STATE LEASE MF104781

LeaseDate Acres Status CONTROL BASEFILE

A Nov 01 2004 10.00 ACTIVE -89—1+65686+——323573— REEVES ,
B Nov 01 2004  10.00 ACTIVE OT-10507Z 118355 =l =
TERM'NAT'ON SURVEY : PUBLIC SCHOOL LAND :
BLOCK : 58
DATE Al 4 TOWNSHIP : 00
LEASING [+ SECTION/TRACT: 3Eo/ y
PART - Z oF Nw
MAPS ACRES : 80.00 .
GIS 3 DEPTH LIMITS : NO

Rentals:jt‘\ LESSEE : PETRO-HUNT LLC

LEASE DATE : Nov 01 2004
Lease PRIMARY TERM : 4 yrs
Admin: BONUS ($)  : 0.00

RENTAL ($) : 1.00
Mineral Y5 ROYALTY : 0.10000000

Maps : & VAR ROYALTY
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Transaction #

4901

Lessor Ferguson, Vance

Lessee: Petro-Hunt, LLC

LEASE DESCRIPTION

County
REEVES

Primary Term
Bonus/Acre:
Rental/Acre:

Royaity:

COMPARISONS
MF #

MF100264

Approved:

4 years

PIN#

$150.00

1/5

Lesses

Clay Johnson

$1.00

Monday, September 12, 2005

(R[6/o¥

RAL REVIEW SHEET

Geologist: R. Widmayer
Lease Date: 11/1/2004 Ut

Acres: 80

Base File No  Part Sec. Block Twp Survey Abst#
121971 E/2 OF 30 58 00 PUBLIC SCHOOL LAND 3762

TERMS RECOMMENDED

Primary Term 4 years

Bonus/Acre $150.00

Rental/Acrs $1.00

Royalty 1/5

Date Term Bonus/Ac.  Rental/Ac.  Royalty  Distance

Last Lease
1/15/1999 5 years $50.00 $1.00 | |3/16




RAL REVIEW SHEET

- ao\
)\{‘4

Transacton # Geologist: R. Widmayer
lesgsor  McCord, B.J. Lease Date: 11/2/2004 o
Lessee: Petro-Hunt, LLC Acres: 80
LEASE DEICRIPTION
County BaseFileNo Part Sec. Block Twp Survey Abst#
REEVES i 121971 N/2 SW/4 30 58 00 PUBLIC SCHOOL LAND 3762
> 0 e
TERMS OFFERED TERMS RECOMMENDED
Primary Term: |4 years Primary Term 4 years
Bonus/Acre: _ $150.00 Bonus/Acre $150.00
Rental/Acre: $1.00 Rental/Acrs $1.00
ﬂnymy- 1/5 Myﬂty 1/5
COMPARISONS
MF # Lessee Date ferm  Bonus/Ac.  Rental/Ac.  Royalty  Distance
MF 100264 Clay Johnson 1/15/1999| |5 years $50.00 $1.00 | [3/16 Last Lease

Comments: |Rentals will be $75.00 for the 4th year.

e Y
arovet A 2. 7. 0%

Monday, December 06, 2004




INQUISHMENT ACT LEASE APPLICATION

Ed

Texas General Land Office Jerry Patterson, Commissioner

TO: Jerry Patterson, Commissioner DATE:  06-Dec-04

Larry Laine, Chief Clerk
Bill Warnick, General Counsel

Matt Edling, Deputy Commissioner

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

Applicant:  Petro-Hunt, LLC County: REEVES
Prim. Term: 4 years Bonus/Acre $150.00
Royalty: 1/5 Rental/Acre $1.00

Consideration
Recommended: @A% Date; (2. 7. 09
Not Recommended:

Comments: Rentals will be $75.00 for the 4th year.

[ease Form

Recommended: 522@' Date: \ \ 3 { oY

Not Recommended:

Comments:

Matt Edling, Deputy Commissioner Date: /( 2/ / @)
Recommended: Y244~

Not Recommended:

Bill Warnick, General Coupsel Date: %_3745/

Recommended:

Not Recommended:

Larry Laine, Chic;:Cicrk Date: 2 /"./‘ /

Approved:

Not Approved:

yfinyssioner Date: 7 '@ gs
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1601 ExmMm STREET, STE 3400
THANKSGIVING TOWER
avLLas, Texas 75201-7201

~%

February 22, 2005

Texas General Land Office
Attn: Mr. Drew Reid

1700 N. Congress Avenue

Room 600
Austin, Texas 7870

Dear Mr. Reid:

Enclosed please find a certified copy and check for the following lease:

Vance Ferguson

Thank you,

) .
A 4t |

Jacq(leline Avery

Lirt A {'f‘»

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



PAYEE: DETACH THIS PORTION BEFORE CASHING CHECK

v PETRO-HUNT, L.L.C. i Bank One, N.A. Page 1 of 1
~ 16071 EimrStreet, Suite 3400 Jefferson County
. Dallas, Texas 75201 8200 Hwy 69
(214) 880-8400 Port Arthur, Texas 77640
OWNER NAME OWNER NO DATE CHECK NUMBER AMOUNT
TEXAS GENERAL LAND OFFICE 58207 Feb-21-2005 4076757 $775.00
*02AP356 118-021505 02/15/05 775.00 0.00 77500
NW TOYAH PROSPECT
TOTAL INVOICES PAID X 775.00
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FILE# 127

. General Land Office
. Relinquishment Act Lease Form
Revised, September 1987

Austin, Texas

OIL AND GAS LEASE

THIS AGREEMENT is made and entered into this __1s{ day of 2004, between the State of Texas, acling

by and through s agent. _____ Vance Ferouson
of 3701 Peak Lookout Drive, Austin, TX 78738

(Give Permanent Address)
sald agent herein referred 1o as the owner of the soil (whether one or more), and _Petro-Hunt LLC

of ___1601 Elm St Suite 3400, Thanksgiving Tower, Dallas. TX 75201-7201 hereinafter called Lesses
(Give Parmanent Address)
1. GRANTING CLAUSE. For and in consideration of the amounts stated below and of the co and agre nts to be paid, kepl and

pﬂ'lnfmtdbyLmumofthbm,hSIlthn-ﬂmwwwmumdhwl.mmmmmmmem.lu
the sole and only purpose of prospecting and drilling for and producing ofl and gas, laying pipe ines, building tanks, storing ofl and building power
unllom_tcluphomIlrmmddmw\mxnw,tom.m-,hknmd.mmulmpmmmdmh-u.ml'ollowhgumu
ted in Reeves County, State of Texas, to-wit

E/2 of NW/4 of Section 30, Block 58, Public School Lands Survey

containing 80 acres, more or less. The bonus consideration paid for this lease is as foliows

To the State of Texas: Seven hundred fifty doliars and 00/100
Dollars ($750,00 )

To the owner of the soill: Seven hundred fifty dolars and 00/100
Dollars ($750.00 )

Total bonus consideration: One thousand, five hundred dollars and 00V100
Dollars ($1.500.00 )

The total bonus consideration paid represents a bonus of ___ One hundred fifty
Dodlars ($150.00 ) per acre, on 10 net acres

2. TERM. Subject 1o the other provisions in this lease, this lease shall be for a term of Fouwr (4) years from
this date (herein called “primary term”) and as long thereafter as ol and gas, of 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 pocket operational expenses for the six months last past

True and Correct

RUNCIEE SRt copy of

.t -: . :.. Original filed in

ot . . Reeves County
Clerks Office
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3. DELAY RENTALS. If no well is d on the | d premises on of before one (1) year from this date, this lease shall terminate,
unless on or before such anniversary dale Lessee shall pay of tender to the owner of the sall of to his credit in the

Bank, at -
urhm(ﬂhmlcm-wmwyrmummumamw;,mamﬂwmmm,hmmn,
Lessee shall pay o 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 pr lege of del g the comir nt of a well for
one (1) year from said date. Payments under this paragraph shall be in the lollowing amounts:

To the owner of the soll: Five dollars and 00/100
Dollars ($5.00 )

To the State of Texas: Five dollars and 00/100 *"See Exhibit "A” for escalating rentals™
Dollars ($5.00 )

Total Delay Rental: Ten dollars and 0V100
Dollars ($10.00 )

|n|uknm-nn-rnnduponunplymnuuhnd-iM.hmdnﬂmhmdﬂmﬂlmmwb&dw(n
year each during the primary term All payments of tenders of rental 1o the owner of the sod may be made by check of sight draft of Lessee, or any
assignee of this lease, and may be delivered on or before the rental paying date Il the bank designated in this paragraph (or s successor bank) should
umtooxm,mlpondmuu.lqmn,ldlo:hmmwmm,alaw:mtﬂurmmmmrmm.Ltunlmllnulb-
held in defaull for failure to make such payments or tenders of rental unti thirty (30) days after the owner of the soil shall deliver to Lessee a proper
recordable Instrument naming another bank as agent 10 recelve such payments of lenders.

4, PRODUCTION ROYALTIES. Upon production of oll and/or gas, Lessee agrees lo pay of cause lo be paid one-hall (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 lo the
owner of the soll:

IAJGLRWIIWpIysbhuﬂo‘.MHWIMIMWMhlmkﬂhIWmo\lhoﬂh'wallndlwu
all condensate, distillate, and other liquid hydrocarbons recovered from ol of gas run through a separalor of other equipment, as hereinafter provided,
shail be 15 part of the gross production o the market value thereof, al the option of the owner of the sod or the Commissioner of the General
Land Office, such value to be determined by 1) the highest posted price, phus premium, if any, offered of paid for ofl, condensate, distillate, or other liquid
hydrocarbons, respectively, of 8 like type and gravity in the general area where produced and when run, or 2) the highest market price thereol offered or
Mhtmwlmmwwmmmﬂ.u3)|tngmprwuhdn-mw.muhmm.memmtbdou
any gas produced from the leased premises is soki, used of processed in a plant, & will be run free of cost lo the royalty through an adequate oll
and gas separator of conventional type, or other equipment al least as efficient, so that all kquid hydrocarbons recoverable from the gas by such means
will be recovered. The requirement that such gas be run through a separator or other equips may be waived, in writing, by the royalty owners upon
such terms and conditions as they prescribe

(B) NON PROCESSED QAS, Royally on any gas (nclhuding lared gas), wihich is as ol hy and g s 5L not
defined as oll 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 15 part of the gross production or the market value thereof, al the
option of the owner of the soil or the Commissioner of the General Land Office, such vaiue 1o 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 of offered 1o the producer, whichever is the greater,
provided that the maximum pressure base in measwing the gas under this lease shall not at any time exceed 14.65 pounds per square Inch absolute,
and the standard base lemperature shall be sixy (60) degr Fahr i, correction to be made for pressure according to Boyle's Law, and for specific
gravity according lo tests made by the Balance Method or by the most approved method of lesting being used by the industry al the time of testing

(C) PROCESSED GAS. Royalty on any gas processed in a gasone plant or other plant for the recovery ol gasoline or other liquid
hydrocarbons shall be 15 pant 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 aftributable to gas produced from this lease, and on fifty percent (50%). or thal percent accruing to Lessee, whichever is the
greater, of the total plant production of liquid hydrocarbons altributable lo the gas produced from this lease, provided that if liquid hydrocarbons are
recovered lrom gas processed in a plant in which Lessee (o ks parent, subsidiary or affilate) owns an interest, then the percentage applicable to liquid
hydrocarbons shall be fity percent (50%) or the highest percent accruing 10 a third party processing gas through such plant under a processing
agreement negotiated at arm's length (oc if there is no such third party, the highest percent then being specified in processing agreements of contracts in
the industry), whichever is the greater. The respective royallies on residue gas and on quid hydrocarbons shal 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 weighled average gross selling price for the respective grades of lquid hydrocarbons), wikchever is the greater. in no event, however, shall
the royalties payable under this paragraph be less than the royaities which would have been due had the gas not 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 iractionating, burning of any other processing shall be 115 part of
the gross production of such products, or the market value thereol, at the option of the owner of the soil of the Commissioner of the General Land Office,
such markel 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

6. MINIMUM ROYALTY, During any year after the expiation of the primary term of this lease, if this lease is maintained by production, the
royalies 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 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 (31.00) per acre

True and Correct
copy of
Original filed in
Reeves County
Clerks Office
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6. ROYALTY IN KIND. Notwithstanding any other provision in this lease, al any time of from time to time, the owner of the soll 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 1o such royalty owner under this lease be made in kind The owner ol the soll's or the Commissioner of the General
umom-miomnrmnymwmlmm«mgunh-muwnwruulmcanmummwalumom-rum
of Lessee's obligations, whether express or implied, undes this lease.

7. NO DEDUCTIONS. tﬂwmummmummmwhmunmmmu
the cost of producing, gathering, storing, separating, irbating, dehydrating, g, and otherwise making the oll, gas and
other products hereunder ready for sale or use. anhmmmmﬂ.mhmmm including any reimbursements
for severance taxes and production related costs

8. PLANT FUEL AND RECYCLED GAS. No roysity shall be paysble on any gas as may represent this lease's proportionate share of any fuel
used to process gas produced hereunder in any processing plant plant. Notwithstanding any other provision of this lease, and subject 1o the written consent of
the owner of the soll and the C of the G | Land Office, Lessee may recycle gas for gas R purposes on the leased premises or for
Injection into any oll or gas producing formation undertying the leased premises after the iquid hydrocarbons contained In the gas have been removed,
no royalties shall be payable on the recycled gas until & is produced and sold or used by Lessee in a manner which entities the royally owners 1o a
royaity under this lease

9. ROYALTY PAYMENTS AND REPORTS. All royalties not taken in kind shall be paid to the Commissioner of the G al 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 off
Is due and must be received in the General Land Office on or before the Sth 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 before the 15th day of the d month ding the month of production,
accompanied by the affidavil of the owner, manager of other authorized agent, wieted 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 oil and gas, logether with a copy of all documents,
rmﬂummmmmmmﬂmmmwpmmmmnﬂmrmm
other checks or mer st produced and put Ko pipetnes, tarks, or pools and gas Ines of gas storage, and any other reports of records
mmmmmmmwwmmmmuu—ummamumtyd-m-mg-uw
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
of other remittance advice showing by the assigned General Land Office lease number the amount of royalty being paid on each lease |f Lesses pays
his royalty on or before thirty (30) days after the royalty payment was due, then Lessee owes a penally of 5% on the royalty or $25.00, whichever is
greater. A royalty payment which is over thirty (30) days late shal accrue a penalty of 10% of the royalty due or $25.00 whichever is grealer In addition
to a penalty, royalties shall accrue inferest at a rate of 12% per year, such interes! will begin to accrue when the royalty is sixty (60) days overdue
Affidavits and supporting documents which are not filed when due shall incur 3 penalty in an amount sel 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 o causing
royalties to be paid as prescribed by the due date provided herein. Payment of the delinquency penalty shall in no way operate 1o prohibil the State's
right of forfeiture as provided by law nor act to posipone the date on which royalties were originally due. The above penalty provisions shall not apply in
cases of itle dispute as 1o the State's portion of the royally or to that portion of the royally in despute as 1o falr market vakoe

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall 2 the C LX¥ of the General Land Office
nunubutMm-dawwmmuu-cmmwumwmwmcmmmm
uuntrmmmm-mummdwmmmmmmmmm)mmu
entering into or making such 1s Such cotracts and sy wihen) recety byt-G-r-lL-ndOl'thh
MhmMWlMMltﬂmmmme—- Al“ and et g 1o the production,
transportation, sale and marketing of the ofl and gas produced on sald premises, including the books and accounts, mmmu-ﬂm
tanks, pools, meters, and pipelines shall at all times be subject 10 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 submilied o the Commissioner of the General |
Land Office by Lessee or operator five (5) days before spud daste, workover, re-entry, temporary abandonment of plug and abandonment of any well of
wells. Such written notice to the General Land Office shal inchude copies of Radroad Commission forms for application lo dilll. Coples of well tests,
completion reports and plugging reports shall be supplied to the General Land Office at the time they are fled with the Texas Raliroad Commission. Al
applications, permits, vmumWmmumaqﬂummmmmmunmmmmmrm-
Railroad Commission or any other gor y shah the word “State” n Ihe tile Addtionaly, n with Rairosd C
rules, any signage on the | d premis hl'l,, dm“MMU“MWbNWMMM
Include the word “Stale " 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 lo those herein
expressly provided for. Lessee shall have an electrical and/or radioactivity survey made on the bore-hole section, from the base of the surface casing to
the total depth of well, of all wells drilled on the above described premises and shal ransmi a true copy of the log of each survey on each well lo the
General Land Office within fifteen (15) days after the making of sad survey

(C) PENALTIES. Lessee shall incur a penalty whenever reports, documments or other materials are not fled in the General Land Office when
due The penalty for late fling shall be sel 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 lerm hereol and prior 1o discovery and
production of ol or gas on said land, L—-Mﬂaqnuhwlnh-m or if during the primary term hereol and afler the discovery and
sctual production of ol or gas from the leased such production thereo! should cease from any cause, this lease shall not lerminate if on or
bcfoulhonpﬂﬂonddﬂy(bO)mmmdequ-ﬁdymhwmdmL-ummmmlmlngm
reworking operations thereon, of pays of lenders the next annual delay rental in the same manner as provided in this lease. If, during the last year of the
pﬂmaryturmofw!hhMmmwm,.nhmhmnmﬁ.whwﬂnﬁiddu”m“mlnycm'
Lessee's rights shall remain in full force and effect without further operations until the expration of the primary term; and if Lessee has not resumed
production in paying quantities al the expiration of the primary lerm. Lessee may maintain this lease by conducting additional drilling or reworking

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




s BOOK 69T pace 391

..

.
LELE ]
sesee

operations pursuant to Paragraph 13, using the expiration of the primary lerm as the dale of cessation of production under Paragraph 13. Should the first
mlormvnubuqumwdlmmlmmamwmhm'.mwﬁdanﬂwﬂmtmpﬂmﬂmmhuool.L-u-mty
r-umopaymenlduulnnmlruulmth-mm-wmmﬁmumhrmmmmmmwmdmtﬂm
dty-frumtmdlholoompldlonal:uchM—holotpuw‘lmdupmﬂnhhﬂnmnuamhplymuﬂ,mmmtpoflﬂnlnmmn If at the
upuwmdnuprlmmlurmmmymmmmnmdwn-mhlouhdonnuhludeM.mmﬂhm-ybtmmhm:\c-
with the shut-in provisions hereof

——

12. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. If, al the expiration of the primary lerm, neither oll nor gas is being
ptoduudonuidllnd.hdLmhmuwmm«rmﬂhgmm.mmwmmmmbﬂoumlmm
uiﬂwolorlualllnoamdmyﬂﬂﬂmﬁnptnumudhgoodtﬂhmdhmmmrlhmmwwmmwmmmmgm-
mmﬂmy(uu)dayldwmlnymmhmmlmmhu\-wmuuumnu,wwuuwuonuworonhwoducod
mpayingqmwﬁnlromuhﬂmd.ofmmdlm-hdug-u-lrmumwmlmhm-pwmdhmhln

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 not lerminate 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 50 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 olf or gas, the lease shall remain in full force and effect for so long as ol or gas is produced from the leased premises in paying quantities or payment
of shut-in oil or gas well royalties or payment ol compensatory royaltles is made as provided herein of 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 driling or reworking
operations within sixty (60) days after the compietion of the well as a dry hole, and this lease shall remain in effect 8o long as Lessee continues drilling or
reworking operations in good faith and in @ workmandike manner without Intestuptions Lotakng more than sixty (60) days. Lessee shall give written notice
to the General Land Office within thirty (30) days ol any cessation of production,

14, SHUT-IN ROYALTIES. For purposes of this paragraph, “wel” means any weil 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 being
maintained in force and effect, a well capable of producing od or gas in paying quantities s located on the leased premises, but oil or gas is not being
produced for lack of sultable production facilities or lack of a sultable markel, then Lessee may pay as a shut-in oil or gas royalty an amount equal to
double the annual rental provided in the lease, bul nol less than 31,200 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 rertal amount, then for tfe 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 to produce oll of 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, ihe lease shall be considered lo be a producing lease and the payment shall
extend the term of the lease for a period of one year lrom the end of the primary term. or from the fust day of the month following the month in which
production ceased, and, after that, if no suitable production faciities or suitable market for the oll or gas exisls, 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

16. COMPENSATORY ROYALTIES. If, during the period the lease is kept in effect by payment of the shut-in ol or gas royalty, oll or gas is
soid and delivered in paying quantities from a well located within one thousand (1,000) feet of the b d prems and pieted in the same producing
reservoir, or in any case in which drainage is occurring, the right to continue 1o mantain 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 royaity at the royalty rale provided in the lease of the market value of production from the well causing
the drainage or which is completed in the same producing reservolr and within one thousand (1,000) feet of the leased premises. The compensatory
royalty is to be paid monthly, one-hall (1/2) to the C [ of the G | 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 s 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
s an amount less than the annual shul-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 royaity payments which are nol timely paid will accrue penally and interes! in accordance with Paragraph § of this
lease. None of these provisions will relieve Lessee of the obligation of reasonable development nor the obligation to drill offset wells as provided In
Texas Natural Resources Code 52 173, however, at the determination of the Commissioner, and with the C wasioner's written approval, the payment
of compensatory royalties can satisfy the obligation to dril offset wells.

16. RETAINED ACREAGE. Notwithstanding any provision of this lease lo the contrary, after a well producing of capable of producing oil or
gas has been completed on the | d pe Lessee shall exercise the diligence of a reasonably prudent operator in drilling such additional well or
wells as may be reasonably necessary lor 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 |t 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 oll or gas well as provided In Paragraph 14 hereofl), or a well
upon which Lessee Is then engaged in continuous drilling or reworking operations, of (2) the number ol 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 o a proration unit for each such producing well under (he rdes and regulations of the Railroad Commission of Texas, or any successor
agency, of olher governmental authority having jurisdiction. If al any time after the effective date of the partial lermination provisions hereof, the
applicable field rules are changed or the well or wells localed thereon are reclassified so that less acreage is thereafter allocated to sald well or wells lor
production purposes, this lease shall thereupon lerminale as lo all acreage nol thereafler allocaled lo 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 1o have the right of ingress
to and egress from the lands still subject to this lease lor 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 hereol (“the retained lands”), for
access to and from the retained lands and lor the gathering or transportation of oil, gas and other minerals produced from the retained lands.
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| (B) HORIZONTAL. In the evenl Ihis lease is in lorce and effect two (2) years after the expiration date of the primary or extended term # shall
further terminate as to all depths below 100 feel below the lotal depth driled (hereinafier “deeper depths”) in each well located on acreage retained in I
Paragraph 16 (A) above, unless on or before two (2) years after the primary or extended lerm 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 to

' such deeper depths, and said termination shall be delayed for an additional period of two (2) years and so long thereafter as oil or gas is produced in

[ paying quantities from such deeper depths covered by this lease

(C) IDENTIFICATION AND FILING. The sutface acreage retained hereunder as 1o 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 Commissioner of the General Land Office. Within
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 releass, or a certified copy of same, shall be filed In the General
Land Office, accompanied by the fling 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 al his sole discretion may designate by written instrument the acreage and/or depths o be released hereunder and record such
Iinstrument 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 1o be paid, under this lease shall relleve Lessee ol 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 &rill to a depth necessary lo prevent undue drainage of
oll and gas from the leased premises. In addition, if ol andior gas should be produced in commercial quantities within 1,000 feet of the leased premises,
or in any case where the leased premises is being drained by production of oil or gas, the Lessee, sublessee, receiver or other agent in control of the
leased premises shall in good falth Degin the driling of & well of wells Upon the eased premmeses within 100 days sfier the dosining well or wells o the
well or walls completed within 1,000 feet of the leased premises start producing in commercial quantiies and shall prosecute such drilling with diligence
Failure to satisfy the statutory offsel obligation may subject this lease and the owner of the sod’s agency rights lo forfeiture. Only upon the determination
of the Commissioner of the General Land Office and with his written approval may the payment of compensatory royalty under applicable statutory
parameters satisfy the obligation lo drill an offset well or wells required under this paragraph

| 18. FORCE MAJEURE. If, after a good laith efforl, Lessee s pr d from 1y -hmw-uwdeMhm
| from conducting drilling operations on the leased premises, mMde'-mn‘ d p by of war, rebellion, riots,
strikes, acts of God, or any valid order, rule or regulation of government authority, then whie so pr d, Lessee's obligation 1o comply with such

covenant shall be suspended and Lessee shall not be kable for damages for ladlure to comply with such covenants, additionally, this lease shall be
"tmdodeoLnuabprwmod by any such cause, mwmmmmammmwmgnlrmtmmm
¥ In this paragraph shall suspend the pay of Getary i ordes to msntain this kease in effect during the primary lerm
hlmnhuuu-dmhﬂllnoummwmdulww

19. WARRANTY CLAUSE. The owner of the soil warrants and agrees to defend title o the leased premises. |f 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 leased premises by paying any mortgage,
laxes or other liens on the leased premises. If Lessee makes paymentis on behall of the owner of the soil under this paragraph, Lesses may recover the
cost of these payments from the rental and royalties due the owner of the soil

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the sofl owns less than the entire undivided surface estate in the above
described land, whether or not Lessee's interest is specified herein, then the royaRies and rental herein provided 1o be paid 1o the owner of the soll shall
be paid to him in the proportion which his interest bears 1o the entire undivided surface estale 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 lkewise proporSonately reduced. However, belore Lessee adjusts the
royalty or rental due to the Commi of the G Land Office, Lessee or his authorized representative must submit to the Commissioner of the |
General Land Office a written stalemnent which expiains the discrepancy between the interest purportedly leased under this lease and the actual 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 undivided |
interest nol covered by a lease, less the proportionate develop and production cost slocable to such undivided interest H . In no event shall
the C ioner of the Ge | Land Office recetve as a royaity on the gross pr 10 the undivicked est not § d an amount less
than the value of one-sixeenth (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 thal has been approved by the School Land Board and the owner of the soll iIn accordance with Natural Resources Code Sections
52 151.52 154, or if. at any time after the expiration of the primary term or the extended term. this lease covers a lesser number of acres than the total
amount described herein, payments thal are made on a per acre basis hereunder shall be reduced according lo the number of acres pooled, released,
surrendered, or olherwise severed, so that payments determined on a per acre basis under the lerms of this lease during the primary term shall be
calculated based upon the number of acres outside the boundaries of a pooled unit, or, if after the expiration of the primary term, the number of acres
actually retained and covered by this lease

21. USE OF WATER. Lessee shall have the right lo use waler produced on said land necessary for operations under this lease excepl waler
from wells or tanks of the owner of the sof, provided, however, Lessee shall nol use potable water or water suitable for ivestock or irrigation purposes
for waterflood operations withoul the prior consent of the owner of the soil

22. AUTHORIZED DAMAGES. Lessee shall pay the owner ol the sod for damages caused by its operations to all personal property,
improvements, livestock and crops on sakd land.

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

24, WELL LOCATION LIMIT, No well shall be drilled nearer than two hundred (200) feet to any house or bam now on said premises without ‘
he written consent of the owner of the soll !
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u.Poummmmmtruuu.Lmﬂmwmm-uuomupmmmwpnmwm Without
limiting the foregoing, poliution of J | waterways, rivers and impounded waler shall be prevented by the use of containment
mmmp‘wmm.wuymmm.hmm\ldMLmmemlnwm
recapture all escaped hydrocarbons or other pollutant and shall be resp ble for all damage 1o public and private properties. Lessee shall build and
mlmumlmnromdblluh,m.uﬂw*mummmuhwmlvdodtwlon.mmmmuy,mdwon
comnonofubandonmrlolmuluw'h,Lm“lm“dmwmu-ﬂmmwwmuodnmm
thereon. Lessee shall, while conducting operations on the d pa keep said pe free of all rubbish, cans, bottles, paper cups or garbage,
lmduponcormhtionalmmmmoﬂn-nndhmw-mhwwmmmm-hpr-dinbh Tanks and
equipment will be kept painted and presentable.

26. REMOVAL OF EQUIPMENT. Subject lo imitations in this paragraph, Lessee shall have the right to remove machinery and fixtures placed
by Lessee on the P » “,hmwmwmc—'m.wﬂhmmmy(lm)apdluhupnﬁonuun
termination of this lease unless the owner of the sol grants Lessee an extension of this 120-day period. However, Lessee may nol remove casing from
cnyw-lclpabltdptoduchgollndg,-hp.mm.Aaﬂimnly,L-umynumammnm-c-mgummmmﬂmdlnmlun
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 condiions ined in this paragraph and Paragraph 29 of thes lease the nghts and estates of either
pnnytomhluumnymm,mmuhm.mnmmamm“mmmummupmmmu,m.m
represantatives, successors and assigns However. a change or division in ownership of the land. rentals, of royalties will not enlarge the obligations of
Lessee, diminish the rights, privileges and estates of Lessee, impak the effecti of any payment made by Lessee or impair the effectiveness of any
act performed by Lessee. And no change or division n ownership of the land, rentals, or royaities shall bind Lessee lor any purpose until thirty (30) days
after the owner of the soil (or his heirs, deve legal rep ntatives or assigns) fumishes the Lessee with satisfaciory written evidence of the change
in ownership, Including the original recorded muniments of litke (or a certified copy of such oniginal) when the ownership changed because of a
conveyance. A total or partial assignment of this lease shall, 10 the extent of the interest assigned, relleve and discharge Lessee of all subsequent
obllqltiommnmmu.Ilmm-mhhmtdynhcﬂypmuwm.h:wmdnwmhpnyrmuhmdlmlppomm
as between the several owners ratably, according lo ihe 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 o rata rentals are timely paid or tendered. however, if the assignor of assignee does nol file a certified
copy of such assignment in the General Land Office before the nexi rental paying date, the entire lease shall lerminate for fallure o pay the entire rental
due under Paragraph 3. Every assignee shall succeed to ail rights and be subject to all obligations, abiities, and penalties owed lo the State by the
original lessee or any prior assignee of the lease, including any kabilities 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 s void as of the time of assignment and

the agency power of the owner may be lorleted by the C ver. An A wall be as il R were made fo the owner of the soll if the
assignee is

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

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

(3) & partnership in which the owner of the soil IS a partner of s an employee of such a pannership,

(4) a principal stockholder of employee of the corporation wiuch is the owner of the sod,

(5) @ partner of employee in a partnership which is the owner of the sod;

(8) a fiduciary for the owner of the soil, including but not limited 1o a guardian, trustee, executor, administrator, receiver, or conservator for the
owner of the soil, or

(7) & 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 lime execute and deliver 1o the
owner of the soll and place of record a rel or rel = g any portion or ports of the leased premi and thereby surrender this lease as
1o such portion or portions, and be relieved of all subsequent obligations as lo acreage surrendered. If any part of this lease is properly surfendered, the
delay rental due under this lease shall be reduced by the proportion that the surrendered acreage bears lo the acreage which was covered by this lease
Immediately prior 1o such L , Buch rehe will not releve Lessee of any katdiies which may have accrued under this lease prior to the
surrender of such acreage

29. FILING OF ASSIGNMENTS AND RELEASES. If all or any pan of this lease is assigned of released, such assignment of release must be
recorded in the county where the land is situated, and the recorded instrument, of & 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 Il any such assignment s nol so fled, the nNghts acquired unded this lease shall be subject 1o forfedture 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 10 be paki for the execution of this lease and the nghts and duties of the parties. Any collateral
agreements concerning the development of oil and gas from the leased premises which are not contained in this lease rendes this lease invalid

31. FIDUCIARY DUTY. The owner of the soil owes the Stale a fiduciary duty and mus! fully dsclose 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 lail of refuse lo make Ihe payment of any sum within thirty days alter & becomes due, of It Lessee or an
authorized agent should knowingly make any false retum or faise reporl concerning production of driling, or if Lessee shall fail or refuse to drill any
offset well or wells in good faith as required by law and the rules and regulations adopted by the Commissioner of the General Land Office, or if Lessee
should fail to file reports in the mannes required by law or fad 10 comply with rules and regulations promuigated by the General Land Office, the School
Land Board, or the Railroad Commission, of if Lessee shoukd refuse the proper authority access lo the records pertaining to operations, of If Lessee or
an authorized agent should knowingly fail of reluse 10 give comect information 10 the roper authorty, of knowingly lal or refuse to furnish the General
Land Office a correct log of any well, of 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 forfellure by the
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Commissioner, and he shall forfefl same when sufficiently informed of the facts which authorize a forfeture, and when forfefled the area shall again be
luqoclmlo-umdutholmdhnmmwamwmmwumummmul-mnnbﬁdm
lease by operation of law or by reason of any special arising h der. Forfeitiwes may be sel 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 reguiations thal may be adopled relative hereto.

33. LIEN. In accordance with Texas Natural Resources Code 52 136, the State shall have a first lien upon all ol and gas produced from the
lfuconrodbythhluu!omu-mmddumﬁdmnywwmmdmywmb-cotmanumerlmtuu By acceplance of
this lease, Lessee grants the State, in addition to the len provided by Texas Natural Rmcmsztmmmmwwmunmwmn an
express contractual llen on and security intecest in all leased minerals in and d from the | d premises, all proceeds which may accrue to
Lessee from the sale of such | d minerals, whether such pr ds 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 p sing of such menerals in order to secure the payment of all royalties or other
ar ts due or to b duemduﬂnhhcnmdlnsmumdmw"h-ﬂdl—umymbynmdLuuo:brnchd
any covenant or condition of this lease, whether express or implied This ben and security interest may be foreclosed with or without 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 lo
execute and record such Instruments as may be reasonably necessary lo acknowiedge, attach or perfect this lien. Lessee hereby represents that there
are no prior or superiof fiens arising from and relating o Lessee's activities upon the above-described property or from Lessee's acquisition of this lease
Sho-u!dlnoComnMonerltlnyﬁmeddmﬁmlhdlfﬁmwmﬁahnhmim.mmw«mmw-lh‘lhmroﬂwcdupwm
herein

34, POOLING. Lessee is hereby granted the right to pool of 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 ol 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 soil agrees thal the inclusion of this provision in this lease salisfies the
execution requirements stated in Texas Natural Resources Code 52 152

38. INDEMNITY. Lessee hereby releases and discharges the State of Texas and the owner of the soll, their officers, employees, partners,
agents, contractors, subcontractors, guests, invitees, and their resg e S and assigns, ol and from all and any actions and causes of action
of every nature, or other harm, including environmental harm, for which recovery of damages s sought, including. but not limited to, all losses and

which are d by the activities of Lessee, its officers, employees, and agents arsing oul of, incidental 1o, or resulting from, the operations
o!m 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 kable 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 sod, their officers, employees and agents, their successors or assigns, against any
and all claims, liabilities, losses, damages, actions, personal iInjury (including death), costs and expenses, or other harm for which recovery of damages
is sought, under any theory including tort, contract, or strict kabity, including attomeys’ fees and other legal expenses, including those related to
environmental hazards, on the leased premmes of in any way related to Lessee's fashure to comply with any and all environmental laws, those ansing
from of 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 lerms or provisions of this Agreement
or any other act or omission of Lessee, ts dwectors, officers, employees, pariners, agents, contractors, subcontractors, guests, invitees, and their
respective suct and gns. Each ignee of this Agr o an interest theven, agrees 10 be kable 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 OTHERWASE 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 INDEMMIFIED PARTY), WHETHER SUCH NEGLIGENCE
BE SOLE, JOINT, CONCURRENT, ACTIVE, OR PASSIVE,

38, ENVIRONMENTAL HAZARDS, Lessee shafl use the highest degree of care and all reasonable safeguards to prevent contamination or
pollution of any environmental medium, including soll, surface waters, groundwater, sediments, and swiface or subsurface strata, ambient air or any
other lnwrmmnial medium in, on, or under, the leased premises, by any waste, poltant, or contaminant. Lessee lnll nol bring or permit o remain on

the | d p any asbesios comtaming materals, explosives, tooc materials, or .,‘**- stes, harardous materials,
hazardous substances (as (he term “Hazardous Substance” is defined in the Comprehensive Envir | Response, Cotnpomdm and Liability Act
(CERCLA), 42 U 5 C. Sections 9601, et seq ), of loxic substances under any federal, state, or local law or reguiation ("Hazardous Materials”), except
ordinary products commonly used in connection with ol and gas exploration and deved W and stored in the usual manner and quantities

LESSEE'S VIOLATION OF THE FOREGOWNG PROMIBITION SHALL COHITI'W'E A mm BREACH AND DEFAULT HEREUNDER AND
LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND DEFEND THE STATE OF TEXAS AMD THE OWNER OF THE SOIL FROM AND AGAINST
ANY CLAIMS, DAMAGES, JUDGMENTS, PENALTIES, LIABRLITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS® FEES AND COURT
COSTS) CAUSED BY OR ARISING OUT OF (1) A VIOLATION OF THE FOREGONG 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 INDEMMFICATION 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 LEARMING OF THE 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 appiicable statutes and amendments thereto, and if any provision in this lease does not conform to these
statutes, the statutes will prevail over any nonconforming lease provisions
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18. EXECUTION. This oil and gas lease musl 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 dale
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 musl be filed of record in the office of the
County Clerk in any county in which all or any pan of ihe d pr s d, and cenified coples thereol must be filed In the General Land
oma-.rmbuuhnammwacmmdmmwhmmmwhcmmmmmummm
General Land Office in accordance with Texas Nalwal Resowces Code 52 183 Additionally, this lease shall nol be binding upon the Stale 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.
LESSEE
PETRO-H 0"
By 7 \?/\1)\
Title President
Date: /2.-2,‘-0‘-{ ‘)'6
STATE OF TEXA STATE OF TEXAS
BY BY
Vance Ferguson
Individually and as agent for the State exas Individually and as agent for the Stale of Texas
Date:_‘gd = T=0& Date
STATE OF TEXAS STATE OF TEXAS
BY BY
Individually and as agent for the State of Texas Individually and as agent for the State of Texas
Date Date
 —
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STATE OF TEXAS (Corporation Acknowledgment)
COUNTY OF DALLAS

BEFORE ME, the undersigned authority, on this day personally appeared [ Nl g, H . t' ¥ rT"‘
known to me to be the person whose name is subscribed to the foregoing instruments as EE] (4 ﬁl ( i ﬁ{ 1 +

of pe*’P;O— Hun"’ N L.l O ” 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.

nrynd /
Given under my hand and seal of office this the ﬁ:dly ofoﬂm& 20 !2 ?

a

Notary Public in and for HQ‘& Q; ZE&O\S
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STATE OF “) Q/¥ N) (CORPORATION ACKNOWLEDGMENT)
T
COUNTY OF __QQ,(U,&LJ_
BEFORE ME, the undersigned authority, on this day personally appeared
Kknown 1o me Lo 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
i Dbu/v
G«lvlnundlrmyhlndhnduﬂdmuuhq day of s zo_O_‘[
o 0 A
Quangfe . Inéa
| \
Not-‘)uwcnlndL .{L)([\j—c' ‘% :.29((_;‘.)
STATE OF (INDIVIDUAL ACKNOWLEDGMENT)
COUNTY OF
BEFORE ME, the undersigned autharity, on this day personally appeared Rober E, Wikcox
known 1o me 1o be the persons whose names are subscribed 1o the foregoing instr i, and ged 1o me that they executed the same lor 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 personaily appeared
known 1o me o be the persons whose names are subscribed to the foregoing instrument, and acknowledged 1o me thal they executed the same lor 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 personaily appeared
known to me to be the persons whose names are subscribed 1o the loregoing instrument, and ack dedged 1o me that they execuled the same for the
purposes and c therein exp d
Given under my hand and seal of office this the day of 20
Notary Public in and for
)
|
|
|
A P I [ - :
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EXHIBIT “A”

ATTACHED TO AND MADE PART OF THAT CERTAIN OIL AND GAS LEASE DATED November
1, 2004 BY AND BETWEEN THE STATE OF TEXAS, ACTING BY AND THROUGH ITS AGENT,
Vance Ferguson, AS LESSOR AND Petro-Hunt LL.C., AS LESSEE

Rentals Payable on the third anniversary date of the lease for that period from November
Ist, 2007 through November Ist, 2008 shall be as follows

To the Owner of the Soil: Three hundred seventy-five and 00/100 Dollars

($375.00)

To the State of Texas: Three hundred seventy-five and 00/100 Dollars
($375.00)

Total Rental: Seven hundred fifty and 00/100 Dollars
($750.00)

On all other anniversary dates of the lease the Delay Rental shall be payable as set-out in
paragraph 3 above

ANY PROVISION HEFEIN Wilon KOS IETS L SALL, o, -
OR USE BF 1K) DESCRRCD 5000 JROrTRTY ZECAUSE OF COLDR
08 RACL (S IVALID AND UNERSCRCHABUE UNDER FRDERAL
FILE No. 127 —
FILED FOR RECORD ON THE 13TH DAY OF JANUARY A.D. 2005 1:44 P, M.
DULY : 18TH, DAY OF JANUARY A.D. 2005 9:15 A. M.
[ BY: \ » DEPUTY DIANNE 0. FLOREZ, COUNTY CLERK
REEVES COUNTY, TEXAS
— .
O LS, 8 vy sen True and Correct
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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 phatographic copy of xhe

onginal chorf} now in my lawful cusmdy and possession, as me
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Genersl cnd Offics
- Act Laass Form
Revised, 1997

Augtin, Texas

OIL AND GAS LEASE

THIS AGREEMENT is made and entered into this _ 15t day of
by and through s agent. _______ Peagy F. Mauch

of 658 County Road 326, Kennedy, TX 78119
(Give Permanent Address)
said agent herein referred to as the owner of the soil (whether one or more), and ____Petro-Hunt LLC

November 2004, between the State of Texas, acting

hereinafter called Lessee

1. GRANTING CLAUSE. For and in consideration of the amounts stated below and of the covenants and agreements to be paid, kept
mwwmum.nmarumwmmmmdhu.wm,a—-ml-uunnl.-u-.
the sole and only purpose of prospedting and drilling for and producing oll and gas, laying pipe lines, building tanks, storing o and building
mmt—nmmm.nm.m.mmu.mwmmmdum.mm
situated in _Reeves County, State of Texas, to-wit

;lti

E/2 of NW/4 of Section 30, Biock 58, Public School Lands Survey

containing 80 acres, more or less. The bonus consideration paid for this lease is as follows

To the State of Texas: Seven hundred fity dollars and 00/100
Dolars (575000 )

To the owner of the soit: Seven hundred fifty dollars and 00/100
Doltars ($750.00 )

Total bonus consideration: One thousand, five hundred dollars and 00/100

Dollars ($1,500.00 )
The total bonus consideration paid represents a bonus of ____ One hundred fifty
Dollars ($15000 ) peracre, on 10 net acres

2. TERM. Subjed to the other provisions in this lease, this lease shall be for a term of Four (4) 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)

-] d out of pock rational for the six months last past.
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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, |

uniess on of anniversary date Lessee shall pay of tender jo the owner of the soil or to his credit in the
A Bk ar- /. TX 7815
or its successors (which shall continue as the depository of s in the ownership of sdid land), the amount specified below, in addition,

Lessee shall pay or tender to the COMMISSIONER OF THE GENERAL OFFICE OF THE STATE OF TEXAS, AT AUSTIN, TEXAS, a like sum on
o 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 soll: Five dollars and 00/100
Dollars (3500 )
To the State of Texas: Five dollars and 00/100
Dollars ($5.00 J
Total Detay Rental: Ten doliars and 00/100
Dollars ($10.00 )
In @ ke manner and upon like payments or tenders annually, the commencement of a well may be further deferred for successive panods of one (1)
year each during the primary term. All payments or tanders of rental 1o the owner of the soll may be made by check of 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) should
cease 1o exist, suspend business, liquidate, fail or be succeeded by another bank, or for any reason fail or refuse to accept rental, Lessee shall not be

heild in default for fallure to make such payments or tenders of rental until thirty (30) days after the owner of the soill shall deliver (0 Lesses a proper
recordable instrument naming another bank as agent to receive such payments of lenders.

i

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

e me— e e e S — S ——— R — o e -wr—a—r—"]

owner of the soil.
(A) OIL. Royalty payable on oil, which is defined as including all hydrocarbons produced i a liquid form at the mouth of the well and also as
all , and other liquid hydrocarbons recoverad from oll or gas run through @ separator or other equipment, as hereinafter provided,
| o shaiibe part of the gross production or the market value therwol. at the option of the owner of the soil or the Comrmissioner of the General
L\ Land Office value to be determined by 1) the highest posted price, plus premum, i any, offered or paid for oil, condensate, dstillate. or other liquid
l ,)hmm.mm.oummmmmhmmmmmmm.aanmmmwmnu
| ,tﬁr‘.\.pchnﬂ\owmmm-dﬁunm.u!)hmumﬂdhmw.muhw,L—uwmﬂlﬂu‘

any gas produced from the leasad premises is sold, used or processed in a plant, it will be run free of cost 1o 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 equipment may be waived, in writing, by the royalty owners upon
such terms and conditions as they prescribe.

L.

/

(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 as provided herein with respect to gas processed in a plant for
the extraction of gasoline, liquid hydrocarbons or other products) shall be part of the gross production of the market value thereof, at the
option of the owner of the soil or the Commissioner of the Genersl Land such value 10 be based on the highest market price paid or offered for

gas of comparable quality in the genaral arsa where produced and when run, or the gross price paid or offered to the producer, whichever is the greater,

| provided that the maximum pressure base in measuring the gas under this lease shall not at any time exceed 14.65 pounds per square inch absolute,
and the standard base temperature shall be sixty (60) degrees Fahrenhelt, correction to be made for pressure according to Boyle's Law, and for specific

gravity according to tests made Balance Method or by the most approved method of testing being used by the industry at the time of testing.

(C) PROCESSED . Royalty on any gas processed in a gasoline plant or other plant for the recovery of gasoline or other liquid
i hydrocarbons shall be part of the residue gas and the liquid hydrocarbons extracted or the market value thereof, at the option of the owner
i 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 to gas produced from this lease, and on fifty percent (S0%), 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 iquid hydrocarbons are
e o 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
$ e, hydrocarbons shall be fifty percent (50%) or tha highest percent accruing to a third party processing gas through such plant under a processing
‘e s agreement negotiated at arm's kength (or if there i no such third party, the highest percent then baing specfied in PIOCESSING agreements Of CONracts N
LT the industry), whichever is the greater. The respective royalties on residue gas and on liquid hydrocarbons shall be determined by 1) the highest market
....P price paid or offered for any gas (or liquid hydrocarbons) of comparable quality in the general area, or 2) the gross prica paid or offered for such residue
8 pas (or the weighted average gross selling pnce for the respective grades of liquid hydrocarbons), whichever s 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. Yf

(D) OTHER PRODUCTS. Royalty on carbon black, sulphur or any other products produced or manufactured from gas ( Iquid
hydrocarbons) whether said gas be “casinghead,” “dry,” or any other gas, by fractionating, buming or any other processing shall be part of
! the gross production of such products, 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 s

. produced, of 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
foyalties paid under this lease in no event shall be kess 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 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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. 8. ROYALTY IN KIND. Notwithstanding any other provision in this lease. at any time or from time to time, the owner of the soil or the
. ‘Commissioner of the General Land Office may, at the option of either, upon not less than sidy (60) days notice to the hoider of the lease, requine that the
payment of any royalties accruing to such royalty owner under this lease be made in kind. The owner of the soil's or the Commissioner of the General
Land Office’s right to take its royalty in kind shall not diminish or negate the owner of the soil's or the Commissioner of the General Land Office’s rights
or Lesses's obligations, whether express of implied, under this leasa.
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 ggsiiiiigigsﬁﬁd?;‘!ﬂ
other products hereunder ready for sale or use Lessee agrees lo compute and pay royalties on the gross value received. induding 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
usad to process gas produced hereunder in any processing plant. Notwithstanding any other provision of this lease, and subject to the written consant of
the owner of the soil and the Commiasioner of the General Land Office, Lessee may recycle gas for gas it purposes on the eased premises or for
Injection into any oil or gas producing formation undertying the leased premises after the liquid hydrocarbons contained in the gas have been removed,
no royaities shall be payable on the recycled gas until t is produced and sold or used by Lessee in & manner which entities the royalty owners to a
royalty under this lease
9. ROYALTY PAYMENTS AND REPORTS. All royalties not taken in kind shall be paid to the Commissioner of the General Land Office at
Austin, Texas, in the following manner:
Payment of royalty on production of ol and gas shail be as provided in the rules set forth in the Texas Ragister. Rules cumently provide that royalty on oil
is due and must be received in the General Land Office on or before the 5th day of the second month sucoseding the month of production, and royalty
on gas is due and must be received in the General Land Office on or before the 15th day of the second month succeeding the month of production,
sccompanied by the affidavit of the owner, manager of other authorized agent, compieted 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, together with a copy of all documents,
records of reports confirming the gross production, disposition and market value inchuding gas meter readings, pipeline recepts. 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 of 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 Lesses herein must be filed in the General Land Office. Each royalty payment shall be accompanied by & 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 Lesses owes a penalty of 5% on the royalty or $25.00, whichever s
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 a penalty, royalties shall accrue interest at a rate of 12% per year, such interest will begin to accrue when the royalty is sody (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 adrmunistrative ruie
which is effective on the date when the affidavits or supporting documents were due. The Lessee shall bear all responsibility for paying ﬂ_l.o
royalties to be paid as prescribed by the due date provided herein. Payment of the delinquency penaity shall in no way operate to prohibit the State
right of forfeiture as provided by law nor act to postpone the date on which royalties were onginally due. The above penalty provisions shall not apply in
cases of titke dspute as to 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 oil and gas reserves undertying this lease or allocable to this lease and shall furnish said Commissioner with copies of
all contracts under which gas is sold or processed and all subsaequent agreements and amendments to such contracts within thity (30) days after
entenng into of 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 authorzed by Lessee All other contracts and records pertaining to the production,
transportation, sake and marketing of the oil and gas produced on said premises, including the books and accounts, recepts and discharges of all wells, _
tanks, pools, meters, and pipelines shall at all imes be subject to inspection and examination by the Commissioner of the General Land Office, the
Attormney Ganeral, the Govemor, o the represantative of any of tham
(B) PERMITS, DRILLING RECORDS. Written notice of all operations on this lease shall be submitted to the Commissioner of the Ganeral
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 writlen notice to the General Land Office shall include copwes of Ralroad 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 of 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” i the tithe Additionally. in accordance with Railroad Commssion
fules, any signage on the leased premises for the purpose of identifying wells tank battenes or other assocated mmprovements to the land must also ‘
include the word “Stale * 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 requested by the General Land Office, in addition 1o those heren
expressly provided for. Lessee shall have an electrical and/or radicactivity survey made on the bore-hole section, from the base of the surface casing to *
the total depth of well, of all wells drilled on the above described premises and shall transmit a true copy of the log of each survey on each well to the
General Land Office within fifteen (15) days after the making of said survey |
(C) PENALTIES. Lessee shall ncur a penalty whenever reports, documents of other maternats are nol filsd in the General Land Office when _
due. The penalty for late filing shall be set by the General Land Office administrative rule which is effective on the date when the materials were due in
the General Land Office
11. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, during the primary term hemsof and prior to discovery and
production of oll or gas on said land, Lesses should drill a dry hole or holes thereon, or if during the primary term hereofl and after the discovery and
actual production of oil or gas from the leased premises such production thereof should cease from any cause, this lease shall not terminate f on or _
before the expiration of sbdy (60) days from date of completion of said dry hole or cessation of pe Lesses cor additional drilling or
rking operations th of pays of tanders the next annual delay rental in the same manner as provided in this lease. If, during the last year of the ‘
primary temm or within sbdy (60) days prior thereto, a dry hole be completed and abandoned, or the production of ol or gas shoukd 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 w
production in paying quantties at the expwation of the primary tlerm Lessee may maintain this lease by conducting additional driling or reworking
[ |
w |
m |
i
i
mr R v e
and Correct

‘.03 of
u nal filed In
A\ Beaves County
EUTES (F:xm Office




B0k bYUrE 984

[}

N

mmmunwu.muwdnmm-umdmummmu Should the first

'-uamw-lmannmmwum--muwon-umhmmw.u-m

r-um-wdhmwhhmmummmummWMﬂmnwdmm
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. W at the
wdhmmwmmmamuupd-b_emhwmw"\nun—hhm
with the shut-in provisions hereof.

12. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. If, af the expiration of the primary term, neither ol nor gas is being
produced on said land, but Lessee is then engaged in drilling or reworking operations therson, this lease shall remain in force 80 long as operations on
MﬁuhaﬁmmdmmﬂthmwmhMWMMMM
than sixty (60) days during any one such operation, and i they resull in the production of oil and/or gas, 5o long thereafier as ol and/or gas & 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 of gas from the leased
premises, after once obtained, should cease from any cause, this lease shall not terminate I Lesses commences additional drilling of
mmmm)m*mm.wu—nmmnummmu»w-mmmnm
faith and in workunaniike manner without interruptions totaling more than saty (60) days. M such driling of 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 & produced from the leased premises in paying quantities of payment
of shutn oil or gas well royaities or payment of compensatory royalties is made as provided herein of as provided by law. If the driling or reworking
operations resull in the completion of a well as a dry hole, the lease will not terminate  the Leosses commences additional driling of reworking
operations within sbdy (60) days after the completion of the well as & dry hole, and this lease shall remain in effect so long as Lessee continues drilling or
reworking operations in good faith and in a workmaniike manner without interruptions totaling more than sbdy (60) days. 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 “weil” means any well that has been assigned a well number by the state agency
having jurisdiction over the production of oll 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, 8 well capabie of producing ol or gas in paying quantities is located on the leased premises, but oif or gas s nol being
producad for lack of sultable production facilities or lack of & sutabls market, then Lesses may pay as & shut-in oil or gas royalty an amount squal 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 be effective, each intial shut-in ol or gas royalty must be paid on or before: (1) the expiration of the primary tem, (2) 60 days after
the Lessee ceases 1o produce ol or gas from the leasad premises, of (3) 60 days after Lessee complates a drilling o 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 shutin oil or gas royalty is paid, the lease shall be considered 1o be a producing lease and the payment shall
extend the tenm of the lease for a penod of one year from the end of the prmary temm, or from the first day of the month following the month in which
production ceased, and, after that, i no sultable production facilities or sultable market for the ol or gas edsts, Lesses may axtend the leass for four
more successive periads of one (1) year by paying the same amount each year on of 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 ofl or gas royalty, od or gas s
soid and delivered in paying quantties from a well located within one thousand (1,000) feet of the leased premises and completed in the same produaing
reservoir, of in any case in which drainage is oocurming, 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 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 compieted in the same reservos and within one thousand (1.000) feet of the eased premmes The compensatory
royalty is to be paid monthly, one-half (1/2) to the Commissioner of the General Land Office and one-half (1/2) to the owner of the soll, 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 compieted in the
same producing reservolr and located within one thousand (1,000) feet of the leased premses. 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 1o 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 obhgation to dnll offset wells as provaded .
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 offsat wells :

16. RETAINED ACREAGE. Notwithstanding any provision of this lease to the contrary, after 8 well producing or capable of producing oll of
gas has been compieted on the leased premises, Lessee shall exercse the diligence of a reasonably prudent operator in driling such additional well or
wells as may be reasonably necessary for the proper developmant of the leased premises and in maneting the production themon.

(A) VERTICAL. In the avent 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 surmounding 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 ol or gas well as provided in Paragraph 14 hereof), or 8 well
upon which Lesses is then engaged in continuous drilling or 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 Raillroad Commission of Texas, or any successor
agency, or other govemmental authority having junisdiction. If at any time after the effective date of the partial termination provisions hemsof, the
applicable field rules are changed or the weil or wells located thereon am reclassified so that less acreage is thereafter allocated to said well or wells for
production purposes, this lease shall thereupon terminate as to all acreage not thereafier allocated 10 said well or wells for production purposes.

the termination of this lease as to a portion of the lands covered hereby, Lessee shall nevertheless continue to hawve the right of ingress
to and egress from the lands still subject 1o this lease for all purposes described in Pamagraph | hereof, together with easements and rights-of-way for
axisting roads, existing pipelines and other existing facilities on, over and across all the lands described in Paragraph 1 hereo! (“the retained lands”), for
access to and from the retained lands and for the gathering o transportation of oil, gas and other minerals produced from the retained lands.
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designation shall be binding upon Lessee for all purposes
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of the Ci joner of the G I Land Office and with his written approval may the payment of compensatory royalty under applicable statutory
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in the absence of such drilling or reworking operations or production of ol or gas.

19. WARRANTY CLAUSE. The owner of the soll warmants and agrees to defend title to the leased premises. If the owner of the soil defaults
inwo\monm-mm.mmmmwmaumdnmhhmmmmwm,
taxes or other kens 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. I the owner of the soil owns less than the entire undivided surface estate in the above
mm.Mumw‘-m-mw.mnmmmmmnumummdmuw
NMDMH“MMMMMH“Mmelﬂhmﬂ-wwmmbhﬂb
the Commissioner of the General Land Office of the State of Texas shall be likewise proportionately reduced. However, before Lessee adjusts the
muwmnmmumWmmu.u-nummmmmmnnmdh
General Land Office a written statement which explains the discrepancy between the interest purportedly leased under this lease and the actual interest
mwmmdnmmmdmwmmmuﬁumdmmmmumm
m-rumwnh-.uummmmum»mmmm,mmmu
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. i, during the primary term, a portion of the land covered by this lease is included within the boundaries
oumwmmmmwhmmmmumahmmmmmmmm
52.151-52.154, or if, at any time after the expiration of the primary term of the extended term, this lease covers a lesser number of acres than the total
amount described herain, payments that are made on a per acre basis h der shall be reduced according to the number of acres pooled, released,
surrendered, or otherwise severed, so that payments determined on & 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 @ 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 rght to use water produced on said land necessary for operations under this lease excepl 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 imigation purposes
for waterflood operations without the pnior consent of the owner of the soll

22. AUTHORIZED DAMAGES. Lessee shall pay the owner of the soll for d
improvements, livestock and crops on said land

g d by its op o all p | property,

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 of bam now on said premises without
the written consent of the owner of the soil.
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25. POLLUTION. In developing this area, Lessee shall use the highest degree of care and all proper safeguards 10 prevent poliution. Without
limiting the foregoing, poliution of coastal wetlands, natural waterways, rivers and impounded water shall be prevented by the use of containment
facilties sufficient to prevent spillage, seepage or ground walter contamination. In the event of poliution, Lessee shall use all means at its disposal lo
recapture all escaped hydrocarbons or other pollutant and shall be responsible for all damage o public and private properties. Lessee shall bulld and
mantain fences around its slush, sump, and drainage pits and tank baftenes SO as o protect livesiock agains! loss, damage Of inyury. and upon
' P or ab of any well or wells, Lessee shall fill and level all stush pits and cellars and completely clean up the drilling site of all rubbish
thereon. Lesses shall, while conducting operations on the leased premises, keep said premises free of all rubbish, cans, botties, paper cups or garbage,
and upon completion of operations shall restore the surface of the land 10 as near its oniginal condition and contours as is practicable Tanks and
squipment will be kep! 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 Lesses on the leased premises, including the right 1o draw and remove casing, within one hundred twenty (120) days afier the expiration or the
larmination 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
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 1o the Commissioner of the General Land Office and to the owner of the soil.

—llatins, or casing which e Aslemely-femoved by Lesses underthe lomme-ol-this-paregreph: <o Ekrt®iT "g#

27, (A) ASSIGNMENTS. Under the conditions contained in this paragraph and Paragraph 20 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 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 effectiveness of any
act parformed by Lesses. And no change or division in ownership of the land, rentals, or royaities shall bind Lessee for any purpose until thirty (30) days
after the owner of the soll (or his heirs, devisees, legal representatives or assigns) fumishaes the Lessee with satisfactory written evidence of the change
in ownership, including the orginal recorded muniments of tite (or 8 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 1o 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 1o 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 1o all rights and be subject to all obligations, labilities, and penaities owed to the State by the
onginal lessee of 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
A 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 were made 1o the owner of the soll if the
i assignes s
\ (1) a nominee of the owner of the soil;

(2) a comporation or subsidiary in which the owner of the soll is a principal stockholder or is an employes of such a corporation of subsidiary.
i (3) & partnership in which the owner of the soll is a partner or is an employee of such a parinership;
\ (4) & principal stockholder or empiloyee of the corporation which is the owner of the soll,

(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, rustee, executor, administrator, receiver, or conservator for the
! owner of the soll; or
(7) & tamily member of the owner of the soil or related 10 the owner of the soll by mamage, blood, or adoption.

\ 28. RELEASES. Under the conditions contained in this paragraph and Paragraph 29, Lessee may at any time exscute 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
o such portion or portions, and be relieved of all subsequent obligations as o 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 sumendered acreage bears 10 the acreage which was covered by this lease
| immediately prior 1o such surrender. however, such release will not relleve Lessee of any labilittes which may have accrued under this lease prior 10 the
1 surrender of such acreage.

29. FILING OF ASSIGNMENTS AND RELEASES. If all o any part of this lease Is assigned or released, such assignment of releass mus! 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

i 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. If any such assignment is not so filed, the rights acquired under this lease shall be subject 1o forfeiture at the option of the
: .'f. Commissioner of the General Land Office.

....l 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 rue consideration 1o be paid for the execution of this lease and the rights and duties of the parties. Any collateral
agreements conceming 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 soll owes the State a fidudary duty and must fully disclose any facts affecting the State's interest in
| the leased premises. When the interests of the owner of the soil conflict with those of the State, the owner of the soil is obligated to put the State's
| interests before his personal interests.

32. FORFEITURE. If Lessee shall fail or refuse to make the payment of any sum within thirty days after it becomes due, or if Lesses or an
authorized agent should knowingly make any false retum or false report conceming production or drilling, or If Lessee shall fail or refuse to drill any
oe o offset well 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
. g ‘. should fall to file reports in the manner required by law or fail to comply with rules and regulations p igated by the General Land Office, the School
. . Land Board, or the Rallroad Commission, or If Lessee should refuse the proper authority access to the records partaining 1o operations, or If Lesses or
an authorized agent should knowingly fail or refuse 1o give cormect information 1o the proper authority, or knowingly fall or refuse 1o fumish the General
Land Office a cormect 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 to forfeiture by the

s ..
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subject to lease under the terms of the Relinquishment Act. However, nothing herein shall be construed as walving the automatic temmination of this
lease by operation of law or by mason of any special limitation arising hersunder. Forfeitures may be set aside and this lease and all ights thereunder
reinstated before the rights of another intervene upon satisfactory evidence to the Commssioner 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 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 len, 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, whather such proceeds are hekd by Lesses or by a third party, and all fodures on and improvements to the
leased premises used in connection with the production or processing of such leased minerals in order to secure the payment of all royalties or other
amounts due or 10 become due under this lease and 10 secure payment of any damages or loss that Lessor may suffer by reason of Lessee's breach of
any covenant or condition of this lease, whether axpress or implied. This len and security interest may be foreciosed with of without court proceedings in
the manner provided in the Title 1, Chap 9 of the Texas Business and Commerce Code Lessee agrees that the Cormy may require Lessee to
execute and record such instruments as may be reasonably necessary 10 acknowledge, attach of perfect this en Lessee hereby represents that there
are no prior of supenor bens arising from and relating to Lessee's activities upon the above-described property of from Lessee's acquisibon of this lease
Should the Commissioner at any time determine that this representation is not true, then the Commissioner may deciare this lease forfeited as provided
herein

34. POOLING. Lesses is hereby granted the night to pool or unitize the royalty interest of the owner of the soil under this lease with any other
leasshokd 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 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
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, pariners.
agents, contractors, subcontracton, guests, invitees, and their respective successors and assigns, of and from all and any actions and causes of action
dmymu.orum-hnn.MWM.MMdehMM.mwwndh—-m
m—m-mwmmum,-mm,mwmud.muo.umm.um
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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 Ag: i, or an interest therein, agrees 1o be lable for, exonerate, indemnify, defend and
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BE SOLE, JOINT, CONCURRENT, ACTIVE, OR PASSIVE. .
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statutes, the statutes will prevail over any nonconforming lease Provisions
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n the General Land Office of the State of Texas mummmmwudnmmmm.nmm
of this lease shall be the date found on Page 1.
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accompany such certified copy 1o the General Land Office.

?ﬁﬂﬁﬁéﬁ;/~

President . H
Y/ [ PO
e

STATE OF TEXAS

ay:

of Texas Individuaily and as agent for the State of Texas

afelo?

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:

—— W Iz awTLE
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(CORPORATION ACKNOWLEDGMENT)

Praau Mauck
EJ 7 fF

STATEOF ¢ X A5
COUNTY OF [Carnes
BEFORE ME, the undersigned authority, on this day personaily appeared

mumbmurmm“nmnumm-
enedy - lexas and acknowledged to me that he
executed the same for the and ideration therein exp d. in the capacity stated, and as the act and deed of said corporation

mwmmumummuﬁmd D@;Mbgr 2004
‘42/}%4‘ ﬁ' \7(.1-41/

Notary Pubiic inand for __ 0 - 22 - Loof
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STATE OF
COUNTY OF
mw,mwm.mmmmwm

m-nbm.uumMManmummmmnmmmmnmuu
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 _[€X08 (INDIVIDUAL ACKNOWLEDGMENT)

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

d &..ut.&'- W, H\)l‘ﬂ'

mbmhum-mmn-n-"?uwwhm acknowiedged to me that axecuted the same for the

mnmmw.rﬁu

dayol eCoyn DoV 00k Wity Lowpamy -

Notary Pubic in and for »JX 0.

STATE OF (INDIVIDUAL ACKNOWLEDGMENT)
COUNTY OF

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

mnmnunmmmnmunmmnwummmwn-uwu
and deration theren ad

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

Notary Public in and for

copy of

) Pedeo- Fhom, LLG

Cofoeidy stadel, 0nd 06 G Octa el of Sarel Limirtil

It 589
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EXHIBIT “A”

ATTACHED TO AND MADE PART OF THAT CERTAIN OIL AND GAS LEASE DATED November
1, 2004 BY AND BETWEEN THE STATE OF TEXAS, ACTING BY AND THROUGH ITS AGENT,
Peggy F. Mauch, AS LESSOR AND Petro-Hunt L.L.C., AS LESSEE

Rentals Payable on the third anniversary date of the lease for that period from November
1st, 2007 through November 1st, 2008 shall be as follows:

To the Owner of the Soil: Three hundred seventy-five and 00/100 Dollars

($375.00)

To the State of Texas: Three hundred seventy-five and 00/100 Dollars
($375.00)

Total Rental: Seven hundred fifty and 00/100 Dollars
($750.00)

Onallothaannivcmrydmofﬂxieuethebehyllmmlshnllbeplyablenset-omin
paragraph 3 above.
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EXHIBIT “B”
Attached and made a part of that certain Oil & Gas Lease dated November 1, 2004, by
and between Peggy F. Mauch, as Lessor and Petro-Hunt L.L.C., as Lessee, and covering
E/2 of NW/4 of Section 30, Block 58, Public School Lands Survey, Reeves County, TX.
The last sentence of Paragraph 26 has been struck, and shall be amended to read as
follows:
Lessee agrees to remove any and all machinery, fixtures, or casings and return land
as close to original condition as possible.
. "
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OR USE BF MWE 05000 ol r#0F(RT1 SECAUSE OF COLOR
08 RACE IS 1VALID AND UNERFORCLABLE UNDER FEDERAL

FILE ."_5_34._ -

FILED FOR RECORD ON THE ] ]TH DAY OF FEBRUARY A.D. 2005 2
DULY on DAY OF FEBRUARY A.D. 2005 1
BY: . DEPEUTY
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CERTIFIED TRUE AND CORRECT CQPY CERTIFICATE
STATE OF TEXAS

COUNTY OF REEVES

The above and foregomg is a full true and correct photographic copy of the
ariginal record now in my fawlul custody and possession, as th g &ﬂe i

ﬁled!re?ge in _}1'1.'; ﬂUbuj g:iords of myo %Flc?ellound in VOL!
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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.

AMENDMENT TO CHANGE ROYALTY OF OIL, GAS & MINERAL LEASE

STATE OF TEXAS §
§  KNOW ALL MEN BY THESE PRESENTS:

COUNTY OF REEVES  §

THAT WHEREAS, heretofore, under date of November 1, 2004, recorded in Volume
693 Page 581, in the Official Records of Reeves County, Texas. Peggy F. Mauch,
Acting as Agent for the State of Texas, 658 County Road 326, Kenedy, TX 78119 as
Lessor, did execute and deliver to Petro-Hunt, LLC., 1601 Elm Street, Suite 3400,
Dallas, Texas 75201 as Lessee, an Oil, Gas & Mineral Lease, covering the following
described land in(Reeves County)Texas, to-wit:

East-Half of the Northwest Quarter (E/2 NW/4) of Section 30, Block 58, PSL
Survey.

WHEREAS, it is the desire of all of the undersigned hereinafter referred to as
"Lessor” to correct the royalty paid to “Lessor” of said Oil, Gas & Mineral Lease.

NOW THEREFORE, in consideration of the premises and Ten Dollars ($10.00)
cash in hand paid by Lessee to Lessor, the receipt and sufficiency of which are hereby
acknowledged and confessed, we, the undersigned, as Lessor, do hereby agree with Lessee
that the royalty as set out in said Oil, Gas & Mineral Lease shall read % instead of /5"
royalty is hereby reformed and amended.

Lessor hereby in all things adopts, ratifies and confirms said Oil, Gas & Mineral
Lease, ns amended, and does hereby lease, demise and let all of the above described land
unto Owner, subject to and under the terms and provisions of said Oil, Gas & Mineral Lease,
as amended.

The provisions hercof shall extend to and be binding upon the heirs, legal
representatives and assigns of the parties hereto.

Signed this the 5*“4 day :@é‘(_uig‘?(_, 2007, but effective November 1, 2004.

mmdmﬂ Bv:Walter P. Roach "f;‘*ﬂ

Tite: ident
Date: - 7 G
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STATE OF TEXAS (CORPORATION ACKNOWLEDGMENT)

COUNTY OF DALLAS WDARAT RKeada
EFORE ME, the igned suthority, on this nalty appeared BrussdeHIT
B E, the undersigned asuthority, day personalty appeared \])&&r .

knownbumohbompomonwhoumm-Ilmwwmlmdmhsmuum
mdachmhdgedbawﬁmhnmhd&emixhpmpmmdwuiduﬂhnﬂaﬁnup«md.hﬂumhyued,md

of Petro-Hunt LLC
3 the act xnd deed of said corporation,
Given under my hand and scal of office this the st dqn)ﬂ&&hmv 205} \

CARLA TYRUM NRCSN E""‘%""M
mwc;f:ﬁﬁ'm'm' Notary Public in and for,
Seplember 22, 2008
(INDIVIDUAL ACKNOWLEDGMENT)
STATE OF _TEZAS P
COUNTY oF ___KARNES §

BEFORE ME, the undersigned authoxity, on this day personally appeaced Pegqy F, Maych

known fo me 1o be the persan whoss name (s subscribed to the foregoing instrumaents, md acknowledged 1o e that she
executed the same for the purposes and consideration therein exprossed.

Given under my hand and seal of office thisthe Bt dayor February 2007

Notary Public in and for.

fRMA R. LEAL -
A Notary Public, State of Texas
&7 My Commusion Exp. 04-22-2008
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ANY PROVISION HEREIN WHICH RESTRICTS THE
SALE, RENTAL, OA USE OF THE DESCRIBED REAL
PROPERTY BECAUSE CF COLOR OR RACE IS INVALID
AND UNENFORCEABLE UNDER FEDERAL LAW.

UL- N I
[ BRI Can

SIRAY CLEA A L YYS LI 0, T,

COMPARED

THE STATE OF TEXAS, }
COUNTY OF REEVES. }

1, herelry cerlify that this instrument with ks certiticatas of authenticity was FILED on the
date and et the time siamped bereon and was duly RECORDED in the OFFICIAL PUBLIC
RECORDS of Real Property of Reeves County, Texas, as indicated.

OPR _voL __ 757 pPace_ 251 DATE RECORDED 02/28/2007

DIANNE O. FLOREZ, COUNTY CLERK

REEVES COUNTY .
——
Br_m_ﬁlﬂlﬁ_ , Deputy
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Ganersl Land Office
Act Lease Form

Retinguishment
Revised, September 1997 Paid-Up
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Austin, Texas

OIL AND GAS LEASE

200§, between the State of Texas, acting

THIS AGREEMENT is made and entered into this_ 27th day of
by and through its agent,
| of 17 Highland. Ave.. Hanover. Pennsyivania 17331

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

of_1601 Eim Street. Suite 3400, Dallas. Texas 75201-7201 hereinafter calied Lesses.

(Give Permanent Address )

|

|{ 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 soll. hereby grants, leases and lets unto Lessee, for

1 the sole and only purposa of prospecting and drilling for and producing oll and gas, laying pipe lines, building tanks, storing oll and building power

| stations, telephone lines and other struct th to pe save, take care of, reat and transport said products of the leass, the
situated in Reeves County, State of Texas, to-wit

| EAST-HALF OF THE NORTHWEST QUARTER (E/2 NWi4) OF SECTION 30, BLOCK 58, PSL SURVEY

containing _B80 acres, more or less. The bonus considerstion paid for this lease is as follows

To the State of Texas: Three Thousand and No/100
Dollars ($3.000.00)

To the owner of the soil: Thiee Thousand and No/100
Dollars ($3.000.00)

——

Total bonus consideration: Six Thousand and No/100
Doflars ($6.000.00)

{ The total bonus consideration pakd represents a bonus of _Three Hundred and No/100
Dollers (330000 ) perscre.on20  nelacres

2. TERM. Subject lo the other provisions in this lease, this lease shall be for a term of _Thiee (3] youars from
this date (herein called “primary term”) and as long thereafier as oll and gas, or sither 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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d d out of pocket operational expanses for the six months last past.

3 DELAY RENTALS. Hormor me s oo o or e e - [y mrs e s or- e m e 4y e rorm- bty ae— -t
“uriessomor-before-suoh-armiversery-dete-tessec-shel-pay-or-tender-to-the-owner-of-the-sot-or-to-his-creditmthe This is a Paid Up Lease.
Bank, at
of its successors (which shall conti as the depository regardiess of changes in the ownership of said land), the amount specified below, m-addson—

oAb e e ]

mwmumuumumm:

To the owner of the soil: Tan and NO/100
Dollars (510,00 )
To the State of Texas: Ten and No/100
Dollars ($10.00 )
Total Delay Rental: Twenty and No/100
Dollars ($20.00 )

In a like manner and upon like payments or tenders annually, the commencement of a weall may be further defermed for succ periods of one (1)
yuu.dnummmmnw«muwumwdmwmhmwmumaﬂduuu.um
assignes of this lease, and may be deliversd on or before the rental paying date. If the bank designated in this paragraph (or its successor bank) should
cease to exist, suspend business, liquidate, fail or be succeeded by another bank, or for any reason fall or refuse to accept rental, Lessae shall not be
heid in default for failure to 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 recelve such payments or tenders.

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
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 oil or gas run through a separator or other [ i, as hereinafter provided,
shall be 1/4 _ part of the gross production or the market value thereof, at the option of the owner of the soll or the Commissioner of the General Land
om.mmnumwnnhwmmmumn.lm.Muwuu&m.m,wmw
M,W.dahwmmhhmmmmmﬂnm.uz)hw rkat price th f offered or
mhmwmmmmnunm.msjmmmduuhw.mm-hm,Lu-nagnumwm
any gas produced from the | d pramises is sold, used or processed in a plant, it will be run free of cost to the royalty owners through an adequate ol
Mwwdmw.ummlhﬂ-MnudhﬁMMMNpWMM
wulb-mm.mmmmwhmwuwumthm.hm.byhmlvmum
such terms and conditions as they prescribe.

(B) NON PROCESSED GAS. Royalty on any gas (including flared gas), which is defined as all hyd rbons and g us sub
not defined as oil in subparagraph (A) above, produced from any well on said land (except as provided herein with respect 1o gas procsssad 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 thereof, at 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
wdwﬁhwﬂyhﬂ-mmmmm-’mnﬂwhmmuﬂumﬁhh, ducer, whichever is the g 1
provided that the maximum pressure base in measuring the gas under this lsase shall not at any time d 14.65 pounds per sg inch absolute,
wmmmwmummjmrmmummmmwmmwm.muw&:
Mmﬂqummwumw«wummmummmwum-mmdm

(camocnsmm.Rmmmmmh-mmummmnmumummw
hydrocart shall be 1/4 part of the residue gas and the liquid hydrocarbons extracted or the market valus thereof, at the option of the owner
MWMGMWﬂhWWDﬁmMWMMMNMMmhmnlmﬂwmolﬂubmwm

agreamant negotiated at arm's length (or if there is no such third party, the highest parcent then being specified in processing agreemaents or contracts in
mh«m).m-um.mmmmnﬁ.pwmmmuumwnhmm
price paid or offered for any gas (or liquid hyd rbons) of ble quality in the genemi 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), which Is the g . In no event, however, shall
the royalties payable under this paragraph be less than the royalties which would have baen due had the gas not been processad

mpmm.mmmmmwmmmmum&mptmw
M)mwph'm."m,‘upr.ww.WWmmmuﬂh]ﬁ part of
the gross production of such products, or the market value thareof, at the option of the owner of the soil or the Commissaioner 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 |

ptoduo.d.uamhbﬂdhwmlﬁmdmmuhmwﬂmmmm-‘m:mhh
greater,

lmm&".m-wmmmwdhmmdﬂm.Imhhmhmmbywwudon,ﬂu
paid under this lease in no event shall be less than an amount squal to the total annual delay rental harein provided: otherwisa, there shall be
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
of royalties paid during the preceding year. if Paragraph 3 of this lease doss not specify a delay rental amount, then for the purposss of this
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paragraph, the delay rental amount shall be one dollar ($1.00) per acre. g

6. ROYALTY IN KIND. Notwithstanding any other provision in this leass, at any time or from time 10 time, the owner of the soll or 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
paymaent of any royalties accruing to such royalty owner under this lease be made in kind. The owner of the soil's or the Cor loner of the G
Land Office’s right to take its royalty in kind shall not diminish or negate the ownar of the soll's or the Commissioner of the General Land Offica’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 thosa paid in kind) shall be without deduction for
the cost of producing, gathering, storing, separating, treating, dehydrating, compressing, processing, porting, and othenwi king 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 it
for severance taxes and production related costs.

8. PLANT FUEL AND RECYCLED GAS. No royaity shall be payable on any gas as may rep nt this lease’s proportionate share of any fuel
used to process gas produced hareunder in any procassing plant. Notwithstanding any other provision of this lease, and subject to the written consant 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
injection into any oil or gas producing formation undartying 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 @ manner which antities the royalty owners 10 a
royalty under this lease.

9. ROYALTY PAYMENTS AND REPORTS. All royalties not taken in kind shall be paid to the Commissioner of tha 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 royaity on oll
Is due and must be received in the General Land Office on or before the 5th day of the second month succeeding the month of production, and royalty
on gas is due and must be received in the General Land Office on or before the 15th day of the second month succeeding the month of production,
accompanied by the affidavit of the owner, manager or other authorized agent, Iphet ‘hhmmmmwhwwm
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 meter readings, pipeline recaipts, gas line recaipts 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 8 manager or agent
to act for the Lessee herein must be filed in the General Land Office. Each royaity payment shall be accompanied by a check stub, schedule, summary
or other remittance advice showing by the assigned General Land Office lease number the amount of royalty being paid on each lease. If Lesses 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 panalty of 10% of the royalty due or $25.00 whichever is greater. in addition
to @ penalty, royalties shall accrue interest at a rate of 12% per year, such interest will begin lo accrue when the royalty is sixty (60) days overdue.
Affidavits and supporting documents which are not filed when due shall incur a penaity 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
royalties to be paid as prescribed by the due date provided herein. Payment of the delinquency penaity 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 litle dispute as to 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, Lesses shall annually fumish the Commissioner of the General Land Office
with its best possible estimate of oil and gas reserves this lease or allocable to this lease and shall fumish said C; 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 agreemaents when received by the General Land Office shall be
held in confidence by the General Land Office unless otherwise authorized by Lessee. All other contracts and records pertaining to the production,
transportation, sale and marketing of the oil and gas produced on said premises, including the books and accounts, recsipts 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 oparations on this lease shall be submitted to the Commissioner of the
General Land Office by Lesses or operalor 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 premisas and thal are submitied
to the Texas Rallroad Commission or any other govemmental 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 batteries or other associated improvements 1o the land
must also include the word *State " Lassee shall supply the General Land Offics with any ds, wda, reports, cuttings and cores, or

Mmhcxpmﬂypmﬂodfot.MMMmmWWWMMNMM.MWMMMW
minglnthnoulup\holnl.ollllnlhdrm.dmmmmWw-m&m:mWGMWMommmmnl
10 the General Land Office within fifteen (15) days after the making of said survey.

u:wﬁmmmmm.mmm.m«mmammmnwumm
when due. The panalty for late filing shall be sat by the General Land Office administrative rule which is sffective on the date when the materials were
due In 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, Lesses should drill a dry hole or holes thereon, or if during the primary term hereof and after the discovery and
lehnlptodudbnu!oilumeMWMMWMMMWM.Mmmmmlmu
wm-m-uphnonul-my(w)mmmdmmduuwhwmmummmmmmuumu
mmmw.mmummmmwnwnmmmmumhmm.u.dmmumum
primary tarm or within sixty (60) days prior thereto, a dry hole be completed and abandoned, of the production of oil or gas should ceasa for any cause,
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Louu'lﬂwrunanlr-mhhmmandlﬁ-dﬂhodmmunﬂhwkmdhmﬂm;wluauhnncnmmnd
production in paying quantities at the expiration of the primary term, Lessee may maintain this lease by conducting additional driling or reworking
mmmwpammon13.mmwdmmmnmmdmdwmmpw 13. Should the first
vnlmmwmmmhmmwuww-am-hwuguwlmmmwmw,Mmq
mm-mulh.mnnlWhhmmum“mamhmlmmmmwmdmtw)
days from the date of completion of such shut-in oll or gas well and upon the failure to make such payment, this leass shall ipso facto teminate. if al the
expiration of the primary term 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 hereof.

12. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. If, at the expiration of the primary term, neither oil nor gas Is being
pmdundmnldhnd.lmtMHMWHMQmmw.wMMWhhmeMWM
mmummumd-wmﬂm“pmhmmﬂhmhmnmmmmm
mlnlhﬂy(w)dnyldmmmumhopuuﬂon.wlmmulhunmmuolmUu.whmMuullmmwhpm
In paying quantities from sakd land, or payment of shut-in oil or gas well royalties or compensatory royalties is made as provided in this lease.

13. CESSATION, DRILLING, AND REWORKING. If, after the expiration of the primary term, production of oil or gas from the leased
pumbu.lfhfmolobtlm.lhwt:lmufmmnnyuuu.thhluumunﬂmmlmmmmlbnaldd&qwmnm
mmm(w)mwmm,-wmmmwhmmm-ﬁdhnw-mmmumw
hnhmmmnhmmmmwmhgmmmmum.HMMUWWMhmm
ofoﬂorgu,ﬂuhmnhaﬂmhhhﬂhmonndd-dhrwbmuoﬂorwhmmﬁmhbuodmh-ohpmqmmiummmm
ol'lmd-houofu-ulmhmmﬁdwmmmhhn”npm&dhuﬂnuupmwm.th-gmming
mmmmﬂnmuamu-mm.mmmmmlhmmmmmamm
oparations within sbxty (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
mmmhmmmh-mnummmmmmmmmm)am.uu..nugmmm
to the General Land Office within thirty (30) days of any cessation of production.

14.SHUT-JNROYA.LT!ES.Fupurpnuodﬂhm,‘w-rmmwmmmmm-mlnmrbyhuﬁw
hmpmumwmmmuouwwvu.-wmmmwdmmmd-mmmmmumm
mnlnuinodlnhfmlndom,lnlluubbolu’odudngdlwmhpammhbuhdonm-budmhu.muuwbmwm
pmdumhrlldcdwhbhprodudiml-dlliuufIndtdammmuu-mmulnhwholumemumnunlm
dmmmmmmmol--.bulnubumst.m-mummwdmmdup-mmmm,n
Paragraph 3 of this lease doas not specify a delay rental amount, then for the purp of this paragraph, the delay rental amount shall be ona dollar
(StOO)p«m.Tobom.omhlioluhm—hoﬂoro-myﬂymb-uldmorhdutmhwhmumumﬂym.mmdmlﬂu
thoanmhpmdumolorgllmmhmdm.wﬂ)MMnlMLmum-&HmmmwmmIn.cmtd-nu
with the lease provisions; whichaver date s latest Such paymant shall ba made one-half (1/2) to the Commissioner of the Ganeral 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 idered to be & producing lease and the payment shall
mmmunmu.mummrmhmuwmm,ammmmdmmmumam\hm
prwuuma-n-d.md,mmlmmmmummmwduw-ﬂm,mmmmmuw
mmmu‘mmmwmhmmﬂudtmmubduuhmhndummm.

'll.COHP‘ENSATORVROVALTIiS.W.Gudngthpuiodlﬂobmhhplhoﬂodbyplmdhlhul-hoﬂugnrwlly,oilmgllh
anMMhmmn&MMlﬂmmhmw(1.m)hddﬂnbuodmh-andmmpmdmmumopmdudm
murvolr,orlnlnyunhmu\drlhmbuoumm.lhl#ﬂbmﬂthmhmkﬂﬂnhbmbypqhohdﬂ-hoﬂmgnmﬂymnm.bm
m.llllllhllMIMMMMN\.MHMMNMHMNWMMDIHNLMMMMnhthM
lumhnmubyLn-llmnnmumu!orymhnmmmmnmmummmdwmmmnkmuﬂm
the drainage or which is completed in the same reservolr and within one thousand (1,000) feet of the leased premises. The compensatory
rwllyhmupwmomh!y.MIHE)WH\:WGNWWOﬂhmor-hllumhhmdhwﬂ.bqlmlmonu
bdmhhddwdhmonmblmﬁnmhhwﬂd\hwumhwmhwmn“«mtmhm
lmpmdudmw»dbcnhdm“mmmn.wmhddmmm.Hhmﬂwmﬂymhmﬂmthmrbd
I-lnamourlI-uthmmu-nnunllhm-mollorguw,mMmymmmmhmmM(smmm‘mmdm
12-monu|p|dod.wmmm«wmm‘mmwmhmmmﬂdm
nm.mammnmmummawmmhmbum-*amh
Tmmmmcmaz.1n;m.nhmamm,mmmcmw.mw.mw
of compensatory royalties can satisty the obligation to drill offsat wells.

mmmnenncnuoe.mmmmwmdmmbmm.m.mmmuwumww
wmwmmhmm.mu“nmdammwmmmmmu
walls as may be reasonably necessary for the proper developmant of the d premises and in marketing the production thereon

(A)Vmul_lnmmthhluuhhmwmmmmlhhmmdhmuwmlmm
mm-mnumh—um.Excmmwmmmumumumwdmmmmwmmm
lunoundlnguehp-\ulmdmhmwcm-mhﬂawﬂuWth 14 hareof), or & well
upon which Lesses is then engaged in tinuous drilling or rking operations, or (2) the number of acres included In a producing pooled unit
puuumtloTomMﬂmm52_151-62.154.uﬂ)mwuhunmmb-tdm-mnmhmhmm
pu:pou-m-WmummmmmumwmmuuWWdTm.uwm
-pom:y,mmmmmm.nummmmmmuhmhmwuw.mc
mmmmmuuuaauuMmmmm»mmmhmmmuuummumm
mmmmmwm-humwmmmmmauﬁmmmmw
Whmuum-h-mdhmmw.mmmmummmdm
mandqnumhmiﬂuqodhmhhmbrdmmhmiw.wmmbwmmyhr
mm,mmwm’-mmm.mmmummmbmhwm1hndmmmmmbr
access to and from the retained lands and for the gathering or transportation of oil, gas and other minerals produced from the retained lands.

(l)HOWTALhhmﬂb—-hhhuuﬂdhumﬂ)m“hmdﬁdhm«wml
Mmm.noulmuum1mumhmlmmmmmwhmmmmwm

e True and Correct
ﬂ 4 A .' '.'”Jp\l ‘_:{




. BOGK 757 pce 181

In Paragraph 16 (A) above, uniess on or before two (2) ysars after the primary or extended term Lesses pays an amount squal to one-half (1/2) of the
bonus originally paid as consideration for this lease (as specified on page 1 hereof). Iif such amount is paid, this lease shall be in force and effect as to
such deeper depths, and said lermination shall be delayed for an additional period of two (2) years and so long thereafter as ofl or gas is produced in
paying quantities from such deeper depths covered by this lease.

(C) IDENTIFICATION AND FILING. The surface acreage retsined hersunder as to sach well shall, as nearly as practical, be in the form of
a square with the well located in the center thersof, or such other shaps as may be approved by the Commissionsr of the Ganeral Land Office Within
thirty (30) days after partial termination of this lease as provided herein, Lessee shall execute and record & release of releases containing a satisfactory
legal description of the acreage and/or depths not retained hemeunder The recorded reiease, or a cerlified copy of same, shall be filed in the General
Office, accompanied by the filing fee prescribed by the General Land Office rules in effect on the date the release is filed If Lesses fails or refuses
expcute and record such release or releases within ninety (90) days afler being requesied 1o do so by the General Land Office, then the
at his sole discretion may designate by written instrument the acreage and/or depths to be released hereunder and record such
instrument at Lessee’s expense in the county or counties where the lease is located and in the official records of the General Land Office and such
designation shall be binding upon Lessee for all purposes.

17. OFFSET WELLS. Neither the bonus, delay rentals, nor royalties paid, of to be paid, under this isase shall relieve Lessee of his obligation

I

18. FORCE MAJEURE. If, sfler a good fatth effort, Lesses & prevented from complying with any express or impled covenant of this ease,
from conducting drilling operations on the leased premises, or from producing ol or gas from the isased by of war, rebeliion, nots,
strikes, acts of God, or any valid order, rule or regulation of government authortty, M“um mvwwwwmm
covenan! shall be suspended and Lessee shall not be lable for damages for failure o comply with such covenants;, additionally, this lease shall be
extended while Lessee is prevented, wmyum“mmmnmmumwmauumnw
premises However, nothing in this paragraph shall 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 of gas.

19. WARRANTY CLAUSE. The owner of the soll warrants and agrees to defend title 10 the leased pramises. If the owner of the soil defaults
in paymants owed on the mased premises, then Lesses may redesm the nghts of the owner of the soil in the leased premises by paying any morigage,
taxes of other llens on the leased premises. If Leasee makes paymants 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 ownar of the soil owns less than the entine undivided surface estate in the above
described land, whather or not Lesses's interest |s spacified herein, then the royalties and rental herein provided to be paid 1o the owner of the soil shall

royaity of rental due to the Commissioner of the General Land Office, Lesses or his authorized representative must submit to the Commissioner of the
General Land Office a written statement which axplains the discrepancy between the interes! purportedly eased under this lease and the actual interest
owned by the owner of the soill. The C Ler of the G | Land Office shall be paid the value of the whole production allocable 1o any undivided
Interest not covered by a lease, less the proportionate development and production cost allocable to such undivided interest. However, in no event shall
the Commissioner of the General Land Offica 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.

(8) REDUCTION OF PAYMENTS. If, during the primary term, a portion of the land covered by this mase 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 sccordance with Natural Resources Code Sections
52 151-52.154, or . at any time after the sxpirstion of the primary term or the extended term, this lease covers & lesser number of scres than the total
amount described herein, payments that are made on a per acre basis hereunder shall be reduced according to the number of acres pooled, released,
suirendered, of otherwise seversd, so thal payments delermined on 8 par 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 ease.

21. USE OF WATER. Lessee shall have the right to use water produced on saki land necessary for operations under this lease except water
from wells or tanks of the owner of the soll, provided, howsver, Lesses shall not use potable water or water suitable for ivestock or Irigation purposes
for waterflood operations without the prior consent of the owner of the soil

22. AUTHORIZED DAMAGES. Lessoe shall pay the owner of the soll for damages caused Dy its operstions to all personal property,
improvemaents, livestock and crops on said land.

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

24. WELL LOCATION LIMIT. No well shall be drilled naarer than two hundred (200) feel to any house or bam now on said premises without
the written consent of the owner of the soil
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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, pollution of coastal wetlands, natural waterways, rivers and impounded water shall be prevented by the use of containment
faciiities sufficient to pr t spillage, pag UMMW In the event of poliution, Lessee shall use all means at its disposal to
recapture all escaped hyd rb or othar p and shall be responsible for all damage to public and private proparties. Lesses shall bulld and
maintain fences around its slush, sump, and drainage pits and tank bafteres 80 as o protect ivestock against loss, damage or injury, and upon
completion or abandonment of any well or wells, Lessse shall fill and level all slush pits and cellars and completely cean up the drilling site of all rubbish
thareon. Lesses shall, while conducting oparations on the leased premises, keep sakd premises free of all rubbish, cans, botties, paper cups o 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
squipment will be kept painted and presentable.

26. REMOVAL OF EQUIPMENT, Subject to limitations In this paragraph, Lesses shall have the right to machinery and fi 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 Lasses an extension of this 120-day period. However, Lesses may not remove casing from
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 Commissk of the G | 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 Lessae under the terms of this paragraph.

27. (A) ASSIGNMENTS. Under the conditions contained in this paragraph and Paragraph 29 of this leasa, the rights and estates of sither
party lo this lsase may be assigned, in whole or in par, 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 royaities will not enlarge the obligations of
Lessee, diminish the rights, privileges and estates of Lessea, impair the effectivaness of any payment made by Lessee or impair the effectivenass of any
act performed by Lessees. And no change or division in ownarship of the land, rentals, or royalties shall bind Lessee for any purpose until thirty (30) days
after the ownar of the soil (or his heirs, devisees, legal represantatives of assigns) furmnishes the Lesses with satisfactory written evidence of the change
in ownership, including the original recorded muniments of titlke (or a certified copy of such original) when the ownership changed because of &
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 be apportioned
as batwean the several ratably, ding to the area of sach, and fallure by one or mors 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 fle 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 assignes shall succeed to all rights and be subject to all obligations, labilities, and penalties owed 1o 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 soll acquires this lease in whole or

In part by assignment without the prior written approval of the Commissioner of the General Land Offica, this lease is void as of the time of assignmant
and the agency power of the owner may ba forfeited by the Commissionar An assignmaent will be treated as if & were made to the ownaer of the soll if the
ansignee is

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

(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) & partnarship in which the owner of the soil is & partner or s an employse of such a partnership,

(4) a principal stockholder or employes of the corp 1 which is the owner of the soil,

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

(6) @ fiduciary for the owner of the soil; including but not limited to a guardian, trustes, executor, administrator, receiver, or conservator for the

owner of the soll; or

(7) @ famity mamber of the cwnar of the soil or related to the owner of the soil by marmiage, blood, or adoption.

28. RELEASES. um«mmmmhmuwmﬂwzﬂ mm-mtmm-mmmm

ownaer of the soil and place of record a release of releases covering any portion or porti of the k , and th y surmender this leass as
to such portion or portions, wumauwm-nwm ummuumummm
delay rental due under this lease shall ba reduced by the proportion that the age bears to the acreage which was covered by this lease

Immediately prior to such surrender, however, such release will not relleve Lesses of any liabilitles which may have accrued under this lease prior to the
surrender of such acreage.

29. FILING OF ASSIGNMENTS AND RELEASES. If all or any part of this lease is assigned or released, such assignment or releass mus! be
recorded in the county where the land is situated, and the recorded instrument, or a copy of the recorded instrument cartified 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
Commissioner of the General Land Office.

the above-described land have been Included in this instrument,
this lmase and the rights and duties of the parties. Any collateral
agreaments concaming the development of oll and gas from the leasad pramisas which are not contained in this lease rendar this leass invalid.

31. 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 leased premises. When the interests of the owner of the soll 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 Leasee shall fail or refuse lo make the payment of any sum within thirty days after it becomes due, or If Lessae or an
authorized agent should knowingly make any false return or false report concerning production or drilling, or if Lessee shall fall or refuse to drill any
offset well or wells in good faith as required by law and the rules and regulations adopted by the Commissioner of the Genaral Land Office, or if Lessee
should fail to file reports in the manner required by law or fail to comply with rules and regulations promulgated by the General Land Office, the School
Land Board, or the Railroad Commission, or If Lessee should refuse the proper authority access to the mecords pertaining to operations, or if Lessee or
an authorized agent should knowingly fail or refuse to give correct information to the proper suthority, or knowingly fail or refuse to fumnish the General
Land Office a cormect log of any well, or if Lesses shall knowingly violate any of the material provisions of this lease, or if this leass 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

True and Correct
copy ol
Original filed In
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Commissioner, and he shall forfait same when sufficlently 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 sel 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 hamto.

33. LIEN. In accordance 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 o 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 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, whather such p ds are held by Lessee or by a third party, and all fodures on and improvements to the
leased premises used in connection with the production or processing of such leased minerals in order to secure the payment of all royalties or other
amounts due or to become due under this lease and o secure payment of any damages or loss that Lessor may suffer by reason of Lessee's breach of
mymmmuonolmm.mwuw.mmmmmmmummummmmh
the manner provided in the Title 1, Chap. 9 of the Texas Business and Commarce Code. Lessea agrees that the Commissioner may require Lesses to
exacute and record such instruments as may be bh y to ach dge, attach or perfect this lien. Lesses hereby represents that there
mnopdorocMmMMwmmmnmmthMWMMlmdm-m
Should the Commissioner at any time determine that this representation is not true, then the Commissioner may declare this lease it as provided
herein.

34. POOLING. Lessee is hersby granted the right to pool or unitize the royalty intarest 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 aither 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 soll agrees that the inclusion of this provision in this lease salisfies the
axecution requirements stated in Texas Natural Resources Code 52152,

35. INDEMNITY. Lesses hereby releases and discharges the State of Texas and the owner of the soll, their officers, employees, parthers,
agents, contractors, subcontractors, guests, invitees, and their respective successors and assigns, of and from all and any actions and causes of action
of every nature, or other harm, including environmental harm, for which recovery of damages is sought, including, but not limited 1o, all losses and
expanses which are caused by the activities of Lesses, its officers, smployees, 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
Agreemant, or 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, employess and agents, their sUCCessSOrs o assigns, against any
and all claims, liabilities, losses, damages, actions, personal Injury (including death), costs and expenses, or other harm for which recovery of damages
Is sought, under any theory including tort, contract, or strict liability, including attomeys’ fees and other legal expenses, including those related to
environmaental hazards, on the leased premises or in any way related to Lessee's failure to comply with any and all environmental laws; those arising
from of 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
wﬂmdlfnbutdpumh-,mmmumnymdehmbylmnmdwdhmumdn\hmm
or any other act or omission of Lesses, its directors, officers, employees, pariners, ag ntractors, t s, guests, invitees, and their
respective successors and assigns. Each assignee of this Agreement, ulnhhminm.lamnmblmhr.am indemnity, defend and
muh-mmmsmdtmwhmumw.mm,m.mmmmmmmmhmm
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 degres of care and all reasonable safeguards lo prevent contamination or
poliution of any environmental medium, including soil, surface waters, groundwater, sediments, and surface or subsurface strata, ambient air or any
other environmaental medium in, on, or under, the leased premises, by any wasie, pollutant, or contaminant. Lesses shall not bring or permit to remain on
the leased premises any asbestos containing materials, sxplosives, loxic materials, of substances regulated as hazardous wastes, hazardous materials,
hazardous substances (as the term "Hazardous Substance” is defined in the Comprehensive Environmaental Response, Compensation and Liability Act
(CERCLA), 42 U.5.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 oll and gas exploration and developmaent operations and stored in the usual manner and quantities.
LESSEE'S VIOLATION OF THE FOREGOING PROMIBITION 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 52.171 through 52.180, commonly
as the Relinquish Act, and other applicable statutes and amendmaents thersto, and if any provision in this lease does not conform to these
statutes, the statutes will prevail over any nonconforming lease provisions.
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u.mmmou.mwwg—mmumwwwmuu-mumumnummm
mmwwmamm—ufﬂ.mmmmmmmuuummmm.umm
of this lease shall be the date found on Page 1.

ummwmmndmtmMmcumcm.ummuhadnmehhmam
MMhmmthudeu_ﬂmhw.“MMWMthhMM
om.mnnnunumm-mmdmmmummmmhmmmmmnmmm
General Land Office in accordance with Texas Natural Resources Code 52.183. Additionally, this lease shall not be binding upon the State unless it
mhwmmmwuwu—uﬂmﬂummmmmmmnwmuw
accompany such certified copy to the General Land Office.

LESSEE

ay. _Walter P. Roach W

Title: 5[,’:93 President
Date: 9" 2y / (4 7 \Aﬂ“
o

/

STATE OF STATE OF TEXAS
BY: ay:
R.Vi Sheffer

W7HTMWMdTM Individually and as agent for the State of Texas
Date: I' 23 /87 Date:
i
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:

— True and Correct
A NG copy of
(* =)«] Original filed in
5/ Reeves
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STATE OF (CORPORATION ACKNOWLEDGMENT)
COUNTY OF Eﬁ\: >

BEFORE ME. the undersigned authority, on this day personally app ‘5%% %%‘\&L\
known to ma to be the parson whose nama is subscribad to the foregoing instrumants as ) >
dM&.\h&L and acknowledged to me that he
exscuted 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 <\ _ M&&Tmﬂ
K e

CARLA BYRUM

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

- e "
purp and axpr "

Given under my hand and seal of office this the 2 5 day of Q’ﬁw&# , 2077 |
]
|

\
BEFORE ME. the undarsigned authority, on this day personally appeared R, Vance Shefler { .

[

|

NOTARIAL SEAL
JOSETTE C. FAHEY, Notary Public

My Commission Expires March 28, 2008
STATE OF (INDIVIDUAL ACKNOWLEDGMENT)
COUNTY OF

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

known to me 1o 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 ACKNOWLEDGMENT) }
COUNTY OF

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

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

purposes and consideration therein expressed.
Given under my hand and seal of office this the day of , 20
_ [
Notary Public in and for — [
- —
|
n
|
1
AOTY PROVISION HEREWN WHCH RESTRIETS THE SALE, NENTAL
O USE OF THE DESCRIBED REAL PROPERTY BECAUISE OF COLOR
FILE No. 822 : amnmnmmm
FILED FOR RECORD ON THE 23RD DAY OF  FEBRUARY A.D. 2007 2:58 P. X
DULY RECORDED 28TH  pay o¥ FEBRUARY A.D. 2007 2:00 P.

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

The abave and foregoing is & full, true and comec! photographic copy ot the
original record naw in my lawtul custody and possession, 88 the same is
Fledirecorded in the public records of my office, found invoL 757,
pAGE_17Z, THRU_185 OFFICIAL PUBLIC

DIANNE O, FLOREZ C UNTY CLERK
REEVES COUNTV,TE
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General Land Office
Act Lease Form

PAID UP L
Revised, Septamber 1997 = .
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Austin, Texas

OIL AND GAS LEASE

THIS AGREEMENT is made and entered into this_27th _ day of
by and through its agent,

. batween the State of Texas, acling

of 13518 Camino De Plgta. Corpus Chostl, Texas 78418
(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

hereinafier called Lessee
(Give Permanent Address)

1. GRANTING CLAUSE. For and in considaration of the amounts stated below and of the covenants and sgresments to be pakd, kept
performed by Lessee under this loase, the State of Texas acting by and through the owner of the soll, hereby grants, leases and lets unto Lessee,
the sole and only purpose of prospecting and drilling for and producing oil and gas, laying pipe lines, buikding tanks, storing oil and building
stations, telephone lines and other structures thereon, to produce, save, take care of, treat and transpon said products of the lease, the following
situated in _Reeves County, State of Texas, to-wit

g2

i

EAST-HALF OF THE NORTHWEST QUARTER (E/2 NWi4) OF SECTION 30, BLOCK 88, PSL SURVEY

containing _B0 acres, more or less. The bonus consideration paid for this lease is as follows

To the State of Texas: Fifleen Hundred and No/100
Qoflars ($1.500.00)

To the owner of the soil. Fifteen Hundred and No/100
Dollars ($1.500.00)

Total bonus consideration: Three Thousand and No/100
Rollars ($3.000.00)

The total bonus consideration paid represents a bonus of _ Three Hundred and No/100

Dollars ($30000 ) peracre,on))  netacres

2. TERM. Subject to the other provisions in this lease, this lease shall be for a term of _Thess (3) yoars 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 receipis from the sale or other authorized commercial use of the substanca(s)

—y
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o d out of pockel operational expenses for the six months las! past.

3. DELAY RENTALS |Lits il te cotinitiisimid o0 Hio 60000 - prommaen an e hetorme-one- 141 year from-thisate— - tem eyttt
Al i Ll L bbb iy ol Lt bl Gy Ui i 10 Ui swives Gl 40 600 06 1o bk wesibasbie TS 5 g Do U lease

Bank, at
or its successors (which shall continue as the depository regardiess of changes in the ownership of said land), the amount specified below-m-sddtien—

—ene-Hveacliomasaid date. Payments under this paragraph shall be in the following amounts

To the owner of the soil: Five and No/100

Dollars ($.5.00 )
To the State of Texas: Five and No/100

Dollars ($5.00 )
Total Delay Rentat: Ten and No/100

Dollars ($10.00 )

In a 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 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
mignuullhhlnn.nmuMMub‘mﬂnmmm,Hhmmhmm(uhmnn)m
cease to exist, suspend business, liquidate, fail or be succeeded by another bank, or for any reason fail or refuse to accept rental, Lassee shall not be
held in default for failure to 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 1o receive such payments or tenders.

4.mROYAL‘I‘HI.Upoﬂptodudhndoiuworw.mewmmumhhmmun)olhmm
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 oil or gas run through a separator of other equipment, as hereinafier provided,
shall be 1/4 __ part of the gross production or the market value thereof, 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 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 marke! price thersof offersd or
paid in the general area where produced and when run, or 3) the gross proceeds of the sale thereof, whichever is the greater, Lessee agrees that before
any gas produced from the 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 ba d. The requi that such gas be run through a separator or other equipment may be waived, in writing, by the royalty owners upon
such terms and conditions as they prescribe.

(B) NON PROCESSED GAS. Royalty on any gas (including flared gas), which Is defined as all hydrocarbons and g substances
num:olhmbpwwoh(ﬂu)-bm.MMWmeW(Mnmwmmmwmham
for the extraction of gasoline, liquid hydrocarbons or other products) shall be /4 part of the gross production or the marke! value thereof, at the
option of the owner of the soll or the Commissioner of the General Land Office, such value to be based on the highes! market price paid or offered for
gas of comparable quality in the general area where produced and when run, or the gross price paid or offered to the producer, whichever is the greater;
provided (hal 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 (80) degrees Fahrenhelt, correction to be made for pressure according to Boyle's Law, and for specific
gravity according to tests made by the Balance Method or by the most approved method of tasting 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 vaiue thereof, at the option of the owner
of the soil or the Commissioner of the General Land Office. All royalties due herein shall be based on one hundred percent (100%) of the lotal plant
production of residue gas attributable to gas produced from this lease, and on fifty percent (50%), or that parcent accruing to Lessee, whichever s the
greater, of the total plant production of liquid hydrocarbons attributable to the gas produced from this lease; provided thal If liquid 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
hydrourbomn\llboMypnurll{M}ammlwmumm-lhkdpmymuuhgwﬂwughwehpuﬂIund«lmum
agresment 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 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 (excepling liquid
hydrocarbons) whether said gas be “casinghead,” *dry,” or any other gas, by fractionating, burning or any other processing shall be 1/4 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 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 lease is maintained by production, the
royalties paid under this lease in no event shall be less than an amount equal to the total annual delay rental 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 (o the lotal annual rental less the
amount of royalties paid during the preceding year. If Paragraph 3 of this lease does nol specify a delay rental amount, then for the purposes of this

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

8. ROYALTY IN KIND. Notwithstanding any other provision in this lease, at any time or from time to time, the owner of thé soll or the
Comi of the General Land Office may, at the option of sither, upon not less than sixty (80) days notice to the holder of the leass, 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 Con L of the G
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, whether axp or implied, under this lease.

7. NO DEDUCTIONS. Lesses agrees that all royalties accruing under this lease (including those pakd in kind) shall be without deduction for
the cost of producing, gathering, storing, separating, treating, dehy g, compressing, p ing. transporting, and otharwise making the oil, gas and
other products hersunder ready for sale or use. Lesses agrees to compute and pay royalties on the gross value received, inciuding any reimbursamants
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 consant of
the owner of the soll and the Commissioner of the General Land Office, Lessae may recycle gas for gas it purposes on the leased pramises or for
Injection into any oil or gas producing formation undertying the leased premises after the liquid hydrocarbons contained in the gas have been removed,
no royalties shall be payable on the recycied gas until i is produced and sold or used by Lessee in & manner which entities the royalty owners (o a
royalty under this lease.

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

Payment of royalty on production of oil and gas shall be as provided in the rules set forth in the Texas Register. Rules currently provide that royalty on oil |
Is due and must be received in the General Land Office on or before the 5th day of the d month ding the month of production, and royalty |
on gas is due and must be received in the Genaral Land Office on or before the 15th day of the d month su ding the month of production, |
accompanied by the affidavit of the owner, manager or other authorized agent, completed in the form and manner prescribed by the General Land Office {
and showing the gross amount and disposition of all ol and gas produced and the market value of the oil and gas, together with a copy of all documents, |
records or reports confirming the gross production, disposition and market value including gas meter readings, pipeline receipts, gas line receipts and

other checks or mamoranda of amount produced and put into pipelines, tanks, or pools and gas lines or gas storage, and any other reports of records

which the General Land Office may require 1o verify the gross production, disposition and market value. In all cases the authority of @ 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 |
of 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 bafore 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 sccrue 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 @ penalty in an amount set by the General Land Office administrative rule |
which is effective on the date when the affidavits or supporting documents were due. The Lessee shall bear all responsibility for paying or causing
royalties to be paid as prescribed by the dus date provided harsin. Payment of the delinquancy penalty shall in no way operate to prohibil 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 titie dispute as to the Stata’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 ol and gas reserves underlying this lease or allocable to this lease and shall fumish said Commissioner with coples of
all contracts under which gas s sold or processed and all subsequent agreements and amendments to such contracts within thirty (30) days afler

entering into or making such contracts, agreements or amendments. Such contracts and agreer when ived by the G I Land Office shall ba
held in confidence by the General Land Office unless otherwise authorized by Lesses. All other contracts and records pertaining o the production,
transportation, sale and marketing of the oil and gas produced on said premises, including the books and ints, receipts and discharges of all wells,
tanks, pools, meters, and pipelines shall at all times be subject to inspection and examination by the C L of the G | Land Office, the

Attorney General, the Govemor, or the representative of any of them.

(B) PERMITS, DRILLING RECORDS, Written notice of all operations on this lease shall be submitind to the Commissioner of the
General Land Office by Lesses or operator five (5) days befors spud date, workover, re-antry, temporary 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 to drill. Copies of well
tests, completion reports and plugging reports shall be supplied 1o the General Land Office at the time they am filed with the Texas Railroad

Comr All appli 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 go tal agency shail include the word *State” in the title. Additionally, in accordance with Railroad
Commission rules, any signage on the d premises for the purp of identifying welis, tank batteries or other associated improvemaents 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 1o the operation of the above-described premises, which may be requested by the Ganeral Land Office, in addition to those
hlnhowuptovmdh.mmmmwmmmeNMMMNmﬂhm
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 each well
to the General Land Office within fifteen (15) days after the making of said survey.

i :c;mmu—-mm-mmmm«m«-uunmmmuwmm
mnnu-.mmuumwumwhmmmmmmuanmmmmuum
due in the General Land Office.

4 11, DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. I, during the primary term hersof and prior to discovery and
p-mdoiorg-onmmwmuammumw.wlmmmmmmma-mw
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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 resurmed
production in paying quantities at the expiration of the primary term, Lessee may maintain this lease by conducting additional drilling 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
wall or any subsaquant 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 tha expiration of sbdy (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
axpiration of the primary term or any tima thereafter a shut-in oil or gas well is located on the leased premises, payments 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 baing
produced on said land, but Lessee s then engaged In drilling or il L th , this lease shall remain in force so long as operations on

uklwlorlordﬂlnoormﬂlmdmmmm“mﬁﬂmmmhmmwmmm&mm
than sixty (60) days during any one such operation, and if they result in the production of oil and/or gas, so long thersafter as oil and/or gas is produced
In paying quantities from said land, or payment of shut-in oil or gas well royalties or compansatory royalties s 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
pramises, after once obtained, should cease from any cause, this lease shall not terminate i 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 sidy (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 hersin 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 f the Lesses commences additional drilling or reworking
operations within sixty (60) days after the completion of the well as a dry hole, and this lease shall remain in effect 50 long as Lessee continues drilling or

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. SHUTJIN ROYALTIES. For purp of this paragraph, “wall" any well that has been assigned a well number by the stale 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 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 Lessee may pay as @ shut-in oll or gas royalty an amount equal to
do:.bhlhllmunlwu'cvﬂ.dhhInu.mml-&lnﬂ.m.pubtnd\ﬂmlhhdwwudrqdug-hmmmll
Paragraph 3 of this lsase 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 or gas royalty must be paid on or before: (1) the expiration of the primary term, (2) 60 days after
the Lessee ceases 10 produce oil or gas from the leasad premises, or (3) B0 days after Lessee complates a drilling or reworking operation in accordance
with the lease provisions: whichever date is latest. Such paymant shall be made one-half (1/2) to the C. e 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 to be a producing lease and the payment shall
extand the term of the lease for a pariod 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 faciiities or suitable market for the oil or gas exists, Lasses may extend the lease for four
maore succesasive periods of one (1) year by paying the same amount sach year on or before the axpiration of sach shut-in year.

16. COMPENSATORY ROYALTIES. If, during the period the lease is kept in sffect 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 leasad premises and completed in the same producing
reservolr, or In any case in which drainage Is occurring, the right to continue to maintain the leasa by paying the shut-in oil or gas royalty shall ceasa, but
the lease shall remain effective for the remainder of the year for which the royalty has been paid. The Lessee may maintain the leasa for four more
successive years by Lessee paying compensatory royaity 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 compansatory
foyalty is to ba paid monthly, one-half (1/2) to the Commissioner of the General Land Office and one-half (1/2) to the ownaer of the soil, baginning 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 thal is completed in the
same producing reservoir and located within ona 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, Lessse 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 acorus penalty and interest in accordance with Paragraph 9 of this
lsase. None of these provisions will relieve Lesses of the obligation of reasonable developmaent nor the obligation to drill offset wells as provided in
memcmu.m:M,ammdmm.mmmcm-mw.nw
of compansatory royalties can satisfy the obligation to drill offset wells.

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

(A) VERTICAL. In the event this leasa is in force and effect two (2) years after the mxpiration date of the primary or extended term & shall
then terminate as to all of the leased premises, EXCEPT (1) 40 acres surrounding each oil well capable of producing in paying quantithes and 320 acres
surrounding each gas well capable of producing in paying quantities (including & 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 sach 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 fleld rules are changed or the well or wells located therson are reclassified so that less acreage is thersafter allocated to said well or wells for
production purposes, this lease shall thereupon terminate as to all acreage not thersafter allocated to sald well or wells for production purposes.
mnmumm-w.mummmw,mmmmwmmmdwm
1o and egress from the lands still subject to this lease for all puposes described in Paragraph 1 hereof, togethar with sasements and rights-of-way for
existing roads, existing pipelines and offier 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 terminate as to all depths below 100 feet below the total depth drilled (hersinafter “deepar depths”) in sach well located on acreage retained
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in Paragraph 18 (A) above, uniess on or before two (2) years after the primary or extended term Lassee pays an amount squal to one-half (1/2) of the
mm’pﬁ-mhﬁu(-mmw!Muﬂ.lwd\mwihmﬂ.mhm“hhmmﬁ_m-b
such deeper depths, and said termination 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 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
M(MMMWMdm_ﬁ-Wm Lessee shall axecute and record a release or releases containing a satisfactory
legal description of the acreage and/or depths not retained h der. The L or a certified copy of same, shall ba filed in the General
Land Office, accompanied by the filing fee prescribed by the General Land Office rules in effect on the date the releasae is filed. If Lessee fails or refuses
to execute and record such releass 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
instrument at Lessee's expense in the county or counties where the lease is localed and in the official records of the General Land Office and such
designation shall be binding upon Lesses for all purposes.

17. OFFSET WELLS. Neither the bonus, delay rentals, nor royalties paid, or 1o be paid, under this lease shall relieve Lessee 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 the facts may justify and shall use appropriate means and drill o @ depth necessary to prevent undue drainage of
oil and gas from the leased premises. In addition, if oil and/or gas should be produced in commercial quantities within 1,000 feet of the sased premises,
of 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 weil or welis or the
well or wells completed within 1,000 feet of the leased premises start producing in commercial quantities and shall prosacute such drilling with diligence.
Failure to satisfy the statutory offset obligation may subject this lease and the owner of the soil's agency rights 1o forfeiture. Only upon the detemnination
of the Commissioner of the General Land Office and with his written approval may the payment of compensatory royalty under applicable statutory
parameters satisfy the obligation to drill an offset well or wells required under this paragraph "v

18. FORCE MAJEURE. If, after & good faith effort, Lessee s prevented from complying with any exp or nt of this lease,
from conducting drilling operations on the leased premi tun“*‘“‘dwg-mtnb-ﬂmbymdumm
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

t shall be ipended 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 oll or gas from the leased
premises. However, nothing in this paragraph shall susg 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 wamants and agrees to defend title to the leased 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 soil in the leased premisas by paying any mortgage,
taxes of 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 to be paid to the owner of the soil shall
be paid to him in the proportion which his interest bears to the entire undivided surface estate and the royalties and rental herein provided to be paid to
the Commissioner of the General Land Office of the State of Texas shall be likewise proportionately reduced. H , before Lessee adjusts the
royalty or rental due to the C LY of the G | Land Office, m«mmmmmwumdm
General Land Office a written staternent which explains the discrepancy between the interest purportedly leased under this lease and the actual interest
muubyn-mdun-olmmummwmwumumawmm-mwmyw
interest not coverad by a lease, mmwmmmumnm clivich H , In no event shall
the Commissioner of the General Land Office receive as a royalty on the gross prod liocable lo the undivided not & d an amount less
than the value of one-sixteanth (1/16) of such gross production.

(8) 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 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, payments that are made on a per acre basis hereunder shall be reduced according to the number of acres pocled, released,
surrendered, or otherwise severed, so that payments determined on a per acre basis under the terms of this lease during the primary term shall be
calculated based upon the number of acres outside the boundaries of a pooled unit, or, if after the expiration of the primary term, the number of acres
actually retained and covered by this ease.

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

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

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

24. WELL LOCATION LIMIT. No wall shall be drilled nearer than two hundred (200) feet to any house or bam now on said premises without
1 the written consent of the owner of the soil.
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faciities sufficient to prevent spillage, seepage or ground water contamination. In the event of pollution, Lessee shall use all means at its disposal to
| ap all escaped hydrocart or other poliutant and shall be responsible for all damage to public and private properties. Lesses shall bulld and
mmmum.m.wwmmmm-u-bmmmmmwmmmm
phation or aband: ‘dnﬂyulawlh.wwlmmdm&wﬂﬁmumhMﬁdﬂm
m.mmmmmmmmm.wmmw-dum.m.mmmam‘
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 presentabile

26. REMOVAL OF EQUIPMENT. Subject to limitations in this parsgraph, Lesses shall have the right to emove machinary and fiadures placed
by Lessee on the leased premises, including the right to draw and ing. within one hundred twenty (120) days after the expiration or the A
mdﬂm“hmdhﬂMMMMdﬂimmM,Ll—-mmmmhom
wﬂwdmdwphmm.m.Lmnnwmmudmmﬂﬂmmmm
notice to the Commissi of the G 'MMm-ﬂhhmdh.ﬂ.dehﬂMMhmdlﬂyM‘m
fixtures, or casing which are not timely removed by Lessee under the terms of this paragraph
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s 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 {
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copy of such igr it in the G 'wmmumwmmmmmu—mmum‘ummmw
due under Paragraph 3. Every assignes shall succeed to all rights and be subject 1o all obligations, Rabilitles, and penalties owed to the State by the
original lesses or any prior assignee of the leass, including any liabilities to the State for unpaid roysities.

(B) ASSIGNMENT LIMITATION. Notwithstanding any provision in Paragraph 27(a), I the owner of the soll acquires this lease In whole or }
In part by assignment without the prior written app | of the C. z of the General Land Office, this lease is void as of the time of assignment
whwmdhmmuwwnWAMmﬂhw-llthhmdhuih
assignes is:
(1) a nominee of the owner of the soil;
(z:nmmumhﬁuhwummu-mmubmmdmnmww
(Jjnwhmhmdhdhnmuhmmdm-m.
(4) a principal stockholder or employes of the corporation which is the owner of the soil:
(5) a partner or employee in a partnarship which is the owner of the soil; 1
(&).mmhru-mdm-otmmmmuam.m.m.m.m.ammh 1
owner of the soil; or 1
m-mmdhmdhﬂumahhmdhnlww.hbad.wadqﬁon‘ |
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sumender of such acreage. |
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Commissioner of the General Land Office.

n.mmummnmmuumwmmmnum
Mhmunmmwhwummdhh—.-ﬁnmwmdnmu-‘mw
agreamants ning the developr nt of oil and gas from the leased premises which am not contained in this lease render this leass invalid

20. FILING OF ASSIGNMENTS AND RELEASES. If all or any part of this lease is assigned or rel d, such assig of ok must be

31.mmvww.m.muu-uuunmawmwmwmmmmuw--hmmm
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interests before his personal interests
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Commissioner, and he shall forfelt 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 hersunder. Forfeitures may be sel aside and this lease and all rights thereunder
reinstated before the rights of another intervene upon satisfactory evid to the C: 1881 of the General Land Office of future compliance with
the provisions of the law and of this leass 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 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 leass. By acceptance of
this lease, Lessee grants the State, in addition to the lien provided by Texas Natural Resources Code 52.138 and any other applicable statutory lien, an
express contractual lien on and securty interes! in all sased minerals in and extracted from the leased premises, all proceeds which may accrue to
Lessee from the sale of such leased minerals, whather such proceeds are held by Lessee or by a third party, and all fi on and impr its 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 1o bacoma 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 of condition of this lsase, whether express or implied. This len and security interest may be foreclosed with or without court proceedings in
the manner provided in the Titke 1, Chap. 8 of the Texas Business and Commerce Code. Lessee agrees that the Commissioner may require Lessee 1o
execute and record such instruments as may be reasonably necessary to acknowledge, attach or parfect this lien. Lessees hereby represents that there
are no prior or superior liens arising from and relating to Lessee's activities upon the above-described property or from Lessee’s acguisition of this lease.
Should the Commissioner at any time determine that this representation is not true, then the Commissi may declare this lease forfelted as provided
herein.

34, roouue.L—ubwwmmumwmnmm-udmmdmnummmmmm
leasehold or mineral interest for the exploration, d duction of oll or gas or sither of them upon the same terms as shall be approved
bythcSd'noolLlrdMW“WthWO@MNMNmmdNMthMMM
pursuant to Texas Natural Resources Code 52.151-52.154. The owner of the soil agrees that the inclusion of this provision in this ease salisfies 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 successors and assigns, of and from all and any actions and causes of action
of every nature, or other ham, hdudmminmmhlhm 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, employses, 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
Agreemant, or 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, amployees and agents, their successors or assigns, against any
and all claims, liabilities, losses, damages, actions, personal injury (including death), costs and expenses, or other ham for which recovery of damages
Is sought, under any theory including tort, contract, or strict liabliity, including attomeys’ fees and other legal expenses, including those related to
environmental hazards, on the leased premises or in any way related 10 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 arsing 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 Agresment
of 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 to be liable for, exonerate, indernnify, 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, employses, 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.

SMHMMMMMWMdHMHWMhMMM
poliution of any envi ital [ g soll, surface waters, groundwater, sediments, and surface or subsurface strata, amblent air or any
mmmnmum hum by any waste, MﬂMLﬂMMMMWbWu
the leased premises any asbestos containing materials, explosives, toxic malerials, or subst; lated as hazard hazardous matarials,
hazardous substances (as the term "Hazardous Substance” umumcammsmmm Compensation and Liability Act
(CERCLA), 42 U.5.C. Sections 9601, et seq.), or toxic substances under any federal, state, or local law or regulation ("Hazardous Materials®), except
ordinary products commonly used in connection with oil and gas exploration and development operations and stored in the usual manner and quantities.
LESSEE'S VIOLATION OF THE FOREGOING PROHIBITION SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND
LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST
ANY CLAIMS, DAMAGES, JUDGMENTS, PENALTIES, LIABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS' FEES AND COURT
COSTS) CAUSED BY OR ARISING OUT OF (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 1S 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 | d under the provisions of Texas Natural Resources Code 52.171 through 52.180, commonly
as the Relinquish .Mmmmmwmmmlmwhmmu—umum
statutes, the statutes will prevail over any f g lease p
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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 38 of this lease have been satisfied, the effective date
of this lease shall be the date found on Page 1

u.mmwmmn«nmumwmm.uu-mumummmmdw
anmmthummdhumhw,NW“WMthMWLﬂ
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
wmmhmmvmwmmu.m.m.mmumumqmnm-mu
recites the aciusl and true consideration pakd or promisad for execution of this leass. The due the State and the prescribed filing fee shall
accompany such certified copy to the General Land Office.

LESSEE

2 ;2 ~
py: Walter P. Roach f
Twe: Vice President M

Dats: '9,/'9/7/07

ol {Jneo-Naat— Ao

Donna Fay Vance Nase
Individually and as for Texas Individually and as agent for the State of Texas !
Date: 4 Date:
STATE OF TEXAS STATE OF TEXAS

BY:

Individually and as agent for the State of Texas

BY:

Individually and as agent for the State of Texas

Date: Date:

—_— True and Correct

i\
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STATE OF + 2 (CORPORATION ACKNOWLEQGMENT)
COUNTY OF
BEFORE ME, the undersigned authority, on this day personally appeared

known to me to be the person whose name Is subscribed to the foregoing inst
of and acknowledged to me that he
mhmmmmwmw.hll\cmnll-d.mdntho-dmddudo(uhwpommn.

Given under my hand and seal of gfficel this the day of 20 :

Notary Public in and for

STATE OF ; az/ f)_ (INDIVIDUAL ACKNOWLEDGMENT)
courvor_ JIULAES
BEFORE ME, the undersigned authority, on this day personally appeared Donna Fay Vance Nase

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

Given under my hand and seal of office this the day of A(C'l/’té*‘/ 20§

il e B B A o o s t ?:;’A»j%'

$ Notary Public in and for '7L-4——M-5

-

(INDIVIDUAL ACKNOWLEDGMENT)

mww‘bﬂ’

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

known to me to be the parsons whose names are subscribed (o the foregoing instrument, and acknowledged to me that they
purposes and consideration therein expressed.

Gmmmwmuﬂummnn_\ m\nf\&mvw\& 209,

CARLA BYRUM

Notary Public, State of Taxss
tmm:z.zm Suieng PN anil for
STATE OF (INDIVIDUAL ACKNOWLEDGMENT)

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

known to me 1o be the persons whose names ane subscribed to the foregoing instrument, and acknowledged o me that they executed the same for the
purposes and consideration therein axpressed.

Given under my hand and seal of office this the day of 20
Notary Public in and for
- e
—— - et e e - e
MY PHOMTSION MEREW WICH RESTRISIS THE SALE. NENIAL,
OR USE O TWE DESCRBED AEAL PROPERTY BECAUSE OF COLOR
prLE wo. 826 ;ulmummmu
" 28TH DAY OF FEBRUARY A.D. 2007 2:00 P. .
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CERTIFIED TRUE AND CORRECT COPY CERTIFICATE
STATE OF TEXAS
COUNTY OF REEVES

The above and foregoing is a ul, true and correct photographic copy of the
original record now in my lawhl custoy and possession, as the sam%is
ﬁIed!recoaed :'{‘ the pub!lﬁ ie&ords of my office, found in VOL. 57,
pAGE 215, THRU . OFFIC

TAL PUBLIC
RDS
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Relinquishment Act Leasa Form PAID-UP

R v R el PP I SR R
@“g State of m:exag

Austin, Texas

OIL AND GAS LEASE

THIS AGREEMENT is made and entered into this_27th day of

by and through its agent. George Finger Vance, Jr.. his sole and separate propery
of 2414 Twin Grove. Kingwood, Texas 77339

(Give Parmanent Address)
mwmmwuanhmqumy,wmuc

of_1601 Eim Street. Suite 3400, Dallas. Texas 75201-7201 flor calied Losses
(Give Permanent Address)

200§, between the State of Texas, acting

1.mm&mmnmummwmmduwmmnum.mw
mbymmum.hsu-urmmwmmmhmdhu.m-aym.b-nwmmm for
wmmmywmdmmmummwwp.mmu.ummmam
m.mmmmmm.um,m,mm«.mwmwmdhb—.n
situated in Reeves County, State of Texas, to-wit:

EAST-HALF OF THE NORTHWEST QUARTER (E/2 NWi4) OF SECTION 30, BLOCK 88, PSL SURVEY

containing _80 acres, more or less. The bonus consideration paid for this lease is as foliows:

To the State of Texas: Fifteen Hundred and No/100
Qollars ($1.500.00)

To the owner of the soll: Fifteen Hundred and No/100
Qollars ($1,500.00)

Total bonus consideration: Three Thousand and No/100

Dollars ($3.000.00)
The total bonus consideration pakd represents a bonus of _Thres Hundred and No/100
Dollars (330000 ) perscre,oni)  netacres

1. TERM. Subject to the other provisions in this lease, this lease shall be for & term of _Three (3) yoars from
this date (hersin called "primary tenm”) and as long thereafter as oil and gas, or sither of them, is produced in paying quantities from said land. As used
lnthhhm.u'umn'uwumdhnmw’mﬂuhmhnhuhwwmw“dhmn




d out of pocket op p for the six months last past
| $
| ! 3. DELAY RENTALS. H-norweit-is o b e ynd Drmaes AR nr habnre ane 4L yamr from thes Aate the e shekh terminate
| —uninaa 00 or before such annivecsary dale Lesses shall pay of iandec 1o the ownas of the soll oc lo his credi inthe This s apaidup lease.
i Bank, at

or its successors (which shall continue as the depository regardiess of changes in the ownership of sald land), the amount specified below, #-additiony—
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~one (A yaa om sald dats, Payments under this paragraph shall be in the following amounts:

To the owner of the soll: Five and No/100
Dollars ($.5.00 )
To the State of Texas: Five and No/100
Dollars ($5.00 )
| Total Delay Rental: Ten and No/100
Dollars ($10.00 )

In & like manner and upon like payments or tenders annually, the commencement of a well may be further deferred for successive pariods of one (1)
year each during the primary term. All payments or fenders of rental to the owner of the soll may be made by check or sight draft of Lesses, 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 bank) should
cease 10 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 faillure 1o make such payments or tenders of rental until thirty (30) days afler the owner of the soll shall deliver to Lesses a proper
recordable instrument naming another bank as agent to receive such payments or tenders.

4. PRODUCTION ROYALTIES. Upon production of oil and/or gas, Lesses agrees 1o pay or cause 10 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 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 oll or gas run through a separator of other equipment, as hereinafter provided,
shall be 1/4 _ part of the gross production or the market value thereol, at the option of the owner of the soil or the Commissioner of the General Land }
Office, such value to ba 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. 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 to the royalty owners through an adequate oll
and gas separator of conventional type, or other aquipment at least as sfficient, 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 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 hyd bons and gaseous subsiances
not defined as oil in subparagraph (A) above, produced from any well on said land (excep! 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 thereof, at the
option of the cwner of the soll or the C loner of the G | Land Offica, such value to be based on the highest market price paid or offered for
gas of comparable quality in the general area where produced and when run, or the gross price paid or offered to the producer, whichever is the greater,

vided that the { mmhmmwmwmmmummmuumprmmm
mhmmmmn-wmr Fah ction to be made for pressure according to Boyle's Law, and for specific
mmummmwmsmumawhmmmammwwmmumwum

(C) PROCESSED GAS. Royalty on any gas processed in @ gasoline plant or other plant for the recovery of gasoline or other liquid
hyd shall be 1/4 part of the residue gas and the liquid hydrocarbons exiracted or the markel value thereof, at the option of the owner
{ olthomlormof‘ L1Y of the G | Land Office. All royaities due herein shall be based on one hundred percent (100%) of the total plant
; production of residue gas attributable to gas produced from this lease, and on fifty percent (50%). or that percent accruing to 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
| 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 to a third party processing gas through such plant under a processing
| agreement negotiated al arm's length (or if there is no such third party, the highest percent then being specified in processing agreemants of contracts In
the industry), whichaver 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 royaities 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, burning or any other pr ing shall be 1/4 part of
the gross production of such products, of the market value thereof, at the option of the owner of the soll 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 lo the total annual delay rental herein provided. otherwise. there shall be
w 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
i amount of royalties paid during the preceding year. If Paragraph 3 of this lease does nol specily a delay rental amount, then for the purposes of this

True and Correct
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paragraph, the delay rental amount shall be one dollar ($1,00) per acre.

tmuwmm.mmummmhum.ummummum.mmui‘mum
Commissioner of the General Land Office may, at the opltion of either, upon not less than sixty (60) days notice to the holder of the lease, require that the
payment of any royalties accruing to such royalty owner under this lease be made in kind. The owner of the soil's or the Commissioner of the General
Land Office’s right to take its royalty in kind shall not diminish or negate the owner of the soil's or the Commissioner of the General Land Office’s rights
or Lessee's obligations, whather express or implied, under this lease.

7. NO DEDUCTIONS. Lessea agrees that all royalties accruing under this lease (including those paid in kind) shall be without dedoction 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. Lesses agrees to compute and pay royaities on the gross value received, including any reimbursements
for saverance taxas and production related costs.

8. PLANT FUEL AND RECYCLED GAS. No royalty shall be payabie on any gas as may represent this lease's proportionate share of any fusl
used lo process gas produced hereunder in any processing plant. Notwithstanding any other provision of this lease, and subject 1o the written consent of
the owner of the soil and the Commissioner of the General Land Office, Lasses may recycie gas for gas it purposes on the leased premisas or for
injection into any oll or gas producing formation undertying the | d 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 Lassee in a manner which entities the royalty owners to a
royalty under this lease.

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

Payment of royaity on production of oil and gas shall be as provided in the rules set forth in the Texas Register Rules currently provide that royalty on oil
is due and must ba 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 second month succeeding the month of production,
accompanied by the affidavit of the owner, manager or other authorized agent, completed in the form and prescribed by the G | Land Office
and showing the gross amount and disposition of all oil and gas produced and the market value of the oil and Jas, logether with a copy of all documents,
records or reports confirming the gross production, disposition and market value including gas meter readings, pipeline receipts, gas line receipts and
other checks or memoranda of amount produced and put into pipalines, tanks, or pools and gas lines or gas storege, and any other reports of records
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
1o act for the Lessee herein must be filed in the General Land Office. Each royalty payment shall be wanied 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 sach lease. If Lessee pays
his royalty on of 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
g . A royalty pay it which is over thirty (30) days late shall sccrue & penalty of 10% of the royalty due or $25.00 whichever is 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
royalties to be paid as prescribed by the due date provided hemsin. Payment of the delinquency penalty shall in no way operate to prohibit the State's
right of forfeiture as provided by law nor act to postpone the date on which royalties were originally due. The above penalty provisions shall not apply in
cases of title dispute as to the State's portion of the royalty or to that portion of the royalty in dispute as to fair market value.

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 undertying this lease or allocable 1o this lease and shall fumish said Commissioner with coples of
all contracts undar which gas is sold or processed and all subsequent ag nts and i o 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 shail be
heid in confidence by the General Land Office unless otherwise authorized by Lessae. All other contracts and records pertaining fo the production,
transportation, sale and marketing of the oil and gas produced on said premises, including the books and accounts, receipts and discharges of all wells,
tanks, pools, meters, and pipelines shall at all times be subject to inspection and ination by the C L1y of the G | Land Office, the
Attorney General, the Govemor, or the represantative of any of them.

(B) PERMITS, DRILLING RECORDS. Writtan notice of all oparations on this lease shall ba submitted to the Commissioner of the
General Land Office by Lessee of 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, Coples 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 Rallroad
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 govemmental agency shall include the word “State” in the title. Additionally, in sccordance with Raliroad
Commission rules, any signage on the | d 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. Lesses shall have an electrical and/or radioactivity survey made on the bore-hole section, from the base of the surface
casing o the total depth of well, of all wells drilled on the above described premises and shall transmit a true copy of the log of each survey on each well
to the General Land Office within fifteen (15) days after the making of said survey.

(C) PENALTIES. Lessae shall incur a penalty whenaver reports, documents or other materials are not filed in the General Land Office
when due. The penalty for late filing shall be set by the General Land Office administrative rule which is effective on the date when the materals 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 thersof should cease from any cause. this lease shall not terminate f on or
before the expiration of sixty (50) days from date of completion of said dry hole or cessation of production Lessee commences additional drilling or
mmm.umummmmmywha-mmuwmum.u,dmuu,-dm-
primary term or within sixty (60) days prior thereto, a dry hole be pleted and abandoned, or the production of oil or gas should ceasa for any cause,
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L--':msn-lrunohhMmmmmmmwnwuumm;amummmm
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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
uuumwmmmhmmwumunmmdmwummmmw.L-u.uy
mmdwmwmwmmuwﬁdh-hmumhwmdﬂmmwumﬂm
mmmmumummuummmmhunbmmmu—mwmm.uuh ]
wdﬂumybm‘lMm&mim.dhutﬂﬂ-hdaonulhboﬁdmhwm.wﬂuyhmhw
with the shut-in provisions hereof.

12. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. If, at the expiration of the primary temm, naither oll nor gas is being
produo-dnnuldhnd.MMhMWhMuMmmm,Nhﬂmmhmwm-mm
uidMahdﬂnumdmmlﬁmﬂﬂnwhmhnmhMWMWMM
mnmm)mmmmmm.mlmmnmmdamm.nwwuumwnm
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.

umunou.mmmm.n.mmwdmmm.mduwwmnw
pumiul.MWM.MMMWM.MMMNMIMWWMWMW
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
mmhmm.mmmmmmmmm.nmmummmmnm
ofoamg-.mhmmummuummmvunwnuamuwmmmmmmmuw
of shut-in oil or gas well royalties or pay t of pansatory royalties is made as provided harein or as provided by law. If the drilling or reworking
mmhhmdau--mm.umummlmmﬂmmmum
mmm(mmnmmduu-oqm.wumuwmﬁunw-u-mmw
reworking operations in good faith and in a workmanlike manner without interruptions totaling more than sixty (60) days. Lessee shall give written notice
to the General Land Office within thirty (30) days of any cessation of production.

14. SHUT-IN ROYALTIES. For purposes of this paragraph, “well” means any well that has been assigned a well number by the state agency
h.w.gmmuuonmmp-muonmg-.n.nwmmmwdhmmﬂnmmmmmm.um
Whhw-ﬁi-wamdma«whmmhﬂdmmmm.bmoloronhnolbohg
produced for lack of suitable production facilities or lack of a sultable market, then Lassee may pay as a shut-in oll or gas royalty an amount equal to
double the | rental provid ‘hlhnh-n.MnuI-Mﬂ.ZOOnmhrum“lmbdmduwhmml
Paragraph 3 of this lease does not specify a delay rental amount, then for the purp of this paragraph, the delay rental amount shall ba one dollar
(31.m)pum.TouMn,ud|hwm-hwuummhpoldmotbdu-:mhmﬂnndhmwm.mmmnm
the Lesses ceases to produce oll or gas from the leased premises, or (3) 60 days after Lessee compietes a drilling or riing operation in rdance
mhmm;mmummwwummnmbum-dhmummmm
htl{”z)hhmdhnl.thhduo-mhﬂd,hb—-“hmuh-mn—nhww
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more successive pariods of one (1) year by paying the same amount sach year on or before the expiration of sach shut-in year.

ﬂ.COIPENSATORYROYALﬂEI.It.mmmﬂuMthﬂhMbdehm&wlupumm.duwn
m-wmnmwm.wMMmmm(1.muumwmmmmhmmm
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the drainage or which s completed in the same producing reservoir and within one thousand (1,000) feet of the premises  The compensatory
foyalty is lo be paid monthly, one-half (1/2) to the Commissi of the G | Land Office and one-half (1/2) to the ownar of the soil, beginning on or
mnumdmmmmmmmmuumhmmnummmamumhm
same producing reservoir and located within one thousand (1,000) feat of the leased premises. If the compensatory royalty paid in any 12-month period
h-nmumI-um.nm.mmaawm,mmmmmmnmmmmm;mmumdm
12-monmpuhd.MmeanﬂﬂmmehWMWONM
Iun,mdmmummdhmﬂwmmhmnﬂﬁﬂ.mh
Tuumunummcououm;m.uhmdum.mmummma-mm
of compensatory royalties can satisfy the obligation to drill offset wells.

1l.mmm&&mmdeMbhm.noﬂMudedu
gas has been completed on the leased promises, Lesses shall axercise the diligence of a reasonably prudent oparator in drilling such additional well o
wells as may be reasonably necessary for the proper develop of the & d premises and in marketing the production thereon.

| (A)ma&.mmmmmuhmmmma)mwhwmunmmmndumuw
1 Mmuhllu’mlu-dm.Eﬁﬂ(i)ﬂm%uﬂﬂﬂwﬂduﬂﬂwhmmwmm
surrounding each gas well capable of producing In paying quantities (including a shut-in ofl or gas well as provided in Paragraph 14 hereof), or & well
upon which Lessee is then engaged in continuous drilling or rking operations, or (2) the number of acres included in a producing pooled unit
punumh'ru-unnlR-mmucmum-&uu.ummm«mwu-uu-mmuwum
purposes o a proration unit for sach such producing well under the rules and regulations of the Railroad 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 therson are reclassified 30 that less acreage is thereafter allocated to said well or wells for
production purposes, this lease shall thersupon terminate as to all acreage not thersafter allocated to said well or wells for purposes.
hmﬂmdﬁh—nhnmdhbﬁmw.L—-Mmmnmhmdw‘
fo 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 prmary or sxtended term it
. shall further terminate as to all depths below 100 feet below the total depth drilked (hersinafter “d pths”) in sach well located on acreage retained
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lnPlrlwiah10WMMM«W!M(2)MIMNMNWWL-Mmm“bwumdh
mmﬂ-mmuuh—{-wmmim.umwuw.mu—mummmm;w
such deeper depths, and said termination shall be delayed for an additional period of two (2) ysars and so long thereafter as ol or gas is produced in
paying quantities from such deeper depths covered by this lease.

|QWMMMMmeMuhwﬂM-M-mhhhwﬂ
-mmhﬂmmmuww.wmmm-mnmwummuuwmah.m
mmmmwmumm-mmu—-mmmm-m«mm-m
wmdhmmmmmm.mwm.a-mmam.mummhw
mm.mwuhhmwmwmmn—mmmumnm-hu Iif Lessee fails or refuses
to execute and record such release of releases within ninety (90) days after being requested to do so by the Genersl Land Office, then the
Commissioner at his sole discretion may designate by written instrument the acreage and/or depths lo be released hereunder and record such
irwmul.—n‘-mhhmmmmhh—-hmwhhdﬂdmdmwwmwm
designation shall be binding upon Lassee for all purposes.

17. OFFSET WELLS. Neither the bonus, delay rentals, nor royalties paid, or to be paid, under this lease shall relleve Lessee of his obligation
to protect the oll and gas under the above-described land from being drained. Lesses, sublesses, recaiver or other agent in control of the leased
pnmhusml“nmuﬁnh“mhﬂﬁﬂ“mmmwﬂbluwmbmmwd
uwwmnmmmmloi-wug-mumndnmwmmt.muuumm
ﬂhmythMmhhMMWMddmm.hm.m.mamwhmdlﬂ
leased premises shall in good faith begin the driling of & well or wells upon the leased premises within 100 days after the draining well or weils or the
MNMMM1.@“dhh~d“ﬁuﬂﬂnhmmm“mmmmm.
Failure to satisty the statutory offset obligation may subject this lease and the owner of the soil's agency rights to forfeiture. Only upon the determination
of the Commissioner of the General Land Office and with his written approval may the payment of compensatory royalty under applicable statutory
parameters satisfy the obligation to drill an offset well or wells required under this paragraph.

18. FORCE MAJEURE. if, after a good faith effort, Lesses is pr d from complying with any exp or implied covenant of this lease.
from conducting drilling operations on the leased premises, of from producing oil of gas from the leased premises by reason of war, rebediion, riots,
strikes, acts of God, or any valid order, rule or regulation of government authority, then while so prevented, Lessee’s obligation to comply with such
covenant shall be suspended and Lessea shall not be liable for damages for failure to comply with such covenants; additionally, this lease shall be
extended while Lesses is prevented, by any such cause, from conducting driling and reworking oparations or from producing oll or gas from the leased
pmmhu.Hou-ur.mmwmmmmumdmmhmwwmmhmwnmm
in the absence of such drilling or reworking operations or production of ofl or gas.

19. WARRANTY CLAUSE. Tha owner of the soll warrants and agreas to defend title to the leased premises. If the owner of the soll defaults
in payments owed on the leased pramises, then Lassee may redeem the rights of the owner of the soll in the leased premises by paying any morigage,
taxes or other liens on the leased premises. |f Lessee makes paymaents 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.

n.mmmmmwun“dnﬂmummmmmu-mnm
Ww.Mmomoll.ﬂm‘sthw.ﬂmhmﬂ-“wwmbhuﬂbhwdhﬂ“
ummnmmmpmpmmmmmmnummmmwmmwwmmbumb
the Commissioner of the Genaral Land Office of the State of Texas shall be likewise proportionately reduced. However, before Lessee adjusts the
royayorwumumumwmm.m«mmmmmnuwam
Genaral Land Office a written statement which exp the pancy bet 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 ba paid the value of the whole production allocable to any undivided
mmmwam.nmwmmwmmmmwmmmm,mmmm
wc«mmdwwwomm--mmmmmmuhmmmmwmmm
than the value of one-sbxeenth (1/18) 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
unmwmmwwwuwmmmhmumuhmmmmmw
52.16!-62.164,0:!.-lny&nlMMWUWMWUNW“.M“WQ“W“WMMW
mmm.mm«omm-wmmmmmmmummdmm.m
-um.umm.ummmmm-wmmmwmmmmmnmmmu
mmwhmummunmu-mwmnlmuwdmmmmwdm
actually retained and covered by this lease,

21.MWWATRLMMMNMIHD*MMMWnﬂlymmmﬂmmﬁ*
from wells or tanks of the owner of the soll; provided, however, Lessee shall not use potable water or water suitable for livestock or irigation purposes
for waterflood operations without the prior consent of the owner of the soll.

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

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

nmmcnmm.mmmuwﬂnmmmmm)mumm-uunmmmmm
the written consent of the owner of the soil

s '.r:rr,
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25. POLLUTION. In developing this area, Lesses shall use the highest degree of care and all proper safeguards to prevent poliution. Without
mum,mumm,mmmmwmmnmwumdm
mmmmm.wmmmm.hmmdw.mmdmnmm-hwm
recapture all escaped hydrocarbons or other poliutant and shall be responsible for all damage to public and private properties. Lesses shall bulld and
maintain fences around its slush, sump, and drainage pits and tank batterkes s0 as I protect ivestock against loss, damage or Injury; and upon

letion or aband .dmw-lanu.ww.mwdm*mmmmmmummdum
M-m.L-u.nul.mmmmmnmm.hqﬂmhd-m.m.bul-.mwuam.
and upon completion of operations shall restore the surface of the land to as near is original condition and contours as is practicable. Tanks and
squipment will be kept painted and pressntabile

26. REMOVAL OF EQUIPMENT. Subject to limitations in this paragraph, Lessee shall have the right to remove machinery and fixtures placed
muuumunbnupm.mhmwmmmm.m“wmummmnwwmum
-mnnnndmummumum-ﬂmMmmum1mm.m.mmmmmm
mﬂmdwqolmonhmw‘M,memhwmmnﬁmmmm
notice to the Commissioner of the General Land Office and to the owner of the soll. The owner of the soll shall bacome the ownar 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 sither
pmvhmhmmhm,hMuhmmhmdumwmnmumwmm,m.m
m.mmm.m.amuMhmdmw.m.ammmmwmd
Lu-n,mnm.mmm«m.mumummmwmmummmdm
mmwm.wmmumnmuuw.m.wmmwmummmmmup
wﬂnmdhuﬂ(ummm.mm«mmmummmmmumm
in ownership, including the original recorded muniments of title (or & certified copy of such original) when the ownership changed because of a
conveyance. A total or partial assignment of this lease shall, to the extent of the interest assigned, relieve and discharge Lesses of all subssquent
obligations under this lease. If this lease is assigned in its entirety as to only part of the acreage, the right and option to pay rentals shall be apportionsd
as b the 1 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
Ihllluuonth-pnrlthmMmmmmMpﬁmm;m.lhmmmmmﬂlnm
copy of such assignment in the General Land Office bafore the next rental paying date, the entire lease shall terminate for failure to pay the entire rental
mmm3,Emmwmbdmmumhum.mmmuuhhauﬂyh
original lessee or any prior assignee of the keasa, 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 leasas in whols or
hmwmmmmmwdwmdhmwm.mmum-dnmum ]
and the agency power of the owner may be forfeited by the Commissionar. An assignment will ba treated as if it wers made to the owner of the soil If the
assignea is:

(1) a nominee of the ownaer of the soll;
mlWUMhmmmdhwﬂhlmmuhmmdmnmmﬂmmm;
(3) & parinership in which the owner of the soll is a partner or is an employes of such a partnarship:

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

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

(8) a fiduciary for the ownar of the soil; including but not limited to a guardian, trustee, executor, administrator, receiver, or conservator for the
owner of the soll; or

(7) & famity 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 20, Lesses may at any time axscute and deliver to the
mdhmwwdm-mmummwmmnmmduwmmwmn‘hh.-u
wmmwm.mhmduwm-nmw‘nwmdu-nhmum.m
d-uymuou.mmmmumwnmmummh-hnmm_mmu-—
immediately prior to such sumender, however, such release will not relieve Lessee of any liabiiiies which may have sccrusd under this lease prior to the
surrender of such acreage.

29. FILING OF ASSIGNMENTS AND RELEASES. If all or any part of this leass is assigned or released, such assignmaent or release must be
wnmmmmwum.mnmmu-mummmmnnmmam
mmmmmummumnnwmmmmmdhummmwh
prescribed filing fee I any such assignment is not so filed, the rights acquired under this lease shall be subject to forfeiture at the option of the
Commissiones of the General Land Office.

ummnmmmmmammwmmmmum
mmwuummuuwﬂmumuumuhmmmdhmAnyoou-i
agreamaents conceming 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 & pr When the int of tha owner of the soil conflict with those of the State, the owner of the soll is obligated 1o put the State's
interests before his personal interests.

32. FORFEITURE. If Lessee shall fall or refuse to make the payment of any sum within thirty days after it becomes due, or f Lessea or an
authorized agent should knowingly make any faise retum or false report conceming production or drilling, or if Lesses shall fail or refuse to drill any
offset well or wells in good faith as required by law and the rules and regulations adopted by the Commissioner of the General Land Office, or If Lassee
hould fail to file reports in the quired by law or fall to comply with rules and regulations promuigated by the General Land Office, the School

LnndBoud.arlh-wm.ulwmmmmMmbhmmwm.ulMu
an authorized agent should knowingly fail or refuse to give comect information to the proper authority, or knowingly fall or refuse to furnish the General
Land Office a correct log of any well, or if Lessae shail knowingly violate any of the material provisions of this lease, or if this leasa is assigned and the
N assignment is not filed in the General Land Office as required by law, the rights scquired under this lease shall be subject o forfeiture by the
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Commissioner, and he shall forfeit same when sufficiently informed of the facts which authorize a forfelture, and when forfeited the ares shall again be
subject (o lease under the terms of the Relinquishment Act. However, nothing herein shall be construed as walving the automatic temmination of this
lease by operation of law or by reason of any special limitation arising hereunder. Forfeitures may be set aside and (his 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 secure payment of all unpaid royalty and other sums of money that may become due under this lease. By acceptance of
Mhlunununmhs&hdﬂlbnhmhnwwudh,fmhuﬂﬂmmﬁoﬁ!ﬂﬁ-ﬂmmwmmm
express contractual lien on and rity In all leased mi is in and d from the leased p , all p ds which may accrue to
mmmmdmmmmmmnmwwuwommw-lm-m-nmmun
leased premises used in connection with the production or processing of such leased minerals in order to secure the payment of all royaities or other
amounts due or to become due under this lease and to secure payment of any damages or loss that Lessor may suffer by reason of Lessee's breach of
any covenant or condition of this isase, whether express or implied. This lien and security interest may be foreciosed with or without court procesdings in
the manner provided in the Title 1, Chap. @ of the Texas Business and Commaerce Code. Lesses ag that the Comy may require Lesses to
exacute and record such instruments as may be reasonably necessary to acknowledge, attach or perfect this lien. Lessee hereby represents that there
are no prior or superior liens arising from and relating to 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 deciare this lease forfeited as provided
herein.

34. POOLING. Lesses is haraby granted the right to pool or unitize the royalty interest of the owner of the soil under this lease with any other
leasehoid 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 C: 158) 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 agrees that the inclusion of this provision in this lease satisfies the
execution requirements stated in Texas Natural Resources Code 52.152.

35. INDEMNITY. Lessee hereby releases and discharges the State of Texas and the owner of the soll, their officers, employees, pariners,
agents, contractors, sub . guests, inviteas, and their respective successors and assigns, of and from All and any actions and causes of action
of every nature, or other ham, Mmmmhm 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, smployees, 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
Agreement, or by any other negligent or strictly llable 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 successors or assigns, against any
and all claims, liabilities, losses, damages, actions, personal injury (including death), costs and expenses, or other harm for which recovery of damages
is sought, under any theory including tort, contract, or strict liability, including attomeys' fees and other legal expenses, including those related to
environmental hazards, on the leased premises o in any way related to Lessea's failure to comply with any and all environmental laws; those arising
from or in any way related to Lesses'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 Lesses’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, subcontraciors, guests, invitees, and their
respective successors and assigns. Each assignee of this Agreement, or an Interest therein, agrees to be liable for, axonerate, 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 Lesses, its officers, employees, and agents as described sbove. 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 usa the highes! degree of care and all reasonable safeguards to prevent contamination or
poliution of any environmental medium, including soll, surface waters, groundwater, sediments, and surface or subsurface sirata, amblent air or any
wmmmmmnmum the leasad premises, by any wasie, pollutant, or contaminant. Lessee shall not bring or permit to remain on

d any asbest g materials, sxplosives, loxic materials, or substances regulated as hazardous wastes, hazardous materials,
ummmm-m-* Subst " is defined in the Comprehensive Environmental Response, Compansation and Liability Act
(CERCLA), 42 U.S.C. Sections 8601, et seq.), or toxic substances under any federal, state, or local law or regulation ("Hazardous Materials”), except
ordinary products commonly used in connection with oil and gas exploration and developmaent 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

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 Nstural Resources Code 52.171 through 52180, commonly

known as the Relinquishment Act, and other applicable statutes and amendments thereto, and if any provision in this lease does not conform to these
statutes, the statutes will prevail over any nonconforming lease provisions.

P & True and Correct
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38. EXECUTION. This oll and gas lease must be signed and acknowledged by the Lessee bafore it is filed of record in the county records and
in the Genaral 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 Commarce 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 certified coples thersof must be filed in the General Land

Office. This lease is not effective until a certified copy of this lease (which s made and certified by the County Clerk from his records) is filed in the

1 General Land Office in accordance with Texas Natural Resources Code 52 183. Additionally, this lease shall not be binding upon the State unless it

F—E recites the actual and true consideration paid or promised for execution of this leass. The due the State and the prescribed filing fee shall
accompany such certified copy to the General Land Offica.

LESSEE

By:_Wal P. Roach \/

Tte: Vice President

, Date: AQ‘[Qf/O7

STATE OF STATE OF TEXAS
BY: ay:
, Jr
lm“mﬂ“ State of Texas Individually and as agent for the State of Texas
Date: f/ ;?‘ 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 __ T kA5
countyor A A2ALS

BEFORE ME, the undersigned authority, on this day personally appearsd ___ & E0LCer /. Vi~V ce, T .
known to me 1o be the person whose name is subscribed to the foregaing Instruments as & e o rlbe  ~ gjﬂ,dég’ T,

of l((A/GWooﬂ 7ELA S and acknowledged 10 me that he
nnumdunnmbrmcpurpuuw"-‘ y stated, and as the act and deed of said corparation

(CORPORATION ACKNOWLEDGMENT)

therein exp od, in the cap

Given under my hand and seal of office this the 47-54‘ dayol ) ANLARLY

STATE OF

COUNTY OF
BEFORE ME, the undersigned authority, on this day personally appeared George Finger Vance, Jr

kmwmwummnmnmn-wmmmmw.mmlémotmmnmmmmm
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\W
COUNTY P e S e
BEFORE ME, the undarsigned suhorty, on his day personally S GO A T S

\.L_l.

(INDIVIDUAL ACKNOWLEDGMENT)

known to me lo be the persons whose names are subscribed 10 the f g instrument, and acknowledged to me that they executed the same for the

purposes and consideration therein expressed.

CARLA ﬂ'l J " n
w ate axae
My Expires
Seplember 22, 2008
— Notary Public in and for
STATE OF (INDIVIDUAL ACKNOWLEDGMENT)
COUNTY OF

BEFORE ME, the undersigned authority, on this day personally app d.

'l known to me to be the persons whose names are subscribed to the foregoing instrument, and acknowledged to me that they axacuted 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

-

uu'ummw

-unmummm
A.D. 2007 _2:59 P.

F’EBRUARY
FEBRUARY

e

N
A.D. 2007 2:00 P. b
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Jerry E. Patterson, Commissioner
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Date Filed: >

By

CERTIFIED TRUE AND CORRECT COPY CERTIFICATE

STATE OF TEXAS

COUNTY OF REEVES

The above and toregoing is a fufl, true and correct photographic copy of the
griginal record now in My tawhyl custody and possession, as the same is
filedirecorded in 1he public records of my office, found in VOL. .
PAGE 233, THRU 0 PU%LIC

1 hereby centified on
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e e A A N R LAY
e State of Texyg

Austin, Texas

OIL AND GAS LEASE

THIS AGREEMENT is made and entered into this__71h day of
by and through its agent, Pg

2007 . between the State of Texas, acting

said agent herein referred 1o as the owner of the soil (whether one or more), and Petro-Hunt, LLC

of 1601 Eim Street. Suite 3400, Dallas, Texas 75201-7201
(Give Parmanant Address)

hereinafier called Lessee

1. GRANTING CLAUSE. For and in consideration of the amounts stated below and of the its and ag s 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
m»bmmwwmdpmummmhtmmmoimgu laying pipe lines. building tanks, storing oil and bullding power

stations, telephone lines and other structures . save, take care of, treat and transporl said products of the lease, the following lands
ituated in Reeves Coumsuho!TmM

EAST-HALF OF THE NORTHWEST QUARTER (E/2 NW/4) OF SECTION 30, BLOCK 58, PSL SURVEY

containing _B80 acres, more or less. The bonus consideration paid for this lease is as follows:

To the State of Texas: Seven Hundred Fifty and No/100
Rollars ($750.00)

To the owner of the soll: Seven Hundred Fifty and No/100
Dollars ($750.00)

Tolal bonus consideration: Fiftlpen Hundred and No/100

Dollars ($1.500.00)
The total bonus derati paid repre a bonus of _Three Hundred and No/100
Dollars ($300.00 ) per acre, on -] 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 term®) and as long thereafter as oil and gas, or either of them, is produced in paying quantities from said land. As used

lrue and Correct
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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 out of pocket operational expenses for the six months last past.

3 DELAY RENTALS I o e o fr T T o i e ] DT m sy o 0r Dt e+ 4y e i e et — e e S —
~unfesorrorbeforesuciranniversary date-tessew shalt pay-ortendertortheownerof thesoffortohiscreditirthe This s s Paid Uplease,

Bank, at
of its successors (which shall continue as the depository regardiess of changes in the ownership of said land), the amount specified below. in-addten,
ORI INA - PaY S tenaerto-tha-GENIHEEHOMNE -OF T HE-SENE A HAND-OFHOE-OF G TA O T RA G AT ALG TN AA e ee-sum-on—

q g

‘onetTryesr-fronTsa o Payments under this paragraph shall be in the following amounts:
To the owner of the soil: Twg Dollars and 50/100
Dollars ($.2.50 )
To the State of Texas: Two Dollars and 50/100
Dollars ($2.50 )
Total Delay Rental: Five and No/10Q
Dollars ($5.00 J
In a like manner and upon like payments or tend , the t of a well may be further deferred for successive periods of one (1)
year each during the primary term. Mmmmm#mhhmdm'dmhmmwmﬂwwuﬂdm or any
mdumwmumoumam-mmmm If the bank designated in this paragraph (of its successor bank) should
cease o exist, suspend business, liquidate, fall or be succeeded by another bank, or for any reason fail or refuse 10 accep! rental, Lessee shall not be

hlldlnd-flulhfhmtumduMWUMﬂWMlMMWﬂmdeMMMhMlW
g another bank as agent to recelve such payments or lenders y

4. PRODUCTION ROYALTIES. Upon production of oll and/or gas, Lessee agrees lo pay or cause 1o be paid one-half (1/2) of the royaity
provided for in this lease lo 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
ownaer of the soll:

(A) OIL. Royaity payable on oil, which is defined as inciuding all hydrocarbons produced in a liquid form at the mouth of the well and also
as all condensate, distillale, and other liquid hydrocarbons recovered from ofl or gas run through & separator or other squipment, as hereinafter provided,
shall be 1/4 _ pari of the gross production or the market value thersof, at the option of the owner of the soil or the Commissioner of the General Land
Office, such value o be determined by 1) the highest posted price, plus premium, if any, offered or paid for oll, condensale, 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 off or
paid in the general area where produced and when run, or 3) the gross proceeds of the sale thereol, whichever is the greater Lessee agrees that bafore
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 oil
and gas separator of conventional type, or other equipment al least as efficient, so that all liquid hydrocarbons recoverable from the gas by such means
will be d. The requi that such gas be run through a separator or other pment may be waived, in writing, by the royalty owners upon
such lerms 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
nol defined as oil in subparagraph (A) above, produced from any well on sakd land (excep! as provided herein with respect 1o 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 markel value thereol, al the
option of the owner of the soil or the Commissioner of the General Land Office, such value to be based on the highest markel price paid or offered for
wummmhmwmmwwmmm or the gross price paid or offered to the producer, whichever is the greater,

that the i base in g the gas under this lease shall not at any time axceed 14 65 pounds per square inch absolute,
WNWMWMNM(M)WFM commection to be made for pressure according 1o 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 al 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 of the market value thereof, at the option of the owner
of the soil or the Commissioner of the General Land Office. All royalties due herein shall be based on one hundred percent (100%) of the total plant
production of residue gas atiributable to gas produced from this lease, and on fifty percent (50%), or that percent accruing to Lessee, whichever is the
greater, of the lotal plant production of liquid hydrocarbons attributable to the gas produced from this lease; provided thal if liquid hydrocarbons are
recovered from gas processed in a plant in which Lessee (or its parent, subsidiary or affiliale) owns an interest, then the percentage applicable to liquid
hydrocarbons shall be fifty percent (50%) or the highest percent accruing 1o 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 agresments or coniracts in
the industry), whichever is the grealer. The respective royalties on residue gas and on liquid hydrocart shall be o by 1) the highest markel
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 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 not 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 fractionating, buming or any other p ing shall be 1/4 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 1o be determined as follows: 1) on the basis of the highest markel 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 sach 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, i this lease is maintained by production, the
royalties paid 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 a sum equal lo the total annual rental less the
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amdunt of royalties paid during the preceding year, If Paragraph 3 of this lease does nol spacify 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, at any time or from lime to time, 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 to the hoider of the lease, require that the
payment of any royalties accruing o such royalty owner under this lease be made in kind. The owner of the soil's or the Commissioner of the General
Land Offica'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, 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 royalties on the gross value received, including any reimbursements
for saverance 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 h der in any pr ing 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 it purposes on the leased premises or for
injection into any oil or gas producing formation undertying the leased premises after the liquid hydrocarbons contained in the gas have been removed:
no royaities shall be payable on the recycled gas until il is produced and sold or used by Lessee in a manner which entities the royalty owners to &
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:

Pay i of royaity on production of oll and gas shall be as provided in the rules set forth in the Texas Register. Rules curently provide that royalty on oll
is due and must be received in the General Land Office on or before the 5th day of the second month succeeding the month of production, and royalty
on gas is due and must be received In the General Land Office on or before the 15th day of the second month succeeding the month of production,
accompanied by the affidavit of the owner, manager or other authorized agent, completed in the form and manner prescribed by the General Land Office
and showing the gross amount and disposition of all oil and gas produced and the markel value of the oil and gas, together with a copy of all documents,
records of reports confirming the gross production, disposition and markel value including gas meter readings, pipeline receipts, gas line receipts and
other checks or memoranda of amount produced and pul into pipelines, tanks, or pools and gas lines of gas slorage, 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 8 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, summary
of 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 paymenl which ls over thirty (30) days late shall accrue a penalty of 10% of the royalty due or $25.00 whichever is 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 supporling documents which are nol filed when due shall incur a penalty in an amouni 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
royaities to be paid as prescribed by the due date provided herein. Payment of the delinquency penalty shall in no way operate to prohibit the State's
right of forfeiture as provided by law nor acl to postpone the date on which royalties were originally due. The above penalty provisions shall not apply in
cases of title dispute as to the State's portion of the royalty or to that portion of the royalty in dispute as 1o fair markel value.

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually furnish the Commissioner of the General Land Office
with its best possible estimate of oil and gas reserves underlying this lease or allocable to this lease and shall furnish said Commissioner with copies of
all contracts under which gas is sold or procassed and all subsequent agreements and amendments to such contracts within thirty (30) days after
entering info or making such contracts, ag ents or amends 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 Lesses. All other contracts and records pertaining to the production,
transportation, sale and marketing of the oil and gas produced on said premises, including the books and accounts, receipts and discharges of all wells,
tanks, pools, meters, and pipelines shall at all times be subject to inspection and examination by the Commissioner of the General Land Office, the
Attorney General, the G- , of the rep ive 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 Rallroad Commission forms for application to drill. Copies of well
tests, completion reports and plugging reporis shall be supplied to the General Land Office al the time they are filed with the Texas Rallroad
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 g vental agency shall include the word “State” In the title. Additionally, in accordance with Railroad
Commission rules, any signage on the premises for the purpose of identifying wells, tank batteries or other associated improvemnents to the land
must also include the word “State " Lassee shall supply the General Land Office with any records, memoranda, accounts, reports, cuttings and cores, or
other information relative to the operation of the above-described premises, which may be requested by the General Land Office, in addition to those
herein expressly provided for. Lessee shall have an electrical and/or radioactivity survey made on the bore-hole section, from the base of the surface
casing to the total depth of well, of all wells drilled on the above described premises and shall transmit & 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. Leasae shall incur a panalty wh rts, o ents or other malerials are not filed in the General Land Office
when due. mmfahﬂmmﬂhmMMMMWMWMMhMmMMMMmWM
due in the General Land Office.

11. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, during the primary term hereofl and prior 10 discovery and
production of oil or gas on said land, Lessee should drill a dry hole or holes therson, or if during the primary term hereof and after \he discovery and
actual production of oil or gas from the leased premises such production thereof 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 lease. If, during the last year of the
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Lessee's rights shall remain in full force and effect without further operations until the expiration of the primary term; and if Lessee has.not resumed
production in paying quantities at the expiration of the primary term, Lessee may maintain this lease by conducting additional drilling or reworking
operations pursuant to Paragraph 13, using the expiration of the primary term as the date of cessation of production under Paragraph 13. Should the firsi
well or any subsequent well drilied 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 to make such payment, this lease shall ipso facio terminate. If af the
expiration of the primary term or any time thereafler a shut-in ol or gas well is located on the leased premises, payments may be made in accordance
with the shul-in provisions hereof.

12. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. If, at the expiration of the primary term, nelther oll nor gas is being
produc-donuldImd.bulmtmmmam«mmw.mhmmmhmanmm
said 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 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, after the expiration of the primary term, production of oil or gas from the leased
premises, afler once obtained, should cease from any cause, this lease shall nol terminate if 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 resull in the production
of oil or gas, the lease shall remain in full force and effect for 8o 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
oporltbmﬂhhsmy(w)dmlﬁuﬂ\lmphﬂonoﬂhtmlnadwhd-.mmhbmwdmnhhohdmbmummmmm“ #
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 purposes of this paragraph, “well” means any well that has been assigned a well number by the state agency
having jurisdiction over the production of oil and gas. If, at any time after the expiration of the primary term of a lease that, until being shut in, was being
maintained in force and effect, a well capable of producing oil or gas in paying quantities is located on the leased premises, but oll or gas Is not being
produced for lack of sultable 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 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 oll 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 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) to the Commissioner of the General Land Office and one-
half (1/2) to the owner of the soil. If the shut-in ol or gas royalty Is paid, the lease shall be considered to be a producing lease and the payment shall
extend the term of the lease for a period of one year from the end of the primary term, or from the first day of the month following the month in which
production ceased, and, after that, if no sultable 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 bafore the expiration of each shul-in year

16. COMPENSATORY ROYALTIES. If, during the period the lease is kept in effect by payment of the shut-in oil 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 completed in the same producing
reservoir, of 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 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 compleled in the same producing reservoir and within one thousand (1,000) feet of the leased premises. The compensatory
royailty is to be paid monthly, one-half (1/2) to the Commissioner of the General Land Office and one-half (1/2) to the owner of the soil, beginning on or
before the last day of the month following the month in which the oil or gas is produced from the well causing the drainage or that is completed in the
same producing reservoir and located within one thousand (1,000) feet of the leased premises. If the compensatory royalty paid in any 12-month period
is an amount less than the annual shut-in oil or gas royalty, Lessee shall pay an amount equal (o 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 offset wells as provided in
Texas Natural Resources Code 52.173; however, al 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 & well producing or capable of producing oll or
gas has been completed on the leased premises, Lessee shall exercise the diligence of a reasonably prudent operator in drilling such additional well or
wells as may be reasonably necessary for the proper development of the leased premises and in marketing the production thereon.

(A) VERTICAL. In the event this lease is in force and effect two (2) years after the expiration date of the primary or extended term it shall
then terminate as to all of the leased premises, EXCEPT (1) 40 acres surrounding sach 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 & 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 o 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 1o 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 governmental authority having jurisdiction. If at any time after the effective date of the partial termination provisions hereol, the
4 applicable field rules are changed or the well or wells located thereon are reclassified so thal less acreage is thereafler aliocated 1o said well or wells for
production purposes, this lease shall thereupon terminate as to all acreage nol thereafler aliocated 1o said well or wells for production purposes.
Notwithstanding the termination of this lease as lo 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 hareol, 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 hereol ("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 or extended term it
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shall further terminate as to all depths below 100 feet below the tolal depth drilled (hereinafter "deeper depths”) in each well located on acreage retained
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 to
such deeper depths, and said termination 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 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, orsummnorlhmnmnyb-mmdbyithommhlbmoﬂthonmlundOfﬁawnhm
thirty (30) days after partial termination of this lease as provided herein, Lessee shall execute and record a rel or rel ining a satisfactory
legal description of the acreage and/or depths not retained hereunder. The recorded release, or a certified copy of same, lhs'b.ﬂhdlnthc&ml
Land Office, accompanied by the filing fee prescribed by the General Land Office rules in effect on the date the release Is filed. If Lessee fails or refuses
to execute and record such release or releases within ninety (90) days afler being requesied to do so by the General Land Office. then the
Commissioner at his sole discretion may designate by written instrument the acreage and/or depths to be released hereunder and record such
instrument at Lessee's expense in the county or counties where the lease is located and in the official records of the General Land Office and such
designation shall be binding upon Lessee for all purposes.

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

18. FORCE MAJEURE. If, after a good faith effort, Lessee is prevented from complying with any express or implied covenant of this lease,
from conducting drilling operations on the leased premises, or from producing oil or gas from the leased premises by reason of war, rebellion, riots,
strikes, acts of God, or any valid order, rule or regulation of government authority, then while so prevented, Lessee's obligation to comply with such t
covenani 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 o 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 to defend title to the leased 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 soil in the leased premisas by paying any morigage,
laxes 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 interes! is specified herein, then the royalties and rental herein provided lo be paid 1o the owner of the soil shall
be paid lo him in the proportion which his interest bears to the entire undivided surface estate and the royalities and rental herein provided to be paid to
the C issi of the G | Land Office of the State of Texas shall be likewise proportionately reduced, However, before Lessee adjusts the
royalty or rental due lo 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 b the | purportedly leased under this lease and the actual 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 undivided
Interest nol covered by a lease, less the proportionate development and production cost allocable to such undivided interest. However, in no event shall
the Commissioner of the General Land Office receive as a royalty on the gross production allocable to the undivided interest nol leased an amount less
than the value of one-sixieenth (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 soil in accordance with Natural Resources Code Sections
52.151-52.154, or if, at any time after the expiration of the primary term or the axtended term, mhbmmnlmnunwofmthmmmu
amount described herein, payments that are made on a per acre basis hereunder shall be reduced according to the ber of acres led, rek
surrendered, or otherwise severed, nolhslplymomdohrmlnwonuwmbuhumrlmmodu\hlnudumtheptinwmmumnu
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. Lesses shall have tha right to use water produced on said land necessary for operations under this lease excep! waler
from wells or tanks of the owner of the soil; provided, however, Lessee shall not use potable waler or water suitable for livestock or irrigation purposes
for waterflood operations without the prior consent of the owner of the soil.

22. AUTHORIZED DAMAGES. Lessee shall pay the owner of the soil for damages caused by its operations to all personal property,
Improvemants, livestock and crops on sald 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 o any house or bam now on said premises without
the written consent of the owner of the soil
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26. POLLUTION. In developing this area, Lessee shall use the highest degres of care and all proper safeguards to provent

: poliution. Without
limiting the foregoing, poliution of coastal wetlands, natural waterways, rivers and impounded waler shall be prevented by the use of containment
faclities sufficient lo prevent spillage, seepage or ground water contamination. in the event of poliution, Lessee shall use all means at its disposal 1o
mdmmwmmmmumuumwmmmm Lessee shall build and

maintain fences around its siush, sump, and drainage pits and tank batieries so as lo protect I ck against loss, age or injury, and upon
completion or abandonment of any well or wells, Lessea shall fill and level all slush pits and cellars and compiletely clean 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,
and upon completion of operations shall restore the surface of the land to as near its original condition and conlours as is practicable. Tanks and

equipmant will be kept painted and presentable.

26. REMOVAL OF EQUIPMENT. Subject to limitations in this paragraph. Lessee shall have the right to o

y and fixt TR
by Lessee on the leased premises, Including the right 1o draw and remove casing, mmwummuzmupmmmmm
termination of this lease unless the owner of the soil grants Lessee an extension of this 120-day period. However, Lessee 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 o 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

7. (A) ASSIGNMENTS. Under the conditions contained in this paragraph and Paragraph 29 of this lease, the nghts and estates of either
party to this lease 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

tatives, sors and assigns. However, a change or division in ownership of the land, rentals, or royalties will not enlarge the obligations of
Lnuo diminish the rights, privileges and estales of Lesses, impair the effectiveness of any payment made by Lessee or impair the effectiveness of any
act performed by Lesses. And no change or division in ownership of the land, rentals, or royaities 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 satisfaclory written evidence of the change
in ownership, including the original recorded muniments of titke (or a cerified copy of such original) when the ownership changed because of a
conveyance. A tolal 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 its entirety as lo only part of the acreage, the right and option to pay rentals shall be apportioned
as between the several owners ratably, according 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 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 nexi rental paying date, the enlire lease shall terminate for failure lo pay the entire rental
due under Paragraph 3. Every assignee shall succeed to all rights and be subject o all obligations, liabilities, and penaities 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 soll acquires this lease in whole or

In part by assignment withoul 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 forfeiled by the Commissioner. An assignment will be treated as if it were made 1o the owner of the soll if the
assignee Is:

(1) & 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 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) a partner or employee in a parinership which is the owner of the soil,

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

owner of the soil; or

(7) @ 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 af any time execute and deliver lo 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
to such portion or portions, and be relieved of all subsequent obligations as lo acreage surmendered. If any pan of this lease s properly surmendered, the
delay rental due under this lease shall be reduced by the proportion that the dered acreage bears (o the acreage which was covered by this lease
immediately prior to such surrender; however, such release will not relleve Lessee of any llabilities 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 is assigned or released, such assignment or release mus! 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 date panied 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
Commissioner of the General Land Office.

30. DISCLOSURE CLAUSE. All provisions pertaining to the lease of the above-described land have been included in this instrument,
including the statement of the true consideration to be paid for the execution of this lease and the rights and duties of the parties. Any collateral
agresments concerning the development of oil and gas from the leased premises which are nol 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 fall or refuse to make the payment of any sum within thirty days afier it becomaes due, or if Lessee or an
authorized agent should knowingly make any false return or false report concerning production or drilling, or if Lessee shall fail or refuse to drill any
offset well or wells in good faith as required by law and the rules and regulations adopted by the Commissioner of the General Land Office, or if Lessee
should fail to file reports in the manner required by law or fail lo comply with rules and regulations promuigated by the General Land Office, the School
Land Board, or the Railroad Commission, or if Lasses should refuse the proper authority access to the records pertaining lo operations, or if Lesses or
an authorized agent shoukd knowingly fail or refuse to give cormect information to the proper authority, or knowingly fail or refuse to fumnish the General
Land Office a correct log of any well, or if Lessee shall knowingly violate any of the matedal 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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Cor =~ ssioner. 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
ease 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
-enstated before the rights of another intervene upon satisfactory evidence to the Commissioner of the General Land Office of future compliance with
'ha provisions of the law and of this lease and the rules and regulations thal may be adopted relative herelo

33. LIEN. In accordance with Texas Natural Resources Code 52.136, the State shall have a firs! lien upon all ol and gas produced from the
area covered by this lease to secure payment of all unpaid royalty and other sums of money thal 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 coniractual lien on and security interest in all leased minerals in and extracted from the leased premises, all proceads which may accrue 1o
L-nu 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 1o the

d premi used in connection with the production or processing of such leased minerals in order 1o secure the payment of all royalties or other
amounts due or 1o become due under this lease and to secure payment of any damages or loss that Lessor may suffer by reason of Lessee's breach of
any covenant or condition of this lease, whether express or implied. This lien and security interest may be foreclosed with or without court proceedings in
the manner provided in the Title 1, Chap. 9 of the Texas Business and Commerce Code. Lessee agrees that the Commissioner may require Lessee lo
execute and record such instruments as may be reasonably y lo acknowledge, attach or perfect this lien. Lessee hereby represents that there
are no prior or superior liens arising from and relating lo Lessee’s aclivities upon the above-described property or from Lessee's acquisition of this lease
Should the Commissioner at any time determine thal this representation is not irue, then the Commissioner may declare this lease forfeited as provided
herein.

34, POOLING. Lessee is hereby granted the right to pool or unitize the royalty interest of the owner of the 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 Stale under this lease
pursuant lo 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
execution requirements stated in Texas Natural Resources Code 52,162

38. IND!HNITV Lessee hereby releases and discharges the State of Texas and the owner of the soll, their officers, employees, pariners,
agents, contracts tors, guests, invitees, and their respective successors and assigns. of and from all and any actions and causes of action
of every nature, or oihcr ham, including environmental harm, for which recovery of damages s sought, including, but not limited to, all losses and
expenses which are caused by the aclivities 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 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, 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, labilities, losses, damages, actions, personal injury (including death), costs and expenses, or other harm for which recovery of damages
is soughl, under any theory including fort, contract, or sirict 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 1o comply with any and all environmental laws; those arising
from or in any way related io 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 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 Lessee, ils directors, officers, employees, partners, agents, contraciors, subcontractors, guests, invitees, and their
respective successors and assigns. Each assignee of this Agreement, or an interes! therein, agrees 1o be liable for, exonerate, indemnify, defend and
hold harmless the State of Texas and the owner of the soil, their officers, employees, and agents in the same manner provided above in connection with
the 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 prevenl 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 leased premises, by any waste, pollutant, or contaminant. Lessee shall not bring or permit to remain on
the leased premises any asbestos containing materials, explosives, toxic materials, or substances regulated as hazardous wasles, hazardous malerials,
hazardous substances (as the term “Hazardous Substance” is defined in the Comprahensive Environmental Response, Compensation and Liability Act
(CERCLA), 42 U.5.C. Sections 9601, et seq. ), or toxic substances under any federal, state, or local law or regulation ("Hazardous Materials®), excep!
ordinary products commonly used in connaction 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 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 Nalural Resources Code 52 171 through 52 180, commonly
known as the Relinquishment Act, and other applicable statutes and amendments thereto, and if any provision in this lease does not conform to these
statutes, the statutes will prevail over any nonconforming lease provisions
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n’mmumphmmmmwwwnmmmuumummm 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 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 uniil 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 nol be binding upon the State uniess i
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 lo the General Land Office.

LESSEE
gy: Walter P. Roach%—’X\/ZC/

:‘.' %ﬂﬂ

BY:

Individually and as agent for the State of Texas |

Date: |
!
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STATE OF 4 (CORPORATION ACKNOWLEDGMENT)
COUNTY OF

BEFORE ME, the undersigned authority, on this day personally appearsd Vﬂ‘H’] (N, mudé{/\-

mm%’n’mmunnmumummw- AlF
| o W lhami and acknowledged 1o me that he
asiiotaid 0o niies o the panscsss i aanls pressed, in the capacity stated, and as the act and deed of said corporation

Given under oy hand and seat ot cos s e _ | 3™ auy ot

STATE OF
COUNTY OF

BEFORE ME. the undersigned authority, on this day p

known to me fo be the persons whose names are subscribed 1o the foregoing instrument, and acknowledged to me that they executed the same for the
purposes and consideration tharein expressed.

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

Notary Public in and for

STATE OF E:ﬂ QA " (INDIVIDUAL ACKNOWLEDGMENT)
county of Asaldanol
BEFORE ME, the undersigned authority, on this day personally appeared_Sherri Jones » in the capacities therein stated

ummmmuwmwhu-mum-wmmwmmmm.mmmaunmmm-mmuummm
purposes and consideration therein expressed.

Given undar my hand and seal of office this the /.3 #""“M 2007

Notary Public inandfor __ 7 ¥ ¥ ¢ S

STATE OF
county of fAsof l aqr ol
BEFORE ME, the undersigned authority, on this day personally appeared Judy Pape, in the copacities therein stated

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

Given under my hand and seal of office this the _7.3 %MMM. 207
KATHRYN L_ LOCKE —Kaddivugr X Airedeo .

(INDIVIDUAL ACKNOWLEDGMENT)

N o otes Notary Public in and for _ /224 @ .
- True and Correct
A" ‘W'T'-.\ copy of
2} Original filed in
J/  Reeve ‘
=¥ Clerks Office
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STATE OF %m (coapomnouacnmzmue:m
COUNTY OF u&.\w \ AN
BEFORE ME, the undersigned authority, on this day personally appeared Beves 7 Funi Q QQ&\&&M

known 1o me to be the person whose name s subscribed to the foregoing iInstruments as

of Petro-Hunt, LLC and acknowledged 1o me that he
executed the same for the purposes and consideration therein in the capacity stated, and as the act and deed of said corporation.
@mmmmmuummnzs mu‘x&mq&mgj
~ b
Q“ S Notary Public in and for
STATE OF (INDIVIDUAL ACKNOWLEDGMENT)

COUNTY OF

BEFORE ME, the undersigned authority, on this day p ity d

known to me to be the persons whose names are subscribed (o the foregoing instrument, and acknowledged to me that they exscuted 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

|
l BEFORE ME, the undersigned authority, on this day p y app
}
]
|

known to me (o be the p whose are subscribed to the foregoing instrument, and acknowledged 10 me that they executed the same for the
purposes and L therein exp d
Given under my hand and seal of office this the day of 20___
|
Notary Pubiic in and for
STATE OF (INDIVIDUAL ACKNOWLEDGMENT)
COUNTY OF

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

b known to me 1o 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 thersin expressed.

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

Notary Public in and for

Y PROVTSION HEREIN WHICH RESTRISTS THE SALE, RENTAL
OR USE BF THE DESCRIDED REAL PROPERTY BECAUSE OF COLOR

' : OR RACE IS INVALID AND UNENFORCEABLE UNOER FEDERAL
FILE NO. 823 o
FILED FOR RECORD ON THE __ 23RD DAY OF FERRIARY A.D. 2007 _2:59 p M.
DULY RECORDED ON _ 2BTH  pay or FEBRUARY A.D. 2007 _2.00 _p. M.

/
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Date Filed:
Jerry E. P

By

CERTIFIED TRUE AND CORRECT COPY CERTIFICATE
STATE OF TEXAS

COUNTY OF REEVES

The above and foregoing is a full, tue and corregt phatographic copy of the

original record now i my lawiyl custody and possession, as the same is

lled'recorded jn the public records of my office, found in VOL. 757

PAGE_186 Tirr 195 * "ty PUBLIC
RECORDS

I heraby certified on___ 4

Y% DIANNE O. FLOREZ, COUNTY cLERK
{ RERVES COUNTY,
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FILE# 827

Relinquishmaent Act Lease Form Paid-Up

Ll e R e
wye State of Texgy

Austin, Texas

OIL AND GAS LEASE

THIS AGREEMENT is made and entered into this__Jrd day of
by and through its agent, Jonn
of 1121 Circle Drive, De Queen, Adkansas 71832
(Give Permanent Address )
said agent herein referred 1o 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 calied Lesses.
(Give Permanent Address)

2007 . betwsen the State of Texas, acting

1. GRANTING CLAUSE. For and in consideration of the amounts stated balow and of the covenants and sgresments 1o ba paid, kept
performed by Lessee under this isase, the State of Texas acting by and through the owner of the soll, hersby grants, leasas and lets unto Lesses,
umwwymdmmmmwmumg- laying pipe lines, bullding tanks, storing oil and building

stations, telephone lines and other duce, save, take care of, treat and transport said products of the lease, the following
situated in Reaves C«.msuhdhmb-vll

PR

ﬁ

EAST-HALF OF THE NORTHWEST QUARTER (E/2 NW/4) OF SECTION 30, BLOCK 58, PSL SURVEY

ing 80 acres, mone of less. The bonus consideration paid for this lease is as follows

To the State of Texas: Seven Hundred Fifty and No/100
Dollars_(3750.00)

To the owner of the soil: Seven Hundred Fifty and No/100
Dollars ($750.00)

Total bonus consideration: One Thousand Five Hundred and No/100
Dollars ($1.500.00)

The total bonus consideration paid represents a bonus of _Thres Hundred and No/100
Dollars (330000 ) peracre, on -] net acres.

2. TERM. Subject to the other provisions in this lease, this lsases shall be for a term of _Three (3) ysars from
this date (herein called “primary term”) and as long thereafter as oll and gas, or sither of them, is produced In paying quantities from said land. As used
in this lease, the temm “produced in paying quantities” means that the receipts from the sale or other authorized commaergial use of the substance(s)

d Corract
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" covered exceed out of pocket operational expenses for the six months last past.

:mvmuhﬁmwm
B e e L S S LTI C T RO

Bank, at
or its successors (which shall continue as the depository regardiess of changes in the ownership of said land), the amount specified below, -trredditon,

one-ttryearirom-said-date: Payments under this paragraph shall be in the following amounts:

To the owner of the soll. Two and 50/100
Dollars ($.2.50 )
To the State of Texas: Two and 50/100
Dollars ($2.50 )
Total Delay Rental. Twenty and No/100

Dollars ($5.00 )
lnlhmw\ﬂmdqnnhmm%M.hmd-ﬂthMhdemm
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 Lesses, 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) should
cease to exist, suspend business, liquidate, fall or be succeeded by another bank, or for any reason fail or refuse to accept rental, Lessee shall not be

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

4. PRODUCTION ROYALTIES. mmuummmw»mumbuwnmnmdmm
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 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 hereinafter provided,
shall be 1/4___ part of the gross production or the market value thereof, 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 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 procseds of the sale thereof, whichever is the greater. Lessee agrees that before
any gas produced from the leased premises is sold, used or processed in & plant, it will be run free of cost to the royaity owners through an adequate ol
mwmumm or other equipment at least as efficient, so that all liquid hydrocarbons recoverable from the gas by such means
will be . The requi that such gas be run through & separator or other squipment may be waived, in writing, by the royaity owners upon
mmwm-mm

(B) NON PROCESSED GAS. Royalty on any gas (including flared gas), which is defined as all hydrmcarbons and gaseous substances
not defined as oil in subparagraph (A) above, Mm-wudmmmt-uu-wmmwummhnw

for the extraction of gasoline, liquid hydrocarbons or other products) shall be 14 part of the gross products th f, st the
option of the owner of the soil or the Commiasioner of the General Land Office, mmwuu—nmmwmmmamm
gas of comparable quality in the general area where produced and when run, of the gross price paid or offered to the producer, which in the g

Wmdhmmw—nbnhmm;-mubﬂ“rﬂﬂm&mmuumwmmm:
and the standard base temperature shall be sixty (60) degrees Fahrenheit, cormection to be made for pressure according to Boyle's Law, and for specific
gravity according to tests made by the Balance Method or by the most approved method of testing being used by the industry at the time of testing

(C) PROCESSED GAS. Royalty on any gas processad in @ gasoline plant or other plant for the recovery of gasoline or other liquid
hydrocarbons shall be 1/4 part of the resiiue gas and the liquid hydrocarbons exiracted or the markel value thereof, at the option of the owner
of the soil or the Commissioner of the General Land Office. All royalties due herein shall be based on one hundred percent (100%) of the total plant
production of residue gas attributable to gas produced from this lease, and on fifty percent (50%), or that parcent accruing to Lesseas, whichever is the
greater, of the total plant production of liquid hydrocarbons sttributable to the gas produced from this lease; provided that if liquid hydrocarbons are
recovered from gas processed in a plant in which Lessee (or its parent, subsidiary or affillate) owns an interest, then the percentage applicable to liquid
hydrncarbomnulhMmtﬁﬂamwmmﬂbaMmeMMMMam
agreament negotiated at arm'’s length (or if there is no such third party, the highest percent then being specified in p in
the induslry), whichever is the greater, MWMNmewmthmbﬂ]hwm
price paid or offered for any gas (or liquid hydrocarbons) of comparable quality in the general arsa, 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 lesa than the royalties which would have been due had the gas not been processed

(D) OTHER PRODUCTS. Royalty on carbon black, sulphur of any other products produced of manufectured from gas (excepting liquid
hydrocarbons) whether said gas be “casinghead,” “dry,” or any other gas, by fractionating, buming or any other p ing shall be 1/4 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 markel value to be determined as follows: 1) on the basis of the highes! markel price of each product for the same month in which such product is
produced, or Z) on the basis of the average gross sale price of sach 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
mywummuhmhmmumhuMmmmnuwmmywwwm there shail be
due and payable on or before the last day of the month i ‘ y date of this lease a sum squal to the total annual rental less the
amount of royalties paid during the preceding year. lm:duh—mmwnwwmmhmmdm
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paragraph, the delay rental amount shall be one dollar ($1,00) per acre

8. ROYALTY IN KIND. Notwithstanding any other provision in this lease, at any time or from time to time, the owner of the soil or the
Commiasioner of the Ganeral 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 royalties accruing to such royalty ownar under this lease be made in kind. The owner of the soll's or the Commissionar of the Genaeral
Land Office’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 Offica’s rights
of Lassesa’'s obligations, whather express or implied, under this lease.

7. NO DEDUCTIONS. Lessae 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 hersunder mady for sale of use. Lesses agrees to compute and pay royaltes on the gross value received. including any meimbursements
tor taxes and production mlated 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 consant of
the owner of the soil and the Commissioner of the General Land Office, Lesses may recycle gas for gas It purposes on the leased premises or for
Injection into any oll or gas producing formation undertying the leased premises after the liquid hydrocarbons contained In the gas have been removed.
no royalties shall ba payable on the recycled gas until I is produced and sold or used by Lesses in @ manner which entitles the royalty owners to a
royalty under this lease.

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

Paymaent of royalty on production of oil and gas shall be as provided in the rules set forth in the Texas Register. Rules currently provide that royalty on oil
Is due and must be received in the General Land Office on or before the 5th day of the second month succeeding the month of production, and royalty
on gas is due and must ba received in the General Land Office on or bafore the 15th day of the sacond month succeeding the month of production,
accompanied by the affidavit of the cwner, ger or other authortzed agent, pileted 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 markel valus of the oll and gas, together with & copy of all documents,
fecords or reports confirming the gross production, disposition and market value including gas meter readings, pipeline receipts, gas line receipts and
mm«mummmmmm.mummmhapw.mmmmum
mmwmmmmhmnmmmmmmm-mumu.wuw
1o act for the Lessee hamin must be filed in the General Land Office Each royaity payment shall be accompanied by a check stub, schedule, summary
ummmmwumwmwmwmmdwmwmmm.nunnpm
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 52500, 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 panalty, royaities shall sccrue interest at & rate of 12% per year; such interest will begin to accrue when the royalty is sixty (80) days overdue
Affidavits and supporting documents which ame not filed when due shall incur @ penalty In an amount set by the General Land Office administrative rule
MhMmhMMhMumeM.h“M“dmmmwm
foyaities to be paid as prescribed by the dus date provided hersin. Payment of the delinquency panalty shall in no way operate to prohibit the State's
mmam-mwumuumnmmmmmwu.mmmmmmmm
cases of lite dispute as to 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. Lesses shall annually fumish the Commissioner of the Genaral Land Office
with its best possible estimate of oil and gas resarves underlying this lease or allocable o this lease and shall fumnish said Commissioner with copies of
all contracts under which gas is sold or p d and all subsaquent ag s and diry to such contracts within thirty (30) days after
entering Into or making such contracts, agreements or amendments. Such contracts and ag ts whan ived by the G | Land Office shall be

mmmwmdhumpmmwmmummmmwmuuuﬁ
tanks, pools, meters, and pipelines shall at all times be subject to Inspection and examination by the Commissioner of the General Land Office, the
Attorney General, the Govemor, or the represantative of any of them.

(B) PERMITS, DRILLING RECORDS. Written notice of all operations on this lease shall be submitted to the Commissioner of the
GomrulL.muOfllubymwwh(ﬂ)mbﬁnmﬂd&.m.m,m%mmmmdw
wuuuh.mmmnuwwmmmmuwmmummﬂ.mdm
tests, completion reports and plugging reports shall be supplied to the Ganeral Land Office at the time they are filed with the Texas Railroad
c«m.nm,m.MWMMMMMuumMﬂmhwmanw
ue-memummmmmmmummwhnum,hmmw
Commission rules, any signage on the leased premises for the purpose of identifying wells, tank batteries or other associated improvernants to the land
must aiso include the word “State.” Lessee shall supply the General Land Office with any records, memoranda, accounts, reports, cuttings and cores, of
wmmuhwdumm.mmumwummeanm
herein expressly provided for. Lessee shall have an electrical and/or radicactivity survey made on the bors-hols 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 transmit a true copy of the log of sach survey on each well
to the General Land Office within fifteen (15) days after the making of said survey.

(C) PENALTIES. Lessae shall incur a panalty whenever reports, documents or other materials are not filed in the General Land Offics

when dus. The panalty for late filing shall be set by the General Land Office sdministrative rule which is sffective on the date when the materials were
due in the Genaral Land Office

11.mmmmmmmmn.mnmmwmwwww
production of oil or gas on said land, Lesses should drill & dry hole or holes therson, or if during the primary term hereof and after the discovery and
actual production of oll or gas from the'leased premises such production thersof should ceass from any cause, this leass shall not terminate ¥ on or
mmwummmmmamawwm«mumme«uma
reworking operations themon, or pays of tenders the next annusl delay rental in the same manner as provided in this lease. i, during the last year of the
primary term or within sixty (60) days prior thereto, a dry hole be completed and abandoned, or the production of ofl or gas should cease for any cause,
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Lessee's rights shall remain in full force and effect without further operations until the expiration of the primary tenm; and if Lesses has not resumed
mhmwunwdmmmmmmumwmmmh
operations pursuant to Paragraph 13, using the expiration of the primary term as the date of cessation of production under Paragraph 13. Mﬂnw
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, Lessee may
resume payment of the annual rental in the same manner as provided herein on of bafore the rental paying date following the axpiration of sixty (60)
days from the date of compiletion 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 lterm or any time thereafter @ 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 temm. neither ol nor gas is baing
produced on said land, but Lessee is then engaged in drilling or reworking operations therson, 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 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 thereafter as oil and/or gas is produced
in paying quantities from said land, or paymant of shut-in ol or gas well royalties or compensatory royalties is made as provided in this lease.

13, CESSATION, DRILLING, AND REWORKING. If, after the axpiration 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 terminate if Lesses commences additional drilling or reworking
mm-wm)my.mm_m and this lease shall remain in full force and effect for so long as such operations continue in good
faith and in workmanlike without | ptions totaling more than sixty (60) days. If such dnilling or reworking operations result in the production
of oil or gas, the lease shaill remain in full force and effect for 80 long as oll or gas is produced from the leased premises in paying quantities of payment
of shut-in oil or gas well royalties or payment of compensatory royalties is made as provided hemin or as provided by law. If the drilling or reworking
operations result in the completion of @ well as a dry hole, the lease will not terminate if the Lesses commences additional drilling or reworking
operations within sbdy (60) days after the compilation of the well as a dry hole, and this lease shall remain in effect so long as Lessee continues drilling or
reworking operations in good faith and in a workmanlike manner without interruptions totaling more than sixty (60) days. Lessee shall give written notice
to the General Land Office within thirty (30) days of any cessation of production.

14. SHUT4N ROYALTIES, For purposas of this paragraph, “well" means any well that has been assigned & well number by the siate sgency
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, @ well capabile 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 @ sultable market, then Lesses may pay as a shul-in oil or gas royalty an amount equal to
double the annual rental provided in the leasa, bul not less than $1,200 a year for sach well capable of producing ol or gas In paying quantities. I
Paragraph 3 of this lease does not specify a delay rental amount, then for the purp 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 royaity must be paid on or before: (1) the expiration of the primary term, (2) 60 days after
the Lessee ceasas 10 produce oll or gas from the leasad premises, or (3) 60 days after Lessee completes & drilling or reworking operation in accordance
with the lease provisions; whichever date is latest. Such paymaent 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 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 sultable market for the oll or gas exists, Lesses may extend the lease for four
more successive panods of one (1) year by paying the same amount sach year on of bafore the axpiration of each shut-in year.

16. COMPENSATORY ROYALTIES. If, during the pariod the lease is kept in effect by payment of the shut-in ofl or gas royalty, oll 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, or in any case in which drainage is occurring, the right to continue to maintain the lease by paying the shul-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 lease for four more
woooumyunwmemquumehmmdmmmdmmmnmum
the drainage or which is completed in the same producing reservoll and within one thousand (1,000) feet of the leased p L The comp
royaity 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, wmonu
before the last day of the month foliowing the month in which the oil or gas is produced from the well causing the drainage or thal is compieted in the
same producing reservolr 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 o gas royalty, Lessee shall pay an amount equal to the difference within thirty (30) days from the end of the
12-month paeriod. Compensalory royalty payments which are nol timely paid will accrue penalty and interest in sccordance with Paragraph 9 of this
lease None of these provisions will relieve Lesses of the obligation of masonable development nor the obligation to drill offset wells as provided in
Texas Natural Resources Code 52.173; however, at the determination of the Commissioner, and with the Commissioner's written approval, the payment
of compensatory royalties can satisfy the obligation to drill offset wells,

18, mmmmqmduu—uhm after & wall producing or capable of producing ol or
gas has been pieted on the & d Lessee shall exercise the diigence of a reasonably prudent operator in drilling such additional well or
Mnmummhhmmdmmmmhmmmw

(A) VERTICAL. In the event this lease & in forcs and effect two (2) ysars after the expiration date of the primary or extended term & shall
then temminate 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 sach gas well capable of producing in paying quantities (including & shut-in oll 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 lo @ proration unit for each such producing well under the rules and regulations of the Railroad Commission of Texas, or any successor
agency, or other govemmental authority having jurisdiction, if &t any tme sfter the effective date of the partial termination provisions hereof, the
mmhunﬂ-nuwmdum-w-lunhheﬁdhmnmunmuwhmmnuuulmmbbt
production purposes, this lease shall thereupon terminate as to all acreage not thersafter allocated to said well or wells for production purposes.
Notwithstanding the termination of this lease as to a portion of the lands covered hersby, Lesses 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.

(BlHORIZDNTAI...lnmmMb—hhmm-ﬂdmﬂ)m“hwmdnmumml
shall further terminate as to all depths below 100 feet below the total depth drilled (hereinafter “deeper depths”) in sach well localed on acreag tained
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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 amount squal to one-half (1/2) of the
bonus originally paid as consideration for this leass (as specified on page 1 hareof). i such amount is paid, this lease shall be in force and effect as to
such desper depths, and said termination shall be delayed for an additional period of two (2) years and so long thereafter as oll or gas is produced in
paywng quantities from such deeper depths coversd by this lease.

(C) IDENTIFICATION AND FILING. The surfa L der a8 (o each well shall, as nearly as practical, be in the form of
ammmmmmhwu-udummm-muu, d by the C Ly dhmmmuwmn
mm)mawwmdubmuwmmmmmm- or taining a satisfactory
legal description of the acreage and/or depths not retained h der. The rded rok or a cartified copy of same, shall ba filed in the General
mmwwhmmmwnwmmmanumhmum i Lessee fails or refuses
to execute and rd such rel or rok within ninety (90) days after being requesied 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 releasad hersunder and record such
instrument at Lessea’s axpensa in the county or counties where the lease is located and in the official records of the General Land Office and such
designation shall b binding upon Lessae for all purposes.

17. OFFSET WELLS. Naither the bonus, delay rentals, nor royaities paid, of 1o be paid, under this lease shall relieve Lessee of his obligation
to protect the ol and gas undar the above-described land from being drained. Lesses, sublesses, Mumwhmmnidhm
premises shall drill as many welis as the facts may justify and shall use appropriate means and drill 1o a depth Y to prevent undue drainage of
umpmummhmlu-wupmumuwmmimudumm
or In any case where the leasad premises is being drained by production of oll or gas, the Lesses, sublesses, recsiver or other agent in control of the
leased premises shall in good faith begin the drilling of a wall or walls upon the leased premises within 100 days after the draining well or walls or the
wall or wells completed within 1,000 fest of the leased premises start producing in commercial quantities and shall prosscute such drilling with diligence.
rmummmmmm’muwwnmdumwm»m Only upon the determination

of the C LY of the G | Land Office and with his written approval may the paymaent of compensatory royalty under applicable statutory
parameters satisfy the obligation to drill an offsst well or wells required under this paragraph
18. FORCE MAJEURE. I, after a good faith effort, Lesses is prevented from complying with any exp o implied nt of this lease,

from conducting drilling operations on the leased premises, or from producing oll or gas from the eased premises by reason of war, reballion, riots,
sirikes, acts of God, or any valid order, rule or regulation of governmant authority, then while 80 preventad, Lassee’s obligation to comply with such
covenant shall be suspended and Lesses shall not be Rable for damages for fallure to comply with such covenants; additionally, this lease shall be
extended while Lessee is preventsd, by any such cause, from conducting driling and reworking operations or from producing ol of gas from the leased
premises However, nothing in this paragraph shall suspend the payment of dalay rentais in order to maintain this isase in effect during the prmary 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 agrees to defend litie to the leased premises. If the ownaer of the soil defaults
In paymaents owed on the isased premises then Lecsee may redesm the rights of the ownar of the soll in the isased premises by paying any mortgage,
taxes of other liens on the wased premises If Lessee makes payments on behalf of the owner of the soil under this paragraph, Lesses may recover the
cost of these payments from the rental and royalties due the owner of the soil.

20. (A) PROPORTIONATE REDUCTION CLAUSE. if the owner of the soil owns less than the entire undivided surface estate in the above
described land, whather or not Lessea's interes! is spacified herein, then the royalties and rental herein provided to ba paid to the owner of the soill shall
be paid to him in the proportion which his interest bears to the entire undivided surface estate and the royalties and rental hemsin provided to be paild to
the Commissioner of the General Land Office of the State of Texas shall be likewiss proportionately reduced However, bafore Lasses adjusts the
royaity or rental due to the Commissioner of the General Land Office, Lesses or his suthorized represantative must submit to the Commissionar of the
General Land Office a written statement which axplains the discrepancy betwsen the interest purportedly leased under this lease and the actual interest
owned by the owner of the soll. The Commissioner of the General Land Office shall be paid the value of the whole production aliocabile to any undivided
Interest not covered by a lease, less the proportionate development and production cost allocable to such undivided interest. However, in no svent shall
the Commissioner of the General Land Office receive as & royalty on the gross production allocable to the undivided interest not isased an amount less
than the value of one-sidteenth (1/16) of such gross production.

(B) REDUCTION OF PAYMENTS. i, during the primary term, a portion of the land covered by this isass is included within the boundaries
of & 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 15152154, or , st any time after the expiration of the prmary tem of the axtended term, this lease covers & lessar number of acres than the total
amount described herein, payments that are made on a per acre basis hersundes shall be reduced sccording 1o the number of scres pooied releassd,
surrendered, or otherwise severed, so thal paymaents determined on & per acre basis under the lerms of this leass during the prmary term shall be
calculated based upon the number of acres outside the boundaries of a pooled unit, or, if after the expiration of the prmary term, the number of acres
actually retained and coversd by this lease.

21. USE OF WATER. Lesssa shall have the right to use water produced on said land necessary for operations under this lease axcep! water
from wells or tanks of the owner of the soll; provided, however, Lasses shall not use potable water or water suitable for livestock or irigation purposes
for waterflood operations without the prior consent of the owner of the soll.

22. AUTHORIZED DAMAGES. Lessss shall pay the owner of the soll for demages caused by its operations 1o all parsonal property,
improvements, livestock and crops on said land

23. PIPELINE DEPTH. When requasted by the owner of the soll, Lesses shall bury s pipaiines below plow depth

24. WELL LOCATION LIMIT. No well shall be drilled nearer than two hundred (200) feet to any housa or bam now on said premises without
the written consent of the owner of the soil.
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25. POLLUTION. In developing this area, Lessee shall use the highes! degres of care and all proper safeguarnds to prevent pollution. Without
limiting the foregoing, poliution of coastal wetlands, natural waterways, rivers and impounded water shall be prevented by the use of ‘containment
facilities sufficient to prevent spillage, mummm In the event of pollution, Lessee shall use all means at its disposal to
| recapture all escaped hyd b or other p nt and shall be responsible for all damage to public and private properties. Lasses shall build and
mwmhmmnwmmmmm»-hmmwmmum and upon
completion or abandonment of any well or wells, Lassee shall fill and level all slush pits and cellars and completaly cean 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, botties, paper cups of 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 presantable.

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, inciuding the right to draw and remove casing, within one hundred twenty (120) days after the axpiration or the
termination of this lease unless the ownar of the soil grants Lesses an extansion of this 120-day perod. However, Lasses may not remove casing from
any well capable of producing oil and gas in paying quantities. Additionally, Lesses may not draw and remove casing until after thirty (30) days written
notice to the Commissioner of the General Land Office and to the owner of the soil. The owner of the soil shall become the owner of any machinary,
fixtures, or casing which are not timely removed by Lesses under the terms of this paragraph.

| 27. (A) ASSIGNMENTS. Under the conditions contained in this paragraph and Paragraph 26 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 sxtend 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 effectiveness of any
act parformed by Lesses. And no change or division in ownership of the land, rentals, or royalties shall bind Lesses for any purpose until thirty (30) days
| after the owner of the soil (or his heirs, devisees, legal representatives or assigns) fumishes the Lessee with satisfactory written evidence of the change

in ownership, including the original recorded muniments of titke (or @ certified copy of such original) when the hip d b of a

wmmAw«wmdmmmmmmuhmmmmmmauw s
| mmumummummhm-nwmdnmhmmwhmmmuw
as beh | 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
mhmwmmﬁh“m“mmmnmwum however, if the assignor or assignee does not file a cenified
copy of such assignment in the Ganeral Land Office bafore 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 10 the State by the
original lessee or any prior assignes of the lease, Including any liabilities to the State for unpaid royalties.

(B) ASSIGNMENT LIMITATION. Notwithstanding any provision in Parsgraph 27(a), if the ownar 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 Offica, this lsase is void as of the time of assignment
and the agency power of the owner may be forfeted by the Commissionar. An assignment will be treated as if R ware made to the ownar of the soil if the
assignese s

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

(2) & corporation or subsidiary in which the owner of the soil is a principal stockholder of is an employ
(3) a partnership in which the owner of tha soil is a partner o is an employse of such a partnership;
(4) & principal stockholder or employee of the corporation which is the owner of the soil;

(5) a partner or amployee 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, executor, administrator, receiver, or conservator for the
owner of the soll; or

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

of such a corporation or subsidiary,

28. RELEASES, mmmmmmmmwn u-w-mmmmumrbm
owner of the sod and place of record a release or releases covering any portion or porth pr as, and thereby surrender this lease as
nmwupumwumduwmuummuwmdmm-mmn
delay rental due under this lease shall be reduced by the proportion that the surmendered acreage bears 0 the acreage which was coversd by this iease
immediately prior to such surrander, however, such relaasa will not relieve Lassee of any llabiiities which may have accrued under this lease prior 1o the

der of such

age.

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 whers the land is situated, and the recorded instrument, or & copy of the recorded instrument cerdified 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. If any such assignment is not so filed, the rights acquired under this lsase shall be subject to forfelture at the option of the
Commissioner of the G | 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 paid for the execution of this lease and the rights and duties of the parties. Any collateral
agreaments concaming the development of oll and gas from the leased premises which are not contained In this lease rendaer this lease invalid.

31. FIDUCIARY DUTY. The owner of the soll 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 soll is obligated to put the State’s
interests bafore his personal interests.

32. FORFEITURE. If Lessas shall fail or refuse to make the payment of any sum within thirty days after it bacomes due, or If Lessee or an
authorized agent should knowingly make any false retumn or false report conceming production or drilling, or if Lessee shall fail or refuse to drill any
{ offsat 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 Lesses
should fail to file reports in the manner required by law or fail to comply with rules and regulations promuigated 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 fall or refuse to give cormect information to the proper authority, or knowingly fall or refuse to furnish the General
Land Office a comect log of any well, or if Lassee 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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Cormm.wmmmnmmmwummmum-m,wmmu-mmlwu
subject to lease under the terms of the Relinquishment Act. Howaver, nothing herein shall be construed as walving the automatic termination of this
leass by oparation of law or by reason of any special limitation arising hereunder. Forfeitures may be set aside and this lease and all rights thereunder
reinstated betfore 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 hersto

33, LIEN. In mccordance with Texas Natural Resources Code 52.136, the State shall have a first llien upon all ol 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, Lesses 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 ased minerals in and exiracted from the leased premises, all proceeds which may accrus to
Lessee from the sale of such leased minerals, whether such procesds are hakd by Lessee or by a third party, and all fadures on and improvemaents 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 of to becoma due under this leass 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 sxpress or implied. This len and security interest may be foreciosed with or without count proceedings in
the manner provided in the Titke 1, Chap. 9 of the Texas Business and Commerce Code. Lessee agrees that the Commissionsr may require Lessee to
exacute and record such instrumants as may be ably y to acknowledge, attach or parfect this llen. Lesses hereby represants that there
are no priof of supenor liens arising from and relating to Lessse's activities upon the above-describad proparty or from Lesses's scquisition of this leass
Should the Commissioner at any time determine that this representation is not true, then the Commissioner may declare this lease forfeited as provided
herein.

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

35, INDEMNITY. Lessee hereby releases and discharges the State of Texas and the owner of the soll, their officers, employses, partners,
agents, contractors, subcontractors, guests, invitees, and their respective successors and assigns, of and from all and any actions and causes of action
of avery nature, or other ham, including environmental hamm, for which recovery of damages Is sought, including, but not fimited to, all losses and
expensaes which are caused by the activities of Lesses, its officers, employees, and agents arising out of, incidental to, or resulting from, the operations
of or for Lessea on the d isas h der, or that may arise out of of ba oocasioned by Lessee's breach of any of the terms or provisions of this
Aomtubynwﬂhmmummnumdm Further, Lesses hereby agrees to be liable for, exonerate, indemnify,
defend and hokd harmiess the State of Texas and the owner of the soll, their officers, employses and agents, their sucoessors or assigns, against any

hmM.undvaMMMMorwﬂhbm Inciuding attorneys’ fees and other legal expenses, including those related to
environmental hazards, on the leassd 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 Lesses's activities on the lsased premises; those arising from Lessee's use of the
unhuum-b-nmwmmmmuduummwmmumdhmumdmm
or any other act or omission of Lessee, s directors, officars, employees, %, agents, , subcontraciors, guests, invitees, and their
respective successors and assigns. wmdmhmummm wbh-hbhbf exonarate, iIndemnify, defend and
hold harmiess the State of Texas and the owner of the soll, their officers, employeas, and agents in the same manner provided above In connection with
the activities of Lessee, its officars, employees, and agents as described above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF
ruemmmmmmummmmmwmnmmumwmmv
WITHOUT REGARD TO THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXISTING CONDITIONS), STRICT LIABILITY, OR THE
W&mnmmpmmmmmwmmrmmmm
BE SOLE, JOINT, CONCURRENT, ACTIVE, OR PASSIVE.

36. ENVIRONMENTAL HAZARDS. Lesseo shall use the highest degree of care and all reasonable safeguards to prevent contamination or
pollution of any environmental medium, including soil, surface waters, groundwater, sediments, and surface or subsurface strata, ambient air or any
other environmental medium in, on, or undar, the leased premises, by any waste, poliutant, or contaminant. Lessee shall not bring or psrmit to remain on
the leased premises any asbestos containing materials, axplosives, toxic materials, or substances regulated as hazardous wastes, hazardous materials,
hazardous substances (as the term “Hazardous Substance” is defined in the Comprehensive Environmental Response, Compensation and Liability Act
(CERCLA), 42 U.5.C. Sections 9601, et saq ), or toxic subst; under any federal, state, or local law or regulation ("Hazardous Malterials”), except
ordinary products commonly used in connection with oil and pas exploration and development oparations 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

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 statutes and amendments thareto, and i any provision In this lease doss not conform to these
statutes, the statutes will prevail over any nonconforming lease provisions.
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38, EXECUTION. This oll and gas lease must be signed and acknowledged by the Lessee before it is filed of record in the 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 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 fled 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 uniess 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 to the General Land Office.

LESSEE p
gy, Walter P. Roach W(Z/(__,

Tile: Yice President H
w2/27/02  h "

hnnie Vance Brock
Individually and as agent for the State of Texas

o ~»

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:

True and Correct
i

cODyvy
Yy
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STATE OF (CORPORATION ACKNOWLEDGMENT)

uFW&hWM.mummw%mM

known 1o me to be the person whose name is subscribed to the foregoing instr. 1]
of and acknowledged to ma that 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 my hand and sesl of office this the __| S mu‘%a@%_ 20017

STATE OF %nm/ (INDIVIDUAL ACKNOWLEQGMENS) v
comrvor Jludh :

kmhmhhhmﬂmmnmb“hmmmwwmm ’
purp and i therein axp d

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

Notary Public in and for

STATE OF m.m)_ (INDIVIDUAL ACKNOWLEDGMENT)
conyoF S8 o

BEFORE ME, the undersigned .m“mgﬂyw
w Qe S N W

mumnuummmmnwﬁunmmmmummmmnmmm
purposes and consideration therein expressed.

Vs nﬁ l ARLA ; |
4 m.“",,, Ao
L’fﬂ':.  eptemoe! 22, 2008 )

STATEOF ____ == (INDIVIDUAL ACKNOWLEDGMENT)
COUNTY OF _

BEFORE ME, the undersigned authority, on this day ally app d

mhmbhhmmmm%nhmm.mwhmummhmvh
purposes and consideration tharein axpressed.

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

Notary Public in and for

JOY PRONTSION HEREWH WHOCH RESTRIETS THE SALE, RENTAL,
OR USE O THE DESCRIDED AEAL PROPERTY BECAUSL OF COLOR
FILE No._ 827 OF RACE IS VAL AND UNENFORTEARLE UNDER FEDERAL

T
FILED FOR RECORD ON THE Z23RD DAY oF FEBRUARY A.D. 2007 2:59 P, W
DULY RECORDED ON "28TH DAY OF FEBRUARY A.D. 2007 2:00 P, M.
q Tyn T Ty
Yy 1@[@_& _)rt (0 A owwur DIANNE O. FLOREZ, COUNTY CLERK

= S—
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(c 0¥ (A

AU X [0S

Ay

Al

Jerry E. Patterson, Commissioner

Date Filed:

By

CERTIFIED TRUE AND CORRECT COPY CERTIFICATE

STATE OF TEXAS

COUNTY OF REEVES

The above and foregoing is a full, frue and correct photograghic copy of the
original record now in my lawfui custody and possession, as the s_yiagQTis

fedirecorded in the public records of my office, found in VOL
PAGE_224THRU_232 OFFﬁE{:B{tD UBLIC

| hereby centified on ___ & 12572007

DIANNE O. FLOREZ, COUNTY CLERK

REEVES COU

B M DEPUTY
0 FLORES
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FILE# 821

PAID_UP

FRRGTE Tne TR 0K it I e Rl SR TG LY
wye 2tate of Tey,

Qustin, Texas

OIL AND GAS LEASE

2008 | batween the State of Texas, acting

THIS AGREEMENT is made and entered into this_27th __ day of
by and through its agent,
of 28 Piliow Road, Austin, Texas 78745

(Give Parmanent Address)
sald agent harsin referred 1o as the owner of the soil (whether one or more), and Petro-Hunt, LLC

of _1601 Eim Street, Sulte 3400 Dgllas, Toxas 75201-7201

(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 Lesses 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 oll and gas, laying pipe lines, buiiding tanks, storing oil and building
stations, telephone lines and other structures therson, to produce, save, take care of, treat and transport said products of the isase, the following
situated in Reeves County, State of Texas, to-wit:

hereinafier called Lesses

EAST-HALF OF THE NORTHWEST QUARTER (E/2 NWi4) OF SECTION 30, BLOCK 58, PSL SURVEY

containing _80 acres, more of lass. Tha bonus consideration paid for this lease is as follows t

To the State of Texas: Seven Hundred Fifty and No/100
Dollars (§750.00) |

To the owner of the soil: Seven Hundred Fifty and Na/100
Doltars ($750.00)

Total bonus consideration: One Thousand Five Hundred and No/100 |

Dollars ($1.500.00) |

The total bonus consideration paid represents a bonus of _Three Hundred and No/100
Dollars ($30000  Vperscre,on§ _ nelacres.

2 TERM. Subject to the other provisions in this leass, this lease shall be for a term of years from
mmmmmm’)m-wm-dnmw.n-ﬂm-Mhmwmwm As used
In this lease, the term “produced in paying quantities” means that the receipts from the sale or other ¥ jal use of the s (8)

True and Correct

. & O of
k/sk:\ ! L‘\"-m‘wn
/ > by

Llerks Office
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7 covered exceed out of pocket operational expenses for the six months last past.

1mvmummmm
wniesT-onor-bolore-sush-anmvemery-dete-tossoe-shel-pey-ortonder-to-the-ownerof-the-so-orto-ms-eredil in the This § 3 Daid up lease

Bank, at .
or its successors (which shall continue as the depository regardiess of changes in the ownership of said land), the amount specified below dn-addien—
Letsae-shai-pay-ortenderto-the-GEMHGEHENER-GF—HH-GENTR AT AN GF OO FHE O TATE-OF FEMAS AT ADOTIN-FEMAS e yormrom—

one-tH-yoarbmm-cald-dala. Payments under this paragraph shall be in the following amounts.

To the owner of the soil: Two and 50/100
Dollars ($.2.50 )
To the State of Texas: Two and 50/100
Dollars ($2.50 )
Total Delay Rental: Five and No/100
Dollars ($5.00 )
In & like manner and upon like payments or tenders annually, the commencement of a weil may be further deferred for successive periods of one (1)
year sach during the primary term. All payments or tenders of rental 1o 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 successor bank) should
cease (o exist, suspend business, liquidate, fail or be succeeded by another bank, or for any reason fall or refuse 1o accept rental, Lessee shall not be e

heid in defaull for failure to 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 paymants or tenders.

4. PRODUCTION ROYALTIES. Upon production of oll and/or gas, mwhmumﬂhhmmumdhm
provided for in this lease to the C ! of the G« | Land Office of the State of Texas, at Austin, Texas, and one-half (1/2) of such royalty 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 hereinafter provided,
shall be 1/4 __pan of the gross production or the market value thereol, al 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 thersof offered or
paid in the general area where produced and when run, or J) the gross proceeds of the sale thereof, whichever is the greater. Lessee agrees that before
any gas produced from the leased premises is sold, used or processed in a plant, it will ba run free of cost to the royalty owners through an adequate oil
and gas separator of conventional type, or other equipment at least as efficient, so that all liquid hydrocarbons recoverable from the gas by such maans
will be 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.

(B) NON PROCESSED GAS. Royalty on any gas (including flared gas), which is defined as all hydrocarbons and g sub

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 or the market value thereof, at the
option of the owner of the soil or the Commissioner of the General Land Office, such value to be based on the highes! market price paid or offered for
gas of comparable quality in the general area where produced and when run, or the gross price paid or offered to the producer, whichever is the greater,
provided thal the maximum pressure base In measuring the gas under this lease shall not al any time exceed 14 65 pounds per square inch absolute,
and the standard base lemperature shall be sixty (80) degrees Fahrenheil, cormection to be made for pressure according to Boyle's Law, and for specific
gravity according to tests made by the Balance Method or by the most approved method of lesting 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
hydrocarb 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 royaities due herein shail be based on one hundred percent (100%) of the lotal plant
production of residue gas atiributable to gas produced from this lease, and on fifty percent (50%), or that percent accruing to Lessee, whichever is the
greater, of the lotal plant production of liquid hydrocarbons sttributable to the gas produced from this lease; provided that if liquid hydrocarbons are

d from gas p ed in a plant in which Lessee (or its parent, subsidiary or affillale) owns an interest, then the percentage applicable to liquid
hydrocarbons shall be fifty percent (50%) or the highes! percent accruing to a third party processing gas through such plant under a processing
agreement negotiated at arm's length (or if there is no such third party, the highest percant 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 highes! 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
1 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, wwwwmmmummmw(mm
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, ummdu»mudmwammnmmdmommom
{ 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 sach 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 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 lotal annual rental less the
amount of royaities paid during the preceding year. If Paragraph 3 of this lease does not specify a delay rental amount, then for the purposes of this

e

- - — A —— Tp = e — "3 » R

True and Correct

copy of
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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 or from time lo time, the owner of the soil or the
Cormmasioner of the General Land Office may, at the option of aither, upon not less than sixty (60) days notice to the holder of the lease require that the
paymaent of any royalties accruing to such royalty owner under this leass be made in kind. The ownaer 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 axpress of implied, under this lease.

7. NO DEDUCTIONS. mwmammmummmmmummummm
the cost of producing g, storing, sep: g, treating, o Q. compressing, processing, transporting, and otherwise making the oll, gas and
mmmmu-ﬁum L—-whmmWWMhmmMMwm
for severance taxes and production related costs.

twmmuecvmmmwmummmo-nmwum-mmmdmyw
used to p gas pr d h der in any processing plant. Notwithstanding any other provision of this lease, and subject 1o the written consent of
the owner of the soil and the Commissionar of the General Land Office, Lessae may recycle gas for gas it purposes on the leased premises or for
injection into any oil or gas producing formation undertying the leased premises afiler 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 @ manner which entities the royalty owners to &
royalty under this lease.

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

Payment of royalty on production of ofl 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 received in the General Land Office on or before the Sth day of the second month succeading the month of production, and royaity
on gas is due and must be received in the General Land Office on or bafore the 15th day of the d month ding the month of production,
accompanied by the affidavit of the owner, manager or other authorized agent, completed in the form and manner prescribed by the General Land Office
and showing the gross amount and disposition of all oll and gas produced and the market value of the oil and gas, together with a copy of all documents,
records or reports confirming the gross production, dispasition and market value including gas meter readings, pipeline receipts, gas line receipts and
other checks or memoranda of emount produced and put into pipelines, tanks, or pools and gas lines or gas storage, and any other reports or records
which the General Land Office may require to verify the gross production, disposition and market value. In all cases the authority of a manager or agent
to act for the Lessee herein must be filed in the General Land Office. Each royalty payment shall be accompanied by a check stub, schedule, summary
or other remittance advice showing by the assigned General Land Office lease number the amount of royalty being paid on each lease. If Lesses 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
g 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 @ penalty, royalties shall accrue interest at a rate of 12% per year, such interes! will begin to accrue when the royalty is sixty (60) days overdue
Affidavits and supporting documents which are not fled 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 hersin. Payment of the delinquency penalty shall in no way operate to prohibit the State's
right of forfeiture as provided by law nor act to postpone the date on which royalties were originally due. The above penalty provisions shall not apply in
cases of title dispute as to the State's portion of the royalty or to that portion of the royalty in dispute as to fair market value.

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 undertying this lease or allocable to this lease and shall fumish said Commissioner with coples of
all contracts under which gas is sold or processed and all subsequent agr nts and dments 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 Lesses. All other contracts and records pertaining to the production,

tanks, pools, meters, and pipelines shall at sll times be subject to inspection and examination by the C ins of the G I Land Office, the
Attornay Ganeral, the Governor, or the representative of any of them.

(B) 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-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 Commiasion forms for application to drill. Copiles of well
tests, completion reports and plugging reports shall be supplied to the General Land Office at the time they are flled with the Texas Rallroad
Commission. All applications, permits, reports or other flings that reference this leasa or any specific well on the leased premises and that are submitted
to the Texas Raillroad Commission or any other governmantal agency shall include the word "State” in the tithe. Additionally, in accordance with Rallroad
Commission rules, mwmhmmuhmdmmmmammwhmm
must also include the word “State * Lessee shall supply the General Land Office with any rds, reports, cuttings and cores, or
mmmummdummmmuwmnwmw In addition to those
herein expressly provided for. Lnnmnmnmmm"wnﬂmhmm from the base of the surface
casing to the total depth of well, of all weils drilied on the above described premis @ true copy of the log of sach survey on each well
to the General Land Office within fifteen (15) days after the making of said survey

(C) PENALTIES. Lesses shall incur @ panalty whenever reports, documents or other materials are not filed in the General Land Office
when due. The penalty for late filing shall be sat 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. i, during the primary term hareof and prior to discovery and
production of oll or gas on said land, Lessee should drill a dry hole or holes thareon, or if during the primary term hereof and after the discovery and
sctual production of oil or gas from the-leased premises such production thereof should cease from any cause, this leasa shall not terminate if on or
mnwdmmmmmumuwmmmmummmmmm
1, of pays of tenders the next annual delay rental in the same manner as provided in this lease. if, during the last year of the
mmammmmmmammummmuumduupnunmum”

True and Correct
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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 al the expiration of the primary term, Lessee may maintain this lease by conducting additional drilling 6r 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 describad 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 hersin on or before the rental paying date following the axpiration of sixty (60)
days from the date of completion of such shut-in oll or gas well and upon the failure 1o make such payment, this leass 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 oll nor gas is being
produced on said land, but Lesses 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 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 oll 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 not terminate if Lessee commences additional drilling or reworking
opaerations 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 operations result in the production
of ol 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. If the drilling or reworking
operations resull in the complation of @ well as a dry hole, the ease will not terminate if the Lessee commences additional drilling or reworking
operations within sixty (80) days after the completion of the well as a dry hole, and this lease shall remain in effect 5o long as Lessee continues drilling or
reworking operations in good faith and in @ workmaniike manner without interruptions totaling more than sixty (60) days. Lessee shail give written notice
to the General Land Office within thirty (30) days of any cessation of production.

14. SHUT-IN ROYALTIES. For purposas of this paragraph, “well® means any well that has been assigned a well number by the state agency
having jurisdiction over the production of oll and gas. if, at any time afler the expiration of the primary term of & lease that, until being shut in, was being
maintained in force and effect, @ 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 & 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 yoar 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
($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 lerm, (2) 60 days after
the Lessee ceases to produce oil or gas from the leased premises, or (3) 60 days after Lessee completes a drilling or reworking operation in accordance
with the lease provisions; whichever date is latest. Such payment shall ba made one-hall (1/2) to the Commissioner of the General Land Office and one-
half (1/2) to the owner of tha soil. If the shut-in oll or gas royaity is paid, the lease shall be L 1o be & producing lease and the payment shall
extend (he 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 foliowing the month in which
production ceased, and, after that, if no sultable production facilities or sultable market for the oll or gas exists, Lesses may exiend the lease for four
more successive periods of one (1) year by paying the same amount each year on of before the expiration of sach shut-in year.

15. COMPENSATORY ROYALTIES. If, during the period the lease is kept in effect by payment of the shul-in ol or gas royalty, ol or gas s
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
reservoir, of in any case in which drainage is ocourring, the right to continue to maintain the lease by paying the shul-in oll or gas royalty shail cease, but
the lease shall remain affective 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 compieted 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 Commissionar 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 is produced from the well causing the drainage or that is 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 period
is an amount less than the annual shut-in oll 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 @ of this
leasa. None of these provisions will relieve Lessee of the obligation of reasonable development nor the obligation to drill offset wells as provided in
Texas Natural Resources Code 52.173; however, at the determination of the Commissioner, and with the Commissioner's written approval, the payment
of compensatory royalties can satisfy the obligation to drill offset weils.

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

(A) VERTICAL. In the event this lease s in force and effect two (2) years after the expiration date of the primary or axtended term it shall
then tarminate as to all of the leased premisas, EXCEPT (1) 40 acres surrounding sach oil well capabie 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 & well
mnmidnMbmmhmmNmm,mmhwdmmhammm
mumrmm-lnmu-coo-uzm-azlu.ummmwmwum-mmumum
purposes to a proration unit for sach such producing well under the rules and regulations of the Railroad Commission of Texas, or any successor
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to and egress from the lands still subject to this lease for all purposes described in Paragraph 1 hereof, together with sasemants and rights-of-way for
existing roads, existing pipelines and other existing faciiities on, over and across all the lands described in Paragraph 1 hereof (“the retained lands”), for
access 1o 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 foros and effect two (2) years after the axpiration date of the primary or extended term it
Mmﬂm-hnmmwonuumnwmmmmmm')hmmmmmm
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paying quantities from such desper depths covered by this lease
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legal description of the acreage and/or depths not retained h der. The rded or a certified copy of same, shall be filed in the General
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designation shall be binding upon Lessee for all purposes.

11.on=|£1wa.|.l.mhm.mm.mmm.umum.mmm.MMMdmm
to protect the ofl and gas under the above-described land from being drained. Lessea, sublessse, receiver of other agent in control of the leased
mwﬂum-q\nh-NMMMNMMMMNMblmmhMMWd
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parameters satisfy the obligation to drill an offset well or welis required under this paragraph.
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in the absence of such drilling or reworking operations or production of oll or gas.
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cost of these paymants from the rental and royalties due the ownaer of the soll
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the Commissioner of the General Land Office of the State of Texas shall be likewise proportionately reduced. However, before Lessee adjusts the
rwll']'ormuldlnhhmdhmmﬁh,memmMMMhMMMh
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than the value of one-sixeenth (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
oupoohdmmmmwwhwwmwmmuuuhmu-mmummmsm
52.15142,154.ul.unmhhhm“dhmmwhmm.mm”uhwmmdmmmw
mmmmMnMoﬂtpumhﬂMﬂuuwmuhmnu.rdmw.m.
mm.ummnmwmm-wmu—hmu-muummnmmmu
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actually retained and coverad by this lease.

21.uuorwnrmmemumbmmmmuwmummnmmm
mm«wuul-mdﬂ-ul;w.M.L-lﬂndmm*uﬂnmhﬂmmmm
for waterficod operations. without the prior consent of the owner of the soil.

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

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

uwnLLoc.moul.m.mmmnalnmmmwamauumm-ab«nmmuumm
the written consent of the owner of the soil.
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25. POLLUTION. in developing this area, Lessee shall use the highest degree of care and all proper safeguards to prevent paliution. Without
limiting the foregoing, poliution 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 poliutant and shall be responsible for all damage 1o public and private properties. Lassee shall bulld and
maintain fences around its slush, sump, and drainage pits and tank batieries so &s 0 protect livestock against loss, damage or injury, and upon
complation or abandonment of any well or wells, Lessee shall fill and level all siush pits and cellars and completely cean up the drilling site of all rubbish
thereon. Lessee shall, while conducting operations on the leased premi keep said pramisas free of all rubbish, cans, botties, paper cups of garbage,
and upon completion of operations shall restore the surface of the land to as near its original condition and contours as s practicable. Tanks and
equipment will be kept painted and presentable.

26. REMOVAL OF EQUIPMENT, Subject to imitations in this paragraph, Lessee shall have the right to remove machinery and fixtures placed
by Lessee on the leased premisas, including the right to draw and remove casing, within one hundred twenty (120) days after the expiration or the
termination of this lease unlass the owner of the soil grants Lessse an extension of this 120-day period. However, Lesses 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 soil. The owner of the soil shall become the owner of any machinery,
fixtures, or casing which are not timely removed by Lessee under the terms of this paragraph

27. (A) ASSIGNMENTS. Under the conditions contained in this paragraph and Paragraph 29 of this lease, the rights and estates of either
party to this lease may be assigned, in whole or in part, and the provisions of this lease shall extend to and be binding upon their heirs, devisees, legal
, 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 Lessae, impair the effectiveness of any payment made by Lessea or impair the effectiveness of any
act performed by Lessea. 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) fumishes the Lessee with satisfactory written evidence of the change
in ownership, including the original recorded muniments of title (or @ certified copy of such original) when the ownership changed because of a
conveyance, A total or partial assignment of this lease shall, o 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 1o pay rentals shail 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 General Land Office before the next rental paying date, the entire lease shall terminate for fallure 1o pay the entire rental
due under Paragraph 3. Every assignee shall succeed to all rights and be subject to all obligations, Rabilities, and penalties owed to the Stale by the
onginal lessee or any prior assignee of the lease, induding 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 of
in part by assignment without the prior written approval of the C LLY 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 Commissioner. An assignment will be treated as if & were made to the owner of the soll if the
assignes s

(1) @ nominea 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 or subsidiary,
(3) a partnership in which the owner of the soll is a partner or is an employse of such a partnership;

(4) a principal stockholder or employes of the corporation which s the owner of the soll;

(5) a partner or employee in a partnership which is the ownaer of the soil;

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

(7) a tamily 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 af any time execute and deliver to the
owner of the soll and place of record & 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 1o acreage surrendered. If any part of this lease is properly surmendered, the
delay rental due under this lease shall be reduced by the proportion that the surrendered acreage bears 1o the acreage which was covered by this lease
immediately prior to such surrender; however, such releass will not relieve Lessee of any liabilities which may have accrued under this lease prior to the

der of such

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

30, DISCLOSURE CLAUSE. All provisions pertaining to the lease of the sbove-described land have been inciuded in this instrument,
including the statement of the true consideration to be paid for the execution of this lease and the rights and dutles of the parties. Any collateral
agreements conceming 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
IMhn.dpfm.wuumomdhmdﬂuﬂwmmdh&ﬂ.hmdhmbmuwh&u‘l
Interests before his personal interests.

32. FORFEITURE. If Lessee shail fail or refuse to make the payment of any sum within thirty days after it becomes due, of if Lessee or an
nlhnﬂnd-pnl.houldWmﬁ-mmmuhﬂmmﬂwuﬂmulu—-whlambﬂmy
offsat well or walls in good faith as required by law and the rules and regulations adopted by the Commissioner of the General Land Office, or if Lessee
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Land Board, or the Rallroad Commission, or if Lesses should refuse the proper authority access to the records pertaining to oparations, or f Lasses or
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Commissioner, and ha shall forfeit same when sufficiently informed of the facts which authorize a forfeiture, and when forfeited the area shall again be
subject o 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
anmummmmmwwmumwwmummm
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 ol 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, Lesses grants the State, in addition to the lien provided by Texas Natural Resources Code 52.138 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 procesds which may accrue to
Lessee from the sale of such leased minerals, whether such proceeds are held by Lesses or by @ thind party, and all fodures on and improvements to the
leased premises used in connection with the production or processing of such leased minerals in order to secure the payment of all royalties or other
amounts due or to become due under this lease and to secure payment of any damages or loss that Lessor may suffer by reason of Lesses's breach of
any covenant or condition of this lease, whather express or implied. This len and security interest may be foreclosed with or without court proceadings in
the manner provided in the Title 1, Chap. 9 of the Texas Business and Commaerce Code. Lessee agrees that the Commissioner may require Lesses to
execute and record such instruments as may be reasonably necessary to acknowledge, attach or parfect this lien Lessee hareby represents that there
are no prior or superior liens arising from and relating to Lessee’s activities upon the above-described property or from Lesses's acquisition of this lsase.
Should the Commissioner at any time determine that this represantation is not true, then the Commissioner may declare this lease forfelted as provided
herein.

34. POOLING. Lesses 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 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 lsase satisfies the
execution requirements stated in Texas Natural Resources Code 52 152

35, INDEMNITY. Lassas hareby rel and discharges the State of Texas and the owner of the soil, their officers, employees, partners,
agents, contractors, subcontractors, guests, invitees, and thair respective successors and assigns, of and from all and any actions and causes of action
of every nature, or other harm, including environmental harmm, for which recovery of damages is sought, including, but not limited to, all losses and
expenses which are caused by the activities of Lessee, its officers, employees, and agents arising out of, incidental to, or resulting from, the operations
of or for Lessee on the leased premises hereunder, or that may arise out of or be occasioned by Lessee's breach of any of the terms or provisions of this
Agresmaent, or by any other negligent or strictly liable act or omission of Lassee. Further, Lasses hereby agrees o be liable for, exonerate, indemnify,
defend and hold harmiess the State of Texas and the owner of the soll, their officars, employees and agents, their successors or assigns, against any
and all claims, liabilities, losses, damages, actions, personal injury (including death), costs and expenses, or other harm for which recovery of damages
is sought, under any theory including tort, contract, or strict liabllity, 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 fallure to comply with any and all environmental laws; those arising
from or In any way related to Lessee's operations or any other of Lessea’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 provisi of this Ag it
of any other act or omission of Lessee, its directors, officers, employees, partners, agents, tract subcontract: guests, invitees, and their
respective successors and assigns. Each assignee of this Agreement, or an interest therein, nguubbolnbhhr exonerate, indemnify, defend and
holdhlﬂﬂb-lhsundﬁm-mdhmrdhml,mduﬂhumNMHMWWWMhmm
the activities of Lessse, its officers, amploy b nts as described above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF
memnenwwocmnmmmmuuﬂumummwwmmmmnmummanmo
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. 1

36. ENVIRONMENTAL HAZARDS, Lessee shall use the highest degree of care and all reasonable safeguards to prevent contamination or |
poliution of any environmental medium, including soll, surface waters, grouncwater, sediments, and surface or subsurf, strata, amblent air or any
other environmental medium in, on, or under, the leased premises, by any waste, poliutant, or contaminant. Lessse shall not bring or permit to remain on

hazardous substances (as the term “Hazardous Subst: 'Il“ d in the Comprehansive Environmental Response, Compensation and Liability Ad i
(CERCLA), 42 U.5.C. Sections 9601, et saq ), or toxic substances under any federal, state, or local law or regulation ("Hazardous Materials”), except i
ordinary products commonly 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
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 52180, commonly
known as the Relinquishment Act, and bther 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 lease provisions
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38. EXECUTION. This oil and gas lease must be signed and acknowledged by the Lassee before Rt is filed of record in the county records and
in the General Land Office of the State of Texas. Onca the filing requé nts found in Paragraph 39 of this lease have been satisfied, the éffective date
of this lease shall be the date found on Page 1.

39, LEASE FILING. Pursuant to Chapter 8 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 leasad 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 uniess 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.
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gy: Walter P. Roach

Tite: Vice President
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ﬂlﬁmﬁo £ f“/ STATE OF TEXAS
By —— - By

l Richard Bennett Vance

Individually and as agent for the State of Texas individually and as agent for the State of Texas
Date: ~5-07 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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of st and acknowledged 1o me that he
exacuted the same for ihe purposes and consideration therein expressed, in the capacity staled, and as the act and deed of said corporation.

(CORPORATION ACKNOWLEDGMENT)

Mmmmwmumum}d_ day of 2057\

(INDIVIDUAL ACKNOWLEDGMENT)

STATEOF
countyor_ L[ AUIS

BEFORE ME, the undersigned authority, on this day parsonally appeared Richard Bennett Yance

known to me to be the parsons whosa names are subscribed to the foregoing instrument, and acknowledged (o me that they axecuted the samae for the
purposes and consideration therein expressed.

Given under my hand 20_02.

W

STATE OF (INDIVIDUAL ACKNOWLEDGMENT)
COUNTY OF

BEFORE ME, the undersigned autharity, on this day p ity app:
known to me 1o be the p whose #re subscribed to the foregoing instrument, and acknowledged to me that they axecuted the same for the
purposes 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 personally appeared

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

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

Notary Public in and for
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JOFY PROVTSION HEREW WHICH RESTRIETS THE SALE.
O% USE B THE DESCRIED REAL PROPERTY BECAUSE OF
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| FILED FOR RECORD ON THE 23RD par or FEBRUARY A.D. 2007 __2:58 P. wm.
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CERTIFIED TRUE AND CORRECT COPY CERTIFICATE
‘ STATE OF TEXAS
| COUNTY OF REEVES

The above and faragaing is a full, true and correct photographic copy cf the
original record now in my lawful custody and possession, as the iamglis
filedirecorded in the public records of my office, found in vOL. _5_
PAGE_]168THRU_176 . OFFICIAL PUBLIC
ECQRDS
I hereby certifedon & _
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FILE# 824

Genersl Land Office Paid-Up

Austin, Texas

OIL AND GAS LEASE

THIS AGREEMENT is made and entered into this_Bth  day of
by and through its agent,

of 1319 Lost Creek Bivd. Austin, Toxas 78746
(Give Permanent Address)
said agent herein referred to as the owner of the soll (whether one or more), and Petro-Hunt, LLC

of_1601 Eim Street. Suite 3400, Dallas. Texas 75201-7201
(Give Permanent Address)

. between the State of Texas, acting

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 adling 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

stations, telephone lines and other structures thereon, to produce, save, take care of, trest and transport sakd products of the lease, the
situated in Reeves County, State of Texas, to-wit:

EAST-HALF OF THE NORTHWEST QUARTER (E/2 NW/4) OF SECTION 30, BLOCK 68, PSL SURVEY

containing _80 acres, more of less. The bonus consideration paid for this lease is as follows:

To the State of Texas: Two Hundred Fifty and No/100
Dollars _($250.00)

To the owner of the soll: Two Hundred Fifty and No/100
Dollars ($250.00)

Total bonus consideration: Five Hundred and No/100
Dollars ($500.00)

The total bonus consideration paid represents a bonus of _Three Hundred and No/100
Dollars ($30000 ) perscre,on 1666 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 thereafier as ol and gas, or either of them, is produced in paying quantities from said land  As used
in this leass, the term “produced in paying quantities™ means that the receipts from the sale or other authorized commercial use of the substance(s)

T True and Correct
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'Mmmdmmwbrhmmuuﬂ » ‘

3. DELAY mmwmmm
mmmmmw__

Bank, at
uummmm-mwmumnnmammnmmm

mmmm
orvetHryser-fronrmic-deter Payments under this paragraph shall be in the following amounts:
To the owner of the soil: §3/100
Dollars ($_83 )
To the State of Texas: 83/100
Dollars ($,83 )
Total Delay Rental: One and 66/100
Dollars ($1.66 )
Inlhmlmulndmhma“m.hmdaﬂmumdﬁmhmmdmm
yufut:hmhprmmMwumdmhhmdhﬂmhmwww#ﬂmdm.umy
mdum.mmuaw-umum-mwmm.lnmmhmm(unmumm
uu-mmmu-m,w.uaumwmm,uummuumnmmmmmu

h-uhmvormnmmmudemmﬂmmmm”dmwmmu|.-..pmp-
mmmmm-wbmmmwm

tmrmmumuommudmmwwumuuuuuﬂmumumm
Mumumummumwmmumsuudrm.nm.ruu.umunmummun
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
uum.m.mmwmmmuupmw.mumw-mw.
wuuummmammmw.-mwdnmdnmuumuuww
m.mmbuwm1)umm—ummmlm.muupummm.m.ww—w
M.m,d-mwwmmmwmmmwmnm.wahw price thamof off or
mhmmmmmmmnmu:)mmmummw.mumm.mwmm
any gas produced from the k premi hm,MumthlﬂhmmduhNMWWmmd
mwdeW.uMW:muMwMﬂmﬂmmmnwwmm
w‘lbcmmd.mwmmWhmnMamenWNyum,hm.wmmy-lywmupon
such terms and conditions as they prescribe.

(UDWWMMMWp(MWwLMbWuuMMMW
num-oamumwwm.mmmmmww(w-mmmmhummm
mmmum.hwmumm)mum__ part of the gross produdtion of the market value thereol, at the
opﬂmdhmocmnuwmmumwmmu.mmuumnmuwmmwumm
guofquﬂyhhw-nmmﬂﬁmm,whmmmuwoﬂuwhmm.mhhm
mmmmmbmhmhmmmumuum-mm d 14.65 ds per sq inch absolute,
L tndlh.m-mMWMNMIW)Wmehhumwmwb&yh'lm.mhm

gmlymumwlldlMWMMWWWU'MWWdMMWWMMINWMW

|C)Pl0m0&l.MMWﬂMhUMMU“mhhmdm—u“M
hydrocarbons shall be 1/4 part of the residue gas and the liquid hydrocarbons axtracted or the market vaiue thersof, at the option of the owner
of the soil or the Commissioner of the General Land Office. All royalties due herein shall be bassd on one hundred percant (100%) of the total plant
MumwawMMMM.mmww(MLwmmmnm.mnh
gruw.umwmmuwmmunwmmum:mnulwmm
e d from gas p in & plant in which Lesses (or its parent, subsidiary or affiliats) owns an interes, then the percentage applicable 1o liquid
mmnmm;muummm‘m-mmmwmmmuuam
agreement negotiated at arm's length (or if there is no such third party, the highest percent then baing specified in processing agreemaents or contracts in
u\.hduuy),mhnm.hmﬂumﬂhmmﬂmw“mhﬂMMthl)mwm
price paid or offered for mny 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 respactive grades of liquid hydrocarbons), whichever is the greater. In no event, however, shall
the royalties payable under this paragraph be less than the royaities which would have been dus had the gas not been processed

(D) OTHER PRODUCTS. Royalty on carbon black, sulphur or any other products produced or manufactured from gas (sxcepting liquid
hydrocarbons) whether said gas be “casinghead,” “dry,” or any other gas, by fractionating, buming or any other pro ing shall be 1/4 part of
the gross production of such products, or the markel value thereof, at the option of the owner of the soll or the Commissioner of the General Land Office,
such market value lo be determined as follows: 1) on the basis of the highest market price of each product for the same month in which such produdt is
produced, or 2) on the basis of the average gross sale price of each product for the same month In which such products am 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 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 & sum equal to the totsl annual rental less the
amount of royalties pakd during the p ding year. if Paragraph 3 of this isase does nol specily a delay rental amount, then for the purposes of this
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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 or from time 1o time, the owner of the soll or the
Commiss of the G | Land Office may, at the option of sither, upon not less than sixty (60) days notice to the holder of the lease, require that the
paymant 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 Offica's right to take its royalty in kind shall not diminish or negate the owner of the soil's or the Commissk of the G Land Office’s rights
or Lesses's obligations, whether express or implied, under this lease.

T. NOD!DUCTION. mwuummmumtmmmhmmmmmm
the cost of producing, g porting, and otherwise making the oil, gas and
mmmmum«u Lmowhmmmmmmhmmm including any reimbursements
for severance taxes and production related costs.

B. PLANT FUEL AND RECYCLED GAS. Nomvﬂvmuummmonumwﬂﬁ-hbmumﬁonnuhuudmyw
used o process gas produced h der in any pr plant. Notwithstanding any other provision of this leasa, and subject 1o the written consent of
mmummwmmumwwm Lessee may recycle gas for gas it purposes on the leased premises or for
Injection into any oil or gas producing formation undertying 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 & manner which entities the royalty owners to @
royalty under this lease.

8. ROYALTY PAYMENTS AND REPORTS. All roysities not taken in kind shall be paid to the Commissionaer of the Genaral Land Office at
Austin, Texas, in the following manner:

Payment of royaity on production of oll and gas shall be as provided In the rules sat forth in the Texas Register. Rules currently provide that royalty on oil
Is due and must be received in the General Land Office on or before the 5th day of the second month succeeding the month of production, and royalty
on gas is due and must be received in the General Land Office on or bafore the 15th day of the d month ding the month of production,
accompanied by the affidavit of the owner, manager or other authorized agent, completed in the form and manner prescribed by the Genaral Land Office
and showing the gross amount and disposition of all oll and gas produced and the market value of the oil and gas, together with a copy of all documants,
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 to verify the gross production, disposition and market value. In all cases the authority of @ manager of 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, schadule, summary
or other remittance advice showing by the assigned General Land Office lease number the amount of royalty being paid on sach lease. If Lessee pays
his royalty on or before thirty (30) days after the royalty payment was due, then Lasses 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% aof 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 (60) days overdus
Affidavits and supporting documaents which are not filed when dus 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 supparting documents wers dus. The Lessse shall bear all responsibliity for paying or causing
royalties to be paid as prescribed by the due date provided hersin. Payment of the delinquancy penalty shall in no way operate to prohibit the State's
right of forfaiture as provided by law nor act to postpone the date on which royalties ware originally dus. 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 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 aliocable to this lease and shall furnish said Commissionar with copes of
-nemmund-muhmummdmwmmmmmmmm)maw

tanks, mmmmmuumumumwmnhmdmwmm the
Attorney General, the Govermnor, of 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
mmmuyu-—-wmmm)mmmu—.m,w.mmummmum
well or wells. Such written notics to the General Land Office shall include coples of Raliroad 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 Rallroad
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 inciude the word “State” in the title. Additionally, in accordance with Rallroad
Cmmbnbnmh.mlhmpmwmmhrhmdmuﬁ tank batteries or other associated mprovemants to the land
must also include the word “State.” Lessae 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
harein expressly provided for. L—-umamummamunmummmnmdum
casing to the total depth of well, of all wells drilled on the above described premises and shall transmit & true copy of the log of sach survey on sach well
to the General Land Office within fifteen (15) days after the making of said survey,

(C) PENALTIES. Lessona shall incur a penalty whenever reports, documents or other materials are not filed In the General Land Office
whan due. The panalty for late filing shall be sat 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, MMM-&;MUMW or if during the primary term hereof and after the discovery and
actual production of oil or gas from the d duction thereol should cease from any cause, this lease shall not terminate # on or
mmwdmm)mmmﬁmduﬂwma_ﬁmmu—mwma
reworking operations thareon, or pays or tenders the next annual delay rental in the same manner as provided in this lease. i, during the last year of the
primary term or within sixty (60) days prior thereto, a dry hole be completed and abandoned, or the production of oll or gas should cease for any causs,

P True and Correct
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un-nmm-lwhumwmmmmwnwdmmm;mn—nmmm
mmmm-mwanmw,mmmumwmmmam
mwnwu.munwdhmmuna—dmummw13mmw
mmmmmmmhmwmuw--m«uummmummw.uuumuy
mumpcmmotmmmmmmmumwﬁ\mummmmmmmwdmm)
mmmmdmmummnfhdupu-dmwnmhmmwmmwwmmuum.
expiration of the primary term or any time thersafter a shut-in oil or gas well is located on the § d 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 oll nor gas is being
pmdundmnulmd.MMbMWhMummw.ﬂhmwaﬁuw-mm
MﬂuhMumdmmﬂthmw-ﬂhMWMWMM
mm(w]upmmmmw.mlmmnmmdumuuwnuwuamw-mmo-a
hmhnqu-ﬂli-m;ﬁm.quMdUpﬂmawmtm-whmm.

13. CESSATION, DRILLING, AND REWORKING. If, after the xpiration of the primary term, production of oll or gas from the leased
m.ﬂmm.mmem.muMMMIWWMMUm
mmmcmmwwmmwmwmhumwmmum-mmmmm
faith and in workmanlike manner without totaling more than sixy (60) days. If such drilling or reworking operations result in the production
of oll or gas, the lease shall remain in full foros and effect for so long as oll or gas is produced from the | d pr in paying quantities or payment
dlnu-hoﬂota-mmmnmdwmumuwwNumww.lflhodrﬂhgnrnwonmc
oporltiomruulhmmdaﬂuldqm.hmﬂmmthmtmm&Mwm
op.mmmm(w)mpmmmuhﬂnnmm.mmmmmnmunm-mmmm
reworking hmmmm-mﬁmmmMmMM(w)m.ansmgmmm
to the General Land Office within thirty (30) days of any cessation of production

14.m-mmumrawdum.\-rmmmmh-mmauwwumw
having MhMﬂh\dﬂ“MldlﬂrﬂﬂththWdliﬂmuﬂlmmm.um
mdnhlmdhmwchd.aﬂwdmdumhmmbmﬂhmm.butolo-nullndbdng
mmhudmmmumdlmm.mmemuuﬂnx—hdug.m-nm.qu
ouwhlhllnnunlnmﬂpmvb.dhlhob-..mM_hmil.m.mmﬁ!nlmﬂmuwn-hmm.l’
waummmmMamwmmuhmuum.ummmwumm
m,oo)wm.roum.mmmhwug-mmuummuw:mmwummm,mwmm
mLouun--nnmuapmmwmmmwmwu—-m-mummnm
with the lease provisions; whichever date is latest. Such payment shall ba made one-half (1/2) to the Comm of the G | Land Office and one-
hﬂ(ln)bhmdhﬂImmduthM.h“MhMbhlmumhmM
extend the term of the lease for a period of one year from the end of the primary temm, or from the first day of the month following the month in which
p!oduabnw-d.-'lls.“Mlm“mhﬂhummhhﬂuwm.wmmv-muw
mors successive periods of one (1) year by paying the same amount each ysar on or before the sxpiration of sach 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
soummmhmwm.mmm“w(i.m)udhmmmmhhmmm
w.orhlnyuulnMdnhnpbm.mmumbwmmwme-muupmmm.u
mmm-lmmmmmmanmumummmmmmmmuu—ub\xm
mmuwmmwmummmmhhmdmmmdmmnmm
ﬂudninmumimhmnthWnMwMu.mmdhmm.memwlmw
mylkyIllnbtpdulmww.nno-hll(h'?)thdhwu\cOﬂhwmummhmdhwﬂ.mmu
mmmmuhmmhmmmmduphwmmmmmmwumumnw
mmwwwmﬁnmmu.m)udummnwmmym-npmhmumw
hlﬂMhmhmmuunﬂm.MMWMMMMNMMMM)MMNNdN

12-month period. Compensatory royalty payments which are not timely paid will sccrue penalty and interest in with Paragraph 9 of this
wase mummumwunmummmnmuudu-ﬁ-wn
Texas Natural Resources Code 52.173, h , at the wation of the C. i85 , and with the C 8 written app I, the payment

of compensatory royalties can satisfy the obligation to drill offset wells.

1I.MMMWQWMUM_bhm.“lﬂMUMdMHN
u-mmmmhmm.mummmuuwmmhmmmmu
Mumhmﬂymyhmm%dh“mﬂhwhmw

mvmmcu..ummuu—hhmwmmmmmhwuunmummlm
M-umuunluummmmwmmmﬂuwdmnmmmmm
mmmwMdehmwtrm-muwwﬂuMthMhu-n\').oronﬂ
ummwhnmuwdhmddﬁuumm.wmhdemh.wwm;nohdunl
pmulrulohmNlnnlR.toumnM&nm&iﬂ.u@uﬂmummﬂdm-mmuMhrpmdwﬂm
Wb-mwummmumnnmwmumwmunm.umm
m.amwmmm.llm&uﬂhdﬁdﬁndﬂdhwmww.m
mmbmm“wumﬂuﬂmw“m»uumummwmmumm
umpmmwmmm-nummmmnwmumumm
memawm-b-muummm.u-mmmnmmmamm
bmwmmmamuummuwmhwtw.mmmwmmm
wmm.umummwmmm.wmmummmnmw1wmmmmw
access 10 and from the retained lands and for the gathering of transp of oll, gas and other produced from the retained lands.

(almmum.mmmmmhmmmmmmmuhwau-duwumwl
Mmmhuumumm1mumhmm«ud(mmm-mmqhmmmmwm
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\nPtragnphIB(A)m.udnnonorb-butwolz)mnmmmuywmbmu-ummmmdhwumdm
mwm-wmmmmmmm1M.lmm-m.ub-“hhmmm-w
mmm.-ndu\dmmmmmmmmummmwnwm-uuphmm
paying quantities from such deeper depths coverad by this lease.

(C}:Dzummnoumnuua.mmmmm-um“ﬂmm-mnw.ummmm
-mmw‘mmmhhmw.ummm-muwmhwahwwm.m
thirty (30) days after partial termination of this lease as provided herein, Lessee shall execute and record & rek or rek 'g @ satisfactory
legal description of the acreage and/or depths nol retained hereunder. The ded 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 reiease is filed. If Lessee fails or mfuses
In-nu.hmdMMMUMMM(N)M*MM&*NWNMLNOM.MN
m-mmwmmwmmummmuummmmm
Instrument at Lesses’s expanse in the county or counties where the lease is located and in the official mcords of the General Land Office and such
designation shall be binding upon Lessee for all purposes.

11.onmmmuubmm.wumm.mmmm.uwhmu.mmwmmmmmwum
to protect the oll and gas under the above-described land from being drained. Lessee, sublessee, receiver or other agent in control of the leased
pumb-M&I-mﬂuhmmmmwmmmmﬂbnﬁwmhmmamol
ammmmmmmm‘lu-utupmumhmwm1,mouauhu-amh-,
ahmumhmmhmmwmduuw.hm.m.mmmwhmdh
wm“hmmmﬁhﬂmdlﬂummmumm|manpuhrhdrmwluu-horm
uummm1.muahmmmmmmwmmumwmmm
FM»MNMMmeﬂﬂhmhmdhmwMthm.thm
dumumwwmwmmmwmwwawmmmm
parameters satisfy the obligation to drill an offsat well or wells required under this paragraph.

u.ronclmuu_n.u-mmmu—-hmmmmmmuwmumm.
hwnmmmmmmhmm.ammolunukunhhuﬁmbymdw.m.m.
m.mdaw.amwm.mumdmm,mm-o, nted, Lesses's oblig to ply with such
ant shall be ﬂmmmmumumuw—nwmmw;m,mmwam
wmmum‘wmm“.mwmmmwummdupmmu
pcumhuHu-v-.whumuwhwdmwhmumumhmmumm
hhmdmm«mmﬂﬂhuumﬂondduq-.

1o.wmmvmmz.mmumumwwummwhmm.ummunumm
Inpmmmdonuubmdpmh-.mwmwmhmuhmdhﬂhhmmwmmm.
taxes or other liens on the k d p If Lessee mak payments on behalf of the owner of the sail under this paragraph, Lessee may recover the
cost of these payments from the rental and royalties due the owner of the soil

nu;mnmmnumummmummmmmmhnm

hﬂﬂ.m::rmtM\Mhmw.ﬂmhmmwmmbhpﬁhhmdhmm
uwumnmmmmmmwmmwmummmmmwwmu-uum
mmduwmmdmmunmwlumwm. However, bafore Lessee adjusts the
mmmmmumcmm-ruhmmmm.Mummmmmummdn-
wmmammmmmmmm-mmmmwmmhmm
mwn-morm-ol.mmdhwwmmuwmmdhmmmumumw-d
mmmw.m.mmmmwmmumwmmmm,hmmm

umamwmmm;-mmummmuummmmm-nmnh-
than the value of one-sbdeenth (1/16) of such gross production.

mmmmnouornvmn.n.mmwmmnpmuwwmwmhh—hw“munl dares
of a pooled unit that has been approved by the School Land Board and the owner of the soll in sccordance with Natural R Code Secti
51151-&2.154.::!.u-nyum-unwdummuumm,umm-—nmummnm
mmm_mmﬂnm«unmmmuumm‘uuwummm
mnumu.umm.nmmmmnnmmmnhmdummnmmwlh
mu—nwmmummmnmma-muw.lﬁnwdhmm.nmdu-
actually retained and coversd by this iease

n.uuwwnmmmmnmummmmwmmhmmmh—mm
mn«wavnmuuutmm.mmmmmmu-ﬁ-muwum%
for watarflood operations without the prior consent of the owner of the soil.

nmmmmmhmdmuummw- th to all p | property,
improvements, ivestock and crops on said land.

nmmmwwhmdmm.mmmhmmmm.

amwcarnum.mmmummmmmm)u»whumubmmmwmm
the written consant of the owner of the soil.
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amhm&hmu-u“mhwmummﬂmmnmm.m
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 af its disposal 1o
scap all escaped hyd rb or other pollutant and shall be responsible for all damage to public and private properties. Lessee shall build and
mhnc-lmmlhﬂmm,“&“*ﬂﬂbﬂhn.hm“mﬁ&.“umuﬁw
compiletion 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 premises free of all rubbish, cans, botties, paper cups of 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
squipment will be kept painted and presentabile

26. REMOVAL OF EQUIPMENT. Subject to limitations in this paragraph, Lessee shall have the right to remove machinery and fodures placed
byunuonuhmm,wmmbmumm.memum)mwumﬁmwm
mdmhm“hwdhdm”mmdulmm.No-ovu.l.mumqnummm
wﬂ“de“mhMm.M.MmmM“mmuﬂﬂmM)dlylm
mmmmdhwmmmbhmdmﬂ‘Thnmdhsolnﬂmm.mdmymm‘
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
mbmmmhm.hm«mmwmmdummmumummmm.m.hou
representatives, successors and assigns. However, a change or division in ownership of the land, rentals, or royalties will not enlarge the obligations of
Luuo.n'mmmm.mwmam,mmmdwmmmmenMdm
nmmmwm.MMmuMhmmdmw,w.ummmmmmwwmm)m
wunmduu.w(wmm.m.mmwm}mummmmﬂu-udum
mo-nmmp.mmmwmdmw-mwamwﬁwmwmmmm.
conveyance. A total or partial assignment of this lease shall, to the extent of the interest assigned, relieve and discharge Lessee of all subsequent ‘
abligations under this lease. If this lease is assigned in its entirety as to only part of the acreage, the right and option to pay rentals shall be apportioned
-mmmmm.muhmdmmmwmwmthm&MdhwmmM
this lease on tha part of the land upon which pro rata rentals are timely paid or tlendered; 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 sntire 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, liabilies, and penalties owed lo the State by the
original lessee or any prior assignes of the lease, including any labilities to the State for unpaid royaities.

mmmummwammmhwzrcnp.lmmuhummu-nma

In part by assignment without the prior written approval of tha C (88K of the General Land Offica, 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 & were made to the owner of the soll if the
assignes s

(1) & nominee of the ownar of the soil; |

(2) a corporation or subsidiary in which the owner of the soll is a principal stockholkder of is an yee of such a comp of subsidiary, !

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

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

(5) a partner or employee in a partnership which is the owner of the soil;

(6) a fiduciary for the owner of the soil; including but not limited to a guardian, trustes, exscutor, 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 soll by marriage, blood, or sdoption.

28. RELEASES. Under the conditions contained in this paragraph and Paragraph 28, Lessse may al any time sxecute and deliver to the
mumummdm-nbmum-mvnmmmmdhbmdymmwmmhbmu
to such portion or portions, and be relieved of all subsequent cbligations &s to acreage surmendered. If any part of this lease is property sumendered, the
delay rental due under this lease shall be reduced by the proportion that the sumendered 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 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 leass is assigned or released, such assig: of release musi be
recorded in the county where the land is situated, and the recorded instrument, or a copy of the recorded instrument cartified by the County Clerk of the
mumhmmMhm,mwhﬁhhwmmmwmdmummwwm
prescribed filing fee. If any such assignment is not so filed, the rights acquired under this lsase 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 statemant of the true consideration to be paid for the exscution of this lease and the rights and duties of the parties. Any collateral
agreements conceming the developmaent of oil and gas from the leased premises which are nol 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 s obligated to put the Stale's
interests before his personal interests.

32. FORFEITURE. If Lessee shall fail or refuse to make the payment of any sum within thity days afler R becomes due or if Lassee or an
authorized agent should knowingly make any false retum or false mport conceming production or drilling, or f Lassee shall fail or refuse to drill any
offset well or wells in good faith as required by law and the rules and regulations adopted by the Commissioner of the General Land Office, or if Lesses
should fail to file reports in the manner required by law or fail to comply with rules and regulations promuigated by the General Land Office, the School
Land Board, or the Railroad Commission, or if Lessee should refuse (he proper authority access 1o the records pertaining to oparations, or if Lessee or
an authorized agent should knowingly fail or refuse to give correct information to the proper authority, or knowingly fall or refuse to furnish the General
Land Offica & comed log of any well, or if Lesses 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 construsd as waiving the automatic termination of this
lease by operstion of law or by reason of any special imitation arising hereunder. Forfeitures may be set aside and this lease and all rights thereunder
reinstated before the rights of another intervens 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 Natursl Resources Code 52.138, the State shall have a first lian upon all oll and gas produced from the
area coverad by this lease to sacure payment of all unpaid royaity and other sums of money that may become due under this leass. By acceptance of
this lease, Lesseas grants the State, in addition to the llen provided by Texas Natural Resources Code 52.138 and any other applicable statutory lien, an
axpress contractual lien on and sacurity interest in all leased minerals In and extracted from the leased premisss, all proceeds which may accrue to
Lessee from the sale of such leased minerals, whather such proceeds am held by Lessee or by a third party, and all fitures on and improvemants to the
leasad premises used In connection with the production or processing of such leasad minerals in order to secure the payment of all royalties or other
amounts due of to bacome due under this lease and to secure payment of any damages or loss that Lessor may suffer by reason of Lesses's breach of
any covenant or condition of this lease, whath of implied. This llen and security interast may be foreciosad with or without court procesdings in
the manner provided in the Title 1, Chap. Othmmwmcm Lessea agrees thal the Commissioner may require Lesses (o
exacute and record such Instruments as may be reasonably necassary to acknowledge, attach or parfect this lien. Lessee hereby represents that there
are no prior or superior liens arising from and relating to Lessee’s activities upon the above-described property or from Lassse's scquisition of this leass.
Should the Commissioner at any time determine that this represantation is not true, then the Commissionar may deciare this lease forfeited as provided
herein.

34. POOLING. Leassee is hereby granted the right 1o pool or unitize the royalty interest of tha owner of the soil under this lease with any other
leasehold or mineral interast for the exploration, development and production of ol or gas or sither 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 satisfies the
axscution requirements stated in Texas Natural Resources Code 52 152 1

35. INDEMNITY. Lesses hereby releases and discharges the State of Texas and the owner of the soil, their officers, employees, pariners,
agents, contractors, subcontractors, guests, invitees, and their respactive successors and assigns, of and from all and any actions and causes of action
of every nature. or other harm._ including environmantal harmm, for which recovery of damages s sought. including, but not limited to, all losses and
expenses which are causad by the activities of Lesses, 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 outl of or be occasioned by Lessee's breach of any of the terms or provisions of this
Agreament, or by any other negligent or sirictly liable act or omission of Lesses. Further, Lesses hereby agrees to be liable for, axonerate, lnd-mn!fy
defend and hold harmiess the State of Texas and the ownar of the soll, their officers, employses and agents, their or assigns,
and all claims, liabilities, losses, damages, actions, parsonal injury (including death), costs and expenses. ummhmmdm
Is sought, under any theory including tort, contract, or strict liabiiity, including attomeys’' fees and other lagal expenses, including those related to
environmental hazards, on the leased premises or in any way related to Lessee's fallure to comply with any and all environmental laws; those arising
| from or in any way related to Lessee's oparations or any other of Lesses's activities on the leased premises; those arising from Lessesa's use of the
surface of the leased premisas. and thosa that may anse oul of or be occasioned by Lessee's breach of any of the terms or provisions of this Ag it
or any other act or omission of Lessee, its directors, officars, amployess, pariners, agents, contractors, subcontractors, guests, invitees, and their
respective successors and assigns. Each assignee of this Agreement, or an interest therein, agrees to be liable for, axonerats, indemnify, defend and
hold harmiess the State of Texas and the owner of the soll, their officers, empioyees, and agents in the same manner provided above in connaction with
the activities of Lesses, its officers, employses, 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. Lessae shall use the highest degree of care and all reasanable safeguards to prevent contamination or
pollution of any environmantal medium, including soil, surface waters, groundwater, sediments, and surface or subsurface strata, ambilent air or any
ot!moﬂvwmmdrmdhmhmorm the leased premises, by any waste, pollutant, or contaminant. Lesses shall not bring or parmi to remain on
the leasad p any asb taining materials, explosives, toxic materials, or substances regulated as hazardous wastes, hazardous materials,
mmmmm-um“‘ rd Subst " is defined in the Comprehansive Envi tal R . Compensation and Liability Act
(CERCLA), 42 U.5.C. Sections 9601, Im)abﬁMuﬂ-mMMubﬂhummm‘) axcapl
ordinary products commaonly usaed in connection with ol and gas sxploration and development operations and stored in the usual manner and quantities. b
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
l 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 i any provision in this lease doss not conform to these
statutes, the statutes will prevail over any nonconforming lease provisions.
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in the General Land Office of the State of Texas. Once the filing requirements found in Paragraph 38 of this lease have been satisfied, the sffective

of this lease shall be the date found on Page 1. '

39. LEASE FILING. Pursuant to Chapter 8 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 thersof must be filed in the General Land
Office. This lease is not effective until a certified copy of this leass (which is made and certified by the County Clerk from his records) is filed in the
Ganeral Land Office in accordance with Texas Natural Resources Code 52.183. Additionally, this lease shall not be binding upon the State uniess it
recites the actual and true consideration paki or promisad 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.

py.__Walter P. Roach

Teee Vice President

Date: 9!9(/07 U)g’hﬂ/)

STATE OF STATE
BY:
Individually T T
Date R J WARD -
! [ 'Y Notary Public |
STATE OF TEXAS F
My Comm Zxv. 10-30-10
STATE OF TEXAS STATE OF '
BY: BY:
Individually and as agent for the State of Taxas Individually and as agent for the State of Texas
Date: Date:
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STATE OF (CORPORATION ACKNOWLEDGMENT)
COUNTY OF

BEFORE ME. the undersigned authority, on this day personally appeared
known to me to be the person whose name s subscribed to the foregoing instruments as

of and deciged to me that he
executed the same for the purposes and consideration therein expressaed, in the capacity stated, and as the act and deed of sakl corporation

MMWWM“UMME-7 day of F

STATE OF
COUNTY OF

BEFORE ME the undersigned authority, on this day personally ap

known to ma to ba the parsons whoss names are subscribed to the foregoing instrument, and acknowledged to me that they executed the same for the
purposes and conskderation thersin expressed.

Given under my hand and seal of office this the day of 20
Notary Public in and for
STATE OF (INDIVIDUAL ACKNOWLE DGMENT)
COUNTY OF

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

known to me 1o be the persons whose names are subscribed to the foregoing instrument, and acknowiedged 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 personally appeared

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

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

Notary Public in and for

True and Correct
copy of
Original filed In

Reav

Clerks




LI

LR

p p— - = r i) |
BOOK 7o« PAGE 205
surewm (CORPORATION ACKNOWLEDGMENT)
| COUNTY OF __ S < S S\ s
BEFORE ME, the undersigned authority, on this day personally appeared \DQ&XL\‘%QJ_S\;\
known to me to be the person whose name is subscribed to the foregoing instruments as . 2
of Petro-Hunt, LLC and acknowledged to me that he
mmmuummmwmmnmw,m-unmmumw,
mmmmmudmmuls day of 2057
MW
Notary Public in and for
STATE OF (INDIVIDUAL ACKNOWLEDGMENT)
COUNTY OF
BEFORE ME, the undersigned authority, on this day personally app '
known to me to be the persons whose names are subscribed to the foregoing instrument, and acknowledged to me that they executed the same for the
purposes and consideration therein expressad
Given under my hand and seal of office this the day of 20 ‘ i
|
Notary Public in and for {
STATE OF (INDIVIDUAL ACKNOWLEDGMENT)
COUNTY OF
BEFORE ME, the undersigned authority, on this day personally app d
known to me to be the p whose are subscribed 1o the foregoing instn and acknowledged to me that they executed the same for the
purposes and consideration therein expressad.
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, tha undersigned authority, on this day personally appeared |
|
known 1o me o be the persons whose names are subscribed 1o the foregoing instrument, and acknowledged 1o me that they executed the same for the
purposes and consideration thersin expressed.
Given under my hand and seal of office this the day of 20
— fur
o Notary Public in and — —
__—
- QR L e o —————— e . —
Y PROVYSION HEREWN WHICH RESTRISTS THE SALE, REMAL,
" OR USE F THE DESCRIBED REAL PROPERTY BECAUSE OF COLOR
FILE No. 824 O RACES NV MO UNEMFORCEASLE HOER FEDEN
FILED FOR RECORD ON THE 23RD pay or__ FEBRUARY A, 20072399 P. o
DULY RECORDED ON THE _ 28TH DAY OF _ FEBRUARY AD. 2007 2:00 B. . |
| flf\f U 0 KA e DIANNE 0. FLOREZ, COUNTY CLERX
I ( \ - wis¥ ! oo m
Ld% e ————
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Jerry E. Patterson, Commissioner

File No. B~ \01B

Date Filed: 2

By

L

3

CERTIFIED TRUE AND CORRECT COPY CERTIFICATE

STATE OF TEXAS

COUNTY OF REEVES

The ahove and foregoing Is a full, true and corect phetographic copy of the
original record now in my tawlul custody and possessian, as the same Is

filedirecorded in the public records of my office, found in VCL.
PaGE 196 THRU_20%5 _ . OFFICIAL PUBLIC
RECORDS

I hereby cetifiedon 4252007
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FILE# 829

Gaoeral Land Ofcs
Act Lessa Form *
ks Pt — Paid-Up

FERGE Doess A o oS W RIGH R T el BUAERY

l wHe State of Tp, ag

Augtin, Texas

OIL AND GAS LEASE

THIS AGREEMENT is made and entered into this_8th day of January 4007 , between the State of Texas, acting
by and through its
of 2604 Gamerfiekd Road, Uvalde, Texas 76801

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

of_1801 Eim Street. Sulte 3400, Dallas, Texas 75201-7201 hereinafter called Lesses.
(Give Permanant Address)

1. GRANTING CLAUSE. For and in consideration of the amounts stated below and of the nts and agre ts to be paid, kept and
performed by Lessee under this lease, the State of Texas acting by and through the owner of the soll, grants, leases lets unto Lesses, for
the sole and only purpose of prospecting and drilling for and producing ol and gas, laying pipe lines, building tanks, storing ol and

, the

situated in Reeves County, State of Texas, lo-wit:

EAST-HALF OF THE NORTHWEST QUARTER (E/2 NWi4) OF SECTION 30, BLOCK 58, PSL SURVEY

containing 80 _ acres, more or less. The bonus consideration paid for this lease is as follows:

To the State of Texas: Two Hundred Fifty and No/100
Dollars ($250.00)

To the owner of the soil: Two Hundred Fifty and No/100
Rellars ($250.00)

| Total bonus consideration: Five Hundred and No/100
Rollars ($500.00)

The total bonus ideration paid represants a bonus of _Three Hundred and No/100
Dollars ($30000 ) perscre.on1666 netacres

2. TERM. Subject to the other provisions in this lease, this lease shall be for a term of _Three (3) years from
. this date (harein called “primary term”) and as long thereafter as oll and gas, or eithar of them, is produced in paying quantities from said land. As ussd
v inmhhu-,mmmmmm’wmnmmmmwm-mmuodmm-)
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or its successors (which shall continue as the deposiiory regardiess of changes in the ownership of said land). the amount specified below, ir-eddien:

BOOK VD¢ pacE 243

m

covered exceed out of pockel operational expenses for the six months last past. 2

1mvmmm"—v1rnr-—ow_mwm
e yy-on-or-betore-sueh ey A B RAH Py B BRSNS Hhe St o ihe Bon Srie e eedd s lie 11y g g Do Up Lease
Bank, at

DT TR TOTEITT T, Payments under this paragraph shall be in the following amounts:

To the owner of the soil: §3/100
Dollars ($_83 )
To the State of Texas: §3/100
Doltars (3,83 )
Total Delay Rental: One and 66/100
Dollars (51.66 )
In & like manner and upon like pay ts or tend lly, the it of & well may be further deferred for successive periods of one (1) :
year each during the primary lerm. All payments or tenders of rental to the owner of the soil 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 its successor bank) should i
cease (o exist, suspend business, liquidate, fail or be succeeded by another bank, or for any reason fail or refuse to accept rental, Lessee shall not be

heid in default for failure to 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 tenders.

«Pmmmmum.mmaumm.mwumuuﬁwummnmdmm
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 oll or gas run through a separator or other equipment, as hereinafier provided,
shall be 1/4 __part of the gross production or 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 determined by 1) the highes! posted price, plus pramium, if any, offered or paid for oil, condensate, distillate, or other liquid
hydrocarbons, respectively, of a like type and gravity in the general area where produced and when run, or 2) the highast market price thereof offered or
paid in the general area where produced and when run, or 3) the gross proceeds of the sale thereof, whichever is the greater, Lessee agrees that before
any gas produced from the leased premises is sold, used or processed In a plant, it will be run free of cost (o the royalty owners through an adequate oll
and gas separator of conventional type, or other equipmaent at leas! as efficient, so that all liquid hydrocarbons recoverable from the gas by such means
will be ed. The requirement that such gas be run through a separator or other equipment may be waived, in wriling, by the royalty owners upon
such terms and conditions as they prescribe.

(B) NOM 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, pmummwmwww(wuwwwmmwpmh-m
for the extraction of gasoline, liquid hydrocarbons or other products) shall be 1/4 part of the gross product t th f, ol the
option of the owner of the soil or the Commissioner of the General Land Office, mmmumnmmnwmmmmumm
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, cormection to be made for pressure according to 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 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 vaiue thereof, at the option of the owner
of the soil or the Commissioner of the General Land Office. All royalties due herein shall be based on one hundred parcent (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 tolal plant production of liquid hydrocarbons atiributable lo the gas produced from this lease; provided that if liquid hydrocarbons are
recovered from gas processed in a plant in which Lassee (or its parent, subsidiary or affiliate) owns an interesi, then the percentage applicable 10 liquid r
uyumcmmnb-mmfm;whwmmmnmmMwammunwam i
qmmmﬁhﬂdmaw(ulmhmnmmmﬂ-hbfulmnumbohgmh Q agre nts or contracts in |

Y), which is the g . The respective royalties on residue gas and on liquid hydrocarbons shall be determined by 1) the highest market |
MMquuww(uMM)deﬂyhmm“orZ)nuwuamanlewmm
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.

MIMW.MNWM.MuwmmmeMw(MM
hydrocarbons) whether said gas be "casinghead,” “dry,” or any other gas, by fractionaling, buming or any other pro g shall be 1/4 part of
the gross production of such products, or the market value thereof, uhw&ndmmdhﬂwhcﬂnmmdmwmm
such market value to be determined as follows: 1) on the basis of tha 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 prod: are produced, whi is the |
greater. |

5. MINIMUM ROYALTY. During any year after the expiration of the primary term of this leass, if this lease is maintained by production, the |
royalties paid under this lease in no avent 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 & sum equal to the lotal annual rental lesa 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

P —— YT 1 e ’ —res s e g St LW"WW-J
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paragraph, the delay rental amount shall be one dollar ($1.00) per scre

8. ROYALTY IN KIND, Notwithstanding any other provision in this lease, sl any time or from lime to time, the owner of the soil or the
Commissioner of the General Land Office may, at the option of either, upon not less than sty (80) days notice to the holder of the lease. require that the
payment of any royalties accruing to such royalty owner under this leass be made in kind The owner of the soil's or the Commissioner of the General
Land Office’s right 1o take its royalty In kind shall not diminish or negate the owner of the soll's or the Commissionar of the Ganeral Land Office’s rights
or Lessea's obligations, whather express or impled, under this lease

7. NO DEDUCTIONS. Lesses agrees thal all royalties accruing under this lsase (including those paid in kind) shall be without deduction for
\ the cost of producing, gathering, storing, rating, treating, dehydrating, compressing, processing, transporting, and otherwise making the oil, gas and
| mmmmwmum L-whmh.ﬂmwﬂhmhmmw 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 represant this lsase's proportionate share of any fuel
| used 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 soil and the Commissioner of the Genaral Land Office, Lessee may recycle gas for gas [t purposes on the leased premises of for
| injection into any oil or gas producing formation undertying the leased premises after the liquid hydrocarbons contained In the gas have been removed: |
i no royalties shall be payable on the recycled gas until it s produced and sold or used by Lesses in @ manner which entities the royalty owners 1o &
{ royalty under this leass

9. ROYALTY PAYMENTS AND REPORTS. All royalties not taken in kind shall be pakd to the Commissioner of the Ganeral Land Office at
| Austin, Taxas, in the following manner:

Payment of royalty on production of oll and gas shall be as provided in the rules set forth in the Texas Register. Rules curmently provide that royalty on oil
Is dus and must be received in the Genaral Land Office on or before the Sth day of the wd month ‘.,hmhdmm 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 g the month of production,
wwmmuum.wumwmmmmmmmmnuwwm
and showing the gross amount and disposition of all oll and gas produced and the market value of the oll and gas, together with a copy of all documents,
records or reports confirming the gross production, disposition and market value including gas meter readings, pipeline receipts, gas line receipts and
other checks or memoranda of amount produced and put into pipelines, tanks, or pools and gas lines or gas storage, and any other reports or records }
which the General Land Office may require to verify the gross production, disposition and market value. In all cases the suthority of 8 manager or agent
to act for the Lessee harein must be filed in the General Land Office. Each royalty payment shall be accompanied by a check stub, schadule, summary
or other remittance advice showing by the assigned General Land Office lease number the amount of royalty being paid on sach lease. If Lasses pays
his royaity 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
4 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
o 8 penalty, royalties shall accrue interest at & 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 @ penalty in an amount set by the General Land Office administrative rule
which is effective on the date when the affidavits or supporting documents were due The Lessee shall bear all responsibility for paying or causing
royalties to be paid as prescribed by the due date provided herein. Payment of the delinquency penalty shall in no way operate to prohibit the State's
right of forfelture as provided by law nor act to postpons the date on which royalties were originally dus. The above penalty provisions shall not apply in
cases of title dispute as to the State’s portion of the royalty or to that portion of the royafty in dispute as to falr market value

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually furnish the Commissioner of the General Land Office

1 with its best possible estimate of oll and gas reserves underfying this lease or allocable 10 this lease and shall fumish said Commissioner with coples of
1 all contracts under which gas is sold or processed and all subsequent agreements and amendmants to such contracts within thirty (30) days sfter
entering into or making such contracts, agreements or amendments. Such contracts and agresmants when recelved by the General Land Office shall be
held in confidence by the General Land Office uniess otherwise authorized by Lessee. All other contracts and records pertaining o the production,
transportation, 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 axamination by the Commissionar of the General Land Ofice, the
1 Attorney Genersl, the Governor, or the represantative of any of them.

(B) 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, work , re-antry, | band or plug and abandonment of any
well or wells. mmmwmwwmmmmuwwmuwummum
mMmmmmmum»uwwmnummnmmmrun-nmu
Comminsk th permits, reports or other filings that reference this lease or any specific well on the leased premisas and that are submitied
hhTmWWumewmmmehhhwhmmw
Commisaion rules, any signage on the leased premises for the purpose of identifying wells, tank batieries or other associated improvements to the land
mﬂmnmmrmmmuwwmwmm ands, accounts, reports, cuttings and cores, or
| other information relative to the operation of the above-described premises, which may be requestsd by the General Land Office, in addition to those
| herein 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 ises and shall @ true copy of the log of sach survey on sach well
nummmmmnmmnnmdwm

B

(C) PENALTIES. Lessee shall incur a penalty whenever reports, documents or other materials are not filed in the General Land Office
whan 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
dua in the Ganeml Land Offics.

11. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. if, during the primary term hareof and prior 1o 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 oll or gas from the, leasad premisas such production thereol should cease from any cause, this lease shall not terminate i on or
befors the expiration of sixty (80) days from date of completion of said dry hole or cessation of production Lesses commences additional drilling or
reworking operstions thereon, or pays or tenders the naxt annual delay rental in the same manner as provided in this lease i during the last year of the
, primary term or within sbdy (60) days prior thereto, & dry hole be completed and abandoned, or the production of ol or gas shoukd cease for any cause,
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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
oparations 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 completec as a shut-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 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 ol nor gas is baing
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 (80) 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 royaities 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 not terminate if Lessee commences additional drilling or reworking
operations within sixty (60) days after such cessation, and this lease shall remain in full force and effect for so long as such operations continue in good
faith and in workmanlike manner without interruptions totaling more than sbdy (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 oll 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 resull 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 sbdy (80) 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 without interruptions totaling more than sixty (60) days. Lessee shall give writlen 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 & 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 being
maintained In force and effect, a well capable of producing oil or gas In paying quantities is located on the leased premises, bul oll or gas is not being
produced for lack of sultable production facilities or lack of a suitable market, then Lessee may pay as & shul-in oil 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 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 shall be one dollar |
($1.00) per acre. To be effective, sach initial shut-in oll or gas royalty must be paid on or before: (1) the expiration of the primary term, (2) 60 days after
the Lessee ceases (0 produce oil or gas from the leased premises, or (3) 60 days afler Lessee complates 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 royaity is paid, the lease shall be considered to be a producing lease and the payment shall
axtend the term of the lease for a period of one year from the end of the primary term, or from the first day of the month following the month in which
production ceased, and, after that, if no suitable production facilities or suitable market for the oil or gas exists, Lessee may extend the lease for four
more successive periods of one (1) year by paying the same amount sach 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 wall located within one thousand (1,000) feet of the leased premises and completed in the same producing ]
resarvoir, or in any case in which drainage is oocurring, 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 royaity has been paid. The Lessee may maintain the lease for four more
successive years by Lessee paying compensatory royalty at the royalty rate provided in the lease of the market value of production from the well causing
the drainage or which is completed in the same producing reservoir and within one thousand (1,000) feet of the leased premises. The compensatory
royalty is to be paid monthly, one-half (1/2) to the Commissioner of the General Land Office and one-half (1/2) to the owner of the soll, 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 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 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 not timely paid will accrue penalty and interest in accordance with Paragraph 9 of this
lease. None of these provisions will relleve Lessee of the obligation of reasonable development nor the obligation to drill offset wells as provided in
Texas Natural Resources Code 52.173; however, al 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, Lessee 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 event 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 oll well capable of producing in paying quantites and 320 acres {
surmounding 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 {
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 aliocated for production
purposes 10 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 of the well or wells located therson are reciassified so that less acreage is thereafter allocated to said well or wells for
{ production purposes, this lease shall thereupon terminate as 1o all acreage not thereafter allocated to said well or wells for production purposes.
Notwithstanding the termination of this lease as 1o a portion of the lands covered hersby, Lessee 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 hereof, together with sasements and rights-of-way for
existing roads, existing pipelines and other existing faciiities on, over and across all the lands described in Paragraph 1 hersof (“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.
(a)nommmn..|nnmmmbhmmmmmmmwwmdumummt
shall further terminate as to all depths below 100 fest below the total depth drilled (hereinafter “desper depths”) in each well located on acreage retained
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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 effedt as to
such deeper depths, and said termination shall be delayed for an additional period of two (2) years and so long thereafter as oil or gas Is produced In
paying quantities from such deepaer 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
@ square with the well located in the center thereof, or such other shape as may be approved by the Commissk of the G i Land Office. Within
thirty (30) days after partial termination of this lease as provided harein, Lessee shall axecute and record a release or releases containing a satisfactory
legal description of the acreage and/or depths not ined hereunder. The rded release, or @ certified copy of same, shail be filed in the General
Land Office, accompanied by the filing fee prescribed by the General Land Office rules in affect on the date the releass s filed. If Lessee fails or refuses
to execute and record such release or releases within ninety (90) days after being requestad 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 hersunder and record such
Instrument at 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

igr 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 oil 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 prevent undue drainage of
oil and gas from the leased premises In addition, if oil and/or gas should be produced In commercial quantities within 1,000 feet of the leased premises,
of in any case where the leased premises is being drained by production of ol or gas, the Lesses, 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
muuucmpumm1.mudmmmmmhmwmummmmm.
Failure to satisfy the statutory offset obligation may subject this lease and the owner 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 compensatory royalty under applicable statutory
parameters satisfy the obligation to drill an offset well or wells required under this paragraph.

18. FORCE MAJEURE. If, after a good faith effort, Lessee is prevented from complying with any express or implied covenant of this lease,
from conducting drilling operations on the leased premi or from producing oil or gas from the leased premises by reason of war, rebellion, riots,
strikes, acts of God, or any valid order, rule or regulation of government authority, than while so prevenied, Lessee's obligation to comply with such

nt shall be ded and Lesses shall not be liable for damages for fallure to comply with such covenants; additionally, this lease shall be
extended while Lessee is preventsd, 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 produdtion of ofl or gas.

19. 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 leased pramises, then Lessee may redeem the rights of the owner of the soil in the leasad premises by paying any mortgage,
taxes or other liens on the | d p If Lesses 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 soil

20. (A) PROPORTIONATE REDUCTION CLAUSE. if the owner of the soll owns less than the entire undivided surface estats in the above
described land, whether or not Lessee's interest is specified herein, then the royalties and rental herein provided 1o be paid 1o the owner of the soll 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 likewise proportionately reduced. However, before Lessee adjusts the
royalty or rental due to the Commissioner of the General Land Office, Lessee or his authorized representative must submit to the Commissioner of the
General Land Office a written statement which explains the discrepancy betwsen the interest purportedly leased under this lease and the actusl interest
mbynnmdumummumwwmmupﬂnmuhmmmumm
Interest not coverad by a lease, less the proportionate development and production cost allocable to such undivided interest. Howsver, in no event shall
the Commissioner of the General Land Office receive as a royalty on the gross production allocable to the undivided interest not leased an amount less
than the value of one-sixteenth (1/16) of such gross production.

(B) REDUCTION OF PAYMENTS. If, during the primary term, a portion of the land covered by this lease Is included within the boundaries
of a pooled unit that has been approved by the School Land Board and the owner of the soll In accordance with Natural Resources Code Sections
52.151-52.154, or i, 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

nt described herein, payments that are made on @ per acre basis hereunder shall be reduced according to the number of acres pooled, releasad,
surrendered, or otherwise severed, so that payments determined on & 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 @ pooled unit, or, if after the expiration of the primary term, the numbar of acres
actually retained and covered by this lease.

21. USE OF WATER. Lessee shall have the right to use water produced on said land necessary for operations under this lease sxcept water
mm«munnmahmmm.u-mummm«m-uhumumm
for waterflood operations without the prior consant of the owner of the soll.

22. AUTHORIZED DAMAGES. Lessee shall nay the owner of the soll for damages caused by s operations 1o all personsl property,
Improvements, livestock and crops on said land.

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

24. WELL LOCATION LIMIT. No weil shail be drilled nearer than two hundred (200) feet to any house or bam now on sakd premises without
tha writtan 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 poliytion. Without
limiting the foregoing, pollution of coastal wetlands, natural waterways, rvers and impounded water shall be preventad by the use of containment
facilities suficient to prevent spillage, seepage or ground water contamination In the event of pollution, Lesses shall use all means at its disposal to
recapture all escaped hydrocarbons or other pollutant and shall be responsible for all damage to public and private properties. Lessee shall build and
maintain fences around its siush, sump, and drainage pits and tank batieries s0 as to protect livestock against loss, damage or injury; and upon
completion or abandonment of any well or wells, Lessee shall fill and level all slush pits and cellars and completely clean up the drilling site of all rubbish
thereon. Lessee shall, while conducting operations on the leased premises, keep said premises free of all rubbish, cans, botties, paper cups or garbage,
and upon completion of operations shall restore the surface of the land to as near its original condition and as s 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 fitures placed
by Lessee on the k d i Including the right to draw and remove casing, within one hundred twenty (120) days after the expiration or the
mummmnmdnummmmduuo«ywu However, Lessee 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 Commissioner of the General Land Office and to the owner of the soil. The owner of the soil shall become the owner of any machinery,
fixtures, or casing which are not timely removed by Lessee under the terms of this paragraph.

27. (A) ASSIGNMENTS. Under the conditions contained in this paragraph and Paragraph 29 of this lease, the rights and estates of either
party to this lease may be assigned, in whole or in part, and the provisions of this lease shall extend to and be binding upon their heirs, devisees, legal
representatives, successors and assigns. However, a change or division in ownership of the land, rentals, or royalties will not enlarge the obligations of
Lessee, diminish the rights, privileges and estates of Lessee, impalr the effectiveness of any payment made by Lessee or impair the effectiveness of any
ﬂWWMAﬁdmmamnmdhwmuwwwmhmmmmm)aw
after the owner of the soll (or his heirs, devisees, legal rep igns) fumnishes the Lessee with satisfactory written evidence of the change
hmump,mummmdmwnmmdwmmwmwuamu.
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. nmmumhhmummmdmmmmmmwmmmum
as between the several 9 1o the area of each, and failure by one or more of them to pay his share of the rental shall not affect
mmmnmdwmmmmwmnmmummnhm«mmmmm.mm
copy of such assignment in the General Land Office before the nexi rental paying date, the entire lease shall lerminate for fallure to pay the entire rental
due under Paragraph 3. Every assignee shall succeed to all rights and be subject to all obligations, liabilites, and penalties owed o the State by the
original lessee or any prior assignee of the lease, including any llabiiities 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 & were made to the owner of the soll 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) a partnership in which the owner of the soll is a partner or is an employee of such a partnership;

(4) & principal stockholder or employee of the corporation which s the owner of the soil,

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

(6) & fduciary for the owner of the soil, including but not limited to @ guardian, trustee, exacutor, administrator, recaiver, or conservator for the
owner of the soll; or

(7) & family member of the owner of the soll or related to the owner of the soil by marriage, biood, 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 soll and place of record a releass 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 sumendered. If any part of this lease is property surmendered, the
delay rental due under this lease shaill be reduced by the proportion that the surrendered acreage bears to the acreage which was covered by this lease
immediately prior to such surrender; h , such rek will not relieve Lessee of any liabilities which may have accrued under this lsase prior to the
surrender of such acreage.

29. FILING OF ASSIGNMENTS AND RELEASES. If all or any part of this lease s assigned or released, such assignment of release mus! be
recorded in the county where the land is situated, and the recorded instrument, or @ 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 sccompanied by the
prescribed filing fee. If any such assignment is not so filed, the rights scquired 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 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 exscution of this lease and the rights and duties of the parties. Any collateral
agreements conceming the development of oif 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 disciose any facts affecting the State's interest in
the leased premises. Whan the interests of the owner of the soll conflict with thosa of the State, the owner of the soil is obligated to put the State's
Interests before his personal interests.

32. FORFEITURE. if Lessse shall fail or refuse to make the payment of any sum within thity days after it becomes due, or if Lasses or an
authorized agent shoukl knowingly make any false retum or false report conceming production or drilling, or if Lassee shall fall or refuse to drill any
offset well or wells in good faith as required by law and the rules and regulations adopted by the Commissioner of the General Land Office, or If Lesses
Muuhmmmmmmmaummmmmmmwumuwm the School
Land Board, or the Railroad Commission, or if Lessee should refuse the proper authority rds pertaining to operations, or if Lesssa or
mmmmummmwnuu-hwmmummmmm mmmum«mummmw
Land Office a correct log of any weil, 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 forfeit same when sufficiently informed of the facts which authorize @ forfeiture, and when forfelted the area shall again be
subject to lease under the terms of the Relinquishment Act. M . nothing herein shall be construed as waiving the automatic termination of this
lease by operation of law or by reason of any special limitation ansing hersunder. Forfeitures may be set aside and this lease and all rights thereunder
reinstated before the rights of another intervens 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 52136, the State shall have a first lien upon all oil 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 leases. By acceptance of
this lease, Lessee grants the State, in addition to the lien provided by Texas Natural Resources Code 52.138 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 futures on and improvements to the
leasad premises used in connection with the production or processing of such leased minerals in order to sacure the payment of all royalties or other
amounts due or to become due under this lease and to secure payment of any damages or loss that Lessor may suffer by reason of Lassee’s breach of
any covenant or condition of this lease, whether express or implied. This len and security interest may be foreciossd with or without court proceedings In
the manner provided in the Title 1, Chap. 9 of the Texas Business and Commerce Code. Lesses ag that the C ! may require Lessees to
execute and record such Instruments as may be reasonably necessary to acknowledge, attach or perfect this lien. Lessee hereby represents that there
are no prior of suparior liens arising from and relating to Lessea’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 leass forfelted as provided
herain.

3. POOLING. Lessee is hersby granted the right to pool or unitize the royalty interest of the owner of the soll under this lease with any other
leasshold or mineral interest for the exploration, development and production of ol or gas or sither 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 soll agress that the inclusion of this provision in this lease satisfies the
exacution requiremants stated in Texas Natural Resources Code 52 152

35 INDEMNITY. Lessee hersby rele and discharges the State of Texas and the owner of the soil, their officers, empioyees, partners,
agents, contractors, subcontractors, guests, invitees, and their respective successors and assigns, of and from all and any actions and causes of action
of every nature, or other ham, including environmental 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, 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
Agreement, or by any other negligent or strictly liable act or omission of Lessee. Further, Lesses hersby agrees to be liable for, axonerate, 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, labilities, 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 llablity, including attomeys’ fees and other legal expenses, including those related to
environmental hazards, on the leased premises or in any way related fo Lesses's fallure 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; wmummmauummm-hmumdmmumuuuw
or any other act or omission of Lessee, its directors, officars, employses, partners, agents, cor jboontractors, guests, invitees, and their
mmmmewmauwwmmw wnbohbhbf . Indemnify, defend and
hold harmiess the State of Texas and the owner of the soll, their officers, employses, mwmu\-mmwmhmm

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
poliution of any anvironmental medium, including soll, surface waters, groundwater, sediments, and surface o subsurface strata, ambilent air or any

nmmmmmummmm bmnnwmm cmw-mmumm
(CERCLA), 42 U.5.C. Sections 9601, et seq ), or toxic subst under any federal, state, or local law or regulation ("Hazardous Materials®), except

wmmmmhmmdmwMaMWWﬂmﬁhhmmmwlm
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 18 NOT LIMITED TO, LIABILITY FOR RESPONSE
ACTIONS UNDERTAKEN PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IMMEDIATELY

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 pther applicable statutes and amendments thereto, and i any provision in this lease does not conform to thess
statutes, the statutes will prevall over any forming lease provisions.

Trus wd Correct
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- 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 General Land Office of the State of Texas. Once the filing requirements found in Paragraph 39 of this lease have been satisfied, the sffective date
of this lease shall be the date found on Page 1.

39. LEASE FILING. Pursuant to Chapter § 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 thersof 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 uniess it
recites the actual and true consideration paid or promised for execution of this lease. The bonus due the State and the prescribed fiing fee shall
accompany such cerified copy to the General Land Office.
LESSEE
—_—
gy Walter P. Roach %72(\
Title:

o2 /3 /D wﬂﬁpﬁ‘

STATE OF TEXAS . STATE OF TEXAS
BY:_ﬂ’%déﬁ&-ﬁ BY:

Michelle
Individualty 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
ay: BY:
Individually and as agent for the State of Texas Individuaily and as agent for the State of Texas
Date: Date:

-
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STATE OF __%.;%.:L (CORPORATION ACKNOWLEDGMENT)

countyor 288 e a
BEFORE ME. the undersigned suthorty. wummm\bm\ L ?_md.u

mumhuhmmmhmm
of =S ] and acknowledged to me that he
exacuted the same for the purposes and consideration thersin expressed, in the capacity stated, and as the act and deed of said corporation.

Given under my hand and sesl of office this the day 2007

Notary Public in and for

STATE OF (INDIVIDUAL ACKNOWLEDGMENT)
COUNTY OF
BEFORE ME, the undersigned authority, on this day personally appeared _Michelle James

I:nomhmbhhm“mmuﬂeﬂnﬂhhmmwmbmmmmhmhh
purposes and consideration therein expressad.

wmmmmwumum&r__mu Fhcuar [ ,mﬁj

/ JFJH’W(\ﬁa lg ¢ !
Public in and for _L.L lﬁllf_l;- C‘ILL_-};TX 7

(INDIVIDUAL ACKNOWLEDGMENT)

STATE OF
comrvor_| VAL
moniuﬁmmwm.mummwi'ﬂ'fhﬁtw /_TCLﬂLéJ

known to me to be the per whosa are subscribed to the foregoing instn nt, and ack Aadiged to me that they executed the same for the
purp and ion therein exp d |
Given under my hand and seal of office this the day of 20
|
Notary Public in and for ?
|
I STATE OF (INDIVIDUAL ACKNOWLEDGMENT)
COUNTY OF

BEFORE ME, the undersigned authority, on this day p alty ap od

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

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

——— e —
Y PROVISION HEREW WHICH RESTRIETS THE SALE, RENTAL,

O USE OF THE DESCRTBED REAL PROPERTY BECAUSE OF COLOR
;mmu-l-

FILED POR RECORD ON THE 23RD  pay or FEBRUARY A.D. 2007 2:59 P. N.

DULY RECORDED on E _28TH  pay o FEBRUARY A.D. 2007 2:00 B.

."\IL‘ r )
T L\\ l_",‘w DIANNE 0. FLOREZ, COUNTT CLERK

. ;
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By

CERTIFIED TRUE AND CORRECT COPY CERTIFICATE
STATE OF TEXAS .

COUNTY OF REEVES

The above and foregoing is a full e and corract

original record now in my lawful custody and pos
filedfrecarded in the public records of
PAGE _242 THRU

photographic copy of the
session, as the same ig

my office, found in VOL.
250 OFFIEIE%RB
I hereby cariified on 4 /25 l 2007___

-8 DIANNE O, FLO COUNTY CLERK
EVES COUNT
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FILE# 825

Ravised, September 1997 Paid-Up

R e D R

The 9tat¢ of @'Bxa "

Austin, Texas

OIL AND GAS LEASE

THIS AGREEMENT is made and enterad into this_ 27th day of
by and through its agent,

of 321 Guifton Drive, Portiand, Texas 78374 :
(Give Permanent Address)
said sgent herein referred to as the owner of the soil (whether one or more), and Petro-Hunt, LLC

of_1601 Ekm Street, Sulte 3400, Dallas, Texas 75201-7201 hereinafter calied Lesses
(Give Parmanent Address )

200§, between the State of Texas, acting

1. GRANTING CLAUSE. For and In consideration of the amounts stated below and of the covenants and agresments to be paid, kept and
performed by Lesses 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, storing oll and building power |
- stations, telephone lines and other structures therson, to produce, save, take care of, treat and transport sakd products of the lease, the following lands '
situated in Reeves County, State of Texas, to-wit:

|
EAST-HALF OF THE NORTHWEST QUARTER (E/2 NWi4) OF SECTION 30, BLOCK 58, PSL SURVEY E

4 containing _80 acres, more of less. The bonus consideration paid for this leass is as follows:

To the State of Texas: Twe Hundred Fifty and No/100
Dollars ($250.00)

To the owner of the soil: Two Hundred Fifty and No/100
Dollars ($250.00)

Total bonus consideration: Five Hundred and No/100
Dollars ($500.00)
The total bonus consideration paid represants a bonus of _Three Hundred and No/100
Dollars ($30000 ) peracre on1666  netacres.

2. TERM. Subject to the other provisions in this leass, this leass shall be for a term of _Thres (3) yoars from

& this date (hersin called “primary term”) and as long thereafier as oil and gas, or sither of them_ is produced in paying quantities from said land. As used
In this lease, the term “producad in paying quantities” means that the recsipts from the sale or other authorized commercial use of the substanca(s)
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covered axceed out of pockel operational expenses for the six months last past. .

1mvmm.m*mmmm
e i e s raaan ARaL Ry et bandas e the aunns el lna aasaebe ke et sebie LG e

Bank, at
of its successors (which shall continue as the depository regardiess of changes in the ownership of said land), the amount specified below, i-addilien—
TETTEE ST Ry O et e O O M S O NE RO HE-SENE AT AN OO - OF-THEOTATE-SFFEAS AT ADSFN-—FENAS - surmron—

‘ohe-ttyeurirom-eawd-dete. Payments under this paragraph shall be in the following amounts.

To the owner of the soil: §3/100

Dollars ($_83 )
To the State of Texas: §3/100

Dollars (5,83 )
Total Delay Rental: One and 66/100

Dollars (31,66 )

In a 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 each during the primary term. All payments or tenders of rental 1o the owner of the soil 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 ts successor bank) should
cease Lo exisl, suspend business, liquidate, fail or be succeeded by another bank, or for any reason fail or refuse 1o accepl rental, Lessee shall not be
held in defaull for fallure to make such payments or tenders of rental until thirty (30) days after the owner of the soll shall deliver 1o Lessee a proper
recordable instrument naming another bank as agent to receive such payments or tenders.

tmm&ﬂ!l.Uponprodudioﬂdeluﬂorgu,Mwbmumﬁhhpﬂdmﬂ(m)dwm
provided for in this lease 1o 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 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 hereinafter provided,
shall be 1/4 __ part of the gross production or the market value thereof, al the option of the owner of the soil or the Commissioner of the General Land
Oﬂiel mmmummou)mommtmupnu plus premium, if any, offered or paid for oil, condensate, distillate, or other liquid

ctivaly, of a like type and gravity in the general area where produced and when run, or 2) the highes! markel price thersof offered or
pwmmm-mmmmmmnmn or 3) the gross proceeds of the sale thereof, whichever is the greater. Lesses agrees that before
any gas produced from the | d premises Is sold, used or processed in a plant, it will be run free of cost 1o the royalty owners through an adequate oil
and gas separator of conventional type, or other equipment at leas! as efficient, so that all liquid hydrocarbons recoverable from the gas by such means
will be recovered. The requirement thal such gas be run through a separator or other squipment may be waived, in writing, by the royalty owners upon
such terms and conditions as they prascribe.

(B) NON PROCESSED GAS. Royalty on any gas (including flared gas), which is defined as all hydrocarbons and g 18 sub
wmuoﬂhlmmM)mWMWM%:&HW(WUWWWWMguMhnM
for the exiraction of gasoline, liquid hydrocarbons or other products) shall be 1/4 part of the gross production or the market value thereof, al the
option of the owner of the soil or the Commissioner of the General Land Office, such value to ba based on the highest market price paid or offered for
gas of comparable quality In the general area where produced and when run, or the gross price paid or offered to the producer, whichever is the greater,
provided that the maximum pressure base in measuring the gas under this lease shall not at any time exceed 14 65 pounds per square inch absolute,
and the standard base lemperature shall be sixty (60) degrees Fahrenheil, correction (o be made for pressure according 1o Boyle's Law, and for specific
gravity according to lesis 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 shallbe 1/4  par of the residue gas and the liquid hydrocarbons extracted or the markel 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 atiributable to gas produced from this lease, and on fifty parcent (50%), or that percent accruing to Lessee, whichever |s the
greater, of the total plant production of liquid hydrocarbons aftributable to the gas produced from this lease; provided that if liquid hydrocarbons are

d from gas p d In a plant in which Lassea (or its parent, subsidiary or affillate) owns an interest, then the percentage applicable to liquid

agreement negoliated al arm’s length (or if there is no such third party, the highest percent then being specified in processing agreements or contracts in
the industiry), whichever is the greater. The respective royaities on residue gas and on liquid hydrocarbons shall be determined by 1) the highes! market
price paid or offered for any gas (or liquid hydrocarbons) of jparable quality in the general area, or 2) the gross price paid or offered for such residue
gas (or the weighled 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 nol 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, burming or any other p ing shall be 1/4 part of
the gross production of such products, or the market value therecf, at the option of the owner of the soll or the C issioner of the G | Land Office,
such market value lo 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 s the
greater.

5. MINIMUM ROYALTY. During any year afler the expiration of the primary term of this lease, if this lease is maintained by production, the
royalties paid 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 o the lotal annual rental less the
amount of royalties paid during the preceding year. If Paragraph 3 of this lease does nol specify a delay rental amount, then for the purposes of this

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

8. ROYALTY IN KIND. Notwithstanding any other provision in this lease, at any time or from time to time, the owner of the soil or the
Commissioner of the General Land Office may, at the option of either, upon not less than sixty (60) days notice to the holder of the leass, require that the
payment of any royalties accruing to such royalty owner under this lease be made in kind. The owner of the soif's or the C of the Ge! I
Land Offica’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 Lessse's obligations, whather 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, sep: 'g, treating, dehydrating, compressing, processing, transporting, and otherwise making the oil, gas and
other products hereunder ready for sale or use. Lessee agress to compute and pay royalties on the gross value received, induding any reimbursements
for saverance 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 hereundaer in any processing plant. Notwithstanding any other provision of this lease, and subject to the written consant of
the owner of the soil and the Commiasioner of the Genaral Land Office, Lesses may recycle gas for gas it purposes on the leasad premises of for
Injection into any oil or gas producing formation undertying the leased premises after the liquid hydrocarbons contained in the gas have bsan removed,
no royalties shall be payable on the recycled gas until it is produced and sold or used by Lessee in 8 mannaer which entities the royalty owners to @
royalty under this lease.

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

lemohwllyonpmduwonolal.ndgumllbo-WhhwﬂMhNTmmw.RmmmmeDnﬂ
Is due and must be received in the General Land Office on or before the 5th day of the second month succeeding the month of production, and royalty
on gas is due and must be received in the General Land Office on or before the 15th day of the d month ding tha month of production,
accompanied by the affidavit of the owner, gar or other authorized agent, plated in the form and manner prescribed by the General Land Office
wmmmmmdﬁmﬁbﬂdlﬂdmmmwhMuhdhﬂlww.w-ﬁhamdﬂm‘

rds or reports firming the gross production, dispasition and market value including gas meter readings, pipel ipts, gas line ipts and
mm«mdmmmmmm.m.mmmg-Muww.mmmmmm
memmmmmhwhwm.mmmm.Inlln-—huMdowuw
wuwmmmmumn‘hwwo«u.mmnwmmmmw.mm.m.-mq
wmmmmwmmwwmmwnmuwmmmmm.nuuupm
mmmummmpm-ﬁ-umw-—m.mu—um-mummmmummmmh
o-w.AmwmhmlﬂmM)mmdum-wwu1uunmm«mmmum.m.ddmm
waunm.muummuunmorﬂ%wmwmnmmmmnmhmm:mmmu.
Affidavits and supporting documents which are not fllsd when due shall incur @ penalty in an amount set by the General Land Office administrative rule
MhMmhMMhMumMmm.mmmmdmhm«m
mmumumwnumwm.wummmmnmmmnwhaﬁ'n
MdhﬂMﬂmwbmmHMhmmMMw‘wu‘mmwmmwmm
cases of title dispute as to the State's portion of the royalty or to that portion of the royalty in dispute as to fair market value.

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessos 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 to this lease and shall furnish said Commiasioner with copies of
all contracts under which gas is sold or pr d and all sub g vents and amendments 1o such contracts within thirty (30) days after
entering into or making such contracts, agr ts or amendments. Such contracts and agreements when received by the General Land Office shall be
Mhmmnwwmmmmwm.ummmmmumm.
transportation, sale and marketing of the oil and gas produced on said premises, including the books and accounts, mceipts and discharges of all wells,
tanks, pools, meters, and pipelines shall at all imes be subject to inspection and examination by the Commissioner of the General Land Office, the
Aftorney G , the G: , of the rep tative of any of them.

mrﬂum.mnemwmmdummmmmmwnmmdm
G«wwummmmuwmmmmmm,m,W.MMummmmw
wall or wells. Such written notice to the General Land Office shall include copies of Railroad C forms for application to drill. Coples of well
u.u.Mmmmmmuwumwwm-mmmnmmmnmmm
Conmnwn.Mmm.mwmmmmuhmummuuhmmman
mu'ru-qummmmwmmhmmmnum,hmmw
wmmwmummummdmm.MMumwmmmw
must also include the word “State.” Lasses 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 requested by the Genersl Land Office, in addition to those
herein expressly provided for. Lesses 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 pr and shall transmit 8 true copy of the log of sach survey on sach well
to the General Land Office within fiftean (15) days after the making of said survey.

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

11. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. H, during the primary term hamof and prior to discovery and
pruwuuonuouagumuuw.mmm-nm«mm.ulmmmmwmmmmw
actual production of oil or gas from the. leasad premises such production thereof should cease from any cause, this lease shall not terminate if on or
before the expiration of sixty (60) days from date of completion of said dry hole o cessation of production Lesses commences additionab drilling or
reworking operations therson, or pays or tenders the next annual delay rental in the same manner as provided in this lease. If, during the last yeerof the
primary term or within sixty (60) days prior thereto, a dry hole be pheted and abands , or the production of oil or gas should cease for any eause,

True and Correct
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Lessee's rights shall remain in full force and effect without further operations until the expiration of the primary tem, and if Lessee has hot resumed
production in paying quantities at the expiration of the primary term, Lessee may maintain this lease by conducting additional drilling or reworking
operations pursuant to Paragraph 13, using the expiration of the primary term as the date of cessation of 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 lime 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 ol nor gas is being

than sixty (60) 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 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 lased
premises, after once obtained, should cease from any cause, this lease shall nol terminate 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 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 8o long as oil or gas is produced from the lsased premisas in paying quantities or payment
of shut-in oil or gas well royaities 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 compietion 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 work Vike without interruptions totaling more than sixty (60) days. Lessee shall give writtan notice
to the General Land Office within thirty (30) days of any cessation of production.

14. SHUT-IN ROYALTIES. For purposes of this paragraph, “weil" means any well that has been assigned a well number by the state agency
having jurisdiction over the production of oll and gas. If, at any time after the sxpiration 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 ol or gas s not being
produced for lack of suiltable production facilities or lack of a suitable market, then Lessee may pay as a shul-in oll or gas royalty an amount equal to
double the annual rental provided in the leasa, but nol 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 nolt 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 bafore: (1) the expiration of the primary term, (2) 80 days after
the Lessee ceases 1o produce oll or gas from the leased premisas, or (3) 60 days after Lessee completes a drilling or reworking operation in accordance
with the lease provisions; whichever date is latest. Such payment shail be made one-half (172) 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 o be a producing lease and the payment shall
axtend the term of the lease for a period of one year from the end of the primary term, or from the first day of the month following the month in which
production ceased, and, after that, if no suitable production facilities or suitable market for the oil or gas exists, Lessee may extend the lease for four
more successive periods of one (1) year by paying the same amount sach year on or before the expiration of sach shul-in year.

16. 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
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, 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 royalty has been paid. The Lessee may maintain the lease for four more
successive years by Lessee paying compensatory royaity 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 reservolr and within one thousand (1,000) feet of the leased premises. The compensatory
royalty is to be paid monthly, one-haif (1/2) to the Commissioner of the General Land Office and one-half (1/2) to the owner of the soil, beginning on or
before the last day of the month following the month in which the ol 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 premisas. If the compensatory royalty paid in any 12-month paeriod
Is @n amount less than the annual shut-in oll 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 y royalty payments which are not timaly paid will acorue penalty and interest in accordance with Paragraph 9 of this
lease. None of these provisions will relieve Lessee of the obligation of bie devel nt nor the obilig: 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 satisty the obligation to drill offset welis.

16. RETAINED ACREAGE. Notwithstanding any provision of this lease to the contrary, after a well producing or capable of producing oll or
wmmmmhmmmm“nmunwmwmmmmma
wells as may be reasonably necessary for the proper development of the d p and in markating the production thereon.

(A) VERTICAL. In the event this lease is in foroe and effect two (2) years after the expiration date of the primary or extended term i shall
then terminate as to all of the eased premisas, EXCEPT (1) 40 acres surrounding each oil well capabile of producing in paying quantities and 320 acres
surrounding each gas well capable of producing in paying quantities (including a shul-in oll or gas well as provided in Paragraph 14 hereof), or & 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 @ proration unit for each such producing well under the rules and regulations of the Railroad Commission of Texas, of any successol
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 thersafter allocated 1o said well or wells for
production purposes, this lease shall thereupon terminate as to all acreage not thereafier allocsted o 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 hereof, 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 1o 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 terminate as to all depths below 100 feet below the tolal depth drilled (hersinafter “deeper depths®) In each well located on acreage retained
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all

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 to
such desper depths, and said termination shall be delayed for an additional period of two (2) years and so long thereafter as ofl or gas is produced in
paying quantities from such deeper depths covered by this lease

(C) IDENTIFICATION AND FILING. The surface o inesd b der as o each well shall, as nearly as practical, be in the form of
8 square with the well located in the center thereof, or such other shape as may be approved by the Commissionsr of the Ganersl Land Office. Within
thirty (30) days after partial termination of this lease as provided herein, Lasses shall execute 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 cartified copy of same, shall be filed in the General
Land Office, accompanied by the filing fee p ribed by the G | Land Office rules in effect on the date the relsase is filed. if Lessee fails or refuses
to execute and record such release or releases within ninety (90) days after being requested to do so by the General Land Office, then the
Commissioner at his sole discretion may designate by written instrument the age and/or depths 10 be released h der and record such
instrument at Lessee's expense in the county or counties whare 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.

11.orru'rw:u.s.Mmmm.cmmu.mmmpﬂ.mwuw.mmmmmunndmm
to protect the oil and gas under the above-describad land from baing drained. Lessee, sublessee, receiver or other agent in control of the leased
premises shall drill as many welis as the facts may justify and shall use appropriate means and drill to a depth ylop undue drainage of
oil and gas from the leased premises. In addition, if ol and/or gas should ba produced in commercial quantities within 1,000 fest of the leased premises,
or in any case where the leased premises is being drained by production of ol or gas, the Lessee, sublessee, 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 complated within 1,000 fest of the leased premises start producing In commercial quantities and shall prosecute such drilling with diligence.
Failure to satisfy the statutory offset obligation may subject this lease and the owner of the soil's agency rights to forfeiture. Only upon the determination
of the Commissioner of the General Land Office and with his written approval may the payment of compensatory royalty under applicable statutory
paramaters satisfy the obligation to drill an offset well or wells required under this paragraph.

18. FORCE MAJEURE. If, after a good faith effort, Lessee s prevented from plying with any exp 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, reballion, riots,
strikes, acts of God, or any valid order, rule or regulation of government authority, then while so prevented, Lessee's obligation to comply with such
covenant shall be suspended and Lessee shall not be lable 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 paymant of delay rentais in order to maintain this lease in effect during the primary temm
in the absence of such drilling or reworking operations or production of oil or gas.

18. WARRANTY CLAUSE. The owner of the soil warrants and agrees (o defend title to the leased premises. If the owner of the soil defaults
lnmmﬂhon-donlh-um.amm”mhmdhmdhﬂhhmmnmmm.
taxes of other liens on the leased premises. If Lassoe 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. Iif the owner of the soll owns less than the entire undivided surface estate in the sbove
described land, whether of not Lessee’s interest is specified hersin, then the royalties and rental herein provided to ba pakd to the owner of the soil shall
be pald to him in the proportion which his Interest bears to the entire undivided surface estate and the royalties and rental herein provided to ba pald to
the Commissioner of the General Land Office of the State of Texas shail be likewise proportionately reduced. However, before Lessee adjusts the
royalty or rental dus to the Commissioner of the General Land Office, Lesses or his authorized representative must submit to the Commissionar of the
Ganeral Land Office a written statement which explains the discrepancy betwsen the interest purportedly lsased under this lease and the actual interest
owned by the owner of the soil. The Commissionar 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. Howsver, in no event shall
the Commissioner of the General Land Office recalve as a royalty on the gross production allocable to the undivided interest not leasad an amount less
than the value of one-sixteenth (1/16) of such gross production.

(B) REDUCTION OF PAYMENTS. If, during the primary term, a portion of the land covered by this lease is included within the boundaries
of a pooled unit that has been approved by the School Land Board and the owner of the soil in accordance with Natural Resources Code Sections
52.151-52.154, or If, at any time after the expiration of the primary term or the axtended term, this lease covers & lesser number of acres than the total
amount described herein, payments that are made on 8 per acre basis der shall be reduced according 1o the number of acres pooled, rieased
surmendered, or otherwise severed, so that payments determined on & 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 @ pooled unit, or, if after the expiration of the primary term, the number of scres
actually retained and coversd by this lease.

21. USE OF WATER. Lessse shall have the right to use water produced on said land necessary for operations under this lease excep! water
mm«mdnmunmmm.wummwmu_mwmuwm
for waterflood operations without the prior consant of the owner of the soll.

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

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

24, WELL LOCATION LIMIT. No well shall be drilled nearer than two hundred (200) feet to any housa or bam now on sald premises without
the written consant of the owner of the soil.
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26. POLLUTION. in developing this ares, Lessee shall use the highest degres of care and all proper safeguards to prevent poliution. Without
mmmmdmmmwmwwmmumwn_dm
mmuwmmwmmmmmmdmu_m_amuumu
recapture ail escaped hydrocarbons of other poliutant and shall be responsible for all damage to public and private properties Lessee shall build and
maintain fences around its slush, sump, and drainage pits and tank batteries 3o as to protect livestock against loss, damage or injury, and upon
mamdqmuuwu-mwummmmmmmmnmmduw
thereon, Lessee shall, while conducting operations on the d ises, keep said premises free of all rubbish, cans, botties, paper cups or garbage,
mmmammmhmamwu-mnmmmmnumTwuw
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 ieasad pramises, including the right to draw and remove casing, within one hundred twenty (120) days afler 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 not remove casing from
any well capable of producing oil and gas In paying quantities. Additionaily, 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 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 terma of this paragraph.

27. (A) ASSIGNMENTS. Under the conditions contained in this paragraph and Paragraph 29 of this lease, the rights and estates of sither

| party to this lease may be assigned, in whole or in part, and the provisions of this lease shall extend to and be binding upon their heirs, devisees, legal

representatives, successors and assigns. However, a change or division in ownership of the land, rentals, or royalties will not enlarge the obligations of

| Lesses, diminish the rights, privileges and estates of Lessee, impair the effectiveness of any payment made by Lesses or impair the effectivenass of any

| act performed by Lesses. 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) fumishes the Lessee with satisfactory written evidence of the change

in ownership, including the original recorded muniments of titlke (or @ 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 v

| obligations under this lease. If this lease is assigned in its entirety as to only part of the acreage, the right and option to pay rentals shall be apportioned

as bet the | ratably, according to the area of sach, and failure by one or mom 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 assignee does nol file a certified

copy of such assignment in the General Land Office before the next rental paying date, the entire lsase shall terminate for failure to pay the entire rental

due under Paragraph 3. Every assignee shall succeed to ail rights and be subject to all obligations, liabiliies, and penalties owed to the State by the
original lessee or any prior assignee of the lease, including any liablities to the State for unpaid royalties.

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

In part by assignment without the prior written approval of the Commissioner of the General Land Office, this leass is void as of the time of assignment
and the agancy power of the owner may be forfeited by the Commissioner. An assignment will be treated as if & were made o the owner of the soll if the
assignee s

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

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

o)-mmhmv-munuhamaunmdmnm

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

[5)l,." or amployesa in a par hip which is the owner of the soil;

(6) a fiduciary for the owner of the soll, including but not limited 10 a guardian, trustee, executor, administrator, receiver, or consarvator for the

owner of the soll, 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 20, Lessee may al any lime 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 premisas, and thereby surmender 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 surrendered, the
delay rental due under this lease shall be reduced by the proportion that the surmendered acreage bears to the age which was d by this lease
immediately prior to such surrender; h . such will not relieve Lessee of any liabilites which may have accrued under this lease prior to the

dat of euch "

29. FILING OF ASSIGNMENTS AND RELEASES. If all or any part of this lease s assigned or released, such assignmaent of 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 asccompanied 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 o 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
agreemants concaming the development of oll and gas from the leased premises which are not contained in this lease render this lease invalid

3, 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 obligated to put the State's
interests before his personal interests.

| 32. FORFEITURE. If Lessse shall fail or refuse to make the payment of any sum within thirty days after it becomes due, or if Lessee or an

authorized agent should knowingly make any faise retum or false report conceming production or drilling, or if Lessee shall fail or refuse to drill any
“ offset well or wells In good faith as required by law and the rules and regulations adopted by the Commissioner of the General Land Office, or if Lessse
| should fail to file reports in the manner required by law or fail 1o comply with rules and regulations promuigated by the General Land Office, the School
| Land Board, or the Raiiroad Commission, or if Lassee shoukd refuse the proper authority access to the records pertaining to operations, or if Lessee or
l an authorized agent should knowingly fail or refuse to give comect information to the proper authority, or knowingly fail or refuse to furnish the General

Land Office & commect log of any well, or if Lesses shall knowingly violate any of the material provisions of this lease, or if this loase 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 to forfeiture by the

TN True and Correct

i

b 4 LU




Q00K ¢

[ PAGE 2 12

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 hersin shall be construed as walving the automatic termination of this
lease by operation of law or by reason of any special limitation arising hereunder. Forfeituras may be set aside and this lease and all rights thereunder
minstated 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 oll and gas produced from the
area covered by this lease 1o secure payment of all unpaid royalty and other sums of money that may bacome 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 | in all b d mi Is in and extracted from the leased premises, all proceeds which may accrue to
Lassee from the sale of such leased minerals, whether such proceeds are heid by Lessee or by a third party, and all fixtures on and improvements to the

Wmmmmhmumummmmmnmmwuuwum
-nourhdu-ubboa:m-dumﬂbuo-dbmmldwmuhu“hu«maﬂhmd“nmd
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mmmhwm1cwnuuunmm-mcuwmcmm g that the C may require Lesses to
execute and record such Instruments as may be cknowledge, attach or parfect this len. Lesses hersby represents that there
nmmwmmmmwmbuﬂammumwumm—-muum
Should the Commissioner at any time determine that this represantation is not true, then the Commissioner may declare this lease forfelted as provided
herein.

34. POOLING. Lesses is hereby granted the right to pool or unitize the royalty interest of the owner of the soil under this lease with any other
hu-holdormhoulmmnwmmmddupwoﬂwduunmhmm-“uw
by the School Land Board and the Commiasi 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 agrees that the inclusion of this provision in this lease satisfies the
execution requirements stated in Texas Natural Resources Code 52 152

35. INDEMNITY. Lessee hereby releases and discharges the State of Texas and the owner of the soil, their officers, employses, pariners,
agents, contractors, subcontractors, guests, invitees, and their respective successors and assigns, of and from all and any actions and causes of action
of every nature, or other harm, including environmental harm, for which recovery of damages is sought, including, but not limited 1o, 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 operations
olorforuuuonlholuucprcmbulendﬂ.ormdmymmduhmwm’lmdmoﬂhaMWMbmdmu
Agresment, or by any other negligent or strictly liable act or omission of Lessee. Further, Lesses hereby agrees to be liable for, axonerate, indemnify,
defend and hold harmbess the State of Texas and the ownaer of the soil, their officers, employees and agents, their successors of assigns, against any
and all claims, labilities, losses, damages, actions, personal injury (induding death), costs and axpenses, or other harm for which recovery of damages
is sought, under any theory including tor, contract, or strict lisbility, including attomeys’ fees and other lsgal sxpensaes, including thosa related to
environmental hazards, on the leased premises or in any way related 1o Lessee's fallure to comply with any and all environmental laws, those arising
m«hwmmeumm-mmmmdu-umummmm thosa arising from Lessee's use of the

rface of the d p ; and those that may arise out of or be occasioned by Lasses's breach of any of the terms or provisions of this Agreement
orwwurndumhlbndl.m its directors, officars, employees, partners, agents, contractors, subcontractors, guests, invitees, and their
and assigns. Each assignes of this Agreemant, or an Interest therein, agrees 1o be liable for, , Indemnity, defend and

hoﬂhunh-ﬂ-&tﬂdT—l\dmmdlhid their officers, mmwhﬂnmmpmmdlhuuhm-m
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 safeguards to prevent contamination or
poliution 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 leased premisas, by any wasie, pollutant, or contaminant. Lessee shall not bring or permit to remain on
mmmmmmmmmm-wuammuwmmmmu
hazardous substances (as the term "Hazardous Substance” is defined in the Comp ntal Resp , Compensation and Liability Act
(CERCLA), 42 U.5.C. Sections 8601, umiummmwmuummummmmnuhv axcapt
ordinary products commonly used in connection with oil and gas exploration and development operations and stored in the usual manner and quantities.
LESSEE'S VIOLATION OF THE FOREGOING PROMIBITION 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
ANYCLAIIS,W.M.MM.MW.MWWWWMAM'MANDGOURT
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, 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 statutes and amendments thereto, and if any provision in this lease does not conform to these
statutes, the statutes will prevail over any nonconforming leasa provisions
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38. EXECUTION. This oll and gas lease must be signed and acknowledged by the Lesses bafors it is flled of record in the county records and
in the General Land Office of the State of Texas. Onoe the filing requirements found in Paragraph 39 of this lease have boen satisfied, nmm
of this lease shall be the date found on Page 1.

39, LEASE FILING. Pursuant to Chapter @ of the Texas Business and Commare Code, this lease musi be filed of record in the office of the

Office. This lease is not effective until a cenified copy of this lease (which is made and certified by the County Clark from his mcords) 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 L}
recites the actual and true consideration paid of promised for axecution of this isase. The bonus due the State and the prescribed fling fee shall

accompany such certified copy to the General Land Office
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| ——— 2 T & (CORPORATION ACKNOWLEDGMENT)
COUNTY OF f\ruzl,c)%;
BEFORE ME, the undersigned authority, on this day personally sppearsd ¢ { A Mo D ‘/‘MCL |
known to ma to be the person whose name s subscribed to the foregoing instruments as
of and acknowledged to me that he
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Public in and for
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STATE OF T&L n, M z'n‘l. (INDIVIDUAL ACKNOWLEDGMENT)
county oF _NLel e e
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known to me L0 be the persons whose names are subscribed to the foregoing Iinstrument, and acknowledged to me that they exscuted the same for the
purposes and consideration therein axpressad.

Given under my hand and seal of office this the day of 20
| Notary Public in and for
|
emﬁorrkhﬁw (INDIVIDUAL ACKNOWLEDGMENT)
cwmopmu&}\w
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known to me to be the persons whose names are subscribed to the ing Instrument, and ack ¢! ‘nmmmmmmum
208\
Notary Public in and for N
‘ STATE OF (INDIVIDUAL ACKNOWLEDGMENT)
| BEFORE ME, the undersigned suthority, on this day p ity appeared
known to me to be the persons whose are subscribed to the foregoing instrument, and acknowledged to me that they exscuted the same for the
purposes and consideration therein expressed
Given under my hand and seal of offica this the day of 20
. Notary Public in and for
\ |
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- rue and Correct™ i
s i |
\ ) R
~—— IR ;
—— - T — |
JOfY PROVYSION HERETH WHICH RESTRIETS THE SALE, RENIAL
' O% USE OF THE DESCRIBED REAL PROPERTY BECALSE OF COLOR
FILE NO. 825 llIIIIIil‘lllll1lll'lllllllllllllllllllllllll
FILED FOR RECORD ON THE 23RD DAY or FEBRUARY A.D. 2007 2:59 P. m
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Date Filed: 2
By
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CERTIFIED TRUE AND CORRECT COPY CERTIFICATE
STATE OF TEXA!

COUNTY OF REEVES

Tha above and foregomg Is a full, true and cormect photographic copy of the
original record now in my fawful custody and possession, as the same is
filedirecorded in the public reco

rds of my office, found in VOL.
PAGE_206THRU_214 OFFICﬁﬁbo :
MIE | heraby certified on é/ZS[ 2007

4 DIANNE O, FLOREZ, COUNTY CLERK
§ REEVES COUNTYTEXAS
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TeL: 214-880-8400
Fax: 214-880-7101

1601 ELM STREET, STE 3400
THANKSGIVING TOWER
Darras, TExas 75201-7201

March 17, 2005

Texas General Land Office
Attn: Mr. Drew Reid

1700 N. Congress Avenue
Room 600

Austin, Texas 78701

| Dear Mr. Reid:
Enclosed please find a certified copy and check for the following leases:
B.J. McCord

Peggy Mauch

Thank you,

/}« z("f‘.ua Ui | { e oA

Jacqueline Avery




Page 1 of 1

PAYEE: DETACH THIS PORTION BEFORE CASHING CHECK
“ PETRO-HUNT, LLC. / Bank One, N.A.
1601 Elm Street, Suite 3400 Jefferson County
Dallas, Texas 75201 8200 Hwy 69

(214) 880-8400 Port Arthur, Texas 77640
OWNEIK NAME OWNER NO DATE CHECK NUMBER AMOUNT
TEXAS GENERAL LAND OFFICE 58207 Mar-16-2005 4077655 $775.00
"03AP363 031405B 03/14/05 775.00 0.00 775.00

NW TOYAH PROSPECT
TOTAL INVOICES PAID \B\ 775.00
ade Dew Reid
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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-104781
20 acres out of the E/2 of the NW/4 of Sec. 30,
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-104781. Please refer to this number
in all future correspondence concerning the lease.

Your remittance of $1,625.00, has been applied as the state's portion of the cash bonus $1,500.00,
along with a processing and filing fee in the amount of $125.00. Please let me know if you should
have any questions.

Sincerely,

T Leed,
Drew Reid 1 wms—
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 * 800-998-4GL.O

www.glo.state.tx.us
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Filed: % %%; 45 -

Date

[ .
]eﬂw&iﬂ. Commissioner
By S




PAYEE: DETACH THIS PORTION BEFORE CASHING CHECK

PETRO-HUNT, L.L.C. Bank One, N.A.

10f1
) 1601 Elm Street, Suite 3400 Jefferson County Rage st
. 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 Oct-10-2005 | 7003670 $5.00
LEASE NUMBER ORIGINAL LESSOR/LEASE NAME DATE 10/10/08 CHECK NO 7003670
118*1017936 FERGUSON VANCE
RENTAL PERIOD
LEASE DATE MONTHS FROM TO FILE ID
| 11/01/04 12 11/01/08 11/01/06 68350-0028-001
PAYMENT AMOUNT 5.00
*ess PAYMENT TYPE **** DELAY RENTAL ®*e*e
BANK SERVICE CHG
TO BE CREDITED TO ADDITIONAL TEXT
TOTAL AMOUNT 5.00

OWNER # 58207

TEXAS GENERAL LAND OFFICE
1700 N CONGRESS AVE RM 600
AUSTIN, TEXAS 78701

8SN/TAX 1D

RECORDED BOOK 691 PAGE 298 ENTRY
PROSPECT N W TOYAH PROSPECT

COUNTY/PARISH REEVES STATE TX

TRACT NO 18899
LEGAL DESCRIPTION
REEVES COUNTY TEXAS BLOCK 58, PUBLIC }

SCHOOL LAND SURVEY SEC. 10: E/2 NW/4
REING BO.00 ACRES MORE OR LESS




PAYEE: DETACH THIS PORTION BEFORE CASHING CHECK

PETRO-HUNT, LLCE)/ Bank One, N.A. NS
. 1601 Elm Street, Suite 34 Jefferson County "
. Dallas, Texas 75201 8200 Hwy 69
(214) 880-8400 Port Arthur, Texas 77640
[ g OWNER NAME OWNER NO DATE CHECK NUMBER AMOUNT
[ TEXAS GENERAL LAND OFFICE 0ct-10-2005 7003672 $5.00
LEASE NUMBER ORIGINAL LESSOR/LEASE NAME DATE 10/10/05 CHECK NO 7003672
118*1018097 MAUCH PEGGY F
RENTAL PERIOD
LEASE DATE MONTHS FROM TO FILE ID
11/01/04 12 11/01/05 11/01/06 6B350-0028-002
PAYMENT AMOUNT 5.00
#s*+* DAYMENT TYPE **e** DELAY RENTAL 2¢0e
BANK SERVICE CHG
ADDITIONAL TEXT
TOTAL AMOUNT 5.00

i
| TO BE CREDITED TO

| OWNER # 58207
TEXAS GENERAL LAND OFFICE
1700 N CONGRESS AVE RM 600

AUSTIN, TEXAS 78701
SSN/TAX ID
RECORDED BOCK 693 PAGE 581 ENTRY
PROSPECT N W TOYAH PROSPECT
STATE TX

COUNTY/PARISH REEVES

TRACT NO 18899

LEGAL DESCRIPTION

REEVES COUNTY TEXAS BLOCK 58, PUBLIC

SCHOOL LAND SURVEY SEC. 30: E/2 NW/4
i BEING 80.00 ACRES MORE OR LESS
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J%LE Pattcrsun Commissioner
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PAYEE: DETACH THIS PORTION BEFORE CASHING CHECK
PETRO-HUNT, L.L.C..~ JPMorgan Chase Bank, N.A. S
1601 Elm Street, Suite 3400 Jefferson County el
Dallas, Texas 75201 8200 Hwy 69
Port Arthur, Texas 77640

- . (214) 880-8400
- AMOUNT

OWNERNO. || DATE L CHECK NUMBER ||
| I

OWNER NAME
TEXAS GENERAL LAND OFFICE “ Oct-10-2006 | 7005181 $5.00
I f HECK N( 7005181

LEASE NUMBER ORIGINAL F EASE NAM
118*1018097 MAUCH F
RENTAL PERIOD
MONTHS FROM I
12 1/01 11/01/07 683 028-003
PAYMENT AMOUNT
TYPE ®*+*** DELAY RENTAL ¢¢es
BANK SERVICE CHG

#ees DAYMENT

) ADDITION

TO BE CREDITED

OWNER # 58207
TEXAS GENERAL LAND OFFICE
{ N C RES ROOM &0 7 O

3 AVENUE

OOK 693 PAGE 581 ENTRY
N W TOYAH PROSPECT
STATE TX \7’

I
T'Y/PARISH REEVES

"OUNTY,
TRACT NO 18899

E DESCRIPTION
2 3 CK S8, PUBLI
0 F NW/4
nn l\r'l)h"ﬁ M“lFL‘ 0 1L EPCR
=
{
-




PAYEE: DETACH THIS PORTION BEFORE CASHING CHECK

PETRO-HUNT, L.L.C. JPMorgan Chase Bank, N.A. Pasio 1004
1601 Elm Street, Suite 3400 Jefferson County "
Dallas, Texas 75201 8200 Hwy 69
-~ » (214) B80-8400 Port Arthur, Texas 77640
OWNER NAME OWNER NO DATE CHECK NUMBER AMOUNT

- TEXAS GEMERAL LAND OFFICE Oct-10-2006 7005179 $5.00

LEASE NUMBER ORIGINAL LESSOR/LEASE NAME DATE 10/10/06 CHECK NO 7005179

118%1017936 FERGUSON VANCE

RENTAL PERIOD
LEASE DATE MONTHS FROM TO FILE ID
11/01/04 12 11/01/06 11/01/07 68350-0028-001

PAYMENT AMOUNT 5.00
esse PAYMENT TYPE **** DELAY RENTAL ®*e*e**

BANK SERVICE CHG

TO BE CREDITED TO ADDITIONAL TEXT
TOTAL AMOUNT 5 00

omER 4 58207 07007760

TEXAS GENERAL LAND OFFICE
1700 N CONGRESS AVENUE ROOM 60
AUSTIN, TEXAS 78701

RECORDED BOOK 691 PAGE 298 ENTRY
PROSPECT N W TOYAH PROSPECT

COUNTY/PARISH REEVES STATE TX
TRACT NO 18899

LEGAL DESCRIPTION
REEVES COUNTY TEXAS BLOCK 58, PUBLIC

= |
SCHOOL LAND SURVEY SEC., 30: E/2 NW/4 (s3] .
AETNGA AN N0 ACRFS MORE A0 [ESS fom) e
= rr
( ot TH
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1601 ExmMm STREET, STE 3400
THANKSGIVING TOWER
DaAvLAs, TEXASs 75201-7201

May 8, 2007

State of Texas General Land Office

1700 N. Congress Avenue, Room 600

Austin, Texas. 78701.
Attn: Mr. Drew Reid

Mr. Reid:

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

Enclosed please find Petro-Hunt, L.L.C.'s payment for one-half of the bonus
consideration due for four Oil and Gas Leases taken in Reeves County, Texas as well
as payment for the appropriate Filing Fees. A breakdown of payment for each lease is

as follows:

Donna Fay Vance Nase: -
Section 30:E/2 of the NW/4

Block 58, PSL Surve{,/" ™Mledng |

R. Vance Sheffer:
Section 30:E/2 of the NW/4
Block 58, PSL Survey "

Kathy Grander:
Section 30:E/2 of the NW/4

Block 58, PSL Survey '

Clayton D. Vance:
Section 30:E/2 of the NW/4

Block 58, PSL Survey 4

Michelle James:
Section 30:E/2 of the NW/4

Block 58, PSL Survey o

Pattie Haugen, Sherri Jones and Judy Pape,
As Attorney-in-Fact for Betty Lou Williams:

Section 30:E/2 of the NW/4
Block 58, PSL Survey W

Jonnie Vance Brock:
Section 30:E/2 of the NW/4 0w
Block 58, PSL Survey

) J 7 .)‘*‘Ld
= W~

12-27-2006

12-27-2006

1-8-2007

12-27-2006

1-8-2007

2-7-2007

1-3-2007

$1,500.00 - Lease Bonus
$25.00 - Filing Fee

$3,000.00 - Lease Bonus
$25.00 - Filing Fee

$250.00 - Lease Bonus
$25.00 - Filing Fee

$250.0 0- Lease Bonus
$25.00 - Filing Fee

$250.00 - Lease Bonus
$25.00 - Filing Fee

750.00 - Lease Bonus
$25.00 - Filing Fee

$750.00 - Lease Bonus
$25.00 - Filing Fee



1601 Erm STREET, STE 3400
THANKSGIVING TOWER
DArLLAS, TEXASs 75201-7201

Richard Bennet Vance: 12-27-2006
Section 30:E/2 of the NW/4 'r}
Block 58, PSL Survey 7

George Finger Vance Jr.: 12-27-2006
Section 30:E/2 of the NW/4

Block 58, PSL Survey

TeL: 214-880-8400
FAax: 214-880-7101

$750.00 - Lease Bonus
$25.00 - Filing Fee

$1,500.00 - Lease Bonus
$25.00 - Filing Fee

Certified copies of both leases are also enclosed. If you have any questions please give

me a call at 214-880-8493.

Yours Very Truly,
., William A. Hearne
el Senior Landman




PAYEE: DETACH THIS PORTION BEFORE CASHING CHECK

5 PETRO-HUNT, L.L.C. [ JPMorgan Chase Bank, N.A. Pesed atd
1601 Elm Street, Suite 3400 ; Jefferson County “os:l.e
Dallas, Texas 75201 8200 Hwy 69
. - (214) 880-8400 Port Arthur, Texas 77640
~ OWNER NAME B OWNER NO DATE CHECK NUMBER AMOUNT
TEXAS GENERAL LAND OFFICE 58207 May-07-2007 4113664 $3,025.00
VOUCHER VENDOR INV # INV DATE f TOTAL PRIOR PMTS NET
AMOUNT & DISCOUNTS AMOUNT
\
05AP746 0502070 05/02/07 ! 3,025.00 0.00 3,025.00
"SOUTH DELAWARE BASIN"
TOTAL INVOICES PAID , 3,025.00
\
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PAYEE: DETACH THIS PORTION BEFORE CASHING CHECK

. PETRO-HUNT, L.L.C. L

. JPMorgan Chase Bank, N.A.

1601 Elm Street, Suite 3400 Jefferson County Fagyofy
Dallas, Texas 75201 8200 Hwy 69
w=""""(214) 880-8400 Port Arthur, Texas 77640
[ ~ OWNER NAME . OWNER NO DATE CHECK NUMBER AMOUNT
| { TEXAS GENERAL LAND OFFICE 58207 May-07-2007 4113663 $1,525.00
VOUCHER VENDOR INV # INV DATE TOTAL PRIOR PMTS NET
= AMOUNT & DISCOUNTS AMOUNT
- N
0S5AP747 0502071 05/02/07 {1,525.00 0.00 1,525.00
| "SOUTH DELAWARE BASIN"
TOTAL INVOICES PAID 1,525.00
~ \
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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 i Ll
Dallas, Texas 75201 8200 Hwy 69
(214) 880-8400 Port Arthur, Texas 77640
owiier NAME OWNER NO DATE CHECK NUMBER AMOUNT
TEXAS GENERAL LAND OFFICE 58207 May-07-2007 4113670 $1,525.00
VOUCHER VENDOR INV # INV DATE TOTAL PRIOR PMTS NET
AMOUNT & DISCOUNTS AMOUNT
0SAP739 050207Q 05/02/07 1,%925.00 0.00 /1,525.00
"SOUTH DELAWARE BASIN OIL & GAS LEASE" t /
TOTAL INVOICES PAID F 1;525.00
1
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PAYEE: DETACH THIS PORTION BEFORE CASHING CHECK

PETRO-HUNT, L.L.C. |
1601 Elm Street, Suite 3400
Dallas, Texas 75201
(214) 880-8400

OWYE/PNAME
L

TEXAS GENERAL LAND OFFICE

VOUCHER VENDOR INV # INV DATE
05AP741 050207 05/02/07
"SOUTH DELAWARE BASIN"

TOTAL INVOICES PAID

JPMorgan Chase Bank, N.A.

Jefferson County roge 1.0
8200 Hwy 69
Port Arthur, Texas 77640
OWNER NO I DATE CHECK NUMBER AMOUNT
58207 May-07-2007 4113662 $775.00
TOTAL PRIOR PMTS NET
) y AMOUNT & DISCOUNTS AMOUNT
\
775 .00 0.00 775.00
775.00
|
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PAYEE: DETACH THIS PORTION BEFORE CASHING CHECK

PETRO-HUNT, L.L.C. |

~ JPMorgan Chase Bank, N.A.

1601 EIm Street, Suite 3400 Jefferson County 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 May-07-2007 4113668 $775.00
VOUCHER VENDOR INV # INV DATE / TOTAL PRIOR PMTS NET
AMOUNT & DISCOUNTS AMOUNT
05AP742 050207N 05/02/07 / 775.00 0.00 775.00
"SOUTH DELAWARE BASIN"

TOTAL INVOICES PAID 775.00
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PAYEE: DETACH THIS PORTION BEFORE CASHING CHECK

PETRO-HUNT, L.L.C. JPMorgan Chase Bank, N.A. e
1601 Elm Street, Suite 3400 ; ' Jefferson County ey
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 May-07-2007 4113669 $775.00
VOUCHER VENDOR INV # INV DATE ; TOTAL PRIOR PMTS NET
\_AMOUNT & DISCOUNTS AMOUNT
05AP740 050207P 05/02/07 N775.00 0.00 775.00
"SOUTH DELAWARE BASIN SURVEY"
TOTAL INVOICES PAID 775.00
".
1\ 2)\\ \
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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 Pegel. or't
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 May-07-2007 4113665 $275.00

VOUCHER VENDOR INV # INV DATE TOTAL PRIOR PMTS NET
AMOUNT & DISCOUNTS AMOUNT

05AP745 050207K 05/02/07 \'13275.00 0.00 275.00

"SOUTH DELAWARE BASIN" AN
TOTAL INVOICES PAID 275.00
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PAYEE: DETACH THIS PORTION BEFORE CASHING CHECK

‘ PETRO-HUNT, L.L.C. ¥ ~ JPMorgan Chase Bank, N.A. o
1601 Elm Street, Suite 3400 Jefferson County e
Dallas, Texas 75201 8200 Hwy 69
(214) 880-8400 Port Arthur, Texas 77640

OWNER NAME S " OWNERNO., || DATE " CHECK NUMBER _ AMOUNT

TEXAS GENERAL LAND OFFICE 58207 May-07-2007 4113666 $275.00

VOUCHER VENDOR INV # INV DATE , TOTAL PRIOR PMTS NET
S S ﬂAMO_@T & DISCOUNTS AMOUNT

05AP744 050207L 05/02/07 ) 275.00 0.00 275.00

"SOUTH DELAWARE BASIN"
TOTAL INVOICES PAID 275.00
\.
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PAYEE: DETACH THIS PORTION BEFORE CASHING CHECK

PETRO-HUNT, L.L.C.

v

_ JPMorgan Chase Bank, N.A.

1601 Elm Street, Suite 3400 Jefferson County st ofd
Dallas, Texas 75201 8200 Hwy 69
(214) B80-8400 Port Arthur, Texas 77640
OWNER NAME o OWNER NO 1] DATE CHECK NUMBER “AMOUNT |
bbb e . . |
TEXAS GENERAL LAND OFFICE 58207 “ May-07-2007 4113667 $275.00 I\
VOUCHER VENDOR INV # INV DATE TOTAL PRIOR PMTS NET
) o N I AMOUNT & DISCOUNTS AMOUNT
05AP743 050207M 05/02/07 275.00 0.00 275.00
"SOUTH DELAWARE BASIN"
TOTAL INVOICES PAID 275.00
1 ¢ -
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PAYEE: DETACH THIS PORTION BEFORE CASHING\C?CK

PETRO-HUNT, L.L.C.

JPMorgan Chase Bank, N.A.

1601 Elm Street, Suite 3400 Jefferson County Prge .ot
. Dallas, Texas 75201 8200 Hwy 69
e, (214) 880-8400 Port Arthur, Texas 77640
® [FEBANER NAME OWNER NO DATE CHECK NUMBER AMOUNT
'o!u.ST OF TX GENERAL LAND OFFICE Oct-05-2007 7006766 $375.00
L
ee o LEASE NUMBER ORIGINAL LESSOR/LEASE NAME DATE 10/05/07 CHECK NO 7006766
* e Y.0 118*1017936 FERGUSON VANCE
RENTAL PERIOD
soneegLEASE DATE  MONTHS FROM TO FILE ID
. e 11/01/04 12 11/01/07 11/01/08 €8350-0028-001
» PAYMENT AMOUNT 375.00
ssse PAYMENT TYPE *#*** DELAY RENTAL ee*ee
"". BANK SERVICE CHG 0.
eeese TO BE CREDITED TO ADDITIONAL TEXT
s TOTAL AMOUNT 3175.00
eeewee WHER
- .o #1
RECQARED PAGE 298 ENTRY
PROSPE N W TOYAH PROSPECT
COUNTY/PARISH REEVES STATE TX

TRACT NO 18899

LEGAL DESCRIPTION

REEVES COUNTY TEXAS BLOCK 58, PUBLIC
SCHOOL LAND SURVEY SBEC. 30: E/2 NW/4
BEING 80.00 ACRES MORE OR LESS

| 2|




PAYEE: DETACH THIS PORTION BEFORE CASHING CHECK

PETRO-HUNT, L.L.C. JPMorgan Chase Bank, N.A. i ¥ ok
1601 Elm Street, Suite 3400 Jefferson County el
| +  Dallas, Texas 75201 8200 Hwy 69
| (214) 880-8400 Port Arthur, Texas 77640
OWNER NAME OWNER NO DATE CHECK NUMBER AMOUNT
) &
4 *ess ST OF TX GENERAL LAND OFFICE Oct-05-2007 7006768 $375.00
(L]
.at.. LEASE NUMBER ORIGINAL LESSOR/LEASE NAME DATE 10/05/07 CHECK NO 7006768
. 118*1018097 MAUCH PEGQY F
- RENTAL PERIOD
.... ¢ LEASE DATE MONTHS FROM TO FILE ID
- . 11/01/04 12 11/01/07 11/01/08 68350-0028-002
. PAYMENT AMOUNT 375.00
....!: sese DPAYMENT TYPE **e» DELAY RENTAL eeee
e BANK SERVICE CHG 0.00
I - TO BE CREDITED TO ADDITIONAL TEXT
ssed TOTAL AMOUNT 175.00
® OWNER
'Ll ST
:R 6913 PAGE 581 ENTRY
eeee L pROSYE N W TOYAH PROSPECT \
COUNTY/PARISH REEVES STATE TX

TRACT NO 18899

LEGAL DESCRIPTION

REEVES COUNTY TEXAS BLOCK 58, PUBLIC
SCHOOL LAND SURVEY SEC. 30: E/2 NW/4
BEING B0.00 ACRES MORE OR LESS




PAYEE: DETACH THIS PORTION BEFORE CASHING CHECK

’ PETRO-HUNT, L.L.C.
1601 Elm Street, Suite 3400
Dallas, Texas 75201

JPMorgan Chase Bank, N.A.
Jefferson County
8200 Hwy 69

Page 1 of 1

(214) 880-8400 Port Arthur, Texas 77640
OWNER NAME OWNER NO DATE CHECK NUMBER AMOUNT
ST OF TX GENERAL LAND OFFICE Jan-08-2008 7007012 $1,312.47
LEASE NUMBER ORIGINAL LESSOR/LEASE NAME DATE 01/08/08 CHECK NO 7007012
118%1017671 BENNY GAIL P HUNNICUT ET A
RENTAL PERIOD
LEASE DATE  MONTHS FROM TO FILE 1D
02/20/04 12 02/20/08 02/20/09 6B8351-0013
PAYMENT AMOUNT 1,312.47
¥ he s#%+ PAYMENT TYPE **++ DELAY RENTAL **++
st BANK SERVICE CHG 0.00
®® 10O BE CREDITED TO ADDITIONAL TEXT
LT TOTAL AMOUNT 1,312.47

seee” OWNER § 73190

ST TX MF 104081

RECORDED  BOOK 82 PAGE 551 ENTRY
Seen PROSPECT DELAWARE BASIN 3

o..: COUNTY/PARISH CULBERSON STATE TX

TRACT NO 18774
®eeses LEGAL DESCRIPTION
. & CULBERSON COUNTY TEXAS BLOCK 42,
. PUBLIC SCHOOL LAND SURVEY SEC. 5: ALL
SEC. 6: ALL BEING 1,338.44 ACRES MORE
)eeses OR LESS
. -
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TEXAS

GENERAL LAND OFFICE

JERRY PATTERSON, COMMISSIONER

October 9, 2008 . A ) e’
Rebecca Young p . ,ﬂ-x"
Chesapeake Energy Corp. %

PO Box 18496.
Oklahoma City, OK 73154

RE: GLO Assignment ID # 6578
‘ Dear Ms. Young,

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

‘ Partial Assignment of Oil and Gas Leases Without Warranty,

‘ executed March 27, 2008, from Chesapeake Exploration, LLC
as Assignor, to Chesapeake Investments, as Assignee. Filed
in Reeves Co. Vol. 788, P. 170.

Filing fees of $2,400.00 were received in connection with the above lease. If you
have any questions, please feel free to call me at (800) 998-4GLO, or at my
direct number at (512) 463-6521.

Sincerely,

Beverly Boydg 5

Mineral Leasing
Energy Resources
512-463-6521

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

www.glo.state.tx.us




GLOID

Exhibit "A"

County

Lease

0578 Reeves
6578 Reeves
6578 Reeves

Thursday, Ocrober 09, 2008

MF104781
MF105285
MF 108251




o788 page 17U

FILE# 1290

PARTIAL ASSIGNMENT OF OIL AND GAS LEASES
WITHOUT WARRANTY

STATE OF TEXAS

COUNTY OF REEVES

wn

KNOW ALL MEN BY THESE PRESENTS:

For and in consideration of Ten Dollars and no/100 ($10.00) and Other Valuable
Consideration, the receipt and sufficiency of which are hereby acknowledged, Chesapeake
Exploration, L.L.C., an Oklahoma limited liability company, whose mailing address is P.O.
Box 18496, Oklahoma City, Oklahoma 73154-0496, hereinafter referred to as "Assignor”,
does hereby grant, bargain, sell, convey, assign and deliver unto Chesapeake Investments,
an Oklahoma limited partnership, whose mailing address is P.O. Box 18496, Oklahoma City,
Oklahoma 73154-0496, hereinafter referred to as "Assignee”, an undivided portion of
Assignor's interest in and to the oil and gas leases described in Exhibit “A” attached hereto
("the Leases”), in an amount sufficient to vest Assignee with the working interest set forth
below in the Block 58 State 31 3 1H (“the Well") and the lands comprising of All of Sections
30 and 31, Block 58, PSL Survey, PSL Survey, Reeves County, Texas containing 1,280.20
unit acres (“the Unit"), including all oil and gas produced therefrom and all downhole and
surface equipment associated therewith:

Working
Assignees Interest
Chesapeake Investments, 2.5000%
an Oklahoma limited partnership
P. O. Box 18496

Oklahoma City, OK 73154-0496

PROVIDED HOWEVER, if Assignor's ownership in the Leases is not uniform as to all
depths, zones or formations and the foregoing partial assignment would cause
Assignor's remaining working interest in any depths, zones or formations covered by
the Leases (determined after consideration of any carried or reversionary interest) to
be less than twelve and one half percent (12.5%) on an eight-eighths basis, then the
interest assigned hereunder to Assignee as to such depths, zones or formations shall
not be the full two and one half percent (2.5%) working interest in the Well and Unit as
stated above, but instead shall be limited to two and one half percent (2.5%) of
Assignor’'s working interest as of the date of spud of the Well with respect to such
depths, zones or formations.

The interests assigned hereunder shall derive proportionately from all working interest
owned or claimed by Assignor in the Leases, or any other source of ownership in the Unit,
contractual or otherwise, as of the effective date of this assignment, including any interests
acquired via farmout, non-consent elections, force poolings, etc. To the extent any portion of
Assignor’s title or ownership interest is reduced after payout or after the assessment of non-
consent penalties, or is limited to the wellbore of the Well, Assignee's title or ownership
conveyed hereunder shall be proportionately reduced thereby in the same manner as
Assignor's title.

Assignor delivers to Assignee the above-described interest at the same net
revenue interest owned by Assignor, proportionately reduced to the interest assigned. The
interest assigned shall bear a proportionate share of all delay rentals, royalties and other
obligations burdening the Leases and shall bear a proportionate share of all costs associated
with the drilling, completing, operating and/or plugging and abandonment of any well hereafter
drilled on the Leases or lands pooled or unitized therewith.

This assignment is made subject to all the terms and the express and implied
covenants and conditions of the Leases and any intervening assignments and agreements
affecting same, which terms, covenants and conditions the Assignees hereby assume and
agree to perform with respect to the interest assigned. The terms, covenants and conditions

ASN 323-0062
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Page Two
Partial Assignment of Oil and Gas Leases

% CELLC/CI

of said leases, assignments and agreements shall be binding upon Assignee, not only in favor
of the lessor(s) and any prior assignors and their respective successors and assigns, but also
in favor of the Assignor herein and its successors and assigns.

This assignment is made and accepted without any representation or warranty of title
of any kind, either express or implied. In the event that title to all or any portion of the interest
assigned should fail, then and in such event, the percentages of the interest assigned herein
shall be reduced in the proportion to which the failed portion of the interest bears to the entire

interest.

In witness whereof, this instrument is dated the 10th day of March, 2008, but effective
as of the date of spud, May 29, 2007, of the Block 58 State 31 3 1H Well.

CHESAPEAKE EXPLORATION,

an Oklahoma limited liability cgmpany

By:

Henry J Hood.smorv-meugu&c;omchnm

' STATE OF OKLAHOMA )

)§
COUNTY OF OKLAHOMA )

TT& instrument was acknowledged before me on this Zq day of

, 2008, by Henry J. Hood, as Senior Vice President - Land and Legal &
General Counsel of Chesapeake Exploration, L.L.C., on behalf of said limited liability
company.

Notary Public

,
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EXHIBIT “A"

Attached to and made a part of that certain Partial Assignment of Oil and Gas Leases dated
March 10, 2008, effective May 29, 2007, by and between Chesapeake Exploration, L.L.C., as
Assignor, to Chesapeake Investments, as Assignee, covering lands located in Reeves
County, Texas.

TX0011467-000

Lessor:
Lessee:
Lease Date:
Recorded:

' Legal Desc:

Lessor:
Lessee:

\ Lease Date:
Recorded:
Legal Desc:

Shawn Shannon and the State of Texas .., 74 )
Petro-Hunt, L.L.C. '
10/20/04

Book 689, Page 31

Insofar and only insofar as it covers the following:
Block 58, PSL Survey, Reeves County, Texas
Section 30: NE/4

TX0011477-000

s

B. J. McCord and the State of Texas /& /] & ¢
Petro-Hunt, L.L.C.

11/02/2004

Book 694, Page 362

Insofar and only insofar as it covers the following:
Block 58, PSL Survey, Reeves County, Texas
Section 30: N/2 SW/4

TX0011479-000

Lessor:
Lessee:
Lease Date:
Recorded:
Legal Desc:

Estate of PN Wiggins, Jr. and the State of Texas o= LLg
Petro-Hunt, L.L.C. '
3/01/2005

Book 701, Page 22 z- SE/Y

Insofar and only insofar as it covers the following:
Block 58, PSL Survey, Reeves County, Texas aPIES}
Section 30: W/3 SE/4 g

TX0011486-000

Lessor:
Lessee:
Lease Date:
Recorded:
Legal Desc:

Jimmy Hiram Smith S

/ -/)."'s : AI
Petro-Hunt, L.L.C. GO s
3/14/2005
Book 725, Page 329
Insofar and only insofar as it covers the following:
Block 58, PSL Survey, Reeves County, Texas
Section 30: E/4 SE/4

TX0011619-001

Lessor: Vance Ferguson and the State of Texas , o /774 /
i Lessee: Petro-Hunt, L.L.C.
Lease Date: 11/01/2004
' Recorded: Book 691, Page 298
| Legal Desc: Insofar and only insofar as it covers the following:
‘ Block 58, PSL Survey, Reeves County, Texas
Section 30: E/2 NW/4
TX0011619-002
Lessor: Peggy F. Mauch and the State of Texas /»&/ 7/ K|
Lessee: Petro-Hunt, L.L.C.
Lease Date: 11/01/2004
Recorded: Book 693, Page 581
Legal Desc: Insofar and only insofar as it covers the following:

Block 58, PSL Survey, Reeves County, Texas
Section 30: E/2 NW/4

rract

n
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TX0011620-001
Lessor: Fred P. Armstrong and wife, Ingrid U. Armstrong and the State of Texas /)2 7 &, |
Lessee: Petro-Hunt, L.L.C. o
Lease Date: 2/08/2005
Recorded: Book 700, Page 131 _
Legal Desc: Insofar and only insofar as it covers the following: 44

Block 58, PSL Survey, Reeves County, Texas y

Section 30: S/2 SW/4 E/y h SE|Y Yorke
TX3230513-001
Lessor: R. Vance Sheffer, dealing in his sole and separate property and the State of

Texas )
Lessee: Petro-Hunt, L.L.C. SO 73/

Lease Date: 12/27/2006

Recorded: Book 757, Page 177

Legal Desc: Insofar and only insofar as it covers the following:
Block 58, PSL Survey, Reeves County, Texas
Section 30: E/2 NW/4

TX3230513-002

Lessor: Donna Fay Vance Nase, dealing in her sole and separate property and the
State of Texas o8 [
Lessee: Petro-Hunt, L.L.C.

Lease Date: 12/27/2006

Recorded: Book 757, Page 215

Legal Desc: Insofar and only insofar as it covers the following:
Block 58, PSL Survey, Reeves County, Texas
Section 30: E/2 NW/4

TX3230513-003

Lessor: George Finger Vance, dealing in his sole and separate property and the State .
of Texas e
Lessee: Petro-Hunt, LL.C. /0% /7

Lease Date: 12/27/2006

Recorded: Book 757, Page 233

Legal Desc: Insofar and only insofar as it covers the following:
Block 58, PSL Survey, Reeves County, Texas
Section 30: E/2 NW/4

TX3230513-004

Lessor: Richard Bennett Vance, dealing in his sole and separate property and the State
of Texas

Lessee: Petro-Hunt, L.L.C. r 2 )

Lease Date: 12/27/2006 o

Recorded: Book 757, Page 168

Legal Desc: Insofar and only insofar as it covers the following:
Block 58, PSL Survey, Reeves County, Texas
Section 30: E/2 NW/4

TX3230513-005

Lessor: Jonnie Vance Brock, dealing in her sole and separate property and the State of
Texas
Lessee: Petro-Hunt, L.L.C.

Lease Date: 1/3/2007

Recorded: Book 757, Page 224

Legal Desc: Insofar and only insofar as it covers the following:
Block 58, PSL Survey, Reeves County, Texas
Section 30: E/2 NW/4

n
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TX3230513-006

Lessor:

Lessee:
Lease Date:
Recorded:
Legal Desc:

Patti Haugen, Sherri Jones and Judy Pape, as Attorney-in-Fact for Betty Lou
Williams, dealing in her sole and separate property and the State of Texas
Petro-Hunt, L.L.C. .
2/7/2007 /0
Book 757, Page 186

Insofar and only insofar as it covers the following:
Block 58, PSL Survey, Reeves County, Texas
Section 30: E/2 NW/4

fr)q /

TX3230513-007

Lessor:

Lessee:
Lease Date:
Recorded:
Legal Desc:

Michelle James, dealing in her sole and separate property and the State of
Texas of 72F

Petro-Hunt, L.L.C.
1/8/2007

Book 757, Page 242
Insofar and only insofar as it covers the following:
Block 58, PSL Survey, Reeves County, Texas
Section 30: E/2 NW/4

r 4

TX3230513-008

Lessor:

Lessee:
Lease Date:
Recorded:
Legal Desc:

Clayton D. Vance, dealing in his sole and separate property and the State of
Texas e

Petro-Hunt, L.L.C. ST

12/27/2006

Book 757, Page 206

Insofar and only insofar as it covers the following:

Block 58, PSL Survey, Reeves County, Texas

Section 30: E/2 NW/4

TX3230513-009

Lessor:

Lessee:
Lease Date:
Recorded:
Legal Desc:

Kathy Grander, dealing in her sole and separate property and the State of
Texas

Petro-Hunt, L.L.C. 70 74

1/8/2007

Book 757, Page 196

Insofar and only insofar as it covers the following:

Block 58, PSL Survey, Reeves County, Texas

Section 30: E/2 NW/4

TX0011621-001

Lessor: Dela Minerals, Inc. and the State of Texas .
Lessee: Petro-Hunt, L.L.C. /05485
Lease Date: 2/16/2005
Recorded: Book 707, Page 232
Legal Desc: Insofar and only insofar as it covers the following:
Block 58, PSL Survey, Reeves County, Texas
Section 31: All
TX0011622-001
Lessor: Texas Scottish Rite Hospital and the State of Texas
Lessee: Petro-Hunt, L.L.C. ] 08 7 B«
Lease Date: 12/1/2005 ’ S
Recorded: Book 721, Page 249
Legal Desc: Insofar and only insofar as it covers the following:

Block 58, PSL Survey, Reeves County, Texas
Section 31: All
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TX0011622-002

Lessor:

Lessee:

Lease Date:

Recorded:

Legal Desc:

Wells Fargo Bank, N.A., Trustee of the Esther Shuman Testamentary Trust and
the State of Texas -
Petro-Hunt, L.L.C. reee
9/1/2005

Book 724, Page 01

640.20 acres of land, more or less, being All of Section 31, Block 58, PSL

Survey, Reeves County, Texas

® 2

TX0011622-003

Lessor:

Lessee:

Lease Date:

Recorded:

Legal Desc:

Wells Fargo Bank, N.A., Trustee of the Mary Y. Tippens Testamentary Trust
and the State of Texas SOS2ES

Petro-Hunt, L.L.C.

9/1/2005

Book 724, Page 16

640.20 acres of land, more or less, being All of Section 31, Block 58, PSL
Survey, Reeves County, Texas

TX0011622-004

‘Lessor:

Lessee:

Lease Date:

Recorded:

Legal Desc:

Wells Fargo Bank, N.A., Trustee of the Mary B. Harwit Unitrust and the State of
Texas I

Petro-Hunt, L.L.C. o

9/1/2005

Book 724, Page 31

640.20 acres of land, more or less, being All of Section 31, Block 58, PSL
Survey, Reeves County, Texas

TX0011622-005

Lessor:
Lessee:

Lease Date:

Recorded:
Legal Desc:

Cathenne Funk Wall Trust B and the State of Texas

Petro-Hunt, L.L.C. o

12/1/2005 )5 £89

Book 724, Page 82

640.20 acres of land, more or less, being All of Section 31, Block 58, PSL
Survey, Reeves County, Texas

TX0011622-006

Lessor;
Lessee:

Lease Date:

Recorded:
Legal Desc:

D. D. Wall Trust B and the State of Texas /-, / & °

Petro-Hunt, L.L.C.

12/1/2005

Book 724, Page 97

640.20 acres of land, more or less, being All of Section 31, Block 58, PSL
Survey, Reeves County, Texas

TX0011622-007

Lessor:
Lessee:
Lease Date:
Recorded:

Legal Desc:

Catherine Funk Wall Trust B and the State of Texas
Petro-Hunt, L.L.C. ne 2 0
12/1/2005 i

Book 724, Page 96

640.20 acres of land, more or less, being All of Section 31, Block 58, PSL
Survey, Reeves County, Texas

TX0011622-008

Lessor:

Lessee:

Lease Date:

Recorded:

Legal Desc:

Wells Fargo Bank, N.A., Wells Fargo Bank N A., as Trustee for the D. D. Wall
Trust A and the State of Texas

Petro-Hunt, L.L.C.

12/1/2005

Book 726, Page 652

640.20 acres of land, more or less, being All of Section 31, Block 58, PSL
Survey, Reeves County, Texas
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TX0011622-009
Lessor: Ann Covington Henderson and the State of Texas
Lessee: Petro-Hunt, L L.C. /05 265
Lease Date: 10/6/2004
Recorded: Book 687, Page 692
Legal Desc: Insofar and only insofar as it covers the following:
Block 58, PSL Survey, Reeves County, Texas
Section 31: All

TX0011622-010
Lessor: Jane Covington Drake and the State of Texas
Lessee: Petro-Hunt, L.L.C.
| Lease Date: 10/6/2004
I Recorded: Book 687, Page 701
l Legal Desc: Insofar and only insofar as it covers the following:
!' Block 58, PSL Survey, Reeves County, Texas
' Section 31: All

) “ £ “"'-—v

! TX0011622-011
i Lessor: Ted Michael Covington and the State of Texas e
| Lessee: Petro-Hunt, L.L.C.
Lease Date: 10/6/2004
Recorded: Book 687, Page 710
| Legal Desc: Insofar and only insofar as it covers the following:
Block 58, PSL Survey, Reeves County, Texas l
Section 31: All

TX0011622-012 |
Lessor: Randy Camp as Independent Executor of the Estate of Nellie May Gohlke,
deceased and the State of Texas " D¢
Lessee: Petro-Hunt, L.L.C. vo &0
Lease Date: 11/3/2004
Recorded:  Book 689, Page 614
Legal Desc: Insofar and only insofar as it covers the following:
Block 58, PSL Survey, Reeves County, Texas
Section 31: All

inss

eree’ Agreements Affecting the Leases:

5 - : That certain Purchase and Sale Agreement dated June 22, 2006 by and between
& Chesapeake Exploration Limited Partnership and Petro-Hunt, L.L.C.

-....:

.. 2. That certain Joint Operating Agreement dated June 28, 2006 between Petro-Hunt,

aeve ' L.L.C., as Operator, and Chesapeake Exploration Limited Partnership, as Non-

by .o ¥ : Operator,

3. That certain Term Pooling Agreement by and between the State of Texas and Petro-Hunt,
L.L.C. and Chesapeake Exploration, L.L.C., effective date October 16, 2007.

It is Assignor’s intent to convey to Assignee a proportionate share of all of Assignor's right, title and interest, as
limited above, in and to the subject lands and well, regardless of the omission of any particular lease or leases,
errors in description, incorrect or misspelled names or incorrect recording references

! END OF EXHIBIT "A"

Wi\Permian_South\Non-Operated Wells\Block 58 State 31-3 #1H (616168)ASSIGNMENT CI20080130.doc
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February 19, 2018

Grace F. Vance Estate
c/o Peggy Mauch

658 County Road 326
Kenedy. TX 78119

Re: Relinquishment Act Lands Oil and Gas Lease Dated November 1, 2004 (Successor interests
from Robert Roush Vance (“Lease™): Reeves County, Texas

Dear Mrs. Mauch:

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 30, 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 31-3 #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 [ixtures, 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.



Grace F. Vance Estate
February 19, 2018
Page 2

Thank you for your cooperation and we look forward to hearing from you soon.

any questions, please give Mr. Jerold Jenkins of COG a call at 432.234.1508.
Very truly yours,

COG (PERATING LLC

Jerold Jenkins
Staff Landman

If you have

I, , the agent for the State of Texas under the Lease and the owner of the soil

of the above-described Iand hereby consent to the forgoing provisions of this letter.

g . the agent for the State of Texas under the Lease and the owner of the
soil of thc 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

The Vance and Virginia Ferguson
c¢/o Christopher Blackburn Ferguson
3701 Peak Lookout Drive

Austin, TX 78738

Re: Relinquishment Act Lands Oil and Gas Lease Dated November 1, 2004 (Successor interests
from Grace Vance Estate) (“Lease™); Reeves County, Texas

Gentlemen:

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 30, 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 31-3 #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 Vance and Virginia Ferguson
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
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.

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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February 19, 2018

Mr. Christoper Blackburn Ferguson
703 Robert E. Lee Road
Austin, TX 78704

Re: Relinquishment Act Lands Oil and Gas Lease Dated November 1, 2004 (Successor interests
from Grace Vance Estate) (“Lease™); Reeves County, Texas

Dear Mr. Ferguson:

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 30, 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 31-3 #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.



Christopher Blackburn Ferguson
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

Jenkins
Staff T.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.

" . the agent for the State of Texas under the Lease and the owner of the
soil of the above-described hnd 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

The Karyl Kalina Trust dated April 7, 2010

c¢/o Mr. Christoper Blackburn Ferguson, Trustee
703 Robert E. Lee Road

Austin, TX 78704

Re: Relinquishment Act Lands Oil and Gas Lease Dated November 1, 2004 (Successor interests
from Grace Vance Estate) (“Lease™): Reeves County, Texas

Dear Mr. Ferguson:

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 30, 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 31-3 #1H Well (“"Well™), which is
operated by COG, and thereafter conducting surface remediation operations. Paragraph 26 of the
[ease, 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 Karyl Kalina Trust dated April 7, 2010
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 DPERATING LLC

8 , 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.

5 I . 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

Mr. Richard Bennett Vance
604 E 417 Street
Austin, TX 78751

Re: Relinquishment Act Lands Oil and Gas Lease Dated December 27, 2006 (“Lease™); Reeves
County, Texas

Dear Mr. Vance:

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 30, 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 31-3 #1H Well (“Well”), which is
operated by COG, and thereafter conducting surface remediation operations. Paragraph 26 of the
[ease. 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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Mr. Richard Bennett Vance
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

Jerald 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 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

Mr. Raymond Vance Sheffer
2202 Chester Street
Sweetwater, TX 79556

Re: Relinquishment Act Lands Oil and Gas Lease Dated December 27, 2006 (“Lease™); Reeves
County, Texas

Dear Mr. Sheffer:

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 30, 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 31-3 #1H Well (“Well”), which is
operated by COG, and thereafter conducting surface remediation operations. Paragraph 26 of the
[ease. 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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Mr. Raymond Vance Sheffer
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 OpP *\RATING LLC

Staff Landman

y , 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.

5 I . the agent for the State of Texas under the Lease and the owner of the
soil of the above-described !and 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

Betty Lou Williams Estate

c¢/o Patti Williams Haugen, Sherri Jones and
Judy Williams Pape

2434 Tofttrees Drive

San Antonio, TX 78209

Re: Relinquishment Act Lands Oil and Gas Lease Dated February 7. 2007 (“Lease™); Reeves
County, Texas

Dear Ladies:

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 30, 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 31-3 #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
[ease 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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Betty Lou Williams Estate
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

A

Staff ﬂandman

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.

s . 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

Mrs. Judy Williams Pape
2806 Bridle Path Road
Austin, TX 78703

Re: Relinquishment Act Lands Oil and Gas Lease Dated February 7, 2007 (Successor interests from
Betty Lou Williams) (“Lease™); Reeves County, Texas

Dear Mrs. Pape:

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 30, 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 31-3 #1H Well (“Well”), which is
operated by COG, and thereafter conducting surface remediation operations. Paragraph 26 of the
[ease, 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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Mrs. Judy Williams Pape
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,

CcOG OpP TING LLC
\ ;
\ —~—
Jerolci enkins
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.

s I , 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. Kathy Grander
300 Woodlake Circle
Austin, TX 78733

Re: Relinquishment Act Lands Oil and Gas Lease Dated January 8, 2007 (Successor interests from
Betty Lou Williams) (“Lease™); Reeves County, Texas

Dear Mrs. Grander:

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 30, 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 31-3 #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. [t
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.



Ms. Kathy Grander
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

Staff Landman

X , 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.

4 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

Clayton D. Vance
321 Gulfton Drive
Portland. TX 78374

Re: Relinquishment Act Lands Oil and Gas Lease Dated December 27, 2006 (“Lease”); Reeves
County, Texas

Dear Mr. Vance:

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 30, 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 31-3 #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.



Mr. Clayton D. Vance
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,

ERATING LLC

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.

kg , the agent for the State of Texas under the Lease and the owner of the
soil of lhe 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 v
P.O. Box 12873
Austin, Texas 78711-2873
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February 19, 2018

Donna Fay Vance Nase
13518 Camino De Plata Ct.
Corpus Christi, TX 78418

Re: Relinquishment Act Lands Oil and Gas Lease Dated December 27, 2006 (“Lease™): Reeves
County, Texas

Dear Mrs Nase:

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 30, 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 31-3 #1H Well (“Well™), which is
operated by COG, and thereafter conducting surface remediation operations. Paragraph 26 of the
[ease. 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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Mr. Donna Fay Vance Nase
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 O@:E;Ri"l“l NG LLC

Jerold 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.

. 1. . 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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S CONCHO JEROLD JENKINS

February 19, 2018

Jonnie Van Brock
1121 Circle Drive
DeQueen, AR 71832

Re: Relinquishment Act Lands Oil and Gas Lease Dated January 3, 2007 (“Lease™); Reeves
County, Texas

Dear Mrs. Brock

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 30, 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 31-3 #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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Jonnie Vance Brock
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 .Jenki‘:;
Staff Landmadn

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.

oy . 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

George Finger Vance, Jr.
2414 Twin Grove Drive
Kingwood, TX 77339

Re: Relinquishment Act Lands Oil and Gas Lease Dated December 27, 2006 (“Lease™); Reeves
County, Texas

Dear Mr. Vance:

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 30, 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 31-3 #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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George Finger Vance, Jr.
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
Staff Landmean

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.

3 Iy , 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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February 19, 2018

Michelle James
2604 Garner Field Road
Uvalde, TX 78801

Re: Relinquishment Act Lands Oil and Gas Lease Dated January 8, 2007 (“Lease™); Reeves
County, Texas

Dear Ms. James:

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 30, 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 31-3 #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.



Ms. Michelle James
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 ndm'm

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.

ce: Mr. I. Daryl Morgan, CPL
Landman, Mineral Leasing
Texas General Land Office v/
P.O. Box 12873
Austin, Texas 78711-2873
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