalty of One-Sixteenth (1/16), one-half payable each to landowner and
State, and a certified copy of said lease was filed in the Texas General Land Office on
September 7, 1965, in Mineral File M-58725;

That the File Wrapper for MINERAL FILE M-58725 is endorsed: “(Signed) Released;

ek e de ek dr ke

That on June 13, 1967, Jerry Sadler, Commissioner of the Texas General Land Office, awarded
the minerals in Section 40, Block 40, PSL Survey, 399.99 acres, more or less, in Reeves County,
known as FITE CLAIMS No. 1 through FITE CLAIMS No. 23, except oil, gas, and those minerals
covered by Article 5421¢-7, V.C.S., to BEAR CREEK MINING COMPANY, in accordance with
Articles 5388 to 5403 inclusive, Revised Statutes of 1925, and amendments thereto, and said
awards were filed in the Texas General Land Office on June 13, 1967, in MINERAL AWARD FILE
M-60977;

That the file wrapper for Mineral File M-60977 is endorsed: “See Min Plat Book Abs. 2664”, “23
Awards 399.99 acres $200.00 Rental”, “Plat Mkd Ptd.”, “(Stamped) FORFEITED FOR FAILURE
TO MAKE ANNUAL RENTAL PAYMENT AND DO ASSESSMENT WORK AS PRESCRIBED BY
LAW™,
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e e vl e e v sk e e e

That on January 19, 1968, pursuant to House Bill No. 196, Acts of the 60% Legislature, 1967,
Regular Session, Jerry Sadler, Commissioner of the Texas General Land Office, executed and
delivered State Sulphur Lease M-61106, covering “Southeast one-quarter (SE/4) of Section 40,
Block 58, PSL Survey, Reeves County, Texas,” to BEAR CREEK MINING COMPANY, for a cash
bonus of $4,800.00, with a primary term of Five (5) years, an annual rental of 800.00, and a
royalty to the State of One~Sixth (1/6) of the gross production of sulphur from the tract, and a
certified copy of said lease was filed in the Texas General Land Office on January 19, 1968, in
MINERAL FILE M-61106;

That the File Wrapper for MINERAL FILE M-61106 is endorsed: “(Stamped) TERMINATED;

e v o e e ke e e e

That on May 27, 1975, JERRY COVINGTON, TRUSTEE, individually, and as agent for the
State of Texas, executed and delivered a State Relinquishment Act Oil & Gas Lease M-71997,

acres in Reeves County, to GULF OIL CORPORATION, for a primary term of Five (5) years,
with a cash bonus of $4,001.25, and an annual delay rental of $80.03, with like amounts
payable each to landowner and State, and a royalty of Three-Thirty second (3/32), one-half
payable each to landowner and State, and a certified copy of said lease was filed in the Texas
General Land Office on June 13, 1975, in MINERAL FILE M-71997:

That the File Wrapper for MINERAL FILE M-71997 is endorsed: “(Stamped) EXPIRED;

e e e e vl ke o ok ke o

That on August 13, 1975, LESTER C. WEATHERBY, individually, and as agent for the State of
Texas, executed and delivered a State Relinquishment Act Oil & Gas Lease M-72164, covering
West One-half (W/2) of Section 40, Block 58, Public School Land,” with additional tracts,
800.00 acres in Reeves County, to GULF OIL CORPORATION, for a primary term of Five (5)
years, with a cash bonus of $20,000.00, and an annual delay rental of $400.00, with like
amounts payable each to landowner and State, and a royalty of Three-Thirty second (3/32),
one-half payable each to landowner and State, and a certified copy of said lease was filed in
the Texas General Land Office on September 13, 1975, in MINERAL FILE M-72164;

That the File Wrapper for MINERAL FILE M-72164 is endorsed: “(Stamped) EXPIRED;

e e e e e e e e e e

That on May 12, 1980, JESSIE B. ALLEN, a widow, individually, and as agent for the State of
Texas, executed and delivered a State Relinquishment Act Oil & Gas Lease M-82269, covering
“All of the East Half of the Northeast Quarter (E/2 NE/4) of Section 40, Block 58, PSL Survey,
and more particularly described in that certain Patent recorded in Volume 6, Page 428 of the
Patent Records of Reeves County,” containing 80.00 acres, to BORDER EXPLORATION
COMPANY, for a primary term of Three (3) years, with a cash bonus of $4,000.00, and an
annual delay rental of $40.00, with like amounts payable each to landowner and State, and a
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royalty of One-Fourth (1/4), one-half payable each to landowner and State, and a certified
copy of said lease was filed in the Texas General Land Office on July 12, 1980, in MINERAL
FILE M-82269;

That the File Wrapper for MINERAL FILE M-82269 is endorsed: “{(Stamped) EXPIRED;”

% e dedede ok ok ok

That on May 12, 1980, J. ROBERT CREECH and wife FAY S. CREECH, individually, and as
agent for the State of Texas, executed and delivered a State Relinquishment Act Oil & Gas
Lease M-82270, covering “All of the West Half of the Northeast Quarter (W/2 NE/4) of Section
40, Block 58, PSL Survey, and more particularly described in that certain Patent recorded in
Volume 6, Page 428 of the Patent Records of Reeves County,” containing 80.00 acres, to
BORDER EXPLORATION COMPANY, for a primary term of Three (3) years, with a cash bonus
of $4,000.00, and an annual delay rental of $40.00, with like amounts payable each to
landowner and State, and a royalty of One-Fourth (1/4), one-half payable each to landowner
and State, and a certified copy of said lease was filed in the Texas General Land Office on July
12, 1980, in MINERAL FILE M-82270;

That the File Wrapper for MINERAL FiLE M-82270 is endorsed: “(Stamped) EXPIRED;”

sededk dede ok el ok

That on October 13, 2004, LESTER CHARLES WEATHERBY, JR., individually, and as agent
for the State of Texas, executed and delivered a State Relinquishment Act Oil & Gas Lease M-
104548, covering “Southwest Quarter (SW/4) of Section 40, Public School Land Survey,”
included other tracts, 1120.00 acres in Reeves County, to PETRO-HUNT, L.L.C,, for a primary
term of Five (5) years, with a cash bonus of $84,000.00, and an annual delay rental of
$560.00, with like amounts payable each to landowner and State, and a royalty of One-Fifth
(1/5), one-half payable each to landowner and State, and a certified copy of said lease was
filed in the Texas General Land Office on April 4, 2005, in MINERAL FILE M-104548;

That the latest rental payment for State Qil & Gas Lease M-104548, for the period October 13,
2006, to October 13, 2007, was received in the Texas General Land Office on September 18,
2006;

et deodededeo

That on February 18, 2005, DELA MINERALS, INC., individually, and as agent for the State of
Texas, executed and delivered a State Relinquishment Act Oil & Gas Lease M-104778,
covering “Southeast Quarter (SE/4) of Section 40, Block 58, Public School Land Survey,” with
additional tracts, 1,095.22 acres in Reeves County, to PETRO-HUNT, L.L.C., for a primary
term of Three (3) years, with a cash bonus of $118,152.00, and an annual delay rental of
$787.68, with like amounts payable each to landowner and State, and a royalty of One-
Fourth (1/4), one-half payable each to landowner and State, and a certified copy of said lease
was filed in the Texas General Land Office on June 9, 2005, in Mineral File M-104778;
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That the latest rental payment for State Oil & Gas Lease M-104778, for the period February
18, 2006, to February 18, 2007, was received in the Texas General Land Office on January
23, 2006; :

e ek o dedokok

IN TESTIMONY WHEREOQOF, I hereto set my hand and seal of said office the first date above
written.

JERRY E. PATTERSON
COMMISSIONER OF THE GENERAL LAND OFFICE

JEP/wt

hfalanls Jala P Callime /ONYTTON RTINSO TIORITE 2 MATUSON

Street Address PO Box 2776

City and State Midland, TX 79702-2776

Fee: $2100.00 '

Account No. N/A

Dicta No. 2007-42
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PAYEE: DETACH THIS PORTION BEFORE CASHING CHECK
L]

PETRO-HUNT, L.L.C.

JPMorgan Chase Bank, N.A.

1601 Elm Street, Suite 3400 Jefferson County Paget uid
. 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 Sep-11-2006 7005104 $18.80
LEASE NUMBER ORIGINAL LESSOR/LEASE NAME DATE 09/11/06 CHECK NO 7005104
118*1018682 DRAKE JANE COVINGTON
RENTAL PERIOD
LEASE DATE MONTHS FROM TO FILE ID
10/20/04 12 10/20/06 10/20/07 €B350-0012-003 -
PAYMENT AMOUNT 18.80 " e
sses PAYMENT TYPE #*e®e** DELAY RENTAL ¢se»
BANK SERVICE CHG
TO BE CREDITED TO ADDITIONAL TEXT
TOTAL AMOUNT 18 .80
OWNER # 58207
TEXAS GENERAL LAND OFFICE =4
1700 N CONGRESS AVENUE ROOM 60
AUSTIN, TEXAS 78701
RECORDED BOOK 700 PAGE B3 ENTRY
PROSPECT N W TOYAH PROSPECT "
COUNTY/PARISH REEVES STATE TX
TRACT NO 18740
LEGAL DESCRIPTION

REEVES COUNTY

SCHOOL LAND SURVEY SEC.

TEXAS BLOCK 58,
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ALL BEING

615.00 ACRES MORE OR LESS

M-104778 0
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PETRO-HUNT, L.L.C.

PAYEE: DETACH THIS PORTION BEFORE CASHING CHECK

Vv

JPMorgan Chase Bank, N.A.

1601 EIm Street, Suite 3400 Jefferson County Ehpniy of s
- 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 Sep-11-2006 7005102 $18.80
LEASE NUMBER ORIGINAL LESSOR/LEASE NAME DATE 09/11/06 CHECK NO 7005102
118*1018681 HENDERSON ANN COVINGTON
RENTAL PERIQD
LEASE DATE MONTHS FROM TO FILE ID .
10/20/04 12 10/20/06 10/20/07 68350-0012-002 : . -
PAYMENT AMOUNT 18.80 sans

*%as PAYMENT TYPE ®**** DELAY RENTAL #w®es« .
BANK SERVICE CHG

TO BE CREDITED TO ADDITIONAL TEXT / tessse
TOTAL AMOUNT 18.80 .

OWNER # 58207 ee ®
TEXAS GENERAL LAND OFFICE .
1700 N CONGRESS AVENUE ROOM 60 / *e &
AUSTIN, TEXAS 78701 .
RECORDED  BOOK 700 PAGE 103 ENTRY she e
PROSPECT N W TOYAH PROSPECT P L] as
COUNTY/PARISH REEVES STATE TX =

| TRACT NO 18740 aese

| LEGAL DESCRIPTION ¥ s

REEVES COUNTY TEXAS BLOCK 58, PUBLIC
SCHOOL LAND SURVEY SEC. 42: ALL BEING
615.00 ACRES MORE OR LESS
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PAYEE: DETACH THIS PORTION BEFORE CASHING CHECK

PETRO-HUNT, L.L.C. /

JPMorgan Chase Bank, N.A.

1601 Elm Street, Suite 3400 Jefferson County Rige 1. ot1
. 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 Sep-11-2006 7005100 $18.80
LEASE NUMBER ORIGINAL LESSOR/LEASE NAME DATE 09/11/06 CHECK NO 7005100
118+1018680 COVINGTON TED MICHEAL
RENTAL PERIOD
LEASE DATE  MONTHS FROM TO FILE ID
10/02/04 12 10/02/06 10/02/07 68350-0012-001 s Jne
PAYMENT AMOUNT 18.80 seee
s4ss PAYMENT TYPE **** DELAY RENTAL **++ -
BANK SERVICE CHG
TO BE CREDITED TO ADDITIONAL TEXT P8
TOTAL AMOUNT P 18.80 .
OWNER # 58207 4 ee o
TEXAS GENERAL LAND OFFICE i
1700 N CONGRESS AVENUE ROOM 60 s o
AUSTIN, TEXAS 78701 .
RECORDED  BOOK 700 PAGE 93 ENTRY —
PROSPECT N W TOYAH PROSPECT .
COUNTY/PARISH REEVES STATE TX L A
TRACT NO 18740 - e
LEGAL DESCRIPTION L

REEVES COUNTY TEXAS BLOCK 58,
SCHOOL LAND SURVEY SEC.

PUBLIC
42: ALL BEING

615.00 ACRES MORE OR LESS
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PAYEE: DETACH THIS PORTION BEFORE CASHING CH;,CK

PETRO-HUNT, LLC. +

JPMorgan Chase Bank, N.A.

1601 Eim Street, Suite 3400 Jefferson County Page.1 ot
- Dallas, Texas 75201 8200 Hwy 69 O 7 O 2 3 3 6 6
(214) 880-8400 Port Arthur, Texas 77640
OWNER NAME OWNER NO. DATE CHECK NUMBER /AMOUNT
TEXAS GENERAL LAND OFFICE Jan-12-2007 7005454 V $393.84
LEASE NUMBER ORIGINAL LESSOR/LEASE NAME DATE 01/12/07 CHECK NO ?é;é‘?l

118*1021624 DELA MINERALS INC
RENTAL PERIOD
FROM TO

02/18/07 02/18/08

LEASE DATE
02/18/05

MONTHS
12

«ee*s PAYMENT TYPE **** DELAY RENTAL

TO BE CREDITED TO ADDITIONAL TEXT
OWNER # 58207

TEXAS GENERAL LAND OFFICE

1700 N CONGRESS AVENUE ROOM 60
AUSTIN, TEXAS 78701

RECORDED  BOOK 707 PAGE 241
PROSPECT N W TOYAH PROSPECT
COUNTY/PARISH REEVES

TRACT NO 23070

LEGAL DESCRIPTION

REEVES COUNTY TEXAS BLOCK 58, PUBLIC
SCHOOL LAND SURVEY SEC. 39: E/2 SEC,
40: SE/4 SEC. 42: ALL BEING 1,095.22
ACRES MORE OR LESS

ENTRY

STATE TX

N

FILE ID
683150-0050-001

PAYMENT AMOUNT
BANK SERVICE CHG

TOTAL AMOUNT
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PAYEE: DETACH THIS PORTION BEFORE CASHING CHECK

-, /
\ PETRO-HUNT, L.L.C. JPMorgan Chase Bank, N.A. Piset o4
1601 Elm Street, Suite 34 Jefferson County ke
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 Nov-30-2007 4124026 $4,639.00
VOUCHER VENDOR INV # INV DATE TOTAL PRIOR PMTS NET
AMOUNT & E;ggOUNTS AMOUNT

11AP4083 112707-AA 11227/07 4,639.00 0.00 4,639.00

"MINERAL #M-104778"
TOTAL INVOICES PAID

%
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(&)
A"
3
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*4,639.00
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1601 ELM STREET, STE 3400
THANKSGIVING TOWER
DALLAs, TeExas 75201-7201

TEL: 214-880-8400
Fax: 214-880-7101

December 28, 2007

State of Texas General Land Office
1700 N. Congress Avenue, Room 600
Austin, Texas. 78701

Attn: Mr. Drew Reid

Gentlemen:
Enclosed please find payment for one-half of the bonus consideration due for six (6) Oil and

Gas leases taken in Reeves County, Texas and the appropriate application and/or filing fees. A
breakdown of payment for each lease is as follows:

Jud O. Roberts Living Trust 10/09/07 $260,000.00 - Lease Bonus

Bank of America, Agent $100.00 - Application Fee

#M-104525 $25.00 - Filing Fee

The S/2 of Sec. 4, & all of Sec. 10 and 11 Total: $260,125.00 - check #4125234

Blk. 59, PSL . Survey.

Sharon N. Edmonson 09/05/07 $5,962.20 - Lease Bonus
#M-107682 No Application Fee Necessary
The N/2 & the SE/4 of Sec. 158, $25.00 - Filing Fee
Blk. 13, H&GN Ry. Co. Survey. Total: $8,987.20 - check #4125235
{ Ann Covington Henderson 10/21/07 $6,107.40 - Lease Bonus Seesne
#M-104778 No Application Fee Necessary e
)Sec. 42, Blk. 58, PSL Survey $25.00 - Filing Fee
( Total: $6,132.40 - check #4125238
\ -n » L] -
]‘ Jane Covington Drake 10/21/07 $1,875.00 - Lease Bonus ..
#M-104778 No Application Fee Necessary ks
Sec. 42, Blk. 58, PSL Survey. $25.00 - Filing Fee e
> Total: $6,132.40 - check #4125236 ¢ yets]
Don O. Bomar 10/20/07 $23,562.50 - Lease Bonus
#M-104956 $100.00- Application Fee
NW/4 of Sec. 20, Save and Except 15 acres in $25.00 - Filing Fee

The NW/4 of the NW/4, Blk. 58, PSL Survey Total: $23,687.50 - check #4125237




1601 E1mM STREET, STE 3400
THANKSGIVING TOWER
Davras, Texas 75201-7201

,“> .5 Ted Michael Covington
( #M-104778
Sec. 42, Blk. 58, PSL Survey

10/21/07

TEL: 214-880-8400
Fax: 214-880-7101

$6,107.40 - Lease Bonus

$100.00 - Application Fee

$25.00 - Filing Fee

Total: $6,232.40 - check #4125239

Also enclosed, please certified copies of each of the aforementioned leases for your files. If you
should have any questions, my phone number is 214-880-8491.

Warm regards,
"

Elena White
Land Department

¢ ) | Y
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PAYEE: DETACH THIS PORTION BEFORE CASHING CHECK

PETRO-HUNT, L.L.C. : JPMorgan Chase Bank, N.A. Pade 1 of 1
1601 Elm Street, Suite 3400 Jefferson County el S
Dallas, Texas 75201 8200 Hwy 69
(214) 880-8400 Port Arthur, Texas 77640
(-_(WI;A;'IE?“ o ] ownerno | oatE || CHECKNUMBER | T AMOUNT
‘ TEXAS GENERAL LAND OFFICE 58207 Dec-26-2007 4125239 $6,232.40
VOUCHER VENDOR INV # INV DATE TOTAL PRIOR PMTS NET
I S . AMOUNT & DISCOUNTS 74\MO[J§T__ )
12AP3459 121907-E 12/19/07 6,232.40 0.00 6,232.40
"MINERAL #M-104778"
TOTAL INVOICES PAID ﬁ 6,232.40
2
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PAYEE: DETACH THIS PORTION BEFORE CASHING CHECK

. - PETRO-HUNT, L.L.C. / JPMorgan Chase Bank, N.A. Pace t ol
1601 EIm Street, Suite 3400 Jefferson County WL
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 Dec-26-2007 4125236 $6,132.40

VOUCHER VENDOR INV # INV DATE TOTAL PRIOR PMTS NET
AMOUNT & DISCOUNTS AMOUNT

12AP3462 1215907-B 12/19/07 6,132.40 0.00 6,132.40

"MINERAL #M-104778"
TOTAL INVOICES PAID ﬁ 6,132.40

\ 2
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PAYEE: DETACH THIS PORTION BEFORE CASHING Cl’/‘IECK

! PETRO-HUNT, L.L.C. /
1601 Elm Street, Suite 3400
Dallas, Texas 75201
(214) 880-8400

JPMorgan Chase Bank, N.A.
Jefferson County
8200 Hwy 69
Port Arthur, Texas 77640

Page 1 of 1

OWNER NAME ' o - T ownerno "~ DATE || CHECKNUMBER | T AMOUNT
TEXAS GENERAL LAND OFFICE 58207 Dec-26-2007 [IL 4125238 $6,132.40
VOUCHER VENDOR INV # INV DATE TOTAL PRIOR PMTS NET
S o - - - - ~ AMOUNT = & DISCOUNTS ~ AMOUNT
12AP3471 121907-D 12/19/07 6;132.40 0.00 6,132.40
"MINERAL #M-104778"
6,132.40

A

TOTAL INVOICES PAID

_J







1601 ELmMm STREET, STE 3400
THANKSGIVING TOWER
DAvLLAs, TExas 75201-7201

TEL: 214-880-8400
Fax: 214-880-7101

January 21, 2008

State of Texas General Land Office
1700 N. Congress Avenue, Room 600
Austin, Texas. 78701.

Attn: Mr. Drew Reid

Mr. Reid:

Enclosed please find Petro-Hunt, LLC's payment for one-half of the bonus consideration
due for two Oil and Gas Leases taken in Reeves County, Texas as well as payment for
the appropriate Filing and application fees. A breakdown of payment for each lease is
as follows:

The Estate of Nellie May Gohlke: 4/06/2007 $4,614.00- Lease Bonus
Section 42, Block 58 $25.00- Filing Fee

PSL Survey 4,639.00- Total

Kelly H. Baxter: 11/15/2007 $393.60- Lease Bonus
The Northerly 110 Varas of the $25.00- Filing Fee

SE/4 of Sec. 41, Block 58 $100.00- Application Fee
PSL Survey $518.60- Total

A Certified copy of the above state lease is also enclosed. If you have any questions
please give me a call at 214-880-8493.

Yours Very Truly,

|

Ul g~ 7?‘! i / 7,

William A. Hearne




DOUG FERGUSON

OIL & GAS LANDMAN
TEL 432 6884-45a42

606 WEST TENNESSEE, SUITE 100 P.O. BOX 432, MIDLAND, TEXAS 79702 FAX 432 683-8450
MIDLAND, TEXAS 70701 dwi@ollproperties.com

January 11, 2008

Via LoneStar Overnight /
.._—--_"-——-—

wiaa LD \ean@

\OSxZ9g™ —E\HT

Mr.Drew Reid TR
General Land Office of the State of Texas /

1700 N. Congress Avenue O

Austin, TX 78701 |oYn g ~ Uz e O
Re: Section 42, Block 58, PSL Survey:

N110 Varas of the SE/4 of Section 41, Block 58, PSL Survey;

-
~

Dear Mr. Reid:

Enclosed please find two copies of original Mineral Classified OGL’s, the originals are
being recorded. Please provide M# for these leases. These leases are included in our
application for a pooling hearing at the end of the month.

Section 42 has been assigned M#'s. The Baxter OGL covers the N110 Varas of the SE/4
of Section 41, for which I have enclosed my check in the sum of $100.00 to cover your
fee.

Sincerely,

V

\_—f"'}

Doug Ferguson

DWF:rjc
Enclosure



PAYEE DETACH THIS PORTION BEFORE CASHING CHE}K”'

- ; PETRO-HUNT, L.L.C. V/ JPMorgan Chase Bank, N.A. Pp——
1604 Elm Street, Suite 3400 Jefferson County el e
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 Jan-21-2008 4126570 Y $4,639.00
VOUCHER VENDOR INV # 1INV DATE TOTAL PRIOR PMTS V U NET
AMOUNT & DISCOUNTS AMO
01AP539 012108 01/21/08 4,639.00 0.00 4,639.00
"MINERAL OWNER THE ESTATE OF NELLIE MAY GOHLKE PYMT.FOR 1/2 BONUS CONSIDERATI
TOTAL INVOICES PAID 4,639.00
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T DOUG FERGUSON / LAND ACCOUNT J

.« ¢ annerél Land Office - State of Texas
6600 - G_LO ’

¢

General Land Office - Texas

o :;@w
,—D( e

<«

L

DWF-Land Account Filing Fee

DOUG FERGUSON / LAND ACCOUNT

General Land Office - State of Texas

6600 - GLO General Land Office - Texas

DWEF-Land Account

Filing Fee

1/11/2008
\ 100.00

100.00

34707

1/11/2008
100.00

100.00




File No.

MmeEL0 4118 /A,
P, t D tan o |

Date Filed: [=/L—p&

Jerry E. Pattersor%\issioner
By




)

” MY Jou?7d
Ch ak Matt Thompson
esape e Associate Landman - Perntian South

ENERGY

April 23, 2008

VIA OVERNIGHT COURIER
AND FACSIMILE (512) 475-1543

Mr. Robert Hatter

Texas General Land Office
1700 N. Congress Ave.
Suite 935

Austin, Texas 78701-1495

Re: Notification of Operations
Block 58 State 42 #1H
Section 42, Block 58, Public School Land Survey
Reeves County, Texas

Dear Mr. Hatter:

This letter shall serve as Chesapeake Operating, Inc's ("Chesapeake”) notice prior to
operations on the referenced well as required in Paragraph 10 (B) of the Relinquishment Act
Lease Form.

It is anticipated that the above referenced well should commence operations sometime in the
near future. Enclosed you shall find a copy of the survey plat, the Application for Permit to Drill,
the Certificate of Pooling Authority, and the pooling plat all filed with the Texas Railroad
Commission by Chesapeake. Additional information will be provided later as it becomes
available.

Should you have any questions, please do not hesitate to call me at (405) 879-3141.

Sincerely,

e Operating, Inc.

tt Thomps

Enclosures

Chesapeake Energy Corporation
PO. Box 18496 ¢ Oklahoma City, OK 73154-0496 ¢ 6100 N. Western Avenue ® Oklahoma Ciry, OK 73118
405.879.3141 » fax 405.767.4251 » mthompson@chkenergy.com



RAILROAD COMMISSION OF TEXAS
OIL & GAS DIVISION

PERMIT TO DRILL, DEEPEN, PLUG BACK, OR RE-ENTER ON A REGULAR OR ADMINISTRATIVE EXCEPTION LOCATION

PERMIT NUMBER DATE PERMIT ISSUED OR AMENDED DISTRICT
649786 (AMENDED) May 13, 2008 * (8
API NUMBER FORM W.I RECEIVED COUNTY
42.389-32497 Apr 23, 2008 REEVES
TYPE OF OPERATION WELLBORE PROFILE(S) ACRES
NEW DRILL Horizontal 1280
OPERATOR 147715 NOTICE

CHESAPEAKE OPERATING, INC.

This permit and any allowable assigned may he
revoked if payment for fee(s) submitted to the
Commission is not honored.

District Office Telephone No:

(432) 684-5581

LEASE NAME
BLOCK 58 STATE 42

WELL NUMBER
1H

LOCATION
7.9 miles NW direction from TOYAH

TOTAL DEPTH
13000

Scction, Block and/or Survey
SECTION =€ 42
SURVEY o PSL/ASPIN, F

BLoCK <€ 58

ABSTRACT € 3155

DISTANCE TO SURVEY LINES

805 ft. S'LY SOUTH 1137 . S'LY E

DISTANCE TO NEAREST LEASE LINE
863 ft.

DISTANCE TO LEASE LINES

805 ft. SOUTH 3794 ft. WEST

DISTANCE TO NEAREST WELL ON LEASE
See FIELD(s) Below

FIELD(s) and LIMITATIONS:

* SEE FIELD DISTRICT FOR REPORTING PURPOSES *

FIELD NAME
LEASE NAME

WILDCAT
BLOCK 58 STATE 42

RESTRICTIONS: This is a hydrogen sulfide field.
Lateral: TH1
Penetration Point Location
Lease Lines: B63.0 FS L
3867.0 F W L
Terminus Location

BH County: REEVES

ACRES DEPTH WELL # DIST

NEAREST LEASE NEAREST WE

1280.00 13,000 1H 08
863 0

This well shall be drilled in accordance with SWR 36,

Section: 41 Block: &8 Abstract:
Survey: PSL
Lease Lines: 1548.0 F N L
3579.0 FE L
Survey Lines: 1M0.0 FW L
580.0 F S L
TOYAH, NW (SHALE) 1280.00 13,000 1 08
BLOCK 58 STATE 42 863 0
WELLBORE PROTILE(s) FOR FIELD: Horizontal
RESTRICTIONS: Lateral: TH1
Penetratisn Paint Iacation
Data Validation Time Stamp: May 13, 2008 8:28 AM( 'As Approved' Version ) Pape 20f3
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56 31
ALl 32
4 LLLLLLLS S 22IVIIIIIIVIIY v
4
/ eRIECTD B0t ToM I | r-0177 /
/] FACLge T SECTION 49 [~
/ LAT: 314870 BLOCK /
/ _LON. ~103 8r3¥ . ) P
Y "ﬁ'_/"’f’g'_‘r"—;ﬁ——-—-;
A-3135 | {
/
SECTION 42 pZ
37 BLOGK 58 A #
/ PeL Sk o® L
/] 2% 140
< 308
; CRtdca bt P RE. MONTCOMERY SURVEY ;
0 » T
/ 28 Lo Crgh ;f‘: - |/
A T T —— ——— 'h'lgﬁ—-“‘" PAOLCTED PO TATON POMT %
/| Bz . %
I )
VIS
a8 /4/3////////_/_/7777/7777777- 45
® PROJCTED SURFACE LOCATION OF THE 42-1H ST
1137 FEL AND 805 FSL OND. ELEV.# 3012
SECTION 42, BLOCK 58, P.5L N
NAD 27 LAT: JL41097 LON: =103 884447
@& PROLECTED PENETRATION POINT
1064° FEL AND 85X F5L
SECTION 42 BLOCK 58, P.5.L "
NAD 27 LAT: J1.41116° LON: =103 88421 H\ E‘
1'(#"
© PROJCTED BOTIOM HOLE LOCATION Ny
1700° FW & 580° FSL
SECTION #1, BLOCK 58 P.SL
NAD 27 LAT: 3141097 [ON: =103 88444°
(NAD 27 COORDS. PROVIDED BY CHESAPEAKE}
NAD 83, TEXAS CENTRAL ZONE COORDINATES (HERE POS”TON)
SURFACE LOCATION; N=]10494652.6°, E=T1189024.7",
o ® f MO0 PEET

LATITUDE = 31724°40. 5", LONGITUDE=~=10353'03.7",

ECARMCE WD DTAeCES M SN0 W0 8] T

NOTE: THIS PERMIT PLAT HAS BEEM PREPARED) FROM A CERTIFED SU‘?\EY PLAT
ON FLE N THE OFFICE OF WATSON & ASSOCIATES, MIDLAND, TEXAS

APPROXIMAYELY 7.9 MILES NORTHWEST OF TOYAH, TEXAS.

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

L THE UNDERSIGNED, DO MERPLEY CERTIFY THAT THE SURVEY INFDRMA TON

FOUND OGN THIS PLAT WAS CERIVED FROW ACTUAL FIELD NOTES OF

O - THE-GROUND SURVE YS MADE BY ME OR LNGER MY SUPERVISION AND

1S JRUE AND CORRECT TQO THE PEST OF MY KNOWLEDCE AND BELIEF. NO

WLRRANTY |5 MADE OR INTENDED FOR THE L OCATION OF ANY OR ALL

ortf EASEMENTS TWAT LAY EXIST WTHIN THE BOUNDS OF THIS SURVEY  [HE
INFORMA TION PRESENTED HEREON IS FOR THE FRIVATE USE OF THE PARTY

NAMED i THE REFERENCE PORTION™ OF PHE RILE BLOCK AND DOES NOT

CONSHTUTE A COMPLETE BOUNDARY SURVEY AS DEFINED BY TME

PROFESSIONAL LAND SURVEWING PRACTEES ACT ©

rss\"."' .
4/ w55, -\Jd‘d-

'\r\igjbf

5
L
SSTIATES IF Xlgg b o wrmpm

FRLE: M- \BLOCK PSL\dwg\BLOCK 5% PSL 6 30 07 corison.dwy

[E:EH‘:E}:BM CHESAPEAKE OPERATING, INC.,

BT o BLOCK 58 STATE 42-1H ST

XCTLANE, TEXAS 7870 SURF. LOC. 805" FSL & 1137' FEL, SEC. 42,

lpﬁmﬂm B.H.L. SB0'FSL & 1700' FWL, SEC. 41,

Pt Forarsgam BLOCK 58, P.5.L., REEVES COUNTY, TEXAS.
CONSULTING ZNSINEERS, LANT SURVEYTRS & PLANNTRS JOg NO: W-8125-08  FIFLD BOOX ORAFT CHS Ry 1

e WK
Lo



AR 42-389-32497

Application Status #

649786
SWR Exception Case/Docket No

RAILROAD COMMISSION OF TEXAS
OIL & GAS DIVISION

APPLICATION FOR PERMIT TO DRILL, RECOMPLETE, OR RE-ENTER

This facsimile W-1 was generated electromically from data submitied to the RRC
A certification of the automated data is avarlable in the RRC's Austin office

FORM W-1

07/2004

Permit Status:  Pending Approval
The RRU has not approved this application
Duplication or distribution of informatton 13 ar

the user’s own risk

I RRC Operator No

2 Operator's Name (as shown on form P-5, Organization Report)

3 Operator Address (include street, city, state, zip)

147715 CHESAPEAKE OPERATING, INC.
4 Lease Name 5 Well No
BLOCK 58 STATE 42 1H
GENERAL INFORMATION
6. Purpose of filing (mark ALL appropnate boxes) X New Drill D Recompletion O Reclass U Fedd Transfer ] Re-Enter
E Amended D Amended as Drilled (BHL) (Also File Form W-1D)
7 Wellbore Profile {(mark ALL appropriate boxes) O Vertical X Horizontal (Also File Form W-1H) O Directional (Also File Form W-1D) O Sidetrack
8 T \ ’ =
ol nr;‘glooo ;nga)]'::nﬁ:tanm: ::::::::,ﬁf_;:!?p the @ Yes O No 10 Is this well subject to Statewrde Rule 36 (hydrogen sulfide arca)? g] Yes :] No
SURFACE LOCATION AND ACREAGE INFORMATION
I1. RRC Dustnct N 12.C ‘.
S 08 - REEVES 13 Surface Location Land [J Bay/Estuary O inland Waterway L/ Offshore
14 This well 15 1o be located 7.9 miles i a NW direction from Toyah which is the nearest town in the county of the well site
15 Section 16 Block 17. Survey 18 Abstract No 19 Distance 1o nearest lease line 20 Number of contiguous acres in
42 58 PSUASPIN, F A-3155 863 ft | lease, pooled unt, or unitzed ract 1280

21 Lease Perpendiculars 805 ft from the SOUTH line and 3794 fit from the WEST line

22 Survey Perpendiculars 805 ft from the S'LY SOUTH hneand __ 1137  fifromthe SLYE line

23 Is this a pooled unit” E] Yes D No 24 Unitization Docket No 25 Are vou applying for Substandard Acreage Field”? O Yes (attach Form W-1A) E No
FIELD INFORMATION  List all fields of anticipated completion including Wildcat. List one zone per line.
26 RRC 27 Freld No 28 Fieid Name (exactly as shown in RRC records) 29 Well Type 30 Completion Depth 31 Distance to Nearest 32 Number of Wells on
District No Well in this Reservour this lease 1n this

Reservoir
08 00018001 WILDCAT Qil or Gas Well 13000 0.00 1
< see Page 2 for additional Fields >

BOTTOMHOLE LOCATION INFORMATION is required for DIRECTIONAL, HORIZONTAL, AND AMENDED AS DRILLED PERMIT APPLICATIONS (see W-1H attachment)

Remarks
[FILER Apr 23, 2008 3.54 PM]: Amend operator and lateral

Certificate:

I ceruify that information stated in this application 15 true and complete, to the
best of my knowledge

Bill Spencer Apr 23, 2008
Name of filer Date submutied
12)9181 in@sbcglobal.
RRC Use Only Data Validation Time Stamp Apr 23, 2008 3:55 PM{( Current Version ) Pht{f!: 29181002 E-mail Eis;?f(?P%N'\L? oo het
o ey . . . Page 10of3
- & & » aee L] aes
- . ® 8 ® 8 = .
. " s » . " @ -
- . L -




RAILROAD COMMISSION OF TEXAS

Permit Status:  Pending Approval W-1 Supplemental Field Data
ermit Status 97ep OIL & GAS DIVISION 0772004
The RRC h t d th lication.

Duphcation or drstrabutron of infomtion 1 at APPLICATION FOR PERMIT TO DRILL, RECOMPLETE, OR RE-ENTER Status # 649786

the user’s own risk Thus facsimile W-1 was generated electronically from data submuted 1o the RRC. .
A certification of the automated data is available in the RRC's Austin office. Approved Date:
| RRC Operator No. [ 2. Operaler's Name (exactly as shawn on form P-3, Organization Report) 3. Lease Name 4. County
147715 CHESAPEAKE OPERATING, INC. BLOCK 58 STATE 42 REEVES
ADDITIONAL FIELD INFORMATION  { continued from Page 1)
26. RRC |27 Ficld No. 28. Field Name (exactly as shown in RRC records) 29 Well Type 30. Completion 31. Dustance 1o 32. Number of Wells]33. Total
District No Depth Nearest Well on this lease in Acres
in this Reservour this Reservoir
038 90890700 TOYAH, NW (SHALE) Gas Well 13000 0.00 1 1280
Lease Name & Well Number Surface Lease/Unat Perpendiculars Wellbore Profiles
BLOCK 58 STATE 42, Well No. 1 805 ft from SOUTH line; 3794 ft from WEST line Harizontal

Page 2 of 3




RAILROAD COMMISSION OF TEXAS Form W-1H 07/2004
OIL & GAS DIVISION Supplemental Horizontal Well 1nformation

Permit Status:  Pending Approval

The RRC h ved thi, /i .
Duplication or dissbution of infoemation s APPLICATION FOR PERMIT TO DRILL, RECOMPLETE, OR RE-ENTER Status # 649786

at the user’s own risk.

This facsumile W-{ was generated electronically from data submuted ro the RRC.

A certification of the awtomated data is available in the RRC's Austin office. Approved Date: |
1. RRC Operator No. | 2. Operator's Name (exactly as shown on form P-3, Organization Report) 3. Lease Name 4. Well No. |
147715 CHESAPEAKE OPERATING, INC. BLOCK 58 STATE 42 1H

Lateral Drainhole Location Information
5. Field as shown en Form W-] WILDCAT (Field # 00018001, RRC District 08)

6. Section 7. Block 8. Survey 9. Abstract 10 County of BIIL
1 58 PSL EEVES
11 Terminus Lease Line Perpendiculars
1548 fi. frorn the N line. and 3579 ft. from the E line

12. Terminus Survey Line Perpendiculars

1700 ntromine W fine. and ___ 580 ft. rom the ] fine

3. Penetration Point Lease Line Perpendiculars

863 N, from the S line. and 3867 fi. from the W fine

5. Field as shownon Form W-1  TOYAH, NW (SHALE) (Field # 90890700, RRC District 08)

6. Section 7. Bluck 8 Survey 9. Abstract 10. County of BHL
41 58 PSL EEVES
il. Terminus Lease Line Perpendiculars
___11§_Q__n. from the N line. and 4567 fi. rom the E line
12, Terminus Survey Line Perpendiculars
988 ft. from the S line. and 712 ft. from the W line
13. Penctration Point Lease Line Perpendiculars
1224 ft. from the S line. and 4068 f1. from the W line

% o’ H oes M Page 3of3



RALROAD COMMISSION OF TEXAS CERTIFICATE OF P-12

POBci2067 POOLING AUTHORITY

www TC slafe. (x us Revised 052001

1 Field Neme(s) 2 Lease/iD Number ( assgned) | 3 RRC Distict Number
All Fields 08

4. Operator Name S Operator P-5 Number 6. Well Number
Chesapeake Operating, Inc. 147715 1H

7 Pooled Uit Name 8. API Number 9. Purpose of Filing
Block 58 State 42 [a Driting Permit (W-1)

10. County 11, Total acres in pooled unit
Andrews 1280 [0 compietion Report

DESCRIPTION OF INDIVIDUAL TRACTS CONTAINED WITHIN THE POOLED UNIT

TRACT/PLAT TRACT ACRES IN TRACT INDICATE UNDIVIDED INTERESTS
JIDENTFIER NAME _ (Seginst 8Tbelow) _ _  UNLEASED  NON-PQOLED
1 GLO 129.00 l_J I—J
2 Moranetz 133.0 N O
3 Armstrong 18.6 w 1
4 Kelly Baxter 24 =l m
5 Catherine F. Wall Trust A 615.00
[1 [1
6 Fasken Foundation 382.00 n M
1 il
[ 1
1 Ll
B 11
CERTIFICATION.

| declare under penalties prescribed pursuant to the Sec. 91.143, Texas Natural Resources Code, that | am authorized to make the
foregoing statements and that the information provided by me or under my direction on this Certificate of Pooling Authority Is true,
aﬁ. 1, and complete to the best of my knowledge

Bill G. Spencer
Signture Print Name
Consultant bgsaustin@sbcglobal.net 04/21/2008 (512) 918-1062
Title E-mail f svatabio) Date Phone

INSTRUCTIONS — Reference: Statewide Rules 31, 38 and 40

1.  When two or more lracts are pooled to form a unit to obtain a driling permit, file completion paperwork, or reform a pooled unit pursuant to
Rule 38(d)(3) the operator must file an original Certificate of Pooling Authority and certified plat.

2. The certified plat shall designate each tract with an oulline and a tract identifier. The tract identifier on the plal shall correspond to the tract
identifier and associated information listed on the Certificate

3. If within an Individual tract, a non-pooled and/or unleased interest exists, indicate by checking the appropriate box

4. If the Purpose of Filing Is to obtain a drilling pormit, in box #1 list all applicable fields separately or enter "All Fields” if the Certficate pertains

to all fields requested on Form W-1,

If the Purpose of Filing is to file compietion paperwork, enter the applicable field name in box #1 for the compietion.

Idantify the drill site tract with an * to the left of the tract identifier

The total number of acres in the pooled unit in #11 should equal the total of all acres in the individual tracts listed.

N

1 1

BEIEEY R




File No. ))7%? (1977 X
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[LC QIQW
Date Filed: /MO g

Jerry Patteréon, Commissioner

By. @_0/
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CHESAPEAKE OPERATING, INC. PO. BOX 18496 OKLAHOMA CITY, OK 73154
b LEASE OBLIGATION DEPOSIT RECEIPT

WE HAVE THIS DAY  gepTEMBER 29, 2008 TENDERED TO
COMMISSIONER OF THE GENERAL LAND

THE SUM OF DOLLARS FOR THE CREDIT OF PARTY OR PARTIES NAMED BELOW

$18.80
IN AMOUNT STATED PURSUANT TO THE TERMS OF THE LEASE IDENTIFIED HEREIN, FOR THE PERIOD FROM
102112008 7O 1o:21/2008 COVERING LESSOR'S INTEREST IN LAND DESCRIBED AS: . o
Survey: PUBLIC SCHOOL LAND Block/Suffix: 58 Section: 42 Short Desc: ALL OF SEC 42, BLK 58, PSLS . o
.o
ae e
L]
ser »
‘et
-
JAYMENT  RENTAL ':'
-EASE NUMBER  71x3231337-003 LEASE DATE: 10/21/2007 PROSPECT: BALMORHEA ve o
IECORDED: BQOKiUB PAGE 524 ENTRY NUMBER: 4760 _C_OUNTY/PAHISH REEVES STATEfT‘zq_u:o_'
‘OR CREDIT OF: AMOUNT
017397 COMMISSIONER OF THE GENERAL LAND
OFFICE OF THE STATE OF TEXAS Acct 18.80
STEPHEN F. AUSTIN BUILDING $1/AC DELAY RENTAL
1700 NORTH CONGRESS, SUITE 600
AUSTIN, TX 78701
‘\p\ COPY FOR
V\ ‘DS
- o= IMPORTANT . Nawe
Subtotal 18.80
he attached check is for the person(s) named above. Please date, sign i o -
nd return the attached receipts on the day you receive it. If directed to Date Received gmg&g F;WCL
bank, please deposit the amount to the credit fo the person(s) named ‘ 12 0.00
bove and date, sign and return the receipt on the day you receive it. if Sign Here ; 2 Grand Total
orrespondence required, please make reference to lease number v (} l 11 ( BIN Jg 18.80
By A 3 o A Check No. 17549
Title

CHESAPEAKE OPERATING, INC.

DELAY RENTAL ACCOUNT

PO. BOX 18496
OKLAHOMA CITY, OK 73154
405/B48-8000

--o--coﬂ.ct..mo.-ln‘a . DOLLARS . 80 . CENTS
PAY
TO COMMISSIONER OF THE GENERAL LAND
THE OFFICE OF THE STATE OF TEXAS

ORDER STEPHEN F, AUSTIN BUILDING

OF 1700 NORTH CONGRESS, SUITE 600
AUSTIN, TX 78701

09/29/2008

BANK OF OKLAHOMA, N.A.
OKLAHOMA CITY, OK

39-13/1030

DATE

37549

AMOUNT

$18.80

CHESAPEAKE OPERATING, INC.

“o3vsuae ;O




i CHESAPEAKE OPERATING, INC. PO. BOX 18496 OKLAHOMA CITY, OK 73154

§ LEASE OBLIGATION DEPOSIT RECEIPT
WE HAVE THIS DAY EpTEMBER 29, 2008 TENDERED TO
COMMISSIONER OF THE GENERAL LAND
THE SUM OF $18.80 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
102172008 7O 102112008 COVERING LESSOR'S INTEREST IN LAND DESCRIBED AS: .« o
Survey: PUBLIC SCHOOL LAND Block/Suffix: 58 Section: 42 Short Desc: ALL OF SEC 42, BLK 58, PSLS ."“
. sese 8
LR R :
.. 3
-
ases
AYMENT RENTAL “ecse’
EASE NUMBER  1x3231337.002 LEASE DATE:  10/21/2007 PROSPECT.  gALMORHEA RO
ECORDED:_ BO_C_)_K_ 778 PA% 533 _EN_TBY NLWIBEFI: 4761 - COUNTY/’PAHISJ REEVES . 7SlATE Tx-o o'
OR CREDIT OF: AMOUNT
\
| 017397 COMMISSIONER OF THE GENERAL LAND
| OFFICE OF THE STATE OF TEXAS Acct 18.80
STEPHEN F. AUSTIN BUILDING $1/AC DELAY RENTAL
‘ 1700 NORTH CONGRESS, SUITE 600
AUSTIN, TX 78701
* W0 vor o FoR
\ \ y I
I\ \
IMPORTANT Biibdioid .
1
e attached check is for the person(s) named above. Please date, sign ;
d return the attached receipts on the day you receive it. If directed to Date Received 4 gﬁiz&&%\”cs
bank, please deposit the amount to the credit fo the person(s) named L () .‘I 0.00
Jove and date, sign and return the receipt on the day you receive it, If Sign Here Vg ) Grand Total
Jrraspondence required, please make reference 1o lease number, L T 18.80
B ) Check No
) 37547
Titla
‘ BANK OF OKLAHOMA, N.A,
CHESAPEAKE OPERATlNG, INC. OKLAHOMA CITY OK 3 7 5 4 7
DELAY RENTAL ACCOUNT
PO. BOX 18496 o
OKLAHOMA CITY, OK 73154 e Sio b
405/848-8000
DATE AMOUNT
OI..'II.I’I}..."II....18 - DOLLARS . 80 - CENTS 09!29,’2008 318 80
PAY
TO COMMISSIONER OF THE GENERAL LAND
THE OFFICE OF THE STATE OF TEXAS
ORDER STEPHEN F. AUSTIN BUILDING
OF 1700 NORTH CONGRESS, SUITE 600

AUSTIN, TX 78701 a CHESAPEAKE DPEHAI!NG, INC.
= U v F 4 v
roatsu e (Y




. . CHESAPEAKE OPERATING, INC. PO. BOX 18496 OKLAHOMA CITY, OK 73154
. - LEASE OBLIGATION DEPOSIT RECEIPT

WE HAVE THIS DAY SEPTEMBER 29, 2008
COMMISSIONER OF THE GENERAL LAND

THE SUM OF $18.80

AYMENT RENTAL

.EASE NUMBER TX3231337-001 LEASE DATE: 10/21/2007

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

102172008 TO  q0/21/2009 COVERING LESSOR'S INTEREST IN LAND DESCRIBED AS:
Survey: PUBLIC SCHOOL LAND Block/Suffix: 58 Section: 42 Short Desc: ALL OF SEC 42, BLK 58, PSLS

TENDERED TO

PHOSPECT BALMORHEA s =

- -
IECORDED: BOOK 778 PAGE 542 ENTRY NUMBER: 4762 COUNTY/PARISH REEVES STATE TR* *
‘OR CREDIT OF; AMOUNT
017397 COMMISSIONER OF THE GENERAL LAND
OFFICE OF THE STATE OF TEXAS Acct 18.80
STEPHEN F. AUSTIN BUILDING $1/AC DELAY RENTAL
1700 NORTH CONGRESS, SUITE 600
AUSTIN, TX 78701
(A J{ /H ¥ (&
1A \( -
IMPORTANT B -
E— 18.80
‘he attached check is for the person(s) named above. Please date, sign )
ind return the attached receipts on the day you receive it. If directed to Date Received . gﬁ'hxlagEF;VICE 0.00
| bank, please deposit the amount to the credit fo the person(s) named 1" 1\‘
ibove and date, sign and return the receipt on the day you receive it. If Sign Here Grand Total 18.80
orrespondence required, please make reference to lease number 1 L)
By Check No 37545

CHESAPEAKE OPERATING, INC.

DELAY RENTAL ACCOUNT

PO. BOX 18496
OKLAHOMA CITY, OK 73154
405/848-8000
sessaseesvessvimineeenqg * DOLLARS *  BQ " CENTS 09/29/2008
PAY
TO COMMISSIONER OF THE GENERAL LAND
THE OFFICE OF THE STATE OF TEXAS
ORDER STEPHEN F. AUSTIN BUILDING
OF 1700 NORTH CONGRESS, SUITE 600

AUSTIN, TX 78701

ro37sese Q.

OKLAHOMA CTY OK 37545

39-13/1030

AMOUNT
$18.80

CHESAPEAKE OPERATING, INC




] L]
® ¢ ¢
* 4 @

o MEOUHIR A,

(%] RENTAL PAYMENTA”
Date Filed: {07100 4

Je%@’anerson, Commissioner }
By__4] .




CHESAPEAKE OPERATING, INC. P.O. BOX 18496 OKLAHOMA CITY, OK 73154
| LEASE OBLIGATION DEPOSIT RECEIPT

WE HAVE THIS DAY SEPTEMBER 23, 2009 TENDERED TO COMMISSIONER OF THE GENERAL LAND

THE SUM OF $18.80 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 10/21/2009 TO 10/21/2010
COVERING LESSOR'S INTEREST IN LAND DESCRIBED AS:

Township: Range: Section: 42 Block: 58/ Survey: PUBLIC SCHOOL LAND County: REEVES Short Desc: ALL OF SEC 42, BL

/\/\ = /0 Y 7 %%U/ 707007[38

PAYMENT: RENTAL

LEASE NUMBER: TX3231337-001 LEASE DATE: 10/21/2007 PROSPECT: BALMORHEA
RECORDED BOOK: 778 PAGE: 542 ENTRY NUMBER: 4762 COUNTY/PARISH:REEVES STATE: TX
FOR CREDIT OF: ACCT: AMOUNT
017397 COMMISSIONER OF THE GENERAL LAND
OF THE STATE OF TEXAS P
1700 N CONGRESS, STE 600 $1/AC DELAY RENTAL $18.80
STEPHEN F AUSTIN BUILDING
AUSTIN TX 78701
' seee
- -
-e
cane
Rt PLEASE SIGN
.
v e AND RETURN
-
3 IMPORTANT General Land O Fice Subtotal $18.80
The attached check is for the personis) named above, Please date, Date RGWW BANK SERVICE
. sign and return the attached receipts on the day you receive it. If " % n B]dg CHARGE $ $.00
...:l. directed 10 & :’ani',)uglen;r:jd;mllt the 1::0(::! w"l,:. Cl'ldl: of ::u Sjgn HJ;
rsonis) nam e n al return reces on L . = 2 1]
ee ® g:'l vott.'"“‘e“ ,(a " c.u.:gwx:\:i:n:’:requum. plaase make ':efaranr.e B Aust]n T\:Ada 2 € Grand Total $18.80
to lease number, ¥ Thile r Check No. 131708




CHESAPEAKE OPERATING, INC. P.O. BOX 18496 OKLAHOMA CITY, OK 73154
LEASE OBLIGATION DEPOSIT RECEIPT

WE HAVE THIS DAY SEPTEMBER 23, 2009 TENDERED TO COMMISSIONER OF THE GENERAL LAND

THE SUM OF $18.80 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 10/21/2009 TO 10/21/2010
COVERING LESSOR’S INTEREST IN LAND DESCRIBED AS:

Township: Range: Section: 42 Block: 58/ Survey: PUBLIC SCHOOL LAND County: REEVES Short Desc: ALL OF SEC 42, BL
v > ‘l -~
s 1Al 7] % 0700
| /i t [ " ,.; ;'[_ [‘r‘ / >! g l/ - 75 q

) PAYMENT: RENTAL

LEASE NUMBER: TX3231337-002 LEASE DATE: 10/21/2007 PROSPECT: BALMORHEA
RECORDED BOOK: 778 PAGE: 533 ENTRY NUMBER:4761 COUNTY/PARISH:REEVES STATE: TX
FOR CREDIT OF: ACCT: AMOUNT
017397 COMMISSIONER OF THE GENERAL LAND
OF THE STATE OF TEXAS P
1700 N CONGRESS, STE 600 $1/AC DELAY RENTAL f $18.80
STEPHEN F AUSTIN BUILDING %
AUSTIN TX 78701 \
LR R L]
. o =
.e -
Sate
. .
ssese
. PLEASE SIGN
. -e
.. .
el AND RETURN
" lMPORTANT (‘W'” Umr' Mpp Subtotal $18.80
oco-. The attached check is for the person{s) named sbove. Please date Date Hecqygcz‘ 1 = = - BANK SERVICE
'... e Sign and return the attached receipts on the day you receive it. If e ALl X \ G CHARGE § $.00
directed to » bank, please deposit the amount to the credit of the Sign Hera 2011 » )
:1’:’:(:;T}rr::a::::unrm:‘!“cem:;:’:»:Jj:::jzrl:?:‘e;:::»:‘:1’1:nr:serll\:::‘?:ﬁ::‘nll"f_‘i B AUS . ) ' Grand Total $18.80
b lees s Ll v Check No 131710




CHESAPEAKE OPERATING, INC. P.O. BOX 18496 OKLAHOMA CITY, OK 73154
LEASE OBLIGATION DEPOSIT RECEIPT

WE HAVE THIS DAY SEPTEMBER 23, 2009 TENDERED TO COMMISSIONER OF THE GENERAL LAND
THE SUM OF $18.80 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 10/21/2009 TO 10/21/2010

COVERING LESSOR'S INTEREST IN LAND DESCRIBED AS:

Section: 42 Block: 58/ Survey: PUBLIC SCHOOL LAND County: REEVES Short Desc: ALL OF SEC 42, BL

Township: Range:

MF jo4 77% GH 10700760

PAYMENT: RENTAL

LEASE NUMBER: TX3231337-003 LEASE DATE: 10/21/2007 PROSPECT: BALMORHEA
RECORDED BOOK: 778 PAGE: 524 ENTRY NUMBER: 4760 COUNTY/PARISH:REEVES STATE: TX
FOR CREDIT OF: ACCT: AMOUNT
017397 COMMISSIONER OF THE GENERAL LAND
OF THE STATE OF TEXAS /
1700 N CONGRESS, STE 600 $1/AC DELAY RENTAL / $18.80
STEPHEN F AUSTIN BUILDING A
AUSTIN TX 78701
eeee
Wt
.oooo.
PLEASE SIGN
-
. AND RETURN
es
s »
et IMPORTAEW“-' LanA MWice Subtotal $18.80
* The attached check Is for the personis) named above. Please date, éﬁﬂﬁbﬂhﬁdb =Sttr 3Td BANK SERVICE
ee®® gign and return the attached receipts on the day you receive i. If *“U qutb ' g 8 - CHARGE § $.00
‘..' : directed 1o a bank, please deposit the amount to the credit of the ﬁ[agﬁord’ (. T
person{s) named above and date, sign and return the receipt on the 4 1i1 Iux P e Grand Total $18.80
day you recieve it. If correspondence required, please make reference B : as /C’J /U I -]40( P 3
to leasa number ¥ Title = V Check No. 131712




3
fe N mr" /D L/77? @
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dhate Fi[ed:__%fja ¢

Jerry E. Patterson, Commissioner

-
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CHESAPEAKE OPERATING, INC. P.O. BOX 18496 OKLAHOMA CITY, OK 73154
LEASE OBLIGATION DEPOSIT RECEIPT

WE HAVE THIS DAY SEPTEMBER 16, 2010 TENDERED TO COMMISSIONER OF THE GENERAL LAND

THE SUM OF $6,107.40 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 10/21/2010 TO 10/21/2011
COVERING LESSOR'S INTEREST IN LAND DESCRIBED AS:

TOWNSHIP: RANGE: SECTION: 42 BLOCK: 58/ SURVEY: PUBLIC SCHOOL LAND COUNTY: REEVES SHORT DESC: ALL OF SEC 42, BLK 58,

eses PAYMENT: RENTAL

.ooo o. LEASE NUMBER: TX3231337-001 LEASE DATE: 10/21/2007 PROSPECT: BALMORHEA
.**, ¢ RECORDED BOOK: 778 PAGE: 542 ENTRY NUMBER: 4762 COUNTY/PARISH:REEVES STATE: TX
* *% EOR CREDIT OF: ACCT: AMOUNT
.:.. 017397 COMMISSIONER OF THE GENERAL LAND
'._' : OF THE STATE OF TEXAS $325/AC DELAY RENTAL _L\$6,107.40
1700 N CONGRESS, STE 600
STEPHEN F AUSTIN BUILDING \
AUSTIN TX 78701 \fb

PLEASE SIGN

IMPORTANT Subtotal $6,107.40
The attached check is lor the personis) named asbove, Fleass date, Date Received —  BANK SERVICE
sign and return the attached receipts on the day you receive it | CHARGE $.00
directod to a bank, please deposit the amourt 10 the credit of the Sjgn Here
person{s) named above and date, sign and return the receipt on the Grand Total $6.107 40
day you recieve it. Il correspondence required, please make relwence By #

I

1o lease number Title Check No 187967




CHESAPEAKE OPERATING, INC. P.O. BOX 18496 OKLAHOMA CITY, OK 73154
LEASE OBLIGATION DEPOSIT RECEIPT

WE HAVE THIS DAY SEPTEMBER 16, 2010 TENDERED TO COMMISSIONER OF THE GENERAL LAND

THE SUM OF $6,107.40 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 10/21/2010 TO 10/21/2011
COVERING LESSOR’S INTEREST IN LAND DESCRIBED AS:

TOWNSHIP: RANGE: SECTION: 42 BLOCK: 58/ SURVEY: PUBLIC SCHOOL LAND COUNTY: REEVES SHORT DESC: ALL OF SEC 42, BLK 58,

f*ﬂm/ﬂf\‘\ R

aeee
seaw
-
.:oc.:
veee PAYMENT: RENTAL
esss’ LEASE NUMBER: TX3231337-003 LEASE DATL: 10/21/2007 PROSPECT: BALMORHEA
es o RECORDED BOOK: 778 PAGE: 524 ENTRY NUMBER: 4760 COUNTY/PARISH:REEVES STATE: TX
*« *e¢ FOR CREDIT OF: ACCT: AMOUNT
. 017397 COMMISSIONER OF THE GENERAL LAND
o . OF THE STATE OF TEXAS $325/AC DELAY RENTAL -Lso‘ 107.40
= = 1700 N CONGRESS, STE 600
STEPHEN F AUSTIN BUILDING \
AUSTIN TX 7870 \D

PLEASE SIGN

IMPORTANT Subtotal $6,107.40
The attached check is 1or the personis) naned above Please date, Date Received S BANK SERVICL
sign and return the attached receipts on the day you receive 1. If CHARGE $.00
directed to a bank, please deposit the amount to the credit of the Sign Here
person{s) named above and date, sign and Vu-mm the recapt on the Grand Total $6.107.40
day you recieve it. Il correspondence requited, plaase make relerence
10 lease number By - .

Title Check No 187971




‘CHESAPEAKE OPERATING, INC. P.O. BOX 18496 OKLAHOMA CITY, OK 73154
LEASE OBLIGATION DEPOSIT RECEIPT

WE HAVE THIS DAY SEPTEMBER 16, 2010 TENDERED TO COMMISSIONER OF THE GENERAL LAND

THE SUM OF $6,107.40 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 10/21/2010 TO 10/21/2011
COVERING LESSOR'S INTEREST IN LAND DESCRIBED AS:

TOWNSHIP: RANGE: SECTION: 42 BLOCK: 58/ SURVEY: PUBLIC SCHOOL LAND COUNTY: REEVES SHORT DESC: ALL OF SEC 42, BLK 58,

fg\/\/ﬂ%@{/

11?00552

PAYMENT: RENTAL

* LEASE NUMBER: TX3231337-002 LEASE DATE: 10/21/2007 PROSPECT: BALMORHEA
RECORDED BOOK: 778 PAGE: 533 ENTRY NUMBER: 4761 COUNTY/PARISH:REEVES STATE: TX
FOR CREDIT OF: ACCT: AMOUNT
017397 COMMISSIONER OF THE GENERAL LAND
OF THE STATE OF TEXAS $325/AC DELAY RENTAL $6,107.40
1700 N CONGRESS, STE 600 ‘(‘\

STEPHEN F AUSTIN BUILDING

AUSTIN TX 78701 ,b\

PLEASE SIGN

lMpORTANT Subtotal $6,107.40
The attached check is 1or thae person(s) named above, Please date, Date Received ~———————— BANK SERVICE
sign and return the antached receipts on the day you receive it. It CHARGE $.00
directed to & bank, please deposit the amount 1o the credit of the Sign Here
personis) named above and date, sign and return the receipt on the Grand Total $6.107.40
day you recieve It Il correspondence requited, please make relerence BV 3 -

! .

Iblate-Timb T Check No. 187969
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Gross Ac Interest Leases
A
615 e lle A ~ ~ Y 4
- ~ . N : Q. i 1 ¢ - Dead
o 42 e 42 Nee. 42 e 4 See . U Y N o T ' Hq__¢ “= 2
Leases A B C D E F G
Lessee/Assignees
‘ijﬂu i il = L L s
: i - 775 174 77857 > 778 |2 77553
Recorded Book/page g ls ;L_l '"*L L‘(D‘[}ZI- 7{_‘(_/55 7 f"/ '/j._—/.: - ;7,7’/'//,7 I )/V ?4 77 /_, 2 Y / =5
. 44 -~ 2 o o~ o~ : - — — R == —7 - = & B (‘,
Lessor Name (short) Acla AL A Readirano| Fo Kra ke L ,».Bt:-n U Ao ey | Lo Tiud [7 Bepdbcarn| TOrprin e T Arabs
> j - - 7 p T I A_-21-A y IC VT A, ™) - 1]
Date of lease 2-18-05 ID-28 - OF 10-2p0 -p4 [O-20- 04 [0-Z2¢0 - 04 H—-le—- 07 1b-2] 07 | 74 2{- 67 / J./(-7
; = N " T =] 3 s 24 CRl
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Yr 2 & 3 rentals prepaid (y/n) *I,ﬂ_[ Lo D o, g LA TPy, A D b AAD
273 ERYe IR . T} J ey, R /4.8t
2nd yr rental :‘71.52 [3.50 [%.>C 1% 50 (560 -Re ) 75%e A
3rd yr rental 2493,%4 2. 8C | %.5C 1% 50 15. %0 S L e 1707t O
4th yr rental (w/o 5th yr) e/ (,?2_;4 & 2Ly /,'s < ‘/‘7( {‘!% -
5th yr rental I85. 50 .99 76 o PN &
4th yr rental (includes 5th yr) R
Rentals paid - date/famount .
7254 Q/ /32 7 /3 ar /Tﬁ:{ [4 &} /8 q(f,,
2nd yr 293.34 Y 2 ¥ /5 5 C i L 80 e 58
[-23_ ok PARNEN W21 2L ;49 & ‘? oF S 4%/ ). 7 I /57
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CHESAPEAKE OPERATING, INC. P.O. BOX 18496 OKLAHOMA CITY, OK 73154 ‘

LEASE OBLIGATION DEPOSIT RECEIPT -
12707412 DD;N;;Q—-\.«wL-‘\Ul

WE HAVE THIS DAY FEBRUARY 15, 2012 TENDERED TO COMMISSIONER OF THE GENERAL LAND

THE SUM OF $2,307.00 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 4/06/2012 TO 4/06/2014
COVERING LESSOR’S INTEREST IN LAND DESCRIBED AS:

TOWNSHIP: RANGE: SECTION: 42 BLOCK: 58/ SURVEY: PUBLIC SCHOOL LAND ABSTRACT: 3155 COUNTY: REEVES SHORT DESC: 258 AC
TOWNSHIP: RANGE: SECTION: 42 BLOCK: 68/ SURVEY: PUBLIC SCHOOL LAND ABSTRACT: 3156 COUNTY: REEVES SHORT DESC: 357.1

MFIo4778 T

PAYMENT: PUGH RENTAL

LEASE NUMBER: TX3231337-004 LEASE DATE: 4/06/2007 PROSPECT: TOYAH
RECORDED BOOK: 781 PAGE: 462 ENTRY NUMBER: 163 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 TO EXT $2,307.00
1700 N CONGRESS, STE 600 END DEEP RIGHTS
STEPHEN F AUSTIN BUILDING
AUSTIN TX 78701 & »
L
\
\?7" HECEIVE} .,
IMPORTANT Subtotal $2,307.00
The attached check is for the person(s) named above, Please date, Date Received BANK SERVICE
sign and return the attached receipts on the day you receive it. It CHARGE $.00
directed to a bank, piease deposit the amount to the cr;dlt ot m Sign Here
:::r':'no'\.lﬂucml l!ﬁn;t":p::d:rm“un?#"::u;m.nzzn ﬂf:rnnmn B E Grand Total $2,307.00
10 lwaesrumbe, Y. Titie Check No. 459709

R NAan e

HOUSAND THA

A S{Q R OF THE.GENERAL LAND
00 N"CONGRESS, STEB00 =
EPHEN F-AUSTIN . BUIEDING - - ©

SHN g 8RO 1 o s

(3] 5 g "hal Py
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Date Filed: O a2/

Jerry E. Patt%mmissioner
By
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Texas General Land Office
UNIT AGREEMENT MEMO |
|
|

PA09-125

Unit Number £ MT“! 554

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
Countyl Reeves Old Unit Number  Inactive Status Date

County 2 4194 2/5/2009

County 3 4390 8/5/2009

RRC District: 08 v

Unit Type: Permanent 0 |
State Royalty Interest: 0.102356631 0 |
State Part in Unit: 0.662607
Unit Depth All Well: Other i
Below Depth 0 Formation: Penn. Barnett and Woodford Shales
Above Depth 0 Participation Basis:  See Remarks

[1f Exclusions Apply: See Remarks]

MF Number MF104580 Tract Number 1

Lease Acres 998 /  Total Unit Acres 513 =

Tract Participation: 0.16268767 Y

Lease Royalty 0 = Manual Tract Participation: | 0 1528767| See Remarks

Tract Royalty Participation ~ ©040671917 [~ 0.040671917|

Manual Tract Royalty:

Tract Royaly Reduction
Tract Royalty Rate 0

Tract On-Line Date:

Thursday, March 11, 2010 pA"()'l 25 ljnlt N um h(‘l‘ 4554 Page 1 of 2




MF Number MF104778 Tract Numbar 2

Lease Acres 190.887 /  Total Unit Acres 513 =

Tract Participation: 0.36188399 X

Lease Royalty 0:128 icinati | 0.36188399 ,
~Ease Royas) = Manual Tract Participation: | | See Remarks

Tract Royalty Participation 0045235458 Manual Tract Rovalty: [~ 0.045235498|

Tract Royaly Reduction

Tract Royalty Rate 0

Tract On-Line Date:
MF Number MF105285 — o Tract Number 3

Lease Acres 69413  /  Total Unit Acres 513 =

Tract Participation: 0.13803534 Y

Lease Royalty LR = Manual Tract Participation: [ : E E8§5E‘_‘i See Renmrksl
Tract Royalty Participation 0016449216 Manual Tract Royalty: [~ 001649216

Tract Royaly Reduction

0

Tract Royalty Rate
Tract On-Line Date:

API Number RRC Number

14238932497

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 42-388-32497/RRC ID # 244453

Prepared By:

GLO Base Updated By:
RAM Approval By:
GIS By:

Thursday, March 11, 2010

Q E O Prepared Date: 0% A / /_;O JO
“'/’f-?/— GLOBase Date: 2 > ] e 1D
2{..‘., RAM Approval Date: - 201D
/ 1S Date:

PA09-125 Unit Number 4554 Page 2o




Pooling Committee

To: School Land Board
Date of Board Meeting: July 14, 2009
Effective Date: 815/2009
Unit Expiration Date: = Permanent
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
Type Number Royalty Date Term Acres
SF MF104580 025 1M18/2010 Syears
RAL MF104778 0.125 2/18/2008 3years
RAL MF105285 0.1182 9/1/2008 3 years

SF = State Fee

RAL = Relinquishment Act

Report

PAD9-125
Unit Number: 4554
Lease Acres Royalty
in Unit Participation
129 99.8 0.040871917
815  190.887 0.045235498
615 69.413 0.016449216

FR = Free Royalty UR = Unleased River

Private Acres:
State Acres:

Total Unit Acres;

Participation Basis:

152.9 Surface Acreage

36;; State Acreage: 70.19%
State Unit Royalty: 10.24%

gmt Type: lgltlzed for: Well Location:
ermanent il & Gas State Land
Term: 0 Months

RRC Rules: Spacing Acres:

Special Field Rule 640 Acres
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MEMO TO FILE MF 104778, 105285 & 104580
Date: September 28, 2010

From: Harriet Dunne

Re: Status of leases - Unit 4554

MF104778:
MF 104778A 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 1o 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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LATERAL TOTAL LENGTH BETWEEN A5
PENETRATION POINT AND BOTTOM HOLE = 4083

SECTION 42 »2005

RE MONTGOMERY SUR = 1337

SECTION 41 = 651 \]
&
2E¢ 9‘9‘}

48

® SURFACE LOCATION OF THE 42—1H ST 00 @(5
1137 FEL AND 805 FSL CND. ELEV.m3012' o 51
SECTION 42, BLOCK 58, P.SL. A N
NAD 27 LAT: 3141097 LON: —103.8544%° \\Q\l 0?’%. <k
@ PENETRATION POINT R
1485 FEL AND 864" FSL W

SECTION 42, BLOCK 58 F.5.L
NAD 27 LAT: J1.41127° LON: —10288500°

O BOTTOM HOLE LOCATION
1178 FWt. & 445" F3L
SECTION 41, BLOCK 55, P.5S.L
NAD 27 LAT: J1.41874° LON: —10387537"

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

NAD B3, TEXAS CENTRAL ZONE COORDINATES (MERE POSITION) - N w0y aos mxt
SURFACE LOCATION: N=10434662.6, E=1189024.7,
LATITUDE= 31 24'40.3", LONGITUDE==103353'02.7",

NOTE:  THIS AS-DRILLED PLAT HAS BEEN PREPARID FROM A CERTFIED SURVEY
PUAT ON FRLE IN THE OFFICE OF WATSON PROFESSIONAL GROUP ING
MIDLAND, TEXAS

APPROMIMAYELY 7.9 MEES NORTHWEST OF TOYAM, TEXAS
AS—DRELED 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

A
ey REEVES COUNTY, TEXAS
0% a0

W. D. WATSON, .R.
W% 19B8 o

7, '._OP O
4/0 LE88L Q.hk

L THE UNDERSIGNED, DD HEREBY CERTIFY THAT THE SURVEY INFORMATION
FOUND OW THIS PLAT WAS DERIVED FROM ACTUAL FIELD NOTES OF
ON~THE—GROUND SURVEYS MADE BY WE OR UNDER MY SUPERVISION AND
IS JRUE AND CORRECT TD THE BEST OF MY KNOWLEDGE AND SELIEF. NG
WARRANTY IS WADE OR INTENDED FOR THE LUCATION OF ANY OR ALL
EASEMENTS THAT MAY EXIST MTHIN THE BOUNDS OF THIS SURVEY.  THE
INFORMA TION PRESENTED HEREON 1S FOR THE PRIVAIE USE OF THE PARTY

NAMED IN THE "REFERENCE PORTION™ OF THE TITLE BLOCK AND DOES NOT
CONSRIUTE A COMPLETE BOUNDARY SURVEY AS DEFINED BY THE
"PROFESSIONAL LAND SURVEYING PRACTICES ACL"

10,/26 /09
R T 4D, WATSON, JL RPLS 1968 DATE
FILE: M:\Bl OCK 59 Pt \owg \BLOCK 59 PS. & 30 07.dwg
CHESAPEAKE OPERATING, INC.,
BLOCK 58 STATE 42-1H ST
SURF. LoC. 805" FSL & 1137 FEL, SEC. 42,
P.P. B864' FSL & 1485' FEL, SEC. 42,
B.H.L. 445'FBL & 1778' FWL, BEC. 41,
BLOCK 58, P.5.L., REEVES COUNTY, TEXAS.
CONSULTING ENGINEERS, LAND SURVEYURS & PLANNERS | J08 No: 09-1372-01 _ FIELD BOUK. DRAFT_TA Rev. !
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Form P-15
’a STATEMENT OF PRODUCTIVITY OF ACREAGE (5-5-71)
ASSIGNED TO PRORATION UNITS DBCoss7?
e undersigned states that he is authorized to make this statement; that he has knowledge
e facts concemjng the CHESAPEAXE QPERATING INC .
OPERATOUR
58 STATE 42 , No. _1E . : that such well is
- WE@L
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 ] am autho-
rized to make this report, that this report was prepared by me or under my supervision and direction,
and that data and facts sfated therein are true, correct, and complete, to the best of my knowledge.

vwe . WBIOA S@MC%U’L/M\,DJ(J} Wu)'tt’

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

AREA CODE



Form P-15
STATEMENT OF PRODUCTIVITY OF ACREAGE {5571

ASSIGNED TO PRORATION UNITS DBCOE37

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

of the facts concerning the CHESAPEAKE OPERATING INC .
CPERATOR
BLOCK 5B STATE 42 , No. _3E ; that such well is
LEASE WELL
completed in the _TOYAH, NW (SEALE) Field, _REEVES County,

Texas and that the acreage claimed, and assigned to such well for proration purposes as
authotized 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 reporsfzathat this report was prepared by me or under mﬁv supervision and direction,
and that data and facts stated therein are true, correct, and complete, to the best of my knowledge

pre_ WIBIOA i ' e lotC

Telephone {405}935-8B323  Title . REG. COMP, SPECIALIST
AREA CODE
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[ (2/12/2010) Ronald Widmayer - Block 58 State 42 1-H- Unit 4554

N 07" 125

e T
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.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. Piease 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'/4083" per survey plat) and the wellbore

percent covering Tract 6 is 48.347773%(2005'14063" per survey plat).

Anita Robinson

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

fax 405.849-4052 d b\\bﬂ\
e

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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BLOCK 58 STATE 42 1H §T PN 618121

OUT TO THE OWNERS BELC 2 : 12 0.000000% |
0.12500000| BELINDA HARRINGTON ) 7. 750000 1280 | 0.20000000] 0.00746094 002984375
0.25000000 [ ARWILDA B HARRINGTON |Fee Owner | Ri| ( | 10.20000000] 0.01492188] 0.0506875| |
0 13125000|F D SAMS [Foe Owner | Ri [0.26000000]  0.00879248]  0.029377441]
0.03125000| WHITE LIVING TRUST DATED 7/1/96 [Foe Owner | Ri| [ 025000000  0.00233154 |
0.00204544|ANN LOUISE LEEDS |Foe Owner | Ri |10.26000000] _0.0001 000457826 | |
0.00408088| ISADORE J KAHN [Fee Owner Al 0.25000000|  0.00030 0.00001565 |
0.00409088 | HELEN ROCHFORD BAUMGAERTNER |Fee Owner | Ri| | 0.25000000] 0O [ 0.00091565]
0.00250000| Merle Burieson Taylor [Fee Owner | RI| | 025000000  0.00018852]  0.00055857
0.31250000 | THE FASKEN FOUNDATION Fee Owner R 0.25000000| 007331543  0.069946280
0.12500000 | DIANE LEINWEBER |Fee Owner | RI| | 020000000 Q00746004] 002984375
09877 ‘!fl_suu. tal(leased) l 1 0.06623277 0.22854206 | L
0.00204544  MARGUERITE G STEVENS [Foe Owner | | 1.00000000 | [
0.00408088 Morton L and VIVIAN BLAUGRUND [Foe Owner [ 1.00000000 | 0-OLb 233
0.00408088| MARY Y TIPPENS TEST TRST [Fee Owner |unieassd 11.00000000 0. 00 3ke3
0.0010228 J M EVENSEN |Fee Owner |unisasad 1 90000000: 0.5 703
0.00102281| |D. G EVESEN |Fee Owner j:mm.tso: 1.00000000 | |

0.00366267 |

0.01227281 |subtotal (unieased)
1 I’VJ(‘[Y)ODU_

[0.77531063] (0014
Dsrouun_ 064013684

0.20477483|  0.22854206
0.775310833 |

[0/18268767] - 613 | 83 [ 7 D040 908 | 019454191
SUBTOTAL [ | B3 4587743 513 | 025 | 0.04067182 | 0 122015752| [
| | [~ w_| [T 513 | 075 | 011896536 | I [ |
'l" T [ TE T O 7E T -{L
| 0.12201676 | 016268767 |
[{(BPLIT OUT TO THE ERS BELOW 3 48.34TTT3%| 2603
126577037
TISH RITE HOSPITAL
) CHILDREN 2 109617 513 0.00051404

uowbhm, MARY ¥ TIPPENS TEST TRST | | [ 4218235 | 513 | 0.00102808
0.00833 3 | | 2100617 513 | 0.00061404 |
0,0333333: U B 438460 513
0.05000000|0 D WALL ESTATE TR | ] [ 813 | ) “'sw-“" ]
0.05000000|DD WALL ESTATE TRUST B 513 0125| 000308424 |  0.021589651] |
0.05000000 | CATHERINE FUNK WALL ESTATE TRUST A ] 513 | ] 0.00308424 |  0.021580651] |
0.05000000 [CATHERINE FUNK WALL ESTATE TRUST B
0.08111111 [ANN COVINGTON HENDERSON | ] I | |
0,06111111|JANE COVINGTC
0.06111111|TED MICHAEL COVINGTON | | | 15 470527 I |
Q05000000 |ESTATE OF N IE MAY GOHKLE | 12657704 0.021589651 I
1.00000000 g . | = 170000000 | |

|SUBTOTAL | [ | 263.164073 0.12336943 |

|CHK [wi | 246826221 | | 0.75| 0.36085560 | Al

1€l | W | 6326852 | 513 | 0.75| D.00928271 | . -l Ml

| | | | [ I | 0.37010829 | 4934777 |

|Grand Totals 10.66616540] | 718812848 | ] |7 1.20830223|  66.616540% 613 | 1.10221110

711.924633
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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- Block58Stated42#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).-




[737472070) Ronald Widmayer - Block 58 otate 42 1H o1

Page 1

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 € is
49.347773% (2005'74063'). 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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DrillingInfo One Page Production Summary

S206

Page | of |

Drillinginfo One-Page Production Summary Adriltinginto
Tag This
Element
APl # 42-389-32449
well# IH ?\?\(’,* J,"Isow
Lease BLOCK 5B ST 40-14
Fleld TOYAH, NW (SHALE)
Lease SHELL WESTERN E&P
Operator Well Op History
County Reeves
State Texas
Location 701.0 S / 2596.0 W, PSL/JOHNSON, J | A-
2664 Block:S8 Section:40 First Most Recent] Cumulative | Gravity
Elevation - Prod. |Production| Production |(MCF & BBL)|(SG & API) Gatherer
Date Spud ol 1/1/08 5/1/13 6 0.00
Date TD Gas | 1/1/08 5/1/13 693,315 0.60 ENTPO
Logs Run MWD, WITH,GAMMA RAY,
Most Recently Reported Monthly Production (12 Months)
Mo/Yr Gas (MCF) Oil (B8L) Water | #Wells | #wells | Avg Gas | Avg Oil | Avg Wtr
Produced] Sold |Used | Vented/Flared | Other | Produced | Sold | Other | Closing| (BW) | Flowing | Other | (MCF/D) | (BBL/D) | (BW/D)
6/2012 5.443] 5,443 0 0 0 0 0 0 0 0 181.43 0.00 0.00
&|7/20102 0 of o of o of of o of o o.00] o0.00] o0.00
8| 8/2012 0 0 0 0 0 0 0 0 0 0 0.00 0.00 0.00
@ | 972012 0 ol o o] o o] o 0 0 0 | o.00] o0.00] 0.00
# |10/2012 0 0 0 0 0 o] o© 0 0 0 0.00 0.00 0.00
11/2012 8,079| 8,079 0 0 0 o] o 0 0 0 - 269.30 0.00 0.00
12/2012] 13,944| 13,944 0 0 0 o] o 0 0 0 449,81 0.00 0.00
1/2013 6,090| 6,090 0 0 0 0 0 0 0 0 196.45 0.00 0.00
2/2013 10,641| 10,641 0 0 0 0 0 0 0 0 380.04 0.00 0.00
3/2013 10,713] 10,713 0 0 0 0 0 0 0 0 345.58 0.00 0.00
4/2013 10,713} 10,713 0 0 0 0 0 0 0 0 -==| 357.10 0.00 0.00
5/2013 20,237| 20,237 0 0 0 o] o 0 0 0 652.81 0.00 0.00
Totals 85,860] 85,860 0 0 0 0 0 0 0 0
Annual Production
Year Gas ol Water #Wells | #Wells Avq Gas Avg Oll Avg Wtr Annual | Annual
(MCF) (BBL) (BW) Flowing| Other (MCF/D) (BBL/D) (BW/D) Dec. Gas|Dec. Ol
2008 194,872 0 582.75 0.00 0.00
2009 195,010 6 534,57 0.02 0.00
2010 104,743 0 287.12 0.00 0.00] 46.3%|100.0%
2011 75,746 0 207.64 0.00 0.00] 27.7%
2012 64,550 0 176.95 0.00 0.00] 14.8%
2013 58,394 0 384.17 0.00 0.00] 9.5%
Totals 693,315 6
Back
products & features | events & training | company | contact | about
© 2013 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/wel|[Summary.do?action=summary&lid=23008 1 0&hashcode=... ~ 8/9/2013
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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 2994)

RE:  State Lease MF107619 2 RAL Leases, described on Page 2
State Lease MF107769 RAL Lease, described on Page 2
State Lease MF104778 6 RAL Leases, described on Page 2
State Lease MF104548 RAL Lease, described on Page 2
Well: Block 58 ST 40-14 #1H (API # 42-389-32449)

Dear Mr. Chaffee:

Our research indicates that there was a four-month lapse in production for the referenced well
from July 1 through October 31, 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

Si 11cercljv/" )

Stephen F. Austin Building = 1700 North Congress Avenue = Austin, Texas 78701-1495
Post Otfice Box 12873 » Austin, Texas 78711-2873

512-463-5001 « B00-998-4G1.0O

\\\\\\.',:In, state.rx.us




Brian Chaffee

Shell Exploration & Production Company
August 29, 2013

Page 2

MF107619 80 acres, covering the W/2 of NE/4 of Section 40, Block 58, PSL Survey, Reeves

County, TX
State Lease No. Agent for State of TX Lease Date Recorded Bk/Page
MF107619A Kelly H. Baxter 01/20/2006 726/598
MF1076198B Mark A, Chapman 08/26/2005 725/331

MF107769 80 acres, covering the E/2 of the NE/4 of Section 40, Block 58, PSL Survey, Reeves
County, TX
Lease dated November 13, 2006
Recorded as File No. 428, Reeves County, Texas
Helen Carolyn Allen, et al, agents for 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
MF104548 1,120 acres, covering the SW/4 of Section 39, W/2 of Section 40, W/2 of Section 45, N/2

of Section 46, Block 58, PSL Survey, Reeves County, Texas
Lease dated October 13, 2004

Recorded in Volume 694, Page 350, Reeves County, Texas
Lester Charles Weatherby Jr., agent for State of Texas, Lessor
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L

@ Shell Exploration & Production

Shell Upstream Americas
Land & Confracts

P. O. Box 576

Housten, TX 77001-05746
{83) 337-0144 phone
{281} 544-4006 fax
Lindsay.Sheffield@shell.com

October 14, 2013

Texas General Land Office
Attn: Linda Price, RL

1700 North Congress Avenue
Austin, Texas 78701-1495

Subject: Block 58 ST 40-14 #1H (API #42-389-32449) & Block 58 State 42 #1H
(API #42-389- 32497)

Ms. Price:

This letter is in response to the letters received September 5, 2013, by SWEPI LP with regards to the
production lapses on the above entitled wells. According to the GLO’s findings, Block 58 ST 40-14
#1H (API #42-389-32449) had a four-month lapse in production from July 1 through October 31,
2012, and Block 58 State 42 #1H (API #42-389-32497) had a three-month lapse in production
from September 1 through November 30, 2012. SWEPI LP has examined the records kept by
Chesapeake Exploration, L.L.C. (“Chesapeake”) during this time and concurs with the GLO’s
findings that there was a production lapse.

During the production lapses, SWEPI LP could not find evidence that Chesapeake conducted
drilling operations adequate to perpetuate the leases without a cessation of more than sixty (60)
cumulative days. However, since these production lapses, and since SWEPI LP has taken over
operations of the wells in April 2013, the wells have continuously produced and/or not had a
cessation of production for more than sixty (60) cumulative days. Additionally, since production has
returned to the wells, the GLO has been paid (through July 2013) approximately $21,069.27 &
$12,043.89, respectively, in royalty payments and has cashed such payments.

SWEPIL LP is requesting the GLO ratify the leases as to Block 58 ST 40-14 #1H & Block 58 State
42 #1H proration units, as SWEPI LP has made its best efforts to produce the wells since taking
over operatorship in April 2013. Both wells are stll producing in paying quantities, and a onetime
ratification would allow SWEPI LP to continue to produce the wells for both the benefit of the
operator and the GLO. SWEPI LP will release all other acreage not cutrently held within 2
producing unit.

Per applicatle service agreements



If the GLO is unwilling to ratify the leases as to the Block 58 ST 40-14 #1H & Block 58 State 42
#1H proration units, SWEPI LP is seeking a reimbursement of the improperly paid royalties from
the time the leases expired. In such a case, the leases were no longer active, thus, the GLO was not

entitled to royalty payments on the production.

Attached please find Exhibit “A,” a lease schedule for each well detailing each GLO lease, the
acreage associated, and which acreage is inactive, in 2 proration unit for a producing well, or a lease
not attached to either Block 58 ST 40-14 #1H or Block 58 State 42 #1H and erroneously included

in the GLO letter.

Please let me know if you have any questions.

Regards,

'U%qdomﬁ_ c &%W

Land Representative

Enclosure



Exhibit “A”

Block 58 ST 40-14 #1H (API #42-389-32449): 552 acre unit in E/2 & 231.84 acre in W/2 of Section 40
MF107619: 80 acres, covering the W/2 of NE/4 of Section 40, Block 58

MF107619A/TX00351.001: Kelly H. Baxter

MF107619B/TX00350.001: Mark Chapman

Entire lease included in pooled unit

MF107769: 80 acres, covering the E/2 of NE/4 of Section 40, Block 58
TX02415.001: Helen Carolyn Allen, et al, agents for the State of Texas
Entire lease included in pooled unit

MF104778: 1,095.22 acres, covering the E/2 of Section 39, SE/4 of Section 40, & all Section 42, Block 58
MF104778A/TX00349.001; Dela Minerals, Inc.

Section 39: Inactive
SE/4 Section 40: Included in Block 58 ST 40-14 #1H pooled unit
Section 42: 357.47 acres inactive, 258 acres included in pooled unit for Block 58 State 42 #1H pooled unit

All of Section 42, Block 58

MF104778F: Nellie Gohlke Trust

MF104778G/TX02494.001: Anne Covington Henderson

MF104778H/TX02494.003: Ted Michael Covington

MF 1047781/TX02494.002; Jane Covington Drake

MF104778F: Nellie Gohlke Trust

MF104778)/TX02495.001; The Estate of Nellie May Gohlke

Section 42: 357.47 acres inactive, 258 acres included in pooied unit for Block 58 State 42 #1H pocled unit

MF104548: 1,120 acres, covering the SW/4 of Section 39, W/2 of Section 40, W/2 of Section 45, N/2 of Section 46,
Block 58
TX00268.001: Lester Charles Weatherby, Jr., agent for the State of Texas

Section 39, 45 & 46: Inactive
W/2 of Section 40; 231.84 acres included in the Black 58 ST 40-14 #1H pooled unit, 88 acres inactive




nsk 4551

Block 58 State 42 #1H (API #42-389-32497): 513 acre unit including 258 acres in Section 42, 113 acres in

Section 41 & 142 acres in Section 1

MF104580: 129 acres, covering W/2 of Section 41, Block 58
TX0270.001: State of Texas, Lessor

113 acres included in the Block 58 State 42 #1H unit, 16 acres inactive

MF104778: 1,095.22 acres, covering the E/2 of Section 39, SE/4 of Section 40, & all of Section 42, Block 58 (same
as Block 58 ST 40-14 |H GLO Letter)

MF104778A/TX00349.001: Dela Minerals, Inc.

Section 39: Inactive

SE/4 Section 40: Included in Block 58 ST 40-14 #1H pooled unit

Section 42: 357.47 acres inactive, 258 acres included in pooled unit for Block 58 State 42 #1H pooled unit

All of Section 42, Block 58 (same as Block 58 ST 40-14 1H GLO Letter)

MF104778F: Nellie Gohlke Trust

MF104778G/TX02494,001: Anne Covington Henderson

MF104778H/TX02494.003: Ted Michael Covington

MF 1047781/TX02494.002: Jane Covington Drake

MF104778)/TX02495.001: The Estate of Nellie May Gohlke

Section 42: 357.47 acres inactive, 258 acres included in pooled unit for Block 58 State 42 #1H pooled unit

MF105285: 1.895.47 acres, covering all of Section 31, 32 and 42, Block 58

MF105285A/TX00347.001: Catherine Funk Wall Trust A

MF105285B/TX00345.004: D.D. Wall Estate Trust A

MF105285H/TX00345.002: D.D. Wall Estate Trust B

MF1052851/TX00345.003: Catherine Funk Wall Trust B

MF 105285J/TX00345.001: Mary B. Harwit Unitrust

MF105285K/TX00346.002: Mary Y. Tippens Testamentary Trust

MF105285M/TX00348.001: Texas Scottish Rite Hospital

MF105285L/TX00346.001: Esther Shuman Testamentary Trust

Section 31 & 32: Acreage included in the Block 58 State 31-3 (API #42-389-32452) & Block 58 State 32 1{API
#42-389-32398) units.

Section 42: 357.47 acres inactive, 258 acres included in pooled unit for Block 58 State 42 #1H pooled unit

Leases Mistakenly Included in GLO Letter:

MF105285D/TX00342.001: Dela Minerals, Inc.

Lease covers only Section 31 & 32, Block 58

Section 31 & 32: Acreage included in the Block 58 State 31-3 (APl #42-389-32452) & Block 58 State 32 1(API

#42-389-32398) units.

MF105285E/TX00342.004: Ted Michael Covington
MF105285F/TX00342.002: Ann Covington Henderson
MF105285G/TX00342.003: Jane Covington Drake
MF105285C/TX00342.005: Estate of Nellie May Gohlke
These leases cover only Sections 31 and 32
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Linda Price - Block 58 State 42 #1H & Block 58 ST 40-14 #1H

TS UTE = o e - ]

From: Linda Price

To: Lindsay.Sheffield@shell.com

Date: 10/25/2013 9:55 AM

Subject: Block 58 State 42 #1H & Block 58 ST 40-14 #1H
CC: Drew Reid

Attachments:

5206 SWEPI 10-25-2013.pdf

Lindsay:
Attached please find my letter with the GLO's response to your letter dated October 14, 2013.
Please be advised that no hard copy will be mailed unless so requested.

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\LPrice\Local Settings\Temp\XPgrpwise\526A4003DO...  10/25/2013




Subject: Block 58 State 42 #1H & Block 58 ST 40-14 #1H

Created By: Linda.Price@GLO.TEXAS.GOV

Scheduled Date:

Creation Date: 10/25/2013 8:55 AM

From: Linda Price

Reclpient ' - T  Action
CC: Drew Reid (Drew Reid@GLO. TEXAS.GOV) DeEi\_nfrgq
To: Lindsay.Sheffield@shell. com {Lindsay. Sheffield@shell.com) Transferred

Mev- 11

Page 1 of 1

‘Date&Tme  Comment
10/25/2013 9:55 AM
1012572013 9:55 AM

file://C:\Documents and Settings\L.Price\Local Settings\Temp\XPgrpwise\526A4003DO0O...  10/31/2013
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GUENERAL LAND ONFICI

JERRY PATTERSON, COMMISSIONER

T XADS

October 25, 2013

Lindsay ShefTield

Land Representative

Shell Upstream Americas

P. O. Box 576

Houston, Texas 77001-0576

(Via email to Lindsay.Sheffieldashell.com)

RE: State Lease MF107619 2 RAL Leases, described on Page 3
State Lease MF107769 RAL Lease, described on Page 3
State Lease MF104778A RAL Lease, described on Page 3
State Lease MF104548 RAL Lease, described on Page 3

Well: Block 58 ST 40-14 #1H (AP # 42-389-32449)
Dear Ms. Sheffield:

The GLO is in receipt of your letter dated October 14, 2013 in response to our termination letter dated
August 29, 2013.

Based upon our research and the information contained in your response, the referenced leases have
terminated. With regard to SWEPI’s request of the GLO to ratify the leases, please be advised that,
pursuant to the TAC (Texas Administrative Code), the GLO cannot ratify leases. Please refer to the TAC
provision below:

Texas Administrative Code, Title 31, Part [, Chapter 9, Subchapter C, Rule §9.34

(e) No ratification or revivor. If a lessee fails to conduct drilling and reworking operations or to obtain
an extension in accordance with this section and the lease terms and lessee has not otherwise maintained
the lease, no action by the state or an owner of the soil on Relinquishment Act property, may ratify, re-
grant or revive the terminated lease or may estop the state from asserting lease termination.

On page 2 of your letter, you stated that “If the GLO is unwilling to ratify the leases as to Block 58 ST
40-14 #1H & Block 58 State 42 #1H proration units, SWEPI LP is seeking a reimbursement of the
improperly paid royalties from the time the leases expired. In such a case, the leases were no longer
active, thus, the GLO was not entitled to royalty payments on the production.”

Please be advised that, retroactive to the termination date of August 30, 2012, the GLO owns 100% of the
mineral interest and all revenue generated by the producing well. The GLO may be willing to negotiate a
monthly operating expense fee to be deducted from the revenue.

Stephen F Austin Building » 1700 North Congress Avenue « Austin, Texas 78701-1495
Post Otfice Box 12873 « Austin, Texas 78711-2873
512-463-5001 « 800-998-3GLO

wwwglostate. s




Lindsay Sheffield

Shell Upstream Americas
October 25, 2013

Page 2

Although the GLO cannot ratify the terminated leases, we would approve one of the two following
options:

Option |

SWEPI can negotiate with the surface owners, as agents for the State of Texas, one-year leases backdated
to August 30, 2012, for the 200 acres covering the SE/4 SW/4, W/2 SE/4 and S/2 NE/4 of Section 40,
Block 58, PSL Survey, Reeves County, from the surface to 12,378’, with a bonus to be shared equally
between the State and the surface owners.

Option 2
SWEPI may negotiate new, long term leases with the surface owners at the market rate.

Please notify me within 30 days of the date of this letter whether or not SWEPI would like to exercise one
of the two GLO-approved options. SWEPI will contact Drew Reid of this office for approval of any new
leases that you take. If 1 do not receive notification of your election within said 30 day period, these
leases will be endorsed “terminated” and our Financial Management division will contact SWEPI
regarding revenues due the State after August 30, 2012.

Then, submit to me, for the GLO's approval, a draft of either the partial releases or full releases of the
leases, depending upon SWEPI's decision. Please be specific in the description of the land and depths
being released, describing the lease tracts by actual number of acres and depths and the section, block,
township, survey, abstract, county, state, etc., where located. List each lessor who acted as agent for the
state by name, State Lease Number (MF followed by six digits and an alpha character for undivided
interest) and list the recording information of the leases by volume and page and county(ies) where
recorded.

Upon approval and after the release(s) are executed and recorded, please file with this office a certified,
recorded copy of the partial release or full release of the leases, along with a filing fee of $25.00 per state
lease, and send it to my attention at the General Land Office.

If vou have any questions, please contact me.

Sincerely yours

Linda Price, RL

Energy Resources, Mineral Leasing
512-463-5118

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

cc: Drew Reid via email to Drew.Reid@glo.texas.gov




Lindsay Sheffield

Shell Upstream Americas
October 25, 2013

Page 3

MF107619
80 acres, covering the W/2 of NE/4 of Section 40, Block 58, PSL Survey, Reeves County, TX

State Lease No. Agent for State of TX lLease Date Recorded Bk/Page
MF107619A Kelly H. Baxter 01/20/2006 726/598
MF107619B Mark A. Chapman 08/26/2005 725/331

*If SWEPI exercises Option 1, the GLO requests a release of the NW/4 NE/4 of Section 40.
I SWEPI does not exercise Option |, the GLO requests a full release of this lease.

MF107769

80 acres, covering the E/2 of the NE/4 of Section 40, Block 58, PSL Survey, Reeves County, TX
Lease dated November 13, 2006

Recorded as File No. 428, Reeves County, Texas

Helen Carolyn Allen, et al, agents for State of Texas, Lessor

*If SWEPI exercises Option |, the GLO requests a release of the NE/4 NE/4 of Section 40.
**1f SWEPI does not exercise Option 1, the GLO requests a full release of this lease.

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

Lease dated February 18, 2005

Recorded in Volume 702, Page 686, Reeves County, Texas

Dela Minerals, Inc., agent for State of Texas, Lessor

*If SWEPI exercises Option |, the GLO requests a release of the E/2 of Section 39, the E/2 SE/4 of
Section 40 and all of Section 42,
**1f SWEPI does not exercise Option 1, the GLO requests a full release of this lease.

MET104548

1,120 acres, covering the SW/4 of Section 39, W/2 of Section 40, W/2 of Section 45, N/2 of Section 46,
Block 58, PSL Survey, Reeves County, Texas

Lease dated October 13, 2004

Recorded in Volume 694, Page 350, Reeves County, Texas

Lester Charles Weatherby Jr., agent for State of Texas, Lessor

*If SWEPI exercises Option |, the GLO requests a release of the SW/4 of Section 39, NW/4, N/2 SW/4
and SW/4 SW/4 of Section 40, W/2 of Section 45 and N/2 of Section 46.
**If SWEPI does not exercise Option |, the GLO requests a full release of this lease.
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Linda Price - RE: Block 58 State 42 #1H & Block 58 ST 40-14 #1H

From: <Lindsay.Sheffield@shell.com>

To: Linda.Price@GLO. TEXAS.GOV

Date: 11/21/2013 8:32 AM

Subject: RE: Block 58 State 42 #1H & Block 58 ST 40-14 #1H

CC: Meredith.MacAllister@shell.com; brian.chaffee/@shell.com; Drew. Reid@GLO.T...

Linda,

SWEP! will be pursuing Option 1 for the Block State 58 40-14 #1H well. We will have our brokers coordinate
with Drew for the new one-year backdated leases. Once we have the new leases, with their specific land
descriptions, Meredith will coordinate with you on the releases for the expired leases laid out on the last page
of your letter dated October 25, 2013.

Thanks,

Lindsay E. Sheffield

Land Representative

Contracts & Joint Ventures

Shell Exploration & Production - Americas
P O Box 576, Houston, TX 77001-0576
United States of America

Tel: +1 832 337 0146 Fax: +1 281 544 5022
Email: Lindsay Sheffield@shell. com

Internet: http.//www shell com/eandp-en

From: Linda Price [Linda.Price@GLO.TEXAS.GOV]

Sent: Friday, October 25, 2013 9:55 AM

To: Sheffield, Lindsay E SEPCO-UAU/L/UP

Cc: Drew Reid

Subject: Block 58 State 42 #1H & Block 58 ST 40-14 #1H

Lindsay:
Attached please find my letter with the GLO's response to your letter dated October 14, 2013.
Please be advised that no hard copy will be mailed unless so requested.

Thank you.
Linda

Linda Price, RL

file://C:\Documents and Settings\L.Price\Local Settings\Temp\XPgrpwise\528DD196DOMI... 6/9/2014
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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\528DD196DOM1... 6/9/2014
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GENERAL LAND OFFICI

JERRY PATTERSON, COMMISSIONER

February 18, 2014

Meredith McAllister, CPLTA

Senior Lease Analyst

Shell Exploration & Production Company

200 N. Dairy Ashford

Houston, Texas 77079

(Via email to meredith.macallisteriashell.com)

RI: State Lease MF107619 2 RAL Leases, described on Page 3
State Lease MF107769 RAL Lease, described on Page 3
State Lease MF104778 6 RAL Leases, described on Page 3
State Lease MF104548 RAL Lease, described on Page 3
Well: Block 58 ST 40-14 #1H (API # 42-389-32449)

Dear Ms. MacAllister:

On August 29, 2013, the GLO sent Brian Chaffee of Shell a letter notifying him that our research
indicated that there was a four month lapse in production of the referenced well and that, without
evidence of operations adequate to perpetuate the leases without a cessation of more than 60
cumulative days, the related leases were subject to termination.

Shell replied with a letter dated October 14, 2013 requesting that the GLO ratify the leases. On
October 25, 2013, we replied that the GLO could not ratify the leases and offered Shell the
following two options: Option 1) negotiate with the surface owners, as agents for the State of
Texas, one-year leases backdated to August 30, 2012, for the 200 acres covering the SE/4 SW/4,
W/2 SE/4 and S/2 NE/4 of Section 40, Block 58, PSL Survey, Reeves County, from the surface
to 12.378", with a bonus to be shared equally between the State and the surface owners or Option
2) negotiate new, long term leases with the surface owners at the market rate. We gave Shell 30
days from the date of our letter to notify us as to which option they elected, if either.

On November 21, 2013, Shell informed the GLO that they were planning to pursue Option 1.
Subsequently, Drew Reid, of the GLO, was contacted by one of Shell’s brokers and informed
that he had acquired all but one of the new, short-term leases. However, although almost three
months have passed, none of the new leases have been filed with the GLO. Therefore, this letter
is to request that all of the new leases, payments and fees be filed with the GLO within 30 days
of the date of this letter or we will have to assume that Shell did not acquire the new leases and
we will retract our offer of the election of Option 1.

Stephen Fo Austin Building < 1700 Naorth Congress Avenue * Austin, Texas 78701-1495
Post Office Box 12873 « Austin, Texas 78711-2873
512-463-5001 = 800-998-451.0
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Meredith MacAllister

Shell Exploration & Production Company
February 18, 2014
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If Shell files the new leases within the 30 days allowed, please submit to me, for the GLO’s
approval, a draft of partial releases of all but the 200 acres from the surface down to 12,378, as
previously described. If Shell does not file the new leases within the 30 days, please submit full
releases of all of the leases, except for Section 42 of MF104778A (see note regarding Section 42
in the lease description on the following page).

In the partial releases or full releases of the leases, please be specific in the description of the land and
depths being released, describing the lease tracts by actual number of acres and depths and the section,
block. township, survey, abstract, county, state, etc., where located. List each lessor who acted as agent
for the state by name, State Lease Number (MF followed by six digits and an alpha character for
undivided interest) and list the recording information of the leases by volume and page and county(ies)
where recorded.

Please contact me if you have any questions.

Sincerely,

e

Linda Price, RL

Energy Resources, Mineral Leasing
512-463-5118

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

cc: Drew Reid via email to Drew.Reid@glo.texas.gov



Meredith MacAllister

Shell Exploration & Production Company
February 18, 2014
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MF107619 80 acres, covering the W/2 of NE/4 of Section 40, Block 58, PSL Survey, Reeves
County, TX

State Lease No. Agent for State of TX Lease Date  Recorded Bk/Page
MFI107619A Kelly H. Baxter 01/20/2006 726/598
MF107619B Mark A. Chapman 08/26/2005 725/331

*If SWEPI exercises Option 1, the GLO requests a release of the NW/4 NE/4 of Section 40 and all depths
below 12,378 in the SW/4 of NE/4 of Section 40.

**1f SWEPI does not exercise Option 1, the GLO requests a full release of these leases.

MF107769 80 acres, covering the E/2 of the NE/4 of Section 40, Block 58, PSL Survey, Reeves
County, TX

State |ease No. Agent for State of TX Lease Date  Recorded Bk/Page

MF107769 Helen Carolyn Allen, et al 11/13/2006 File No. 428

*If SWEPI exercises Option 1, the GLO requests a release of the NE/4 NE/4 of Section 40 and all depths
below 12,378 in the SE/4 NE/4 of Section 40.
**1f SWEPI does not exercise Option I, the GLO requests a full release of this lease.

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 lLease Date  Recorded Bk/Page
MF104778A Dela Minerals, Inc. 02/18/2005 702/686

If SWEPI exercises Option |, the GLO requests a release of the E/2 of Section 39 and the E/2 SE/4 of
Section 40 and all depths below 12,378" in the W/2 SE/4 of Section 40.

*Section 42 is part of Unit Block 58 State 42 #1H (API#42-389-32497) which is line for review because
of a similar situation. Shell may release it or hold it with the knowledge that, if held, the State may
request a release of it later based upon the review of Unit Block 58 State 42.

MF104548 1,120 acres, covering the SW/4 of Section 39, W/2 of Section 40, W/2 of Section
45, N/2 of Section 46, Block 58, PSL Survey, Reeves County, Texas

State Lease No. Agent for State of TX Lease Date  Recorded Bk/Page
MF 104548 Lester Charles Weatherby Jr.  10/13/2004 694/350

If SWEPI exercises Option 1, the GLO requests a release of the SW/4 of Section 39, NW/4, N/2 SW/4
and SW/4 SW/4 of Section 40, W/2 of Section 45 and N/2 of Section 46 and all depths below 12,378 in
the SE/4 SW/4 of Section 40.




File No. |F /o4 778 @
_Qo}'on Mm(."fmn k’#tf
(ordpuns an/; 7o A Lease
Date Filed: _@//fﬁo/‘/
Jerry L. Patterson. Commissioner

By m




Page 1 of 2

From: <Lindsay.Sheffield@shell.com>

To: <Linda.Price@GLO.TEXAS.GOV>, <Drew.Reid@GLO.TEXAS.GOV>
Date: 3/7/2014 10:44 AM

Subject: RE: Section 40, Block 58

CC: <bhebert@acadianland.com>

Linda/Drew:

Just an update, we have finally gotten some discussion with Helen Allen with regards to her lease. We are also
finally getting some response from Mr. Weatherby. Our primary concern right now is the Dela Minerals tract.
We have not been able to get consistent response from Mr. Covington, as he was ill and now hasn’t been
responding to our calls. We are still actively pursuing these leases, but as the 30 days required in your letter
are ticking, | just wanted to continue to update you on our status. Bucky Hebert is diligently pursuing this on
our behalf.

1 will let you know once we get more signed leases. As an FY|, [ will be out of the office for my wedding and

honeymoon from March 20™ back April 7th, so if anything arises, please contact Brian Chaffee as he will be
able to immediately respond.

Thanks,
Lindsay E. Sheffield

l.and Representative

Contracts & Joint Ventures

Shell Exploration & Production - Americas
P. O. Box 576, Houston, TX 77001-0576
United States of America

Tel: +1 832 337 0145 Fax: +1 281 544 5022
Ematl:; Lindsay.Sheffield@shell.com

Internet: http://www.shell.com/eandp-en

From: Linda Price [Linda.Price@GLO.TEXAS.GOV]
Sent: Thursday, February 20, 2014 1:03 PM

To: Sheffield, Lindsay E SEPCO-UAU/L/UP
Subject: Re; Section 40, Block 58

Hi Lindsay:

Thank you for the update. I'll let Drew Reid know to expect the leases.
Thanks.

Linda

Linda Price, RL

Texas General Land Office
Energy Resources, Mineral Leasing

Phone; {512)463-5118

file://C:\Documents and Settings\L.Price\Local Settings\Temp\XPgrpwise\5319A303DOM... 3/10/2014
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' Fax: (512) 475-1543

Linda.Price@qglo.texas.qov

>>> <Lindsay.Sheffield@shell.com> 2/20/2014 10:33 AM >>>
Linda,

Meredith passed along the GLO's letter from 2/18, so | just wanted to give you a status update. Attached are 2
of the leases we have received signed. We are in contact with Mr. Weatherby and Ms. Allen regarding terms,
and | believe we have reached an agreement, but are waiting for the leases to be executed. Our brokers have
also been in contact with Mr. Covington at Dela Minerals, but he has been ill so progress has been slow. We
should have everything hopefully tied up in the next 20 days, but just wanted to give you a status update.

Thanks,

Lindsay E. Sheffield

Land Representative

Contracts & Joint Ventures

Shell Exploration & Production - Americas
P. 0. Box 576, Houston, TX 77001-0576
United States of America

Tel; +1 832 337 0146 Fax: +1 281 544 5022
Email: Lindsay.Sheffield@shell.com
Internet: http://www _shell.com/eandp-en

file://C:\Documents and Settings\LPrice\Local Settings\Temp\XPgrpwise\5319A303DOM... 3/10/2014
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Linda Price - Re: Section 40, Block 58 Update

From: <brian.chaffee@shell.com>

To: Lindsay.Sheffield@shell.com; Linda.Price@GLO.TEXAS.GOV
Date: 3/19/2014 7:43 AM

Subject: Re: Section 40, Block 58 Update

CC: Drew.Reid@GLO.TEXAS.GOV

Thanks Linda. We certainly appreciate this.
Brian

Brian Chaffee

Staff Contracts Representative

Permian Basin

Shell Exploration & Production Company

Office 832.337.2781
Cell 713.366.1284
Fax 832.932.7438

From: Linda Price [Linda.Price@GLO.TEXAS.GOV]

Sent: Wednesday, March 19, 2014 06:40 AM Central Standard Time

To: Sheffield, Lindsay E SEPCO-UAU/L/UP

Cc: Drew Reid <Drew.Reid@GLO.TEXAS.GOV>; Chaffee, Brian D SEPCO-UAU/L/UP
Subject: Re: Section 40, Block 58 Update

Brian:

As requested by Lindsay in her email below, the GLO agrees to grant a 30-day extension of the date that the
executed leases are filed with the GLO. By my calculation, thirty days from March 20, the original deadline, is
April 19, which is a Saturday. Therefore, the leases are due Monday, April 21.

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@qlo.texas.qov

>>> <Lindsay.Sheffield@shell.com> 3/18/2014 9:02 AM >>>
Linda,

file://C:\Documents and Settings\LPrice\Local Settings\Temp\XPgrpwise\53439D77DOMI... 6/9/2014
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i just spoke with our broker, and since the 30 day window is closing, | wanted to update you on our
negotiations.

Mr. Weatherby has accepted our bonus offer, but his attorney is not returning calls to proceed with the lease
form. Bucky spoke with Mr, Weatherby, and he said he would call his attorney to fast-track negotiations on
the lease form which shouldn't be an issue for us.

Mrs. Helen Allen is still working on her finalized version of the lease for us to review, but we are aware of most
of her anticipated changes and should not have an issue with what we know of. She will try and have her
proposed changes to us by Thursday.

Mr. Covington at Dela Minerals still has not reviewed our numerous proposals to him, but had thought our
bonus offer was fair. We have let him know it is time sensitive, but he has been hard to keep continuous
contact with. Bucky will follow up with him again today.

As you can see, we are continue to work the situation, but | am not sure we will have signed leases by March

20", Would it be possible to get a 30 day extension to having the signed leases in your hands? The process of
signing the lessors has taken more time than usual, but we have come to what we believe are agreements with
everyone, just not signed the documents. If not, we will have to shut the well in until the leases are signed to
prevent any sort of legal risks. We'd prefer to continue operating the well unti! all of this is completed (the
leasing and releases) to continue paying royalties to the State.

Please let me know if you would grant us a 30 day extension.

Thanks,

Lindsay E. Sheffield

Land Representative

Contracts & Joint Ventures

Shell Exploration & Production - Americas
P. O. Box 576, Houston, TX 77001-0576
United States of America

Tel: +1 832 337 0146 Fax: +1 281 544 5022
Email: Lindsay Sheffield@shell. com

Internet: http://www shell. com/eandp-en

file://C:\Documents and Settings\L.Price\Local Settings\Temp\XPgrpwise\53439D77DOM1... 6/9/2014
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Linda Price - RE: Block 40, Section 58

—— e e AR el LSS

From:  <Lindsay.Sheffield@shell.com>
To: <Linda.Price@GLO. TEXAS.GOV>
Date: 4/17/2014 10:50 AM

Subject: RE: Block 40, Section 58

Excellent! Thank you. Once | get them in the mail | will send you the tracking number to ensure they are
properly delivered.

Lindsay Sheffield Turner

Land Representative

Contracts & Joint Ventures

Shell Exploration & Production - Americas
P O Box 576, Houston, TX 77001-0576
United States of America

Tel: +1 832 337 0146 Fax: +1 281 544 5022
Email: Lindsay.Sheffield@shell. com
Internet: http://www.shell com/eandp-en

From: Linda Price [Linda.Price@GLO.TEXAS.GOV]
Sent: Thursday, April 17, 2014 10:45 AM

To: Turner, Lindsay S SEPCO-UAU/L/UP
Subject: RE: Block 40, Section 58

Lindsay:

Monday is a Skeleton Crew day for the GLO. Drew and I were just discussing the deadline and he said that
because of the Skeleton Day, we can give you an extra day. That way, you can FedEx them, rather than driving
them up here and neither one of us being here to receive them.

Thanks.
Linda

>>> <Lindsay.Sheffield@shell.com> 4/17/2014 10:11 AM >>>
Linda,

We are going to receive the leases for execution today, and then | will drive them up to y'all on Monday. There
is some concern with trying to overnight them over the holiday, so | can make a quick trip. Should | ask for you
or Drew when | arrive?

Lindsay Sheffield Turner

Land Representative

Contracts & Joint Ventures

Shell Exploration & Production - Americas
P O Box 576, Houston, TX 77001-0576
United States of America

Tel: +1 832 337 0146 Fax: +1 281 544 5022
Email: Lindsay.Sheffield@shell.com

Internet: http.//www shell.com/eandp-en
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From: Linda Price [mailto:Linda.Price@GLO.TEXAS.GOV]
Sent: Thursday, April 17, 2014 8:51 AM

To: Turner, Lindsay S SEPCO-UAU/L/UP
Cc: Drew Reid
Subject: Re:; Block 40, Section 58

Lindsay:
Thanks for the update and for emailing working copies of the leases.

Please have Bucky make sure the leases are received into the GLO on or before Monday, April 21 in order to be
in compliance with the extension deadline; however, please also note that the GLO will be closed tomorrow,
Friday 18, 2014 for Good Friday.

Thank you.
Linda

Linda Price, RL

Texas General Land Office

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

Fax: (512) 475-1543
Linda.Price@qglo.texas.qov

>>> <Lindsay.Sheffield@shell.com> 4/16/2014 1:37 PM >>>
Linda,

Just wanted to give you a heads up that we have received all the back-dated lease for the above section
(attached). Bucky will be forwarding them to Drew Reid. Meredith Macallister will bring processing the
release as per your letter from February, to be executed and routed to the GLO.

Thanks,

Lindsay Sheffield Turner

Land Representative

Contracts & Joint Ventures

Shell Exploration & Production - Americas
P. O. Box 576, Houston, TX 77001-0576
United States of America

Tel: +1 832 337 0146 Fax: +1 281 544 5022
Email: Lindsay.Sheffield@shell.com
Internet: http:.//www shell.com/eandp-en
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Linda Price - RE: Unit Block 58 State 40-14
w

From: <Meredith. MacAllister@shell.com>
To: <Linda.Price@GLO.TEXAS.GOV>
Date: 5/29/2014 2:03 PM

Subject: RE: Unit Block 58 State 40-14

CC: <brian.chaffee@shell.com>

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

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

file://C:\Documents and Settings\LPrice\Local Settings\Temp\XPgrpwise\53873E41DOMI...  6/6/2014
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Linda Price, RL

Texas General Land Office

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

Fax: (512)475-1543
Linda.Price@qlo.texas.qov
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OIL AND GAS LEASE
THIS AGREEMENT is madn and amtered Into this_30th | day of Augyst 2012 . batwean the State of Texas, scting
by and through its agent, DELA MINERALS INC, of £.0. J i ee 37072
{Give Permanent Adcdr res)
said agent hereln raferred to as the owner of the sall (whether ang of more), and SWEPILP
of PG, Box 378, Houston, Texas 77004 hereinafiar caled Lessee,

(Ghve Permanen Address)

1. GRANTING CLAUSE. For and in consideration of the amounts wtated below and of the covenants and agreements to be pald, kept and
performed by Lessse under this lease, the State of Texas acting by and tivough the swner of the soll, hereby grants, leases and kets unto Lessas, for
the sole and only purposa of prospecting and driling tor and producing o end gas, laying pips Enes, building tanks, storing ol and buliding power
sintions, telephone lines and other siruchares thereon, to produce, save, tnke ¢are of, treat and transport sald products of the lease, the folowing iands
wituated in Reeyes County, State of Texas, lo-wit:

The West Half of the Southesst Quarter (W/2 of the 5E/4) of Section 40, Biock 58, PSL Survey, Reeves County, Texas, insofar es fo only cover fom
4 tha swface down to 12,378

containing 80.00 acres, more of less. The borus consideration pald for this leasa is as follows:

To the State of Texas: Fory Thousgnd Doftars & D0/100
Doflars ($120,000,09 )

To tha owner of the sail: Forty Thousand Doliars & 90/100
Doflars (312000000 )

Total bonus conslderation: Eighty Thousand Doltars & 90/100
Dolars ($240.000 00 )
Tha total bonus consideralion pald represents a bonuw of Thyee Thousand Dollars & 00/100

Dallars ($3,000.00 ) per acre, on 80.0¢ net acres.
2. TERM. Subject to the other provisions in this lease, this leass shall ba for 8 term of One (1) years from

this date (hefein calied “primary term™) and as long thernafter as ofl and gas, or either of them, s produced In paying quantities from said land. As used
in this lease, the term “produced in paying quanties® maans that the recaipts from the sale or other authorized commercial use of tha substance(s)
covered sxcesd out of pocket operstional expansey for the six months last past.

3. DELAY RENTALS. i no well s commenced on tha leasad pramises on or befors one {1) year hom this data, this lease shall terminata,
uniesa on or before such anniversary date Lessee shall pay or tender 1o the ownar of the soll of to his credit in the Y H
QF THE SO Bank, at .
or its successors (which shall continue as the depository regardiess of changes In the ownership of said land), the amount specified below; In addition,
Lessae shall pay of terder to the COMMISSIONER OF THE GENERAL LAND OFFICE OF THE STATE OF TEXAS, AT AUSTIN, TEXAS, a like sum on
of bafore 3aid date, Payments under this paragraph shall operate as 8 rental and shalk cover the privilege of defaming the commencement of & well for
one {1) year from sald date. Payments under this paregraph shall be In the following amounts:

To the owner of the sail: Forty and 00/ 100

Dolars ($40.00 )
To the State of Texms: Forty and 00/100
Doliar {$40.00 1
Total Dalay Rental: Eighty and 00/100
Doltars {$80 0O )

In & lIke menner and upon Bxe payments or tenders annuslly, the commencemeit of & well may be frther deferred for successive periods of ane (1)
year each during the primary term, All payments or tenders of rental to the owner of the sof may be made by check of sight draft of Lescee, or #rry
sasignes of this lsase. and may be delvesed on or before the rental paying date, If the bank designated in this paragraph (or its successor bank) should
cease to exist, suspend business, quidate, fad or be succeeded by another bank, or for any reason fall of refuss to accept rantal, Lessee shall not be
held in default for falure to make such payments or tenders of rental until thirty (30) days after the cwner of the soil shall defver 1 Lessce a proper
recordable instrument naming ancther bank as agent to receive such paymenta or tanders.

4. PRODUCTION ROYALTIES. Upon production of oll and/or gas, Lessee agrees ko pay of cause to ba paid one-haif (1/2) of the roysity
provided for in this leasa io the Commissionsr of the General Land Offics of the State of Texas, at Austin, Texss, and one-half (1/2) of such royaly to the



owner of the soll

(A) OIL. Royaity payable on oil, which is defined as including all hydrocarbons produced in a liquid form at the mouth of the well and aiso as
all condensate, distillate, and other liquid hydrocarbons recovered rom ol or gas run through a separator or other equipment, as hereinafler provided,
shallbe __1/4 part of the gross production or the market value thereof, at the option of the gwner of the soil or the Commissioner of the General
Land Office, such value to be determined by 1) the highast posted price, plus pramium, if any, offered or paid for oll, condensate, distillate, or other liquid
hydrocarbons, 1esp ly, of a like type and gravity In the genera! area where produced and when run, or 2) the highest market price thereof offered or
mdhhwwﬂtumuw-ﬁmnm of 3) the gross proceeds of the sale thereol, whichever is the greater. Lessee agrees that before
any gas produced from the lsased premises is sold, used or processed in a plant, & will be run free of cost to the royalty owners through an adequate ofl
and gas separator of conventional type, or other equipment at least as efficent. so that all iquid hydrocarbons recaverable from the gas by such means
will be recovered The requiremant that such gas be run through a separator of other equipment may be waived, in writing, by the royaRy owners upon
such terms and conditions as they prescribe

(B) NON PROCESSED GAS. Royally 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 wel on said land (except as provided herein with respect 1o gas procassed In a plant for
the extraction of gasoline, liquid hydrocarbons or othar products) shall be ___ 1/4 part of the gross production or the market value thereol, at the
option of the owner of e soll or the Comimisaioner 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 srea where produced and whan run, of the gross price paid or offered to the producer, whichever is the greater;
provided that the maximum pressure base in measuring the gas under this lease shail not at any ime exceed 14 .85 pounds per square inch absolute,
and the standard base tamperature shall be sixty (60) degrees Fahrenheit, correction to be made for pressure according lo Boyle's Law, and for specific
gravity according to tests made by the Balance Method or by the most approved method of testing being used by the industry at the time of testing.

(C) PROCESSED GAS. Royalty on any gas processed in a gasoline plant or other plant for the recovery of gasoline or other liquid
hydrocarbons shall be ___ 1/4 part of the residue gas and the liquid hydrocarbons exiracted or the market value thereof, al the oplion of the ownar
of the soll or the Commissioner of the General Land Office. All royalties due herein shall be based on one hundred percent (100%) of the total plant
production of residue gas attributable 1o gas produced from this lsase, and on fifty percent (50%), or that percent sccruing lo Lessee, whichever Is the
greatar, of tha total plant production of liquid hydrocarbons attributable fo the pas produced from this lease; provided that if liquid hydrocarbons are

d from gas p d in & plant in which Lessee (of its parent, subsidiary or affilaie) owns an interest, then the percentage applicable to liquid
hydrocarbons shall be fifty parcent (50%) or the highest percent accruing fo a third party processing gas through such plant under & processing
agreement negotisted st arm's length (or Iif 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 markel
price paid or offered for any gas (or liquid hydrocarbons) of comparabie quality in the general rea, or 2) the gross price paid or offered for such residue
gas (or the weighted average gross salling prica for the respective grades of liquid hydrocarbons), whichever |s the greater In no event, however, shall
the royaities payable under this paragraph be less than the royalties which would have bean due had the gas not been processed.

(D) OTHER PRODUCTS. Royalty on carbon black, sulphur or any other products produced or factured from gas (excepting liquid
hydrocarbons) whether sald gas be "casinghead,” “dry,” or any other gas, by hractionating, burning or any other processing shall be 144 part of
the gross prodt of such prod: , or the market value thereof, at the option of the owner of the soll or the Commissioner of the General Land Office,
such market value to be determined as follows: 1) on the basis of the highest market price of each product for the same month in which such product is
produced, or 2) on the basis of the average gross sale price of each product for the same month in which such products are produced, whichever is the
greater,

6. MINIMUM ROYALTY. During any year after the expiration of the primary term of this lease, if this lease is maintained by production, the
royalties pald under this lease in no event shall be less than an amount squal to the total annual delay rental herein provided, otherwise, there shall be
due and payable on or before the last day of the month succeeding the anniversary date of this lease s sum equal to the total annual rental less the
amount of royalties pald during the preceding year. If Paragraph 3 of this lease does not specify a delay rental amount, then for the purposes of this
paragraph, the delay rental amount shall be one doflar ($1.00) per acre

8. ROYALTY IN KIND. Notwithstanding any other provision in this lease, st any time or from time to time, the owner of the soll or the
Commissionar of tha General Land Office may, at the option of either, upon not less than sixty (60) days notice to the holder of the leass, require that the
payment of any royaities acoruing 1o such royalty owner under this lease be made in kind. The owner of the soil's or the Commissioner of the General
Land Office’s right to take its royalty in kind shall not diminish or negate the owner of the soil's or the Commissioner of the General Land Office’s rights
or Lessee's obligations, whether express or implied, under this lease

7. NO DEDUCTIONS. mwmhlumammmmchmmuumwmummm
the cost of producing, gathering, storing, separsting, treating, dehydrating, compressing, pr 9, and otherwise making the oll, gas and
ather products hereunder ready for sale or use L.lunlmmeom-\dp-vmﬂhlmhmmumd Inciuding any reimbursements
for severance taxes and production related costs.

8. PLANT FUEL AND RECYCLED GAS. No royalty shall be payable on any ges as may rep this lease's proportionate share of any fusl
used 1o process gas produced harsunder in any processing plant. Notwithstanding any other provision of this lease, and subject to the written consent of
the owner of the soll and the Commissionsr of the General Land Office, Lessee may recycle gas for gas liff purposes on the leased premises or for
injection into any ofl or gas producing formation underlying the leased premises after the liquid hydrocarbons contained in the gas have been removed
no royalties shall be payable on the recycied gas until it is produced and sold or used by Lessee in 8 manner which entities the royalty owners to a
royaity under this lease

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

Payment of royslty on production of oll and gas shall be as provided in the rules set forth in the Texas Register. Rules currently provide that royalty on ofl
is due and must be recelved in the General Land Office on or bafore the 5th day of the second month succeeding the month of production, and royalty
on gas is due and must be recelved in the General Land Office on or before the 15th day of the second month succeeding the month of production,
nocompanied 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 oll and gas produced and the market value of the oll and gas, togethar with a copy of all documents,
mmuummnMgmmmmlemmMﬁmmmuw pipeline receipts, gas line receipts and
other checks or 1 of nt produced and put Into pipelines, tanks, or pools and gas lines or gau storage, and any other reports of records
which the General Land Office may require o verify the gross production, dispositon and market value. In all cases the asuthority of 8 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 royelty being pald on each lease. If Lessee pays
his royelty on or before thity (30) days after the royaity payment was due, then Lessee owes a penalty of 5% on the royalty or §25.00, whichever is
greater. A royaity payment which is over thirty (30) days late shall sccrue a panalty of 10% of the royalty due or $25.00 whichever is greater, In addition
to & penalty, royalties shall ncorue interest at a rate of 12% per yoar; such interest will begin 1o accrue when the roysity is sixty (50) days overdue
Affidavits and supporting documents which are not fled when due shall incur & penalty in an amount set by the General Land Office administrative rule
which is effectve on the dats when the affidevits or supporting documents were dus. 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 delinquancy penalty shall in no way operate to prohibit the State's
tight of forfeiture as provided by law nor aot to postpone the date on which royalties wore originally due. The above penalty provisions shall not apply in
cases of ttle dispute as to the State's portion of the royalty or to that portion of the royalty in dispute as to fair markst value

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually fumnish the Commissionar of the General Land Office
muhumhmmadwpnmmmmumudmwmm.mmuwu-uucommmmot
all confracts under which gas Is sold or pr d and all sub nts and dments 1o such contrmots within thirty (30) days after
mngmumhmmmmmnrlmmm Mmmw-ummrwwmmwﬂumommu
heid in confidence by the General Land Office unless otherwise authorized by Lessee. All other contracts and records pertaining to the production,
transportation, sale and marketing of the oll and gas produced on sald premises, Induding the books and accounts, receipts and discharges of all wells,
tanks, pools, maters, and pipelines shall at all imes be subject to inspection and examination by the C sl of the G i Land Office, the
Attorney General, the Governor, of the representative of any of them.

(B) PERMITS, DRILLING RECORDS. Written natice of all operations on this lesse shail ba submitted to the Commissioner of the General



Land Office by Lessee or operator five (5) days before spud date, workover, re-entry, temporary abandonmant or plug and abandonment of any well or
wells Such written notice to the General Land Office shall include copies of Raliroad Commission forms for application to drill. Copies of well tests,
completion reports and plugging reports shall be supplied to the General Land Offica at the fime they are filed with the Texas Ralkoad Commission. All
applications, permits, reports or other filings that reference this lease or any specific well on the leased premises and that are submitted to the Texas
Railroad Commission or any other governmental agency shall include the word "State” in the tile. Additionally, In sccordance with Raikoad Commission
rules, any signage on the leased premises for the purpose of identifying wells, tank batteries or other associated improvements to the land must also
include the word “State.” Lessee shall supply the General Land Office with any records, memoranda, accounts, reports, cuttings and cores, or other
Information relative to the operation of the above-described premises, which may be requested by the General Land Office, In addition to those herein
expressly provided for. Leasse shall have an electrical and/or radk otivity survey made on the bore-hole section, from the base of the surface casing to
the total depth of well, of al wells drilled on the above described premises and shall ranemit a true copy of the log of each survey on each well to the
General Land Office within fiteen (15) days after the making of said survey.

(C) PENALTIES. Lessee shall incur a penalty whenever reparts, documents or other materials are nol filed in the General Land Office when
due. The penalty for late filing shall be set by the General Land Office sdministrative rule which s effective on the date when the materisls were dus In
the Genersl Land Office

11. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, during the primary term hereof and prior to discovery and
production of all or gas on said land, Lesses should drill @ dry hole or holes thereon, o if during the primary term hereof and after the discovery and
actual production of oll 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 (80) days from date of completion of sald dry hole or cessation of production Lessee commences additional driling or
reworking operations thereon, or pays of tenders the next annual delay rental in the same manner as provided in this lease. If, during the ast year of the
primary term of within sbdy (80) days prior thereto, a dry hole be completed and abandoned, or the production of ofl or gas should cease for any cause,
Lessee's rights shall remain in full foroe and effect without frther operations until the expiration of the primary term; and If Lessee has not resumed
production In paying quantities at the explration of the primary term, Lessee may maintain this lease by conducting additional driling or reworking
operations pursuant fo Paragraph 13, using the expiration of the primary term as the date of cessation of production under Paragraph 13 Should the first
well o any subsequent well drilled on the above described land be completed as & shut-in oil or gas well within the primary term hersof, Lessas may
resume payment of the annuel rental in the same manner as provided herein on or before the rental paying dete following the expiration of sixty (80)
days from the date of compiletion of such shut-in oil or gas well and upon the fallure 1o make such payment, this leasas shal ipso facto terminate if at the
expiration of the primary term or any time thereafter 8 shut-in ofl of gas well Is located on the leased premises, payments may be made In accordance
with the shut-in provisions hereof

12 DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. If, at the expiration of the primary term, neither oil nor gas is being
produced on said land, but Lessee is then engaged in drilling or reworking operations thereon, this lease shall remain in foroe so long as operations on
said well or for drilling or reworking of any additional wells are prosecutsd in good taith and In workmaniike manner without interruptions totaling more
than sixty (80) deys during any one such operation, and if they result in the production of oll and/or gas, so long thereafter as ofl and/or gas Is produced
In paying quantities from said land, or payment of shut-in oil or gas well royalties o compensatory royalties ls made as provided In this lease.

13. CESSATION, DRILLING, AND REWORKING. I, aftor the expuwslion of the primary torm, production of oil or gas from the leased
premises, after once obtained, should ocase from any cause, his lease shall not terminate if Lessee commences additional drilling or reworking
openﬁmwhﬂn-mmmuy-mmm.mmmmmmum«momu»bng-mhmmmnm
faith and in workmaniike manner without interruptions totaling more than sixty (60) deys. i 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 oll or gas s produced from the leased pramises in paying quantities or payment
of shut-in oll 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 resull in the completion of a well as a dry hole, the lease will not lerminate if the Lessee commences additional driling or reworking
operations within lhﬂy(ﬂO)dnyllihrlhemchﬂunnfhmluadwhh,nndwlhud‘lrmthbmuLmewrﬂmnWﬁgnr
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 Genersl Land Office within thirty (30) days of nny cessation of production,

14.lHUl-INROYALTELFupmnoIHhmph.WmummvnﬂMl-Mmmlvuﬂn.miwbyﬂ'nm.w
having jurisdiction over the production of oil and gas. If, at any time after the expiration of the primary term of o lease that, until being shut in, was being
nmdlnluulndnnoet.aunle-p-hlnnfuoduabuulormmmommbb«:ﬂdmm-bmdm,buoiugnhnulb-lno
pnduudluIutnhuhblcptndumhﬂh-nrhddnmahmuntmnmmmwmnannnlmmumlymnmouncquulo
dmbh!hcmalmﬁprwidndhIh-hln.bundbuhntlzoocywbr-ehmlmo!mmdiuwmmwmﬂu. It
Paragraph 3 of this lease does not specify a delay rental amount, then for the purposes of this paragraph, the delay rental amount shall be one dollar
(%$1.00) per acre. To be effective, sach initial shut-in oil o gas royalty must be paid on or before: (1) the expiration of the primary term, (2) 60 days after
mou-nuunhpmduoeonuwmhhmm.u(J)Baawlhmmldrmnoummwubnhlmmmo
with the lease provisions; whichever date is latest. Such payment shail be made one-half (1/2) 1o the Commissioner of the General Land Office nnd one-
hl(m)hlfumrofhwl.Hhm-hdmpnfwllyhp-ﬂ.hbm“ﬂbommh-wﬁuﬂmimmmumﬂﬂw
qﬂu\dlhohtmnimluufovlpchdnlmw-hmhuﬂdhprﬁnmuﬂn.whmhhdquMMnhmwﬁhM
proanuonmud.and.mm.nmm&mmummmnmuuwgum.wmmumwm
more successive periods of one (1) year by paying the same amount each year on or before the expiration of sach shut-in year

uKMIATOIVROYALTEI.lt,MWNpﬁMhhthHMwwummmduprwﬂy.dumu
sold and delivered in paying quantities from a well located within one thousand (1,000) feet of the k d premises and pleted in the same
rm.whmmhmwﬂmhm.hmlumbmmﬁhhmmmwmmhﬂmmlmmuﬂm,m
wl—-mfun-nmwmmuhmumn«mmmm,mmmymmn-mmmmm
lumuiumrlbyLmMcomp-muymmluhnmtynhpmvuodhm-lundmmmvmdpmﬁnmmm#mm
mohbnq-Mvd\lchhanmphudhmnumnprnduntqrlnnoilndvnhhm\fnmgi.m;hdolnwm.mwmm
roynl!yhbbtpddmwmly.on-—ml(!!:)hmWrdmumummmdow(imhhmnﬂhﬂ.hmonu
b-!onhhtlavdlh-mmmmnMhoﬂumlnwu&mﬂhmhwﬂmﬂnhﬁupuﬂhwmﬂmdhh
same producing reservoir and located within one thousend (1,000) feet of the ieased premises. If the compensatory royalty paid in any 12-month period
I8 an amount leas than the annual shut-in oil o gas royalty, Lessee shail pay an amount equal to the difference within thirty (30) days from the end of the
Izmwbd.Commmmmmmhueml&mﬂpﬂdvﬂllmmlymdh«ﬂhmd.udﬁ?mwhioﬂh
h-u,Nomn!ﬂnnpwvhtomunhnmﬁhmndmm&mwmhﬂdmbﬂohuum-dh
rmsm-m-mut:oduz‘m;w.nmmmuhmm.-namhc«mm-mw.hpmm
of compensatory royalties can satisfy the obligation to drill offset wells,

16. RETAINED ACREAGE. Notwithstanding any provision of this lease to the contrary, after » well producing or capable of producing oil o
gas has been completed on the leased premises, Lessee shall exarcise 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 | d premises and in marketing the production thereon.

(A) VERTICAL. In the event this leass is in force and effect two (2) years after the expiration date of the primary or extended term & shall than
terminate as to all of the leased premises, EXCEPT (1) 40 acres surrounding each oll well capable of producing in paying quantiies and 320 scres
surrounding each gas well capable of producing in paying quantities (including a shut-n ofl or gas well as provided in Paragraph 14 hereof), or & well
upon which Lessse s then engaged in continuous drilling or reworking operstions, or (2) the number of acres included in  producing pooled unit
pursuant to Texas Nutursl Resources Code 52.151-52.154, or (3) such greator or lesser number of acres an may then be allocated for production
purposes to a proration unit for each such producing well under the rules and regulations of the Ralroad Commisston of Texas, or any successor
agency, of other governmental authority having juriediction. i at any time afier the effective date of the partial termination provisions hereof, the
applicable fleld rules are changed or the wall or wells located thereon are reclassified so that less acreage ls theresfter allocated to sald well or wells for
production purposes, this lease shall thereupon terminate as to all screage not theresfter allocated to sald well or wells for production purposes.
Notwithstanding the tarmination of this lease as to a portion of the lands covered hereby, Lessee shail nevertheless continue to have the right of ingress
hmdowauinmﬁh-mmuﬂm-ﬁbmmhdpmmﬁcthIw,mwli\unmmwﬂgth-o!wh
existing ronds, existing pipelines and other existing facilities on, over and across all the lands described in Paragraph 1 hereof ("the retained lands”), for
access to and from the retained lands and for the gathering or transportation of oil, gas and other minerals produced from the retained lands.

(B) HORIZONTAL. In the avent this leass Is in force and effect two (2) years after the expiration dute of the primary or extandad term it shall
further terminate as to all depths below 100 feet below the total depth drilled (hereinafier “deeper deptha”) in each well locatad on ncreage retalned in



Paragraph 16 (A) above, unless on or before two (2) years after the primary or extended term Lessee pays an amount equal to one-half (1/2) of the
bonus originally paid as consideration for this lease (as specified on page 1 hereof). If such amount is paid, this lease shall be in force and effect as 10
such deeper depihs, and said termination shall be delayed for an additional period of two (2) years and so long thersafter as oil or gas is produced in
paying quantities from such deeper deptha covered by this lease

(C) IDENTIFICATION AND FILING. The surface acreage retained hereunder as to each well shall, as nearty as practical, be in the form of a
square with the well located in the center thereof, ummmumb'mmdwhmnhhn-olhecmiumm Within
thirty (30) doys after partial termination of this lease as provided herein, Lessee shall execute and record a rele or ntaining a i
legal description of the acreage and/or depths not retained herounder. The recorded release, or a certified copy of same, Mbarlodinmcanml
Land Office, sccompaniad by the filing fee prescribed by the General Land Office rules in effect on the date the reicase is filad. If Lessee falls or refuses
to execute and record such release or reloases within ninety (90) days after being requested to do so by the General Land Office, then the
Commissionsr at his sole discretion may designate by wiitten instrument the acresge and/or depths to be relensed hereunder and record such
inatrument at Lessee's expense In the county or counties where the lease is located and In the official records of the General Land Office and such
designation shall be binding upon Lessee for all purposes.

17. OFFSET WELLS. Naither the bonus, delay rentals, not royalties paid, or to be paid, under this lease shall relieve Lessea of his obligation
to protect the ol and gas under the above-descibed land from being drained. Lesses, sublessee, receiver or other agent in control of the leased
promises shall drill as many wells as the facts may justify and shall use appropriste means and drill to » depth necessary to prevent undue drainage of
oll and gas from the leasad premises. In addition, if oll and/or gas should be produced in commercial quantities within 1,000 fest of the leased premises,
or in any case where the leased premises is baing drained by production of oll or gas, the Lessee, sublessee, recelver or other agent in control of the
loased premises shall In good faith begin the drilling of & well or wells upon the lsasod premises within 100 days after the draining well or wells or the
well or wells completed within 1,000 feet of the leased premises start producing in commercial quantities and shall prosecute such drilling with diligence.
Failure 1o satisfy the statutory offset obligation may subject this lease and the owner of the soil's agency rights to forfeiture. Only upon the determination
of the Commissioner of the General Land Office and with his written approval may the payment of compensatory royalty under applicable statutory
paramelers satisty the obligation fo drill an offset well or wells required under this paragraph.

18, FORCE MAJEURE. M, after a good faith affort, Lessee is prevented from complying with any express or implied covenant of this lease,
from conducting driling operations on the leased premises, or from producing oll or gas from the leasad premises by reason of war, rebellion, riots,
strikes, ncts of God, or any valid order, rule or reguiation of government authority, then while so prevented, Lesses’s obligation to comply with such

®t shall be suspended and Lessee shall not be lable for damages for fallure to comply with such covenants; edditionally, this lease shall be
extended whils Lessoe is prevented, by any such cause, from conducting drilling and reworking operations or from producing oil or gas from the leased
pramises. However, nothing in this paragraph shall suspend the payment of delay rentals in order to maintain this lease in sffect during the primary term
in the absence of such drilling or reworking operations of production of oll or gas.

18. WARRANTY CLAUSE. The owner of the soll warrants and agrees to defend title to the leased premises. If the owner of the soil defaults
in payments owed on the isased premises, then Lesses may redeem the rights of the owner of the soll in the leased premises by paying any mortgage,
taxes or other liena on the leased premises. If Lessee makes payments on behalf of the owner of the soil under this paragraph, Lessee may recover the
cost of these payments from the rental and royaities due the owner of the soil

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soll owns less than the antire undivided surface estate in the above
described land, whether or not Lessee’s interest is specified herein, then the royalties and rental herein provided to be paid 1o the owner of the soll shall
be paid to him in the proportion which his interest bears o the entire undivided surface estate and the royalties and rental herein provided to be paid to
the Commissioner of the General Land Office of the State of Texns shall be Wkewise proportionately reduced. However, before Lessee adjusts the
rayalty or rental due to the Commissioner of the General Land Office, Lessee or his authorized representative must submit to the Commissioner of the
General Land Office o writtan statemem which explains the discrepancy between the interest purportedly leased under this lease and the sctual interest
owned by the owner of the soll. The Commissioner of the General Land Office shall be paid the value of the whole production allocable to any undi
Interest not covered by a lease, less the proportionate development and production cost allocable to such undivided interest, However, in no event shall
the Commissionsr of the General Land Office receive as & royalty on the gross production allocable to the undivided interest not leased an amount less
than the value of one-sixteenth (1/16) of such gross production.

(B) REDUCTION OF PAYMENTS. I, during the primary term, m portion of the land covered by this lease ls included within the boundaries
of a pooled unit that has been approved by the School Land Board and the owner of the soll In sccordance with Natural Resources Code Sections
52.151-52.154, or if, at any time after the expiration of the primary term or the extended term, hhummnhutrnunhrdmtﬂmhw
amount d bed herein, pay that are made on a per acre basis hereunder shall be reduced according to the ber of acres pooled
suirendered, or otherwise severad, nmmmm-wmummn-mmmmmummwlu
calculated based upon the number of acres outside the boundaries of a pooled unit, or, if after the expiration of the primary term, the number of acres
actually retained and covered by this lease.

21. USE OF WATER. Lessee shall have the right to use water produced on sald land necessary for operations under this lease axcept water
from wells or tanks of the owner of the soll; provided, however, Lessce shall not use potable water or water suitable for livestock or irigation purposes
for waterflood operations without the prior consant of the ownar of the sall

22, AUTHORIZED DAMAGES. Lossee shall pay the owner of tha soll for
improvements, livestock and crops on said land.

o d by its operations to all personal property,

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

24. WELL LOCATION LIMIT, No well shall be drilled nearer than two hundred (200) teet to any house or barmn now on said premises without
the written consent of the owner of the soll.

26, POLLUTION. in developing this aren, Lensee shall use the highest degree of care and all proper sateguards to prevent poliution. Without
limiting the foregoing, poliution of coastal wellands, natural waterways, rivers and impounded water shall be prevented by the use of containment
hdm-Mhmmw.mmmmm.lnhe«mo{m&ﬂm.uﬂawduuumﬂbmb

recapture all escaped hydrocarbons or other pollutant and shall be responsible for all damage to public and privete properties. Lessee shall bulld and
mml-lnhmunroc.nibiulhmpmd&-hpphmd“huhﬂuuuhwdaﬁhﬂodmﬂbu,dﬂmuﬂwmdwm
P v or aband nt of any well or wells, Lessee shall il and level all siush pits and cellars and completely cisan up the drilling site of all rubbish

thereon. Lessee shall, while conducting operations on the leased premises, keep said premises free of all rubbish, cans, bottles, paper cups or garbage,
wmcmdmmmmhnfa«uuwb-mmumrwmon-mmuhmm.rmum
equipment will be kept painted and presentable

28, REMOVAL OF EQUIPMENT. Subjact to limitations in this paragraph, Lessee shall have the right 1o remove machinery and fixtures placed
by Lessee on the lsased premises, including the right to draw and remove casing, within one hundred twenty (120) days after the expiration or the
termination of this lease uniess the owner of the soll grants Lessee an extension of this 120-day period. However, Lesses may not remove casing from
any wall capable of producing oll and gas in paying quantities. Additionatly, Lessae may not draw and remove casing untl afler thirty (30) days written
nofice to the Commissi of the G | Lund Office and to the owner of the soll. The owner of the soll shall becomne the owner of any machinery,
fadures, or casing which are not imely removed by Lessee under the terms of this parsgraph.

27. (A) ASSIONMENTS. Under the conditions contained In this paragraph and Paragraph 29 of this lease, the rights and estates of either
p-'tyhthbluumqbow-d.hm«nmmnmmdhlm“mmn-dhhmwmmmhqd
8L s and assigns. H ef, & change or division in ownership of the land, rentals, or royalties will not enfarge the obligations of
anﬂmnmhhngm privileges and estates of Lessee, impair the affacti of any payment made by Lessee or Impair the effectiveness of any
act performed by Lessse. And no change or division in ownership of the land, rentals, umy-lb:uhdbmdbl--lummonuﬂuww(w)myl
after the owner of the soll (or his heirs, devisees, legal repr tatives or assigns) furnishes the Lessee with tactory written evid of the
hu-m-m:lp'Mudhnu-ndwnlmwdodrrmmoimo(ulmwpvollmnmmmemlhbdlnwdmnlo
conveyance A total o partial assignment of this lease shall, 10 the extent of the interest assigned, relieve and discharge Lessee of all subsequent
obligations under this iease. | this lease is assigned in its entirety as to only part of the moreage, the right and option to pay rentals shall be spportioned




as between the several owners ratably, sccording 1o the area of each, and failure by one or more of them to pay his share of the rental shall not affect
this lease on the part of the land upon which pro rate rentais are tmely paid or tendered, however, if the assignor or assignes does not file o certified
copy of such assignment in the Genaral Land Office befare the next rental paying date, the entire lease shall terminate for falure to pay the entire rental
due under Paragraph 3. Every sssignee shall succeed to all rights and be subject to ail obligations, lisbilities, and penaltics owad o the State by the
original lessee or any prior assignee of the lease, including any fabilities to the State for unpaid royalties,

(B) ASSIGNMENT LIMITATION. Notwithstanding any provision in Paragraph 27(a), If the owner of the soll acquires this lease in whole or in
part by assignment without the prior written approval of the Commissionsr of the Genersl Land Office, this lease |s void as of the time of assignment and
the agency power of the owner may be forfelted by the Commissioner, An assignment will be ireated as if # were made to the owner of the sall If the
assignee is.

(1) a nominee of the owner of the soll,

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

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

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

(5) a partner of amployee In a partnership which is the owner of the soil,

(8) & fiduckary for the owner of the soll; including but not limited to & guardian, rustee, executor, administrator, recelver, or conservator for the

owner of the soll, or

(7) a tamily member of the owner of the soil or related 1o the owner of the soll by marriage, biood, or adoption.

28. RELEASES. Under the conditions contained in this paragraph and Paragraph 29, Lessee may at any ime execute and deliver to the
owner of the soll and place of record a release or releases covering any portion or portions of the leased premises, and thereby surrender this lease as
to such portion or portions, and be relieved of all subsequent obligations as to acreage surrendered. If any part of this lease is properly surendered, the
delay rental due under this lease shall be reduced by the proportion that the surrendered acreage boars to the acreage which was covered by this leass
Immediately prior to such surrender; however, such release will not relieve Lessee of any liabilities which may have acorued under this lease prior to the
surendar of such acreage.

29. FILING OF ASSIGNMENTS AND RELEASES. If all or any part of this lease is assigned or rel d, such assignment or rek must be
recorded In the county where the land s situated, and the recorded Instrument, or a copy of the recorded instrument certified by the County Clerk of the
county in which the instrument is recorded, must be filed in the General Land Office within 80 days of the last execution date accompanied by the
prescribed filing fea. i any such assignment is not so filed, the rights acquired under this lease shall be subject lo forfeiture ot the option of the
Commissionar of tha General Land Offica.

30. DISCLOSURE CLAUSE. All provisions pertaining to the lease of the above-described land have been included in this Instrument,
including the statement of the true consideration to be pald for the exeoution of this lease and the rights and duties of the parties. Any collateral
agreements conceming the development of oll and gas from the leased premisas which are not contained in this lease render this lease invelid

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

32. FORFEITURE. f Lessea shall fall or refuse to make the payment of any sum within thirty deys afler it becomes due, or if Lessee o an
authorized agent should knowingly make any false retumn or false report concerning production or drilling, or if Lesses shall fail or refuse to drill any
offsat well or walls in good faith as required by lew 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 fall fo comply with rules and regulations promulgated by the G | Land Office, the School
Land Board, or the Ralroad Commission, or If Lessee should refuse the proper authority sccess to the records pertaining to operstions, or If Lesses or
an authorized agent should knowingly fail or refuse to give correct information to the proper suthority, or knowingly fall or refuse to fumish the General
Land Office a comect log of sny well, or if Lessee shall knowingly violate any of the matedial provisions of this lease, or If this leasa is assigned and the
assignment is not filed in the General Land Office as required by law, the rights scquired under this lease shall be subject o forfellure by the
WWMMWWMMHWMMM«M.M!IMwmmhmlﬂﬂmhbc

subject 1o lease under the terms of the Relinquishment Act. However, nothing harein shall be d as waiving the atic termination of this
Inase by operation of law or by reason of any special imitation arising hereunder. Forfeltures may be set aside and this lease and all rights thereunder
reinstated before the rights of ancther intervens upon t Y to the C. Issi of the General Land Offios of huture compliance with

the provisions of the law and of this lease and the rules and regulations that may be adopted relative hereto.

33. LIEN. In sccordance with Texas Natural Resources Code 52.136, the State shall have a first lien upon all ol and gas produced from the
area covered by this lease to secure payment of all unpaid royaity 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 Texas Netural Resources Code 52.136 and any other applicable statutory ien, an
expross contractual lien on and securily interest in all leased minerals in and extrected from the leased premises, all proceeds which may scorue to
Lessas from the sale of such leased minerals, whether such proceads are held by Lessee or by a third party, and all fxt on and imp 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 lsase and to secure payment of any damages or losu that Lessor may suffer by reason of Lessee's breach of
any covenant or condition of this lease, whether exprass or implied. This len and security interest may be foreclosed with or without court proceedings in
the manner provided In the Title 1, Chap. BofhoTethnm-ndc‘.mmeod- Lessse agrees that the Commissioner may require Lesees 1o
sxecute and record such instruments as may be r y 1o acknowledge, attach or parfect this lien. Lessee hereby represents that there
mnupm(wmrmﬂn.ﬂmtﬂm“fﬁhﬂb“smwm&mmmumLﬂnlmdmhhm
Should the Commissioner at any time determine that this representation is not true, then tha C may declare this lease forfelted as provided
herein.

34. POOLING. Lessea is hereby granted the right to pool or unitize the royalty interest of the owner of the soil under this lease with any other
leasehold or mineral interest for the exploration, development and production of oll or gas or either of them upon the same terms us shall be approved
by the School Land Board and the C l of the G | Land Office for the pooling or unitizing of the interest of the State under this lease
pursuant to Texas Natural Resources Code 52 151-52 154. The owner of the soil agress thal the Inclusion of this provision in this lease satisfies the
execution requirements stated in Texas Natural Resources Code 52 152

36. INDEMNITY. Lessae hereby relouses and discharges the State of Texas and the owner of the sod, thelr officers, employwes, partners,
sgents, contractors, subcontractors, guests, invitees, and their respective st s and gns, of and from all and any actions and causes of action
of every nature, or other harm, including environmental harm, for which recovery of damages is sought, including, but not limited to, s losses and
expenses which are caused by the activities of Lessee, its officers, employeses, and sgents arising out of, incidental to, or resulting from, the operations
of or for Lessee on the leased pr hereunder, or that may arise out of o be occasioned by Lessee’s breach of any of the terms of provisions of this
Agreement, or by any other negligent or strictly llable act or omission of Lessas. Further, mewwhmmmw.
dﬂmdlndhou!-mbumahhdhmmdhmdhnl Moﬂo«- employess and agents, their si gai any
and all claims, liabiiities, losses, damages, actions, | injury (Inchudi hm)mmwummvumwmw
s sought, under any theory including tort, mud.orwictlhbily mmnwl fees and other legal expenses, Including those related to
environmental hazards, on tha loased premises or in any way relatad to Lesses's falure to comply with amy and all environmaental laws; those arising
from or in any way reisted 1o Lessee’'s operations or any other of Lessee's activities on the leased premises; those arising from Lesses's use of the
surface of the leased premises; and those thal may arise out of or be occasioned by Lessee's breach of any of the terms or provisions of this Agreement
or any other act or omission of Lesses, its directors, officers, employees, partners, agents, contractors, subcontractors, wm hvhu and thelr
respective successors and assigne. Each assignee of this Agreement, or an interest therein, agrees to be liable for, defend and
hold harmiess the State of Texas and the owner of the soil, ther officers, Wlndlmhhmmwwﬂnoonﬂ-ﬂhnm
the activities of Lesses, its affioars, employees, and agents as described above. EXCEPT AB OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF
THE INDEMNITY OBLIGATIONS ANDVOR LIABILITIES ASSUMED UNDER THE TERMS OF THIS AGREEMENT SHALL BE WITHOUT LIMITS AND
WITHOUT REGARD TO THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXISTING CONDITIONS), STRICT LIABILITY, OR THE
NEGLIGENCE OF ANY PARTY OR PARTIES (INCLUDING THE NEGLIGENCE OF THE INDEMNIFIED PARTY), WHETHER S8UCH NEGLIGENCE
BE SOLE, JOINT, CONCURRENT, ACTIVE, OR PASSIVE.

36. ENVIRONMENTAL HAZARDS. Lessoe shall use the highest degree of care and all ressonable saleguards lo prevent contamination or
pollution of any environmental medium, including soll, surface waters, groundwater, sediments, and surface or subsurface strata, amblent air or any




other environmental madium in, on, o under, the leased premises, by any waste, pollutant, or contaminant. Lessee shall not biing or parmit to remain on
the leased premises any asbestos containing materials, explosives, toxic materiais, or substances regulated as hazardous wastes, hazardous mater|als,

hazardous substances (as the term “Hazardous Substance” s defined in the Comprehansive Envi ntal Resp , Compensation and Llabifity Act
(CERCLA), 42 USC. Swim 9601, ot seq.), or loxic substances under any lederal, state, or Ioulhwarsglldbn (‘l-hnrrhm Materials®), axcept
ordinary products y used in connection with ol and gas expioration and development operations and stored in the usual manner and quantities

LESSEE'S VIOLATION DF THE FOREGODING PROHIBITION SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND
LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST
ANY CLAIMS, DAMAGES, JUDOMENTS, PENALTIES, LABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS' FEES AND COURT
COSTS) CAUSED BY OR ARISING OUT OF (1) A VIOLATION OF THE FOREGOING PROMIBITION OR (2) THE PRESENCE, RELEASE, OR
DISPOSAL OF ANY HAZARDOUS MATERIALS ON, UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OR
CONTROL OF THE LEASED PREMISES. LESSEF SHALL CLEAN UP, REMOVE, REMEDY AND REPAIR ANY SOIL OR GROUND WATER
CONTAMINATION AND DAMAGE CAUSED BY THE PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER, OR ABOUT
THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITH THE REQUIREMENTS OF
APPLICABLE LAW. THIS INDEMNIFICATION AND ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE
ACTIONS UNDERTAKEN PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IMMEDIATELY
GIVE THE STATE OF TEXAS AND THE OWNER OF THE SOIL WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS
PARAGRAPH, UPON LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEINVING A NOTICE FROM ANY
GOVERNMENTAL AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBLIGATIONS
OF LESSEE HEREUNDER SHALL SURVIVE THE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF THIS AGREEMENT,

37. APPLICABLE LAW. This lease is lssued under the provisions of Texas Natural Resources Code 52171 through 52.180, commonly
known as the Relinquishment Act, and other applicable statutes and amendments thereto, and if any provision in this lease does nol conform to these
statutes, the statutes will prevall over any forming lease provisi

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

39. LEASE FILING. Pursuart to Chapter § of the Texas Business and Commeroe 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 coples thereof must be filed in the General Land
Offica. This lease Is not effective until a certified copy of this lease (which is made and cariifled by the County Clerk from his records) is filed in the
General Land Offioe in accordance with Texas Natursl Resources Code 52.183. Additionally, this lease shal not be binding upon the State unless it
recites the actual and true consideration paid or promised for exscution of this lease The bonus due the State and the prescribed filing fee shall
accompany such certified copy to the General Land Office.

LESSEE
BY:

Tite: SWEP| LP

oae_ 21 Macoh, 20 (4]




. STATE OF TEXAS [CORPORATION ACKNOWLEDGMENT)

COUNTY OF MIDLAND
BEFORE ME, the undemigned authortty, on this day personafly eppesared Gary N, Covington
knowr 1o ma o be the person whase nama s subscribed to the foregoing instruments #s Presidant

of Dela Minerals, Inc, and acknowledged 10 ma that he axecuted the same for the purposes mnd considaration thereln expressed, In the capacity siated,
and as the act and desd of sald corporation.

Given under my h

CINDY J CANNON
My Commigsion Explres
November 14, 2014

A3
g Natary Pubfic i an ’“W—Q%M

STATE OF {INDIVIDUAL ACKNOWLEDGMENT)
COUNTY OF

BEFORE ME, the undarsigned authority, on this day parsonally appesrad

known o me to be the persons whose names are subscribad to the foregoing instument, and acknowisdged to me that they executed the same for the
purpases and considerstion therein expressed.

Gtven under my hand and seal of office this the day of, 2014,

MNotary Public in and tor
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Linda Price - Terminations Notice

From: Linda Price

To: Amanda Allen; Mike May
Date: 5/30/2014 10:45 AM
Subject: Terminations Notice

Mike & Amanda:

The following leases and accounting unit 5206 are terminated as of August 29,2012:
MF107619A & B

MF104548

MF107769

MF104778A is terminated with regard to Section 40; however, we cannot terminate the lease in ALAMO just yet
because of other acreage that is still active.

If you have any guestions, 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@qglo.texas.aov

file://C:\Documents and Settings\LPrice\Local Settings\Temp\XPgrpwise\53886163DOM1...  6/9/2014
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Jerrv E. Patterson. Commissioner
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Linda Price - Unit 5206, Block 58 State 40-14 1H (API #: 42-389-32449)

From: Linda Price

To: Meredith.MacAllister@shell.com

Date: 6/6/2014 9:17 AM

Subject: Unit 5206, Block 58 State 40-14 1H (API #: 42-389-32449)
CcC: Susan Wauer

Attachments: Old to New Lease Numbers, Unit 5206 to NUMLBO0O08.pdf

Meredith:

Unit 5206 was a GLO internal "accounting unit", not a pooled leases unit. These old accounting units are no
longer used by the GLO and have been replaced with an accounting vehicle called NUMLs (non-unitized, muitiple
leases).

As part of the process of setting up the new leases taken by Shell under Option 1, we have set up NUML8008
for royalty reporting and payment purposes. Attached is a list of the old Unit 5206 lease numbers and the
corresponding NUML8008 new lease numbers.

The GLO has decided that all reporting and payments for production from the Block 58 State 40-14 1H will
continue to be paid to Unit 5206 through April 30, 2014. As of May 1, 2014, all reporting and payments for the
well's production must be made to the NUMLBO0O08 leases.

Please have this set up in SWEPI's accounting system. Susan Wauer (Email: Susan.Wauer@glo.texas.qov
Phone: (512) 463-3889) can help with any issues setting up the reporting. However, please cc me on emails or
other correspondence for our files,

If you have any questions other than about the process of setting up the reporting and payment, 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@aglo.texas.gov

file://C:\Documents and Settings\LPrice\Local Settings\Temp\XPgrpwise\53958 EAADOM...  6/9/2014




UNIT 5206 OLD LEASES AND NUMLB00S NEW LEASES

Unit 5206 NUMLS008 New Lease New Lease New Lease
Original Lease No. MF No. Agent for State Acres Tract Descrip.
MF104778A MF116494 Dela Minerals Inc. 80 W/2 of SE/4
MF104548 MF116495 Lester Charles Weatherby, Jr. 40 SE/4 SW/4
MF107619B MF116496A Mark A. Chapman 35 SW/4 NE/4
MF107619A MF1164268 Estate of Kelly H. Baxter 5 SW/4 NE/4
MF107769** MF116497A Helen Carolyn Allen 20 SE/4 NE/4
MF1164978 Laura Allen Quisenberry 20 SE/4 NE/4

**MF107769 was originally one lease of two undivided interests. When SWEP! took new leases, it put the two undivided
interests of MF107769 into two separate, A and B, leases of MF116797.
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Linda Price - Block 58 State 40-14 1H (API#: 42-389-32449)

From: Linda Price

To: Mary Barnstone

Date: 6/6/2014 10:37 AM

Subject: Block 58 State 40-14 1H (API#: 42-389-32449)

Mary Beth:

Unit 5206 has been terminated as well as the leases that were in it. New leases for a part of the acreage have
been taken and NUML80OS8 created for royalty revenue payment.

08-32449

Block 58 ST 40-14 1H (API#: 42-389-32449), needs to be removed fram the following:
Unit 5206
MF104548
Mf104778
MF107619
MF107769

The well needs to be added to the following:
NUMLB008
MF116494
MF116495
MF116496
MF116497

If you have any questions, please let me know.

Thank you,
Linda

file://C:\Documents and Settings\LPrice\Local Settings\Temp\XPgrpwise\539199F7DOM1... 6/9/2014
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Linda Price - Re: Unit 5206, Block 58 State 40-14 1H (API #: 42-389-32449)

From: Susan Wauer

To: Linda Price; Meredith.MacAllister@shell.com

Date: 6/6/2014 10:59 AM

Subject: Re: Unit 5206, Block 58 State 40-14 1H (API #: 42-389-32449)

Attachments: SWEPIBlock58State40-14Relssued NUMLB008.xls; Modified copy of SWEPIBlock58State40-
14Relssued _NUMLBO08.xls

Meredith,

I have attached a revised royalty setup for the Block 58 ST 40-14 #1H. Please verify that the royalty calculation
information on the set-up agrees with your records . Please let Linda (512-know if you have a discrepancy.
Please set the new Reporting Controls up in time for your May production reporting and make sure to delete the
old Reporting Controls when you are done with them.

Thanks,
Susan

Susan Wauer
Texas General Land Office

512-463-3889

w & AEX45.90v

>>> Linda Price 6/6/2014 9:17 AM >>>
Meredith:

Unit 5206 was a GLO internal "accounting unit”, not a pooled leases unit. These old accounting units are no
longer used by the GLO and have been replaced with an accounting vehicle called NUMLs (non-unitized, multiple
leases).

As part of the process of setting up the new leases taken by Shell under Option 1, we have set up NUML8008
for royalty reporting and payment purposes. Attached is a list of the old Unit 5206 lease numbers and the
corresponding NUML8008 new lease numbers.

The GLO has decided that all reporting and payments for production from the Block 58 State 40-14 1H will
continue to be paid to Unit 5206 through April 30, 2014, As of May 1, 2014, all reporting and payments for the
well's production must be made to the NUML8008 leases.

Please have this set up in SWEPI's accounting system. Susan Wauer (Email: Susan.Wauer@qglo.texas.qov
Phone: (512) 463-3889) can help with any issues setting up the reporting. However, please cc me on emails or
other correspondence for our files.

If you have any questions other than about the process of setting up the reporting and payment, please let me
know.

Thank you.
Linda

Linda Price, RL
Texas General Land Office

file://C:\Documents and Settings\I.Price\Local Settings\Temp\XPgrpwise\53919F07DOMI1...  6/9/2014




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\53919F07DOMI...
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ROYALTY SET-UP FOR GLO

Unit Name Block 58 State 40-14 #1H County: Reeves
Permenent
Unit # 8008 Effective Date: 8/30/2012 Operator: SWEPI
Roy. Reduction N Online Production/Sales by:
Unit Acres: 200 Type (O/G): RRC#:
Tract Acres: 80 40 40 40
Tract # 1 2 3 4
Tract % 04 0.2 0.2 0.2 0 0
State Lease # |M-116494 M-116495 M-116496 M-116497
Royalty % 0.125 0.125 0.125 0.125
NRI 0.05 0.025 0.025 0.025 0 0
First Sales:

NOTES: This unit replaces Unit #5206
These are renewal leases effective August 30, 2012 of MF104548, MF104778A, MF107619A & B
and MF107769.
Royalty was paid to original leases for production from August 30, 2012 through and including
April 2014. This NUML is effective as of May 1, 2014 for royalty payment purposes.
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MEMO TO FILES MF104548, MF104778, MF107619 & MF107769
(Copy To MF116494, MF116495, MF116496 & MF116497)
Date: 06/06/2014

From: Linda Price BDDF

RE: Lease Terminations
MF104548, MF104778, MF107619 and MF107769 were originally all part of Accounting Unit 5206.

During the period July 2012 through October 2012, there was no production reported for the Block 58 State
40 - 14 #1H (API#: 42-389-32449). Production resumed in November 2012 and continued for the duration of
the review of the accounting unit.

The non-production time period coincided with the assignment by Chesapeake to SWEPI of its interest in the
leases. The GLO sent SWEP| a termination letter on August 29, 2013 stating that, absent evidence that
operations were conducted adequate to perpetuate the leases without a cessation of more than sixty (60)
days during the period in question, the leases were terminated. In a letter dated October 14, 2013, SWEPI
responded that they could find no evidence that Chesapeake conducted drilling operations adequate to
perpetuate the leases without a cessation of more than sixty (60) days during the time period in question and
requested that the GLO ratify the leases and stated that if the State did not ratify the leases, it would not
receive royalty payments on the production.

By letter dated October 25, 2013, the GLO advised SWEPI that, based upon the TAC §9.34(e). the GLO cannot
ratify leases and that, with the termination of the leases, the GLO owned 100% of the royalty. The GLO
informed SWEPI that it would approve either Option 1) SWEPI could negotiate with the surface owners one-
year leases back-dated to August 30, 2012, for the 200 acres covering the SE/4 SW/4, W/2 SE/4 and S/2 NE/4
of Section 40 across which the well was located, from the surface to 12,378 and with the bonus to be shared
equally between the State and the surface owners or Option 2) SWEPI could negotiate new, long term leases
with the surface owners at the market rate. The GLO gave SWEPI 30 days from the receipt of the options
offer to respond.

By email dated November 21, 2013, SWEPI elected to pursue Option 1.

The new leases were subsequently executed and filed with the GLO. Upon receipt of the new leases, the GLO
decided that the administration of the new leases would most efficiently be managed by giving them new
lease numbers instead of adding the new leases to the original lease number files. The old leases were
terminated* as of August 29, 2012 and new files were set up as follows:

New Lease New Lease New Lease
Original Lease No. MF No. Agent for State Acres Tract Descrip.
MF104778A* MF116494 Dela Minerals Inc. 80 W/2 of SEf4
MF104548 MF116495 Lester Charles Weatherby, Jr. 40 SE/4 SW/4
MF1076198 MF116496A Mark A. Chapman 35 SW/4 NE/4
MF107619A MF1164968 Estate of Kelly H. Baxter 5 SW/4 NE/4
MF107769** MF116497A Helen Carolyn Allen 20 SE/4 NE/4

MF116497B Laura Allen Quisenberry 20 SE/4 NE/4




-

The new leases upon which the well crosses are not unitized and, since the GLO does not use the designation
of “accounting units” any longer for such situations, the GLO setup NUML 8008 (non-unitized multiple leases}
for the accounting of the revenue.

In order to give SWEPI adequate time to adjust their reporting and payment procedures, it was decided that
royalty revenue would continue to be credited under the old Accounting Unit 5206 until Aprit 30, 2014 and
payments to NUML80O8 would begin as of May 1, 2014. SWEPI was notified of the necessary payment and
reporting changes by email dated June 6, 2014.

*MF104778A was not terminated at this time because it was part of an additional old accounting unit under review. The lease
net acreage was reduced by the 160 acres of the SE/4 of Section 40. SWEPI was notified that it could immediately execute and
file a certified, recorded partial release of the SE/4 of Section 40 knowing that an additional release might later be required
when the review of Accounting Unit 4554 was completed, or that it could wait until the review of Accounting Unit 4554 was
completed so that, if additional acreage needed to be released, only one release of all terminated acreage would have to be
filed.

**MF107769 was originally one lease of two undivided interests. When SWEPI took new leases, it put the two undivided
interests of MF107769 into two separate, A and B, leases of MF116797.
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Linda Price - RE: Unit 5206, Block 58 State 40-14 1H (API #: 42-389-32449)

From: <Meredith.MacAllister@shell.com>

To: <Susan. Wauer@GLO.TEXAS.GOV>, <Linda.Price@GLO.TEXAS.GOV>,
<L.Martinez@sh...

Date: 6/6/2014 11:02 AM

Subject: RE: Unit 5206, Block 58 State 40-14 1H (API #: 42-389-32449)

Luis — Please see below.

Susan —1 am forwarding this to Luis Martinez in our Division Order department to help you with the request
below.

Thanks!

Meredith MacAllister, CPLTA
Senior Lease Analyst

Shell Exploration & Production Company
200 N. Dairy Ashford, Room WCK 4356, Houston, TX 77079

United States of America

Tel: +1 281-544-3566
Email: meredith.macallister@shell.com

From: Susan Wauer [Susan.Wauer@GLO.TEXAS.GOV]

Sent: Friday, June 06, 2014 10:59 AM

To: Linda Price; MacAllister, Meredith R SEPCO-UAU/L/A

Subject: Re: Unit 5206, Block 58 State 40-14 1H (API #: 42-389-32449)

Meredith,

1 have attached a revised royalty setup for the Block 58 ST 40-14 #1H. Please verify that the royalty calculation
information on the set-up agrees with your records . Please let Linda (512-know if you have a discrepancy.
Please set the new Reporting Controls up in time for your May production reporting and make sure to delete the
old Reporting Controls when you are done with them.

Thanks,
Susan

file://C:\Documents and Settings\LPrice\Local Settings\Temp\XPgrpwisc\53919FASDOMI... 6/9/2014
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Susan Wauer
Texas General Land Office
512-463-3889

susan.wauerglo.texas.qov

>>> Linda Price 6/6/2014 9:17 AM >>>
Meredith:

Unit 5206 was a GLO internal "accounting unit", not a pooled leases unit. These old accounting units are no
longer used by the GLO and have been replaced with an accounting vehicle called NUMLs (non-unitized, multiple
leases),

As part of the process of setting up the new leases taken by Shell under Option 1, we have set up NUML80OS8
for royalty reporting and payment purposes. Attached is a list of the old Unit 5206 lease numbers and the
corresponding NUMLB00S8 new lease numbers.

The GLO has decided that all reporting and payments for production from the Block 58 State 40-14 1H will
continue to be paid to Unit 5206 through April 30, 2014. As of May 1, 2014, all reporting and payments for the
well's production must be made to the NUMLB0O08 leases.

Please have this set up in SWEPI's accounting system. Susan Wauer (Email: Susan.Wauer@glo.texas.gov
Phone: (512) 463-3889) can help with any issues setting up the reporting. However, please cc me on emails or
other correspondence for our files.

If you have any questions other than about the process of setting up the reporting and payment, 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\XPgrpwisc\53919FASDOM1... 6/9/2014
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GENERAL LAND OFIFICI

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 ME104580 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 (AP1 # 42-389-32497)

Dear Mr. Chaffee:

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 Leases
along with a filing fee of $25.00 per state lease to be sent to my atiention,

Sinccrcl( /
(o

Linda Price, RL

Energy Resources, Mineral Leasing
512-463-5118

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

le]lhrln 15 Austin Boilding 1700 North Congress Avenue * Austing Texas 78701 1495
Post Office Box 12873 « Austin, Texas 78711 2873
§12--463-5001 + 800-998-4C 1.0

wivw ploostate. s



Brian Chaftee

Shell Exploration & Production Company
August 29, 2013

Page 2

MFEF 104580 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
MFE104778A Dela Minerals, Inc. 02/18/2005  702/686

MIET104778 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
MIF104778G Ann Covington Henderson 10/21/2007  778/542
MIF104778H Ted Michael Covington 10/21/2007  778/524
MF1047781 Jane Covington Drake 10/21/2007  778/533
MIF1047781 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 l.ease No., Agent for State of TX Lease Date Recorded Bk/Page
MI105285A Catherine Funk Wall Trust A 12/01/2005 726/625
MI"105285B D.D. Wall Estate Trust A 12/01/2005 726/639
MF105285C Estate of Nellie May Gohlke 1 1/03/2004 689/6006
MF105285D Dela Minerals, Inc. 02/18/2005 702/695
MIF105285E Ted Michael Covington 10/06/2004 687/702
MF105285F Ann Covinglon 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
MIF 1052851 Catherine Funk Wall Trust B. 12/01/2005 724/82
MIF105285) Mary B. Harwit Unitrust 09/01/2005 724/31
MIF105285K Mary Y. Tippens Testamentary Trust — 09/01/2005 724/16
MIF105285L Esther Shuman Testamentary Trust 09/01/2005 724/1

MF105285M Texas Scottish Rite Hospital 12/01/2005 724/249
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Date Filed: 06 /p/wr/
Jerry E. Patterson. 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
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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Date Filed: 24 /o f0/¢
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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.qgov

>>> <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\5395805CDOMI...  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. 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\L.Price\Local Settings\Temp\XPgrpwise\5395805CDOMI1...  6/9/2014
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Page 1 of |

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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Texas General Land Office
PO Box 12873

Limited Review Billing Austin, TX 78711-2873
(800) 998-4456
8:00 - 5:00 M-IV

George P. Bush, Commissioner

: S\ /;
SWEPI LP O D)\ Billing Date:  4/30/2015
PO Box 576 Billing Due Date: 5/30/2015

Houston, TX 77001-0576 Customer Number: C000044963

Mineral File | ) Penaltyl [nterest|
15100446  |MF104580 |  $49,65642]  s000]  s000]  $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

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,

Detach and return with payment

Limited Review Billing

SWEPI LP

Billing Date: 4/30/2015

Billing Due Date: 5/30/2015
Customer Number: C000044963

Remit Payment To:
l'exas General Land Office

PO Box 12873
Austin, TX 78711-2873

Invoice ‘____Ib_f_l!ne!-al_ File Penalty ) Du
15100446 MF104580 |  $49,656.42 $000]  s0.00]  s$0.00[  $49,656.42
15100447 MF104778 |  $122,434.65 $0.00 $0.00 $0.00]  $122,434.65
15100449 MF105285  $46,878.23 0000  s0.00] $0.00]  $46,878.23
Total Due © $218,969.30 000  so00]  so0.00] $218969.30
Amt. Paid




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 4/29/2019

—

Vd
4

All original invoices must be approved.

All reductions in billing of more than $1000 must be approved.




ACCORDING TO OUR RECORDS, THIS STATE LEASE TERMINATED EFFECTIVE 12/01/2012 DUE TO LACK OF PRODUCTION FOR PRODUCTION MONTHS SEPTEMBER 2012 THROUGH

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

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) @ 3) (@) (5) (6) 09} (8) (9) (10
Month / Year |RRC Number| Gas Volume Tract Price BTU Gross Value Royalty Due Royalty Paid| Additional | Number of | Interest Rate
Participation Royalty Due | Days Late | For Additional
Rate Royalty
(1)x(2)x(3)x(4) | (5) * Royalty Rate
Dec-12 08-244453 2,719 0.16268767| $2.974971 0.847000 $1,246.23 $1,246.23 $469.07 $777.16 804 0.00%
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%
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%
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%
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%
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%
Jun-13 08-244453 5186 0.16268767| $4.257428 0.975316 $348.58 $348.58 $488.94 -$140.36 623 0.00%
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%
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%
Sep-13 08-244453 968 0.16268767| $3.770000 0.978469 $580.92 $580.92 $102.37 $478.55 531 0.00%
Oct-13 08-244453 587 0.16268767| $3.785000 0.983670 $355.56 $355.56 $55.85 $299.71 501 0.00%
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%
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%
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%
Feb-14 08-244453 2,780 0.16268767| $4.520806 0.400000 $817.85 $817.85 $129.91 $687.94 380 0.00%
Mar-14 08-244453 5905| 0.16268767| $4.658548 0.976060 $4,405.70 $4.405.70 $335.93 $4,069.77 350 0.00%
Apr-14 08-244453 4553| 0.16268767| $4.698548 0.970911 $3,379.06 $3,379.06 $752.71 $2,626.35 319 0.00%
May-14 08-244453 21 0.16268767| $4.464000 0.970911 $14.81 $14.81 $536.35 -$521.54 289 0.00%
Jun-14| 08-244453 233| 0.16268767| $4.464000 3.970911 $671.93 $671.93 $536.35 $135.58 258 0.00%
Jul-14 08-244453 35 0.16268767| $4.464000 0.970911 $24 68 $24.68 $536.35 -3511.67 227 0.00%
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%
Sep-14| 08-244453 1,332| 0.16268767| $4.464000 0.970911 $939.21 $939.21 $536.35 $402.86 166 0.00%
Oct-14 08-244453 967| 0.16268767| $3.712400 0.987020 $576.45 $576.45 $1,004.91 -$428.46 136 0.00%
Nov-14 08-244453 1,016 0.16268767| $3.640000 0.887030 $593.85 $593.85 $83.53 $510.32 105 0.00%
Dec-14| 08-244453 777| 0.16268767| $3.860000 0.978450 $477.42 $477.42 $39.66 $437.76 74 0.00%
Jan-15 08-244453 20| 0.16268767| $4.215000 0.984370 $13.50 $13.50 $136.82 -$123.32 46 0.00%
Feb-15 0D8-244453 872 0.16268767| $2.810000 1.000000 $398.64 $398.64 $0.00 $398.64 15 0.00%
TOTALS 101,788 $60,588.67 $60,588.70 $10,932.28 $45,656.42
COMMENTS:

Price for production month taken from Houston Ship Channel Pricing.

NOTE 1 : PLEASE REMIT PAYMENT OF THIS INVOICE SEPARATELY FROM YOUR MONTHLY ROYALTY PAYMENTS. THE PREFERRED METHOD OF PAYMENT IS BY CHECK
HALF OF THE ATTACHED INVOICE. IF PAYMENT IS MADE THROUGH ACH DEBIT, NOTIFY THE AUDITOR AS TO THE REMITTANCE DATE SO THE INVOICE CAN

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
RNERGY &

Land Depariment

Notice to Lessor:

The well drilled on your leased lands or lands pooled therewith is temporarily “shut-in”,
which means it is not producing at this iime. The enclosed payment is made in
compliance with the shut-in provisions of your oil and gas lease for the amount
stipulated in your lease.

This is not a payment of royalties for the production of minerals. Insiead it is a “shut-in”
payment to maintain the oil and gas lease for the period of time stipulated in the lease
for a well that is prevented from producing due to lack of market or other circumstances.
Please refer to your oil and gas lease for specific shut-in provisions.

When the production commences or resumes, royalty payments will be made to you.

If you have any questions or need additional information regarding this shut-in payment,
please feel free to contact us at 877-245-1427 or email io AskChesapeake@chk.com.

Chesapeake Energy Corporation
P.O. Box 18496 » Oklahoma City, OK 73154-0496 - 6100 N. Western Avenue » Oklahoma City, OK 73118
877-245-1427 « AskChesapeake@chlk.com
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CHESAPEAKE OPERATING, INC. P.O. BOX 18496 OKLAHOMA CITY, OK 73154
LEASE OBLIGATION DEPOSIT RECEIPT )

WE HAVE THIS DAY SEPTEMBER 14, 2011 TENDERED TO COMMISSIONER OF THE GENERAL LAND

THE SUM OF $18.80 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 10/21/2011 TO 10/21/2012
COVERING LESSOR’S INTEREST IN LAND DESCRIBED AS:

TOWNSHIP: RANGE: SECTION: 42 BLOCK: 68/ SURVEY: PUBLIC SCHOOL LAND ABSTRACT: 3165 COUNTY: REEVES SHORT DESC: ALL OF

12700940

ME 1047186

PAYMENT: RENTAL :
'LEASE NUMBER: TX3231337-001 LEASE DATE: 10/21/2007 PROSPECT: TOYAH

RECORDED BOOK: 778 PAGE: 642 ENTRY NUMBER:4762 COUNTY/PARISH:REEVES STATE: TX
FOR CREDIT OF: ACCT: - AMOUNT
017397 COMMISSIONER OF THE GENERAL LAND
d OF THE STATE OF TEXAS $1/AC DELAY RENTAL/MF 104 $18.80
1700 N CONGRESS, STE 600 778G
STEPHEN F AUSTIN BUILDING ) o~
o [’
AUSTIN TX 78701 NECIERY L&/ [ l
SEP 2o W
7 | \/ \\ \ 7
PLEASE SIGN @ANA
AND RETURN S5 A
'MPORTANT Subtotal $18.80
Tho attached check Is for the person(s) named above. Pleass date, Date Received BANK SERVICE
slgn and return the attached receipts on the day you recelve It If " CHARGE $.00
directed to a bank, please deposit the amount to the gredit of the slgn Here :
person(s) named above and date, sign and return the recelpt on the Grand Total $18.80
day you receive it, If correspondence required, please make reference By )
EIeise Auseous Tite Check No. 402952
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CHESAPEAKE OPERATING, INC. P.O. BOX 18496 OKLAHOMA CITY, OK 73154
LEASE OBLIGATION DEPOSIT RECEIPT

WE HAVE THIS DAY SEPTEMBER 14, 2011 = TENDERED TO COMMISSIONER OF THE GENERAL LAND

THE SUM OF $18.80 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 10/21/2011  TO 10/21/2012
COVERING LESSOR'S INTEREST IN LAND DESCRIBED AS:

TOWNSHIP: RANGE: SECTION: 42 BLOCK: 68/ SURVEY: PUBLIC SCHOOL LAND ABSTRACT: 3165 COUNTY: REEVES SHORT DESC: ALL OF

12700938
MF (04198 L

PAYMENT: RENTAL

LEASE NUMBER: TX3231337-003 LEASE DATE: 10/21/2007 PROSPECT: TOYAH
RECORDED BOOK: 778 PAGE: 524 ENTRY NUMBER:4760 COUNTY/PARISH:REEVES STATE: TX
FOR CREDIT OF: ACCT: AMOUNT
017397 COMMISSIONER OF THE GENERAL LAND .
OF THE STATE OF TEXAS $1/AC DELAY RENTAL/MF 104 %MB.BO
1700 N CONGRESS, STE 600 7781

STEPHEN F AUSTIN BUILDING = TR
AUSTIN TX 78701 ] jﬁ’@;mﬂvgﬂj} 9,1\
SEP 22201 WS

PLEASE SIGN Fr s ;) 1
AND RETURN (L,

/

IMPORTANT Subtotal $18.80
The attached check Is for the person(s) named sbove. Pleass date, Date Received 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 Slgn Here
person{s) named above and date, sign and retuin the receipt ‘on the Grand Total $18.80
day you receive It If correspondence required, please make reference By
el Tilo Check No. 402956
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CHESAPEAKE OPERATING, INC. P.O. BOX 18496 OKLAHOMA CITY, OK 73154
LEASE OBLIGATION DEPOSIT RECEIPT

WE HAVE THIS DAY SEPTEMBER 14, 2011 TENDERED TO COMMISSIONER OF THE GENERAL LAND
THE SUM OF $18.80 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 10/21/2011 TO 10/21/2012
COVERING LESSOR’S INTEREST IN LAND DESCRIBED AS:

TOWNSHIP: RANGE: SECTION: 42 BLOCK: 58/ SURVEY: PUBLIC SCHOOL LAND ABSTRACT: 3155 COUNTY: REEVES SHORT DESC: ALL OF

12700939

PAYMENT: RENTAL

LEASE NUMBER: TX3231337-002 LEASE DATE: 10/21/2007 PROSPECT: TOYAH
RECORDED BOOK: 778 PAGE: 533 ENTRY NUMBER: 4761 COUNTY/PARISH:REEVES STATE: TX
FOR CREDIT OF: ACCT: AMOUNT
017397 COMMISSIONER OF THE GENERAL LAND /
OF THE STATE OF TEXAS $1/AC DELAY RENTAL/MR 104 \{’\ $18.80
1700 N CONGRESS, STE 600 778H [
STEPHEN F AUSTIN BUILDING /
AUSTIN TX 78701 ) F ;
!
.o ooo:
teerd PLEASE SIGN ( >@ PY
esveere
¢ e AND RETURN
.
ee o
.. ..: IMPORTANT i . Subtotal $18.80
.". : The attached check is for the person(s) named above. Please date, Date Received \‘}_ P 7 7 Z['l” BANK SERVICE —
i i l it. It AR .
N o T e Slnitens__ PENTAL PAYMENT CHARGE
" person(s) named above and date, sign and return the receipt on the Grand Total $18.80
seee day you receive it. If correspondence required, please make reference By

. . : to lease number,

Ps \ Title Check No. 402954




CHESAPEAKE OPERATING, INC. P.O. BOX 18496 OKLAHOMA CITY, OK 73154
LEASE OBLIGATION DEPOSIT RECEIPT

WE HAVE THIS DAY SEPTEMBER 14, 2011 TENDERED TO COMMISSIONER OF THE GENERAL LAND

THE SUM OF $18.80 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 10/21/2011 TO 10/21/2012
COVERING LESSOR'S INTEREST IN LAND DESCRIBED AS:

TOWNSHIP: RANGE: SECTION: 42 BLOCK: 58/ SURVEY: PUBLIC SCHOOL LAND ABSTRACT: 3155 COUNTY: REEVES SHORT DESC: ALL OF

PAYMENT: RENTAL

LEASE NUIMBER: 7X3231337-002 LEASE DATE: 10/21/2007 PROSPECT: TOYAH
RECORDED BOOK: 778 PAGE: 533 ENTRY NUMBER: 4761 COUNTY/PARISH:REEVES STATE: TX
FOR CREDIT OF: ACCT: AMOUNT
017397 COMMISSIONER OF THE GENERAL LAND
OF THE STATE OF TEXAS $1/AC DELAY RENTAL/MR 104 $18.80
1700 N CONGRESS, STE 600 778H
STEPHEN F AUSTIN BUILDING
AUSTIN TX 78701
COPY FOR
eseeel YOUR RECORDS
.
.
e o lMPORTANT Subtotal $18.80
. . .
. e attached check is for the person(s) named above. Please date, Date Received BANK SERVICE
.o ®sign and return the attached receipts on the day you receive it. If CHARGE $.00
® . " eedirected to a bank, please deposit the amount to the credit of the Sign Here
person(s) named above and date, sign and return the receipt on the Grand Total $18.80
L] day you recieve it. It correspondence required, please make reference B 3
oo se 10l6asenumber. y Title Check No. 402954
e o o
e o
CHESAPEAKE OPERATING, INC. Comerica Bank
DELAY RENTAL ACCOUNT 74-478/724 402954
P.O. Box 18496
Oklahoma City, OK 73154 SEPTEMBER 14, 2011

EIGHTEEN AND 80 /100 Daollars ** **## 8% %anee

$18.80
BQYDET,SOTFHE COMMISSIONER OF THE GENERAL LAND
OF THE STATE OF TEXAS T ——
1700 N CONGRESS, STE 600 NO THIRD PARTY ENDORSEMENTS
STEPHEN F AUSTIN BUILDING
AUSTIN TX 78701

Non-Negotiable

roooono 2asy (N
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Land Department

Notice to Lessor:

The well drilled on your leased lands or lands pooled therewith is temporarily “shut-in”,
which means it is not producing at this time. The enclosed payment is made in

compliance with the shui-in provisions of your oil and gas lease for the amount
stipulated in your lease.

This is not a payment of royalties for the production of minerals. Instead it is a “shui-in”
payment to maintain the oil and gas lease for the period of {ime stipulated in the lease
for a well that is prevented from producing due to lack of market or other circumstances.
Please refer to your oil and gas lease for specific shut-in provisions.

When the production commences or resumes, royalty payments will be made to you.

If you have any questions or need additional information regarding this shut-in payment,
please feel free to contact us at 877-245-1427 or email to AskChesapeake@chk.com.

Chesapeake Energy Corporation
P.O. Box 18496 * Oklahoma City, OK 73154-0496 » 6100 N, Western Avenue * Oklahoma City, OK. 73118
877-245-1427 » AskChesapeake@chlc.com
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Date Filed: 922/ u

ngy E. Patterson, Comissioner
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CHESAPEAKE OPERATING, INC. P.O. BOX 18496 OKLAHOMA CITY, OK 73154
- LEASE OBLIGATION DEPOSIT RECEIPT

WE HAVE THIS DAY SEPTEMBER 14, 2011 TENDERED TO COMMISSIONER OF THE GENERAL LAND
THE SUM OF $18.80 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 10/21/2011 TO 10/21/2012
COVERING LESSOR'S INTEREST IN LAND DESCRIBED AS:

TOWNSHIP: RANGE: SECTION: 42 BLOCK: 68/ SURVEY: PUBLIC SCHOOL LAND ABSTRACT: 3166 COUNTY: REEVES SHORT DESC: ALL OF

12700939

MF (04718

PAYMENT: RENTAL

LEASE NUMBER: TX3231337-002 LEASE DATE: 10/21/2007 PROSPECT: TOYAH _
RECORDED BOOK: 778 PAGE:533  ENTRY NUMBER: 4761 COUNTY/PARISH:REEVES STATE: TX
FOR CREDIT OF: ACCT: AMOUNT
017397 COMMISSIONER OF THE GENERAL LAND

OF THE STATE OF TEXAS $1/AC DELAY RENTAL/MR 104 $18.80

1700 N CONGRESS, STE 600 778H

STEPHEN F AUSTIN BUILDING 2 TE () 5 i e

AUSTIN  TX 78701 i & CIETWIE U

QRED P ' /

vy "n\
\ » -‘j/I !:S
W\ T \

‘. ’ i . Sm Taan® & {,{ Y
PLEASE SIGN AW
AND RETURN N
'MPO RTANT Subtotal $18.80
The sttached check Is for the porsonis) named above. Plesse date, D816 Recelved BANK SERVICE
sign and return the ettached recelpts on the day you recelve it. If CHARGE $.00 3
directed 10 a bank, pleass deposit the amount to the credit of the Sign Here \\
person(s) named above and dale, sign and return the receipt on the Grand Total $18.80
day you recelve It, If corespondence required, please make reference By i
to lease number, Title Check No. 402954 /
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ate Filed: 9122/
Jerry E. Patterson, Comissioner
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CHESAPEAKE OPERATING, INC. P.O. BOX 18496 OKLAHOMA CITY, OK 73154
LEASE OBLIGATION DEPOSIT RECEIPT

WE HAVE THIS DAY SEPTEMBER 14, 2011 TENDERED TO COMMISSIONER OF THE GENERAL LAND

THE SUM OF $18.80 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 10/21/2011 TO 10/21/2012
COVERING LESSOR’S INTEREST IN LAND DESCRIBED AS:

TOWNSHIP: RANGE: SECTION: 42 BLOCK: 58/ SURVEY: PUBLIC SCHOOL LAND ABSTRACT: 3155 COUNTY: REEVES SHORT DESC: ALL OF

12700940
PAYMENT: RENTAL
LEASE NUMBER: TX3231337-001 LEASE DATE: 10/21/2007 PROSPECT: TOYAH
RECORDED BOOK: 778 PAGE: 542 ENTRY NUMBER: 4762 COUNTY/PARISH:REEVES STATE: TX
FOR CREDIT OF: ACCT: AMOUNT
017397 COMMISSIONER OF THE GENERAL LAND
OF THE STATE OF TEXAS $1/AC DELAY RENTAL/MF 104 \< $18.80
1700 N CONGRESS, STE 600 778G L\
STEPHEN F AUSTIN BUILDING |
AUSTIN TX 78701 | Q— ‘
g 8
.
egeeel PLEASE SIGN
AND RETURN
.
.oo. : lMPORTANT CCD 9 A ,.,0 ” Subtotal $18.80
o o]l " N R
. - The attached check is for the person(s) named above, Please date, Date Received ~ o — BANK SERVICE
®® @ 5ign and return the attached receipts on the day you receive it. If CHARGE $.00 \
®e *es directed to a bank, please deposit the amount to the credit of the Sign Here \
person(s) named above and date, sign and return the receipt on the -~ Grand Total $18.80
. day you receive it. If correspondence required, please make reference B Oa »
LTI 1o lease number. — Title Check No. 402952 Q
oo o




CHESAPEAKE OPERATING, INC. P.0O. BOX 18496 OKLAHOMA CITY, OK 73154
LEASE OBLIGATION DEPOSIT RECEIPT

WE HAVE THIS DAY SEPTEMBER 14, 2011 TENDERED TO COMMISSIONER OF THE GENERAL LAND
THE SUM OF $18.80 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 10/21/2011 TO 10/21/2012
COVERING LESSOR'S INTEREST IN LAND DESCRIBED AS:

TOWNSHIP: RANGE: SECTION: 42 BLOCK: 58/ SURVEY: PUBLIC SCHOOL LAND ABSTRACT: 315656 COUNTY: REEVES SHORT DESC: ALL OF

PAYMENT: RENTAL

LEASE NUMBER: TX3231337-001 LEASE DATE: 10/21/2007 PROSPECT: TOYAH
RECORDED BOOK: 778 PAGE: 542 ENTRY NUMBER: 4762 COUNTY/PARISH:REEVES STATE: TX
FOR CREDIT OF: ACCT: AMOUNT
017397 COMMISSIONER OF THE GENERAL LAND
OF THE STATE OF TEXAS $1/AC DELAY RENTAL/MF 104 $18.80
1700 N CONGRESS, STE 600 778G
STEPHEN F AUSTIN BUILDING
AUSTIN TX 78701
. COPY FOR
essene
. YOUR RECORDS
o:ncc:
* IMPORTANT Subtotal $18.80
e o 5
® o ®ooThe attached check is for the person(s) named above. Please date, Date Received BANK SERVICE
sign and return the attached receipts on the day you receive it. If CHARGE $.00
®e  ®giracted to a bank, please deposit the amount to the credit of the Sign Here
.. .:pe!son(sl named above and date, sign and return the receipt on the Grand Total $18.80
day you recieve it. If correspondence required, please make reference B ¥
. to lease number. y Tite Check No. 402952
esee
e e 0
.o L]
CHESAPEAKE OPERATING, INC. Comerica Bank
DELAY RENTAL ACCOUNT 74-478/724 402952
PO, 1849
e 1 SEPTEMBER 14, 2011

Oklahoma City, OK 73154

EIGHTEEN AND 80 /100 Dollars ******»xxxux®

$18.80
SQBET,?JFHE COMMISSIONER OF THE GENERAL LAND
OF THE STATE OF TEXAS VOIDL AETER 120 DAYS
1700 N CONGRESS, STE 600 NO THIRD PARTY ENDORSEMENTS
STEPHEN F AUSTIN BUILDING
AUSTIN TX 78701

Non-Negotiable

0000402352
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CHESAPEAKE OPERATING, INC. P.O. BOX 18496 OKLAHOMA CITY, OK 73154
LEASE OBLIGATION DEPOSIT RECEIPT

WE HAVE THIS DAY SEPTEMBER 14, 2011 TENDERED TO COMMISSIONER OF THE GENERAL LAND
THE SUM OF $18.80 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 10/21/2011 TO 10/21/2012
COVERING LESSOR’S INTEREST IN LAND DESCRIBED AS:

TOWNSHIP: RANGE: SECTION: 42 BLOCK: 58/ SURVEY: PUBLIC SCHOOL LAND ABSTRACT: 3155 COUNTY: REEVES SHORT DESC: ALL OF

1£/00938

PAYMENT: RENTAL
LEASE NUMBER: TX3231337-003 LEASE DATE: 10/21/2007 PROSPECT: TOYAH
RECORDED BOOK: 778 PAGE: 524  ENTRY NUMBER: 4760 COUNTY/PARISH:REEVES STATE: TX
FOR CREDIT OF: ACCT: AMOUNT
017397 COMMISSIONER OF THE GENERAL LAND

OF THE STATE OF TEXAS $1/AC DELAY RENTAL/MF 104 HL $18.80

1700 N CONGRESS, STE 600 778l

STEPHEN F AUSTIN BUILDING

\
AUSTIN TX 78701 \ 9, \

measeson G OPY

o
rgened AND RETURN
.
- IMPORTANT
e e e SFP "~ 7ﬁ.1 Subtotal $18.80
* oo ; o L [ CUl
P o The attached check is for the person(s) named above. Please date, Date Received = BANK SERVICE
e e e sign and return the attached receipts on the day you receive it. If ) CHARGE $.00 N
® ®® girected to a bank, please deposit the amount to the credit of the slgn Here
. person(s) named above and date, sign and return the receipt on the . Grand Total $18.80
day you receive it. If correspondence required, please make reference By
seee
b oAy aumbir, 1] e Check No. 402956
e o




CHESAPEAKE OPERATING, INC. P.O. BOX 18496 OKLAHOMA CITY, OK 73154
LEASE OBLIGATION DEPOSIT RECEIPT

WE HAVE THIS DAY SEPTEMBER 14, 2011 TENDERED TO COMMISSIONER OF THE GENERAL LAND
THE SUM OF $18.80 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 10/21/2011 TO 10/21/2012
COVERING LESSOR’S INTEREST IN LAND DESCRIBED AS:

TOWNSHIP: RANGE: SECTION: 42 BLOCK: 58/ SURVEY: PUBLIC SCHOOL LAND ABSTRACT: 3155 COUNTY: REEVES SHORT DESC: ALL OF

PAYMENT: RENTAL

LEASE NUMBER: TX23231337-003 LEASE DATE: 10/21/20607 PROSPECT: TOYAH
RECORDED BOOK: 778 PAGE: 524 ENTRY NUMBER: 4760 COUNTY/PARISH:REEVES STATE: TX
FOR CREDIT OF: ACCT: AMOUNT
017397 COMMISSIONER OF THE GENERAL LAND
OF THE STATE OF TEXAS $1/AC DELAY RENTAL/MF 104 $18.80
1700 N CONGRESS, STE 600 778l
STEPHEN F AUSTIN BUILDING
AUSTIN TX 78701
COPY FOR
» .
YOUR RECORDS
o .
.
oo o IMPORTANT Subtotal $18.80
L .':The attached check is for the person(s) named above. Please date, Date Received BANK SERVICE
') ¢sign and return the attached receipts on the day you receive it. If CHARGE $.00
e edirected to a bank, please deposit the amount to the credit of the s,'gn Here
® ®&,.r50n(s) named above and date, sign and return the receipt on the Grand Total $18.80
° day you recieve it. If correspondence required, please make reference B g
N to lease number. y Title Check No. 402956
o’ o
CHESAPEAKE OPERATING, INC. Comerica Bank
DELAY RENTAL ACCOUNT 74-478/724 402956
P.O. Box 18496

Oklahoma City, OK 73154 SEPTEMBER 14, 2011

EIGHTEEN AND 80 /100 Dollars *******x====x*

$18.80
E%JQOTFHE COMMISSIONER OF THE GENERAL LAND
OF THE STATE OF TEXAS N AR D
1700 N CONGRESS, STE 600 NO THIRD PARTY ENDORSEMENTS
STEPHEN F AUSTIN BUILDING
AUSTIN TX 78701

Non-Negotiable

roooouo2qser
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ENERGY -

Land Depariment

Notice to Lessor:

The well drilled on your leased lands or lands pooled therewith is temporarily “shut-in”,
which means it is not producing at this time. The enclosed payment is made in

compliance with the shui-in provisions of your oil and gas lease for the amount
stipulated in your lease.

This is not a payment of royalties for the production of minerals. Instead it is a “shut-in”
payment o mainiain the oil and gas lease for the period of time stipulated in the lease
for a well that is prevented from producing due to lack of market or other circumstances.
Please refer io your oil and gas lease for specific shui-in provisions.

When the production commences or resumes, royalty payments will be made to you.

T you have any questions or need additional information regarding this shut-in payment,
please feel free to contact us at 877-245-1427 or email to AskChesapeake@chk.com.

Chesapealee Energy Corporation
P.O. Box 18496 » Oklahoma City, OK 73154-0496 - 6100 N. Western Avenue « Oklahoma City, OK 73118
877-245-1427 » AskChesapeake@chlk.com



Zi fe
J2uoISsIWoY) ‘uosieed 3 Auer

T/TT]L Pelid &g

T TFo7g R

SLLRO] W ON Ol

'£S



M lo4T7718
%\"'C ONCHO JEROLD JENKINS

February 19, 2018

Dela Minerals, Inc.

Attn: Mr. Gary Covington, President
P. O. Box 535

Midland, TX 79702

Re: Relinquishment Act Lands Oil and Gas Lease Dated February 18, 2005 (“Lease™): Reeves
County, Texas

Dear Mr. Covington:

COG Operating LLC (“COG”) is the Lessee under the captioned Oil and Gas Lease, under
which you are acting as the agent for the State of Texas, covering the following described lands:

All of Section 40, Block 58, Public School Land Survey,
Reeves County, Texas

COG is planning on entering the lands covered by the Lease on or about March 26, 2018, for
the purpose of plugging and abandoning the Block 58 State 40-14 #1H Well (“*Well”), which is
operated by COG, and thereafter conducting surface remediation operations. Paragraph 26 of the
Lease, entitled Removal of Equipment, grants COG the right to remove machinery and fixtures
placed by it on the leased premises, including the right to draw and remove casing, within 120 days
after the termination of the Lease, unless the owner of the soil grants an extension of this period. It
has been more than 120 days since the Lease terminated.

Accordingly, COG is hereby asking your permission to extend the period of time under the
Lease until September 1, 2018, in order that COG is permitted to remove the machinery and fixtures
from the location, including the drawing and removal of the casing from this Well, in connection
with its plugging and abandonment activities, and that COG shall have the right to retain the
ownership of the machinery and fixtures, including removed casing, from this Well and the lands.

Please indicate in the space provided below whether you agree or disagree with the terms of
this letter, and then sign and return an original of this letter to COG in the self-addressed, stamped
envelope provided for this purpose. We are sending two originals of this letter and you may retain
one original for your files.



Dela Minerals, Inc.

Attn: Gary Covington, President
February 19, 2018

Page 2

Thank you for your cooperation and we look forward to hearing from you soon. If you have
any questions, please give Mr. Jerold Jenkins of COG a call at 432.234.1508.

Very truly yours,

COG QPERATING LLC

J erq d Jenkins
Staff Landman

I, , the agent for the State of Texas under the Lease and the owner of the soil
of the above-described land hereby consent to the forgoing provisions of this letter.

. , the agent for the State of Texas under the Lease and the owner of the
soil oi the above-described land hereby DO NOT consent to the forgoing provisions of this letter.

cc: Mr. J. Daryl Morgan, CPL
Landman, Mineral Leasing
Texas General Land Office \
P.O. Box 12873 ’

Austin, Texas 78711-2873

Ty e oo Lo -
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February 19, 2018

Mr. Kirk Covington
921 Lauder Drive
Spicewood, TX 78669

Re: Relinquishment Act Lands Oil and Gas Lease Dated February 18, 2005 (Successor interests
from Dela Minerals (“Lease™); Reeves County, Texas

Dear Mr. Covington:

COG Operating LLC (*COG") is the Lessee under the captioned Oil and Gas Lease, under
which you are acting as the agent for the State of Texas, covering the following described lands:

All of Section 40, Block 58, Public School Land Survey,
Reeves County, Texas

COG is planning on entering the lands covered by the Lease on or about March 26, 2018, for
the purpose of plugging and abandoning the Block 58 State 40-14 #1H Well (“Well”), which is
operated by COG, and thereafter conducting surface remediation operations. Paragraph 26 of the
Lease, entitled Removal of Equipment, grants COG the right to remove machinery and fixtures
placed by it on the leased premises, including the right to draw and remove casing, within 120 days
after the termination of the Lease, unless the owner of the soil grants an extension of this period. It
has been more than 120 days since the Lease terminated.

Accordingly, COG is hereby asking your permission to extend the period of time under the
Lease until September 1, 2018, in order that COG is permitted to remove the machinery and fixtures
from the location, including the drawing and removal of the casing from this Well, in connection
with its plugging and abandonment activities, and that COG shall have the right to retain the
ownership of the machinery and fixtures, including removed casing, from this Well and the lands.

Please indicate in the space provided below whether you agree or disagree with the terms of
this letter, and then sign and return an original of this letter to COG in the self-addressed, stamped
envelope provided for this purpose. We are sending two originals of this letter and you may retain
one original for your files.

P F
e eee L] oo see
) " L L] L]
e @ v L] L] .
. [ L] LL L
e o o e o @ L
. L] .e L] .



Mr. Kirk Covington
February 19, 2018
Page 2

Thank you for your cooperation and we look forward to hearing from you soon. If you have
any questions, please give Mr. Jerold Jenkins of COG a call at 432.234.1508.

Very truly yours,

COG OPERATING LLC

Staff Landman

L , the agent for the State of Texas under the Lease and the owner of the soil
of the above-described land hereby consent to the forgoing provisions of this letter.

o , the agent for the State of Texas under the Lease and the owner of the
soil of the above-described land hereby DO NOT consent to the forgoing provisions of this letter.

cc: Mr. J. Daryl Morgan, CPL
Landman, Mineral Leasing
Texas General Land Office
P.O. Box 12873
Austin, Texas 78711-2873
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a CONCHD JEROLD JENKlNS

February 19, 2018

The Catalpa Trust

¢/o Kyle Bruce & Shelia D. Covington
P. O. Box 1987

Goodlettsville, TN 37070

Re: Relinquishment Act Lands Oil and Gas Lease Dated February 18, 2005 (Successor interests
from Dela Minerals) (“Lease™); Reeves County, Texas

Dear Mr. Bruce & Mrs. Covington:

COG Operating LLC (“COG”) is the Lessee under the captioned Oil and Gas Lease, under
which you are acting as the agent for the State of Texas, covering the following described lands:

All of Section 40, Block 58, Public School Land Survey.
Reeves County, Texas

COG is planning on entering the lands covered by the Lease on or about March 26, 2018, for
the purpose of plugging and abandoning the Block 58 State 40-14 #1H Well (“Well”), which is
operated by COG, and thereafter conducting surface remediation operations. Paragraph 26 of the
Lease. entitled Removal of Equipment, grants COG the right to remove machinery and fixtures
placed by it on the leased premises, including the right to draw and remove casing, within 120 days
after the termination of the Lease, unless the owner of the soil grants an extension of this period. It
has been more than 120 days since the Lease terminated.

Accordingly, COG is hereby asking your permission to extend the period of time under the
Lease until September 1, 2018, in order that COG is permitted to remove the machinery and fixtures
from the location, including the drawing and removal of the casing from this Well, in connection
with its plugging and abandonment activities, and that COG shall have the right to retain the
ownership of the machinery and fixtures, including removed casing, from this Well and the lands.

Please indicate in the space provided below whether you agree or disagree with the terms of
this letter, and then sign and return an original of this letter to COG in the self-addressed, stamped
envelope provided for this purpose. We are sending two originals of this letter and you may retain
one original for your files.
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The Catalpa Trust
February 19, 2018
Page 2

Thank you for your cooperation and we look forward to hearing from you soon. If you have
any questions, please give Mr. Jerold Jenkins of COG a call at 432.234.1508.

Very truly yours,

OG DPERATING LLC

Jenkins
Stab [.andman

I, , the agent for the State of Texas under the Lease and the owner of the soil
of the above described land hereby consent to the forgoing provisions of this letter.

i L , the agent for the State of Texas under the Lease and the owner of the
soil ot the above-described land hereby DO NOT consent to the forgoing provisions of this letter.

cc: Mr. J. Daryl Morgan, CPL
Landman, Mineral Leasing
Texas General Land Office -
P.O. Box 12873
Austin, Texas 78711-2873
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-%\”'C ONCHO JEROLD JENKINS

February 19, 2018

Earmark Enterprises, LLC
c/o Lisa Graham

P. O. Box 53343

Midland, TX 79710

Re: Relinquishment Act Lands Oil and Gas Lease Dated February 18, 2005 (Successor interests
from Dela Minerals) (“Lease”); Reeves County, Texas

Dear Ms. Graham:

COG Operating LLC (*COG”) is the Lessee under the captioned Oil and Gas Lease, under
which you are acting as the agent for the State of Texas, covering the following described lands:

All of Section 40, Block 58, Public School Land Survey,
Reeves County, Texas

COG is planning on entering the lands covered by the Lease on or about March 26, 2018, for
the purpose of plugging and abandoning the Block 58 State 40-14 #1H Well (“Well”), which is
operated by COG, and thereafter conducting surface remediation operations. Paragraph 26 of the
Lease, entitled Removal of Equipment, grants COG the right to remove machinery and fixtures
placed by it on the leased premises, including the right to draw and remove casing, within 120 days
after the termination of the Lease, unless the owner of the soil grants an extension of this period. It
has been more than 120 days since the Lease terminated.

Accordingly, COG is hereby asking your permission to extend the period of time under the
Lease until September 1, 2018, in order that COG is permitted to remove the machinery and fixtures
from the location, including the drawing and removal of the casing from this Well, in connection
with its plugging and abandonment activities, and that COG shall have the right to retain the
ownership of the machinery and fixtures, including removed casing, from this Well and the lands.

Please indicate in the space provided below whether yvou agree or disagree with the terms of
this letter, and then sign and return an original of this letter to COG in the self-addressed. stamped
envelope provided for this purpose. We are sending two originals of this letter and you may retain
one original for your files.



Earmark Enterprises, LLC
c¢/o Lisa Graham
February 19, 2018

Page 2

Thank you for your cooperation and we look forward to hearing from you soon. If you have
any questions, please give Mr. Jerold Jenkins of COG a call at 432.234.1508.

Very truly yours,
COG OPERATING LLC

(

Jerold Jenkins
Staft Landman

L , the agent for the State of Texas under the Lease and the owner of the soil
of the above-described land hereby consent to the forgoing provisions of this letter.

, 1L , the agent for the State of Texas under the Lease and the owner of the
soil of the above-described land, hereby DO NOT consent to the forgoing provisions of this letter.

cc: Mr. J. Daryl Morgan, CPL
[Landman, Mineral Leasing
Texas General Land Office
P.O. Box 12873
Austin, Texas 78711-2873
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February 19, 2018

Ms. Renee J. Brunson
P. O. Box 2041
Midland, TX 79702

Re: Relinquishment Act Lands Oil and Gas Lease Dated February 18, 2005 (Successor interests
from Dela Minerals) (“Lease”); Reeves County, Texas

Dear Ms. Brunson:

COG Operating LLC (*COG) is the Lessee under the captioned Oil and Gas Lease, under
which you are acting as the agent for the State of Texas, covering the following described lands:

All of Section 40, Block 58, Public School Land Survey,
Reeves County, Texas

COG is planning on entering the lands covered by the Lease on or about March 26, 2018, for
the purpose of plugging and abandoning the Block 58 State 40-14 #1H Well (“Well”), which is
operated by COG, and thereafter conducting surface remediation operations. Paragraph 26 of the
Lease, entitled Removal of Equipment. grants COG the right to remove machinery and fixtures
placed by it on the leased premises, including the right to draw and remove casing, within 120 days
after the termination of the Lease, unless the owner of the soil grants an extension of this period. It
has been more than 120 days since the Lease terminated.

Accordingly, COG is hereby asking your permission to extend the period of time under the
Lease until September 1, 2018, in order that COG is permitted to remove the machinery and fixtures
from the location, including the drawing and removal of the casing from this Well, in connection
with its plugging and abandonment activities, and that COG shall have the right to retain the
ownership of the machinery and fixtures, including removed casing, from this Well and the lands.

Please indicate in the space provided below whether you agree or disagree with the terms of
this letter, and then sign and return an original of this letter to COG in the self-addressed. stamped
envelope provided for this purpose. We are sending two originals of this letter and you may retain
one original for your files.
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Ms. Renee J. Brunson
February 19, 2018
Page 2

Thank you for your cooperation and we look forward to hearing from you soon. If you have
any questions, please give Mr. Jerold Jenkins of COG a call at 432.234.1508.

Very truly yours,

COG\OPERATING LLC

Jerdl¥ Jenkins
Staff Landman

I, , the agent for the State of Texas under the Lease and the owner of the soil
of the above-described land hereby consent to the forgoing provisions of this letter.

i A . the agent for the State of Texas under the Lease and the owner of the
soil of the above-described land, hereby DO NOT consent to the forgoing provisions of this letter.

cc: Mr. J. Daryl Morgan, CPL
Landman, Mineral Leasing
Texas General Land Office
P.O. Box 12873
Austin, Texas 78711-2873
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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
08/2011
o 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 |

|

AP| 389-32452 (Blk 58 State 31-3 #1H), AP| 389-32398 (Blk 58 State 32 #1)

MF105285 Date Date 2nd Date 3rd Net
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 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 9/22/2012 78.2466667
MF105285F TX0016622-009 10/6/2004 |5 years | 0.20|687/684 12/5/2011 2/22/2012 2/15/2013 9/23/2012| 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
938.86
API 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
MF1052858 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
API1389-32452 (Blk 58 State 31-3 #1H)
MF104782 TX0011467-000 10/20/2004 |5 years 0.2/1689/31 11/1/2011 9/22/2011|160/160
API1389-32452 (Blk 58 State 31-3 #1H)
MF105490 TX0011479-000 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.

l




Status of STATE LEASES MF105285-MF105490-MF104782
Chesapeake shut-in royalty and half bonus to extend deep rights

Wells and Status

API 389-32452 (Blk 58 State 31-3 #1H) | Appears this is the well on which shut-in payments were made.

l

No production 10/2011 - 4/2013

92 mcf in May 2013

No production 6/2013 - 7/2013

Aug & Sept 2013 - No Rpt

API 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

API1 389-32497 (Blk 58 State 42 #1H)

J

3 mo no production: 9/12 - 11/12

No Rpt Aug - Sept 2013
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