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APPLICANT
AGREEMENT

APPLICANT
IDENTIFICATION
TO APPEAR ON
LEASE (type/print)

AREA
DESCRIPTION

BID
SUBMISSION

STATE OF TEXAS
TAX I.D. #

SIGNATURE OF
AGENT

State Lease Number

M. w31y

For GLO Use Only

July 19, 2005
MINERAL LEASE BID APPLICATION

I agree, if awarded a lease on the referenced tract, to comply with all terms

and conditions of said lease and with all applicable laws that so govern said

lease, and as those laws may be amended.

Name: Colin J, Wallis

Address: 802 South First, Apt. 201
City: Austin State: TX Zip: 78704 Zevels
(Include +4 Code) '
Telephone: (512.632.7671) * .,
County(ies): Reeves Survey/Area; PSL ':::.. .

(If Applicable) o
L]

™
Block/Tsp.: 58 S3 Section/Tract: 19 Acres: 240 :
(If Applicable)
(A) Bonus Amount ($)108,480.00
One Hundred Eight Thousand Four Hundred Eighty & no/100
(type/print above)
(B) Sales Fee Amount ($)1,627.00
One Thousand Six Hundred Twenty Seven & no/100
(type/print above)
This Sales Fee is 1¥2% of the cash bonus as provided in Section 32.110 of the
Natural Resources Code as amended.
APPLICANT NAME BONUS AMOUNT ONLY %\
(Do Not include sales fee) 0
v,
%
Colin J. Wallis )108,480.00 7.
(same as above) ‘3
(must be-an 11-digit n r)
>< 1,97.00
. 7 > j 0
(sl{natur 7 ( '5\
e O e ¢&€
Colin J. Wallis ng
(type/print name) :
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Lease Form
Revised 10/99
Surveyed School Land

Qustin, Texas

OIL AND GAS LEASE
NO. M-105317

WHEREAS, pursuant to the Texas Natural Resources Code Chapters 32, 33, 51, and Chapter 52, Subchapters A-D and H, (said Code being hereinafier referred 1o as N.R.C.), and subject to all
rules and regulations promulgated by the Commissioner of the General Land Office and/or the School Land Board pursuant thereto, and all other applicable statutes and amendments to said
N.R.C,, the following area, to-wit:

NORTHEAST ONE-QUARTER OF SOUTHEAST ONE-QUARTER (NE/4 OF SE/4), EAST ONE-HALF OF NORTHEAST ONE-QUARTER (E/2 OF NE/4), NORTHEAST ONE-
QUARTER OF NORTHWEST ONE-QUARTER (NE/4 OF NW/4), & SOUTH ONE-HALF OF NORTHWEST ONE-QUARTER (52 OF NW/4) OF SECTION 19, BLOCK 58,
PUBLIC SCHOOL LAND SURVEY, REEVES COUNTY, TEXAS, CONTAINING APPROXIMATELY 240 ACRES, AS SHOWN ON THE OFFICIAL MAP OF REEVES
COUNTY, TEXAS NOW ON FILE IN THE TEXAS GENERAL LAND OFFICE, AUSTIN, TEXAS,

was, after being duly advertised, offered for lease on the 19™ day of July, 2008, at 10:00 o'clock a.m., by the Commissioner of the General Land Office of the State of Texas and the School Land
Board of the State of Texas, for the sole and only purpose of prospecting and drilling for, and producing oil and/or gas that may be found and produced from the above described area; and

WHEREAS, after all bids and remittances which were received up to said time have been duly considered by the Commissioner of the General Land Office and the School Land Board at a
regular mecting thereof in the General Land Office, on the 19 day of July, 2005, hereinafter the "effective date” and it was found and determined that COLIN J. WALLIS whose address
802 SOUTH FIRST, APT. 201, AUSTIN, TEXAS 78704 had offered the highest and best bid for a lease of the area above described and is, therefore, entitled 1o receive a lease thereon:

NOW, THEREFORE, 1, Jerry E, Patterson, Commissioner of the General Land Office of the State of Texas, hereinafler sometimes referred to as "Lessor,” whose address is Austin, Texas, by
virtue of the authority vested in me and in consideration of the payment by the hereinafter designated Lessee, the sum of One Hundred Eight Thousand Four Hundred Eighty And 00/100
Dollars ($108,480.00), receipt of which is hereby acknowledged and of the royalties, covenants, stipulations and conditions contained and hereby agreed to be paid, observed and performed by
Lessee, do hereby demise, grant, lease and let unto the above mentioned bidder the exclusive right to prospect for, produce and take oil and/or gas from the aforesaid area upon the following
terms and conditions, to-wit:

1. RESERVATION: Mhhmhymepﬂdmdmcn‘edmunonhcﬁdluuofu:pmpenymvuedhu-ebywdlllriﬂmmmmpenmthuwbcemdmmﬂmmymd
ullp\wpomemepuhougnmndlndh:liheextemhefeinmmedlomsee.togcihcfwiihlh:ri;huofmgrmmdemumdmoruﬂhmhhymam:umﬂllcm,ﬁxpupomof
exploring for and producing the minerals which are not covered, or which may not be covered in the future, under the terms of this lease, but which may be located within the surface boundaries
of the leased area. All of the rights in and to the leased premises retained by Lessor and all of the rights in and to the leased premises granted to Lessee herein shall be exercised in such a manner
that neither shall unduly interfere with the operations of the other.

1. TERM: Subjoclhthcodmmvisimshemﬁl.hisluscshallbcfmnlmuofﬂvt(i]yemﬁumﬂxeeﬂ'ecﬁv:dueMcof(hcreincn!bd“prinmy!cm{')mduhnglhau!hruni]ur
gas is produced in paying quantities from said arca.

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

Anniversary Date Delay Rental per Acre
First $ 5.00
Second $ 500
Third $25.00
Fourth $25.00

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

(A) OIL: As a royalty on oil, which is defined as including all hydrocarbons produced in a liquid form at the mouth of the well and also all condensate, distillate, and other liquid
hydrocarbons recovered from oil or gas run through a separator or other equipment, as hereinafier provided, 1/4 part of the gross production or the market value thereof, at the option of the
Lessor, such value to be determined by 1) the highest posted price, plus premium, if any, offered or paid for oil, condensate, distillate, or other liquid hydrocarbons, respectively, of a like type and
mﬁty‘mlhemﬂmwlnnptodwedmdwhennm.mZ)duM;hu(mrtelpﬂcelhcrmfofferedorpuidintb:gm:nluuwhmpmdwedmdwbenmw”ﬂumpmomﬁofﬂn
sale thereof, whichever is the greater. Lessee agrees that before any gas produced from the land hereby leased is sold, used or processed in a plant, it will be run free of cost to Lessor through an
uhquuoillndplsqmnlorofconvemiouhypeuudmcqummtnlnnucf&icmwﬂmmdlhnlnllliqui..lhydmcubomrecovmblc from the gas by such means will be recovered. Upon
wmncomnloflam.ﬂnqummlh!smhpshenmllnuugh:txhawpanmrmo&m«quipamnmybewaivcdlponnthnmlcomﬁﬁonsupmscribedbyuw

(B) NON-PROCESSED GAS: As a royalty on any gas (including flared gas), which is defined as all hydrocarbons and gas b not defined as oil in subparagraph (A) above,
produced from any well on said land (except as provided herein with respect to gas processed in a plant for the extraction of gasoline, liquid hydrocarbons or other products) 1/4 part of the gross

mududonmﬂnmtelvﬂmmtulhcopﬁmuﬁheLeum.lur:hvalmtubebandond:ehi;hutn-rkelpricapahioroﬂ'medfmpaofcomnbkqmlhyhthepwﬂl:uwm
pmduudlndwhmnn.mﬂumwﬁ.mﬁmo&eﬂdwmm«.whﬁhﬂmhmmmhlﬁummmmmmmﬂhmm&hhummhﬂm«n
mythmeueod14‘65pomd|pusqmuimhlbsolw.mdﬂnmndardbulleummﬂnllbeltx:ytw)d:muhmmn.m:ionwbem[urp!mmmuﬂiubBoyh'shv.
thwlﬂcmvﬂymdubmmwmcmMtthndutbydunnuappmvednmhodofm&u.bchguedbylhehdmynﬂnmmofuﬁng.




(C} PROCESSED GAS: As a royalty on any gas processed in a gascline plant or other plant for the recovery of gasoline or other liquid hydrocarbons, 1/4 part of the residue gas and the
liquid hydrocarbons extracted or the market value thereof| at the option of the Lessor. All royalties due herein shall be basad on one hundred percent {100%) of the total plant production of residue
gas attributable to gas produced from, this lease, and on fifty percent {50%) or that percent accruing to Lessee, whichever is the greater, of the total plant production of liquid hydrocarbons,
attributable to the gas produced from this lease; provided that if liquid hydrocarbons are recovered from gas processed in a plant in which Lessee (or its parent, subsidiary or affiliate) owns an
interest, then the percentage applicable to liquid hydrocarbons shall be fifty percent (50%) or the highest percent accruing to a third party processing gas through such plant under a processing
agreement negotiated at arms' length (or if there is no such third party, the highest percent then being specified in processing agreements or contracts in the industry), whichever is the greater. The
respective royalties on residue gas and on liquid hydrocarbons shall be determined by 1} the highest market price paid or offered for any gas {or liquid hydrocarboas) 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 duc had the gas not been processed.

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

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

(E) VARIABLE ROYALTY: (i) Subject 10 the other provisions of this lease, it is hereby provided that in the event production in paying quantities is established pursuant to the terms of
this lease and such production is brought on line and sales thereof are commenced within eighteen (18) months of the effective date hereof, the royalty rate provided herein shall be reduced to
20%, and shall apply to each subsequent well drilled and produced on the land covered by this kase. Provided that, if during such eighteen (18) menth term during which Lessee may eam a
reduced royalty rate of 20% as herein provided, Lessee should dnll in good faith and complete the first well as a dry hole on the land covered by this lease, Lessee may receive a three (3) month
extension of the term in which to eam a reduced royalty rate by giving notice to the Commissioner of the General Land Office, commencing drilling operations on an additional well prior to the
expiration of such three {3) month period and prosecuting diligently and in good faith the drilling of such additional well and completing same so that production in paying quantities is established
and so that such production is brought on line and sales thereof are commenced prior to the expiration of such three (3) month extension period.

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

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

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

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

() MINIMUM ROYALTY': During any year after the expiration of the primary term of this lease, if this lease is naintained by production, the royalties paid to Lessor in no event shall be
less than an amount equal to $5.00 per acre; otherwise, there shall be due and payable on or before the last day of the month succeeding the anniversary date of this lease 2 sum equal to $5.00 per
acre less the amount of royatties paid during the preceding year.

(D MARGINAL PROPUCTION ROYALTY: Upon Lessee's written application, the School Land Board may reduce the royalty rate set out in this pnrag::aph and/er the minimum
royalty set out in subparagraph 4 (I) to extend the economic life of this lease and encourage recovery of oil or gas that might otherwise remain wnrecovered. Any such royalty reduction must
conform to the requirements of any School Land Board administrative rules on this subject. Royalty may nat be reduced below the applicable statutory minimum,

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

Payment of royalty on production of oil and gas shall be as provided in the rules set forth in the Texas Register. Rules currently provide that royalty on oil is due and must be received in the
General Land Office on or before the 5th day of the second month succeeding the month of production, and royzlty on gas 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, acconpanied by the affidavit of the owner, manager or other awthorized agent, completed in the form and manner prescribed by
the General Land Office and showing the gross amount and disposition of all oil and gas produced and the market value of the oil and gas, together with a copy of all documents, records or reports
confirming the gross production, disposition and market value including gas meter readings, pipeline receipts, gas line receipts and other checks or memoranda of amount produced and put into
pipelines, tanks, or pools and gas lines or gas storage, and any other reports or records which the General Land Office may require o verify the gross production, dispesition 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 accompanicd 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 Lessce pays his royalty on or before thirty (30) days afier
the royalty payment was due, then Lessee owes a penalty of 5% on the royalty or $25.00, whichever is greater. A royalty payment which is over thirty (30) days late shall accrue 2 penalty of 10%
of the royalty due or $25.00 whichever is greater. In addition to a penalty, royalties shall accrue interest at a rate of 12% per year; such interest will begin accruing when the royalty is sixty (60)
days overdue. Affidavits and supporting documents which are not filed when due shall incur a penalty in an amount set by the General Land Office administrative rule which is effective on the
date when the affidavits or supporting documents were due. The Lessee shall bear all responsibility for paying or causing royalties to be paid as prescribed by the dug date provided herein.
Payment of the delinquency penalty shall in no way operate to prohibit the State’s right of forfeiture as provided by law nor act to postpone the date on which royalties were originally due. The
above penalty provisions shall not apply in cases of title dispute as to the State's portion of the royalty or to that portion of the royalty in dispute as to fair market value.

6. {(A) RESERVES, CONTRACTS AND OTHER RECORDS: Lessee shall annually furnish the Commissioner of the General Land Office with its best possible estimate of oil and gas
reserves underlying this lease or allocable to this lease and shall furnish said Comnissioner with copies of all contracts under which gas is sold or processed and all subsequent agreements and
amendments to such contracts within thirty (30) days after entering into or making such contracts, agreements or amendments. Such contracts and agreements when received by the General Land
Office shall be held in confidence by the General Land Office unless otherwise authorized by Lessee. All other contracts and records periaining to the production, transportation, sale and
marketing of the ol and gas produced on said premises, including the books and accounts, receipts and discharges of all wells, tanks, pools, meters, and pipelines shall at all times be subject to
inspection and ¢xamination by the Commissioner of the General Land Office, the Attorney General, the Governor, or the representative of any of them

{B) DRILLING RECORDS: Written notice of all operations on this lease shall be subniitted to the Commissioner of the General Land Office by Lessee or operator five (5) days before spud
date, workover, re-eniry, temporary abandonment or plug and abandonment of any well or wells. Such written notice to the General Land Office shall include copies of Railread Commission
forms for application to drill. Copies of well tests, completion reports and plugging reports shall be supplied to the General Land Office at the time they are filed with the Texas Railroad
Commission, Lessee shall supply the General Land Office with any reconds, memoranda, accounts, reports, cuttings and cores, or other information relative to the operation of the above-described
premises, which may be requested by the General Land Office, in addition to those herein expressly provided for. Lessee shall have an electrical and/or radioactivity survey made on the bore-hole
section, from the base of the surface casing to the total depth of well, of all wells drilled on the above described premises and shall transmit a true copy of the log of each survey on cach well to the
Genenl Land Office within fifteen (15) days after the making of said survey.




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

7. RETAINED ACREAGE: Notwithstanding any provision of this lease (o the contrary, afler 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: lnlhaevenu.hklm'u'mrnrceandeﬂ'e:nwo(!)muﬂutheexphtbndmofﬂnprimworexmkdmilsluulhcnmuumallorlhchmdpmﬁm.
EXCEPT (1) 40 acres surrounding each oil well capable of producing in paying quantities and 320 acres surrounding each gas well capable of producing in paying quantities (including a shut-in
oil or gas well as provided in Paragraph 11 hereof), or a well upon which Lessee is then engaged in continuous drilling or reworking operations, or (2) the number of acres included in a producing
pooled unit pursuant to Natural Resources Code Sections $2.151-52.153, or (3) such greater or lesser number of acres as may then be allocated for production purposes o a proration unit for each
such producing well under the rules and regulations of the Railroad Commission of Texas, or any successor agency, or other governmental authority having jurisdiction. Within 90 days of a
partial termination of this lease in accordance with this subparagraph and upon payment of the minimum filing fee set by General Land Office rules in effect at the time of the partial termination,
Lessee shall have the right to obtain a surface lease for ingress and egress on and across the terminated portion of the leased premises as may be reasonably necessary for the continued operation of
the portions of the lease renaining in force and effect. 1f Lessee fails to apply for a surface lease within the 90 day period specified above, Lessee may apply for a surface lease from the Land
Office, but the Land Commissioner has the discretion to grant or deny such application and to set the fee for such surface lease.

(B) HORIZONTAL: Inlheewmthislnuilinﬁm:elndelﬁc:lwn(2]yw1tﬂulheexphuondluofmepﬂmyauumuﬂnitshallﬂnhwmmuunmdcplhlhebw 100
feet below the total depth drilled (bereinafter "deeper depths”) in each well located on acreage retained in Paragraph 7 (A) above, unless on or before two (2) years after the primary or extended
term Lessee pays an amount equal to one-half (1/2) of the bonus originally paid as consideration for this lease (as specified on page | hereof). If such amount is paid, this lease shall be in force
and effect as to such deeper depths, and said termination shall be delayed for an additional period of two (2) years and so long thereafter as oil or gas is produced in paying quantities from such
deeper depths covered by this lease.

(C) IDENTIFICATION AND FILING: The surface acreage retsined hereunder as to each well shall, as nearly as practical, be in the form of a square with the well located in the center
thereof, or such other shape as may be approved by the School Land Board. Within thirty (30) days after partial termination of this lease as provided herein, Lessee shall execute and record a
release or releases containing a satisfactory legal description of the acreage and/or depths not retained hereunder, The recorded release, or a certified copy of same, shall be filed in the General
Land Office, accompanied by the filing fee prescribed by the General Land Office rules in effect on the date the release is filed. If Lessee fails or refuses to execute and record such release or
MM&MMM}&?‘MWwmmdmdnmbyﬂnﬂcunlundomx.mhCmmﬁubmntN:mkﬁmﬁmmyduimnnbywﬁmmmnmpmﬁw
depths to be released hereunder and record such instrument at Lessee's expense in the county or counties where the lease is located and in the official records of the General Land Office and such
designation shall be binding upon Lessee for all purposes. 1f 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 thereafier allocated 1o said well or wells for production purposes, this lease shall thereupon terminate as o all acreage not thereafter
allocated to said well or wells for production purposes.

8. OFFSET WELLS: Ifoil and/or gas should be produced in commercial quantities from a well located on land privately owned or on State land leased at a lesser royalty, which well is within
nmﬂnmnd(l.@)buoflhmimllﬂedmiu.otwﬁcbmﬂh&n'miugihemnwwmdbythhmmmm&mmhlhty(w)dny:unnswhhmﬂr duction from the draining
wellonhewcl]hﬂhdﬁﬂﬁamhomnd(l.@)&eiﬁumhuummdhy&hhubeﬁuinmd&ﬂhmmdﬁhmly!hdtﬂﬁuofmoffutwnmmmwmdbylh'i
lease, and such offset well shall be drilled to such depth as may be necessary to prevent the undue drainage of the area covered by this lease, and the Lessee, manager or driller shall use all means
necessary in a good faith effort to make such offset well produce oil and/or gas in commercial quantities. Only upon the determination of the Commissioner and with his written approval, may the
payment of a compensatory royalty satisfy the obligation to drill an offset well or wells required under this Paragraph.

9. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM: If, during the primary term hercof 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
cuuﬁommyuuu.thillun:hnllnolmimuirunorbc[outhuphﬂmorsmy(&o}dny:humdnt:of:onpkﬁonnruddryhohnrcemﬁmorpmduﬁmunumm
additional drilling or reworking operations thereon, or pays or tenders the next annual delay rental in the same manner as provided in this lease. 1f, during the last year of the primary term or
within sixty (60) days prior thereto, a dry hole be completed and abandoned, or the production of oil or gas should cease for any cause, Lessee's rights shall remain in full force and effect without
further operations until the expirati of the primary term; and if Lessee has not resumed production in paying quantities at the expiration of the primary term, Lessee may maintain this lease by
conducting additional drilling or reworking operations pursuant to Paragraph 10, using the expiration of the primary term as the date of cessation of production under Paragraph 10. Should the
first well or any subsequent well drilled on the above described land be completed as a shut-in oil or gas well within the primary term hereof, Lessee may resume payment of the annual rental in
the same manner as provided herein on or before the rental paying date following the expiration of sixty (60) days from the date of completion of such shut-in oil or gas well snd upon the failure to
make such payment, this lease shall ipso facto terminate. If at the expiration of the primary term or any time thereafter a shut-in oil or gas well is located on the leased premises payments may be
made in accordance with the shut-in provisions hereof.

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

11. SHUT-IN ROYALTIES: For purposes of this paragraph, "well" means any well that has been assigned a well number by the state agency having jurisdiction over the production of oil
and gas. If at any time after the expiration of the primary term of a lease that, until being shut in, was being maintained in force and effect, a well capable of producing oil or gas in paying
qmnlilielhlonudonlhhludmmbuoilor;ui.lmlbchgpmdmedfmhckofstdﬁbkmdnc&mIhc:lit'tunrhcl:ofnmublemker,mLnucn-ypnyuuhu—inoﬂmm
royalty an amount equal to $10.00 per acre, but not less than $1,200 a year for each well capable of producing oil or gas in paying quantities. To be effective, each initial shut-in oil or gas royalty
must be paid on or before: (1) the expiration of the primary term, (2) 60 days after the Lessee ceases to produce oil or gas from the leased premises, o (3) 60 days after Lessee completes a drilling
or reworking operation in accordance with the lease provisions; whichever date is latest. If the shut-in oil or gas royalty is paid, the lease shall be considered to be a producing lease and the
payment shall extend the term of the lease for a period of one year from the end of the primary term, or from the first day of the month following the month in which production ceased, and, afler
that, if no suitable production facilities or suitable market for the oil or gas exists, Lessee may extend the lease for four more successive periods of one (1) year by paying the same amount each
year on or before the expiration of each shut-in year,

12. COMPENSATORY ROYALTIES: If, during the period the lease is kept in effect by payment of the shut-in oil or gas royalty, oil or gas is sold and delivered in paying quantities from

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 to the Commissioner beginning on or
before the last day of the month following the month in which the oil or gas is produced from the well causing the drainage or that is completed in the same producing reservoir and located within
one thousand (1,000) feet of the leased premises; if the compensatory royalty paid in any 12-month period is in an amount less than the annual shut-in oil or gas royalty, Lessee shall pay an
amount equal to the difference within thirty (30) days from the end of the 12-month period; and none of these provisions will relieve Lessee of the obligation of reasonable development nor the
obligation to drill offset wells as provided in N.R.C. Section 52.034; however, at the determination of the Commissioner, and with the Commissioner’s written approval, the payment of
compensatory royalties shall satisfy the obligation to drill offset wells. Compensatory royalty payments which are not timely paid will accrue penalty and interest in accordance with Paragraph §
of this lease.



13. EXTENSIONS: If, at the expiration of the primary term of this lease, production of oil or gas has not been obtained on the leased premises but drilling operations are being conducted
thereon in good faith and in a good and workmanlike manner, Lessee may, on or before the expiration of the primary term, file in the General Land Office written application to the Commissi
of the General Land Office for a thirty (30) day extension of this Inue.lccotmmi:dbyplynsm of Three Thousand Dollars ($3,000.00) if this lease covers six hundred forty (640) acres or less
and Six Thousand Dollars ($6,000.00) if this lease covers more than six hundred forty (640) acres and the Commissioner shall, in writing, extend this lease for a thirty (30) day period from and
after the expiration of the primary term and so long thereafter as oil or gas is produced in paying quantities; provided further, that Lessee may, so long as such drilling operations are being
conducted make like application and payment during any thirty (30) day extended penod for an additional extension of thirty (30) days and, upon receipt of such lpplw;adnn and payment, the
Commissioner shall, in writing, again extend this lease 5o that same shall remain in force for such additional thirty (30) day period and so long thereafier as oil or gas is produced in pam
quantities; provided, however, that this lease shall not be extended for more than a total of three hundred ninety (390) days from and after the expiration of the primary term unless production in
paying quantities has been obtained.

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

15. POLLUTION: In developing this area, Lessee shall use the highest degree of care and all proper safeguards to prevent pollution. Without hmnm; the foregoing, pullmn of coastal
wetlands, natural waterways, rivers and impounded water shall be prevented by the use of containment facilities sufficient to prevent spillage, seepage or g 1 water i In the event
of pollution, Lessee shall use all means at its disposal to recapture all escaped hydrocarbons or other pollutant and shall be responsible for all damage to publv.‘ and private properties.

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

—-r

(B) SUBMERGED LANDS: No discharge of solid waste or garbage shall be allowed into State waters from any drl]lm; or support vessels, production platform, crew or supply boat,
bnq;epckmn'ormhmeqmpmlocaleduauwlemdanl. Solid waste shall include but shall not be limited to s, rubbish, plastic, glass, and any other man-made non-
biodegradable items. A sign must be displayed in a high traffic area on all vessels and manned platforms stating, "Discharge of l.ny solid waste or garbage into State Waters from vessels or
platforms is strictly prohibited and may subject a State of Texas lease to forfeiture.” Such statement shall be in lettering of at least 1" in size.

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

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

16. IDENTIFICATION MARKERS: Lessee shall erect, at a distance not to exceed twenty-five (25) feet from each well on the premises covered by this lease, a legible sign on which shall
be stated the name of the operator, the lease designation and the well number. Where two or more wells on the same lease or where wells on two or more leases are connected to the same tank
battery, whether by individual flow line connections direct to the tank or tanks or by use of a multiple header system, each line between each well and such tank or header shall be legibly identified
at all times, either by a firmly attached tag or plate or an identification properly painted on such line at a distance not 1o exceed three (3) feet from such tank or header connection. Said signs, tags,
plates or other identification markers shall be maintained in a legible condition throughout the term of this lease.

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

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

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

20. FORFEITURE: If Lessee shall fail or refuse to make the payment of any sum within thirty (30) days after it becomes due, or if Lessce or an authorized agent should knowingly make any
false return or false report concerning production or drilling, or if Lessee shall fail or refuse to drill any offset well or wells in good faith as required by law and the rules and regulations adopted by
the Commissioner of the General Land Office, or if Lessee should fail to file reports in the manner required by law or fail to comply with rules and regulations promulgated by the General Land
Office, lheSchooll.mdBoud.nrlheR.uh'o-dComnmnonorrtf'nuIhcpmperwd:mtymmlntlnracon‘l:pemmmamopenmm.mlluunnrmlmhonudumshmidkmmulyﬁil
or refuse to give correct information to the proper authority, or knowingly fail or refuse to furnish the General Land Office a comect log of any well, or if Lessee shall knowingly violate any of the
material provisions of this lease, or if this lease is assigned and the assignment is not filed in the General Land Office as required by law, the rights acquired under

this lease shall be subject to forfeiture by the Commissioner, and he shall forfeit same when sufficiently informed of the facts which authorize a forfeiture, and when forfeited the area shall again
be subject o lease to the highest bidder, under the same regulations controlling the original sale of leases. However, nothing herein shall be construed as waiving the automatic termination of this

lease by operation of law or by reason of any special limitation arising fer. Forfeitures may be set aside and this lease and all rights thereunder reinstated before the rights of another
intervene upon satisfactory evidence to the Comimissi of the G | Land Office of future compliance with the provisions of the law and of this lease and the rules and regulations that may be
adopted relative hereto.

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

22. APPLICABLE LAWS AND DRILLING RESTRICTIONS: This lease shall be subject to all rules and regulati and d h Igated by the C issi of the
General Land Office goveming drilling and producing operations on Permanent Free School Land (specifically including any rules promulgated that relltnmpluu of operations), payment of
myllnes.lndlm!mnspmuduu.lnd:lnllhuniumm.ﬂu&avﬂﬁmnﬂu.nguhmm.mdcnmdordlnmcnthaln‘nyaffectopmdnmmdampmmlomonhhluu Without
limiting the generality of the foregoing, Lessee hereby agrees, by the acceptance of this lease, to be bound by and subject to all statutory and regulatory provisions relating to the General Land
Office’s audit billing notice and audit hearings procedures. Said provisions are currently found at 31 Texas Administrative Code, Chapter 4, and Texas Natural Resources Code Sections 52.135
and $2.137 through 52.140. In the event this lease covers land franchised or leased or otherwise used by a navigation district or by the United States for the purpose of navigation or other purpose
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incident to the operation of a port, then Lessee shall not be entitled to enter or possess such land without prior approval as provided under Section 61.117 of the Texas Water Code, but Lessee shall
be entitled to develop such land for oil and gas by directional drilling; provided, however, that no surface drilling location may be nearer than 660 feet and special permission from the
Commissioner of the General Land Office is necessary to make any surface location nearer than 2,160 feet measured at right angles from the nearest bulkhead line or from the nearest dredged
bottom edge of any channel, slip, or tuning basin which has been authorized by the United States as a federal project for future construction, whichever is nearer.

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

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

25. LEASE SECURITY: Lessec shall take the highest degree of care and all proper safeguards 1o protect said premises and to prevent theft of oil, gas, and other hydrocarbons produced from
said lease. This includes, but is not limited to, the installation of all necessary equipment, seals, locks, or other appropriate protective devices on or at all access points at the lease’s production,
gathering and storage systems where theft of hydrocarbons can occur. Lessee shall be liable for the loss of any hydrocarbons resulting from theft and shall pay the State of Texas royalties thereon
as provided herein on all oil, gas or other hydrocarbons lost by reason of theft.

26. REDUCTION OF PAYMENTS: If, during the primary term, a portion of the land covered by this lease is included within the boundanes of a pooled unit that has been approved by the
School Land Board in accordance with Natural Resources Code Sections 52.151-52.153, or if, at any time afler the expiration of the primary term or the extended term, this lease covers a lesser
number of acres than the total amount described herein, payments that are made on a per acre basis hereunder shall be reduced according to the number of acres pooled, released, surrendered, or
otherwise severed, so that payments determined on a per acre basis under the terms of this lease during the primary term shall be calculated based upon the number of acres outside the boundanies
of a pooled unit, or, if after the expiration of the primary term, the number of acres actually retained and covered by this lease.

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

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

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

30. LEASE FILING: Pursuant to Chapter 9 of the Tex. Bus. & Com. Code,this lease must be filed of record in the office of the County Clerk in any county in which all or any part of the
leased premises is located, and certified copies thereof must be filed in the General Land Office. The prescribed filing fee shall accompany the certified copies sent 1o the General Land Office.
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31. EXEY' IN: [This pil atkl gas ease 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.
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QE'M* OF, witness the signature of the Commissioner of the General Land Office of the State of Texas under the seal of the General Land Office.
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STATE OF (CORPORATION ACKNOWLEDGMENT)
COUNTY OF

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

known to me to be the person whose name is subscribed to the foregoing instrument, as

of

and acknowledged to me that he executed the same
d, in the capacity stated, and as the act and deed of said corporation.
Given under my hand and seal of office this the

for the purposes and consideration therein exp

day of

Notary Public in and for

STATE OF

(INDIVIDUAL ACKNOWLEDGMENT)
COUNTY OF

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

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

Given under my hand and seal of office this the

day of

;20

Notary Public in and for




GENERAL ILAND OFFICE

JERRY PATTERSON, COMMISSIONER

August 19, 2005

Mr. Collin J.Wallis
802 South First, Apt. 201
Austin, Texas 78704

Dear Mr. Wallis:

Thank you for participating in the General Land Office Oil and Gas Lease Sale held on July
19, 2005. | am pleased to inform you that you were the high bidder on MGL. No. 26, which
has been assigned the lease number M-105317.

The lease agreement for State Lease M-105317 is enclosed and will serve as your receipt

for the amount of your bid. This lease form must be signed and acknowledged by the

lessee, and then recorded in the County Clerk's office of the county or counties in which

| lands covered by the lease are located. After signing and recording the lease, please
submit a certified copy of the recorded lease to the attention of the undersigned. These
requirements are material provisions of the lease; therefore, please return the certified
copy at your earliest convenience.

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

Please let me know if you have any questions or need any additional information.

Sincerely,

Aaert B. Hatter, Director
Mineral Leasing Division




Date Filed:

r [
Jerry E. Patyers< Commissioner
By
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FILE# 4859

Lease Form
Revived 1099
Surveyed School Land

Austin, Texas |

OIL AND GAS LEASE

NO. M-105317
mmmnn!nmwmcmmm 32, 33, 51, snd Chapter 52, Subchapters A-D and H, (said Code being bereinafier referved 1o as N.R.C ), and subject to all
rules and d by the Ci of the General Land Office and/or the School Land Board pursuant thereto, snd all other spplicable statutes 1nd smendments 1o said

N.RC., the following ares, 1o-wit

NORTHEAST ONE-QUARTER OF SOUTHEAST ONE-QUARTER (NE/4 OF S§E/M), EAST ONE-HALF OF NORTHEAST ONE-QUARTER (E/1 OF NEA), NORTHEAST ONE- |
QUARTER OF NORTHWEST ONE-QUARTER (NEM OF NWH), & SOUTH ONE-HALF OF NORTHWEST ONE-QUARTER (572 0F NW/M) OF SECTION 19, BLOCK 58,

PFUBLIC SCHOOL LAND SURVEY, REEVES COUNTY, TEXAS, CONTAINING APPROXIMATELY 240 ACRES, AS SHOWN ON THE OFFICIAL MAP OF REEVES

COUNTY, TEXAS NOW ON FILE IN THE TEXAS GENERAL LAND OFFICE, AUSTIN, TEXAS,

wai, afler being duly advertised, offered for lease on the 19 day of July, 2008, st 10:00 o'clock a.m.. by the Commissioner of the General Land Office of the State of Texas and the School Land
Board of the Swie of Texss. for tu wole and only purpose of prospecting snd drilling for, snd producing oil snd/or gas that may be found snd produced flom the sbove described ares; and

WHEREAS, after all bids and which were received wp 10 said time have been duly considered by the Commissioner of the General Land Office and the School Land Board at 8
regular meeting thereof in the General Land Office, on the 19* day of July, 1008, hereinafier the “effective date” and it was found and determined that COLIN J, WALLIS whose sddress i
8§02 SOUTH FIRST, APT. 201, AUSTIN, TEXAS 78704 had offered the highest and best bid for & lease of the ares sbove described and is, therefore, entitled 1o receive & lease thereon:

NOW, THEREFORE. |, Jerry E mmdhﬂ-ﬂmoﬁdhthmh—hmh“h-h whose sddress is Austin, Texas, by

virtue of the suthority vested in me snd in d of the p by the T Mu—do—n—tuutu—ur-—n—tumumu
Dellars ($108,480.00), receipt of which is hereby ack ‘.‘...‘n-ldh yalty tpulations snd ined and hereby agreed t© be paid, observed and performed by
Lessee. do hareby demnise, grant. loase and let unio the sbove mentioned bidder the eachusive nght o for, produce and take ol and/or gas from the aforesaid area upon the following
terma and combtions. 1o-wit

1. RESERVATION: There iy heroby excepled and reserved 10 Lessor the full use of the property covered hereby and all rights with respect to the surface and subsurface thereol for any and
mmwmuﬂﬁnﬁmwwbmWtﬁhmdmm“ﬂmdﬂhﬁthh“mhmd

iploring for and producing the which are not covered, or which may oot be covered in the future, under the terms of this Jease, but which may be located within the surface boundaries
of the leased ares. udhnﬁ-duuhﬂmmwwuudumnu‘nhm;ﬂn’ﬁnmhnhhlh-ﬁhmam |
that neither shall unduly interfere with the operations of the other |

1. TERM. Suebject 1o the other provisions hereof, this lease shall be for a term of five (5) years from the effective date hereof (herein called “primary term”) and as long thereafier as oil or l
91 b produced in paying quantities from sald ares

). DELAY RENTALS: If no weil is commenced on the land hereby leased on or before the snniversary date of this lease, this lease shall ierminate a8 10 both parties unless the Lesser on or
before said date shall pay or tender 1o the Commnissioner of the General Land Office of the State of Texas at Austin, Tevas, the amount specified in the following schedule multiplied by the
number of acres in the premises, which shall operate 33 » rental and cover the privilege of deferring the commencement of & well for twelve (11) months from ssid date. In like manner and upon
payments of enders of amounts set out in the following schedule. the commencement of 3 well may be further deferred for s like period of the same nwrber of monthe.

Anmivenary Dalg Dslay Eental per Acrs
First § 500
Second $ 5.00
Thind $25.00
Fourth $25.00
4 PRODUCTION ROYALTIES: Subject to the p for royaity reds set out in subparagraph (E) of this paragraph 4, upon prods of oil sndfor gas, the Lessee agrees o pay

or cause 0 be paid 1o the Commissioner of the Genersl Land Office i Austin, Texas, for the use and benefit of the State of Tenas, during the term hereol

(A) OIL: Mamtllruuil.mhhw--ﬁhdmmn-hﬂhlh-&ﬂhduuﬂmdﬂu.uduhrw
recovered from ofl or gas run through & sep or other eq waler provided, 1/4 pant of the gross production or the market value thereof, st the option of the
uualmlublnhdlm-dbyI)hhﬁupmﬂmﬁmim.mﬂupﬂhﬂmmwmwmm of s like type and
gravity in the general area where produced and when run, or 7) 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 thervol, whichever is the greater. Lessee agrees that before any gas produced from the land hereby leased i sold, used or processed in » plast, it will be run free of coit to Lessor through an
X oil snd gas af | type of other equipment st lesat s efficient 1o the end that all liquid bydrocarbons recoversble from the gas by such means will be recovered  Upon
written consent of Leasor, the requirement that such gas be run through such & separstor of other equipment may be waived upon such terms and conditions as prescribed by Lessor

(B) NON-PROCESSED GAS  As a royalty on any gas (inchuding flared gas), which is defined s all hydrocarbons snd gaseous substances not defined as oil in subparagraph (A) above,
produced from any well on waid land (except as provided herein with respect 10 gas processed in a plant for the extraction of gasoline, liquid hydrocarbons or ather products) 14 pan of the gross
m«hmnhhmtuhqhd-lmﬂmnhunﬁw-ﬂﬁﬂ-“h—dmwhhmu-ﬁv
produced and when run, of the gross price paid or offered 1o the prod s prester provided that the maxime ring the gas under this lease contract shall not a1
any time exceed 14.65 pounds per square inch shsolute, dhdhmﬂhm(wm?ﬁﬂ“uh-ﬁhm“nﬁhm
and for epecific gravify according o test made by the Balance Method or by the most spproved method of testing being used by the industry st the time of lesting.

True and Correct
copy of
Original filed in
Reeves County

Clerks Office
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(C) PROCESSED GAS: As a royalty on any gas processed in a gasoline plant or other plast for the recovery of gasoline or other liquid hydrocarbons, J/4 part of the residue gas and the
liquid hydrocarbons extracted of the murket value thereol, st the option of the Lessor. :ititf‘lii‘tl:il'ii%&l’ |
gas arbutable 10 gas produced fom ths lease, and on fifty percent iil]lﬂlligrf!&!sﬂ! duction of liquid hydrocarb
atributable o ?‘iitf%gtft drocarbons are d from gas .I.-rkrcrxrrl!.ﬂt!sl.g -_!t!clll
interest, then the p w liquid hy th tfslnuzﬂ'i-lli !Ei‘ii‘ll‘ » processing
iil ll._{n ;lll!! 'f]'fl g ag a in the greater. The
respective royalties on residue gas and on liquid hydrocarbous shall be d : S.'il‘tﬂlﬁi!!‘?iiﬁlu&g}rf
]u.-.llu.i.lul!ﬂ‘xliEliinﬁliill’!t-!'ii}l{?r; is U grester. [n no
event, however, shall the royalties payable under this paragraph be less than the royalties which would have been due had the gas not been processed.

(D) OTHER PRODUCTS: As a royalty on carbon black, sulphur or any other prod £ g lquid hydrocarbons) whether sald gas be
“casinghead,” “dry”™ or any other gas, by factionsting, buming or 5*15!1‘:; Int_!!lt. 'lr-.l-li a1 the option of Lessar, such
market value © be determined as follows

(1) On the basts of the highest market price of each product, during the same month in which such product s s produced, or
(2) On the basis of the sverage gross sale price of each product for the same month in which wch pi e s the greater

(E) VARIABLE ROYALTY: (i) Subject o the other provisions of this lease, it 515&&9-. ..... d m paying 10 the e of
tus lease and such production is gsriltui!-istif 8) months of the « ggitiiiizlil
giti!lﬁr%ltﬁlliﬂ!{ilti 35{;!. during such cightoen (18) mosth werm during which Lesser may eam a
reduced royalty rate of 20% as herein provided, Lessee should dnill in good faith and complets the first well a8 & dry hole on the land coversd by this leass, Lesses may teceive & Uwee (3) moath

R?iris!.iii-u}gtfglliic?EE?I!E-&!&. 10 the
B.ll!se...'._.! 1) moath penod and prosecuting diligently snd in good faith the drilling of such sddsticnsl well snd completing same 30 that prod in paying
and 10 that such production is brought on lise and salel thereol prior © e ton of such iwee (1) month exiension period.

(i) In the event prod 0 (e Wi of tis lease and such production s brought on line asd sales hereol are comunenced afler the expuation
&I-ll.: vi-i.riit{rl!i liljlﬁ&i"?tifi!i{tltt
22.5% and shall apply 10 esch subsequent well drilled and produced on e land covered by his lease. Provided that, if during such s (6) moath term during which Lessee may eam & reduced
royalty rate of 32.5% aa heroln provided, Lesses should drill in good faith and complets the first well as » dry hole oo \he land covered by this lease, Losses may receive & three (3) moath

gas and other products produced hercunder ready for tale or use

(G) ROYALTY IN KIND: ih d herein w the contrary, Lessor may, st its -}ﬂi!_l-ll.clﬁltlr’i any time of from
= o I[i&ﬂﬂ!l}ili"'f"iig iiiiii g, voring, tng, weating,
detydrating, conmp g and otherwise making the oil, gas sad oth dux ed b dur ready for sale or wse. Lessor's right & lake its royalty in kind shall not
Eﬁiiiﬁifii It!.!.ltrln

ﬁ-—g!:!r?z ggg ?it'il!‘ may rep this lease’s p share of say fuel weed 1o process gas produced bereunder
in sy p mg plant. d herein 1o (he contrary, snd subject i the consent in i!ini!'gE?i!%‘
f‘giﬁtiiiliiisf‘fl[ill ihall be payable on e gas so ieaycled wntil such tme 55 the
sarme way thereafier be produced sod sokd of wed by Lesser in such nmaner a1 o entitle Lessor © 3 royaity thervon under (he royalty provisions of ths lease.

(1) MINIMUM ROYALTY: During any year after the capestion of he primary \erm of s lease, if this lease is maintamed by production, he royslties paid to Lessor i no evenl shall be
less than an amount equal o auﬂu‘got!’!!'tliﬂ before the last day of the month secceeding e anniversary date of this lease & sum equal 10 55,00 per
acre less the amownt of royalties paid dunng the p year.

v.iﬂilil&i!tflir'ilsllﬂﬂl-lll Rudes carvently provide that roysity os ol s due snd must be received o be
Gemeral Laad Office o of befors the 55 day of the second wush g the month of production, snd royulty on gas i due and must be received in the General Land Ofice on or before the
15 day of the second month ding the month of p panied by the affidavit of the owner, manager or other suthorzed agent, conpleted in the form and mamnes prescribed by
ﬂ.c!lioﬂﬂlln!‘ln‘al!ll&lﬂrl-nn[ produced and the market value of the ol and gas. ogether with a copy of all documents, records of reports
ing the gross p 1t l!i!}‘liii"ili!l{llllts
pipelines, tanks, of ltl‘fll"*llﬂi!!llttiE?i«isgtigi!l‘i
all cases the suthority of & manager or agonl 10 sct for the Lessce herein must be flsd in the General Land Office. Ei‘]lﬁli! check stub, schedule, summary
ﬂa!!i%;!fin!ioll[lltili!!tiill f Lessex pays bus royalty on or before thirty (30) days sfter

the royaly payment was dus, thes Lesses owes » peaalty of ¥% on the royalty or $25.00, whichever i3 greater. A royalty payment which isgfirti-ll_a
of the royalty due or §25.00 whichever is greater rtl-liti!l-il.?!liitﬂ{iifi siaty (60)
days overdue. Affidavits and supporting documents which are not flled when due shall incwr & penalty in an smoust set by the Genersl Land Office sdministrative rule which i effective on the
date when the affidsvits or supporting docwments were due.  The Lessen shall bear all responsibility for paying of causing royalties w be paid as prescribed by the due date provided beremn.
Payment of the delinguency penalty shall in no way operate w probubit the State’s right of forfeiture a3 provided by law nor act 10 postpone the date on which royalties were originally due. The
above penalty provisions shall sot apply i cases of title dispute as 1o the Staie's portion of te royalty of W0 that portion of the royalty i dispute as o fair market value.

A! DRILLING RECORDS: Writien potice of all operations on this lease shall be submitied 1o the Commissioner of the Genenal Land Office by Lessee or opersior five (5) days befors spud
re-sury, or plug snd sbandomment of any well or wells. Such writien notice 0 the General Land Office shall include copies of Railrosd Commission
nul"lnl ;o}llli!liilii 1o the General Land Office st the time they are filed with the Texas Rallrosd

lil!tl.&!l l!i&illiiﬂ!l'!ill!i rue copy of the log of each survey on each well 1 the
General Land Office within fifleen (15) days afler the making of said wrvey.

2

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




soo 710 page 31R

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

7. RETAINED ACREAGE: Notwithstanding any provision of this lease 1o the contrary, w-ulgmﬁnh.uuﬂhnlpn‘-dqnﬂw-hh-qh-l-llh-lm
u—.Mmhmﬂnwp—mhm-ﬁ“dwﬂu-’hmﬂhmhhm
n markering the production thereon.

(A) VERTICAL Ln the event this lease is in force and effect two (1) years after the expiration date of the primary of extended term it shall then terminate a3 10 all of the leased premises,
EXCEPT (1) 40 scres murrounding each oil well capable of producing in paying quantities and )20 scres surrvunding each gas well capable of producing in paying quantities (inchading a shut-in
ofl or gas well as provided in Paragraph 11 Mwu-ﬂmuﬂdh&uhmwhmm:mmwmhw«mwhnmlﬂ

poaled unit p o Naturs! R Code § $2.151-52,15), or (1) such greater or lesser number of scres a3 may then be alk 4 w0 tion unit for

mmMnnwhrﬁnﬂmthMCMdTmunmw of other g I ““-hﬂq"”" Whhnty-oh
partial wrminanon of this lease in d h snd upon p of ihe mini m-n-no—uu-onmum-u-uupu-—h
m-ﬂm&mmmammuwﬂq—-ﬂnﬁ-“wdﬁm necessary for the continued operation of

ﬁcmdlhlnnn-i-q-hundmll'l.l-nﬁnwlyhlﬁhhﬁvﬂ.ﬁ”&yﬂﬂpﬂ“mh—cmmhlmhmhhﬂ |
Office, bnst the Land Commissioner has the discretion 1o grant o deny such spplication and to set the fee for such surface lease. [

(#) HORIZONTAL: In the event this lease is i force and effect two (2) years sfier the expirstion date of the primary or extended torm it shall fwrther lerminste as 10 all dopths below 100 I
feet below the total depth drilled (hereinafler *deeper depthe®) in each well located on screage retained in Paragraph 7 (A) above, unless on or before two (2) years after the primary or extended
term Lessee pays an smount equal 1o one-half (1/2) of the bonus originally paid as consideration for this lease (a3 specified on page | hereof). 1f such smount is paid, this lease shall be in force
and effect as 1o such deeper depths, and aid termination thall be delayed for an sdditional period of twv (1) years and 1o long thereafier as ofl of gas is produced i paying quantities from such
deeper depths covered by this lease.

(C) IDENTIFICATION AND FILING: The surface screage retuined hereunder a3 10 each well shall. as noarly a8 practical, be in the form of & square with the well localed in the center
hﬂun&ﬂulﬁﬂu-thnhmum Within thirty (30) days sfer partial lermination of this lease as provided herein, Lessee shall execute and record &
eicase of reieases legal & of the screage and'or depths mot retained hereunder. The recorded release, or & cenified copy of same, shall be flled in the Genenal
ummhh“hwhhmummhMuhhﬁ“hM Ill_ﬂul!hhmﬂllﬁlm“u
mmm(m«nmmm»auuhmwom then the Conumisak at his sole by written the acreage and/or
deptha 1 be released hereumber amd mumwhhmummhhhbﬂ-‘hhaﬂ“dﬁmmmﬁﬂ
h—bllhlhb-h-nhmﬁnlm If st nmvy tione afier the effective dute of the partial hereol, the applicabie fleld ruies sre changed or the well or
MwmmﬂuﬂnuhmI“ﬁMhﬂﬂuwﬁth)ﬂlﬁhﬂﬂmm--dw_m
allocated 1o said well or wells for production purposes.

5. OFFSET WELLS: 1f oil sndior gas should be produced in commercisl quantities from s well located on land privetely owned or on State land leased st 2 lesser royalty, which well is within
one thousand (1,000) feet of the area included herein, or which well is draining the area covered by this lease, the Lesses shall, within sixty (60) days afler such initial production from the draining
well or the well located within one thousand (1,000) feet from the sres covered by this lease begin in good faith and prosecute diligently the drilling of an offset well on the area covered by this
lease, and such offiel well shall be drilled 10 such depih as may be necessary to prevent the undue drainage of e ares covered by this lease, and the Lesses, munager or driller shall use all means
necessary in 3 good faith effort 1 make such offset well produce oil snd/or gas in commercial quantities. Only wpon the u of the Ci and with his written approval may the
payment of 3 compensatory royshty satisfy the obligation o dnill an offset well or wells required under this Parsgraph.

9. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM: If, duing the primary term hereof snd prior 1o discovery sud production of oil or gas on said land, Lessee
Hﬂuhhhwhl-_m.ulnhmmﬁﬂ*hmulﬁmaﬂwﬂmh“pﬂu-ﬁ#hﬂﬂ
cease from any cawse, this lease shall not lerminate if on or before the expiration of sinty (60) days from dete of completion of neid dry bole or
ﬂ“mﬂmmmumn*hm“mmhh_n—nuwhﬁm I£h~humdummw

mmmwmnpﬁum & dry hole be leted and sbandoned, 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 wdhpﬂ-uv“uﬁﬂmhm d production in paying g #t the expirstion of the primary tenm, Lessee may maintain this lease by
| dnilling or o Panags lm“hwdhmmuhhd“dnﬁh-ﬁmm Should the

m-d-mm-clﬂu-dun--hmmmuwnumuwpﬂvﬁumnum-r“mdhﬂﬁh |
the same manner a3 provided herein on o before the rental paying date following the expiration of sixty (60) days from the date of completion of sach shut-in oil or gas well and upon the failure w0 \
make such payment, this lease shall ipso facto lerminate. [f at the expiration of the primary term or any time thereafier a shui-in oil or gas well is located on the leased premises psyments may be

made in accordance with the shut-in provisions hereof

10, CESSATION, DRILLING, AND REWORKING: |c-nmm.maummmmumupmmmm afier once obtained, should cease flom 1
any cause, this lease shall not if Lasses | drilbing or jons within sixty (60) days after such cessation, and this lease shall remain in full force and
didlrnhlgumtmwhpdlh-lhm_“mhhhm&-m(lﬂlin It-ﬂﬂhwmqﬂ-ﬂh
hmumwghmﬂmhbuuudmhahnﬂu-hmmthd uses in paywg of shut-in oil or gas well

of p of y royslties ks made o p herein or as provided by law Ilhﬂlﬁqummﬂhhm*oﬂlulhmhm
will not if the Lesses ﬁh. reworking operstions within sixty (60) days after the completion of the well as » dry hole, and this lease shall renuin in effect 50
long 53 Lessee continues drilling or reworking operations in good faith and in & workmaniiks manner without imterruptions totaling more than siaty (60) days. Lessee shall give wrilien notice to
the Genersl Land Office within thirty (30) days of any cessation of production.

1. SHUT-IN ROYALTIES: For purposes of this parsgraph, “well™ means any well that has boen sssigned & well number by the state agency having jurisdiction over the production of oil
and gas. If ot any time afler the expintion of the primary torm of  lease that, until being shut in, was being maintained in force and effect, 5 well capable of producing ofl 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 & suitable market, thea Lessee may pay as & shut-in ofl or gas
royalty an smount equal 10 $10.00 per acre, but not less than §1,200 » year for each weil capabie of producing oil or gas in paying quantities. To be effective, each initial shut-in oil or gas royalty
~b¢uﬂuuhﬁt(uhwdhmnmmhp*h_uhpﬁdupl-h_mulllw”oh_*lﬁ
or crdance with the lease provisioas; whichever date is latest I the shut-in oil or gas royalty is paid, the lease shall be comsidered o be 3 producing lease and the
mﬁllﬁh“&fﬁh-hlﬁﬂﬂu!-hﬁd‘hmnwhﬁhﬁrﬂﬁm‘mhﬂhwﬁm“‘ﬂ
that, if no suitable production (acilities or suitable market for the ofl or gas exists, Lessee may extond the lease for four more successive periods of one (1) year by paying the same smount each
year on or before the expiration of each thui-in year

12. COMPENSATORY ROVALTIES: If, during the period the kease is kept in effect by payment of the shut-in oil or gas royslty, oil or gas is sold and delivered in paying quantities from s
well located within one thousand (1,000} feet of the leased premises and comploted in the same producing reservoir, or in any case in which drainage is ccourring, the right to continee to maintain
the lease by paying the shui-in oil or gas royalty shall cease, but the lease shall remain effective for the remainder of the year for which the royalty has beeo paid. The Lesscs may maintain the
lease for four more successive years by Lesses paying compensaiory royalty st the royaity rate provided in the lease of the market value of production from the well causing the drainage or which
i completed in the same producing reservolr and within one thousand {1,000) feet of the leased premises. mu——mmh-hpﬂ—uyhhcmm“w

beftre the last day of the month following the month in which the oil or gas is produeced from the well causing the drainage or that is completed in the same ing reservoir and located within
one thousand (1,000) feet of the leased premises; |l'hmmh|uiéhnyIlminuhh-mhhﬂ-lmlﬂllﬂﬂﬂlh._ﬂm-
amoust equal 10 the difference within thirty (30) days from the end of the | 2-month period; and none of these provisions will relieve Lessee of the obli of nor the
obligation to drill offset wells a8 provided in NR.C. Section 52.034; b ol the & ination of the Commissh and with the Comsmissioner’s writien Mhpﬂ-d
m{um royalties shall satisfy the obligation to drill offset wells Compenwatory royalty payments which are not timely paid will sccrue penalty snd interest in sccordance with Paragraph §
o
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13. EXTENSIONS: If ai the expiration of the primary term of this lease, production of oil o gas has uot been ublained un the deased prenuses bul dniling operations are being conducied
thereon in good fith and in » good and workmanlike manner, Lessee may, uwmmwnrhmm&-uammommw&mnucm
of the General Land Office for a thirty (30) day of this lease, d by p of Three Thousand Daollars (53,000.00) if tus lease covers six hundred forty (640) acres of less
ldSumw(Wm}thwmthW(&w}maﬂﬁcmMhwﬂn;umtkhnhnﬂm[muywtunuc
muwdhmmuﬂnhhulu'nﬂuph duced in paying g d further, thal Lessee may, 3o long as such drilling operstions are being

ds make like ap hﬁmhﬁ(”}hrmmh-mmﬂmﬂmﬁnﬂwmdmmﬂmh
cm-.n.hmna-nwuluunwn-nMmhhmhmmm(mﬁyMMwHMuuunhwhpm
quantities; however, that this lesse shall not be extended for more than » wel of twee hundred ninety (190) days from and afier the expiration of the primary lerm unless production in
paying quantities has been obtained.

14, USE OF WATER; SURFACE: Lessec shall have the right 1o wse water produced on said land y for aperations b der and solely upon the leased premuses; provided, however,
Lumshﬂlutupuhhtmn-mmhhmtwm w-mmm-mt-mwmnwuum Subject w itx obligation 10 pay

duuu.-.l.uu-mlhnhn;hnmnmﬂhm&dﬁﬂﬂnyhmﬂymh&;uﬂm wells and ransporung and marketing the
production therefrom, such use 0 be conducted under conditions of least injury 10 the surface of the land Lesser shall pay surface damages in an smount set by the General Land Office fee
schedule which is effective on the date when the activity requinng the payment of surface damages occurs.

IS< HJLI..U'l‘IOﬁ In developing this area, Lessee shall use the highest degree of care and all proper safeguards 10 prevent pollution. Withou! limiting the foregoing, pollution of coastal
natursl nvers snd imp "wnnhﬂhmvmﬂhyhuu‘mhﬂmmmhmummawudwmmmm In the eveni
ulpnlhliuu.l.-ulhﬂmlllmulll.lww piure all escaped hy rbons of other § and shall be responsibie for all damage w public and privaie properties

(A) UPLANDS: Lessee shall build and maintin fences around iu shush, sump, and drainage pits and tank batteries 50 as to protect livestock against loss, damage of injury; and upon
completion or abandonment of any well or wells, Lesses shall fill and level all shush pits snd cellan amad completely clean up the drilling site of all rubbish thereon

(B) SUBMERGED LANDS: No discharge of solid waste or garbage shall be sllowsd into State waters rom any drilling or suppont vessels, production platform, crew or supply bost,
barge, jack-up ng or othet equipment located on the leased area. Solid waste shall include but shall not be limited 10 contamens, equipment, rubbish, plastic, glass, snd sny other nus-made non-
biodegradable lems. A sign must be displayed in & high waffic srea on all vessels and manned platiorms swating, "Discharge of any solid wasie or garbage wnto Staie Waters from vessels or
platforms is stricdy prohibited and may subject & State of Texas lease 1o forfeitwre.* Such statement shall be in lettering of st least 1" in size.

(C) RIVERS: To the extent y 10 prevent poll the provisions found in (8) and (b) of this paragraph shall slso spply 10 rivers and nverbeds.

(D) PENALTY: Failure 1o comply with the requirements of this provision may result in the maxiowm penalty allowed by law including forfeiture of the lease. Lessoe shall be liable for the
danmages caused by such faillure and any costs and expenses incurred in cleanng arcas affected by the discharged wasie

16 IDENTIFICATION MARKERS: Lessee shall erect, a1 3 distance not to exceed twenty-five (25) feet from each well on the prenuses covered by this lease, a legible sign on which shall
be stated the name of the operstor, the lease designation snd the well number. Where two or more wells on the same lease or where wells on two or more leases are connected (o the same wak
banery, whether by individual flow line connections direct o the tnk or tanks or by use of a multiple header system, each line between each well and such tank or header shall be legibly identified
at all times, mwnmywuuMmuWMMumhuamunmm—(l)hmmﬂumm Said signs, wg,

plates or other idennfication markers shall be maintained in # legible condith ughout the term of this lease

17. ASSIGNMENTS/ Th-kmmyumﬁmduuyn..wﬂmw,mhhhﬂyﬂh 10 properly discharge i obligation under e lease, including properly
plugging abandoned wells, removing pl or pipeli wt drill sites shall pass 10 the ranaferee upon the prior writien consent of the Coumissioner of the
General Land Office. The Commissioner may require the i wd financial ibility and may require » bond or other security. All tranafers must reference the lease by the

fide sumber and must be recorded in the county where ihe area is located, and the recorded transfer or a copy certified 1o by the County Cletk of the county where the transfer is recorded must be
filed in the Genersl Land Office within ninety (90) days of the exccution date, as provided by N.RL.C. Section 52.026, sccompanied by the filing fee prescribed by the Genoral Land Office rules in
effect on the date of receipt by the General Land Office of such transfer or certified copy thereof Every transferve shall succeed 0 all rights and be subject w all obligations, lisbilities, snd
penalties owed 10 the State by the original lessee or any prior wansferee of the lease, including any Habilities 10 the state for unpaid royalties.

1. RELEASES: Lemer may relinquish the rights granted hereunder to the State st any time by recording the relinguishment in the county where this area Is situated and filing the reconded
relinquishamant or certified copy of same in the General Land Office withis ninety (¥0) days afler its execution sccompanied by the filing fee prescribed by the Genersl Land Office rules in effect
on the date of recept by the General Land Office of wuch relinquishment or certified copy thereof. Such relinquishment will not have the effect of releasing Lessee frum any liability theretofore
sccrued in favor of the State.

19. LIEN: In accordsoce with N.R.C. Section 52.136, the State shall have & first lien upon all oil and gas produced from the area covered by this lease 1o secure payment of sll unpaid roysity
and other sums of money that may become due under this lease. By scoeptance of this lease, Lessee grants the State, in sddition 1 the lica provided by N.R.C. Section 52.136 and any other
uwhcahhmhnmmhmmmmhdMMhu‘tmmmmMmmmt-ymhmmuﬁ
of such leased minerals, whethes such p ds are beld by Lessee or by a third party, and all fixtures on and improvements o the leased premises used in with the p of
Marlﬂwmhmummhwmdmmwn&mhubbumhm&hhumbmmmoruyw-uhumm
may suffer by reason of Lessee’s breach of any covenant or condition of this lease, whether express or implied. This lien and secunity interest may be foreclosed with or without count proceedings
m the manmer provided io the Title 1, Chapter 9 of the Texas Business and Commerce Code. Lesses agrees that the Comunissioner may require Lessee 0 execuie and record such instruments as
may be reasonably necessary o acknowledge, attach or perfect this lien. Mhﬁw—u&m-muqﬂhhmmdnﬂq»w%wh
sbove-described propenty of flom Lessee's acquisition of this lease. Should the Commissioner al any time d e thal this ion b not tree, then the Conunissioner nay declase this
lease forfeited as provided bercin.

10. FORFEITURE: [f Lessee shall fail or refuse 1o make the payment of any swm within thirty (30) days after it becomes due, or if Lessce of an ted agent should k ly make any
r.unmawwwmumurifl.—-uhuNlunn-ummummumhmmumﬂhyh-mummm by
the Commissioner of the General Land Office, or if Lessee should fail 1o file reports in the manner required by law or fail 1o comply with rules and regulstions promulgated by the General Land
Oﬂiu.lhkhdhdﬂwiwhhwcmwmhwmmbhmﬁMhMulﬂ.ﬁnwuwwﬂw‘ﬁ
or refise W give correct infio 10 the proper auth or k y fail or refuse © furnish the General Land Office & comrect log of sny well, or if Lessee shall knowingly violate any of the
mmaumuuﬁm-muumhthuwumﬂumwn the nghts acquired under

thus lease shall be subject W forfetare by the Conunissioner, and be shall forfeit same when sufficiently informed of the facts which authy » forfel and when forfeiied the arca shall agam
be subject w lease W the highest bidder, nﬂnhmuuhﬁ-mnﬂnhwwnhdlln- However, nothing berein shall be construed as waiving the sutoumtic termination of this
hmhyupu-n-dhwuwmudurlp-dnl arising b may be set aside und this lease and all rights thereunder reinstated before the rights of anotber
y evidence 10 the Commissl ducmnlwmammmunmumnuwnrmmmhmwmum;h

inlervene upon
adopted relative hereto.

21. RIVERBED TRACTS: o the event this lease covers s riverbed, Leases is hereby specifically granted the right of eminent dormain and condenmnation as provided for in N.R.C. Sections
$2.092-52.09), as & pan of the consideration moving to Lessor for the covenants herein made by Lessee.

33 APPLICABLE LAWS AND DRILLING RESTRICTIONS: This lease shall be subject to all rubes snd regulations, and thereto, promulgated by the Conumissioner of the
General Land Office goveming drilling and produci on Py mmm;mum.m_wmmumdmpcm
Jtics, and auditing proceds d“hmudoﬁmmﬂu orders and ordi ummmmuwﬁ-dum Without
mmmummwmmwumaﬁunnuw»umum y and relating 10 the General Land
Office’s audit billing notice and audit hoarings p Said pr Mu!lemchw‘.dTmmlinﬁ-ulu
and 52.137 dwough 52.140. hmmwhmmhdhnuhdwhndumMwlnnphdmuhhuusunhhmd-dpnmumm
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incident to the operation of a port, then Lessee shall not be entitled 10 enter or possess such land without prior approval as provided under Section 61.117 of the Texas Water Code, but Lessee shall
uma.uumw-mmnmmmwwmwm,unmmmn,umhmuuwmmm
Cwmuwﬁmwomumnﬂmmhmhnmhllwmmnmmﬁwhmbﬂdhwmuww
botiom edge of sny channel, slip, or turning basin which has been suthorized by the United States as a federal project for future construction, whichever is nearer.

3. REMOVAL OF EQUIPMENT: Upon the termination of this lease for sny cause, Lessee shall not, in any event, be permitied 1o remove the casing or any pan of the equipment from any
mm.u-wnn-nlhmn-mmmuuw-h-dﬁomwmﬂhhmm-ur Lessee, without the written
consent of said C: h mmmh-dy-hbq“w-yoﬂ- quip mutenal, or property owned by Lesses
nd-ubvLu--&-m—--‘muw-,—m—amhuwmmmmmwwunuwmmmmmum
broken or discarded humber, machinery, or debris shall have been d from the pr 10 the satisfy of the said Comemissioner or his

4. FORCE MAJEURE:! EhulﬂLﬂnb-ptﬂtl.lh-nnqﬂmvﬁmmuhﬂwd”hmmw&mwmhmummhlm
MwmmMIhlﬂmMummvrmnfwMﬂ.!bh.ﬂﬁﬂ.fhﬂ.l:lﬂfﬁdﬂlmmm« i of go ity, then while so prevented,
Lessoe's obligation to comply with such covenant shall be suspended upon proper and satisfactory proof p d 10 the Commi efﬂlﬂﬂlll.udﬁ'ﬂﬂhtmoﬂnﬂ.ml
:umulnnlldl.u!ulhlIIMIlellbhlthnplhblhlhmhmtmbhmﬁhumw-mhhmﬂnm-dnpmlbylh
School Land Board); and this lease shall be extended while and so long as Lessee is prevented, by any such cause, from drilling, ducing ofl snd/or gas from the leased
premises; provided, however, u-tmﬂn.Imrlnmlthmlnlupudhpmnfmﬁhmhmuwmmbmmmﬁbnmwuy
apphcable statute of this State

15, LEASE SECURITY) uu-mmmwap-dmﬂwmmumﬁmdhwuddnlndmmmm
said lease. This includes, but is not imited 10, the 1 of all seals. locks, or other appropriate protective devices on or st all sccess points ¢ the lease’s production,
gathering and storage systerma where theft of hydrocarbons can occur. L—thhmmnrmmmmmummnmurmmm
a1 provided herein on all oil, gas or other hydrocarbons Jost by reason of theft

6. REDUCTION OF PAYMENTS: If, during the primary term, a portion of the land covered by this lease is included within the boundaries of » pooled unit that has been approved by the
School Land Board in secordance with Natural Resources Code Sections 52.151-52.153, or f, 1 any tine after the expiration of the primary term or the extended term, this lease covers & lesser
number of acres than the twtal smount described berein, payments that sre made on 1 per scre basis hereunder shall be reduced according w0 the number of acres pooled, released, surendered, or
otherwise severed, 5o that payments determined on a per acre basis under the terma of this lease during the primary term shall be calculated based upon the number of scres outside the boundaries
of & pooled unit, or, if after the expiration of the primary term, the number of acres achually retained and covered by this lease.

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

18 AN“Q!.FITIHCOQI.. Ilﬁrvuliht-ymal' heological or historical interest on P mrumummu%mh&m |
Lessee will cease and will Mhﬁlﬂdlﬂoﬂu(kﬂﬂ Archaeologist, Asset Manags Dlvhhl.tmN.CW-AmMTﬂﬂmll
Mu?mﬂaukdcm-{!'ohiﬂ?@Amﬂﬂ?ll)uﬂumm hﬁﬁnhmumnﬂmum“m

i3 expressly placed on notice of the National Historical Preservation Act of 1966 (PB-89-66, 50 Statute 915; 16 U.S.C.A. 470) and the Antiquities Code of Texas, Chapier 191, Tex. Nat Code
Ann. (Vernon 199) & Supp. 1998). On state-owned land not dedicated 1o the Permanent School Fund, lessee shall notify the Texas Historicsl Conission before before breaking ground at & project
hcuuMWImmhhwwtn-iﬂ-hhmhﬂummmwhhmummmmmuuu-
feature of £ schentific, Mwmmhmmhmmmwummﬂm-ﬂymdurm
fistorical C hon 5o that ad may be undertaken to protect of recover such d ot findings, as appropri |
9. VENUE: Lessor and lessee, including lessee’s successors and assigns, bereby agree that venue for any dispute arising out of a provision of this lease, whether express or implied, regarding |
interpretation of this lease, or relating in any way 1o this lease of 10 applicable case law, satutes, of sdministrative rules, shall be in s cowrt of competent jurisdiction located in Travis County, Stie
of Texas.

30. LEASE FILING: Hnu-hChaurﬂoﬂhTuBuACunOndo,ﬁhhumhlblofmhhn&-dh&ﬂrdﬂkhmmyh*&hmum’mdh
Ieased premuses is located, wnd certified copies thereof must be filed in the General Land Office. The prescribed filing fee shall accompany the certified copies sent o the Cieneral Land Office.

> True and Correct
' /& copy of
% a% e 636 e 4 +) Original filed in
DEEEE ?ﬁn Reeves County
L - T Clerks Office



BOOK 715 pacE 315

31, EXECUTION: This oil and gas lease must be signed and acknowledged by il g nh:mmmuhﬂwﬂhmmwlhmﬁTuu

DATE: !0 “12 -08

STATE OF (CORPORATION ACKNOWLEDGMENT)

COUNTY OF

BEFORE ME, the undersigned autharity, on this day personally

kuown w me 1o be the person whose naime is subscribed 10 the foregoing as of

and scknowledged W me that he executed the same

for the purp and 4 therew cxp d, in the capacity staied, and as the act and deed of said corporation.
Given under my hand and seal of office this the day of .20, —
Notary Public in and for = —
—r
STATE OF l e)(d) (INDIVIDUAL ACKNOWLEDGMENT)
COUNTY OF Traviy ;
Befiore tme, the und Bority, on this day pemsosally sppessed, (C‘ /lr”] M/(Ll [, 5

known (o me W be the persons whose names are subscribed W the foregoing instrument, and scknow ledged 1 me that they executed the

same for the purp and therewm exp '

Notary Public in and for iT—;A"_S (ovsi ﬁy

Given under my hand and seal of office tiis the I

KIMBERLY DAWN COOPER L")A)‘ e
% Notary Public, State of Texas

My Commission Expires

6
[ ' ' - AT POV LR t oL KENIAL
OR USE B =~ <UAUSE U COLDK
OR RACE L a4 ! “ oo NOER FUBRAL
FILE No. 4859 .
FILED FOR RECORD ON THE 25TH pay oF OCTOBER A.D. 2005 10217 Ay
DULY RECORDED ON THE ) 269 DAY OF OCTOBER A.D. 2005 11:00 A. .
s: 7 AL VLA peeury DIANNE 0. FLOREZ, COUNTY CLERK ‘
7 L = REEVES COUNTY, TEXAS f
\ R e, _
True and Correct
copy of
Original filed in
N T T AT T s Reeves County
I EEEE Clerks Office
ey %y S % e e



bommissionef
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4

attersqn,

0. by
Pl

Jerry

Filefbﬂ
Date Flledv

By

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

The above and foregoing is a full, true ang carrect
original record ngw in m

Y lawlul custody and posse
frfe:ﬂgcirded in the public recor
0

photegraphic copy of the
PAG

550N, as the siriess
us of my cffice, found in VOL. ,
THRUZ1S OEEES% PUBLIC
f.g‘;%'..;"ag}‘ I hereby certiied OCTOBER 27. 2005
! . COUNTY CLERK
E

e - DIANNE 0. FLOREZ

%Viﬁ § REEVES COUNTY, s o0
N L3
s o DEPUTY®

TIYI L]
snad
(12 1]
aene
sunt



+PROSFECT: TX55A QUEEN BEE

KEEP FOR YOUR RECORDS

041017

THE AMOUNT OF THIS CHECK IS IN PAYMENT OF RENTAL DUE PARTY OR PARTIES
UNDER THE OIL AND GAS LEASE DESCRIBED BELOW FOR THE PERIOD STATED
IF CORRESPONDENCE IS REQUIRD PLEASE REFERENCE THE LEASE NUMBER LISTED BELOW

rﬁm. ST OF TX M-105317
L

EASE DATED | STATE COUNTY OR PARISH GROSS ACRES PR e A i3 mLmou LEASE NUMBER
07-19-05] TX| REEVES 240.0009 715 | 310 12 [ 7-19-06l99lTX2 78689
FOR CREDIT TO
LEGAL: T&P
ST OF TX 5317 $1,200.00

06047484




5,

ii@%

we Filed: Lﬂ

2

Qg

lerri E. Patterson, Commissioner




KEEP FOR YOUR RECORDS 45273

. E AMOUNT OF THIS CHECK MENT OF RENTAL DUE PARTY OR PARTIES
FICEpects TR QUEEN ‘BER L:i:: THE 0|2 ATN?) G(.;;[I:.I-LA;:;;F;?‘;IBED BELOW P(;ﬂ THE PE{:IIOD STATED.
g:. ST OQF TX M-105317 IF CORRESPONDENCE IS REQUIRD PLEASE REFERENCE THE LEASE NUMBER LISTED BELOW.
I LEASE DATED pTATE |  comwty om pamrsw oross AcrEs | .. RECORPED Fﬁnc’_;_ | pntmatan SAMSON LEASE NUMBER|
07{32{2005ITX REEVES 240.00[715 l 310 Yrly 07/19/2007 78689000
FOR CREDIT m—Legal .
COMMISSIONER OF GENERAL LAND OFFICE 1,200.00

STATE OF TEXAS
1700 N CONGRESS AVE
AUSTIN TX 78701

07043349

ST OF A




&,
o NE 1092/

1 [, o -
Date Filed @[/%1017
Qﬂ\/h Patterson, Commissioner
By { o

I




KEEP FOR YOUR RECORDS 51188

A THE AMOUNT OF THIS CHECK IS IN PAYMENT OF RENTAL DUE PARTY OR PARTIES
Prospect: TXSSA QUEEN BEE uun@n THE OIL AND GAS LEASE DF_SACR'ITIED BELOW F&l THJF. F.‘;RIOD s'rn?an.
2 ST OF TX M-105317 IF CORRESPONDENCE IS REQUIRED PLEASE REFERENCE THE LEASE NUMBER LISTED BELOW.
' LeAs® pATED hrare | comry om pAmrsw oRo8s ACRES |gno "M F'ﬂ::_ | MONTHS | sausow nmAsE wumsEx ‘
| 07/19/2005| TX | REEVES 240.00[715 310 Yrly 07/19/2008| 78689000
POk T egal. .
COMMISSIONER OF GENERAL LAND 6,000.00

STATE OF TEXAS
1700 N CONGRESS AVE
AUSTIN TX 78701

RECEIVED 08019750

JUN 1 8 2008

ST OF TX M 105317 ENERGY RESOURCES \9’\

Total 6,000.00




A (05317

Bty Pt
Date Filed: w//b//ay

Jerry E tlc sioner
By




GENERAL LAND OFFICI

4

i/

December 19, 2009
Certified Mail # 7007 0710 0000 5379 6198

Samson Lone Star, LL.P.

Samson Plaza

Two West Second Street

Tulsa, OK 74103-3103 /

RE:  Mineral file number MF-105314, MF105315, MF105317, MF105321
Termination for non-payment of Rental
Reeves County

Gentlemen:

Our records indicate that the captioned leases have terminated for failure to pay the delay rentals
due July 19, 2009.

Any well on these tracts should be plugged and abandoned in accordance with Railroad
Commission Rules and Regulations. The General Land Office will actively oppose any action to
avoid or postpone compliance with these requirements.

If you have any questions regarding this assessment you may contact me at (512) 463-5407.

Sincerely,

2

Carl Bonn, CPL

Mineral Leasing, Energy Resources
Phone: (512) 463-5407

Fax: (512) 475-1543
carl.bonn@glo.state.tx.us

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

www.glo.state.tx.us

JERRY PATTERSON, COMMISSIONER




MIE105 5[] @

File %o.
Koo Cal 7 o N~

Date Filed: {2 ‘/? df

Jerry E. Patterson, fspmmissioner

By Lol [Shun




