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TIERRA EXPLORATION, INC.
P. 0. Box 56
Midland, Texas 79702

Phone: 432-682-1005

April 28, 2005
W 7% s - R
@,,,__"' 077/Y §70 [

Mr. Drew Reid
Texas General Land Office
1700 North Congress Avenue

Austin, Texas 78701-1495

RE: SW/4, SW/4NE/4, W/2SE/4
Section 28, Township 2, Block 56,
T&P Ry. Co. Survey,
Reeves County, Texas
containing 280 acres, more or less

Dear Mr. Reid:

Per our conversation of April 18, 2005, please find enclosed copies of three fully executed GLO Oil
and Gas Leases covering the captioned acreage which are submitted for review by your office.
These leases from Bank of America, N.A., Trustee, under the Will of Roberta M. Regan, Gretchen
C. Northrup Foundation, c/o Trinity University and Trinity University represent ninety-five percent
(95%) of the Surface Ownership for this acreage. The remaining five percent (5%) of the surface
acreage is owned by Sunshine Cottage School for Deaf Children, who has agreed to lease as agent
for the State of Texas at the same basis as Bank of America, N.A. and Trinity University. We will
forward a copy of the fully executed “Sunshine Cottage™ lease to you as soon as it’s received. Per
my voice mail to you of April 15, 2005, terms agreed to for these leases are as follows:

Bonus: $150.00 per acre

Royalty: One-Fourth (1/4)

Term: Three Years

Delay Rentals: $5.00 per acre per year

Shut-In Royalties:  See Paragraph 14 of the GLO
Lease Form

Special Provisions: Bank of America Surface Addendum
GLO Current Lease Form

For your easy reference, I have included with these lease documents, a copy of our Mineral and

Surface Interest Takeoff of February 17, 2005 covering the captioned acreage. The Assignee for
these leases and operator for this project will be Carmony Exploration, LLC of Denver, Colorado.



“Mr. Drew Reid
April 28, 2005
Page 2

Thank you for your consideration in this matter. Please advise of any additional information
needed.

Sincerely,

TIERRA EXPLORATION, INC.

Ca

Ralph Lea,"Jr.,
President

RLIr./1z
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SW/4, SW/ANE/4, W/2SE/4
Section 28, Township 2, Block 56,
T & P Ry. Co. Survey

Reeves County, Texas

containing 280.00 acres, more or less

RALPH LEA, JR., CPL
P. 0. Box 56
Midland, Texas 79702

Phone: 432-682-1005

February 17, 2005

MINERAL INTEREST
FRACTIONAL NET
OWNER INTEREST ACRES STATUS.
Commissioner of the General Land 8/8 280.0000 Open
Office of the State of Texas (1.0000000)
1700 North Congress Avenue
Austin, Texas 78701-1495
Phone: 512-463-5001
Total 1.0000000 280.0000
SURFACE ESTATE
(and Agency Rights for the State of Texas on OGLs)
FRACTIONAL NET
OWNER INTEREST ACRES STATUS.
Bank of America, NA 1/2 140.0000 Open
Trustee under the Will of (.5000000)
Roberta M. Regan
P. O. Box 830308
Dallas, Texas 75283-0308
Phone: 214-209-2320
Gretchen C. Northrup Foundation 1/4 70.0000 Open
c¢/o Trinity University ( .2500000)

Business Office Endowments
One Trinity Place

San Antonio, Texas 78212-7200
Phone: 210-999-8415

Page 1 of 2

MTO & Surface Est., 280 Ac. Sec.28, Reeves Co., TX 2-17-05 -
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FRACTIONAL NET

OWNER INTEREST ACRES STATUS.
Trinity University 80% of 1/4 56.0000 Open
Business Office Endowments ( .2000000)

One Trinity Place
San Antonio, Texas 78212-7200
Phone: 210-999-8415

Sunshine Cottage School for Deaf Children 20% of 1/4 14.0000 Open
103 Tuleta ( .0500000)

San Antonio, Texas 78212

Phone: 210-824-0579

Total 1.0000000 280.0000
COMMENTS TO TITLE
i The State of Texas owns All of the Minerals under this tract of land and must approve all Oil and

Gas Leases covering this acreage. The above shown Surface Estate Owners act as Agents for the
State of Texas with authority to execute Oil and Gas Leases on behalf of the State of Texas. Said
Surface Estate owners receive one-half of the bonus, rental and royalty consideration for these
leases. All acreage so leased is on a General Land Office — Relinquishment Act Lease Form. 1
have attached a copy of such a lease form for your review.

2. The above ownership is based on the records of Elliot and Waldron Abstract Company of Pecos,
Texas as posted through February 1, 2005 and the records of the Reeves County Clerk.

<) No search was performed on this property for Mortgages, Liens, Abstracts of Judgment, Federal
or State Tax Liens or Production Payments burdening the above shown ownership. Please
advise if such information becomes necessary.

L ]
Page 2 of 2 2% e o
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Tl'ansaathﬁ # 4648 Geologist: R. Widmayer

i.BSSII‘: Bank of America, NA, Trustee under the Will of Roberta M. | pasg Date: 4/18/2005

Lessae: Tierra Exploration, Inc. Acres: 280

LEASE DESCRIPTION

County PINH BaseFileNo Part Sec. Block Twp Survey

REEVES 07-108701 91353 SWi4,8 28 56 025 T&PRYCO
TERMS OFFERED TERMS RECOMMENDED

Primary Term 3 years Primary Term 3 years

Bonus/Acre: $150.00 Bonus/Acre $150.00

Rental/Acre: $5.00 Rental/Acre $5.00

Royalty: 1/4 Royalty 1/4

COMPARISONS

MF # Lessee Date Term Bonus/Ac.  Rental/Ac.  Royaity
MF101167 Kimlar Qil Co., Inc. 4/10/2000, 2 years $100.00 $1.00  1/4
MF103415 Chaparral Texas, L.P. 10/1/2003 3 years $50.00 $1.00 | 13/16

a}ewéis Wl [ etloun) 7 o) 2, 25,001 4o

Comments: Also: Gretchen C. Northrup Foundation with 70 acres and Trinity University with 56 acres and Sunshine

Cottage School For Deaf Children with 14 acres.

Approved:

Tuesday, April 11, 2006

Slalss”

Abst#
2214

Distance
Last Lease

Adjacent East
2 Miles NE
2 Miles NW



3 RAL REVIEW SHEET

Transaction £ 4648 Geologist: R. Widmayer
Lessor- Bank of America, NA, Trustee under the Will of Roberta M. | pasa Date: 4/18/2005 Ut
Lesses: Tierra Exploration, Inc. Acres: 280

LEASE DESCRIPTION

County BasaFilaNo Part Sec. Block Twp Survey

REEVES o17- ey 20/ 91353 SW/4, SW/ANE/4, W/ 28 56 02 T&PRYCO

Lyo Re. (2%0.0)

TERMS OFFERED TERMS RECOMMENDED

Primary Tern: 3 years Primary Term 3 years

Bonus/Acre: $150.00 Bonus/Acre $150.00

Rental/Acre: $5.00 Rental/Acrg $5.00

Royalty: 1/4 Royalty 1/4

COMPARISONS

MF# Lesses Date Term Bonus/Ac.  Rental/Ac.  Royalty
MF101167 Kimlar Oil Co. 4/10/2000 6 month = $100.00 $1.00 1/4
MF103415 Chaparral Texas, L.P. 10/1/2003 3 years $50.00 $1.00 3/16
Pen divg | [McCabe Peirolecm 7/6/04 | [3%s | [$125:00|[ )00 | [y &

Comments: Also: Gretchen C. Northrup Foundation with 70 acres and Trinity University with 56 acres.

Monday, May 09, 2005

Abst#
2214

Distance
Last Leasa

Adjacent East
2 Miles NE
2 Miles NW
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REL: .E‘LIJGHMENT ACT LEASE APPLICATION

Texas General Land Office Jerry Patterson, Commissioner
B DATE:  09-May-05

TO: Jerry Patterson, Commissioner
Larry Laine, Chief Clerk
Bill Warnick, General Counsel
Louis Renaud, Deputy Commissioner

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

Applicant:  Tierra Exploration, Inc. County: REEVES
Prim. Term: 3 years Bonus/Acre §150.00
Royalty: 1/4 Rental/Acre $5.00

Consideration

Recommended: /Dg’ Acd Date: £ 9:0v

Not Recommended:
Comments: Also: Gretchen C. Northrup Foundation with 70 acres and Trinity University with 56 acres.

\/fease Form

Recommended: 6/& Q{ Date: 4 I (1 l J‘;

Not Recommended:

Comments:

Louis Renaud, Deputy Commissioner Date: -‘7_// (a/ S
—7
Recommended: £ —€#

Not Recommended:
4 / ) // 7
Bill Warnick, General Coutisel Date: - 05

~

Recommended:
Not Recommended:

Larry Laine, Chief Clerk Date: ﬂ’ﬁ/" -

Approved: 21 k

Not Approved:

Date:Z( Uty 5
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TIERRA EXPLORATION, INC.
P. O. Box 56
Midland, Texas 79702

Phone: 432-682-1005

June 6, 2005

Mr. Drew Reid

Texas General Land Office
1700 North Congress Avenue
Austin, Texas 78701-1495

RE: SW/4, SW/4NE/4, W/2SE/4
Section 28, Township 2, Block 56,
T&P Ry. Co. Survey,
Reeves County, Texas
containing 280 acres, more or less

Dear Mr. Reid:

As previously referenced in my letter to you of April 28, 2005, please find enclosed a copy of a
fully executed GLO Oil and Gas Lease covering the captioned acreage which is submitted for
review by your office. This lease from Sunshine Cottage School for Deaf Children represents the
remaining five percent (5%) of the Surface Ownership for this acreage. Copies of leases covering
the other ninety-five percent of the Surface Ownership were attached to our previous mailing of
April 28, 2005.

As previously stated in our April 28, 2005 letter, terms agreed to for all of the leases covering this
acreage are as follows:

Bonus: $150.00 per acre

Royalty: One-Fourth (1/4)

Term: Three Years

Delay Rentals: $5.00 per acre per year

Shut-In Royalties: See Paragraph 14 of the GLO
Lease Form

Special Provisions: Bank of America Surface Addendum
GLO Current Lease Form

.e



Mr. Drew Reid
June 6, 2005
Page 2

Please refer to the above referenced April 28, 2005 letter for additional information concerning the
complete ownership of this acreage and name of the Assignee for these leases.

Thank you for your consideration in this matter. Please advise of any additional information
needed.

Sincerely,

TIERRA EXPLORATION, INC.

7%
Ralph Leg/Jr., CPL
President
RLJr./1z



-
—_ Ag

SEIVGERT g 0 wumm ‘g Auaf

70 N Q\ ﬁu_._n_ vumﬁ_

R




TIERRA EXPLORATION, INC.
P. 0. Box 56
Midland, Texas 79702

Phone: 432-682-1005

July 6, 2005

Mr. Drew Reid

Texas General Land Office
1700 North Congress Avenue
Austin, Texas 78701-1495

RE: SW/4, SW/ANE/4, W/2SE/4
Section 28, Township 2, Block 56,
T&P Ry. Co. Survey,
Reeves County, Texas
containing 280 acres, more or less

Dear Mr. Reid:

Per our conversation of June 20, 2005, please find enclosed certified copies of our Oil and Gas
[eases covering one-hundred percent (100%) of the Mineral Interest on the captioned acreage along
with our check No. 3468 in the amount of $21,200.00 representing the State’s one-half share of the
$42,000.00 bonus consideration for these leases ($150.00 per acre) plus the $100.00 application fee
and $25.00 per lease filing fees.

It is my understanding that the State of Texas will be providing us an assigned mineral file number
for this acreage at a future date and that we can now move forward with plans to drill our initial
well.

Thank you for all of your help and consideration in this matter. Please call should any additional
information be required.

Sincerely,

TIERRA EXPLORATION, INC.

leq

Ralph Lea; Jr., CPL
President

RLIJr./1z 4
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6‘“1" EXPLORATION, INC. L

pDATE July 6, 2005

PAY Commissioner of the General Land Office
4 B%SEEOF of the State of Texas | $ 21.200.00
21 5.200.
~~~~~ Twenty-one thousand, two hundred and No/l00-—————————————— e~ DOLLARS @
= l( The Basin's Bank
- i » P.O. BOX 61250
= F A AY/ 9] MIDLAND. TEXAS 79711
- £ www.wnbonline.com
= E WESTERN NATIONAL BANK
= OGLs-Sec. 28, Blk. 56, T-2, T&P Ry.
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FILE# 2456

pook 703 paee 709
True and Correct
copy of
Original filed in
Reeves County
Clerks Office

General Land Office
Relinquishment Act Lease Form
Revised, Seplember 1997

Justin, Texas

OIL AND GAS LEASE

THIS AGREEMENT is made and entered into this 18th day of April __.2005 . between the Slate of Texas, acling
by and through its agent, BANK OF AMERI NA, Trustee under the Will of R M. an o o
of P.O. llas, Tex =
(Give Permanenl Address)
said agent herein referred to as the owner of the soll (whether one or more), and ___ Tierra Exploration, Inc. oA e
of __P. Q. Box 56, Midland, Texa 79702 hereinafter called Lessee.

(Give Permanent Address)

1. GRANTING CLAUSE. For and in consideration of the amounts staled below and of the covenants and agreements 10 be paid, kept and
performed by Lessee under this lease, the State of Texas acting by and through the owner of the soil, hereby grants, leases and lets unto Lessee, for
the sole and only purpose of prospecting and drilling for and producing oil and gas, laying pipe lines, building lanks, storing oil and building power
stations, telephone lines and other structures thereon, to produce, save, lake care of, lreat and transport said products of the lease, the following lands
situated in Reeves County, State of Texas, lo-wit

SW/4, SW/ANE/4, WI2SE/4 Section 28, Township 2,
Block 56, T & P Ry. Co. Survey

containing 280 = acres, more or less. The bonus consideration paid for this lease is as follows:
To the State of Texas: Ten Thousand, Five Hundred and No/100 e — —
Dollars ($10,500.00 )

To the owner of the soil: Ten Thousand, Five HundredandNo/100 -
Dollars ($10,500.00 )

Total bonus consideration: Twenty-One Thousand and No/100 - L S——
Dollars ($21,000.00 )

The lotal bonus cons 1 paid rep 1s a bonus of One Hundred Fifty and No/100 — .
Dollars ($ 150.00) ) per acre, on _140.00 net acres.

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

.o . L LA .
- L L . -
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True and Correct
_ copy of
Original filed in
Reeves County
Clerks Office

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

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

To the owner of the soil: Three Hundred Fifty and No/100
Dollars ($350.00 )

To the State of Texas: Three Hundred Fifty and No/100
Dollars ($350.00 )

Total Delay Rental: Seven Hundred and No/100 -
Dollars ($700.00 )

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
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 lo exist, suspend business, liquidate, fail or be succeeded by another bank, or for any reason fail or refuse lo accept rental, Lessee shall not be
held in default for failure o make such payments or tenders of rental uniil thirty (30) days after the owner of the soil shall deliver lo Lessee 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, Lessee agrees to pay or cause to be paid one-halfl (1/2) of the royalty
provided for in this lease to the Commissioner of the General Land Office of the State of Texas, at Austin, Texas, and one-half (1/2) of such royaity to the
owner of the 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,
shallbe __ 1/4 part of the gross production or the market value thereof, at the oplion 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, Iif 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 oil
and gas separator of conventional lype, or other equipment at least as efficient, so that all liquid hydrocarbons recoverable from the gas by such means
will be recovered. The requiramenl that such gas be run through a separator or other equipment may be walived, in writing, by the royalty owners upon
such terms and conditions as they prescribe.

(B) NON PROCESSED GAS. Royalty on any gas (including Nared gas), which is defined as all hydrocarbons and gaseous substances not
defined as oil in subparagraph (A) above, produced from any well on sald 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, al the
option of the owner of the soil or the Commissioner of the General Land Office, such value lo be based on the highest marke! 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 lhis lease shall not at any time exceed 14.65 pounds per square inch absolute,
and the standard base lemperalture shall be sixty (60) degrees Fahrenheit, 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 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 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 percent accruing to Lessee, whichever is the
greater, of the total plant production of fiquid hydrocarbons attributable to the gas produced from this lease; provided that if liquid hydrocarbons are
recovered from gas processed in a plant in which Lessee (or its parent, subsidiary or affiliate) owns an interest, then the percentage applicable to liquid
hydrocarbons shall be fifty percent (50%) or the highesl 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 percent then being specified in processing agreements or contracts in
the industry), whichever is the greater. The respective royalties on residue gas and on liquid hydrocarbons shall be determined by 1) the highest markel
price paid or offered for any gas (or liquid hydrocarbons) of 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 respeclive grades of liquid hydrocarbons), whichever is the greater. In no event, however, shall
the royallies 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 fractionaling, burning or any other processing shall be __ 1/4 part of
the gross production of such products, or the market value thereof, al the oplion of the owner of the soil or the Commissioner of the General Land Office,
such markel value o 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 to the lotal annual delay rental herein provided; otherwise, there shall be
due and payable on or before the last day of the month succeeding the anniversary date of this lease a sum equal to the total annual rental less the
amount of royalties paid during the preceding year. If Paragraph 3 of this lease does not specify a delay rental amount, then for the purposes of this
paragraph. the delay rental amount shall be one doliar ($1.00) per acre.



copy of
Original filed in
Reeves County
Clerks Office

6. ROYALTY IN KIND. Notwithstanding any other provision in this lease, al any time or from time to ume, the owner of the soil or the
Commissioner of the General Land Office may, at the option of elther, upon nol less than sixty (60) days notice to the holder of the lease, require that the
payment of any royalties accruing to such royalty owner under this lease be made in kind. The owner of the soil's or the Commissioner of the General
Land Office’s 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
Ihe cost of producing, gathering, storing, separaling, trealing, dehydraling, compressing, processing, transporting, and otherwise making the oil, gas and
other products hereunder ready for sale or use. Lessee agrees to compute and pay royalties on the gross value received, induding any reimbursements
for severance laxes and production related costs.

8. PLANT FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as may represent Lhis 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 1o the wrilten consent of
the owner of the soil and the Commissi of the G | Land Office, Lessee may recycle gas for gas lift purposes on the leased premises or for
injection into any oil or gas producing formation underlying the leased premises afier the liquid hydrocarbons contained in the gas have been removed;
no royallies shall be payable on the recycled gas until it is produced and sold or used by Lessee in @ manner which enlities 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:

Paymenl of royalty on production of oil and gas shall be as provided in the rules set forth in the Texas Register. Rules currently provide that royalty on oil
is due and must be received in the General Land Office on or before the Sth day of the second month succeeding the month of production, and 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 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, logether with a copy of all documents,
records or 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 or gas storage, and any other reporis or records
which the General Land Office may require o verify the gross production, disposition and market value. In all cases the authority of a manager or agent
1o act for the Lessee herein must be filed in the General Land Office. Each royally payment shall be accompanied by a check stub, schedule, summary
or other remillance advice showing by the assigned General Land Office lease number the amount of royalty being paid on each lease. If Lessee pays
his royally on or before thirty (30) days after the royally 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 lale shall accrue a penally of 10% of the royalty due or $25.00 whichever is greater. In addition
lo @ penally, royalties shall accrue Interest at a rate of 12% per year: such interest will begin o accrue when the royally is sixty (60) days overdue,
Alfidavits 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 affidavils or supporting documents were due. The Lessee shall bear all responsibility for paying or causing
royallies to be paid as prescribed by the due date provided herein. Payment of the delinquency penalty shall in no way operale o prohibil the Stale's
right of forfeiture as provided by law nor act o postpone the date on which royallies were originally due. The above penally provisions shall not apply in
cases of litle dispute as to the Slale's portion of the royalty or to that portion of the royalty in dispute as lo fair market value.

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually furnish the Commissioner of the General Land Office
with its best possible estimale of ol and gas reserves underlying this lease or allocable to this lease and shall furnish said Commissioner wilh copies of
all conlracts under which gas Is sold or processed and all subseguent agreements and amendmenis to such contracts within thirty (30) days after
enfering into or making such conlracts, agreements or amendments. Such conlracts and agreements when received by the General Land Office shall be
held in confidence by the General Land Office unless otherwise authorized by Lessee. All other conlracls and records pertaining o the production,
transportalion, sale and markeling of the oll and gas produced on sald premises, including the books and accounts, receipts and discharges of all wells,
lanks, pools, meters, and pipelines shall at all imes be subject lo 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. Wiritten nolice of all operations on this lease shall be submitted to the Commissioner of the General
Land Office by Lessee or operator five (5) days before spud date, workover, re-entry, temporary abandonment or plug and abandonment of any well or
wells. Such writlen nolice to the General Land Office shall include copies of Railroad Commission forms for application to drill. Copies of well lests,
completion reports and plugging reports shall be supplied to the General Land Office al the time they are filed with the Texas Railroad Commission. All
applications, permits, reports or other filings thal reference lhis lease or any specific well on the leased premises and hal are submilted lo the Texas
Railroad Commission or any other governmental agency shall include the word "State” in the litle. Additionally, in accordance with Railroad Commission
rules, any signage on the leased premises for the purpose of idenlifying wells, lank balteries or other associated improvements 1o the lana must also
include the word “State.” Lessee shall supply the General Land Office with any records, memoranda, accounts, reports, cuttings and cores, of other
information relative to the operation of the above-described premises, which may be requested by the General Land Office, in addition to those herein
expressly provided for. Lessee shall have an electrical and/or radioaclivity survey made on the bore-hole section, from the base of the surface casing to
the total depth of well, of all weils drilled on the above described premises and shall ransmit a true copy of the log of each survey on each well 10 the
General Land Office within fifteen (15) days after the making of said survey.

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

11. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, during the primary term hereof and prior to discovery and
production of oil or gas on said land, Lessee should drill a dry hole or holes thereon, or il during the primary term hereof and after the discovery and
actual production of oil or gas from the leased premises such production thereof should cease from any cause, this lease shall not terminate if on or
before the expiration of sixty (60) days from date of completion of said dry hole or cessation of production Lessee commences additional drilling or
reworking operations thereon, or pays or tenders the next annual delay rental in the same manner as provided in this lease. If, during the last year of the
primary lerm 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 cause,
Lessee's rights shall remain in full force and effect without further operations until the expiration of the primary term; and if Lessee has nol resumed
production in paying quantities at the expiration of the primary lerm, Lessee may maintain this lease by conducting additional drilling or reworking
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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
well or any subsequent well drilled on the above described land be completed as a shut-in oil or gas wall 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 lerm 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, al the expiration of the primary term, naither oil nor gas is being
produced on said land, but Lessee is then engaged In drilling or reworking operations thereon, this lease shall remain in force so long as operations on
said well or for drilling or reworking of any additional wells are prosecuted in good faith and in workmanlike manner without intarruptions totaling more
than sixty (60) days during any one such operation, and if they result in the production of oil and/or gas, so long thereafter as oil and/or gas is produced
in paying quantities from said land, or payment of shut-in oil or gas well royalties or compensalory 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, after once oblained, 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 so long as such operations continue in good
faith and in workmanlike manner without interruptions totaling more than sixty (80) days. If such drilling or reworking operations result in the production
of 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 result in the completion of a well as a dry hole, the lease will not terminate if the Lessee commences additional drilling or reworking
operations within sixty (60) days after the completion of the well as a dry hole, and this lease shall remain in effect so long as Lessee conlinues drilling or
reworking operations in good faith and in a workmanlike manner withoul interruptions tolaling 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, bul oil or gas is not being
produced for lack of suitable production facilities or lack of a suitable markel, then Lessee may pay as a shul-in oil or gas royalty an amount equal lo
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 nol specify a delay rental amount, then for the purposes of this paragraph, the delay rental amount shall be one dollar
(§1.00) per acre. To be effective, each initial shut-in oil or gas royalty must be paid on or before: (1) the expiration of the primary term, (2) 60 days after
the Lessee ceases to produce oil or gas from the leased premises, or (3) 60 days after Lessee completes a drilling or reworking operation in accordance
with the lease provisions; whichever date is latest. Such payment shall be made one-half (1/2) to the Commissioner of the General Land Office and one-
hall (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 paymenl shall
extend the lerm 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 markel for the oil or gas exists, Lessee may extend the lease for four
more successive periods of one (1) year by paying the same amount each year on or before the expiration of each shul-in year.

15. COMPENSATORY ROYALTIES. If, during the period the |ease is kepl in effect by payment of the shut-in oil or gas royalty, oil or gas is
sold and delivered in paying quantities from a well located within one thousand (1,000) feet of the leased premises and completed in the same producing
reservoir, or in any case in which drainage Is occurring, the right to continue to maintain the lease by paying the shut-in oil or gas royalty shall cease. but
the lease shall remain effective for the remainder of the year for which the royalty has been paid. The Lessee may maintain the lease for four more
successive 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) o 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 ol 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 pald 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, at the determination of the Commissioner, and with the Commissioner’s written approval, the payment
of compensatory royalties can salisfy 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 operalor in drilling such additional well or
wells as may be reasonably necessary for the proper development of the leased premises and in marketing the production thereon

(A) VERTICAL. In the event this lease is in force and effect two (2) years after the expiration date of the primary or extended term it shall then
terminate as to all of the leased premises, EXCEPT (1) 40 acres surrounding each oil well capable of producing in paying quantities and 320 acres
surrounding each gas well capable of producing in paying quantities (including a shut-in oil or gas well as provided in Paragraph 14 hereof), or a well
upon which Lessee is then engaged in continuous drilling or reworking operations, or (2) the number of acres included in a producing pooled unit
pursuant to Texas Natural Resources Code 52.151-52.154, or (3) such greater or lesser number of acres as may then be allocated for production
purposes to a proration unit for each such producing well under the rules and regulations of the Railroad Commission of Texas, or any successor
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 thereafter allocated to said well or wells for
production purposes, this lease shall thereupon terminate as to all acreage not thereafter allocated to said well or wells for production purposes.
Notwithstanding the termination of this lease as to a portion of the lands covered hereby, Lessee shall nevertheless continue to have the right of ingress
to and egress from the lands still subject to this lease for all purposes described in Paragraph 1 hereof, together with easements and rights-of-way for
existing roads, existing pipelines and other existing facilities on, over and across all the lands described in Paragraph 1 hereof (“the retained lands"), for
access to and from the retained lands and for the gathering or transportation of oil, gas and other minerals produced from the retained lands
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(B) HORIZONTAL. In the event this lease is in force and effect two (2) years alter the expiration date ol the primary or extended lerm it shall
further terminalte as lo all depths below 100 feet below lhe total 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 period of two (2) years and so long thereafler as oil or gas is produced in
paying quantities from such deeper depths covered by this lease.

(C) IDENTIFICATION AND FILING. The surface acreage retained hereunder as lo each well shall, as nearly as practical, be in the form of a
square with the well located in the center thereof, or such other shape as may be approved by the 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 not retained hereunder. The recorded release, or a certified copy of same, shall be filed in the General
Land Office, accompanied by the filing fee prescribed by the General Land Office rules in effect on the date the release is filed. If Lessee fails or refuses
1o execule and record such release or releases within ninety (80) days after being requested to do so by the General Land Office, then the
Commissioner at his sole discretion may designate by wrillen instrument the acreage and/or depths lo be released hereunder and record such
instrument al Lessee's expense in the county or counlies where the lease is localed and in the official records of the General Land Office and such
designation shall be binding upon Lessee for all purposes.

17. OFFSET WELLS. Neither the bonus, delay rentals, nor royalties paid, or to be paid, under this lease shall relieve Lessee of his obligation
o protect the oil and gas under the above-described land from being drained. Lessee, sublessee, receiver or other agent in control of the leased
premises shall drill as many wells as the facts may justify and shall use appropriate means and drill to a depth necessary lo 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,
or in any case where the leased premises is being drained by production of ail 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 alter the draining well or wells or the
well or wells completed within 1,000 feet of the leased premises slart producing in commercial quantities and shall prosecute such drilling with diligence.
Fallure lo salisfy lhe 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 obligalion to drill an offset well or wells required under this paragraph.

18. FORCE MAJEURE. If, after a good failh 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 ol war, rebellion, riots,
strikes, acts of God, or any valid order, rule or regulation of government authority, then while so prevented, Lessee’s obligalion to comply with such
covenant shall be suspended and Lessee shall not be liable for damages for failure to comply with such covenanls; additionally, this lease shall be
exlended 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 suspend the payment of delay rentals in order to maintain this lease in effecl during the primary term
in the absence of such drilling or reworking operations or production of cil or gas.

19. WARRANTY CLAUSE. The owner of the soil warrants and agrees (o defend lille 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 sail in the leased premises 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 soll.

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soil owns less than the entire undivided surface estale in the above
described land, whether or not Lessee’s interest is specified herein, then the royalties and rental herein provided to be paid to the owner of the sail shall
be paid to him in the proportion which his interest bears lo the entire undivided surface eslate 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 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 stalement which explains the discrepancy between the inlerest purportedly leased under this lease and the actual interest
owned by the owner of the soil. The Commissioner of the General Land Office shall be paid the value of the whole production allocable to any undivided
interest 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 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 solil 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, paymenis that are made on a per acre basis hereunder shall be reduced according to the number of acres pooled, released,
surrendered, or otherwise severed, so that payments determined on a per acre basis under the terms of this lease during the primary term shall be
calculaled based upon the number of acres oulside 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 lhe right lo use waler produced on said land necessary for operations under this lease except water
from wells or lanks of the owner of the soil; provided, however, Lessee shall not use polable water or waler suilable 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 ils operalions to all personal property,
improvements, livestock and crops on said 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) feel to any house or barn now on said premises without
the wrilten consent of the owner of the sall.
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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
facilities sufficient to prevent spillage, seepage or ground water contamination. In the event of pollution, Lessee shall use all means al its disposal to
recaplure 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 slush, sump, and drainage pits and tank balteries so as to protect livestock against loss, damage or injury; and upon
completion or abandonment of any weil 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 sald premises free of all rubbish, cans, bottles, paper cups or garbage,
and upon completion of operations shall restore the surface of the land lo as near its original condition and contours as is practicable. Tanks and
equipment will be kept painted and presentable.

26. REMOVAL OF EQUIPMENT. Subject to limitations in this paragraph, Lessee shall have the right 1o remove machinery and fixtures placed
by Lessee on the leased premises, including the righ! to draw and remove casing, within one hundred twenty (120) days after the expiration or the
termination of this lease unless the owner of the soil grants Lessee an extension of this 120-day period. However, Lessee may not remove casing from
any well capable of producing 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 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 lo this lease may be assigned, in whole or in part, and the provisions of this lease shall extend to and be binding upon their heirs, devisees, legal
representatives, successors and assigns. However, a change or division in ownership of the land, rentals, or royalties will not enlarge the obligations of
Lessee, diminish the rights, privileges and estates of Lessee, impair the effectiveness of any payment made by Lessee or impair the effectiveness of any
act performed by Lessee. And no change or division in ownership of the land, rentals, or royalties shall bind Lessee for any purpose until thirty (30) days
after the owner of the soil (or his heirs, devi legal repr ives or assigns) furnishes the Lessee with satisfaclory written evidence of the change
in ownership, including the original recorded muniments of title (or a cerlified copy of such original) when the ownership changed because of a
conveyance. A lotal or partial assignment of this lease shall, to the extent of the interest assigned, relieve and discharge Lessee of all subsequent
obligations under this lease. If this lease is assigned in ils entirety as to only part of the acreage, the right and option to pay rentals shall be apportioned
as between the several owners ratably, according to the area of each, and failure by one or more of them to pay his share of the rental shall not affect
this lease on the part of the land upon which pro rala rentals are timely pald or tendered; however, if the assignor or assignee does not file a certified
copy of such assignment in the General Land Office before the next rental paying date, the entire lease shall terminate for failure to pay the entire rental
due under Paragraph 3. Every assignee shall succeed to all rights and be subject to all obligations, liabilities, and penalties owed to the State by the
original lessee or any prior assignea of the lease, including any liabilities to the State for unpaid royalties.

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

(1) a nominee of the ownar of the soll;

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

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

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

(5) a partner or employee In a partnership which is the owner of the soll;

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

owner of the soil; or

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

28. RELEASES. Under the condilions contained in this paragraph and Paragraph 29, Lessee may al any lime execule and deliver to the
owner of the soil and place of record a release or releases covering any portion or portions of the leased premises, and thereby surrender this lease as
to such portion or portions, and be relieved of all subsequent obligations as to acreage surrendered. If any part of this lease s properly surrendered, the
delay rental due under this lease shall be reduced by the proportion thal the surrendered acreage bears to the acreage which was covered by this lease
immediately prior to such surrender; however, such release will not refieve Lessee of any liabilifies 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 s assigned or released, such assignment or release must be
recorded In the county where the land Is situated, and the recorded instrument, or a copy of the recorded instrument certified by the County Clerk of the
county In which the instrument is recorded, must be filed in the General Land Office within 90 days of the last execution date accompanied by the
prescribed filing fee. Il any such assignment is not so filed, the rights acquired under this lease shall be subject to forfeiture at the option of the
Commissioner of the General Land Office.

30. DISCLOSURE CLAUSE. All provisions pertaining to the lease of the above-described land have been included in this instrument,
including the statement of the true consideration to be paid for the execution of this lease and the rights 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 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 Stale's interest in
the leased premises. When the interests of the owner of the soil conflict with those of the Stale, the owner of the soll 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 Lessee 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 General Land Office, or if Lessee
should fail to file reports in the manner required by law or fail to comply with rules and regulations promulgated by the General Land Office, the School
Land Board, or the Railroad Commission, or if Lessee should refuse the proper authority access to the records pertaining to operations, or If Lessee or
an authorized agent should knowingly fail or refuse to give correct information to the proper authority, or knowingly fail or refuse to furnish the General
Land Office a correct log of any well, or if Lessee shall knowingly violate any of the materlal provisions of this lease, or if this lease is assigned and the
assignment is not filed in the General Land Office as required by law, the rights acquired under this lease shall be subject to forfeiture by the



Commissioner, and he shall forfeil same when sufficiently informed of the facts which authorize a forfeiture, and when forfeited the area shall again be
subject to lease under the terms of the Relinquishment Act. However, nothing herein shall be construed as waiving the automatic termination of this
lease by operation of law or by reason of any special limitation arising hereunder, Forfeilures may be set aside and this lease and all rights thereunder
reinstaled before the rights of another intervene upon satisfaclory evidence lo the Commissioner of the General Land Office of future compliance with
the provisions of the law and of this lease and the rules and regulations that may be adopted relative hereto.

33. LIEN. In accordance with Texas Natural Resources Code 52.136, the Stale shall have a first lien upon all oil and gas produced from the
area covered by this lease to secure payment of all unpaid royalty and other sums of money thal may become due under this lease. By acceplance of
this lease, Lessee grants the State, in addition lo the lien provided by Texas Natural Resources Code 52.136 and any other applicable slatutory lien, an
express contractual lien on and security interest In all leased minerals in and extracled from the leased premises, all proceeds which may accrue 1o
Lessee from the sale of such leased minerals, whether such proceeds are held by Lessee or by a third party, and all fixiures on and improvements lo the
leased premises used in connection with the production or processing of such leased minerals in order to secure the payment of all royallies or other
amounts due or 1o become due under this lease and 1o secure payment of any damages or loss thal Lessor may suffer by reason of Lessee’s breach of
any covenant or condition of this lease, whether express or implied. This 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 1o
execute and record such instruments as may be reasonably necessary lo acknowledge, altach or perfect this lien. Lessee hereby represents thal there
are no prior or superior liens arising from and relaling to Lessee's activities upon the above-described property or from Lessee's acquisition of this lease.
Should the Commissioner at any time determine that this representation is not true, then the Commissioner may declare this lease forfeiled as provided
herein.

34, POOLING, Lessee is hereby granted the right to pool or unitize the royalty interest of the owner of the soil under this lease with any other
leasehold or mineral interest for the exploration, development and production of oil or gas or either of them upon the same 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 10 Texas Natural Resources Code 52.151-52.154. The owner of the soil agrees that the inclusion of this provision in this lease salisfies the
execution 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,
agenls, contractors, subcontractors, guests, invilees, and their respective successors and assigns, of and from all and any actions and causes of action
of every nature, or other harm, including environmental harm, for which recovery of damages is sought, including, but not limited to, all losses and
expenses which are caused by the aclivities of Lessee, ils officers, employees, and agents arising oul of, incidental to, or resulting from, the operations
of or for Lessee on the leased premises hereunder, or thal may arise oul 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, exonerale, indemniy,
defend and hold harmless 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 soughl, under any theory including tort, contract, or strict liability, including attorneys’ fees and other legal expenses, including those related to
environmental hazards, on the leased premises or in any way related lo Lessee’s failure lo comply with any and all environmental laws; those arising
from or in any way related to Lessee’s operations or any other of Lessee's activities on the leased premises; those arising from Lessee’s use of the
surface of the leased premises; and those that may arise oul of or be occasioned by Lessee’s breach of any of the terms or provisions of this Agreement
or any other act or omission of Lessee, its direclors, officers, employees, pariners, agenls, contraclors, subcontractors, guesls, invilees, and lheir
respeclive successors and assigns. Each assignee of this Agreement, or an interest therein, agrees lo be liable for, exonerale, indemnily, 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, ils officers, employees, and agents as described above, EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF
THE INDEMNITY OBLIGATIONS AND\OR LIABILITIES ASSUMED UNDER THE TERMS OF THIS AGREEMENT SHALL BE WITHOUT LIMITS AND
WITHOUT REGARD TO THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXISTING CONDITIONS), STRICT LIABILITY, OR THE
NEGLIGENCE OF ANY PARTY OR PARTIES (INCLUDING THE NEGLIGENCE OF THE INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE
BE SOLE, JOINT, CONCURRENT, ACTIVE, OR PASSIVE.

36. ENVIRONMENTAL HAZARDS. Lessee shall use the highesl degree of care and all reasonable safeguards o prevenl contamination or
pollution of any environmental medium, including soll, surface waters, groundwater, sediments, and surface or subsurface sirata, ambient air or any
olher environmental medium in, on, or under, the leased premises, by any wasle, pollutant, or contaminant. Lessee shall not bring or permit to remain on
the leased premises any asbestos containing materials, explosives, loxic materials, or substances regulated as hazardous wastes, hazardous malerials,
hazardous substances (as the lerm “Hazardous Substance” is defined in the Comprehensive Environmental Response, Compensation and Liability Act
(CERCLA), 42 U.S.C. Sections 9601, et seq.), or loxic substances under any federal, stale, 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 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 1o these
statutes, he slatutes will prevail over any nonconforming lease provisions.
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38, EXECUTION. This oil and gas lease must be signed and acknowledged by the Lessee before it is filed of record in the county records
and in the General Land Office of the State of Texas. Once the filing requirements found In Paragraph 39 of this lease have been satisfied, the effective
date of this lease shall be the date found on Page 1.

39. LEASE FILING. Pursuant to Chapter 9 of the Texas Business and Commerce Code, this lease must be filed of record in the office of the
County Clerk in any county in which all or any part of the leased premises is located, and certified coples 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 Nalural Resources Code 52.183. Additionally, this lease shall not be binding upon the State unless it
recites the actual and lrue 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.

40. See attached Exhibit "A" for surface amendments.

LESSEE: TIERRA EXPJORA . INC.

By: ﬁ’ ¥
Ralfh Lea, f
Title: President

Dale: J'Q"J’ﬂs

STATE OF TEXAS

Date: % ﬂ‘s-_‘_-
By: o - g} /’.w’;fl/

. Individually as agent for the State exas
Bank of America, N.A,, Trustee u/w/o
Roberta M. Regan
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(CORPORATION ACKNOWLEDGMENT)
STATE OF TEXAS
COUNTY OF MIDLAND

BEFORE ME, the undersigned authorily, on this day personally appeared Ralph Lea, Jr., known to me 10 be (he peison whose name is
subscribed to the foregoing instruments as President of Tierra Exploration, Inc., a Texas corporalion, and acknowledged lo me that he execuled the

same for the purposes and ideration therein exp d, in the capacity stated, and as the act and deed of said corporation.
Given under my hand and seal of office this the 2%“" day of '{h3= , l 2005.
?hw\y&\ b, ()Ctt(,'u — J
F*7."% RHONDA G. PATTERSON Notary Public in and for Midtanel Covn Ty (epds ‘
e ] MY COMMISSION EXPIRES =
oY March B, 2008

(CORPORATION ACKNOWLEDGMENT)
STATE OF TEXAS
COUNTY OF DALLAS

BEFORE ME, the undersigned authority, on this day personally appeared C. Michael McPherren, known 1o me [0 be the person whose name
is subscribed to the foregoing instruments as Vice President of Bank of America, N.A., and acknowledged lo me that he executed the same for the
pi and consideration therein expressed, in the capacity stated, and as thg act and gsad of said corporation.

-/ dayof ( { , 2005,
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EXHIBIT “A”

SURFACE AMENDMENTS

L. Upon the cessation of drilling at each well location, the abandonment of said lease or
surrender thereof, Lessee, its successors or assigns, shall then level all drilling pits and
other excavations and shall repair all damage done, or cause to be done, to buildings,
fences, roads, culverts, turf, water wells and/or other improvements and to restore same
to their original condition within 90 days after the cessation of activity. No drilling mud
shall be spread on surface lands of Lessor without express written consent of Lessor.

Z Lessee’s right to use water from the leased premises shall not include the right to use
fresh water from any fresh water sands or strata underlying the leased premises for any
secondary recovery operations that may be conducted on the leased premises. Lessee
shall have the right to use fresh water from wells or surface impoundments only with the
expressed permission of the Lessor.

3. All operations of Lessee shall be conducted so as to minimize the amount of surface land
used or damaged by Lessee and Lessee agrees to construct not more than one road to
each location on the leased premises and to confine all travel incident to the drilling and
production of such well to the single road. All roads constructed by Lessee shall be of
good quality and suitable for all-weather use. The routes for all roads shall be mutually
agreed upon between Lessor and Lessee before the commencement of any road
construction. Lessee agrees to maintain all roads used by Lessec on the leased premises
in good condition and repair during the period of Lessee’s operations on the leased
premises. The surface owner shall have the right to use all roads on the leased premises.

4. It is understood and agreed that this lease does not cover or include any right or privilege
of hunting with firearms and/or with dogs or otherwise on the leased premises or fishing
on the leased premises; all such hunting and fishing rights being expressly reserved, and
Lessee agrees that none of the Lessee’s officers, agents, employees or representatives will
bring any dogs and/or firearms upon the leased premises, and that any one so doing shall
be trespassers and subject to prosecution as such.

5 Prior to erecting new storage tanks, pipelines, compressor stations or other usual facilities
required by Lessee for producing oil and gas and operating this lease, Lessee shall advise
Lessor of Lessee’s intention. Lessor and Lessee will then mutually select a site or sites
for locating such equipment and pipelines taking into consideration the ranching and
farming operation of Lessor and Lessee's needs in conducting its operations under the
terms of this lease in a reasonable manner.



10.

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

Lessee, prior to the construction of any new road or the cutting, altering and removal of
any existing fence on the leased premises, or the cutting or removal of any tree on the
leased premises, shall notify Lessor of such intention and shall be governed by the
Lessor’s wishes. Lessee shall dispose of all brush, trees, trash and debris away from the
property. Under no circumstances will trash, garbage or debris be buried or dumped on
the property or adjacent lands of Lessor. Brush and trees may be buried or burned on the
property only with written permission from owner or his representative.

Lessee agrees to protect, defend, indemnify and hold harmless Lessor, the owners of the
surface of the Leased Premises, and their respective agents, employees and tenants, from
and against all liabilities, losses, expenses, claims, demands, and causes of action of
every kind and character, whether for death or personal injury to persons (including
agents and employees of Lessee and Lessee’s subcontractors) for loss or damage to
property, in any way and at any time arising out of] incident to, or in connection with this
Lease, operations conducted on the Leased Premises, or breach of the terms hereof,
regardless of whether any such liability, loss, expenses, claim, demand or cause of action
is based on the sole or concurrent negligence of any party indemnified hereunder.

Each drill site location shall be constructed so as to result in the least interference with
surface usage as reasonably practicable under the circumstances. All pits shall be
constructed and lined so as not to pollute the adjoining land at the request of Lessor.
Lessee shall take all reasonable precautions necessary to prevent land, air and water
pollution, including pollution to all underground fresh water zones. Lessee shall collect
all trash which accumulates in connection with his operations and remove such trash
from the Leased Premises. Lessee shall take all reasonable precautions to prevent
blowouts from occurring on the Leased Premises. Lessee shall utilize only such area
around each producing well as is reasonably necessary for such purposes, and Lessee
shall restore the remainder of such drill site to its original condition as nearly as possible
within a reasonable time after the completion of operations on each drill site where no
producing well is located, Lessee shall clear the location, remove all equipment placed
upon the drill site by the Lessee, clean out and back fill all pits, and return the surface of
the drill site to its original condition as nearly as possible. Lessee shall construct and
maintain gates at all places where any roads used by Lessee cross through fences on the
Leased Premises, and Lessee shall keep such gates locked when not actually passing
through such gates. Upon termination of Lessee’s operations on the Leased Premises,
Lessee shall restore the surface of all lands utilized by Lessee, and not theretofore
restored, to their original condition as nearly as possible. Within six (6) months after the
termination of this lease, Lessee shall remove any and all property placed by Lessee on
the Leased Premises or Lessor shall cause same to be removed at Lessee’s Expense.

Lessee is to comply with all Federal and State regulations.

Lessee shall pay market value for any and all livestock lost as a result of Lessee’s
operations under this lease.

BOOK /0 3.
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11.  All pipelines are to be buried 36 inches below the ground, which will be from the top of
the pipe to the surface of the ground. Only crude oil and natural gas (no other
derivatives) will be allowed to be transported through any pipelines on the property.

‘ 12.  Lessee shall not conduct any operations within one-quarter (1/4) mile of any homestead,
living quarters or livestock watering facilities without express consent of Lessor.
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General Land Office
Relinquishment Act Lease Form
Revised, September 1987

Augtin, Texas

OIL AND GAS LEASE

THIS AGREEMENT is made and entered Into this 8th day of April 2005 , between the Slate of Texas, acting
by and through its agent, GRETCHEN C, NORTHRUP FOUNDATION, C/O TRINITY UNIVERSITY SN R—
of Alln; Business Office-Endowments, One Trinity Place, San Antonio, Texas 78212-7200 e A e— )

(Give Permanent Address)
said agent herein referred to as the owner of the soil (whether one or more), and Tierra Exploration, Inc.

of P.O. Box 56, Midland, Texa 79702 __ hereinafter called Lessee
(Give Permanent Address)

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

SWi4, SW/ANE/4, W/2SE/4 Seclion 28, Township 2,
Block 56, T & P Ry. Co. Survey

containing 280 __ acres, more or less. The bonus consideration paid for this lease is as follows:

To the State of Texas: Five Thousand, Two Hundred Fifty and No/100 —
Dollars ($5,250.00 )

To the owner of the soil: Five Thousand, Two Hundred Fifty and No/100 o
Dollars ($5,250.00 )

Total benus consideration: Ten Thousand, Five Hundred and No/100

Dollars ($10,500.00 )
The total bonus consideration paid rep a bonus of One Hundred Fifty and No/100 S
Dollars ($ 150.00) ) per acre, on 70.00 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 dale (herein called "primary lerm”) and as long thereafter as oil and gas, or either of them, is produced in paying quantities from said land. As used
in this lease, the term “produced in paying quantities” means thal the recelpts 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.

[N
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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,

unless on or before such anniversary date Lessee shall pay or tender to the owner of the soil or to his credit in the T
Frost National Bank,at_P, O, Box 27, San Antonio, Texas 78291-0027 ;
or its successors (which shall continue as the depository regardiess of changes in the ownership of said land), the amount specified below: in addition.
Lessee shall pay or tender to the COMMISSIONER OF THE GENERAL LAND OFFICE OF THE STATE OF TEXAS, AT AUSTIN, TEXAS, a like sum on

or 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 soil: One Hundred Seventy Five and No/100

Dollars ($175.00 )

To the State of Texas: One Hundred Seventy Five and No/100
Dollars ($175.00 )

Total Delay Rental: Three Hundred Fifty and No/100
Dollars ($350.00 )

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
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, fail or be succeeded by another bank, or for any reason fall or refuse to accept rental, Lessee shall not be
held in defaull for failure to make such payments or tenders of rental until thirty (30) days after the owner of the soil shall deliver 1o Lessee a proper
recordable instrument naming another bank as agent lo receive such payments or tenders,

4, PRODUCTION ROYALTIES. Upon production of oil and/or gas, Lessee agrees to pay or cause to be paid one-half (1/2) of the 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 oil, which is defined as including all hydrocarbons produced in a liquid form at the mouth of the well and alsc 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, 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 premium, if any, offered or paid for oil, condensate, distillate, or other liquid
hydrocarbons, respectlively, of a like type and gravity in the general area where produced and when run, or 2) the highest marke! price thereof offerad or
paid in the general area where produced and when run, or 3) the gross proceeds of the sale thereof, whichever is the grealer. Lessee agrees that before
any gas produced from the leased premises is sold, used or processed in a plant, it will be run free of cos! o the royalty owners through an adequate oil
and gas separalor 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 that such gas be run through a separator or other equipment may be walved, in writing, by the royalty owners upon
such terms and conditions as they prescribe.

(B) NON PROCESSED GAS. Royally on any gas (including flared gas), which is defined as all hydrocarbons and gaseous subsiances not
defined as oil in subparagraph (A) above, produced from any well on said land (except as provided herein with respect to gas processed in a plant for
the extraction of gasoline, liquid hydrocarbons or other products) shallbe __ 1/4 part of the gross production or the market value thereof, at the
option of the owner of the soil or the Commissioner of the General Land Office, such value to be based on the highest market price paid or offered for
gas of comparable quality 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 temperature shall be sixty (60) degrees Fahrenheit, correction to be made for pressure according to Boyle’s Law, and for specific
gravity according o lests made by the Balance Method or by the mos! 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
hydrocarbons shallbe __ 1/4 part of the residue gas and the liquid hydrocarbons extracted 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 Lessee, whichever is the
greater, of the total ptant production of liquid hydrocarbons attributable to the gas produced from this lease; provided that if liquid hydrocarbons are
recovered from gas processed in a plant in which Lessee (or its parent, subsidiary or affiliate) owns an interest, then the percentage applicable to liquid
hydrocarbons shall be fifty percent (50%) or the highest percent accruing to a third party processing gas through such plant under a processing
agreement negotiated 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 industry), whichever Is the grealer, 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 royallies 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, burning or any other processing shallbe __ 1/4 parl of
the gross production of such producls, 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 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 manth in which such produclts 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 total annual rental less the
amount of royallies paid during the preceding year. If Paragraph 3 of this lease does not specify a delay rental amount, then for the purposes of this
paragraph, the delay rental amount shall be one dollar (§1.00) per acre.

[
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6. ROYALTY IN KIND. Notwithstanding any other provision In this lease, at any time or from time to time, the owner of the soil or the
Commissioner of the General Land Office may, al the option of either, upon nol less than sixty (60) days notice to the holder 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 Office's right to lake ils 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, separaling, treating, dehydrating, compressing, processing, lransporting, and otherwise making the oil, gas and |
other products hereunder ready for sale or use. Lessee agrees to compule and pay royalties on the gross value recelved, including any reimbursements |
for severance taxes and production related costs.

8. PLANT FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as may represent this lease's proportionate share of any fuel
used lo process gas produced hereunder in any processing plant. Notwithslanding 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 lift purposes on the leased premises or for
injection into any oil or gas producing formation underlying the leased premises after the liquid hydrocarbons contained in the gas have been removed,
no royalties shall be payable on the recycled gas until it is produced and sold or used by Lessee in @ manner which entitles the royally owners lo 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 belfore the 5ih day of the second month succeeding the month of production, and royalty
on gas is due and musl be received in the General Land Office on or before the 15th day of the second month succeeding the month of production,
accompanied by the affidavit of the owner, manager or other authorized agent, completed in the form and manner prescribed by the General Land Office
and showing the gross amount and disposition of all oil and gas produced and the market value of the oil and gas, logether wilh 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 lo verify the gross produclion, disposition and market value. In all cases the authorily of a manager or agenl
lo act for the Lessee herein must be filed in the General Land Office. Each royalty payment shall be accompanied by a check stub, schedule, summary
or other remittance advice showing by the assigned General Land Office lease number the amount of royalty being paid on each lease. If Lessee pays
his royalty on or before thirty (30) days after the royalty payment was due, then Lessee owes a penally of 5% on the royally or $25.00, whichever is
grealer. A royalty payment which is over thirty (30) days late shall accrue a penalty of 10% of the royalty due or $25.00 whichever is greater. In addition
lo a penalty, royalties shall accrue interest al a rate of 12% per year; such interest will begin to accrue when the royalty is sixly (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 effeclive on the date when the affidavits or supporting documents were due. The Lessee shall bear all responsibility for paying or causing
royallies to be paid as prescribed by the due date provided herein. Payment of the delinquency penalty shall in no way operate lo prohibit the Slate’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 1o that portion of the royalty in dispute as to fair markel value.

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS, Lessee shall annually furnish the Commissioner of the General Land Office
with ils besl possible eslimate 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 processed and all subsequent agreements and amendments o such contracts within thirty (30) days after
entering into or making such conlracts, agreements or amendments. Such conltracts and agreemenls when received by the General Land Office shall be
held in confidence by the General Land Office unless otherwise aulhorized by Lessee. All other contracts and records pertaining to the production,
ransportation, sale and marketing of the oil and gas produced on said premises, including the books and accounts, receipts and discharges of all wells,
lanks, pools, meters, and pipelines shall at all imes be subject o inspeclion and examination by the Commissioner of the General Land Office, the
Altorney General, the Governor, or the representative of any of them.

(B) PERMITS, DRILLING RECORDS. Written notice of all operations on this lease shall be submitted to the Commissioner of the General
Land Office by Lessee or operator five (5) days before spud date, workover, re-entry, lemporary abandonment or plug and abandonment of any well or
wells. Such written notice to the General Land Office shall include copies of Railroad Commission forms for application to drill. Copies of well lesls,
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
applicalions, permits, reports or other filings thal reference lhis lease or any specific well on the leased premises and thal are submitted lo the Texas
Railroad Commission or any other govemmental agency shall include the word “State” in the litle. Additionally, in accordance with Railroad Commission
rules, any signage on the leased premises for the purpose of identifying wells, tank batteries or other associated improvements to the land must also
include the word “State.” Lessee shall supply the General Land Office with any records, memoranda, accounts, reports, cutlings and cores, or other
information relative to the operation of the above-described premises, which may be requesled 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 lo
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 lo the
General Land Office wilhin fifteen (15) days after the making of said survey.

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

11. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, during the primary lerm 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 lerm hereof and after the discovery and
actual production of oil or gas from the leased premises such production thereof should cease from any cause, this lease shall not lerminate if on or
before the expiration of sixty (60) days from date of completion of said dry hole or cessation of production Lessee commences additional drilling or
reworking operations thereon, or pays or tenders the next annual delay rental in the same manner as provided in this lease. If, during the last year of the
primary term or within sixty (60) days prior thereto, a dry hole be completed and abandoned, or the produclion of cil or gas should cease for any cause,
Lessee's rights shall remain in full force and effect without further operations until the expiration of the primary term; and if Lessee has not resumed
production in paying gquantities at the expiration of the primary lerm, Lessee may maintain this lease by conducling additional drilling or reworking
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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
well or any subsequent well drilled on the above described land be completed as a shut-in oil or gas well within the primary term hereof, Lessee may
resume payment of the annual rental In the same manner as provided herein on or before the rental paying date following the expiration of sixty (60)
days from the date of completion of such shut-in oil or gas well and upon the failure to make such payment, this lease shall ipso facto terminate. If at the
expiration of the primary term or any time thereafter a shut-in oll 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, neither oil nor gas is being
produced on said land, but Lessee is then engaged in drilling or reworking operations thereon, this lease shall remain in force so long as operations on
said well or for drilling or reworking of any additional wells are prosecuted in good faith and in 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 shul-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
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 so long as such operations continue in good
faith and in workmanlike manner without interruptions totaling more than sixty (60) days. If such drilling or reworking operations result in the production
of oil or gas, the lease shall remain in full force and effect for so long as 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 result in the completion of a well as a dry hole, the lease will nol terminale if the Lessee commences additional drilling or reworking
operations within sixty (60) days after the completion of the well as a dry hole, and this lease shall remain in effect 50 long as Lessee continues drilling or
reworking operalions 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
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 effecl, a well capable of producing oil or gas In paying quantities is located on the leased premises, bul oil or gas Is not being
produced for lack of suitable production facilities or lack of a suitable market, then Lessee may pay as a shut-in oll or gas royalty an amount equal to
double the annual rental provided in the lease, but not less than $1,200 a year for each well capable of producing oll or gas in paying quantities. If
Paragraph 3 of this lease does not specify a delay rental amount, then for the purposes of this paragraph, the delay rental amount shall be one dollar
($1.00) per acre. To be effeclive, 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 or gas from the leased premises, or (3) 60 days after Lessee completes a drilling or reworking operation in accordance
with the lease provisions; whichever date Is latest. Such payment shall be made one-half (1/2) to the Commissioner of the General Land Office and one-
half (1/2) to the owner of the soll. 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 lerm of the lease for a period of one year from the end of the primary lerm, or from the first day of the month following the month in which
production ceased, and, after that, if no suitable production facilities or suitable market for the oil or gas exists, Lessee may extend the lease for four
more successive periods of one (1) year by paying the same amount each year on or before the expiration of each shut-in year.

15. COMPENSATORY ROYALTIES. If, during the period the lease is kept in effect by payment of the shut-in ofl or gas royalty, oll or gas Is
sold and delivered in paying quantities from a well located within one thousand (1,000) feet of the leased premises and completed in the same producing
reservoir, or in any case in which drainage Is occurring, the right to continue to maintain the lease by paying the shut-in oll or gas royalty shall cease, but
the lease shall remain effective for the remainder of the year for which the royalty has been paid. The Lessee may maintain the lease for four more
successive years by Lessee paying compensatory royalty al the royalty rate provided in the lease of the market value of production from the well causing
the drainage or which Is 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-half (1/2) to the Commissi of the G | Land Office and one-half (1/2) to the owner of the soil, beginning on or
before the last day of the month following the month in which the 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 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 lo the difference within thirty (30) days from the end of the
12-month period. Compensalory royalty payments which are not timely paid will accrue penalty and interest in accordance with Paragraph 8 of lhis
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 Commissioner’s written approval, the payment
of compensatory royalties can salisfy the obligation to drill offset wells.

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

(A) VERTICAL, In the event this lease Is in force and effect two (2) years after the expiration date of the primary or extended term it shall then
terminate as to all of the leased premises, EXCEPT (1) 40 acres surrounding each oil well capable of producing in paying quantities and 320 acres
surrounding each gas well capable of producing in paying quantities (including a shut-in oil or gas well as provided in Paragraph 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 Nalural Resources Code 52.151-52.154, or (3) such greater or lesser number of acres as may then be allocated for production
purposes to a proration unit for each such producing well under the rules and regulations of the Railroad Commission of Texas, or any successor
agency, or other governmental authority having jurisdiction. If at any time after the effective date of the partial termination provisions hereof, the
applicable field rules are changed or the well or wells located thereon are reclassified so that less acreage Is thereafter allocated to said well or wells for
production purposes, this lease shall thereupon terminate as to all acreage not thereafter allocated to said well or wells for production purposes.
Notwithstanding the termination of this lease as 1o a portion of the lands covered hereby, Lessee shall nevertheless continue to have the right of ingress
to and egress from the lands still subject to this lease for all purposes described in Paragraph 1 hereof, together with easements and rights-of-way for
existing roads, existing pipelines and other existing facilities on, over and across all the lands described In Paragraph 1 hereof (“the retained lands”), for
access to and from the retained lands and for the gathering or transportation of oil, gas and other minerals produced from the retained lands.
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(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 lotal 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-hall (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 1o
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.

square with the well located in the center thereof, or such other shape as may be approved by the Commissioner of the General Land Office. Within
thirty (30) days after partial termination of this lease as provided herein, Lessee shall execute and record a release or releases containing a satisfactory
legal description of the acreage and/or depths not retained hereunder. The recorded release, or a certified copy of same, shall be filed in the General
Land Office, accompanied by the filing fee prescribed by the General Land Office rules in effect on the date the release is filed. If Lessee fails or refuses
to execule and record such release or releases within ninety (90) days after being requested to do so by the General Land Office, then lhe
Commissioner at his sole discretion may designale by written instrument the acreage and/or depths lo 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
designalion shall be binding upon Lessee for all purposes. |

(C) IDENTIFICATION AND FILING. The surface acreage retained hereunder as to each well shall, as nearly as praclical, be in the form of a j

17. OFFSET WELLS. Neither the bonus, delay rentals, nor royallies paid, or to be paid, under this lease shall relieve Lessee of his obligation |
1o protect the oil and gas under the above-described land from being drained. Lessee, sublessee, receiver or other agent in control of the leased ;
premises shall drill as many wells as the facls may justify and shall use appropriate means and drill lo 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 quanlities within 1,000 feel 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 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 quantilies and shall prosecule such drilling with diligence. i
Failure to salisfy the statutory offset obligation may subject this lease and the owner of the soil’s agency rights to forfeiture. Only upon the determination l
of the Commissioner of the General Land Office and with his written approval may the payment of compensaltory royally 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 conducling 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 |
covenant shall be suspended and Lessee shall not be liable for damages for failure to comply wilh such covenants; additionally, this lease shall be
exlended while Lessee is prevented, by any such cause, from conducling drilling and reworking operalions or from producing oil or gas from the leased |
premises. However, nothing in this paragraph shall suspend the payment of delay rentals in order to maintain this lease in effect during the primary term |
in the absence of such drilling or reworking operations or production of oll or gas.

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

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soil owns less than the enlire undivided surface estate in the above {
described land, whether or nol Lessee's interest is specified herein, then the royalties and rental herein provided to be paid to the owner of the soil shall l
be paid lo him in the proportion which his interest bears lo the entire undivided surface eslate and the royalties and rental herein provided 1o 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 1o the Commissioner of the }
General Land Office a written statement which explains the disc y beh the i purportedly leased under this lease and the aclual interest
owned by the owner of the soil. The Commissioner of the General Land Office shall be paid the value of the whole production allocable to any undivided |
interest not covered by a lease, less the proportionate development and production cost 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 not leased an amount less l
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 Nalural Resources Code Sections |
52.151-52.154, or if, at any time after the expiration of the primary term or the exlended term, this lease covers a lesser number of acres than the total

amount described herein, payments that are made on a per acre basis hereunder shall be reduced according to the number of acres pooled, released, |
surrendered, or otherwise severed, so thal paymenlts determined on a per acre basis under the lerms of this lease during the primary term shall be 4
calculated based upon the number of acres oulside 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 soil; provided, however, Lassee 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 ils operalions o all personal property,
improvements, livestock and crops on said 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 o any house or barn 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 wellands, nalural waterways, rivers and impounded water shall be prevented by the use of containment
facilities sufficlent to prevent spillage, seepage or ground waler contamination. In the event of pollution, Lessee shall use all means al its disposal to
recaplure 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 slush, sump, and drainage pits and tank batteries so as to prolect 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
Ihereon. Lessee shall, while conducting operations on the leased premises, keep said premises free of all rubbish, cans, botfles, paper cups or garbage,
and upon completion of operations shall restore the surface of the land to as near its original condition and contours as is practicable. Tanks and
equipment will be kept painled and presentable.

26. REMOVAL OF EQUIPMENT. Subject to limitations in this paragraph, Lessee shall have the right to remove machinery and fixtures placed
by Lessee on the leased premises, including the right 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 soll grants Lessee an extension of this 120-day period. However, Lessee may not remove casing from
any well capable of producing oil and gas in paying quantities. Additionally, Lessee may not draw and remove casing until after thirty (30) days wrillen
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 lerms 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
representalives, 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
acl performed by Lessee, And no change or division in ownership of the land, rentals, or royallies shall bind Lessee for any purpose until thirty (30) days
afler 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 a cerlified 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, 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 between the several owners ratably, according lo 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 lendered; 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 o all obligations, liabilities, and penalties owed to the State by the
original lessee or any prior assignee of the lease, including any liabilities to the State for unpaid royalties.

(B) ASSIGNMENT LIMITATION. Notwithstanding any provision in Paragraph 27(a), if the owner of the soil acquires this lease in whole or in
part by assignment without the prior written approval of the Commissioner of the General Land Office, this lease is void as of the time of assignment and
the agency power of the owner may be forfeited by the Commissioner. An assignment will be treated as if it were made to the owner of the soil 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 soil is a partner or Is an employee of such a partnership;

(4) a principal stockholder or employee of the corparation 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, trustee, executor, administrator, receiver, or conservator for the

owner of the soil; or

(7) a family member of the owner of the soll 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 at any lime execute and deliver 10 the
owner of the soll and place of record a release or releases covering any portion or portions of the leased premises, and thereby surrender this lease as
to such portion or portions, and be relleved 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 surrendered acreage bears to the acreage which was covered by this lease
immediately prior to such surrender; however, such release will not relieve Lessee of any liabilities which may have accrued under this lease prior to the
surrender of such acreage.

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

30. DISCLOSURE CLAUSE. All provisions pertaining lo the lease of the above-described land have been included in this instrument,
including the statement of the true consideration to be pald for the execution of this lease and the righls 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 render this lease invalid.

11. 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 sail 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 thity days after it becomes due, or If Lessee or an
authorized agent should knowingly make any false return or false report concerning production or drilling, or if Lessee shall fail or refuse to drill any
offset well or wells in good faith as raquired by law and the rules and regulations adopted by the Commissioner of the General Land Office, or if Lessee
should fail to file reports in the manner required by law or fail to comply with rules and regulations promulgated by the General Land Office, the School
Land Board, or the Railroad Commiasion, or if Lessee should refuse the proper authority access to the records pertaining to operations, or if Lessee or
an authorized agent should knowingly fail or refuse to give correct Information to the proper authority, or knowingly fail or refuse to furnish the General
Land Office a correct log of any well, or if Lessee shall knowingly violate any of the material provisions of this lease, or if this lease is asslgped and the
assignment is not filed in the General Land Office as required by law, the righls acquired under this lease shall be subject to forfeilure by the
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Comrnissioner, and he shall forfeit same when sufficiently informed of the facts which authorize a forfeiture, and when forfeited the area shall again be |
subject lo lease under the terms ol 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. Forfeilures 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 hereto.

33. LIEN. In accordance with Texas Natural Resources Code 52.136, the State shall have a first lien upon all cil and gas produced from the
area covered by this lease to secure payment of all unpaid royalty and other sums of money that may become due under this lease. By acceptance of
this lease, Lessee grants the Stale, in addition to the lien provided by Texas Natural Resources Code 52.136 and any other applicable statutory lien, an
express contractual lien on and security interest in all leased minerals In and extracted from the leased premises, all proceeds which may accrue to
Lessee from the sale of such leased minerals, whether such proceeds are held by Lessee or by a third party, and all fixtures on and improvements to the
leased premises used in connection with the production or processing of such leased minerals in order to secure the payment of all royallies or other
amounts due or to become due under this lease and to secure payment of any damages or loss that Lessor may suffer by reason of Lessee's breach of
any covenant or condition of this lease, whether express or implied. This lien and security interest may be foreclosed with or withoul cour proceedings in
the manner provided in the Title 1, Chap. 9 of the Texas Business and Commerce Code. Lessee agrees that the Commissioner may require Lessee to I
execule and record such instruments as may be reasonably necessary to acknowledge, altach 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 declare this lease forfeiled as provided [
herein.

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 pocling or unitizing of the interest of the State 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 lhis lease salisfies the
execution requirements stated in Texas Natural Resources Code 52.152.

34. POOLING. Lessee Is hereby granted the right to pool or unitize the royalty inlerest of the owner of the soil under this lease with any other ;

35. INDEMNITY, Lessee hereby releases and discharges the State of Texas and the owner of the soil, their officers, employees, pariners,
agents, contractors, subcontractors, guests, invilees, and their respeclive successors and assigns, of and from all and any actions and causes of action
of every nature, or ather harm, including environmental harm, for which recovery of damages Is sought, including, but not limited to, all losses and
expenses which are caused by the aclivities 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 lerms 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 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 attorneys' fees and other legal expenses, including those related to |
envirecnmental hazards, on the leased premises or In any way related to Lessee's fallure lo comply with any and all environmental laws; those arising I
from or in any way related to Lessee’s operations or any other of Lessee’s aclivilies on the leased premises; those arising from Lessee's use of the
surface of the leased premises; and those that may arise oul of or be occasioned by Lessee’s breach of any of the terms or provisions of this Agreement
or any other act or omission of Lessee, its directors, officers, employees, partners, agents, contractors, subcontractors, guests, invitees, and their
respeclive successors and assigns. Each assignee of this Agreement, or an inlerest therein, agrees to be liable for, exonerale, 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 aclivities of Lessee, ils 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 i
NEGLIGENCE OF ANY PARTY OR PARTIES (INCLUDING THE NEGLIGENCE OF THE INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE |
BE SOLE, JOINT, CONCURRENT, ACTIVE, OR PASSIVE. |

36. ENVIRONMENTAL HAZARDS. Lessee shall use the highest degree of care and all reasonable saleguards lo preven! conlamination or |
pollution of any environmental medium, including soil, surface waters, groundwaler, sediments, and surface or subsurface strata, ambient air or any |
other environmental medium In, on, or under, the leased premises, by any wasle, poliutant, or contaminant. Lessee shall not bring or permit to remain on |
the leased premises any asbestos containing m ials, explosives, toxic materials, or substances regulaled as h dous les, hazardous malerials,
hazardous substances (as the term "Hazardous Substance” is defined in the Comprehensive Environmental Response, Compensation and Liability Act
(CERCLA), 42 U.S.C. Sections 9601, el seq.), or loxic substances under any federal, stale, or local law or regulation (“Hazardous Malerials”), except
ordinary products commonly used in connection with cil and gas exploration and development operations and stored in the usual manner and quanlities.
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 Matural Resources Code 52.171 through 52.190, commonly
known as the Relinquishment Act, and other applicable statutes and amendments thereto, and if any provision in this lease does not conform to these
statutes, the 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 Lessee before it is filed of record in the county records
and in the General Land Office of the State of Texas. Once the filing requirements found in Paragraph 39 of this lease have been satisfied, the effective
date of this lease shall be the date found on Page 1.

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

40. See attached Exhibit "A” for surface amendments.

By:

Tille: President

Date: ‘/" 1!’ o5

STATE OF TEXAS
By: GRETCHEN C. NORTHRUP FOUNDATION C/O TRINITY UNIVERSITY

Individually and as agent for the State of Texas

By:
. n R. Brazil, Pésident
Date: %’/ %J f
' £ Jg
By g / /t( - (¢
Craig McCoy, Yice President /
for Fiscal Affairs

Date: "f[’/ 'j/’fj/

TAX ID #74-6294095

(CORPORATION ACKNOWLEDGMENT)
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(CORPORATION ACKNOWLEDGMENT)
STATE OF TEXAS

COUNTY OF MIDLAND

BEFORE ME, the undersigned authority, on this day personally appeared Ralph Lea, Jr., known 1o me 1o be the person whose name is
subscribed to the foregoing instruments as President of Tierra Exploralion, Inc., a Texas corporalion, and acknowledged (o me thal he execuled the
same for the purposes and consideralion therein expressed, in the capacity stated, and as the act and deed of said corporation.

2 "
Given under my hand and seal of office this the '72 x.’ day of Afv‘l | ' , 2005.

) =
Clvnge o (’,‘- /)C'LIILW

& ONDA G. PATTERSON 3 -
i R:rcouwssaonmms Notary Publicinand for I idlgngl  Coun Ny [e4as

Maich 8, 2008

(CORPORATION ACKNOWLEDGMENT)
STATE OF TEXAS

COUNTY OF BEXAR

BEFORE ME, the undersigned authority, on this day personally appeared Jonhn R. Brazil, known o me 1o be lhe person whose name is
subscribed to the foregoing instruments as President of Trinity University, and acknowledged to me that he executed the same for the purposes and

consideration therein expressed, in the capacity stated, and as the act and deed of said corporation.

Given under my hand and seal of office this the _/ 4~ day of -'L/L(/Z— , 2005.
/ 7 ’—3 :
(_,c..ru,c;{uu 5 i 73a¢¢.w(x\_,

CYNTHIA R. MUNDY
MOTARY PUBLIC STATE OF TEMAR
COMMISSION EXPIRES:
SEPTEMBER 8, 2007

Notary Public in and for .

(CORPORATION ACKNOWLEDGMENT)
STATE OF TEXAS

COUNTY OF BEXAR

BEFORE ME, the undersigned authority, on this day personally appeared Cralg McCoy, known lo me (o be the person whose name s
subscribed to the foregoing instruments as Vice President for Fiscal Affairs of Trinity University, and acknowledged to me that he executed the same lor
the purposes and consideration therein expressed, in the capacity slated, and as the act and deed of said corporation.

Given under my hand and seal of office this the A5

CYNTHIA R. MUNDY
WOTARY PUBLIC STATE OF TEXAS
COMMNISSION ERPIRES:
SEPTEMBER 8, 2007
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EXHIBIT “A™

SURFACE AMENDMENTS

Upon the cessation of drilling at each well location, the abandonment of said lease or
surrender thereof, Lessee, its successors or assigns, shall then level all drilling pits and
other excavations and shall repair all damage done, or cause to be done, to buildings,
fences, roads, culverts, turf, water wells and/or other improvements and to restore same
to their original condition within 90 days after the cessation of activity. No drilling mud
shall be spread on surface lands of Lessor without express written consent of Lessor.

Lessee’s right to use water from the leased premises shall not include the right to use
fresh water from any fresh water sands or strata underlying the leased premises for any
secondary recovery operations that may be conducted on the leased premises. Lessee
shall have the right to use fresh water from wells or surface impoundments only with the
expressed permission of the Lessor.

All operations of Lessee shall be conducted so as to minimize the amount of surface land
used or damaged by Lessee and Lessee agrees to construct not more than one road to
each location on the leased premises and to confine all travel incident to the drilling and
production of such well to the single road. All roads constructed by Lessee shall be of
good quality and suitable for all-weather use. The routes for all roads shall be mutually
agreed upon between Lessor and Lessee before the commencement of any road
construction. Lessee agrees to maintain all roads used by Lessee on the leased premises
in good condition and repair during the period of Lessee’s operations on the leased
premises. The surface owner shall have the right to use all roads on the leased premises.

It is understood and agreed that this lease does not cover or include any right or privilege
of hunting with firearms and/or with dogs or otherwise on the leased premises or fishing
on the leased premises; all such hunting and fishing rights being expressly reserved, and
Lessee agrees that none of the Lessee’s officers, agents, employees or representatives will
bring any dogs and/or firearms upon the leased premises, and that any one so doing shall
be trespassers and subject to prosecution as such,

Prior to erecting new storage tanks, pipelines, compressor stations or other usual facilities
required by Lessee for producing oil and gas and operating this lease, Lessee shall advise
Lessor of Lessee’s intention. Lessor and Lessee will then mutually select a site or sites
for locating such equipment and pipelines taking into consideration the ranching and
farming operation of Lessor and Lessee’s needs in conducting its operations under the
terms of this lease in a reasonable manner.
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Lessee, prior to the construction of any new road or the cutting, altering and removal of
any existing fence on the leased premises, or the cutting or removal of any tree on the
leased premises, shall notify Lessor of such intention and shall be governed by the
Lessor’s wishes. Lessee shall dispose of all brush, trees, trash and debris away from the
property. Under no circumstances will trash, garbage or debris be buried or dumped on
the property or adjacent lands of Lessor. Brush and trees may be buried or bumed on the
property only with written permission from owner or his representative.

Lessee agrees to protect, defend, indemnify and hold harmless Lessor, the owners of the
surface of the Leased Premises, and their respective agents, employees and tenants, from
and against all liabilities, losses, expenses, claims, demands, and causes of action of
every kind and character, whether for death or personal injury to persons (including
agents and employees of Lessee and Lessee’s subcontractors) for loss or damage to
property, in any way and at any time arising out of, incident to, or in connection with this
Lease, operations conducted on the Leased Premises, or breach of the terms hereof,
regardless of whether any such liability, loss, expenses, claim, demand or cause of action
is based on the sole or concurrent negligence of any party indemnified hereunder.

Each drill site location shall be constructed so as to result in the least interference with
surface usage as reasonably practicable under the circumstances. All pits shall be
constructed and lined so as not to pollute the adjoining land at the request of Lessor.
Lessee shall take all reasonable precautions necessary to prevent land, air and water
pollution, including pollution to all underground fresh water zones. Lessee shall collect
all trash which accumulates in connection with his operations and remove such trash
from the Leased Premises. Lessee shall take all reasonable precautions to prevent
blowouts from occurring on the Leased Premises. Lessee shall utilize only such area
around each producing well as is reasonably necessary for such purposes, and Lessee
shall restore the remainder of such drill site to its original condition as nearly as possible
within a reasonable time after the completion of operations on each drill site where no
producing well is located, Lessee shall clear the location, remove all equipment placed
upon the drill site by the Lessee, clean out and back fill all pits, and return the surface of
the drill site to its original condition as nearly as possible. Lessee shall construct and
maintain gates at all places where any roads used by Lessee cross through fences on the
Leased Premises, and Lessee shall keep such gates locked when not actually passing
through such gates. Upon termination of Lessee’s operations on the Leased Premises,
Lessee shall restore the surface of all lands utilized by Lessee, and not theretofore
restored, to their original condition as nearly as possible. Within six (6) months after the
termination of this lease, Lessee shall remove any and all property placed by Lessee on
the Leased Premises or Lessor shall cause same to be removed at Lessee's Expense.

Lessee is to comply with all Federal and State regulations.

Lessee shall pay market value for any and all livestock lost as a result of Lessee’s
operations under this lease.
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All pipelines are to be buried 36 inches below the ground, which will be from the top of
the pipe to the surface of the ground. Only crude oil and natural gas (no other
derivatives) will be allowed to be transported through any pipelines on the property.

Lessee shall not conduct any operations within one-quarter (1/4) mile of any homestead,
living quarters or livestock watering facilities without express consent of Lessor.

eree

soarer
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CERTIFIED COPY OF RESOLUTION
PRESENTED TO AND ADOPTED BY
THE BOARD OF TRUSTEES OF TRINITY UNIVERSITY
ON
OCTOBER 2, 1998

Copy of
Original filed in
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Clerks Office

1, DEBORAH BOLSTER, Assistant Secretary of the Board of Trustees of Trinity University, hereby certify
that the following is a true and correct copy of a Resolution adopted at the meeting of the Board of Trustees
of Trinity University, San Antonio, Texas, held October 2, 1998:

BE IT RESOLVED by the Board of Trustees of Trinity University
that on behalf of Trinity University or the Board of Trustees of
Trinity University, in the individual capacity of each, and as
Executor, Administrator, Trustee, Agent, Representative, Partner,
or in any other capacity whatsoever, any two of the following:
Chairman of the Board, Immediate Past Chairman, Vice
Chairman, Finance & Property Chairman, Secretary, Treasurer,
Assistant Treasurer, President of the University, and Vice
President for Fiscal Affairs, are hereby authorized and
empowered:

To execute any and all instruments required to sell, convey,
transfer, assign, rent, lease, mortgage, or otherwise dispose of any
interest owned by Trinity University or the Board of Trustees of
Trinity University, in any real property (including oil, gas, and
mineral interests) wheresoever located, including but not limited to
deeds, leases, oil, gas, and mineral leases, division orders, releases,
as well as instruments required by any governmental agency, and
any other instruments of whatsvever Kind or character relating to
the sale, management, or disposition of any such property.

BORAH BOLSTER, ASSistunt Secretary

Bourd of Trustees of Trinity University

Date: (:/—-/3 ;—ﬂ b

P b

Chainman Ms. Lissa Walls Vahldick
President: Dr Julus R. Brazil
limnediate Past Clair &

Chiair. Nomination of Trustees Conumitice: Mr. Roben 5. MoeClane
Vice Chair: M. George C. Hixon
Honorary Vice Char &

Chair, Clusrch Relations and Religious Life Consnitiee Ms. Sharon J. Bell
Treasurer: Vacant
VP for Fiscal Affairs & Assistamt Treasurer: Mr. Craig McCoy
Secretary

Chair, lovestments Cominitiee: Mr. Thomas R Senunes
Chair, Audit Commities: M. Janes F. Dicke, Il
Chair, Advancement Commitice Mr. Douglas D. Hawthome
Chair, Finance and Propeny Commitiee; Ms. Mhyllis Browning
Chair, Academic Alfairs Commitee: Mr. Marshall B. Miller, Jr.
Chair, Student Alfairs Comunitice: Ms. Barbara W, Picrce
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Jerry E. Patterson, Commissioner

CERTIFIED TRUE AND CORRECT COPY CERTIFICATE
STATE OF TEXAS

COUNTY OF REEVES
The above and foregoing is a full, true and correct photographic copy of the
original record now in my lawful custody and possession, as the same is
filedrecorded in the public records of my office, found in voL. 703

PAGE_/21 THRU OFFICIAL PUBLIC
Oxn, | hereby certified on =-28=05_

% DIANNE 0. FLOREZ, COUNTY CLERK

§. § REEVES COUNTY, TEXAS
" dL’f __ DEPUTY
- bz
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FILE# 2458

General Land Office
Relinquishment Act Lease Form
Reavised, September 1997

Austin, Texas

OIL AND GAS LEASE

THIS AGREEMENT is made and entered into this 8th day of April 2005 __ .between the State of Texas, acting

by and through its agent, TRINITY UNIVERSITY

of Attn: Business Office-Endowments, One Trinity Place, San Antonio, Texas 78212-7200
(Give Permanent Address)

said agent herein referred to as the owner of the soil (whether one or more), and Tierra Exploration, Inc.

of P, 0. Box 56, Midland, Texa 79702 ____ hereinafter called Lessee
(Give Permanent Address)

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

ituated in Reeves Counly, State of Texas, lo-wit:

SW/4, SW/ANE/4, WI2SE/4 Section 28, Township 2,
Block 56, T & P Ry, Co. Survey

containing 280 acres, more or less. The bonus consideration paid for this lease is as follows:

To the State of Texas: Four Thousand, Two Hundred and No/100
Dollars ($4,200.00 )

To the owner of the soil: Four Thousand, Two Hundred and No/100
Dollars ($4,200.00 )

Total bonus consideration: Eight Thousand, Four Hundred and No/100
Dollars ($8,400.00 )

The total bonus consideration pald represents a bonus of One Hundred Fifty and No/100 - e —— S
o Dollars ($ 150,00} ) per acre,on 56.00 net acres

2. TERM. Subject to the other provisions in this lease, this lease shall be for a term of Three (3) _ years from
this date (herein called "primary term”) and as long thereafter as oil and gas, or either of them, is produced in paying quantities from said land. As used
in this lease, the lerm “produced in paying quantities” means thal 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.
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3. DELAY RENTALS. If no well is commenced on the leased premises on or before one (1) year from Ihis date, this lease shall terminate,
unless on or before such anniversary date Lessee shall pay or tender to the owner of the soil or o his creditin the_Frost National Bank
Bank,at_P.0. Box 27, San Antonio, Texas 78291-0027 .
of its successors (which shall continue as the deposilory regardless of changes in the ownership of said land), the amount specified below: in additon,
Lessee shall pay or tender to the COMMISSIONER OF THE GENERAL LAND OFFICE OF THE STATE OF TEXAS, AT AUSTIN, TEXAS, a like sum on

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

To the owner of the soil: - —
Dollars (§140.00 )
To the State of Texas: One Hundred Forty and No/100 B
Dollars ($140.00 )
Total Delay Rental: Two Hundred Eighty and No/100 IS ——
Doliars ($280.00 )
In @ like manner and upon like payments or tenders annually, the commencement of a well may be further delerred 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
assignee of this lease, and may be delivered on or belore the rental paying date. If the bank designated in this paragraph (or its successor bank) should
cease 1o exisl, suspend business, liquidale, fail or be succeeded by another bank, or for any reason fail or refuse lo 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 Lessee a proper
recordable instrument naming ancther bank as agent 1o receive such payments or lenders.

4. PRODUCTION ROYALTIES. Upon production of cil and/or gas, Lessee agrees to pay or cause (o be paid one-haif (1/2) of the royalty
provided for in this lease to the Commissicner 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 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 oil or gas run through a separator or other equipment, as hereinalter provided,
shallbe ___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 lo 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 gravily 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 grealer. Lessee agrees that before
any gas produced from Lhe leased premises is soid, 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 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 wriling, 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 not
defined as oil in subparagraph (A) above, produced from any well on said land (except as provided herein with respecl to gas processed in a plant for
the extraction of gasoline, liquid hydrocarbons or other products) shall be __ 1/4 par of the gross production or the markel value thereof, at the
oplion of the owner of the soil or the Commissioner of the General Land Office, such value to be based on the highest market price paid or offered for
gas of comparable quality in the general area where produced and when run, or the gross price paid or offered to the producer, whichever is the grealer;
provided thal the maximum pressure base in measuring the gas under this lease shall not at any lime exceed 14.65 pounds per square inch absolute,
and the standard base lemperalure shall be sixty (60) degrees Fahrenheit, correction lo be made lor pressure according to Boyle's Law, and for specific
gravity according to lests made by the Balance Method or by the most approved method of 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
hydrocarbons shall be ___1/4 part of the residue gas and the liquid hydrocarbons extracted or the market value thereof, al the option of the owner
of Ihe soil or the Commissioner of the General Land Office. All royallies due herein shall be based on one hundred percent (100%) of the total plant
production of residue gas altributable 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 altributable to the gas produced from Lhis lease; provided that if liquid hydrocarbons are
recovered from gas processed In a plant in which Lessee (or Its parent, subsidiary or affiliate) owns an interest, then the percentage applicable Lo 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 agreements or contracts in
the industry), whichever is the grealer. The respeclive royallies on residue gas and on liquid hydrocarbons shall be delermined 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 weighled average gross selling price for the respeclive grades of liquid hydrocarbons), whichever is the greater. In no event, however, shall
the royallies 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 manufaclured from gas (excepting liquid
hydrocarbons) whether said gas be "casinghead,” "dry,” or any other gas, by fractionating, burning or any other processing shall be __ 1/4 parnt of
he 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 highest market price of each product for the same month in which such producl 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 lerm of this lease, if lhis lease is maintained by production, the
royallies paid under this lease in no event shall be less than an amount equal to the lotal annual delay rental herein provided; otherwise, there shall be
due and payable on or before the last day of the month succeeding the anniversary date of this lease a sum equal (0 the lotal annual rental less the
amount of royallies pald during the preceding year. If Paragraph 3 of this lease does nol specify a delay rental amount, then for the purposes of this
paragraph, the delay rental amount shall be one dollar ($1.00) per acre.
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6. ROYALTY IN KIND. Notwithstanding any other provision In this lease, al 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 halder 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, 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 to compute and pay royalties on the gross value received, including any reimbursements
for severance laxes and production related costs.

8. PLANT FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as may represent this lease’s proportionate share of any fuel
used to process gas produced hereunder in any processing plant. Notwithstanding any other provision of this lease, and subject to the written consent of
the owner of the soil and the Commissioner of the General Land Office, Lessee may recycle gas for gas lit purposes on the leased premises or for
Injection Into any ofl or gas producing formation undetlying the leased premises after the liquid hydrocarbons contained in the gas have been removed,
no royalties shall be payable on the recycled gas until it is produced and sold or used by Lessee in a manner which entitles the royalty owners to a
royalty 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 royaity on oil
is due and must be received in the General Land Office on or before the 5th day of the second month succeeding the month of production, and royalty
on gas is due and must be received in the General Land Office on or before the 15th day of the second month succeeding the month of production,
accompanied by the affidavit of the owner, manager or other authorized agent, completed in the form and manner prescribed by the General Land Office
and showing the gross amount and disposition of all oil and gas produced and the market value of the oil and gas, together with a copy of all documents,
records or reports confirming the gross produclion, disposition and market value including gas meter readings, pipeline receipts, gas line recelpts and
other checks or memoranda of amount produced and put into pipelines, tanks, or pools and gas lines or gas storage, and any other reports or records
which the General Land Office may require to verify the gross production, disposition and market value. In all cases the authority of a manager or agent
to act for the Lessee herein must be filed in the General Land Office. Each royalty payment shall be accompanied by a check stub, schedule, summary
or other remittance advice showing by the assigned General Land Office lease number the amount of royalty being paid on each lease. If Lessee pays
his royalty on or before thirty (30) days after the royalty payment was due, then Lessee owes a penally 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 royaity due or $25.00 whichever is greater. In addition
to a penally, 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 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 Lessee shall bear all responsibility for paying or causing
royalties to be paid as prescribed by the due date provided herein. Payment of the delinquency penalty shall in no way operate to prohibit the State’s
right of forfeiture as provided by law nor act to postpone the date on which royalties were criginally due, The above penally provisions shall not apply in
cases of title dispute as to the State’s portion of the royally or to that portion of the royalty in dispute as lo fair market value.

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually furnish the Commissioner of the General Land Office
with ils best possible estimate of oil and gas reserves underlying this lease or allccable o this lease and shall furnish sald Commissioner with coples of
all contracts under which gas is sold or p d and all subsequent agr ts and amendments lo such contracts within thity (30) days after
enlering into or making such contracts, agreements or amendments: Such contracts and agreements when received by the General Land Office shall be
held in confidence by the General Land Office unless otherwise authorized by Lessee. All other conlracts and records pertaining lo 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, melers, and pipelines shall at all imes be subject to inspection and examination by the Commissioner of the General Land Office, the
Attorney General, the Governor, or the representative of any of them.

(B) PERMITS, DRILLING RECORDS. Written notice of all operations on this lease shall be submitted to the Commissioner of the General
Land Office by Lessee or operator five (5) days before spud date, workover, re-entry, temporary abandonment or plug and abandonment of any well or
wells. Such written notice to the General Land Office shall include coples 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 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 include the word "Stale” in the title. Additionally, in accordance with Railroad Commission
rules, any signage on the leased premises for the purpose of identifying wells, tank balteries or other assoclated improvements to the land mus! also
include the word "State.” Lessee shall supply the General Land Office with any records, memoranda, accounts, reports, cutlings 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 lo
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 o the
General Land Office within fiteen (15) days after the making of said survey.

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

11. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, during the primary term hereof and prior to discovery and
production of oil or gas on said land, Lessee should drill a dry hole or holes thereon, or if during the primary term hereof and after the discovery and
actual production of oil or gas from the leased premises such production thereof should cease from any cause, this lease shall not terminate if on or
before the expiration of sixty (60) days from date of completion of said dry hole or cessation of production Lessee commences additional drilling or
reworking operations thereon, or pays or lenders the next annual delay rental in the same manner as provided in this lease. If, during the last year of he
primary term or within sixty (60) days prior therelo, a dry hole be completed and abandoned, or the production of oil or gas should cease for any cause,
Lessee's rights shall remain In full force and effect without further operations until the expiration of the primary term; and if Lessee has not resumed
production in paying quantities at the expiration of the primary term, Lessee may maintain this lease by conducting additional drilling or reworking
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operalions pursuani to Paragraph 13, using the expiration of the primary lerm as the date of cessation of production under Paragraph 13. Should the first
well or any subsequent well drilled on the above described land be completed as a shut-in 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 lo make such payment, this lease shall ipso facto terminate. If at the
expiration of the primary lerm or any time thereafter a shul-in oil or gas well is localed 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. I, at the expiration of the primary term, neither oil nor gas is being
produced on said land, but Lessee is then engaged in drilling or reworking operations thereon, this lease shall remain in force so long as operations on
said well or for drilling or reworking of any additional wells are prosecuted in good faith and in 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 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 lrom lhe leased
premises, after once obtained, should cease from any cause, lhis lease shall nol 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 so long as such operalions 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 elffecl 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 royallies or payment of compensatory royallies is made as provided herein or as provided by law, If the drilling or reworking
operalions result in the completion of a well as a dry hole, the lease will not lerminale if the Lessee commences additional drilling or reworking
operations within sixty (60) days after the completion of the well as a dry hole, and this lease shall remain in effect so long as Lessee continues drilling or
reworking operations in good faith and in @ 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 oil or gas is not being
produced for lack of suitable 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, 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 oil or gas royalty must be paid on or before: (1) the expiration of the primary term, (2) 60 days after
the Lessee ceases lo produce oil or gas from the leased premises, or (3) 60 days after Lessee completes a drilling or reworking operation In accordance
with the lease provisions; whichever date is latest. Such paymenl shall be made one-hall (1/2) to the Commissicner of the General Land Office and one-
half (1/2) to the owner of the soil. If the shul-in oll or gas royally is paid, the lease shall be considered lo be a producing lease and the paymenl shall
extend lhe term of the lease for a period of one year from the end of the primary term, or from the first day of the menth 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 lour
more successive periods of one (1) year by paying the same amount each year on or before the expiration of each shut-in year,

15. COMPENSATORY ROYALTIES. Il, during the period the lease is kep! in effect by payment of the shut-in oil or gas royalty, oil or gas is
sold and delivered in paying quantities from a well localed within one th d (1,000) feet of the leased premises and completed In the same producing
reservolr, or in any case in which drainage is occurring, the right to continue to maintain the lease by paying the shul-in oil or gas royaity shall cease, but
the lease shall remain effective for the r inder of the year for which the royaily 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) lo the owner ol the soil, beginning on or
before the last day of the month lollowing the month in which the oil or gas is produced from the well causing the drainage or that is compleled in the
same producing reservoir and located within one thousand (1,000) feet of the | d premises. If the comg tory 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 lo the difference within thirty (30) days from the end of the
12-month period. Compensalory royally payments which are nol timely paid will accrue penalty and interest in accordance with Paragraph 9 of this
lease. None of these provisions will relieve Lessee of the obligalion of reasonable development nor the obligation to drill offset wells as provided In
Texas Natural Resources Code 52.173; however, al the d lion of the Commissi , and with the Commissioner's written approval, the payment
of compensatory royallies can salisly the obligation 1o drill offset wells.

16. RETAINED ACREAGE. Notwithstanding any provision of this lease Lo the conlrary, 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 driling such additional well or
wells as may be reasonably necessary for the proper development of the leased premises and in marketing the production thereon,

(A) VERTICAL. In the event this lease is in force and effect two (2) years after the expiration date of the primary or extended term it shall then
terminate as to all of the leased premises, EXCEPT (1) 40 acres surrounding each oil well capable of producing in paying quantities and 320 acres
surrounding each gas well capable of producing in paying quantities (including a shut-in cil 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 grealer or lesser number of acres as may then be allocated for production
purposes o 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 al 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 s thereafter allocated lo said well or wells for
production purposes, this lease shall thereupon terminate as to all acreage not thereafter allocated to sald 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 hereof, together with easements and rights-ol-way for
exisling roads, existing pipelines and other existing facilities on, over and across all the lands described in Paragraph 1 hereof (“the retained lands”), for
access to and from the retained lands and for the gathering or transportation of oll, gas and other minerals produced from the retained lands
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(B) HORIZONTAL. In the event this lease is in force and effect two (2) years after the expiration date of the primary or extended term it shall
further terminate as to all depths below 100 feet below the total depth drilled (hereinafter “deeper depths’) in each well located on acreage retained in
Paragraph 16 (A) above, unless on or before two (2) years after the primary or extended term Lessee pays an amount equal o one-half {1/2) of the
bonus originally paid as consideration for this lease (as specified on page 1 hereof). If such amount is paid, this lease shall be in force and effect as lo
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 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 cenler thereof, or such other shape as may be approved by the Commissioner of the General Land Office. Within
thirty (30) days after partial termination of this lease as provided herein, Lessee shall execute and record a release or releases containing a satisfactory
legal description of the acreage and/or depths not retained hereunder. The recorded release, or a certified copy of same, shall be filed in the General
Land Office, accompanied by the filing fee prescribed by the General Land Office rules in effect on the date the release Is filed. If Lessee falls or refuses
to execute and record such release or releases within ninety (90) days after being requested to do so by lhe General Land Office, then the
Commissloner al his sole discretion may designate by written instrument the acreage and/or depths to be released hereunder and record such
instrument al Lessee's expense in the county or counties where the lease is located and in the official records of the General Land Office and such
designation shall be binding upon Lessee for all purposes.

17. OFFSET WELLS. Neither the bonus, delay rentals, nor royalties paid, or to be paid, under this lease shall relieve Lessee of his abligation
to protect the oll and gas under the above-described land from being drained. Lessee, sublessee, recelver 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 oil or gas, the Lessee, sublessee, receiver or other agent in control of the
leased premises shall in good faith begin the drilling of a well or wells upon the leased premises within 100 days after the draining well or wells or the
well or wells completed within 1,000 feet of the leased premises start producing in commercial quantities and shall prosecute such drilling with diligence.
Failure to salisfy 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 wrilten 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 oll 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
covenant shall be suspended and Lessee shall not be liable for damages for fallure to comply with such covenants; additionally, this lease shall be
extended while Lessee Is prevented, by any such cause, from conducting drilling and reworking operations or from producing oll or gas from the leased
premises. However, nothing in this paragraph shall suspend the payment of delay rentals in order to maintain this lease in effect during the primary term
in the absence of such drilling or reworking operations or production of oll or gas.

19. WARRANTY CLAUSE. The owner of the soll warrants and ag 1o defend title to the premises. If the owner of the soil defaulls
in payments owed on the leased premises, then Lessee may redeem the rights of the owner of the soil in the leased premises by paying any mortgage,
taxes or other liens on the leased premises. Il Lessee makes payments on behall of the owner of the soil under this paragraph, Lessee may recover the
cosl! 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 ta the owner of the soil shall
be paid to him In the proportion which his interes! 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 wrilten statement which explains the discrepancy between the interest purportedly leased under this lease and the actual interest
owned by the owner of the soil. The Commissioner of the General Land Office shall be paid the value of the whole production allocable to any undivided
interest not covered by a lease, less the proportionate development and produclion 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 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 porfion 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, paymenis that are made on a per acre basis hereunder shall be reduced according to the number of acres pooled, released,
surrendered, or otherwise severed, so that payments determined on a per acre basis under the terms of this lease during the primary term shall be
calculated based upon the number of acres outside the boundaries of a pooled unit, or, if after the expiration of the primary term, the number of acres
actually retained and covered by this lease.

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

22. AUTHORIZED DAMAGES. Lessee shall pay the owner of the soll for damages caused by ils operations to all personal property,
improvernents, livestock and crops on sald 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 barn now on said premises without
the wrilten 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 poliution. Without
limiting the foregoing, pollution of coastal wetlands, natural walerways, rivers and impounded water shall be prevenled by the use of containment
facilities sulficient to prevent spillage, seepage or ground water contaminalion. In the event of pollution, Lessee shall use all means at its disposal to

p all ped hydrocarbons or other pollutant 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 batterles so as to protect livestock against loss, damage or Injury; and upon
campletion or abandonment of any well or wells, Lessee shall fill and level all slush pits and cellars and complelely 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, botlies, paper cups or garbage,
and upon completion of operations shall restore the surface of the land to as near its original condition and conlowrs as is praclicable. 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 fixiures placed
by Lessee on the leased premises, including the right to draw and remove casing, within one hundred twenty (120) days after the expiration or the
termination of this lease unless the owner of the soil grants Lessee an extension of this 120-day period. However, Lessee may nol remove casing from
any well capable of producing oil and gas in paying quantities. Additionally, Lessee may nol draw and remove casing until after thirty (30) days wrilten
noltice lo 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 estales of either
pany to lhls 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
rept , SUCC and assigns. However, a change or division in ownership of the land, rentals, or royalties will not enlarge the obligations of
Lessee, damlnlsh the rights, privileges and estates of Lessee, impair the effectiveness of any payment made by Lessee or impair the effectiveness of any
act performed by Lessee. And no change or division in ownership of the land, rentals, or royalties shall bind Lessee for any purpose until thirty (30) days
after the owner of the soll (or his helrs, devisees, legal representatives or assigns) furnishes the Lessee with satisfactory written evidence of the change
in ownership, including the original recorded muniments of title (or a certified copy of such original) when the ownership changed because of a
conveyance. A lotal 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 between the several owners ratably, according lo the area of each, and fallure by one or more of them lo pay his share of the rental shall not affect
this lease on the part of the land upon which pro rata rentals are timely paid or tendered; hawever, if the assignor or assignee does not file a certified
copy of such assignment in the General Land Olfice before the next rental paying date, the entire lease shall lerminate for failure lo pay the entire rental
due under Paragraph 3. Every assignee shall succeed to all rights and be subject Lo all obligations, liabilities, and penalties owed to the Stale by lhe
original lessee or any prior assignee of the lease, including any liabilities lo the State for unpaid royalties.

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

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

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

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

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

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

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

owner of the soll; or

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

28. RELEASES. Under the conditions contained in this paragraph and Paragraph 29, Lessee may al any lime execute and deliver to the
owner of l.he soil and place of record a release or releases cnvcring any portlon or portions of the leased premises, and thereby surrender this lease as
to such p or portions, and be relieved of all subsequent obligations as lo acreage surrendered. If any parnt of this lease Is properly surrendered, the
delay renlal due under lhls lease shall be reduced by the pwpoﬂlon that the surrendered acreage bears lo the acreage which was covered by this lease
Immedialely prior to such surrender; however, such release will nol relieve Lessee of any liabilities which may have accrued under this lease prior 1o the
surrender ol such acreage.

29. FILING OF ASSIGNMENTS AND RELEASES. If all or any part of this lease Is assigned or released, such assignment or release musl! 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
counly in which the instrument is recorded, must be filed in the General Land Office within S0 days of the last execulion dale accompanied by the
prescribed filing fee. If any such assignment is not so filed, the rights acquired under this lease shall be subject to forfeiture at the option of the
Commissioner of the General Land Office.

30. DISCLOSURE CLAUSE. All provisions pertaining 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 execulion of this lease and the rights 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 render this lease invalid,

31. FIDUCIARY DUTY. The owner of the soll owes the Slale a fiduciary duty and must fully disclose any facls affecting the Stale'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 belore 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 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 weil or wells in good faith as required by law and the rules and regulations adopted by the C issioner of the General Land Olffice, 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 records pertaining to operations, or if Lessee or
an authorized agent should knowingly fail or refuse to give correct information to the proper authority, or knowingly fall or refuse to furnish the General
Land Office a correct log of any weill, or if Lessee shall knowingly violate any of the material provisions of this lease, or if this lease Is assigned and the
assignment is not filed in the General Land Office as required by law, the rights acquired under this lease shall be subject to forfeiture by the
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Commissioner, and he shall forfeit same when sufficiently informed of the facts which authorize a forfeiture, and when forfeited the area shall again be
subject to lease under the terms of the Relinquishment Act. However, nothing herein shall be construed as walving the automatic termination of this
lease by operation of law or by reason of any special limitation arising hereunder. Forfeltures may be set aside and this lease and all rights thereunder
reinstated before the rights of another intervene upon satisfactory evidence to the Commissioner of the General Land Office of future compliance with
the provisions of the law and of this lease and the rules and regulations that may be adopted relative hereto.

33. LIEN. In accordance with Texas Natural Resources Code 52,136, the State shall have a first lien upon all 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, Lessee grants the State, In addition lo the lien provided by Texas Naltural 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 fixtures on and improvements to the
leased premises used In connection with the production or processing of such leased minerals in order to secure the payment of all royalties or other
amounts due or lo 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 thal the Commissioner may require Lessee to
execute and record such instruments as may be reasonably necessary to acknowledge, attach or perfect this lien. Lessee hereby represents that there
are no prior or superior liens arising from and relating lo Lessee’s activities upon the above-described property or from Lessee's acquisition of this lease.
Should the Commissioner at any time determine that this representation is not true, then the Commissioner may declare this lease forfelled as provided
herein.

34. POOLING. Lessee is hereby granted the right to pool or unitize the royalty interest of the owner of the soil under this lease with any other
leasehald 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
pursuanl to Texas Naltural Resources Code 52.151-52.154. The owner of the soll agrees that the inclusion of this provision in this Iease 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 soll, 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 harm, including environmental harm, for which recovery of damages Is sought, including, but not limited to, all losses and
expenses which are caused by the activities of 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 thal 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 siriclly liable act or omission of Lessee. Further, Lessee hereby agrees to be liable for, exonerate, indemnily,
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 theary Including tort, contract, or strict liabiiity, including attorneys' fees and other legal expenses, including those related to
environmental hazards, on the leased premises or in any way relaled to Lessee's failure to comply with any and all environmental laws; those arising
from or in any way related to Lessee's operations or any other of Lessee’s activilies 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, 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, 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 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 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 wastes, hazardous malerials,
hazardous substances (as the term "Hazardous Substance” is defined in the Comprehensive Environmental Response, Compensation and Liability Act
(CERCLA), 42 U.S.C. Seclions 9601, et seq.), or toxic substances under any federal, state, or local law or regulation ("Hazardous Materials™), except
ordinary products commanly 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 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 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 county records
and in the General Land Office of the State of Texas. Once the filing requirements found in Paragraph 39 of this lease have been satisfied, the effective
date of this lease shall be the date found on Page 1.

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

40. See attached Exhibit A" for surface amendments.

LESSEE: TIERRA L TION, INC.

By: y a\

Ralph Lg& Jr. |
Title: President
Date: 7-z 505

STATE OF TEXAS
By: TRINITY UNIVERSITY

Individually and as agent for the
State of Texas

TAX ID #74-1109633 !
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(CORPORATION ACKNOWLEDGMENT)
STATE OF TEXAS

COUNTY OF MIDLAND

BEFORE ME, the undersigned authority, on this day personally appeared Ralph Lea, Jr., known to me to be the person whose name is
subscribed to the foregoing instruments as President of Tierra Exploration, Inc., a Texas corporation, and acknowledged to me thal he execuled the
same for the purposes and consideration therein expressed, In the capacity stated, and as the act and deed of sald corporation.

1
Given under my hand and seal of office this the }g“ day of Hvl [ l , 2005,

Rlunde 6. Patt_
e RHOggxsmrzf:sgN Notary Public in and for ”1 | M,_RA_‘]L
i) my

March 8, 2009

(CORPORATION ACKNOWLEDGMENT)
STATE OF TEXAS

COUNTY OF BEXAR
BEFORE ME, the undersigned authority, on this day personally appeared John R. Brazil, known to me to be the person whose name is

subscribed 1o the foregoing instruments as President of Trinity University, 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 id corporalion.

Given under my hand and seal of office this the / 9’ day of 7 . 2005,
Gﬂm.{?\ lcu,w(é; -
CYNTHIA R. MUNDY u{,{ i In and f Lo
WOTARY PUBLI STATE OF TEXAS Notary Public in and for = f
COMMISSION TXPINES:
SEPTEMBER 8, 2007

(CORPORATION ACKNOWLEDGMENT)
STATE OF TEXAS

COUNTY OF BEXAR
BEFORE ME, the undersigned authority, on this day personally appeared Craig McCoy. known lo me lo be the person whose name is

subscribed 1o the foregoing instruments as Vice President for Fiscal Affairs of Trinity University, and acknowledged lo me that he executed the same for
the purposes and consideration therein expressed, in the capacity stated, and act and deed of said corporation.

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

CYNTHIA R. MUNDY Not%r—'ublic in and for
NOTARY PUBLIC STATE OF TEXAS
COMMISSION EIPIRES:
SEPTEMBER 8, 2007

True and Correc
copy of
Original filed
Reeves County
Clerks Office
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EXHIBIT “A”

SURFACE AMENDMENTS

Upon the cessation of drilling at each well location, the abandonment of said lease or
surrender thereof, Lessee, its successors or assigns, shall then level all drilling pits and
other excavations and shall repair all damage done, or cause to be done, to buildings,
fences, roads, culverts, turf, water wells and/or other improvements and to restore same
to their original condition within 90 days after the cessation of activity. No drilling mud
shall be spread on surface lands of Lessor without express written consent of Lessor.

Lessee’s right to use water from the leased premises shall not include the right to use
fresh water from any fresh water sands or strata underlying the leased premises for any
secondary recovery operations that may be conducted on the leased premises. Lessee
shall have the right to use fresh water from wells or surface impoundments only with the
expressed permission of the Lessor.

All operations of Lessee shall be conducted so as to minimize the amount of surface land
used or damaged by Lessee and Lessee agrees to construct not more than one road to
each location on the leased premises and to confine all travel incident to the drilling and
production of such well to the single road. All roads constructed by Lessee shall be of
good quality and suitable for all-weather use. The routes for all roads shall be mutually
agreed upon between Lessor and Lessee before the commencement of any road
construction. Lessee agrees to maintain all roads used by Lessee on the leased premises
in good condition and repair during the period of Lessee’s operations on the leased
premises. The surface owner shall have the right to use all roads on the leased premises.

It is understood and agreed that this lease does not cover or include any right or privilege
of hunting with firearms and/or with dogs or otherwise on the leased premises or fishing
on the leased premises; all such hunting and fishing rights being expressly reserved, and
Lessee agrees that none of the Lessee’s officers, agents, employees or representatives will
bring any dogs and/or firearms upon the leased premises, and that any one so doing shall
be trespassers and subject to prosecution as such.

Prior to erecting new storage tanks, pipelines, compressor stations or other usual facilities
required by Lessee for producing oil and gas and operating this lease, Lessee shall advise
Lessor of Lessee’s intention. Lessor and Lessee will then mutually select a site or sites
for locating such equipment and pipelines taking into consideration the ranching and
farming operation of Lessor and Lessee’s needs in conducting its operations under the
terms of this lease in a reasonable manner.

True and Correct

Original filed 0
Reeves County
Clerks Ofthice
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10.

Lessee, prior to the construction of any new road or the cutting, altering and removal of
any existing fence on the leased premises, or the cutting or removal of any tree on the
leased premises, shall notify Lessor of such intention and shall be governed by the
Lessor’s wishes. Lessee shall dispose of all brush, trees, trash and debris away from the
property. Under no circumstances will trash, garbage or debris be buried or dumped on
the property or adjacent lands of Lessor. Brush and trees may be buried or burned on the
property only with written permission from owner or his representative.

Lessee agrees to protect, defend, indemnify and hold harmless Lessor, the owners of the
surface of the Leased Premises, and their respective agents, employees and tenants, from
and against all liabilities, losses, expenses, claims, demands, and causes of action of
every kind and character, whether for death or personal injury to persons (including
agents and employees of Lessee and Lessee’s subcontractors) for loss or damage to
property, in any way and at any time arising out of, incident to, or in connection with this
Lease, operations conducted on the Leased Premises, or breach of the terms hereof,
regardless of whether any such liability, loss, expenses, claim, demand or cause of action
is based on the sole or concurrent negligence of any party indemnified hereunder.

Each drill site location shall be constructed so as to result in the least interference with
surface usage as reasonably practicable under the circumstances. All pits shall be
constructed and lined so as not to pollute the adjoining land at the request of Lessor.
Lessee shall take all reasonable precautions necessary to prevent land, air and water
pollution, including pollution to all underground fresh water zones. Lessee shall collect
all trash which accumulates in connection with his operations and remove such trash
from the Leased Premises. Lessee shall take all reasonable precautions to prevent
blowouts from occurring on the Leased Premises. Lessee shall utilize only such area
around each producing well as is reasonably necessary for such purposes, and Lessee
shall restore the remainder of such drill site to its original condition as nearly as possible
within a reasonable time after the completion of operations on each drill site where no
producing well is located, Lessee shall clear the location, remove all equipment placed
upon the drill site by the Lessee, clean out and back fill all pits, and return the surface of
the drill site to its original condition as nearly as possible. Lessee shall construct and
maintain gates at all places where any roads used by Lessee cross through fences on the
Leased Premises, and Lessee shall keep such gates locked when not actually passing
through such gates. Upon termination of Lessee's operations on the Leased Premises,
Lessee shall restore the surface of all lands utilized by Lessee, and not theretofore
restored, to their original condition as nearly as possible. Within six (6) months after the
termination of this lease, Lessee shall remove any and all property placed by Lessee on
the Leased Premises or Lessor shall cause same to be removed at Lessee’s Expense.

Lessee is to comply with all Federal and State regulations.

Lessee shall pay market value for any and all livestock lost as a result of Lessee’s
operations under this lease.

.e
Ld
LL L] .
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11.  All pipelines are to be buried 36 inches below the ground, which will be from the top of
the pipe to the surface of the ground. Only crude oil and natural gas (no other
derivatives) will be allowed to be transported through any pipelines on the property.

12. Lessee shall not conduct any operations within one-quarter (1/4) mile of any homestead,
living quarters or livestock watering facilities without express consent of Lessor.

True and Corract
copy of |
Original fileg iy
Reeves County
Clerks Office
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CERTIFIED COPY OF RESOLUTION
PRESENTED TO AND ADOPTED BY
THE BOARD OF TRUSTEES OF TRINITY UNIVERSITY
ON
OCTOBER 2, 1998

I, DEBORAH BOLSTER, Assistant Secretary of the Board of Trustees of Trinity University, hereby certify
that the following is a true and correct copy of a Resolution adopted at the meeting of the Board of Trustees
of Trinity University, San Antonio, Texas, held October 2, 1998:

BE IT RESOLVED by the Board of Trustees of Trinity University
that on behalf of Trinity University or the Board of Trustees of
Trinity University, in the individual capacity of each, and as
Executor, Administrator, Trustee, Agent, Representative, Partner,
or in any other capacity whatsoever, any two of the following:
Chairman of the Board, Immediate Past Chairman, Vice
Chairman, Finance & Property Chairman, Secretary, Treasurer,
Assistant  Treasurer, President of the University, and Vice
President for Fiscal Affairs, are hereby authorized and
empowered:

To execute any and all instruments required to sell, convey,
transfer, assign, rent, lease, mortgage, or otherwise dispose of any
interest owned by Trinity University or the Board of Trustees of
Trinity University, in any real property (including oil, gas, and
mineral interests) wheresoever located, including but not limited to
deeds, leases, oil, gas, and mineral leases, division orders, releases,
as well as instruments required by any governmental agency, and
any other instruments of whatsoever kind or character relating to
the sale, management, or disposition of any such property.

EBORAH BOLSTER!

Assistant Secretary

Dme:_L{j_:f_‘_‘@_i

Chairman:
President:
Immediate Past Chair &
Chair, Nomi of Trustees C
Vice Chair:

Honorary Vice Chair &

Chair, Church Relations and Religious Life Committee:
Treasurer:
VP for Fiscal AfTairs & Assistant Treasurer:
Secretary

Chair, Invesiments Commiliee:
Chair, Audit Committee
Chair, Advancement Commitiee:
Chair, Finance and Property Commitiee
Chair. Academic AfMairs Committee
Chavir. Student Affairs Commiltee

FILE NO. 2458

Board of Trustees of Trinity University

True i‘md Correct
gopy of
Orig|nal filed in

|
Ms. Sharan J. Bell RE;ETGS C"“'Urny

Vet Clerks Cttice
Mr. Craig McCoy |

Ms. Lissa Walls Vahldick
Dr. John R. Brazil

Mr. Robert S. McClane
Mr. George C. Hixon

Mr, Thomas R. Semmes
Mr. James F. Dicke, Il

Mr. Douglas D, Hawthome
Ms. Phyllis Browning

Mr, Marshall B, Miller, Jr
Ms. Barbara W. Pierce
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Lease. C

Date Filed: )

Jerry E. Patterson, Commis....

By

.
.
LL L]

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

The above and foregoing is a full, trug and correct photagraphic copy of the
oniginal record now in my lawful custody and possession, as the same is
filedirecorded in the public records of my office, found in VOL. _703.,
PAGE /34 THRU_ 746 OFFICIAL PUBLIC

~RECORD
#RTE O, | Nereby centied on 06-28-05

AN J 5 REEVES COUNTY, TE
A M % _ DEPUTY
s ORMA
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FILE# 2459

General Land Office
Relinquishment Act Lease Form
Revised, September 1897

Austin, Texas

OIL AND GAS LEASE
THIS AGREEMENT is made and entered into this __25th _ day of Apri ,2005 . between the Stale of Texas, acling
by and through its agent, SUNSHINE COTT, FOR ILDREN _

of 103 Tuleta, San Antonio, Texas 78212
(Give Permanent Address)
said agent herein referred lo as the owner of the soil (whether one or more), and Tierra Exploration, Inc.

of __P.O. Box 56, Midland, Texa 79702 hereinafter called Lessee

(Give Permanent Address)

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

SW/4, SW/ANE/4, W/2SE/4 Section 28, Township 2,
Block 56, T & P Ry. Co. Survey

containing 280 acres, more or less. The bonus consideration paid for this lease is as follows:
To the State of Texas: One Thousand Fifty and No/100 — —=

Dollars ($1,050.00 )
To the owner of the soil: One Thousand Fifty and No/100 -
Dollars ($1,050.00 )

Tolal bonus consideration: Two Thousand One Hundred and No/100
Dollars ($2,100.00 )

The total bonus consideration paid represents a bonus of One Hundred Fifty and No/100
e Dollars ($____150.00) ) per acre, on 14.00 net acres.

2. TERM. Subject lo the other provisions in this lease, this lease shall be for a term of Three (3) years from
this date (herein called "primary term") and as long thereafter as oil and gas, or either of them, is produced in paying quantities from said land. As used
in this lease, the lerm "produced in paying quantities® means that the receipts from the sale or other authorized ial use of the sub (s)
covered exceed oul of packet operational expenses for the six months last past.
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copy of
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Clerks Office

3. DELAY RENTALS. If no well is commenced on the leased premises on or before one (1) year from this date, this lease shall terminate,

unless on or before such anniversary date Lessee shall pay or lender to the owner of the soll or to his credit in the

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

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

Dollars ($35.00 )

To the State of Texas: Thirty-Five and No/100 S
Dollars ($35.00 )

Tolal Delay Rental: Seventy and No/100
Dollars ($70.00 )

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 lenders of rental to the owner of the soil may be made by check or sight draft of Lessee, or any
assignee of this lease, and may be delivered on or before the rental paying date. If the bank designated in this paragraph (or its successor bank) should
cease to 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
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 to receive such payments or tenders,

4. PRODUCTION ROYALTIES. Upon production of oil and/or gas, Lessee agrees lo pay or cause to be paid one-hall (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 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 ofl or gas run through a separator or other equipment, as hereinafler provided,
shall be 1/4 part of the gross production or the markel value thereof, al the oplion 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 pald 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 grealer. Lessee agrees that before
any gas produced from the leased premises is sold, used or processed in a plant, it will be run free of cost 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 means
will be recovered. The requirement thal 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 gaseous substances nol
defined as oil in subparagraph (A) above, produced from any well on said land (except as provided herein with respect to gas processed in a plant for
the extraction of gasoline, liquid hydrocarbons or other products) shall be __ 1/4 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 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;
provided that the maximum pressure base in measuring the gas under this lease shall not at any time exceed 14.65 pounds per square inch absolute,
and the standard base temperature shall be sixty (60) degrees Fahrenheit, correction to be made for pressure according 1o 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. Royally on any gas processed in a gasoline plant or other plant for the recovery of gasoline or other liquid
hydrocarbons shall be __1/4 part of the residue gas and the liquid hydrocarbons extracted or the market value thereof, at the option of the owner
of the soil or Ihe Commissioner of the General Land Office. All royallies due herein shall be based on one hundred percent (100%) of the total plant
production of residue gas altributable to gas produced from this lease, and on fifty percent (50%), or that percent accruing to Lessee, whichever is the
greater, of the total plant production of liquid hydrocarbons attributable to the gas produced from this lease; provided that if liquid hydrocarbons are
recovered from gas processed in a plant in which Lessee (or its parent, subsidiary or affiliate) owns an interest, then the percentage applicable 1o liquid
hydrocarbons shail be fifty percent (50%) or the highest 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 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 nol been processed.

(D) OTHER PRODUCTS. Royalty on carbon black, sulphur or any other products produced or manufactured from gas (excepting liquid
hydrocarbons) whether sald gas be “casinghead,” "dry,” or any other gas, by 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 General Land Office,
such market value to be determined as follows: 1) on the basis of the highest market price of each product for the same month in which such product is
produced, or 2) on the basis of the average gross sale price of each product for the same month In which such products are produced; whichever s 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 (o the total annual delay rental herein provided; otherwise, there shall be
due and payable on or before the Iast day of the month succeeding the anniversary date of this lease a sum equal to the total annual rental less the
amount of royalties paid during the preceding year. If Paragraph 3 of this lease does not specify a delay rental amount, then for the purposes of this
paragraph, the delay rental amount shall be one dollar ($1.00) per acre.
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6. ROYALTY IN KIND. Notwithstanding any other provision in this lease, at any lime or from time lo lime, the owner of the sail or the
Commissioner of the General Land Office may, at the option of either, upon not less than sixty (60) days notice to tha halder 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, whether express or implied, under this lease.

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

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

9. ROYALTY PAYMENTS AND REPORTS. All royalties nol 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 currenlly provide that royalty on oil l
is due and must be received in the General Land Office on or before the 5th day of the second month succeeding the month of production, and royaity {
on gas is due and must be received in the General Land Office on or before the 15th day of the 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 and disposition of all oil and gas produced and the market value of the oil and gas, 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 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 authorily of a manager or agenl |
to act for the Lessee herein must be filed in the General Land Office. Each royalty payment shall be accompanied by a check slub, schedule, summary
or other remittance advice showing by the assigned General Land Office lease number the amount of royally being paid on each lease. |l Lessee 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 shail accrue a penalty of 10% of the royalty due or $25.00 whichever is greater. In addition
to a penalty, royalties shall accrue interest al a rate of 12% per year, such interest will begin lo accrue when the royalty is sixty (60) days overdue
Alfidavils and supporting documents which are not filed when due shall incur a penalty in an amount sel by the General Land Office administrative rule
which is effeclive on the date when the alfidavits or supporting documents were due. The Lessee shall bear all responsibility for paying or causing
royalties to be paid as prescribed by the due date provided herein. Payment of the delinquency penalty shall in no way operate to prohibit the State's
right of forfeiture as provided by law nor act to postpone the date on which royallies were originally due. The above penalty provisions shall nol 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 furnish the Commissioner of the General Land Office
with its besl possible estimate of oil and gas reserves underlying this lease or allocable lo this lease and shall furnish said Commissioner with copies of i
all contracts under which gas is sold or processed and all subsequent agreements and amendments to such contracts within thirty (30) days after |
entering into or making such contracts, agreements or amendments. Such contracts and agreements when received by the General Land Office shall be
held in confidence by the General Land Office unless otherwise authorized by Lessee. All other contracls and records pertaining lo the production,
transportation, sale and marketing of the oil and gas produced on said premises, including the books and accounls, receipts and discharges of all wells,
tanks, pools, melers, and pipelines shall at all times be subject to inspection and examination by the Commissioner of the General Land Office, the
Attorney General, the Governot, or the representative of any of them.

(B) PERMITS, DRILLING RECORDS. Written notice of all operations on this lease shall be submitted to the Commissioner of the General
Land Office by Lessee or operator five (5) days before spud date, workover, re-entry, 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 lime they are filed with the Texas Railroad Commission. All
applications, permits, reports or other filings that reference this lease or any specific well on the leased premises and that are submitied to the Texas
Railroad Commission or any other governmental agency shall include the word “State” in the litle. Additionally, in accordance with Railroad Commission
rules, any signage on the leased premises for the purpose of identifying wells, ltank 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 lo those herein
expressly provided for. Lessee shall have an electrical and/or radioactivity survey made on Ihe 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 lo the
General Land Office within fifteen (15) days after the making of said survey.

(C) PENALTIES. Lessee shall incur a penalty whenever reports, documents or other materials are not filed in the General Land Office when
due. The penalty for late filing shall be set by the General Land Office administrative rule which is elfective 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 lerm hereof and prior to discovery and
production of oil or gas on said land, Lessee should drill a dry hole or holes thereon, or If during the primary term hereof and after the discovery and
actual production of oil or gas from the leased premises such production thereof should cease from any cause, this lease shall not terminate if on or
before the expiration of sixty (60) days from date of completion of said dry hole or cessation of production Lessee commences addilional drilling or
reworking operalions 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 I
primary term or within sixty (60) days prior thereto, a dry hole be completed and abandoned, or the production of oil or gas should cease for any cause, I
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 conducling additional drilling or reworking
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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
well or any subsequent well drilled on the above described land be completed as a shut-in oil or gas well within the primary term hereof, Lessee may
resume payment of the annual rental in the same manner as provided herein on or before the rental paying date following the expiration of sixty (60)
days from the date of completion of such shut-in oil or gas well and upon the failure to make such payment, this lease shall ipso facto terminate. If at the
expiration of the primary term or any time thereafter a shut-in oil or gas well is located on the | 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 oil nor gas is being
produced on said land, but Lessee is then engaged In drilling or reworking operations thereon, this lease shall remain in force so long as operations on
sald well or for drilling or reworking of any additional wells are prosecuted in good faith and in workmanlike manner without interruptions totaling more
than sixty (60) days during any one such operation, and if they result in the production of oil and/or gas, so long thereafter as oll and/or gas Is produced
in paying quantities from said land, or payment of shut-in oil or gas well royalties or compensatory royaities is made as provided in this lease.

13. CESSATION, DRILLING, AND REWORKING. If, after the expiration of the primary term, production of oil or gas from the leased
premises, after once obtained, 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 tolaling more than sixty (60) days. If such drilling or reworking operations result in the production
of oil or gas, the lease shall remain in full force and effect for so long as oil or gas is produced from the leased premises in paying quantities or payment
of shut-in oil or gas well royalties or payment of compensatory royalties is made as provided herein or as provided by law. If the drilling or reworking
operations result in the completion of a well as a dry hole, the lease will not terminate if the Lessee commences additional drilling or reworking
operations within sixty (60) days after the completion of the well as a dry hole, and this lease shall remain in effect so long as Lessee continues drilling or
reworking operations in good faith and in a workmanlike manner without interruptions totaling more than sixty (60) days. Lessee shall give written notice
to the General Land Office within thirty (30) days of any cessation of production,

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 oil or gas is not being
produced for lack of sultable production facilities or lack of a suitable market, then Lessee may pay as a shut-in oll or gas royalty an amount equal to
double the annual rental provided in the lease, but not less than $1,200 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 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 be made one-half (1/2) to the Commissioner of the General Land Office and one-
half (1/2) to the owner of the soll. If the shut-in oil or gas royalty is paid, the lease shall be considered to be a producing lease and the payment shall
extend the 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 ane (1) year by paying the same amount each year on or before the expiration of each shut-in year.

15. COMPENSATORY ROYALTIES. If, during the period the lease is kept in effect by payment of the shut-in oil or gas royalty, oil or gas is
sold and delivered in paying quantities from a well located within one thousand (1,000) feet of the leased premises and completed in the same producing
reservoir, or in any case in which drainage is occurring, the right to continue to maintain the lease by paying the shut-in oil or gas royalty shall cease, but
the lease shall remain effective for the remainder of the year for which the royalty has been pald. 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 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) feel of the leased premises. If the compensatory royalty paid in any 12-month period
is an amount less than the annual shut-in oil or gas royalty, Lessee shall pay an amount equal to the difference within thirty (30) days from the end of the
12-month period. Compensatory royalty payments which are not timely paid will accrue penalty and interest in accordance with Paragraph 8 of this
lease, None of these provisions will relieve Lessee of the obligation of reasonable development nor the obligation to drill offset welis 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 a well producing or capable of producing oil or
gas has been completed on the leased premises, Lessee shall exercise the diligence of a reasonably prudent operator in drilling such additional well or
wells as may be reasonably necessary for the proper development of the leased premises and in marketing the production thereon.

(A) VERTICAL. In the event this lease is in force and effect two (2) years after the expiration date of the primary or extended term it shall then
terminate as lo all of the leased premises, EXCEPT (1) 40 acres surrounding each oil well capable of producing in paying quantities and 320 acres
surrounding each gas well capable of producing in paying quantities (including a shut-in oll or gas well as provided in Paragraph 14 hereof), or a well
upon which Lessee is then engaged in continuous drilling or reworking operations, or (2) the number of acres included in a producing pooled unit
pursuant to Texas Natural Resources Code 52.151-52.154, or (3) such greater or lesser number of acres as may then be allocated for production
purposes to a proration unit for each such producing well under the rules and regulations of the Railroad Commission of Texas, or any successor
agency, or other governmental authority having jurisdiction. If at any time after the effective date of the partial termination provisions hereof, the
applicable field rules are changed or the well or wells located thereon are reclassified so that less acreage is thereafler allocated to said well or wells for
production purposes, this lease shall thereupon terminate as to all acreage not thereafter allocated to said well or wells for production purposes
Notwithstanding the termination of this lease as to a portion of the lands covered hereby, Lessee shall nevertheless continue to have the right of ingress
to and egress from the lands still subject to this lease for all purposes described in Paragraph 1 hereof, together with easements and rights-of-way for
exisling roads, existing pipefines and other existing facllities on, over and across all the lands described in Paragraph 1 hereof (“the retained lands®), for
access to and from the retained lands and for the gathering or transportation of oll, gas and other minerals produced from the retained lands.
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(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 lo all depths below 100 feet below the total depth drilled (hereinalter “"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 consideralion for this lease (as specified on page 1 hereof), If such amount is paid, this lease shall be in force and effect as lo
such deeper deplhs, 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 lrom such deeper depths covered by this lease.

(C) IDENTIFICATION AND FILING. The surface acreage retained hereunder as lo each well shall, as nearly as practical, be in the form of a
square with the well located in the center thereof, or such other shape as may be approved by the Commissioner of the General Land Office. Within
thirty (30) days after partial termination of this lease as provided herein, Lessee shall execute and record a release or releases conlaining a satisfactory
legal description of the acreage and/or deplhs not retained hereunder. The recorded release, or a certified copy of same, shall be filed in the General
Land Office, accompanied by the filing fee prescribed by the General Land Office rules in effecl on the dale the release is filed. If Lessee fails or refuses
lo execute and record such release or releases within ninety (90) days after being requested to do so by the General Land Office, then the
Commissioner at his sole discretion may designate by written instrument the acreage and/or depths to be released hereunder and record such
instrument al Lessee's expense in the counly 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 royallies paid, or lo be paid, under this lease shall relieve Lessee of his obligation
to protect the oil and gas under the above-described land from being drained, Lessee, sublessee, receiver or other agent in conlrol of the leased
premises shall drill as many wells as the facls 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,
or in any case where the leased premises is being drained by production of oll or gas, the Lessee, sublessee, recelver or other agent in control of the
leased premises shall in good faith begin the driling 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.
Fallure to satisfy the statutory offset obligation may subject this lease and the owner of the soil's agency rights to forfeiture. Only upon the delermination
of the Commissioner of the General Land Office and with his written approval may the payment of compensatory royalty under applicable statutory
paramelers salisly 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 authorily, then while so pr led, Lessee's obligation to comply with such
covenan! shall be suspended and Lessee shall nol be liable for damages for failure lo comply with such covenanls, 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 suspend the paymenl of delay rentals in order to maintain this lease in effecl during the primary term
in the absence of such drilling or reworking operations or production of oll or gas.

19. WARRANTY CLAUSE. The owner of the soil warrants and agrees to defend litle to the leased premises. If the owner of the soil defaults
in payments owed on the leased premises, then Lessee may redeem the rights of the owner of the soil in the leased premises by paying any mortgage,
taxes or other liens on the leased premises. Il Lessee makes payments on behalf of the owner of the soil under this paragraph, Lessee may recover the
cos! of these paymenls from the rental and royalties due the owner of the soll.

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soil owns less than the entire undivided surface estale in the above
described land, whether or nol Lessee's interest is specified herein, then the royalties and rental herein provided to be paid lo the owner of the soil shall
be paid lo him in the proportion which his interest bears to 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 Stale 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 between the interest purportedly leased under this lease and the actual interest
owned by the owner of the soil. The Commissioner of the General Land Office shall be paid the value of the whole production allocable to any undivided
interes! nol covered by a lease, less the proportionate development and preduction cost allocable to such undivided interest. However, in no event shall
the Commissl 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-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 R 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 lotal
amount described herein, payments that are made on a per acre basis hereunder shall be reduced according lo the number of acres pooled, released,
surrendered, or otherwise severed, so thal paymenls determined on a per acre basis under the terms of this lease during the primary term shall be
calculated based upon the number of acres outside the boundaries of a pooled unit, or, if after the expiration of the primary term, the number of acres
actually retained and covered by this lease.

21. USE OF WATER. Lessee shall have the right to use water produced on said land necessary for operations under this lease excepl waler
from wells or lanks of the owner of lhe soil, provided, however, Lessee shall not use polable water or water suilable 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,
improvements, livestock and crops on said 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 lo any house or barn now on said premises without
the wrilten consent of the owner of the soll.
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25. POLLUTION. In developing this area, Lessee shall use the highest degree of care and all proper safeguards to prevent pollution. Without
limiting the foregoing, pollution of coastal wellands, natural waterways, rivers and impounded water shall be prevented by the use of containment
facilities sufficient lo prevent spillage, seepage or ground water contamination. In the event of pollution, Lessee shall use all means at its disposal lo
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 slush, sump, and drainage pits and tank batteries so as to protect livestock against loss, damage or Injury; and upon
completion or abandonment of any well or wells, Lessee shall fill and level all slush pits and cellars and completely clean up the drilling site of all rubbish
thereon. Lessee shall, while conducling operations on the leased premises, keep said premises free of all rubbish, cans, bottles, paper cups or garbage,
and upon completion of operations shall restore the surface of the land to as near its original condition and contours as is practicable. Tanks and
equipment will be kept painted and presentable.

26. REMOVAL OF EQUIPMENT. Subject to limitations in this paragraph, Lessee shall have the right to remove machinery and fidtures placed
by Lessee on the leased premises, Including the right to draw and remove casing, within one hundred twenty (120) days after the expiration or the
termination of this lease unless the owner of the soil grants Lessee an extension of this 120-day period. However, Lessee may not remove casing from
any well capable of producing oil and gas in paying quantities. Additionally, Lessee may not draw and remove casing until after thirty (30) days written
notice to the Commissioner of the General Land Office and 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
representalives, 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 performed by Lessee. And no change or division in ownership of the land, rentals, or royalties shall bind Lessee for any purpose until thirty (30) days
after the owner of the soil (or his heirs, devisees, legal representatives or assigns) furnishes the Lessee with satisfactory writlen evidence of the change
in ownership, including the original recorded muniments of title (or a certified copy of such original) when the ownership changed because of a
conveyance. A total or partial assignment of this lease shall, to the extent of the interest assigned, relieve and discharge Lessee of all subsequent
obligations under this lease. If this lease is assigned in its entirety as to only part of the acreage, the right and option to pay rentals shall be apportioned
as between the several owners ratably, according to the area of each, and fallure by one or more of them 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 to all rights and be subject lo all obligations, liabilities, and penalties owed lo the State by the
original lessee or any prior assignee of the lease, including any liabilities to the State for unpaid royalties.

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

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

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

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

(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, trustee, executor, administrator, receiver, or conservator for the

owner of the soll; or

(7) a family member of the owner of the soll 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 to the
owner of the soil and place of record a release or releases covering any portion or portions of the leased premises, and thereby surrender this lease as
to such portion or portions, and be relleved of all subsequent obligations as to acreage surrendered. If any part of this lease s properly surrendered, the
delay rental due under this lease shall be reduced by the proportion that the surrendered acreage bears fo the acreage which was covered by this lease
immediately prior to such surrender; however, such release will not relieve Lessee of any liabilities which may have accrued under this lease prior to the
surrender of such acreage

29. FILING OF ASSIGNMENTS AND RELEASES. If all or any part of this lease is assigned or 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 s recorded, must be filed in the General Land Office within 90 days of the last execution date accompanied by the
prescribed filing fee. If any such assignment is not so filed, the rights acquired under this lease shall be subject to forfeiture at the option of the
Commissioner of the General Land Office.

30, DISCLOSURE CLAUSE. All provisions pertaining to the lease of the above-described land have been included in this instrument,
including the statement of the true consideration to be paid for the execution of this lease and the rights and duties of the parties, Any collateral
agreements concerning the development of oil and gas from the leased premises which are nat contained in this lease render 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 soil conflict with those of the State, the owner of the soll is obligated to put the State's
interests before his personal interests.

32. FORFEITURE. If Lessee 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 false retumn 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 reguk; 1s adopted by the Commissioner of the General Land Office, or if Lessee
should fail to file reports in the manner required by law or fail to comply with rules and regulations promuigated 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 pertaining to operations, or if Lessee or
an autharized agent should knowingly fail or refuse to give correct information to the proper authority, or knowingly fall or refuse to furnish the General
Land Office a correct log of any well, or If Lessee shall knowingly violate any of the material provisions of this lease, or if this lease Is assigned and the
assignment is not filed in the General Land Office as required by law, the rights acquired under this lease shall be subject o forfeiture by the
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Commissioner, and he shall forfeit same when sulficiently informed of the facts which authorize a forfeiture, and when forfeiled the area shall again be
subject lo lease under the terms of the Relinquishment Act. However, nothing herein shall be conslrued 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
reinstaled before the rights of another intervene upon satisfaclory evidence to the C issioner of the G I 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 to secure payment of all unpaid royalty and other sums of money that may become due under this lease. By acceptance of
this lease, Lessee grants the State, in addition 1o the lien provided by Texas Natural Resources Code 52.136 and any other applicable slalutory lien, an
express contractual lien on and socunty In!uresl in all leased minerals in and exiracted from the | d premises, all pr ds which may accrue to
Lessee from the sale of such | d h such p ds are held by Lessee or by a third party, and all fndurts on and improvements to the
leased premises used in connection with the pmduclion 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 sulfer 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. 8 of the Texas Business and Commerce Code. Lessee agrees that the Commissioner may require Lessee to
execule and record such Instruments as may be reasonably necessary lo ack ledge, attach or perfect this lien. Lessee hereby represents that there
are no prior or superior liens arising from and relating to Lessee’s aclivities upon the above-described property or from Lessee's acquisition of this lease.
Should the Commissioner al any time delermine that this representation is not true, then the Commissioner may declare this lease forfeited as provided
herein.

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

35. INDEMNITY. Lessee hereby releases and discharges the State of Texas and the owner of the soil, thelr officers, employees, partners,
agenls, contractors, subcontractors, guests, invitees, and their respeclive successors and assigns, of and from all and any actions and causes of action
of every nature, or other harm, including environmental harm, for which recovery of damages is sought, including, but not limited to, all losses and
expenses which are caused by Lhe aclivities 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, Lessee hereby agrees to be liable for, exonerate, indemnify,
defend and hold harmless the State of Texas and the owner of the soll, 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 attorneys’ fees and other legal expenses, including those related to
environmental hazards, on the leased premises or in any way related to Lessee's failure to comply with any and all environmental laws; those arising
from or in any way related lo Lessee's operations or any other of Lessee's aclivilies on the leased premises; those arising from Lessee's use of the
surface of the leased premises; and those that may arise out of or be occasioned by Lessee's breach of any of the terms or provisions of this Agreement
or any other acl or omission of Lessee, its directors, officers, employees, pariners, agents, conlraclors, subconiractors, guests, invilees, and their
respeclive successors and assigns. Each assignee of this Agreement, or an interest therein, agrees lo be liable for, exonerate, indemnify, defend and
hold harmiess the State of Texas and the owner of the soil, their officers, employees, and agenls in the same manner provided above in connection with
the activilies 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, groundwat d , and surf; of subsurface slrala, ambient air or any
other environmental medium in, on, or under, the leased premises, by any waste, pollulam or comammanl Lessee shall not bring or permit to remain on
the leased premises any asbestos containing materials, explosives, toxic materials, or subslnnces ugulaled as hazardous wasles, hazardous malerials,
hazardous substances (as the term “Hazardous Subslance” is defined In the Compreh Envir lal Response, Compensation and Liability Act
(CERCLA), 42 U.S.C. Sections 9601, et seq.), or toxic substances under any federal, state, or local law or regulation ("Hazardous Materials”), except
ordinary products commonly used in connection with oll 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 Natural Resources Code 52.171 through 52.190, commanly
known as the Relinquishment Act, and other applicable statutes and amendments thereto, and if any provision in this lease does not conform to these
slalules, the statules will prevail over any nonconforming lease provisions.
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38. EXECUTION. This oil and gas lease must be signed and acknowledged by the Lessee before it is filed of record in the county records
and Iin the General Land Office of the State of Texas. Once the filing requirements found in Paragraph 39 of this lease have been salisfied, the effective
date of this lease shall be the date found on Page 1.

39. LEASE FILING. Pursuant lo Chapter 9 of the Texas Business and Commerce Code, this lease must be filed of record in the office of the
County Clerk in any county in which all or any part of the leased premises is located, and certified copies thereof must be filed in the General Land
Office. This lease is not effective until a certified copy of this lease (which is made and certified by the County Clerk from his records) is filed in the
General Land Office in accordance with Texas Natural Resources Code 52.183. Additionally, this lease shall not be binding upon the State unless it
recites the actual and true consideralion 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.
40. See attached Exhibit "A” for surface amendments.

LESSEE: TIERRA EXPLOBATION, INC,

By:

Title: President

vate:__Tuwe 8, 2095

STATE OF TEXAS

SUNSHINE COTTAGE SCHOOL FOR DEAF CHILDREN

Individually and as agent for the State of Texas

By:
Carolyn thall, Executive Director
Date: S - 0 - oS
———— |
By: . |
Glen G. Mortimer, I, Chairman of the Bodrd ‘

Date: S5 Ilgl oS {

Tax ID# 74-1143132

-.e . . T}
i~ . . “ s e .
. . o . . .

*s o s 8 o g e

S e . .o .
SRS sen s ese



Book 703 PaE D5

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

(CORPORATION ACKNOWLEDGMENT)

STATE OF TEXAS
COUNTY OF MIDLAND
BEFORE ME, the undersigned authority, on this day personally appeared Ralph Lea, Jr., known to me lo be the person whose name is

subscribed to the foregoing instruments as President of Tierra Exploration, Inc., a Texas corporation, and acknowledged lo me thal he executed the
d, In the capacity stated, and as the act and deed of said corporation.

same for the purposes and consideration therein exp
Given under my hand and seal of office this the & E : day of %& , 2005,
17/
Notary Public in and for b’ {

LUNELLE ZEECK
Notary Public, Stata of Texas
/' My Commission Explres 07-12-08

(CORPORATION ACKNOWLEDGMENT)

STATE OF TEXAS

COUNTY OF BEXAR

BEFORE ME, the undersigned authority, on this day personally appeared Carolyn Walthall, known lo me 1o be the person whose name is
subscribed to the foregoing instruments as Execulive Direclor of Sunshine Coltage School for Deaf Children, and acknowledged to me that she
executed the same for the purposes and consideralion 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 a'( (@] day of "/f" Q"‘d’l/ 2005.

71 iz't‘t.y/hhiu (57 @wﬂ,}gi/

MARJORIE B, CAMPS (‘.
Notary Public, State of T sé oA an ,_,sz;"f T-tgael
. . Notary Public in and for i e

(CORPORATION ACKNOWLEDGMENT)

STATE OF TEXAS

COUNTY OF BEXAR

BEFORE ME, the undersigned authority, on this day personally appeared Glen G. Mortimer, Ill, known 10 me 10 be the person whose name is
subscribed to the foregoing instruments as Chairman of the Board for Sunshine Cottage School for Deaf Children, and acknowledged to me that he
executed the same for the purposes and consideration therein expressed, in the capacity stated, and as the act and deed of said corporation.

'
Given under my hand and seal of office this the [ 8 day of u‘ﬂ/fr . 2005,
MARJORIE B. CAMPS ¢ N
Notary Publc, State of Texas Notary Public in and for ¢ té 2

My Commission Expires July 18, 2005
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EXHIBIT “A»

SURFACE AMENDMENTS

Upon the cessation of drilling at each well location, the abandonment of said lease or
surrender thereof, Lessee, its successors or assigns, shall then level all drilling pits and
other excavations and shall repair all damage done, or cause to be done, to buildings,
fences, roads, culverts, turf, water wells and/or other improvements and to restore same
to their original condition within 90 days afler the cessation of activity. No drilling mud
shall be spread on surface lands of Lessor without express written consent of Lessor.

Lessee’s right to use water from the leased premises shall not include the right to use
fresh water from any fresh water sands or strata underlying the leased premises for any
secondary recovery operations that may be conducted on the leased premises. Lessee
shall have the right to use fresh water from wells or surface impoundments only with the
expressed permission of the Lessor.

All operations of Lessee shall be conducted so as to minimize the amount of surface land
used or damaged by Lessee and Lessee agrees to construct not more than one road to
each location on the leased premises and to confine all travel incident to the drilling and
production of such well to the single road. All roads constructed by Lessee shall be of
good quality and suitable for all-weather use. The routes for all roads shall be mutually
agreed upon between Lessor and Lessee before the commencement of any road
construction. Lessee agrees to maintain all roads used by Lessee on the leased premises
in good condition and repair during the period of Lessee’s operations on the leased
premises. The surface owner shall have the right to use all roads on the leased premises.

It is understood and agreed that this lease does not cover or include any right or privilege
of hunting with firearms and/or with dogs or otherwise on the leased premises or fishing
on the leased premises; all such hunting and fishing rights being expressly reserved, and
Lessee agrees that none of the Lessee’s officers, agents, employees or representatives will
bring any dogs and/or firearms upon the leased premises, and that any one so doing shall
be trespassers and subject to prosecution as such,

Prior to erecting new storage tanks, pipelines, compressor stations or other usual facilities
required by Lessee for producing oil and gas and operating this lease, Lessee shall advise
Lessor of Lessee’s intention. Lessor and Lessee will then mutually select a site or sites
for locating such equipment and pipelines taking into consideration the ranching and
farming operation of Lessor and Lessee's needs in conducting its operations under the
terms of this lease in a reasonable manner,
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Lessee, prior to the construction of any new road or the cutting, altering and removal of
any existing fence on the leased premises, or the cutting or removal of any tree on the
leased premises, shall notify Lessor of such intention and shall be governed by the
Lessor’s wishes. Lessee shall dispose of all brush, trees, trash and debris away from the
property. Under no circumstances will trash, garbage or debris be buried or dumped on
the property or adjacent lands of Lessor. Brush and trees may be buried or burned on the
property only with written permission from owner or his representative.

Lessee agrees to protect, defend, indemnify and hold harmless Lessor, the owners of the
surface of the Leased Premises, and their respective agents, employees and tenants, from
and against all liabilities, losses, expenses, claims, demands, and causes of action of
every kind and character, whether for death or personal injury to persons (including
agents and employees of Lessee and Lessee’s subcontractors) for loss or damage to
property, in any way and at any time arising out of| incident to, or in connection with this
Lease, operations conducted on the Leased Premises, or breach of the terms hereof,
regardless of whether any such liability, loss, expenses, claim, demand or cause of action
is based on the sole or concurrent negligence of any party indemnified hereunder.

Each drill site location shall be constructed so as to result in the least interference with
surface usage as reasonably practicable under the circumstances. All pits shall be
constructed and lined so as not to pollute the adjoining land at the request of Lessor.
Lessee shall take all reasonable precautions necessary to prevent land, air and water
pollution, including pollution to all underground fresh water zones. Lessee shall collect
all trash which accumulates in connection with his operations and remove such trash
from the Leased Premises. Lessee shall take all reasonable precautions to prevent
blowouts from occurring on the Leased Premises. Lessee shall utilize only such area
around each producing well as is reasonably necessary for such purposes, and Lessee
shall restore the remainder of such drill site to its original condition as nearly as possible
within a reasonable time after the completion of operations on each drill site where no
producing well is located, Lessee shall clear the location, remove all equipment placed
upon the drill site by the Lessee, clean out and back fill all pits, and return the surface of
the drill site to its original condition as nearly as possible. Lessee shall construct and
maintain gates at all places where any roads used by Lessee cross through fences on the
Leased Premises, and Lessee shall keep such gates locked when not actually passing
through such gates. Upon termination of Lessee’s operations on the Leased Premises,
Lessee shall restore the surface of all lands utilized by Lessee, and not theretofore
restored, to their original condition as nearly as possible. Within six (6) months after the
termination of this lease, Lessee shall remove any and all property placed by Lessee on
the Leased Premises or Lessor shall cause same to be removed at Lessee’s Expense.

Lessee is to comply with all Federal and State regulations.

Lessee shall pay market value for any and all livestock lost as a result of Lessee’s
operations under this lease.
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11.  All pipelines are to be buried 36 inches below the ground, which will be from the top of
the pipe to the surface of the ground. Only crude oil and natural gas (no other
derivatives) will be allowed to be transported through any pipelines on the property.

12. Lessee shall not conduct any operations within one-quarter (1/4) mile of any homestead,
living quarters or livestock watering facilities without express consent of Lessor.

——

FILE NO. 2459

True and Corrgey
Copy of
Original fileq jn
Reeves Coyn
Clerks Office
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CERTIFIED TRUE AND CORRECT COPY CERTIFICATE
STATE OF TEXAS
COUNTY OF REEVES
The above and foregoing is a full. true and correct photographic copy of the
oniginal record now in my jawful custody and possession, as the same s
hled’reco%daqi'n the pumjp g%or% ﬁ" mi &Hi ?ouni:ﬁ_gOL. Z:gg_
P T F fil. LI

AGE , THRU CORD

| hereby certified on 06-28-05

" -
7% DIANNE O. FLOREZ, COUNTY CLERK

3 -
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jREEV COUNTY, TEXAS
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TEXAS GENERAL LAND OFFICE

JERRY PATTERSON, COMMISSIONER

April 10, 2006

ATTN RALPH LEA JR
TIERRA EXPLORATION INC
P. 0. BOX 56

MIDLAND TEXAS 79702

Re:  RELINQUISHMENT ACT LEASE No. MF-105269.

Reeves County:

Part Sec Block Survey Abst# Acres
SW/4,SW/4NE/4 28 56 T&P Ry. Co 2214 280
W/2SE/4

Dear Mr. Lea,

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 MF-105269. Please refer to this
number in all future correspondence concerning the lease.

Your remittance of $10,625.00 has been applied as the state's portion of the cash bonus $10,500.00,
along with a processing and filing fee in the amount of $125.00. Please let me know if you should
have any questions.

‘Sincerely,

Duses Re

£ 4
Drew Reid TMs~

Minerals Leasing
Energy Resources
(512) 475-1534

MS/DR

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

www.glo.state.tx.us
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R/..ROAD COMMISSION OF TE

REV. 6/89

: S mF
OIL & GAS DIVISION |]oSs) b'j
PERMIT TO DRILL, DEEPEN, PLUG BACK, OR RE-ENTER ij
ON REGULAR OR ADMINISTRATIVE EXCEPTION LOCATION
PERMIT NUMBER DATE PERMIT ISSUED OR AMENDED DISTRICT
610105 11/29/2005 * 08
API NUMBER FORM W-1 RECEIVED COUNTY
42 389 32391 11/28/2005 REEVES
TYPE OF OPERATION ACRES
DRILL 280.00
OPERATOR 227845 NOTICE
RE VED This permit and any allowable assigned
DRACO ENERGY, INC. CEI may be revoked if payment for fee(s)
P O BOX 11404 DEC 5 2005 submitted to the Commission is not
LAND honored.
MIE T g;o - District Office Telephone No.:
- Vi 432 684-5581
LEASE NAME N WELL NUMBER
TRINITY STATE "28" 1
LOCATION TOTAL DEPTH
3.00 MILES E FROM ORIA 4,000
' SECTION, BLOCK and/or SURVEY
SECTION => 28 BLOCK => 56 T2 ABSTRACT =>
SURVEY ==> T&P RR CO
DISTANCE--NEAREST WELL ON LEASE

DISTANCE--LEASE LINES

586.00 F E - 1,667.00 F S 0.0
DISTANCE--SURVEY LINES
1,900.00 F E = 1,667.00 F S

READ IMPORTANT CONDITIONS AND INSTRUCTIONS ON THE BACK OF THIS FORM

* -

81,

FIELD(S) AND LIMITATIONS
SEE FIELD DISTRICT FOR REPORTING PURPOSES

DEPTH WELL # DST

THIS IS A HYDROGEN SULFIDE FIELD.
ACCORDANCE WITH STATEWIDE RULE 36.
TUNSTILL

95, AND 97.

APPLICABLE SPECIAL FIELD OR STATEWIDE SPACING AND DENSITY RULES.
IF THIS WELL IS TO BE USED FOR BRINE MINING, UNDERGROUND STORAGE
g OF LIQUID HYDROCARBONS IN SALT FORMATIONS, OR UNDERGROUND STORAGE
OF GAS IN SALT FORMATIONS, A PERMIT FOR THAT SPECIFIC PURPOSE '
MUST BE OBTAINED FROM ENVIRONMENTAL SERVICES PRIOR TO CONSTRUCTIONS-
INCLUDING DRILLING, OF A WELL IN ACCORDANCE WITH STATEWIDE RULES c;

-
= =

\
. -
~J

THE FOLLOWING RESTRICTIONS APPLY TO THE FIELDS SPECIFIED

THIS WELL SHALL BE DRILLED,IN

*** PLEASE REFER TO ATTACHMENT ***

FIELD NAME LEASE NAME
WILDCAT TRINITY STATE "28" 3,700 | 08
ACRES => 280.00
TUNSTILL TRINITY STATE "28" 3,225 1 08
ACRES => 280.00
b 5% TUNSTILL (OLDS) TRINITY STATE "28" 3,275 1 08
Sy ACRES => 280.00
(EX R
. ** LIMITATIONS **
B THIS WELL SHALL BE COMPLETED AND PRODUCED IN COMPLIANCE WITH



ATTACHMENT
FOR DRILLING PERMIT NUMBER
610105

THIS IS A HYDROGEN SULFIDE FIELD. THIS WELL SHALL BE DRILLED IN

ACCORDANCE WITH STATEWIDE RULE 36.
WILDCAT e
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DEPTH C JéABLE-QUALITY GROUND WATER TO B€ PROTECTED

PLEASE READ ALL INSTRUCTIONS

The information Foquosted is essential in order for this agency to provide an appropriate response. Please allow for receipt of this form in our offices at least two weeks before
your operation b&gins. Due to the volume of these rquests, at times, it may be difficult for us to handie telephone inquiries. Complete, keep the bottom sheet (goldenrod) for
your files, and mail the top 3 sheets of the 4-sheet set of carbon-backed forms with a map to the address below. One sheat bearing our response will be retumed to you. Another
will be sent to the appropriate district office of the Railroad Commission. Individuals are entitied to request and review their personal information that the agency gathers on fs
forms. They may also have any emors in their information corrected. To review such information, contact us at 512/239-3282 If you have questions on how to fill out this form

PLEASE
DO NOT STAPLE

or about the Surface Casing program, please contact us at 512/239-0515

Surface Casing - MC 151 pate 11/23/05 TCEQ File No.: SC- 2875

TCEQ
P.O. Box 13087 [ ——— e  —— =
Austin, TX 78711-3087

John E. Scherer, Jr. 432-687-4661

Name of person preparing this request & phone No. (with area code)
rDraco Energy, Inc. 1

Company (operator’s i-lzme as on RRC form W-1)

P.0. Box 1

“Widiand, TX 79702 3

City and State ZIP Code A P S

BY: <5

FOR TCEQ USE ONLY

|
|
|
DEC 7 2005 ,'
|
|
|

ALWAYS INCLUDE A MAP SHOWING YOUR WELL SITE AND ALL SURROUNDING SURVEYS

- —— p— A — p— <= me—_. o o a e
. e e =t :'i"" o 4 -SUWEV Nam;.- IC! 54, .

:

TYPE OR PRINT IN INK

Block No. _ 90 Township 4 Section or Survex No. 4 (or) Lot No. .

Abstract No. A- LEASE Name ___1Tinity State "28'

Distances, in feet, and directjo easured at right angles from each of two in‘ersectin ction or (0 Survey line,
1960 o EAST e oot oy | SOUth

(NOT LEASE‘LINES) feet from line.
Distance (in miles) and direction from a nearby town in this County (name the town) 3 mi | es east of UI“ [ a

THE ABOVE INFORMATION IN THIS BLOCK MUST BE COMPLETE AND CORRECT
RRC Lease Nq. RRC Dist. No.

103 51" 46.257" W 31 48" BE.EZI™ N s

AP #
GPS Coord.(long/lat or X-Y state plane)

Well No. 1

Ber T Canyon

Elevation coUo” Total Depth 4UUU" Geologic Fm. at T.D.
Purpose of the Request : & New Drill O 'Re-entry O Plug & Abandon O Other (specify)

Is this an amended request? O Yes s No Previous File No. for this well: SC-
0 Log included of same or nearby well (The applicable type of well log that shows the aquifers.) Please provide a location map or AP for

attached log. )

ALWAYS attach the electric log of any well that is to be reentered.

L] ..: .:: .léz.
feeeese-------.DO NCILWRILE HERE -
FORTCEQUSE ONLY . i

Additional remarks:

To protect usable-quality ground water at this location, the TExAs COMMISSION ON ENVIRONMENTAL QUALITY recommends:

CO-REEVES, SUR-T&P ,BLK-56 ,T-2,SEC-28,LSE-TRINITY STATE-28-,#37/350,RUSTLER,450,95...

Wgt_._g:_::l?_e_q;__i_qu strata from the land surface to.a depth.of 350 feet -and the .
RUSTLER, which is estimated to occur from 450 to 950 feet must be protected.

ack M. Oswalt, P.G. December 1, 2005

Geologist, Surface Casing, TCEQ typed by TCEQ
NOTE: Unless stated otherwise, this recommendation is intended to apply only to the subject well and not for area-wide use. Approval of the well-completion

methods for protection of this ground water falls under the jurisdiction of the Railroad Commission of Texas. This recommendation is intended for normal drilling,

production, and plugging operations only. It does not apply to saltwater disposal operations into a nonproductive zone (RRC Form W-14).

TCEQ-0051 (Rev. 02-13-2003)
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GENERAL LAND OFFICE

JERRY PATTERSON, COMMISSIONER

TEXAS

January 24, 2007

Ralph Lea, Jr.

Tierra Exploration, Inc.
PO Box 56.

Midland, TX 79702

Re: GLO Assignment ID # 5804
Dear Mr. Lea,

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

Assignment of Oil and Gas Leases, executed October 6", 2006
from Carmony Exploration, LLC to the assignees attached in the
attached “Exhibit A-1". Vol. 748. P. 710, Reeves Co.

Filing fees of $0.00 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 éoyd

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 * 800-998-4GL.O

www.glo.state.tx.us



“Exhibit A-1"

Assignees Working
Interest

Carmony Resources, LLC 4.0000%
1400 Athene Drive
Lafayette, Colorado 80026-1411
James R. Smail, Inc. 10.8000%
P.O. Box 1157
Wooster, Ohio 44691
Buckeye Oil Producing Co. 21.6000%
P.O. Box 129
Wooster, Ohio 44691
Oxford Oil Company 30.0000%
P.O. Box 910

Zanesville, Ohio 43702

MB 0il & Gas, LLC 24.0000%
612 S. Market Street
Canton, Ohio 44702

Draco Energy, Inc. 6.7200%
P.O. Box 11404
Midland, Texas 79702

Jack Estes 1.9200%
2501 Highland Dr.
Lamesa, Texas 79331

Steve Prewit .09600%
P.O. Box 1983
Midland, Texas 79702

Net Revenue

Interest

03000000

.08100000

16200000

.22500000

18000000

05040000

.01440000

.00720000



Exhibit "A"

GLO ID County Lease

3804 Reeves MF105269

Wednesday, January 24, 2007



Tierra Exploration, Inc.
P.O. Box 56
Midland, Texas 79702

Phone: 432-682-1005 |

December 11, 2006

Mr. Drew Reid

Texas General Land Office
1700 North Congress Avenue
Austin, Texas 78701-1495

RE:  Assignment of Oil and Gas Leases dated
October 2, 2006 covering SW/4, SW/4NE/4,
W/2SE/4 Section 28, Township 2, Block 56,
T&P Ry. Co. Survey, Reeves County, Texas
containing 280 acres, more or less
Relinquishment Act Lease No. MF-105269

Dear Mr. Reid:

Please find enctose"'a Certified Copy of the captioned Assignment from Carmony Exploration,

LLC to James R. Small, Inc. et al as required by Paragraph 27(A) of these GLO leases.

Thank you for your consideration in this matter. Please call should any questions arise.

Sincerely,

TIERRA EXPLORATION, INC.

RLUIr./eds
Enclosure
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ASSIGNMENT OF OIL AND GAS LEASES

STATE OF TEXAS

wn wn

COUNTY OF REEVES  §

Reference is made to the Qil and Gas Leases described on Exhibit “A” attached hereto and
made a part hereof, covering the lands described in said Exhibit “A” in Reeves County, Texas

WHEREAS, said leases and all rights thereunder or incident thereto arc now owned by Carmony
Exploration, LLC, whose Address is 1400 Athene Drive, Lafayette, Colorado 80026-1411

NOW, THEREFORE, for and in consideration of the sum of Ten Dollars ($10.00) cash and other
good and valuable consideration, the receipt and sufficiency of which is hereby acknowledged,
Carmony Exploration, LLC does hereby grant, sell, assign ard convey unto the following Assignees
the respective interest indicated:

Assignees Working Net Revenue
Interest Interest

Carmony Resources, LLC 4.0000% .03000000
1400 Athene Drive
Lafayette, Colorado 80026-1411
James R. Smail, Inc. 10.8000% 08100000
P.O. Box 1157
Wooster, Ohio 44691
Buckeye Oil Producing Co. 21.6000% .16200000
P.O. Box 129
Wooster, Ohio 44691
Oxford Oil Company 30.0000% .22500000
P.O. Box 910
Zanesville, Ohio 43702
MB 0il & Gas, LLC 24.0000% .18000000

612 S. Market Street
Canton, Ohio 44702

Draco Energy, Inc. 6.7200% .05040000
P.O. Box 11404
Midland, Texas 79702

Jack Estes 1.9200% .01440000

2501 Highland Dr.
Lamesa, Texas 79331

Steve Prewit 09600% .00720000

P.O. Box 1983
Midland, Texas 79702

in and to said Oil and Gas Leases in Reeves County, Texas, together with a lik_c interest in all
personal property and leasehold equipment used or obtained in connection therewith.

Assignor warrants and covenants with Assignees that he is the owner of the inlere_sls hereby
assigned and has neither disposed of nor encumbered same since acquisition thereof and will warrant

1

:&Q_&B Swﬂli Sy WEY 202 6E G
Dbk 5¢ T2 AHorc

T~F P»\ Co A- z1\Y

TWM éxp’c_

True and Correct
copy of
Original filed in
Reaves County
Clerks Office
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and defend title thereto against the claims and demands of all persons claiming by, through, or under
Assignor, but no further.

-~ pY
Dated this 4 i day of October, 2006.

Carmony Exploration, LLC

By /4 \Q'& é/v\’j
@ R. Carmony, Maﬁager

STATE OF COLORADO

COUNTY OF DENVER

wWon WO N

The foregoing instrument as acknowledged before me on this 2nd day of October, 2006
by John R. Carmony, Manager of Carmony Exploration, LLC, a Colorado limited liability company

on behalf of said company.
i ;iomry Public, State of:ﬁiomdo

Txueand Cofrect

copy of
Original filed in
Reeves County
Clerks Office



LESSOR

Bank of America, NA Trustee
Under the Will of Roberta M.
Regan, Individually and as Agent
for the State of Texas

Gretchen C. Northrup Foundation
c/o Trinity University, Individually
and as Agent for the State of Texas

Trinity University, Individually
and as Agent for the State of Texas

Sunshine Cottage School
for Deaf Children, Individually
and as Agent for the State of Texas

e = ‘__'___,-. e e e -~ —
[ 1
I i =
|
4 48
‘ ]
EXHIBIT “A” : o 8 E
Attached to and made a part of that certain Assignment of Oil and Gas Leases lgg — o 8
dated October _2__, 2006 by and between Carmony Exploration, LLC and \& ;E = é
James R. Smail, Inc., et al B E § § E
A3E I =1 "
H- P |-
S8 =
588 4 < o8
2eg
LESSEE DATED RECORDED ACREAGE ZES 5 g
28 o
Tierra Exploration, Inc. 04/18/2005 OPR Volume 703 SW/4, SW/4NE/4, W/2SE/4 Section 28, é g %
Page 709 Township 2, Block 56, T&P Ry. Co. Survey, ]
Reeves County, Texas LE sa
B4 o
kzs3 3 o
; el &
Tierra Exploration, Inc. 04/08/2005 OPR Volume 703 Same as above [ 8 8
Page 721 AN =
3 w
#
1% E
Tierra Exploration, Inc. 04/08/2005 OPR Volume 703 Same as above I' ‘A
Page 734 f El&
| (=3 B
M|
Tierra Exploration, Inc. 04/25/2005 OPR volume 703 Same as above A .
Page 747 E
3
Ta ]
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)
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) £ E 3
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|
- 5 g E
o o | . — ]
L L .w LR LE R ]
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True and Correct

-

copy of

-

Original filed in
Reeves County
Clerks Office




=D
oo PNF] 05269

[4

2[22 /0

Al

X TEM

rt

Date Filed:

ionfr
C

Jerny, .Patterson,%m iss

By

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

The above and foregoing is a full, true and correct photographic copy of the
original record now in my lawful custody and possession, as mefﬂ is
faled.frecq7rded in the public_records of my office, found in VOL.

PaGE_/11 THRU_ 713 nﬁﬁéﬁbgum.xc'

72 DIANNE 0. FLO COUNTY CLERK
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REFERENCE
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P'ﬁ'ﬂK 7 U U PAGE 1 4 8 r'rue and Correct
[ . copy of
Original filed in
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Clerks Office
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ASSIGNMENT OF OIL, GAS AND MINERAL LEASES

STATE OF TEXAS §

§  KNOW ALL MEN BY THESE PRESENTS:
COUNTY OF REEVES  §

That, TIERRA EXPLORATION, INC., whose mailing address is P. O. Box 56,
Midland, Texas 79702 (hereinafter called “Assignor”), for and in consideration of the
sum of Ten Dollars ($10.00) cash and other good and valuable consideration paid by
CARMONY EXPLORATION, LLC, whose address is 5600 S. Alexander Court,
Greenwood Village, Colorado 80121-1726 (hereinafter called “Assignee™), the receipt
and sufficiency of which are hereby acknowledged, does, subject to the terms and
provisions herein contained, hereby transfer, sell, assign and convey unto said Assignee,
its successors and assigns, ALL of Assignor’s right, title and interest in and to the Qil,
Gas and Mineral Leases described on Exhibit “A” attached hereto, and by reference made
a part hereof, and the lands covered by such leases insofar only as such lands are
described in Exhibit “A™:

Executed on the 10th day of August, 2005.
TIERRA EXPLORATIJON, INC.

By: /@

R:alph/ﬁaa, Jr., President

STATE OF TEXAS §

§
COUNTY OF MIDLAND  §

This instrument was acknowledged before me on the 10th day of August, 2005 by

Ralph Lea, Jr., President of Tierra Exploration, Inc., a Texas corporation, on behalf of
said corporation.

o W
A LuNeLLe zeck Notary Public in and for the
Q{‘ o] Natary Pubiic, Stats o Toras .
?{"‘-ﬁ ’«f/ My Commission Expires 07-12-08 State of Texas
.oo .0. :°‘ .:: .E.
Tep il ti. b
ses ® °se 3
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for the State of Texas 4135 3 BAseFILE g °
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Date Filed:

2

CERTIFIED TRUE AND CORRECT copy CERTIFICATE
STATE OF TEXAS

COUNTY OF REEVES

The above ang foregoing is a fui| e and cormrect Photographic co
onginal record now in my fawiyl

0Dy of the

Cusiody ang possession, as the 7%5

filed/recorded in the pubi (ds of my office. found in VoL
Pacs 148 1o 165 QFFICIAL PUBLIC

CORD
ﬁ‘ I'hereby centified on _LI_-,-2_I;2(EL =
e %

, %% DIANNE 0. FLOREZ, co CLERK
8 . REEYES COUNTY, TEX
s (/% DEPUTY



T E XAS GENERAL LAND OFFICE

JERRY PATTERSON, COMMISSIONER

December 9, 2005

Ralph Lea, Jr

Tierra Exploration, Inc.
PO Box 56

Midland, TX 79702

RE: Assignment filing; GLO ID 5290
Dear Mr. Lea,

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

Assignment of Oil, Gas and Mineral Leases, executed August
10", 2005, from Tierra Exploration, Inc., as Assignor, to Carmony
Exploration, LLC, as Assignee. ME104467.

MF105269
Filing fees of $0.00 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 Boéd

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



Exhibit "A"

GLO ID County Lease
5290 Reeves ME10446+
MF10536 9

Friday, December 09, 2005



TIERRA EXPLORATION, IN?. = =
~ P.0.Box56 ot fe
Midland. Texas 79702 O:J Brr -5 FM a:

Phone: 432-682-1005

November 30, 2005

Mr. Drew Reid

Texas General Land Office
1700 North Congress Avenue
Austin, Texas 78701-1495

RE: SW/4, SW/4NE/4, W/2SE/4, Section 28,
Township 2, Block 56, T&P Ry. Co. Survey,
Reeves County, Texas
containing 280 acres, more or less

Dear Mr. Reid:

In accordance with paragraph 27A of the four General Land Office Oil and Gas Leases
covering the captioned acreage, please find enclosed a Certified Copy of that certain
Assignment of Oil, Gas and Mineral Leases from Tierra Exploration, Inc. of Midland,
Texas to Carmony Exploration, LLC of Greenwood Village, Colorado dated August 10,
2005.

Thank you for all of your help and cooperation in this matter. Please advise of any
additional documentation or information needed.

Sincerely,
TIE LORATION, INC.
INEa_
Rélph Lea, Jr., CPL
President
RLIJr./1z
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_Plat 2£ lease tracts

Date Filed: 03/ag/a0/d

Jerry E. Patterson. Commissioner
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RECEIVED \(\,\6\
r_._.g__.__. RAILROAD COMMISSION OF APR 0 & 2006
Type or print only Oil and Qas Division | Form W-2
Y- Y- D6 IQYI Rev. 4/1/83
_{AnNe 43. 385-32351] 7. RRC Degtrict Na.
8
Oil Well Potential Test, Completion or Recompletion Report, and Log | & ARC Lo Ko
1. FIELD NAME (ss per RRC Recotds of Wikdcst) 1 LEASE NAME 2 Weil No \m
Wildcat Trinity State “28" 1
3. OPERATOR'S NAME (Exactly aé shown on Form P-5, Organbation Report) RRC Oporator No. 10. County of well site
Draco Energy, Inc. 227845 Reeves
4. ADDREES ; 11. Purpose of filing
P.0. Box 11404 ; Midland, TX 79702 L
£ If Operator has changed within st 80 days. naune forosr operalor
SR R
Ga Localion [Soction. Block. and Survey) 6b. Distancs and directon to nesrest town In this county,
Sec 28, Blk 56 T-2, T&PRR 3 miles East of Orla Rchise D
12 If warkover or recisss, give former fiekd [with reservoir) @ gas 1D or ofl lotse no. GAS 1D or ou-0 WELL MO
FIELD @ RESERVOIR OlLLEASE* | Qaa-0 — D
o+ i (expiain n Recarks)
13 Type of cectric or other log run 14. Compietion ér recompietion date
GR=N-D 2/25/Q06
SECTIONI: POTENTIALTES8T DATA IMPORTANT: Test should be for 24 hours unless otherwise specified in fleld rules,
15, Date of test 18. No. of hours tested 17. Production method (Mummmmmu— 18. Cholce size
3/05/06 24 Sk 8 Tpe i ¥ Flowing. 24/64"
18, Production during » Ofl - BBLS Gas — MCF Water - BRLS Gaa - Oil Ratio Firwing Tubtng Pressure
Teat Period 55 34 _168 618 jotel Psl
20 Caleulated 34- . O1l - BBLS Oas — MCF Water — RBLA Oul Oravity—API—00° | Caaing Presaure
Hour Rate 55 34 168 39.9 0-Pkr Psl
21, Was swab used during this tesi? Ve D s noségradmrdpﬂarwm&vlw-&] ummw
REMARKS: “Pro-Ta, T ALy = s
(att) = Ao rfrg Ava
1'// 2% v

INSTRUCTIONS: Filean original and one copy of the completed Form W-2 in the appropriate RRC District Office within
30 days after completing a well and within 10 days aflter a potential test. If an operator doca not property report the
results of a potential test within the 10-day period. the effective date of the allowable assigned to the well will ngt

back more than 10 days before the W-2 was received in the District Office. (Statewide Rules 18 an c%
completion or recompletion. fill In both sides of this form. To report a retest, fill in only the !mnﬁ OF

readings or (b) the top Loy botlom gauges of ench tank into which production was run during the test. | further certify that the potent
of oy knowledge.

WELL TESTER'S CERTIRCATION O G
’ 1 dechare under permities preseribed tn Scc. 91.143, Touse Nalural Rescurces Code, that | conducted or supervisad this test by

Draco Energy, lnc.

Name of Company RRC Representative
Ao
s
OPERATOR'S CERTIFICATION
| deciare uncer penalties prescribed Lo Sec. B1.143. Texaa Natura! Resowrces Code, that | am authorized (0 make thia report. that this repost was prepared
by me or under my supervieion and direction. and that data and facts stated therein are true, cormect. and complcte. (0 the beat of my knowiedge. e
P
. 4"
John E. Scherer, Jr Vigce President -~ -
Typed or printed name of opeTator's representaiive i " f
432-687-4661 3 /20 /06 i,
Telephone: Arms Cote  Number Dass mo. dxy yesr 8

v A



0

, APR-0S-2086 B3:48 Fh P.o2
ECTONI . . DATA OW WELL COMPLETION AND LOG (Mot Raquired on Retoet)
Mﬁuﬂw Z&mmmmﬂ. DATE © PERMIT NQU
1) - T A.;_ Rutle 37 CASE NO.
nm« &‘ will was fied |n Name of Exneption . w5k
A 470t VY Dk t Water injectian RETIRr S | 15 g MERMIT NO.,
Dr&CO EM’RCG T s -‘y g Permit }e ., -\., ,.“.,:“?:n:_f'.;,.‘ ' ]
17. Number of prediing &0’ thidl lemae [ 25 Total number of acres mzmoupu PERMIT NO.
this ficki (reservolr] titisdizg this well ., . in this lcase Permift Lt
A ' 280 Other PIRMIT NO.
S. Dute Phyg Dack, Decpening. | Comemenced | Completed | 30. Distance to nemrmst well, )
mwm; _‘[;t' (.",- | Samae Lasse B Hestrvolr
Yy iT1/10/06 | 1/20/08 N/A
1. Loomtion of wei, reletivi %0 rsitrast Mids boisnanres ! b8b Feet From ELAST Lneund 100/ Pat fram
of leaae on which this wel \s loceted |___South Lineofthe 1PiN1ty State "eg" Lease
2. Elevation {DF, RN®, KT, OR, £IC.) 35, Was directional survey made other S
2805 GR Wi 7 than Indination (Form W—12)? D Yen Mo
4 Top of Pay 33 Total Depth | S8 P. B Depth svsmﬁmm:;[m D @ 350, -;4.5‘0 g&; m o ot 12/1/05
_3g23' 3800 3750" 1“"“"“‘:"""““““9!‘“'” Dt_of Letter
&hmwm? N.E_O- ;uwmlmmmrmn—tmﬂug:;nlshum&ufom%i nlrn-r-d-, lhury CT:::
No ) (1701 s |y FIELD ® RESERVOIR OlL LEASE # | Cas—0 T -u'Q-TD
1. Name of Drfiiing Contractor _ W <pr= o ghmmw
Patterson/UTI E] vo [Jn
3. CASING RECORD (Rport All Sirings Set in Well)
MULTIOT. TYPE # AMOUNT TOP OF | SLURRY oL
CARM WIS WIAE ||y DEEI AN mnn:frﬂ: CEMENT (sacks) | [OLE SZE cxmnr 37y ou
N :3-74: 0 J2¥ 11307 {1010 CT "€ [ 12 174" | Surface 1411
5 1/2" 15,.5¢ 3800 400 sx “C"/paz 7 7/8" 2020° 520
. LINER RECORD
i T ToP Botiom Secks Cement Berven
5 TUBING RECORD [48. Producing Interval (this completion) ndiaaix depth of perfartion or open how
Sise __ Depth Set Packer Set |_From 3227 ™ 3244
2 3/8" 3104 3104 | Frewm Tu '
From To
From T
7 ACID, SHOT, FRACTURE. CEMENT ARQUEEZE. ETC.
Dapth hatarve) Ameunt xnd Kind of Matseial Lsed
1227-3244 1250 qals 7 1/2% NEFE _HCL
: 12,500 X-Link: 2% KCL+13,750# sang
5. FORMATION RECORD {LIST DEPTHS OF PRINCIPAL GEOLOGICAL MARKERS ANP FORMATION TOPS)
Formatiand - Dapth 1 Formma tiorr Dapth
lustler .1090" I
lelaware ' U 3180
lamspy. .. ..o . 3222
[5 RKS L (- ’ Z Lo ' (L . o 0. /” --‘ ‘A 7 A g R o & VPN
Z 2 Yy o5, o Fodic e OO el
W T 7 gren 70 B oy e
{ AR < 1. LT




OPERATOR/WELLBORE Page 1 of 1
Operator/Wellbore/PDQ Results
Print
OPERATOR/WELLBORE
API: 389-32391

|WELLBORE STATUS OPEN
[LAST PERMIT ISSUED 610105
[LAST PERMIT OPERATOR NUMBER 227845
[LAST PERMIT OPERATOR DRACO ENERGY, INC.
[LAST PERMIT LEASE NAME [TRINITY STATE "28"
TOTAL DEPTH 3800
SURFACE LOCATION Land
ABSTRACT
SURVEY T&P RR CO
BLOCK 56 T2
SECTION 28
[DISTANCE 1 1900
[DIRECTION 1 E
[DISTANCE 2 1667
[DIRECTION 2 S

Qil/Gas Imaged Records for API: 389-32391

COMPLETION INFORMATION
[PRORATION SCHEDULE OIL
[DISTRICT 08
[LEASE/ID 37754
[OPERATOR NUMBER 227845
[OPERATOR DRACO ENERGY, INC.
|LEASE NAME [TRINITY STATE "28"
[FIELD SAND BEND DRAW (RAMSEY)
WELL NUMBER 161
TYPE WELL PRODUCING
[ON SCHEDULE YES
Production Data Query(PDQ) 0Oil/Gas Imaged Records for Lease/ID: 37754
PLUGGING INFORMATION
DATE PLUGGED
PLUG DEPTH
PLUGGING OPERATOR
PLUGGED LEASE
http://gis2.rrc.state.tx.us/cgi-bin/wellattrs.cgi?apinum=38932391 5/1/2014



File No. MF /05269 )
ki records: 43~ 289- 32 39/

Date Filed: _23/a8/a014 _

Jerry E. Patterson, Commissioner

By __ale .




RECLIVED
DRILLING INFO RAILROAD COMMISSION OF TEXAS

OIL AND GAS DIVISION

Flugaing, Record

11

- N
R
O
FORM W-3
Rev. 12,92 (99)

isr
AUG 2 4 2005
API No. (if available)
AILROAO COMKISSION 42-389-22418

1. RRC District

8

FILE IN DUPLICHTXASITH DISTRICT OFFICE OF DISTRICT IN WHICH
WELL IS LOCATED WITHIN THIRTY DAYS AFTER PLUGGING

4. RRC Lease or [D

Number 37754 ¢ /]

2. FIELD NAME (as per RRC Records) 3. Lease Name 5. Well Number
Wildcat Trinity State "' 28" 42
6. OPERATOR 6a. Original form W-1's filed in name of: 10. County
Draco Energy, Inc Draco Energy, Inc Recves

7. ADDRESS 6b. Any subscquent W-1's filed in name of:

11. Date Drilling Permit Issued

P.0. Rox 11404 Midland, TX 5/08/2006
8. Location of well, relative to nearest lease boundaries 1841 feet from Fa3st line and 467 feet from 124 Permit Number >
of lcase on which this well is located South tincofte Trinity State " 28" lease ¢ 6188A5 \
9a. SECTION, BLOCK and SURVEY 9b. Distance and dircction from nearcst town in this county te Drllin, Com{mlnccd
Sec 28- Blk 56 T-2 T&P RR 3 Miles Fast of Orla 5727706
16. Ty Well Il (0il, gas/{Total Depth JIf multiple completion list all field names and oil leasc or gasidno's| GasIDor Ol -0 Well # 14. Date Drilling Completed A
orldry) Ny / 3457 Oil Lease # Gas - G 6#951[96”/‘4 e
18, 1f Qa‘s; amt” of cond. on 15. Date Well Plugged
hand at time of pluging 6/05/06
CEMENTING TO PLUG AND ABANDON DATA: PLUG #1 PLUG #2 | PLUG#3 PLUG #4 PLUG#6 | PLUG#§ | PLUG#7 | PLUG #8
*19. Cementing Date 6/4/2006 6/4/2006 6/4/2006 6/4/2006 642006 A . 5 e
20. Size of Hole or Pipe in which Plug Placed (inches) 778" 77/8" 8 58" 8 5/8" 858"
21. Depth to Bottom of Tubing or Drill Pipe (f) 3200' 1270 1000' 500" 15
*22. Sacks of Cement Used (each plug) 60 60 4 35 L &5 15
*23. Slurry Volume Pumped (cu. ft.) 79.8 79.8 46.5 " 86.5 19.9
*24 Calculated top of Plug (ft.) 2964' 1034' 864' 7 Surface
23 Measured Top of Plug (if tagged) (ft.) L 850 ‘l
*26. Slurry Wt #/Gal. 14.8 14.8 14.8 li.B 14.8
*27. Type Cement C Neat C Neat C+2% CC Q’Ncat C+2% CC
28. CASING AND TUBING RECORDES AFTER PLUGGING y 29 Was any nm«h-tl]ﬂb]‘g m{ucrjal (other than casing) left in this well? qu No
SIZE WT.#/FT. |PUT IN WELL (f.)|LEFT IN WELL (f.) HOLE SIZE (in.) |29 If answer to a.bme 15 "Yes” state depth 1o top of "junk® lefl in hole and briefly
8 5/8 32 1220 1220 12%. ™ describe non-drillgble material. (use reverse side of form if more space is needed )
N \ . %o

30, LIST ALL OPEN HOLE AND/OR PERFORATED INTERVALS N ; N

FROM 1220 10 3457 FROM & 10 A i

FROM TO FROM, 0 "9 Iy,
FROM TO FROM TOJ 7 U
FROM TO FROM 0 TNy

FROM TO FROM i O T

"'" Ef'. .’_';'f’ :")-'0
Ihave knowledge that the cementing operations, as reflected by the information found in this form, were performed as mdu:arqd_iw such mf&-rnatmn‘
* Designates jtoms ,!n be completed by C ting Company. Items not so designated shall be completed by operator. " e AL :}r -
> va SJuy

BJ Services *

K2l ont KOG

NM&{{E@@MQ Cd;r\f&any
CERTIFICATE: RECORDS -y |

I declare under penalties preseribed in See, 91,143, Texas Natural Resources Code, that 1 am authorized to make this report, that this report u';‘s' ‘

Signature of C'emle/ru.s{ or Authorized Representative

. =
prepared by me or under my supertision and direction. and that data and facts stated therein are ture, correct, and complete, to the best of my

PHONE 437 e
Al

knowledge

}

. 4P
witt o /(...’i"-1‘v“

REPRESENTATIVE OF COM(’ANY

V-P
TITLE

1/25/06
Date

a,-f' ot -

/

f I g
3|GNATURE REF’RESENTATNE OF RAiLRC{AD COMMISSION

NUMBER



N NT TR % T ey
/ N\ .“Iy Os \/'1, ” © ?'-!- {f
N\ " \:) s % R SO
nN \% e\ <%
N -?f @ \, g., /( \%,
4 N, %
31, Was woll Fllod with mud-lade fiud, Olves 32, How was mud applicd? NMW\%@%/
. - T
according to the regualtions of the DVO DP 10.2 \ K Qf\ e
Railroad Conmnission? = 2 O>/
34. Total Depth Other Fresh Water Zones by T.D.W.R. 35. Have all abandoned wells on this lease been plugged according to R R € Kules? .

CIve
TOP BOTTOM 36. If No, Explain
Depth of Decpest 450N a5N
Fresh Water
37. Name and address of cementing company who mixed and pumped cement plugs in this well

BJ Services (dessa TX

gD:\tc RRC Disrtict Office notified of plugging
38. Names(s) and address(es) of surface owners of well site

6/04/06

Texas Pacific Land Trust

1700 Pacific Avenue
Suite 1670

Dallas TX 75201

39. Was notice given before pluwu the above?

Yes
FILL IN BELOW FOR DRY HOLES ONLY

40. For dry holes, this form must be accompanied by either a driller’s, electric, radioactivity, or acoustical sonic log or such log must be released 10 a commercial log senvice.

E Log Attached D Log released 10

Date
Type Logs:

D Driller's I:l Electric m Radioactivity D Acoustical / Sonic
41. Date FORM P-8 (Special Clearance) filed:

42, Amount of oil produced prior to plugging bbls*
File FORM P-1 (Oil Production Report) for moth this oil was produced
RRCUSEONLY
Nearest field

REMARKS




File No. MF/05269 Iz
_Well Becordls: 43-389- 3248

Date Filed: aBQS’éQ/f

Jerry E. Patterson. Commissioner

By _ ¢ . —
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RAILROAD COMMISSION OF TEXAS

ginfo Inc-1994-47529-2014/05/01 11

©Ofl and Gas Division Form W-2
Rev. 4/1/83
-0
_[AmNa. 43 385-32481 1.mc;mm
’ 8
Oﬂ)&é’otcnﬂal Test, Completion or Recompletion Report, and Log &3“3;9!‘ ;-H}
1. FIBCD NAME (s per RRC Records or 2 LEASE NAME 0. Well No.
sand Bend Draw (Ramsey) ‘; Trinity State "28* -~ 5
3, OPERATOR'S NAME {Exactly as shown on Form P-5, Organization Report) R‘ch;muruy 10. County of well
Draco Energy, Inc. 227845 Reeves
4. ADDRESS 11, Purpose of filing
P.O. Box 11404 Midland, TX 79702 ol E
5. If Operator has changed within last 60 days. name former operator D
~ Retest
e Location (§etion, Biock(and Survey) P [ and direction t5 nearest town In this county.
Section 28, Blk 56 T2, T&P RR Co. 3 miles East of Orla foss D
12 If workover or reclasa, give former fleld (with reservolr] & gas ID or oll lease na. GAS ID or o1 -0 WELL NO.
FIELD # RESERVOIR OIL LEASE. # Cms -G
‘Well record only
lexplain In Remarks)
13. Type of dectric or other log run 14. Completion or recompletion date
GR-N-D DLL 12/29/07

o

SECTIONI: POTENTIALTESTDATA IMPORTANT: Testshould be for 24 hours unless otherwise specified in fleld rules.

5

6. Date of test 16, No. of hours tested 17. Production method (Flowing, Gas Lift, Jetting, Pumping— 18. Choke size
[ 1/05/08 24 Stee & Type of puazmp) Flowing 10/64"
18. Production during > o1 - BBLS Gas — MCF Water - BBLS Gas - ouyue Flowing Tubing Prossure
Test Period 6.2 7 64 1129 220 PSI
20. Calculated 24- o1l - BBLS Gas — MCF Water — BBLS Ol Gravi Casing Pressure
Hour Rate 5 (0. 2~ PSI
21. Was swab used during this test? D E] uwgwwmwmutmrmbdwdh) 23. Injection Gas—Oil
Yes 1 Ratio
REGaey i,
REMARKS: -
CENTRAL REZIRDE  oecEWNED

nm m
FEB2g 2l RROTT
| &
INSTRUCTIONS: Hkmoﬂ@ﬂnﬂomwwdﬂxmpk@?mwalumcnmmwu

30 days after completing a well and within 10 days after a potential test. If an 3G
results of a potential test within the 10-day period, the effective date of the allowable assigned to the well will not

back more than 10 days before the W-2 was received in the Diatrict Office. (Statewide Rules 16 and 51) To

campletion or recompletion, fill in both sides of this form. To report a retest, fill in only the front side.

1 dedlare under penalties prescribed in Sec. 81.143, Texas Natural Resources Code, that 1 conducted or supervised this test by obwervation of (a) meter
readings or (b) the top and bottom gauges jmmmmmwmmmmmtlhﬂhﬂmﬁmmmmmmm
L of oy knowiedge.

dyﬂ QJ;Y Draco Energy, Inc.

%WWJV 5’]/// Name of Company RRC Representative

} WELL TESTER'S CERTIFICATION

I declare under penaltics prescribed in Sce. 91,143, Toxas Naturs Code, that ke this report, that this report was prepared

} OPERATOR'S CERTIFICATION
wmwmﬂqummmmmmmmtmannumfénmmhgmuubmdww

John E. Scherer, Jr. President 7 N
Typed or printed name of operator's representative /
432-687-4661 1/ 08 / 08

Telephone: Area Code Number Date: mo. day year

s
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DrillingInfo Inc-1994-47529-2014/05/01 11

SECTWON DI

DATA ON WELL COMPLETION AND LOG (Not Required on Retost)

nll‘r!: ‘/ FERMIT NO,~|

24. Type of Completion: m#rmg:&[)rm
ug or
New Wet AR [ S N i) T i Decpen 7/10/2007 641561
Rule 37 CASE NO.
26. Notice of Intention to Drill this well was filed in Name of Exception
Draco Energy,Inc. Water Injection PERMIT NO.
Permit
27. Number of producing wells on this kease in 28. Total number of acres Salt Water Disposal PERMIT NO.
this field (reservoir) Including this well 10 this lease Peamit
2 280 Other PERMIT NO.
28. Date Phug Back, Decp £ | C 20. D to nearest well,
WorkOver or Drilling I Og_ | 8 ’g’ (] Same Lease # Rescrvolr
Oiceations: | 08/08/07 i.wau,w?v 1531'/ -
31. Location of well relative (0 nearest kease boundaries 11200 7 Feet From South”  Lincand 1800 <  Feet from
{ lease on which this well is located F
g s \Hest ~ Uocofthe  Trinity State "28" Lease
32. Flevalion (DF, » GR. ETC.) 33. Was directional survey made other
2801' GR '28[”' ,QK_B umlwlwmlmw—ul? D Yes m No Bl
34. Top of Pay 35. Total Depth 36. P. B. Depth 37. Surface i . m’
. ] . nuawmwnm D 35'0 RH d'ﬁévg.n. Dt of Letter
3216 20 3266 | Ratiroad Commsston | DL of Letter 7~ 23~
38. I well multiple completion? | 39. If mul Ust all names [ in this well) and Oil Lease 40, Intervals | Rotary | Cable
or Gaa ID No. GAS D or | Oil—O WELL Drilied | Tocls | Tools
No FIELD & RESERVOIR OlL LEASE # | Gas—G by 10-TD |
1 ]
41. Name of Drilling Contractor 42 [a Cementing Aflidavit
United Drilling E] e D S
ey CASING RECORD (Repoct All Strings Set in Well}
p MULTISTAGE | TYPE # AMOUNT TOP OF SLURRY VOL
CASING SIZE WT #/FT. DEFPTH SET Prrsabia . HOLE SIZE comenr |/ an
8 5/8% 7 324 1304 7, 1025 sx € /| 12 1/a" Surface 17432
sazae 7 I 35y 3g18' 7 300 exC 7 | 717/8" 7| 2160' % 390 <
44, LINER RECORD
Size TOP Bottom Sacks Cement Screen
45. TUBING RECORD 48, Producing Interval (this completion! Indicate depth of perf or open hale
Size Depth Set Packer Set From 3216' To 4219
2 :3/8" 3101° From To
From To
From To
AT ACID, SHOT, FRACTURE, CEMENT SQUEFZE. ETC. -
Depth Interval Amount and Kind of Material Used
3275-91' 24 holes 1500 gals 10% NEFE acid

3266' Cement Retainer /

/| squeeze w/ 75 8x Cl "C" cement

3216-19' 9 holes 1000 gals 7 1/2% acid + 15.000 gal+15,.000§ frac
48. FORMATION RECORD (LIST DEPTHS OF PRINCIPAL GEOLOGICAL MARKERS ANIy FQRMATION TOPS)
Formations Formations Depth
Bell Canyon 3174"
Ramsey Sand 3216
REMARKS
a3l
A

1991H9

Lwaae arvi



OPERATOR/WELLBORE

Operator/Wellbore/PDQ Results

Print

Page 1 of 1

OPERATOR/WELLBORE
API: 389-32481
WELLBORE STATUS OPEN
LAST PERMIT ISSUED 641561
LAST PERMIT OPERATOR NUMBER 227845

LAST PERMIT OPERATOR

DRACO ENERGY, INC.

LAST PERMIT LEASE NAME

[TRINITY STATE "28"

3420
Land

TOTAL DEPTH
SURFACE LOCATION
ABSTRACT

SURVEY

BLOCK

SECTION

DISTANCE 1
[DIRECTION 1
[DISTANCE 2
[DIRECTION 2

Qil/Gas Imaged Records for API: 389-32481

COMPLETION INFORMATION

[PRORATION SCHEDULE OIL

DISTRICT 08

LEASE/ID 37754

OPERATOR NUMBER 227845

OPERATOR DRACO ENERGY, INC.

LEASE NAME TRINITY STATE "28"

FIELD SAND BEND DRAW (RAMSEY)
WELL NUMBER 3

TYPE WELL PRODUCING

ON SCHEDULE [YES

Production Data Query(PDQ) 0il/Gas Imaged Records for Lease/ID: 37754

PLUGGING INFORMATION

IDATE PLUGGED

[PLUG DEPTH
PLUGGING OPERATOR
PLUGGED LEASE

http://gis2.rre.state.tx.us/cgi-bin/wellattrs.cgi?apinum=38932481 5/2/2014
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RECEIVED
CENTRAL RECORRAILROAD COMMISSION OF TEXAS

Type orprintonly | Otl and Gas Division Form W-2
/ OCT 13 2010 Rev. 4/1/83
483-046
XUSTIN, EXAS [AP1No 42-389-32541 7. RRC Diatict o
Oil Well Potent&éc, Completion or Recompletion Report, and Log | & R u-e] 54
1. FIELD NAME (as gu'RRCRmoMaor t) 2. LEASE NAME 9. Well No.
Sand Bend Draw (Ramsey) Trinity State "28"
3. OPERATOR'S NAME (Exactly as shown on Form P-5, Organization Report) RRC Operator No. 10. County of well site
Draco Energy, Inc, 227845 Reeves
4. ADDRESS ' 11. Purpose of filing
P.O. Box 11404 Midland, TX 79702
Initial Potential
5. If Operator has changed within last 60 days, name former operator
SNONEE B
6a. Location (Section, Block. and Survey) 6b. Distance and direction to nearest town in this county.
Sec. 28, Blk 56, T&P RR Co. 3 miles East from Orla - [:]
12. If workover or reclass, give former fleld (with reservolr) & gas D or oll lease no. GAS ID or O -0 WELL NO.
FIELD & RESERVOIR OIL LEASE # Gas - G D
Well record only
(explain In Remarks)
13. Type of electric or other log run 14, Completion or recompletion date
GR-N-D and DLL 2/9/10
e Zuime
SECTION[: POTENTIALTESTDATA IMPORTANT: Testshould be for 24 hours unless otherwise specified in field rules.
15. Date of test 16. No. of hours tested 17. Production method (Flowing. Gas Lift. Jetting. Pumping— 18. Choke size
2| 1Ll C 24 St FTypetipinyl D] owing 10/64"
19. Production during > Ol - BBLS Gas — MCF Water - BBLS Gas - Oll Ratio Flowing Tubing Pressure
Test Period 26 25 962 0 PSI
20. Calculated 24- = Oil - BBLS Gas — MCF Water — BBLS Otl Gravity—API—60° | Casing Pressure
Hour Rate 26 25 18 39.6 0 PSSl
21. Was swab used during this test? 22. Ol produced prior to test (New & Reworked wells) 23. Injection Gas—Otl
Yes D No . 1139 bbls Ratio
REMARKS:

INSTRUCTIONS: Filean original and one copy of the completed Form W-2 in the appropriate RRC District Office within
30 days after completing a well and within 10 days after a potentlal test. If an operator does not properly report the
results of a potential test within the 10-day period, the effective date of the allowable assigned to the well will not extend
back more than 10 days before the W-2 was received in the District Office. (Statewide Rules 16 and 51) To report a
completion or recompletion, fill in both sides of this form. To report a retest, fill in only the front side.

ties prescribed In Sec. 91.143, Texas Natural Resources Code, that | conducted or supervised this test by observation of (a) rneter
‘top and bottom gauges of each tank into which production was run during the test. 1 further certify that the potential test data n;qm
t. and complete. to the best of my knowledge. "

Lon Estes Draco Energy, Inc.
L
Fgm;&-:'wdl Tester Name of Company RRC Representative el

’ WELL TESTER'S CERTIFICATION %

OPERATOR'S CERTIFICATION
I declare under penalties prescribed in Sec. 91,143, Texas Natural Resources Code, that 1 am authorized to make this report. that this report was prepared /

by me or under my supervision and direction, and that data and facts stated therein are true. correct, and complete, to the best of my knowledge

7

John E. Scherer, Jr. President o )/

Typed or printed name of operator’s representative w O/ s\ )
432-687-4661 04 s12 410 Z/ ) <

Telephone: Area Code Number Date: mo day year SL{m fm

i

e —_

’ ./ Y {7 N oS



L

SECTION Il

DATA ON WELL COMPLETION AND LOG (Not Required on Retest)

24. Type of Completion: 25. Permit to Drill DATE PERMIT NO.
ug or
New Well E Deepening D Plug Back D Other D Deepen 5/21/2008 661079
Rule 37 CASE NO.
26. Notice of Intention to Drill this well was flled in Name of Exception
Draco Ene rgy ; Inc. Water Injection PERMIT NO.
vy ‘J'GTF.\B 5/5 /Oﬁ
27. Number of producing wells on this lease In 28. Total number of acres Salt Water Disposal ‘ RMIT NO.
this field (reservoir) including this well In this lease Degiing "2 50, 4095 g
L
3 280 1 Other ’T/i mpzmrrno.
29. Date Plug Back, Deepening, | Commenced | Completed | 30. Distance to nearest well,
WorkOver or Drilling I | Same Lease & Reservolr 1S5 >
Operations: 11/4/10 }1/12/10 1231°
| .
31. Location of well, relative to nearest lease boundaries [ 36 Feet From East Lincand 467 Feet from
of lease on which this well is located L South Line of the Trinty sState W Cohne
32. Elevation (DF, RKB. RT. GR, ETC.) 33. Was directional survey made other
2811" than inclination (Form W—12)? D Yes m No
34. Top of Pay 35. Total Depth 36. P. B. Depth 37. Surface Cnlngl ] O
3217! 3450" 14! Determined by:; Field Recommendation of TD.W.R Dt. of Letter
34 :Rulu } Railroad Commission (Speciall @ DLofletter //18/08
38, Is well multiple completion? | 39. If multiple completion. list all reservolr names (completions in this well) and Oll Lease 40. Intervals | Rotary | Cable
or Gas ID No, GAS ID or on—=0 WELL Drilled | Tools | Tools
No FIELD & RESERVOIR OIL LEASE # | Gas—G . by: | |
1 1
41. Name of Drilling Contractor 42. |s Cementing Affidavit
Eagle Rock Attached?
Drilling Yel DNO
43, CASING RECORD (Report All Strings Set in Well)
- MULTISTAGE TYPE & AMOUNT TOP OF SLURRY VOL.
CASING SIZE WT #/FT. DEPTH SET TOOL DEPTH CEMENT ( ) HOLE SIZE CEMENT Y
g 5/8" 74 1253 "' g75 1950 sks "CU' 12 1/74T sfc 1644
5 1/2°" 15.5 3450 =~0 45 sks "C"| 7 7/8" 11507 570
44. LINER RECORD
Slze TOP Bottom Sacks Cement Screen
45. TUBING RECORD 48, Producing Interval (this completion) Indicate depth of perforation or open hole
Size Depth Set Packer Set From 3216' To 32357
2 7/8" i o 1 e 31197 From To
From To
From To
47. ACID, SHOT. FRACTURE. CEMENT SQUEEZE, ETC.
Depth Interval Amount and Kind of Material Used
Perforate 3216-3235"
48. FORMATION RECORD (LIST DEPTHS OF PRINCIPAL GEOLOGICAL MARKERS AND FQRMATION TOPS)

Formations Depth Formations Depth
Deleware Lime 21747 0lds Sand 3250
Deleware Sand 3198 .

Ramsey Sand 3217!

REMARKS

L’L'Q' . J & :;. d

- Y




OPERATOR/WELLBORE

Operator/Wellbore/PDQ Results

Print

Page 1 of |

OPERATOR/WELLBORE
API: 389-32541
WELLBORE STATUS OPEN
LAST PERMIT ISSUED 661079
LAST PERMIT OPERATOR NUMBER 227845

LAST PERMIT OPERATOR

DRACO ENERGY, INC.

LAST PERMIT LEASE NAME

[TRINITY STATE "28"

TOTAL DEPTH 3450

SURFACE LOCATION Land

ABSTRACT
SURVEY
BLOCK
SECTION
[DISTANCE 1
[DIRECTION 1
[DISTANCE 2
[DIRECTION 2

Qil/Gas Imaged Records for API: 389-32541

COMPLETION INFORMATION

PRORATION SCHEDULE OIL

DISTRICT 08

LEASE/ID 37754

|OPERATOR NUMBER 227845

OPERATOR DRACO ENERGY, INC.

LEASE NAME [TRINITY STATE "28"

FIELD SAND BEND DRAW (RAMSEY)
WELL NUMBER 4

TYPE WELL PRODUCING

|ON SCHEDULE YES

Production Data Query(PDQ) Qil/Gas Imaged Records for Lease/ID: 37754

PLUGGING INFORMATION

DATE PLUGGED

PLUG DEPTH
PLUGGING OPERATOR
PLUGGED LEASE

http://gis2.rre.state.tx.us/cgi-bin/wellattrs.cgi?apinum=3893254 |

5/

o)
3]

I

014



File No._ME/05 369 ¢
_lel! Becorsls: #9-387 - 3354/

Date Filed: _03/ag/201¢

Jerry E. Patterson, Commissioner

By _X¥° e




RAILROAD COMMISSION OF TEXAS CERTIFICATE OF COMPLIANCE

0Oil ivisi -
e AND TRANSPORTATION AUTHORITY P-4
Austin TX 787112967 5/02
www.rre.state. feus READ INSTRUCTIONS ON BACK www-1
1. Field name exactly as shown on proration schedule 2. Lease name as shown on proration schedule
SAND BEND DRAW TRINITY STATE “28”
3. Current operator name exactly as shown on P-5 Organization Report 4. Operator P-5no. |35. Oil Lse/Gas ID no.| 6. County 7. RRC district
Draco Energy, Incorporated 227345 37754 REEVES 08
8. Operator address including city, state, and zip code 9. Well no(s) (see instruction E)
P O BOX 11404
Midland, Texas 79702 10. Classification 11. Effective Date
x 0l [JGas[ Jother (see instruction 4) 7/1/2011
12. Purpose of Filing (Completc section 2 or b below.) (Sce instructions B and G)
a. Change of: operator X oil or condensate gatherer D gas gatherer D gas purchaser D gas purchaser system code
field name from:
OR lease name from:
b. New RRC Number for: D oil lease D gas well Due fo: Dncw completion or recompletion [ rectass oit to gas [ rectass gas to oil
other well (specify) D consolidation, unitization, or subdivision (oil lease only)
13.- Authorized GAS WELL GAS or CASINGHEAD GAS Gatherer(s) and/or Purchaser(s). (See instruction GJ. . & ;
5 |8 Name of GAS WELL GAS or CASINGHEAD GAS Forshwser's [Peonont ol
5 |2 Gatherer(s) or Purchaser(s) As Indicated in Colunns to the Left RRC Tde 12¢g
g é (Attach an additional sheet in same format if more space is needed) Sﬁg‘gs = E %

D=3 ==
RRC OF TEXAS

JUN-3.0 2011
P S
Jong

' AUSTIN TX

14. Authorized OIL or CONDENSATE Gatherer(s). (See instruction G). -~ ! . RRC USE ONLY
Name of OIL or CONDENSATE Gatherer(s) - List Highest Volume Gatherer First Percentoff = |
(Attach an additional sheet in same format if more space is needed) Take |Reviewer's initials:
PERMIAN CRUDE TRANSPORT. LP 100 |Approval date:

15. PREVIOUS OPERATOR CERTIFICATION FOR CHANGE OF OPERATOR P-4 FILING. Being the PREVIOUS OPERATOR, I certify that operating]
responsibility for the well(s) designated in this filing, located on the subject lease has been transferred in its entirety to the above named Current Operator. Tunderstand, as
Previous Operator, that designation of the above named operator as Current Operator is not effective until this certificate is approved by the Commission.

[IName of Previous Operator Signature

1 Authorized Employee D Authorized agent of previous
Name (print) of previous operator operator (see instruction G)

itle Date Phone with area code

16. CURRENT OPERATOR CERTIFICATION. By signing this certificatc as the Current Operator, I certify that all statements on this form are true and correct and
[ acknowledge responsibility for the regulatory compliance of the subject lease including plugging of well(s) pursuant to Rule 14 er acknowledge that I assume

responsibility for the physical operation, control, and proper plugging of each well designated jn this filing. M also acknowledge that I will remain designated as the
Current Operator until a new certificate designating a new Current Operator is approved by fhe CGfmmission.

Tobn £ Sehevey 7. /,’QA@
Nams (print] 7 Zr?ﬁre N e / /r
@ﬂqﬂ‘/l//'ﬁ JTQZ Authorized Employce [ Axfffiorized agent of current

Title S of current operagor operator (see instruction G)

432-L87- 4L [

Phone with area code

E-mail Address (optional)




File No. MF /05269

~4 2

Date Filed: _LSM/%

Jerry E. Patterson. Commissioner

By &P




DrillingInfo One Page Production Summary

Page 1 of 2

DrillingInfo One-Page Production Summary Adrillinginfo
Taqg This
Element
API# 42-389-32391
Well# 1
Lease TRINITY STATE "28"
Field SAND BEND DRAW (RAMSEY)
Lease DRACO ENERGY, INC.
Operator Well Op History
County Reeves
State Texas
Location 1900.0 E/ 1667.0 S, T&P RR CO/CAMP, ] C
A-1308 Block:56T2S Section:28 First Most Recent| Cumulative | Gravity
Elaistini 2805 GR Prod. |Production| Production |(MCF & BBL)|(SG & API) Gatherer
Date Spud B Qil 3/1/06 2/1/14 69,873 0.00 PERMT
Date TD Gas | 3/1/06 2/1/14 145,733 0.00 REGEF
Logs Run
Most Recently Reported Monthly Production (12 Months
Mo/Yr Gas (MCF) Oil (BBL) Water| #Wells | #Wells| Avg Gas| Avg Oil | Avg Wtr
Produced | Sold|Used | vented/Fiared| Other | Produced| Sold |other|closing| (BW) [Flowing| Other |{MCF/D)|(BBL/D)| (BW/D)
3/2013 2,062 0 0 2,062 0 917] 542 0 569 0 1 1 33.26 14.79 0.00
4/2013 2,013 0 0 2,013 0 895]1,127 0 337 0 i 1 33.55 14.92 0.00
5/2013 1,766 0 0 1,766 0 785] 935 0 187 0 1 1 28.48 12.66 0.00
6/2013 1,788 0 0 1,788 0 795| 757 0 225 0 1 5 | 29.80 13.25 0.00
7/2013 2,217 0 0 2,217 0 859] 939 0 145 0 1 2 23.84 9.24 0.00
8/2013 2,292 0 0 2,292 0 888| 759 0 274 0 1 2 24.65 9.55 0.00
9/2013 2,166 0 0 2,166 0 839| 754 0 359 0 1 2 24.07 9.32 0.00
10/2013 2,328 0 0 2,328 0 902] 955 0 306 0 1 2 25.03 9.70 0.00
11/2013 1,690 0 0 1,690 0 655] 752 0 209 0 1 2 18.78 7.28 0.00
12/2013 1,924 0 0 1,924 0 746 770 0 185 0 1 2 20.69 8.02 0.00
1/2014 1,578 0 0 1,578 0 612| 568 0 229 0 1 2 16.97 6.58 0.00
2/2014 2,080 0 0 2,080 0 807| 553 0 483 0 1 2 24.76 9.61 0.00
Totals | 23,904 o] o 23,904 o| 9,700(9,411 o| 3508 0 --
Annual Production
o Gas Oil Water #Wells | #Wells Avg Gas Avg Oil Avg Wtr Annual | Annual
(MCF) (BBL) (BW) Flowing| Other (MCF/D) (BBL/D) (BW/D) |Dec. Gas|Dec. Oil
2006 12,425 8,701 —== 1 --- 40.87 28.62 0.00 o -
2007 8,798 5,808 e 1 Ses 24.12 15.92 0.00 29.2%| 33.2%
2008 13,309 5,575 - 2 e 18.24 7.64 0.00 -—- 4.0%
2009 14,196 6,387 - 2 2 973 4.38 0.00 - ms
2010 23,259 11,766 e 1 2 21.25 10.75 0.00 noe =
2011 23,130 10,070 == 1 2 21.13 9.20 0.00 0.6%| 14.4%
2012 22,404 9,950 S 1 2 20.47 9.09 0.00 3.1% 1.2%
2013 24,554 10,197 = 1 2 22.44 9.32 0.00 -—- --
2014 3,658 1,419 — 1 2 20.05 7.78 0.00 85.1%| 86.1%
Totals 145,733 69,873 - - -- -—- -— == - aes
Back
http://www.drillinginfo.com/wellSummary.do?action=summary&lid=1979100&hashcode=... ~ 5/1/2014
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DrillingInfo One Page Production Summary

Page 1 of 1

DrillingInfo One-Page Production Summary A drillinginfo
Tag This
Element
APL# 42-389-32481
Well# 3
Lease TRINITY STATE “28"
Field SAND BEND DRAW (RAMSEY)
Lease DRACO ENERGY, INC.
Operator Well Op History
County Reeves
State Texas
Location 1200.0 S/ 1800.0 W, First Most Recent| Cumulative | Gravity
Elevation 2811 KB Prod. | Production| Production |(MCF & BBL)|(SG & API) Gatherer
Date Spud Oil 3/1/06 2/1/14 69,873 0.00 PERMT
Date TD Gas | 3/1/06 2/1/14 145,733 0.00 REGEF
Logs Run GR-N-D,DLL,
Most Recently Reported Monthly Production (12 Months)
Mo/Yr Gas (MCF) Oil (BBL) Water | #Wells | #Wells | Avg Gas | Avg Qil | Avg Wir
Produced | Sold | Used | Vented/Flared | Other | Produced | Seld | Other | Closing | (BW) | Flowing | Other | (MCF/D) | (BBL/D) | (BW/D)
3/2013 2,062 0 0 2,062 0 917| 542 0 569 0 1 1 33.26 14.79 0.00
4/2013 2,013 0 0 2,013 0 B95| 1,127 0 337 0 1 1 33.55 14.92 0.00
5/2013 1,766 0 0 1,766 0 785| 935 0 187 0 1 1 28.48 12.66 0.00
6/2013 1,788 0 0 1,788 0 795 757 0 225 0 1 1 29.80 13.25 0.00
7/2013 2,217 0 0 2,217 0 859 939 0 145 0 1 2 23.84 9.24 0.00
8/2013 2,292 0 0 2,292 0 888| 759 0 274 0 1 2 24.65 9.55 0.00
9/2013 2,166 0 0 2,166 0 839 754 0 359 0 1 2 24.07 9.32 0.00
10/2013 2,328 0 0 2,328 0 902| 955 0 306 0 1 2 25.03 9.70 0.00
11/2013 1,690 0 0 1,690 0 655| 752 0 209 0 ] 2 18.78 7.28 0.00
12/2013 1,924 0 0 1,924 0 746 770 0 185 0 1 2 20.69 8.02 0.00
1/2014 1,578 0 0 1,578 0 612| 568 0 229 0 1 2 16.97 6.58 0.00
2/2014 2,080 0 0 2,080 0 807| 553 0 483 0 1 2 24.76 9.61 0.00
Totals 23,904 0 0 23,904 0 9,700] 9,411 0] 3,508 0 - - -
Annual Production
Yoar Gas Qil Water #Wells | #Wells Avg Gas Avg Oil Avg Wtr Annual | Annual
(MCF) (BBL) (BW) Flowing| Other (MCF/D) (BBL/D) (BW/D) Dec. Gas| Dec. Oil
2006 12,425 8,701 1 40.87 28.62 0.00 s ==
2007 8,798 5,808 1 = 24.12 15.92 0.00] 29.2% 33.2%
2008 13,309 5,575 2 18.24 7.64 0.00 - 4.0%
2009 14,196 6,387 2 2 9.73 4.38 0.00 e
2010 23,259 11,766 1 2 21.25 10.75 0.00 -
2011 23,130 10,070 1 2 21.13 9.20 0.00 0.6%| 14.4%
2012 22,404 9,950 1 2 20.47 9.09 0.00 3.1% 1.2%
2013 24,554 10,197 1 2 22.44 9.32 0.00 i ==
2014 3,658 1,419 1 2 20.05 7.78 0.00 85.1% 86.1%
Totals 145,733 69,873
Back
products & features | events & training | company | contact | about
© 2014 Drilling Info, Inc. All rights reserved. All data and information is provided "As Is"
and subject to the DI subscription agreement.
http://www.drillinginfo.com/wellSummary.do?action=summary&lid=1979100&hashcode=...  5/1/2014
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DrillingInfo One Page Production Summary

Drillinglnfo One-Page Production Summary

Page 1 of 2

Adrillinginfo

Taq This
Element
AP1# 42-389-32541
Well# 4
Lease TRINITY STATE "28"
Field SAND BEND DRAW (RAMSEY)
Lease DRACO ENERGY, INC.
Operator Well Op History
County Reeves
State Texas
Location 467.0 S / 2150.0 E, T&P RR CO/CAMP, 1 C .
A-1308 Block:56T2S Section:28 First |Most Recent] Cumulative | Gravity
Elaatisii 2811 Prod. |Production| Production |(MCF & BBL)|(SG & API) Gatherer
O oil | 3/1/06 2/1/14 69,873 0.00 PERMT
Date TD Gas | 3/1/06 2/1/14 145,733 0.00 REGEF
Logs Run GR-N-D,AND,DLL,
Most Recently Reported Monthly Production (12 Months
Mo/Yr Gas (MCF) Oil (BBL) Water| #Wells | #Wells| Avg Gas| Avg Oil |Avg Wtr
Produced | Sold|Used|Vented/Flared|other| Produced| Soid |other|ciosing] (BW) |Flowing] Other | (MCF/D)|(BBL/D)| (BW/D)
3/2013 2,062 0 0 2,062 0 917| 542 o] 569 0 1 1| 33.26] 14.79] 0.00
4/2013 2,013] o0 0 2,013 0 895(1,127 ol 337 0 1 1] 33.55| 14.92| 0.00
5/2013 1,766 0 0 1,766 0 785| 935 ol 187 0 1 1| 28.48] 12.66] 0.00
6/2013 1,788 0 0 1,788 0 795| 757 o] 225 0 1 1] 29.80| 13.25] 0.00
7/2013 2,217] ol o 2,217 0 859| 939 o] 145 0 1 2| 23.84| 9.24] o0.00
8/2013 2,292 o] o 2,292 0 888| 759 ol 274 0 1 2| 24.65] 9.55] 0.00
9/2013 2166 0] © 2,166 0 839| 754 o| 359 0 1 2| 24.07] 9.32| 0.00
10/2013| 2,328 o] O 2,328 0 902| 955 ol 306 0 1 2| 2s5.03] 9.70] 0.00
11/2013 1,690 0] o© 1,690 0 655| 752 o] 209 0 1 2| 18.78 7.28] 0.00
12/2013 1,924 o0 0 1,924 0 746| 770 0 185 0 1 2| 20.69] 8.02 0.00
1/2014 1,578 0 0 1,578 0 612| 568 o] 229 0 1 2| 16.97] 6.58 0.00
2/2014 2,080 © 0 2,080 0 807| 553 o] 483 0 1 2| 24.76] 9.61 0.00
Totals | 23,904] 0 0 23,904 o| 9,700]9,411 0| 3,508 0 ---
Annual Production
VaGE Gas Qil Water #Weﬂs #Wells Avg Gas Avg Oil Avg Wtr Annual | Annual
(MCF) (BBL) (BW) Flowing| Other (MCF/D) (BBL/D) (BW/D) Dec. Gas|Dec. Oil
2006 12,425 8,701 1 40.87 28.62 0.00
2007 8,798 5,808 1 24.12 15.92 0.00] 29.2%| 33.2%
2008 13,309 5,575 2 18.24 7.64 0.00 —-| 4.0%
2009 14,196 6,387 2 2 9.73 4.38 0.00
2010 23,259 11,766 -- 1 2 21.25 10.75 0.00 --
2011 23,130 10,070 1 2 21.13 9.20 0.00] 0.6%| 14.4%
2012 22,404 9,950 1 2 20.47 9.09 0.00 %) 1.2%
2013 24,554 10,197 1 2 22.44 9.32 0.00
2014 3,658 1,419 1 2 20.05 7.78 0.00] 85.1%)| 86.1%
Totals 145,733 69,873 - --- - --- --- .- --- -—=
Back
http://www.drillinginfo.com/wellSummary.do?action=summary&lid=1979100&hashcode=... 5/1/2014
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TEXADS

GENERAL LAND OFFICE

i

May 2, 2014

John E. Scherer, Jr.

President

Draco Energy, Inc.

P O. Box 11404

Midland, Texas 79702

(Via CMRRR #: 7011 1150 0001 2416 4073)

RE: State Leases MF105269A-D 4 RAL Leases, described on Page 3
280 gross acres
SW/4, SW/4 NE/4, W/2 SE/4, Section 28, T-2, Block 56,
T&P Ry. Co. Survey, Reeves County, Texas

Trinity State “28” #161 (API#: 42-389-32391)
Trinity State “28” #3 (API #: 42-389-32481)
Trinity State “28” #4 (APl #: 42-389-32541)

Dear Mr. Sherer:

Paragraph 16(A) and (B) of the subject leases provides that two years after the expiration of the primary
terms. the leases terminate as to all lands outside of the proration units and all depths below 100" below
the total depth drilled. Our review indicates that the retained acreage provisions of the leases

became effective on various dates in April 2010.

Paragraph 16(A) provides for the termination of the leased premises except for forty acres
surrounding each oil well producing in paying quantities and 16(B) provides for the termination
of all depths below 100’ below the total depth drilled in each well retained in Paragraph 16(A).

According to the completion reports filed with the RRC for each of the wells listed above, Draco

may retain the following:
I. Trinity State “28” #161 (API#: 42-389-32391) — completed as an oil well with a total
depth of 3,800°. Draco Energy may retain the NW/4 SE/4 from the surface down to

3.900°.

2. Trinity State “287 #3 (API #: 42-389-32481) — completed as an oil well with a total depth
of 3.420° — Draco Energy may retain the SE/4 SW/4 from the surface down to 3,520°.

Trinity State “28” #4 (API #: 42-389-32541) — completed as an oil well with a total depth
of 3.450°. Draco Energy may retain the SW/4 SE/4 from the surface down to 3,540".

(OS]

Stephen I. Austin Building + 1700 North Congress Avenue * Austin, Texas 78701 1495
Post Office Box 12873 * Austin, Texas 78711-2873
512-463-5001 = 800-998-4G1.O

\\'\\'\\'.gln.-:r;llt.'.[ X.US

JERRY PATTERSON, COMMISSIONER



John E. Scherer, Jr.
Draco Energy, Inc.
MF105269

May 2, 1014

Page 2

Pursuant to the TAC, an original or certified copy of a Partial Release of State Oil and Gas Lease
of all lease lands outside of the proration units and all depths below 100" below the total depth
drilled, along with the filing fee of $25 per lease, must be filed with our office and sent to my
attention.

Please be specific in the description of the land and depths being retained or excepted from the
partial release. List the depths in actual feet and the land in actual number of acres, as well as the
section number, block, township, survey name, abstract, county, etc., where they are located.
Describe each well by well name, number and API number. Reference each lease by its State
lease Mineral File number and the name of the agent acting on behalf of the State of Texas. List
the recording information of the original lease by volume and page or file number and county
recorded.

If you disagree with this assessment, you have 30 days from the receipt of this letter in which to
present evidence and convince the General Land Office that all of the acreage outside of the
proration units and all depths below 100" below the total depth drilled have not terminated. If
such evidence has not been presented by the expiration of the 30-day period. the lease, insofar as
it covers all of the acreage outside of the proration units and all depths below 100" below the
total depth drilled, shall be endorsed “terminated™.

If you have any questions, please contact me.

Sincere%

Linda Price, RL

Energy Resources, Mineral Leasing
512-463-5118

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



John E. Scherer, Jr.

Draco Energy. Inc.

MF105269
May 2, 1014
Page 3
State Lease No. Agent for State of TX Lease Date Rec. Volume/Page
MF105269A Bank of America, NA, 04/18/2005 703/709
Trustee UWO Roberta M. Regan
MF105269B Gretchen C. Northrup 04/08/2005 703/721
Foundation ¢/o Trinity University
MF105269C Trinity University 04/08/2005 703/734
MF105269D Sunshine Cottage School 04/25/2005 703/747

For Deaf Children
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MEMORANDUM

TEXAS GENERAL LAND OFFICE o GEORGE P. BUsSH e COMMISSIONER

Date: October 29, 2015

To: State Lease Nos. MF105269: MF115669: MF115668; MF116549; MF116837.
MF116838: MF116839: MF115920; and MF101167

From: Dustin Brian Oslick

Subject: Mapping Issues in Alamo

Short Answer: Alamo is unable to reflect the proper depth interval cross-hatching in the Alamo
GIS system when: 1) a tract of land is owned by multiple undivided interest owners; 2) one of
those undivided interest owners includes additional tracts they may own in their State Lease; and
3) one of the tracts is an “Allow All Depths™ tract, and the other tract is a “Specified Depths”
tract. In such scenario, both red and blue cross-hatching will be reflected in Alamo GIS.

Long Answer: The above referenced mineral files were originally flagged by Jesse Arellano due
to the fact that the cross-hatching reflected conflicting depth intervals. A review of the mineral
files indicated the following:

A. MF105269 originally covered the SW/4, SW/4NE/4, W/2SE/4 of Section 28, Block 56.
Township 2. T&P Ry. Co. Survey, Reeves County, Texas. A Termination Letter was sent by
this office on May 2, 2014 which indicated the following:

1.

The Trinity State "28" #3 Well (API #42-389-32481) was completed to a total depth of
3.420' subsurface and further indicated that Draco Energy may retain the SE/4SW/4 from
the surface down to 3.520' subsurface. This depth interval is supported by the Well
Records. New State Leases MF115668, MF115669 and MF101167, in so far as said
State Leases cover the SE/4SW/4, cover all the deep rights lying below 3.518' subsurface.
No correction in Alamo was made due to the small amount of vertical footage at issue.

The Trinity State "28" #4 (API No. 42-389-32541) was completed to a total depth of
3.450" subsurface and further indicated that Draco Energy may retain the SW/4SE/4
down to 3,540 subsurface. New State Leases MF115668, MF115669 and MF101167, in
so far as said State Leases cover the SW/4SE/4, cover all the deep rights lying below
3.550" subsurface. Well Records confirm total depth drilled was 3.450" subsurface. It
appears the depth on the Termination Letter was incorrectly calculated and should have
been 3.550' subsurface, being 100" below the deepest well drilled. This has been
corrected in Alamo.

The Trinity State "28" #161 (API No. 42-389-32391) was completed to a total depth of
3.800' subsurface and further indicated that Draco Energy may retain the NW4/SE4 down
to 3.900' subsurface. New State Leases MF115668, MF115669 and MF10167. in so far



as said State Leases cover the NW4/SE4, cover all the deep rights lying below 3,900’
subsurface. There were no depth issues with this tract.

B. MF101167 originally covered the SE/4NE/4 and NE/4SE/4 of Section 28. Block 56,
Township 2, T&P Ry. Co. Survey, Reeves County, Texas. A Termination Letter was sent by
this office on May 2, 2014 which indicated the following:

1. The Northrup “A” Estate #1 (API No. 42-389-31897) was completed to a total depth of
3.394" subsurface and further indicated Kimlar Energy may retain the NE/4SE/4 down to
3.494° subsurface. New State Leases MF115668 and MF115669 covering the NE/4SE/4
cover all the deep rights lying below 3,494 subsurface. There were no depth issues with
this tract.

2. The Northrup “A” Estate #1 (API No. 42-389-31698) was completed to a total depth of
4.800° subsurface and further indicated Kimlar Energy may retain the SE/4NE/4 down to
4.900" subsurface. New State Leases MF115668 and MF115669 covering the SE/4NE/4
cover all the deep rights lying below 4,900 subsurface. There were no depth issues with
this tract.

Based on the above review, the depths for MF105269 and for MF101167 were updated in Alamo
to reflect the specified depth intervals outline above. These tracts appear to now be reflected
correctly in Alamo GIS. Additionally, MF101167A was updated in Alamo to reflect the correct
the following: lease date; control number; base file: and legal description.

Furthermore. a review of the above captioned mineral files also indicated the following:

C. MF116837 covers all depths in so far as it covers Section 34, Block 56, Township 2 South',
T&P Ry. Co. Survey, Reeves County, Texas.

D. MF116838 covers all depths in so far as it covers the NW/4, N/2NE/4. and the SE/4SE/4 of
Section 28. Block 56, Township 2 South', T&P Ry. Co. Survey. Reeves County, Texas.

E. MF116839 covers all depths in so far as it covers Section 32, Block 56, Township 2 South',
T&P Ry. Co. Survey, Reeves County, Texas.

F. MF115920 covers all depths in so far as it covers 240 acres out to the N/2 of Section 32,
Block 56, Township 2. T&P Ry. Co. Survey, Reeves County, Texas.

G. MF116549 covers both all depth tracts and the following specified depths in Section 28,
Block 56, Township 2 South’, T&P Ry. Co. Survey, Reeves County, Texas, to wit:

! Township 2 South appears to be erroneous based on a review of the Texas GLO Land Grant Search. The legal
description should only read “Township 2.”



= o

W/2SW/4 and the NE/4SW/4 as to all depths;

SE/4SW/4- all depths below 3,518 subsurface;
NW/4SE/4- all depths below 3,900° subsurface:
SW/4SE/4- all depths below 3,550 subsurface;

i. Note: The correct depth interval was used on the Lease. See Section (1) (b)
hereinabove.
NE/4SE/4- all depths below 3,494" subsurface:;

SE/4NE/4- depths below 4,900" subsurface; and
SW/4NE/4 as to all depths.

H. MF115668 and MF115669 cover the following specified depths in Section 28, Section and
all depths in Section 32 and Section 34, Block 56, Township 2, T&P Ry. Co. Survey, Reeves
County, Texas, to wit:

1,

S He S e I

8.
9.

Section 34 SAVE AND EXCEPT the NE/4NE/4- as to all depths;
Section 32- as to all depths;
NW/4; N/2NE/4; SE/4SE/4 of Section 28- as to all depths;
W/25SW/4 and the NE/4SW/4 of Section 28- as to all depths:
SE/4SW/4 of Section 28- all depths below 3,518’ subsurface:
NW/4SE/4 of Section 28- all depths below 3,900 subsurface;
SW/4SE/4- all depths below 3.550° subsurface:

i. Note: The correct depth interval was used on the Lease. See Section (1) (b)

hereinabove.

NE/4SE/4- all depths below 3,494 subsurface;
SE/4NE/4- depths below 4.900" subsurface; and

10. SW/4NE/4 as to all depths.

A review of the Alamo GIS system with Jesse Arellano indicated that the system analyzes
the depth interval specified in Alamo and then reflects the mineral file in Alamo GIS as either: 1)
cross-hatched in blue. indicating a the tract is an “Allow All Depths™ tract; or 2) cross-hatched in
red, indicating the tract is a “Specified Depths™ tract. When a mineral file is cross-hatched in
both red and blue, there is a discrepancy in the depth intervals. Generally, this is corrected by
updating the depth interval of the older mineral file after the deep rights have terminated.

However, correcting conflicting cross-hatching in Alamo GIS is not is not possible when: 1)
a tract of land is owned by multiple undivided interest owners: 2) one of those undivided interest
owners includes additional tracts they may own in their State Lease: and 3) one of the tracts is



an “Allow All Depths” tract, and the other tract is a “Specified Depths™ tract, then, in this
situation, Alamo is unable to reflect the proper depth interval cross-hatching in Alamo GIS due
to system limitations. To further illustrate using MF116839 and MF115669 outlined
hereinabove: 1) MF116839 covers all depths in Section 32 from one undivided interest owner:
and 2) MF115669 also covers all depths in Section 32 from a different undivided mineral interest
owner: however, MF115669 also covers “Specified Depth™ tracts in Section 28 which are owned
by the same undivided interest owner. As such, Alamo GIS reflects Section 32 as both “Allow
All Depths,” due to MF116839, being the cross-hatches in blue, and also as “Specified Depths,”
due to MF115669, being the cross-hatches in red. Due to the limitations of the Alamo depth
field, said tracts are not able to be corrected.
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’ DIVISION ORDER CONTRACT
MFE\05 263

SUN - - DOFF-Owner

FEGBREY Mo, 154792000000
TO: Sunoco Partners Marketing & Terminals L.P. 07/30/2020
PO Box 4933
Hanakan;: L5 Zi@ti=Hass Effective 7 a m MAY 01, 2020

The undersigned, severally and not jointly, certifies it is the owner of the interest set out below of all the oil (defined herein to include
condensate), produced from the property described as:

Operator: GRACE PETROLEUM OPERATING LLC
Property Name: TRINITY STATE 28 (37754)
County: REEVES State: X

Legal Description:

TAX 1.D./SOC. SEC. NO. OWNER NO. PAYEE DIVISION OF INTEREST

*x_%%%0108 0000000026 COMM OF THE GEN LAND OFFICE .1250000000 RI
ID 1 23 3102655 4
STATE OF TX LAND OFFICE BLDG
AUSTIN TX 78701

THIS CONTRACT DOES NOT AMEND ANY LEASE OR OPERATING AGREEMENT BETWEEN THE INTEREST OWNERS AND THE LESSEE OR OPERATOR.

The following provisicns apply to all interest ocwners (“ownei”) who exscute this contiact

DELEGATION: The owner warrants and represents that it has delegated to the Lessee or Operator full authority to sell and deliver, and to
Sunoco Partners Marketing & Terminals L.P.("Sunoco Mktg.”) or its agent the right to receive, on such terms and conditions as the Lessee or
Operator or his designee may determine, all oil produced from the described property and allocable to the interest of the owner as set forth
herein. For the purpose of this provision, “Lessee”means the Lessee of the lease under which interest is owned, its successors or assigns
and “Operator” means the operator of the described property, at the time the oil is sold.

PAYMENT: From the effective date, payment is to be made monthly by Sunoco Mktg. based on this Division of Interest for oil run during
the preceeding calendar month from the property listed above, less taxes required by law to be deducted and paid by Sunoco Mktg. as purchaser.
Payments of less than $100.00/month may be accrued before disbursement until the total amount equals $100.00 or more. Amounts greater than
$10.00 will be released at least annually.

The owner agrees to indemnify and hold Sunoco Mktg. harmless from all liability resulting from payments made to the owner in accordance
with such division of interest, including but not limited to attorney’s fees or judgements in connection with any suit affecting the owners
interest to which Sunoco Mktg. is made a Party, including right of set off.

DISPUTE/WITHHOLDING OF FUNDS: If a suit is filed affecting the interest of the owner, written notice shall be given to Sunoco Mktg. by the

owner together with a copy of the complaint or petition filed.

In the event of a claim or dispute affecting the division of interest and/or funds credited herein, Sunoco Mktg. is authorized to withhold payments

accruing to such interest, without interest unless otherwise required by applicable statute, until the claim or dispute is settled.

CANCELLATION/REVOCATION: Cancellation or revocation of this contract shall be effective on the first day of that month commencing
thirty (30) days after receipt of written notice of such cancellation or revocation to Sunoco Mktg.

NOTICES: The owner agrees to notify Sunoco Mktg. in writing of any change in the division of interest, including changes of interest

contingent on payment of money or expiration of time.

No change of interest shall be binding upon Sunoco Mktg. until the recorded copy of the instrument of change, or documents satisfactorily

evidencing such change, are furnished to Sunoco Mktg. at the time the change occurs.
Any change of interest shall be made effective on the first day of the month following receipt of such notice by Sunoco Mktg.

All correspondence regarding this contract shall be furnished to the addresses listed above unless otherwise advised by either party.

Witnesses: Signature of Interest Owner: Social Security / Tax 1.D. No.

Phone Number Email

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



TEXAS GENERAL LAND OFFICE
GEORGE P. BUSH, COMMISSIONER

August 5, 2021

Alice J. Holland

Division Order Manager

Sunoco Partners Marketing & Terminal L.P.
PO Box 4933

Houston, TX 77210-4933

Re: State Lease No. MF105269 Trinity State 28

Dear Mrs. Holland:

The Texas General Land Office (GLO) has received your Division Order for the referenced unit.
This Division Order has been filed in the appropriate mineral file.

The payment of royalties attributable to state-owned mineral and royalty interests is set by
contract and applicable statutes and rules. The execution of division orders may, in some cases,
affect the manner in which such payments are made or calculated. Therefore, Title 31, §9.32, of
the Texas Administrative Code specifies that GLO staff cannot execute a division order or bind
the state to any terms contained within it.

Subject to applicable state law and the state’s right to take its production in-kind, the GLO
acquiesces to the sale of oil and gas in accordance with the terms and conditions set out in the oil
and gas leases. If you have questions concerning this matter, please feel free to e-mail me at the
address below my signature.

We look forward to being put on pay status as soon as you are able to set up the wells in our
RRAC system.

Thank you,

Vivian Zamora

Landman, Energy Resources
512-475-0428

512-475-1404 (fax)
vivian.zamora(@glo.texas.gov

1700 North Congress Avenue, Austin, Texas 78701-1495
P.O. Box 12873, Austin, Texas 78711-2873
512-463-5001 glo.texas.gov
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