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FILE# 2860

General Land Office
Act Lease Form
Revised, September 1987

Austin, Texas

OIL AND GAS LEASE

THIS AGREEMENT is made and entered into this ___{s{  day of

2005 | between the Stale of Texas, acling
by and through Rs agent, __ SIGMAR. INC
of

18701

(Giva Parmanent Addiess)

sald agent herein reflerred to as the owner of the soil (whether one or more), and PETRO-HUNT. LLC

of 1601 Elm Street - Suite 3400, Dallas. Texas 75201-5720 hersinafler calied Lessee
(Give Permanent Address)

1. GRANTING CLAUSE. For and in consideration of the amounts staled below and of the covenants and agreements 10 be paid, kept
performed by Lessee under this lease, the State of Texas acting by and through the owner of the soll, hereby grants, lsases and lets unto Lessse,
the sole and only purpose of prospecting and driling for and producing ol and gas, laying pipe lines, building tanks, storing ol and buliding
slations, lelephone lines and other structures thereon, 1o produce, save, take care of, treat and transport said products of the lease, the following
situated in Reeves County, State of Texas, to-wit:

3

i

East Half of the Northeast quarter (E/2 NE/4) Section 12,
East Half of the Southwest quarter (E/2 SW/4) Section 13,
East Half of the Northeast quarter (E/2 NE/4) Section 13,
East Hall of the Southeast quarler (E/2 SE/4) Section 24,
Biock 58, Public School Lands

ining 320 acres, more of less. The bonus consideration paid for this lease is as follows:

To the State of Texas: _Seven Thousand and no/100
Dollars ($700000 )

To the owner of the sail: _Seven Thousand and no/100
Dollars ($7,000.00 )

Total bonus consideration: __Fourteen and no/100
Dollars ($_14.000.00 )

muuwmmmmr-u-m-md_gﬁgmfm
Dollars (3.150.00 )perscre,on ____ §333  netacres

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

True and Correct
copy of
Original filed in
Reeves County
Clerks Office
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1. DELAY RENTALS. If no well is commenced on the leased premises on or befors ona (1) year from this date, this lease shall lerminate,
uriu-onorbdou.uuhmninmrvd.l-Lmulhllpnyovtunduhhmﬂlholdalohhudlhm Vel Fargo Bank. N A
Bank, st Midland. Texas
uhmmum-mmwum—humumuﬂummmhm.
Lessee shall pay or lender to the COMMISSIONER OF THE GENERAL LAND OFFICE OF THE STATE OF TEXAS, AT AUSTIN, TEXAS, s like sum on
umuuau-.wmumww--wmwmnmdmhmmu-uh
one (1) year from said date. Payments under this paragraph shall be in the following amounts:

To the owner of the soll: _Forty-sbx and §7/100

Doltars (346,67 )
To the State of Texas: __Forty-six and 86/100

Dolars (34666 )
Total Delay Rental: _____Ninety-three and 33100

Dollars ($.93.33 )
and upon like payments or tenders annually, the commencement of a well may be further deferred for successive periods of one (1)
the primary term. All payments or tenders of rental to the owner of the soll may be made by check or sight draft of Lessee, or any
assignee of this lease, and may be delivered on of before the rental paying date. If the bank designated In this paragraph (or s successor bank) should
cease to exis!, suspend busineas, liquidate, fail or be succeeded by another bank, or for any reason fail or refuse to sccept rental, Lessee shall not be

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

4. PRODUCTION ROYALTIES. Upon production of oll and/or gas, Lesses agrees 1o pay or cause 10 be paid one-hall (1/2) of the royalty
provided for in this lsase to the Commissioner of the General Land Office of tha State of Texas, st Austin, Texas, and one-haif (1/2) of such royslty to the
owner of the soll:

(A) OIL. Royalty payable on ofl, which is defined as including all hydrocarbons produced in a iquid form at the mouth of the well and also as
sl condensate, distillate, and other liquid hydrocarbons recovered from ofl or gas run through s separator or other equipment, as hereinafier provided,

' .. hydrocarbons, respectively, of & like type and gravity in the general area where produced and when run, or 2) the highest market price thereof offered or
M8 ™ paid in the general area where produced and when run, or 3) the gross proceeds of the sale thersof, whichever is the greater. Lesses agrees that before
any gas produced from the leased premises is sokd, used or processed in & plant, R will be run free of cost (o the royalty owners through an adequate ol
."". and gas separator of conventional type, or other equipment at least as efficient, so that all liquid hydrocarbons recoverable from the gas by such means
LTS will be recoversd. The requirement thal such gas be run through a separator of other squipment may be walved, In writing, by the royalty owners upon
such terms and conditions as they prescribe.

. (8) NON PROCESSED GAS. Royalty on any gas (including flared gas), which s defined as all hyd and g substances not
& dafinad as ol In subparagraph (A) above, produced from any well on said land (excepl as provided hersin with respect lo gas processed in a plant for
. the extraction of gasoline, liquid hydrocarbons or other products) shall be 1/4 part of the gross production of the markel value thersof, sl the
Oo.: option of the owner of the soil or the Commissioner of the General Land Office, such value 1o be based on the highest markel price paid or offered for

gas of comparable quality in the general area where produced and when run, or the gross price pakd or offered to the producer, whichever is the greater;
. provided that the maximum pressure base in measuring the gas under this lease shall not st any time exceed 14.65 pounds per square inch absolute,
et v and tha standard base temperature shall be sbdy (60) degrees Fahrenhedl, correction to be made for pressure according lo Boyle's Law, and for specific

L gravity according lo tests made by the Balance Method or by the most approved method of testing being usad by the industry st the time of lesling

(C) PROCESSED GAS. Royalty on any pas processed in a pasoline plant or other plant for the recovery of pasoline or other lquid
hydrocarbons shall be 1/4 part of the residue gas and the liquid hydrocarbons exiracted or the market value thareof, at the option of the owner
of the soll or the C of the G | Land Office. Al royalties due herein shall be based on one hundred percent (100%) of the total plant
production of residue pas stiributable to gas produced from this lease, and on fifty percent (50%), or that percent accruing lo Lessee, whichever s the
greater, of the total plant production of liquid hydrocarbons afiributable 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 affiliste) owns an inferest, then the percentage appiicable to liquid
hydrocarbons shall be fifty percent (50%) or the highest percent sccruing to a third party processing gas thvough such plant under a processing
agreement negotiated at arm's length (or If there is no such third party, the highest percent then being specified In processing agreements or contracts in
the industry), which is the greater, The respecti yalties on residue gas and on liquid hydrocarbons shall be determined by 1) the highest market
price paid or offered for any gas (or liquid hydrocarbons) of quality in the peneral area, or 2) the gross price paid or offered for such residue
gas (or the weighted svernge gross salling price for the respective grades of liquid hydrocarbons), whichever is the greater. In no event, however, shaill
the royalties payable under this paragraph be less than the royalties which would have been due had the gas nol been processed

(D) OTHER PRODUCTS. Royalty on carbon black, sulphur or any other products produced of manufactured from excepting
hydrocarbons) whether sald gas be "casinghead,” "dry,” or any other gas, by fractionating, burning or any other p '..Mb-p gM pu‘th:
the gross production of such products, or the markel value thereof, st the option of the owner of the soll or the Commissioner of the General Land Office,
such market value to be determined as follows: 1) on the basis of the highest market price of sach product for the same month in which such product is
M,or?}onhMdhmmﬂmd-ﬁmhmmmnmmMnM.Mhh

6. MINIMUM ROYALTY. During any year after the expiration of the primary term of this lease, If this lease is maintained by production, the
roynll-pnumd-!hhluulnmmMh—ﬂmnmwhhwm&ywwm;w\-&,mﬁh
m“umm:p:ammmm“Mmhmmd“m.m“h“wmwm“

year. If Paragraph 3 of this lease does not specify a rental amount, then for the purposes
paragraph, the delay rental amount shall be one dollar ($1.00) per acre. - o

True and Correct
copy of
Original filed in
Reeves County
Clerks Office
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6. ROYALTY IN KIND. Notwithstanding any olher provision in this lease, st any time or from lime 1o time, the owner of the sol or the
G I8 of the G | Land Office may, st the option of either, upon not less than sixty (80) days notice to the holder of the lease, require that the
payment of any royalties sccruing o such royalty owner under this lease be made In kind The owner of the soll's of the Commissioner of the General
Land Office’s right to take its royalty in kind shall not diminish of negate the owner of the soil's or the Commissioner of the General Land Office’s rights
of Lessee's obligations, whether express of imphed, under this lease.

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

B. PLANT FUEL AND RECYCLED GAS. mmunmmwp-mwnuﬁwmd-\ym
used to process gas produced h der in any pr plant. Notwithstanding any other provision of this leass, and subct 1o the written consent of
v-mdnuumucmdnwwm Lessee may recyche gas for gas it purposes on the leased premises or for
injection into any ol or gas producing formation underlying the leased premises after the liquid hydrocarbons contained in the gas have been removed,
na royalties shall be payable on the recycled gas until R is produced and sold or used by Lessee in a manner which entities the royalty owners 1o a
roysity under this lease.

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

Payment of royalty on production of oll and gas shall be as provided in the rules set forth in the Texas Register. Rules currently provide that royalty on oll
is due and must be received in the General Land Office on of before the Sth day of the second month succeeding the month of production, and royalty
on gas s due and must be received in the General Land Office on or before the 15th day of the second month succeeding the month of production,
accompanied by the affidavit of the owner, manager or other authorized agent, completed in the form and manner prescribed by the General Land Office

records of reports confirming the gross production, disposition and market value including gas meler reads i d pas line receipts and
other ks of wa of Mmmmmmum“wl'-upwwmmmum
which the General Land Office may require to verify the gross production, disposition and market value. In all cases the authority of @ manager of agent
lo act for the Lessee herein must be filed in the General Land Office. Each royalty paymant shall be accompanied by a check stub, schedule, summary
or other remittance advice showing by the assigned General Land Office lease number the amount of royalty being pakd on each lease. |f Lessee pays
his royalty on or before thirty (30) days after the royalty payment was due, then Lessee owes a penalty of 5% on the royalty or $25 00, whichever is
greater. A royalty payment which is over thirty (30) days late shall accrue a penalty of 10% of the royalty due or $25.00 whichever is greater. In addition
o a penalty, royalties shall sccrue interest at a rate of 12% per year, such interest will begin lo accrue when the royalty is sbdy (60) days overdue
Affidavits and supporting documents which are not filed when due shall incur & penalty in an amount set by the General Land Office administrative rule
which is effective on the dale when the affidavits of supporting documents were due. The Lessee shall bear all responsibility for paying of causing
royalties 1o be paid as prescribed by the due dale provided hersin. Payment of the delinquency penalty shall in no way operale to prohibd the Stale's
right of forfeiture as provided by law nor act to postpone the date on which royalties were originaily due. The above penalty provisions shall not apply in
cases of itle dispute as o the State's portion of the royalty or (o that portion of the royalty in dispute as to fair markel value

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually fumish the C L of the G | Land Office

: e m.m,m-,mmuuumqumh spection and ination by the C ey dwmmm«.ﬁ

b ] (B) PERMITS, DRILLING RECORDS., Written notice of all operations on this lease shall be submitied to the Commissioner of the General
000.' Land Office by Lessea or operator five (5) days before spud date, work , re-antry, | Twmummmdwwu
. M,SMMWWNMMWMMMO!WP 1 forms Tor apph o drill. Copies of well lests,

wmmdmmmmmmm-Tmamcm All

" es ummdwﬂ'olnlnumannmwmmumummdnuummmmnhn
o T General Land Office within fifteen (15) days after the making of said survey.

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

11. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, during the primary term hereofl and prior to discovery and
production of oll of gas on saki land, Lessee should drill & dry hole or holes thereon, or If during the primary term hereol and after the discovery and
actual production of oll or gas from the leased premises such production thereol should cease from any cause, this lease shall not terminate if on o
before the expiration of sbdy (60) days from date of completion of sald dry hole or cessation of production Lessee commences additional driling or
operations thereon, of pays of tenders the next annual delay rental in the same manner as provided in this lease. If, during the last year of the
term or sixty (60) days prior thereto, a dry hole be completed and abandoned, or the production of oll or gas should cease for any cause,
'llen remain in full force and effect without further operations until the expiration of the primary term; and if Lesses has nol resumed

quantities at the expiration of the primary term, Lessee may maintain this lease by conducting additional drilling or reworking

1
%zg

True and Correct
copy of
Original filed in
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operations pursuant to Parsgraph 13, using the axpiration of the primary term as the date of cessation of production under Paragraph 13. Should the first
well of any subsequent well drilled on the above described land be pleted as & shut-in ol or gas well within the primary term hereof, Lesses may
resume payment of the annual rental in the same manner as provided hersin on or before the rental paying date following the expiration of sixy (80)
days from the date of completion of such shut-in off or gas weil and upon the fallure to make such payment, this lease shall ipso facto terminate. |f of the
expiration of the primary term or any time thereafler & shut-in oll or gas well is located on the leased premises, payments may be made in accordance
with the shut-in provisions hersol

12. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. If, at the expiration of the primary term, nefther ofl nor gas is being

said well or for drilling or reworking of any additional weils are prosecuted In good faith and In workmaniike manner without interruptions lotaling more
than sbdy (60) days during any one such operation, and If they result In the production of oll and/or gas, 80 long thersafter as oll and/or gas is produced
in paying quantities from said land, or payment of shut-in ol of gas well royalties or compensatory royaities is made as provided in this lease

13, CESSATION, DRILLING, AND REWORKING. If, after the expiration of the primary term, production of oll or gas from the lessed
m.ﬂmM,m_m.wm.mh—MMMlemMum
operations within sidy (60) days after such cessation, and this lease shall remain In full force and effect for 80 long as such operations continue In good
faith and In workmaniike manner without interruptions totaling more than sbdy (80) days. If such drilling or reworking operations result In the production
u’alcrp-,hh-olh.lnmdnhMﬂmxmddhdhnw-nlwplbmmummhmmum
of shut-in oil or gas well royalties or payment of compensatory royalties is made as provided hersin of as provided by law. If the drilling or reworidng
operations result in the completion of & well as a dry hole, the lease will not terminate If the Lessee commences additional driling or reworiing
mmm(aa)u-ynnuhmduu--mm.wmmuwnmawummmu
reworking operations In good faith and in a workmaniike manner without Interruptions lotaling more than sbdy (60) days. Lessee shall give written notice
to the General Land Office within thirty (30) days of any cessation of production.

14, SHUTIN ROYALTIES. For purposes of this paragraph, “well” means any well that has been assigned a well number by the state sgency
having jurisdiction over the production of oll and gas. I, sl any lime afler the axpiration of the primary term of a lease that, until being shut in, was being
maintained in force and effect, & well capable of producing oll or gas In paying quantities is located on the leased premises, but ol or gas is not being
produced for lack of sultable production facilities or lack of a suitable market, then Lessee may pay as a shut-in oil or gas royalty an amount
double the annual rental provided in the lease, but not less than 31,200 & year for sach well capable of producing ol or gas In paying quantities
Paragraph 3 of this leases does not specify s delay rental amount, then for the purp of this paragraph, the delay rental amount shall be one dollar
(8!.m)p-u=rl.Tohm,mWdepMMMuﬂmum:(I)hmdnmm.(‘ijunllhr
the Lessee ceases l0 produce ol or gas from the leased premises, or (3) 60 days after Lessse compistes a drilling or reworking operation in sccordance
with the lease provisions; whichever date is latest. Such payment shall be made one-half (1/2) to the Commissioner of the General Land Office and one-
haif (1/2) to the owner of the soll. If the shutn oll o gas royalty is paid, the lease shall be considered to be & producing lease and the payment shal
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, sfter that, if no sultable production facilities or sultable market for the oll or gas exists, Lessee may exiend the lease for four
more successive periods of one (1) ysar by paying the same amount sach year on or before the expiration of sach shut-in year.

L

16. COMPENSATORY ROYALTIES. I, during the period the lease is kepl in effect by payment of the shut-n ol or gas royalty, oll of gas is
sold and delivered In paying quantities from s well located within one th d (1,000) feet of the leased premises and completed in the same producing
reservoir, of in any case in which drainage is ocourring, the right to continue to maintain the lease by paying the shut-in ol or gas royalty shall ceasa, but
the lease shall remain effective for the remainder of the year for which the royalty has been paid. The Lessss may maintain the lease for four more
successive years by Lessee paying compensatory royaity st the royalty rate provided in the lease of the market value of production from the well causing
u-mumtmhhmmwmm“mn.mudhum.mw
royalty is to be paid monthly, one-half (1/2) to the Commissioner of the General Land Office and one-half (1/2) to the owner of the soll, beginning on or
before the last day of the month following the month in which the oll or gas is produced from the well causing the drainage or that is completed in the
mmwmmwunmmmu.muummm.lrwmmmgummumw
is an amount less than the annual shut-in oll or gas royalty, Lessee shall pay an amount equal 1o the difference within thirty (30) days from the end of the

12-month period. Compensatory royalty payments which are nol timely paid will accrue penalty and Interest in accordance with Paragraph 9 of this
lease None of these provisions will relieve Lessse of the obilgation of ble development nor the obligation to drill offsel wells as provided in
Texas Natural Resources Code 52173, h , at tha determination of the C issionsr, and with the Comminsioner's written approval, the payment

16. RETAINED ACREAGE. Notwithstanding any provision of this lease to the contrary, afler a well producing or capable of producing oil or
pmhMmh“M“M”thnWMWhmmmﬂu
wells as may ba reasonably necessary for the proper development of the leased premises and in marketing the production thereon.

(A) VERTICAL. In the event this lease is In force and effect two (2) years after the expiration date of the primary or extended term & shall then
lumhdn-hllatlmh-ipnmh-,BCEW(i)w“mmdMMthmmMMM
surrounding sach gas well capable of producing in paying quantities (including & shut-in oll or gas well as provided In Paragraph 14 hereof), or & well
wmmhMWhMMUMW.Gthd“MhIMMN
pursuant to Texas Natural Resowrces Code 52.151-52.154, or (3) such greater or lesser number of scres as may then be aliocated for production
nm_m-umuammmmumumwmdhwc«mhdmdrm.uqm
agency, of olher goves suthority having Jurisdiction. If st any time sfler the effective date of the partial termination provisions hersof, the

Mwm,mmmumm-udwmm-humunbﬂmammmm
Nmmwm\-umdﬁ-h-n-humdh“mhﬂ,““mmuhhﬂﬁidw
hwwmumnwhmmwumm-dhrm1w.m-mmwwqu
MM.MMNMWMmMNm-NMWhWlhoud(‘hmhnﬂ'),lw
access to and from the retained lands and for the gathering or transportation of oil, gas and other minerals produced from the retained lands.

True and Correct
copy of
Original filed in
Reaves County
Clerks Office
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(8) HORIZONTAL. In the svenl this leass is effect two (2) years after the sxpiration date of the primary of exiended lerm & shall
further terminale as 1o all depths beiow 100 feel below the lotal depth drilled (hersinafter "deeper depths”) in sach well caled on acreage retained in
pays an amount equal to one-half (1/2) of the
such amount i pakd, this lease shall be in force and effect as o

and 80 long thersafler as ofl or gas s produced n

?
3
3
E
:
]

square with the well localed in the center thereol, or such other shape as may be approved by the Commissioner of the General Land Office. Within

g
$
7}
:
i
g
i
q
i

17. OFFSET WELLS. Neithar the bonus, delay rentals, nor royalties paid, or 1o ba paid, this lease shall relleve Lessee of his obligation
to protect the oll and gas under the above-described land from being drained. Lessee, sublesses, recelver of olher agent in control of the leased
premises shall drill as many weils as the facts may justify and shall use appropriate means and drill to m depth necessary to prevent undue drainage of
ol

duction of oll or gas, the Lessee, sublessee, receiver or other agent in control of the

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soll owns less than the entire undivided surface estate in the above
described land, whether or not Lessee's interest is specified herein, then the royalties and rental herein provided to be paid lo the owner of the soll shall

royalty or rental due to the Commissioner of the General Land Office, Lessee or his authorized representative must submit 1o the Commissioner of the
General Land Office & writien nt which explains the epancy between the interes! purportedly leased under this lease and the actual inlerest
owned by the owner of the soll. The Commissioner of the General Land Office shall be paid the vaiue of the whole production allocable 1o any undivided
Interest not covered by 8 lease, less the proportionale development and production cost aliocable 1o such undivided § st H . In no event shall
the Commissioner of the General Land Office receive as a royalty on the gross production allocable to the undivided interest nol leased an amount less
han the value of one-sbdeenth (1/16) of such gross production.

(8) REDUCTION OF PAYMENTS., If, during the primary lerm, a portion of the land covered by this lease is included within the boundaries
of @ pooled unit thal has been approved by the School Land Board and the owner of the soll in sccordance with Natural Resources Code Sections
52.151-52.154, or if, &t any time afer the axpiration of the primary lerm or the extended lerm, this lease covers a lesser number of acres than the total
amount described herein, payments that are made on 8 per acre basis hereunder shall be reduced according to the number of acres pooled, released,
surmendered, of otherwise severed, so thal payments delermined on & per scre basis under the terms of this lease during the primary lerm shal be
calculated based upon the number of acres outside the boundaries of a pooled unit, of, If after the expiration of the primary lerm, the number of acres
actually retained and covered by this lease.

21. USE OF WATER. Lessee shall have the right to uss waler produced on said land necessary for operations under this lease excepl waler
from wells or tanks of the owner of the soll, provided, however, Lessee shall nol use polable waler or waler suitable for livestock or Wrigation purposes
for walerflood operations without the prior consent of the owner of the soil.

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

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

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

True and Correct
copy of
Original filed in
Reeves County
Clerks Office
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27. (A) ASSIGNMENTS. Under the conditions contained In this paragraph and Paragraph 29 of this lease, the rights and estates of either
party lo this lease may be assigned, in whole or in part, and the provisions of this lease shall extend to and be binding upon their heirs, devisees, legal

(1) & nominee of the owner of the soll;
(2)amwmhmumuﬂnuh-Mmuhmwum-mum
(3) & partnership in which the owner of the soll s & partner o is an smployes of such a partnership;

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

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

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

(7) » family member of the owner of the soil o relaled 1o the owner of the soil by marriage, blood, or adoption

:1.qu(:unvounr.mmdhumumnummmmmmwmmhsumu-uh
mhludprvnh-.Wrmhmmdlh-mdhmlmﬂd“hbmdmnm,hmdhnlhuﬂﬂdhpuhs%ifl
interests before his personal interests.

corect log of any well, o if Lessee shall knowingly violate any of the material provisions of this lease, or If this lease is assigned and the
mwwm-mnn,mmmmmmuuwmmwn

copy of

Clerks Office
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forfelt same when sufficiently Informed of the facts which suthorize a forfelture, and when forfellad the area shall again be

terms of the Relinquishment Act. H , nothing herein shall be consirued as waiving the automalic lermination of this

lease by operation of law or by reason of any special imitation arising hersunder. Forfeltures may be sel aside and this lease and all rights theveunder

of snother intervene upon satisfactory evidence to the Commissioner of the Genersl Land Office of future compliance with

the provisions of the law and of this lease and the rules and regulations thal may be adopled relative herelo.
In

33. LIEN. In accordance with Texas Natural Resources Code 52138, the Stale shall have a first len upon all ol and gas produced from the

of all unpaid royalty and other sums of money thal may become due under this lease. By acceptance of

this lease, Lessee grants the State, in addition 1o the llen provided by Texas Natural Resources Code 52136 and any other applicabie statulory ben, an
express contractual llen on and security interest in all leased minerals in and extracted from the leased premises, all procesds which may accrue lo
Lessee from the sale of such leased minerais, whether such proceeds are heid by Lessee or by a third party, and all fdures on and improvements to the
leased premises used In connection with the production of processing of such leased minerals In order to secure the payment of il royalties o other
amounts due of lo become due under this lease and lo secure payment of any damages of loss that Lessor may suffer by reason of Lessee's breach of
any covenant of condition of this lease, whether express or implied. This lien and sacurity may be foreciosed with or without court proceedings in

3. POOLING. Lessee is hereby granted the right to pool or unitize the royalty interest of the owner of the soll under this lease with any other
leasehold or mineral interest for the exploration, development and production of oll or gas or either of them upon the same terms as shall be approved
by the School Land Board and the Commissioner of the General Land Office for the pooling or unitizing of the interest of tha Stale under this lease
pursuant to Texas Natural Resources Code 52.151-52 154. The owner of the soll agrees thal the inclusion of this provision in this lease salisfies the
execution requirements stated in Texas Natural Resources Code 52152

36. INDEMNITY, Lessee hereby reieasas and discharges the Stale of Texas and the owner of the soll, their officers, employses, partners,
agents, contractors, subcontractors, guests, invitees, and their respective successors and assigns, of and from all and any actions and causes of action
of every nalure, or other harm, including environmental harm, for which recovery of damages is sought, including, but not imited to, all losses and
expenses which are caused by the activities of Lessee, s officers, smployees, and agents arising out of, incidental to, or resulting from, the operations
of or for Lessee on the leased premises hereunder, or that may arise out of or be occasioned by Lessee's breach of any of the lerms or provisions of this
Ay-m-i umemewudeL-_ Further, Lu-h-qu—lnuuhfu m hn-miﬁ
defend the State of Texas and the owner of the sol, thelr officers, employees and agents, their
Ndmmhﬂn damages, actions, personal injury (including death), costs and expenses, mmmmunnumyuw
s sought, under any theory Including lor, contract, or strict Nability, including attomeys’ lees and other legal expenses, including those relaled o
environmental hazards, on the leased premises of in any way relaled o Lessee's failure 1o comply with any and all environmental laws, those arising
from of in any way related lo Lessee's operstions or any olher of Lessea's aclivities on the leased premises; those arsing from Lessea's use of the
surface of the leased premises, and those thal may arise out of or be occasioned by Lessae's breach of any of the terms or provisions of this Agreemant
of any olher act or omission of Lessee, its direclors, officers, empioyees, pariners, agents, conlractors, subconiractors, guests, invitees, and (heir
respective successors and assigns. Each assignee of this Agreement, or an interes! therein, agrees 1o be liable for, exonerate, indemnify, defend and
hoid harmiess the Stale of Texas and the owner of the soil, their officers, empioyees, and agents in the same manner provided above in connection with
the activities of Lessee, s officers, employees, and agents as described above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF
THE INDEMNITY OBLIGATIONS AND\OR LIABILITIES ASSUMED UNDER THE TERMS OF THIS AGREEMENT SHALL BE WITHOUT LIMITS AND
WITHOUT REGARD TO THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXISTING CONDITIONS), STRICT LIABILITY, OR THE
NEGLIGENCE OF ANY PARTY OR PARTIES (INCLUDING THE NEGLIGENCE OF THE INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE
BE SOLE, JOINT, CONCURRENT, ACTIVE, OR PASSIVE.

-...' - 36. ENVIRONMENTAL HAZARDS. Lessee shall use the highes! degree of care and all reasonable safeguards 1o prevent contaminalion of

oo pollution of any environmental medium, Including soll, surface waters, groundwater, sediments, and surface or subsurface sirata, ambient air or any
e "0 other environmental medium in, on, or under, the leased premises, by any waste, pollutant, or contaminant. Lessee shall not bring or permit to remain on
Seea the leasad premises any asbestos containing malerials, explosives, loxic malerials, umw-mmmm
. hazardous substances (as the term “Hazardous Substance® is defined in the Compreh Envir | Response, Compensation and Liability Act

(CERCLA), 42 US.C. s.auumm1-m)ummmmmm.uw-uuwrmmmm
| u...: ordinary products commonly used in connection with o and gas expioration and development operstions and siored in the usual manner and quantlties.
. . LESSEE'S VIOLATION OF THE FOREGOING PROHIBITION SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND
1 - LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST
| . "'! ANY CLAIMS, DAMAGES, JUDGMENTS, PENALTIES, LIABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS' FEES AND COURT
COSTS) CAUSED BY OR ARISING OUT OF (1) A VIOLATION OF THE FOREGOING PROHIBITION OR (2) THE PRESENCE, RELEASE, OR
* DISPOSAL OF ANY HAZARDOUS MATERIALS ON, UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OR
* e CONTROL OF THE LEASED PREMISES. LESSEE SHALL CLEAN UP, REMOVE, REMEDY AND REPAIR ANY SOIL OR GROUND WATER
.__b CONTAMINATION AND DAMAGE CAUSED BY THE PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER, OR ABOUT
THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITH THE REQUIREMENTS OF
APPLICABLE LAW. THIS INDEMNIFICATION AND ASSUMPTION SHALL APPLY, BUT IS NOT UIMITED TO, LIABILITY FOR RESPONSE
ACTIONS UNDERTAKEN PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IMMEDIATELY
GIVE THE STATE OF TEXAS AND THE OWNER OF THE SOIL WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS
PARAGRAPH, UPON LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY
GOVERNMENTAL AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBLIGATIONS

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

37. APPLICABLE LAW. This lease is issued under the provisions of Texas Natural Resources Code 52.171 through 52180, commonly
known as the Relinquishment Act, and other applicable statutes and amendments thareto, and If any provision in this lease does not conform o these
statutes, the statutes will prevail over any nonconforming lease provisions.
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38, EXECUTION. This oll and gas lsase must be signed and acknowledged by the Lessee belore It is fled of record in the county records and
in the General Land Office of the State of Texas Once the filing requirements found In Paragraph 36 of this lease have been salisfied, the effective date
of this lease shall be the date found on Page 1.

39. LEASE FILING. Pursuant to Chapler § of the Texas Business and Commaerce Code, this lease must be fled of record in the office of the
County Clark in any county in which all or any part of the leased premises s localed, and certified coples
Office. This lease is not effective untll & certified copy of this lease (which is made and certified by the County Clerk from his records) is fled in the
General Land Office in sccordance with Texas Natural Resources Code 52 183 Additionally, this lease be
recites the actual and true consideration pald or promised for execution of lease. The bonus due
sccompany such certified copy to the General Land Office.

:;sssa Y{j j Lj} _J }o J/

e Bruce Hunt, President .J"H 4‘1

Date: fé éﬂg.{
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STATE OF TEXAS

BY:
Individually and as agent for the State of Texas

Date:

STATE OF TEXAS STATE OF TEXAS

BY: BY:

Individually snd as agent for the State of Texas Individually and as agent for the State of Texas
Date: Date
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Reeves County
Clerks Office




gook 700 pace 09

STATE OF TEXAS (CORPORATION ACKNOWLEDGMENT)
COUNTY OF MIDLAND
BEFORE ME, the undersigned asuthority, on this day p lly app d Sigrid M. Coats
known to me lo be the person whose name is subscribed to the foregoing Instruments as President
of and acknowledged 1o me that he
executed the same for the purposes and consideration therein expressad, In the capacity stated, and as the act and deed of said corporation.
Given under my hand and seal of office this the L% day of April 2008
,‘ /
LL(L\_ \—4:."_/ ';l'J“\,{,-l 3
7 o v
Notary Public in and for ;{_)ﬁ-d— o 4 fipan’
STATE OF ~[Q¥0S (CORPORATION ACKNOWLEDGMENT)
counTy oF _Dallag
BEFORE ME, the undersigned authority, on this day personally appeared -1
known to me to be the person whose name is subscribed 1o the foregaing instruments as s e
o Btvo- Hont LL.C. and acknowledged to me that he
axecuted the same for the purposes and consideration thersin exp in the cap “,mm-unmmu-ﬂmton?ow.
b 11
Given under my hand and seal of o ! [y, day of 20 ;

Notary Public in and

STATE OF E : ............ ! (INDIVIDUAL ACKNOWLEDGMENT)
COUNTY OF
BEFORE ME, the undersigned authority, on this day personally appeared

known 1o me 10 be the persons whose names are subscribed o 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 ] :

Notary Public in and for

STATE OF (INDIVIDUAL ACKNOWLEDGMENT)

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

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

Given under my hand and ssal of office this the day of 20_____.
Notary Public in and for
AT POV e LY [ LoaAl L KENIA
OR USE b+ w0y AN e COLON
UR EACY b oabii L S . LRIt ™
FILE NO. 2860 o
FILED FOR RECORD ON THE  14TH DAY OF JULY A.D. 2005 4:49 P m.
DULY | 19TH DAY OF JULY A.D. 2005 9:00 A M.
BY: » DEPUTY DIANNE O. FLOREZ, COUNTY CLERK

REEVES COUNTY, TEXAS

True and Correct
copy of
Original filed in
Reaves County
Clerks Office
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\
Jerry E. Parterson, Commissioner

CERTIFIED TRUE AND CORRECT COPY CERTIFICATE
STATE OF TEXAS

COUNTY OF REEVES
Th 'd loregoing 15 a full, true and coreg ograptic copy of the
ongin d now in my lawful custody and p 0, 85 Ihe_same 1§
filed/recorded in the public records of my office found in VOL 0

PAGE_Q1 ™HRU_09
hereby cerified on JULY 20, 2005

DIANNE O. FLOREZ, COUNTY CLERK
REEYES COUNTY, TE.
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General Land Office
Relinquishment Act Lease Form
Revised, September 1997

Austin, Texas

OIL AND GAS LEASE

THIS AGREEMENT is made and entered into this 15t dayof Aptil 2005 . between the Stale of Texas, acting
by and through its agent, _______ LAJ Corporation
of PO Box 10626, Midland, Texas 79702 - 0626
(Give Permanent Address)
said agent herein referred 1o as the owner of the soil (whether one or mors), and PETRO-HUNT. LLC
of 1601 Eim Street - Suile 3400, Dallas, Texas 75201-5720 hereinafter called Lessee

{Give Permanent Address)

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

East Half of the Northeast quarter (E/2 NE/4) Section 12,
East Half of the Southwest quarter (E/2 SW/4) Section 13,
East Half of the Northeast quarter (E/2 NE/4) Section 13,
East Half of the Southeast quarter (E/2 SE/4) Section 24,
Block 59, Public School Lands

containing 320 acres, more of less. The bonus consideration paid for this lease is as follows

To the State of Texas: __Seven Thousand and no/100
Dollars ($.7.000.00 )

To the owner of the soll. _Seven Thousand and no/100
Dollars ($.7.000.00 )

Total bonus consideration: __Fpurieen and no/100
Daollars (3_14.000.00 )
The total bonus consideration paid represents a bonus of ___One Hundred Fifty
Dollars ($.150.00 ) peracre,on 9333 net acres

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

copy of

True and Correct

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

Bank, at 5
of its successors (which shall i as the dep y regardiess of changes in the ownership of said land), the amount specified below, in addition,
Lessee shall pay or tender to the COMMISSIONER OF THE GENERAL LAND OFFICE OF THE STATE OF TEXAS, AT AUSTIN, TEXAS, a like sum on
or before said dale. Pmmmn\lsp-wnphmllnpimannmﬂwn\lﬂmruﬂpmihgcddﬂuﬂngmocmmmulnmm
one (1) year from said date. Payments under this paragraph shail be in the following amounts

To the owner of the soil. _ Forly-six and 67/100
Dollars (5 46,67 3
Tothe State of Texas: __ Forty-six and 66/100
Dollars (54666 )
Tolal Delay Rental ____Ninety-three and 3100
Dollars ($.93.33 )

in a like manner and upon like payments or tenders annually, the commencement of 8 well may be further deferred for successive periods of one (1)
year each during the primary term. All payments or tenders of rental 1o the owner of the soil may be made by check or sight draft of Lessee, or any
assignee of this lease, and may be delivered on or before the rental paying date. If the bank designated in this paragraph (or fis successor bank) should
cease to exist, suspend business, liquidate, fail or be succeeded by another bank, or for any reason fail or refuse to accepl rental, Lessee shall not be
held in default for failure to make such payments or tenders of rental until thirty (30) days after the owner of the soil shall deliver lo Lessee a proper
recordable instrument naming another bank as agent 1o receive such payments of lenders

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

(A) OIL. Royalty plylhhonnl,whhhud-ﬁmduuw&mgllhyﬂlncmmploducodMIlqwmmllhcuMholmmlmmu
all condensate, distillate, and other liquid hydrocarbons recovered from oll or gas run through a separator o other equipment, as hereinafter provided,
shall be 14 pant of the gross production of the market value thereol, al the oplion of the owner of the soill or the Commissioner of the General
Land Office, such value to be determined by 1) the highes! posted price, plus premium, if any, offered of paid for oil, condensale, distillate, or other iquid
hydrocarbons, respectively, of a like type and gravily in the general area where produced and when run, o 2) the highest market price thereof olfered or
paid in the general area where produced and when run, of 3) the gross proceeds of the sale thereaf, whichever is the greater. Lessee agrees that belore
any gas produced from the leased premises is soid, used of processed in a plant, & will be run free of cost to the royaity owners through an adequate oil
and gas separator of conventional type, or other equipment at least as efficient, so that all liquid hydrocarbons recoverable from the gas by such means
will be recovered. The requirement that such gas be run through a separator or other equipment may be waived, in writing, by the royalty owners upon
such terms and conditions as they prescribe.

(B) NON PROCESSED GAS. Royalty on any gas (including flared gas), which is defined as all hydrocarbons and gaseous substances not
defined as oil in subparagraph (A) above, produced from any well on said land (except as provided herein with respect lo gas processed in a plant for
the extraction of gasoline, liquid hydrocarbons or other products) shall be ___1/4 part of the gross production or the market value thereof, at the
upuonollhnmﬂmuﬂum(:ombdmdlmsmmumom.nmhuluclobobmdonmwnnmmpttopouudlundm
gas of comparable quaifty in the general area where produced and when run, or the gross price paid or offered lo the producer, whichever is the greater,
provided that the maximum pressure base in measuring the gas under this lease shall not at any time exceed 14.65 pounds per square inch absolute,
and the standard base temperature shall be sixty (60) degrees Fahrenheft, correction to be made for pressure according lo Boyle's Law, and for specific

: o’ gravity according lo lests made by the Balance Method of by the most approved method of testing being used by the industry at the time of lesting
-

(C) PROCESSED GAS. Royalty on any gas processed in a gasoline plant or other plant for the recovery of gasoline or other liquid

ot00e hydrocarbons shall be __ 1/4 __ part of the residue gas and the liquid hydrocarbons extracted or the market value thereof, st the option of the owner
e, of the soil or the C of the G | Land Office Mmmmwmum«mmmoapmuummummm
. production of residue gas attributable lo gas produced from this lease, and on fifty percent (50%), or that percent accruing o Lessee, whichever is the
greater, of the total plant production of liquid hydrocarbons atiributable to the gas produced from this lease, provided that If liquid hydrocarbons are
tn...: recovered from gas processed in a plant in which Lessee (or its parent, subsidiary or affiliate) owns an interest, then the percentage applicable o liquid
. . hydrocarbons shall be fifty percent (50%) or the highest percent accruing to a third party processing gas through such plant under a processing
o ® agreement negotiated sl arm's length (or if there is no such third party, the highest percent then being specified in processing agreements o contracts in
e 0oy the industry), whichever is the greater. The respective royalties on residue gas and on liquid hydrocarbons shall be determined by 1) the highest market
G price paid or offered for any gas (or liquid hydrocarbons) of comparable quality in the general area, or 2) the gross price paid or offered for such residue
gas (of the weighted average gross selling price for the respective g of kquid hyd rbons), whichever s the greater. In no evenl, however, shall

."-o. the royalties payable under this paragraph be less than the royalties which would have been due had the gas nol been processed

ey

(D) OTHER PRODUCTS. Royalty on carbon black, sulphur or any other products produced or manufactured from gas (excepling liquid
hydrocarbons) whether said gas be “casinghead,” “dry,” or any other gas, by fractionating, burning or any other pr ing shall be 14 part of
the gross production of such products, or the market value thereol, at the option of the owner of the soil or the Commissioner of the General Land Office,
such market value lo be determined as follows: 1) on the basis of the highest market price of each product for the same month in which such 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

§. MINIMUM ROYALTY. During any year after the expiration of the primary lerm of this lease, If this lease is mainlained by production, the
royalties paid under this lease in no event shall be less than an amount equal to the total annual delay rental herein provided, otherwise, there shall be
due and payable on o before the last day of the month succeeding the anniversary date of this lease a sum equal lo the tolal annual rental jess the

_amount of royalties paid during the preceding year. If Paragraph 3 of this lease does not specily a delay rental amount, then for the purposes of this
paragraph, the delay rental amount shall be one dollar ($1.00) per acre
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6. ROYALTY IN KIND. Notwithstanding any olher provision in this lease, at any time or from time fo time, the owner of the soil or the
Commissioner of the General Land Office may, at the option of either, upon nol less than sixty (60) days notice to the holder of the lease, require that the
payment of any royalties accruing to such royalty owner under this lease be made in kind The owner of the soil's or the Commissioner of the Genera!
Land Offica’s right to lake its royalty in kind shall not diminish or negate the owner of the soil's of the Commissioner of the General Land Office’s rights
of Lessee's obligations, whether express of implied, under this lease

7. NO DEDUCTIONS. Lessee agrees that all royallies acoruing under this lease (including those paid in kind) shall be withoul deduction for
the cost of producing, gathering, storing, separaling, treating, dehydrating, compressing, processing, transporting, and otherwise making the oil, gas and
other products hereunder ready for sale or use Lessee agrees lo compute and pay royalties on the gross value received, including any reimbursements
for severance laxes and production relaled costs

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

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

Payment of royalty on production of ol and gas shall be as provided in the rules set forth in the Texas Register. Rules currently provide that royalty on oil
Is due and must be received in the General Land Office on or before the Sth day of the d month ding the month of production, and royalty
on gas is due and must be received in the General Land Office on or before the 15th day of the second month succeeding the month of production,
accompanied by the alfidavil of the owner, manager or other authorized agent, completed in the form and manner prescribed by the General Land Office
and showing the gross amount and disposition of all oil and gas produced and the marke! value of the oil and gas, logether with a copy of all documents,
records or reports confirming the gross production, disposition and market value including gas meler readings, pipeline receipls, gas line receipls and
other checks or da of nt produced and put info pipelines, tanks, or pools and gas lines or gas storage, and any other reports or records
which the General Land Office may require 1o verify the gross production, disposition and market value. In all cases the authority of a manager or agent
to act for the Lessee herein must be filed in the General Land Office. Each royalty payment shall be accompanied by a check stub, schedule, summary
or other remittance advice showing by the assigned General Land Office lease number the amount of royally being paid on each lease. If Lessee pays
his royalty on or before thirty (30) days after the royalty payment was due, then Lessee owes a penalty of 5% on the royalty or $25.00, whichever is
greater. A royalty payment which is over thirty (30) days late shall accrue a penalty of 10% of the royalty due or $25 .00 whichever is greater. In addition
o a penalty, royalties shall accrue interest st a rate of 12% per year, such interest will begin to accrue when the royally is sixty (60) days overdue
Affidavits and supporting documents which are nol filed when due shall incur a penalty in an amount set by the General Land Office adminisirative rule
which is effective on the date when the affidavils or supporting documents were due. The Lessee shall bear all responsibility for paying or causing
royalties to be paid as prescribed by the due date provided herein. Payment of the delinquency penalty shall in no way operale to prohibil the Stale's
right of forfeiture as provided by law nor act to postpone the date on which royalties were originally due. The above penalty provisions shall not apply in
cases of litle dispute as to the State's portion of the royalty or to that portion of the royalty in dispute as to fair market value

" .

el . 10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually furnish the Commissioner of the General Land Office
* with its best possible estimate of oil and gas reserves underlying this lease or allocable 1o this lease and shall furnish sald Commissioner with copies of
"t all contracts under which gas is sold or pr d and all subsequent agr ts and amendments to such contracts within thirty (30) days after
cea," entering into or making such conlracts, agreements or amendments. Such conlracts and agreements when received by the General Land Office shall be
5 held in confid by the G | Land Office unless otherwise authorized by Lessee. All other contracts and records pertaining to the production,
transportation, sale and marketing of the oil and gas produced on said premises, including the books and accounts, receipts and discharges of all wells,
.....: fanks, pools, meters, and pipelines shall at all times be subject to inspection and examination by the Commissioner of the General Land Office, the

Attorney General, the G , of the repr talive of any of them
':u...’ (B) PERMITS, DRILLING RECORDS. Written notice of all operations on this lease shall be submitted to the Commissioner of the General
. Land Office by Lessee or operator five (5) days before spud date, workover, re-entry, temporary abandonment or plug and abandonment of any well or
. wells. Such written nolice to the General Land Office shall include copies of Railroad C ission forms for application to drill. Coples of well lests,
Wt e completion reports and plugging reports shall be supplied to the General Land Office at the time they are filed with the Texas Railroad Commission, Al
.'... applications, permils, reports or other filings that reference this lease or any specific well on the leased premises and that are submitted to the Texas

Railroad Commission or any other governmental agency shall include the word *State” in the title. Additionally, In accordance with Railroad Commission
rules, any signage on the leased premises for the purpose of identifying wells, tank batteries or other associated improvements to the land must also
include the word “State " Lessee shall supply the General Land Office with any records, memoranda, accounts, reports, cultings and cores, or other
information relative to the operation of the above-described premises, which may be requested by the General Land Office, in addition lo those herein
expressly provided lor. Lessee shall have an electrical and/or radioactivily survey made on the bore-hole section, from the base of the surface casing lo
the total depth of well, of all wells drilled on the above described premises and shall transmit a true copy of the log of each survey on each well to the
General Land Office within fifleen (15) days after the making of said survey

(C) PENALTIES. Lessee shall incur a penalty whenever reports, documents or olther 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 dale when the materials were due in
the General Land Office

11. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, during the primary term hereof and prior to discovery and
production of oll or gas on said land, Lessee should drill a dry hole or holes thereon, or if during the primary term hereof and after the discovery and
actual production of oil or gas from the leased premises such production thereof should cease from any cause, this lease shall not terminate if on or
before the expiration of sixty (60) days from date of completion of said dry hole or cessation of production Lessee commences additional drilling of
rewarking operations thereon, of pays of lenders the next annual delay rental in the same manner as provided in this lease. If, during the last year of the
primary term of 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 rernain in full force and effect without further operations until the expiration of the primary term; and if Lessee has not resumed

.production in paying quantities at the expiration of the primary term, Lessee may maintain this lease by conducting additional drifling of reworking
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operations pursuant lo Paragraph 13, using the expiration of the primary term as the dale of cessation of production under Paragraph 13, Should the first
well or any subsequent well drilled on the above described land be compleled as a shut-in ofl or gas well wilhin the primary lerm hereol, Lessee may
resume payment of the annual rental in the same manner as provided herein on or before the rental paying dale following the expiration of sixty (60)
days from the dale of completion of such shul-in oil or gas well and upon the failure lo make such payment, this lease shall ipso facto lerminate. If af *he
expiration of the primary term or any time thereafter a shut-in od or gas well is located on the leased premises, payments may be made in accordance
with the shul-in provisions hereofl

12. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. If, at the expiration of the primary lerm, neither oil nor gas is being
pmdwcdmuldland,bul.omohlhmanmMIMWmmMm,mmMumhm-wwuopcmnon-on
said well or for drilling or reworking of any additional wells are prosecuted in good faith and in workmaniike manner without Interruptions totaling more
than sixty (60) days during any one such operation, and if they result in the production of oil and/or gas, so long thereafter as oil and/or gas is produced
'mpuMquarlNul‘rwMw.mwmdﬂhdmwmmﬂhumWrthrnadcnp-mndadhmunu

13. CESSATION, DRILLING, AND REWORKING., If, after the expiration of the primary term, production of oll or gas from the leased
pumnu.lmrom;-oﬂnm,wudcumhmwem.nﬂshmmmw-llmcmmm“nwmlung
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 operalions resull in the production
nlulorgu‘\hqIeanlhnllumahhlwlmlndoﬂmlwuwuodorgnbp“' d from the | d premises in paying quantities or payment
duml-hoilornuwllmrlllﬁwpaymwdmpamduyrwlmubmmuarovbodh«m’norllplmodbyllw If the drilling or reworking
npcrlﬂﬂ‘rmﬂhthlmptﬂbndlmﬂul&yhoh,thluﬂndtumhdiiNLMWldMﬂMdfMﬁg
op.r-mmﬂhdﬂy(ﬂ)up-ﬂumcompklhndllnmlula'yhcu,andthhhmmnunmmnlﬂ-dwlongntmcomumndmwm
reworking operations in good faith and in a workmanlike manner without interruptions totaling more than sixty (60) days. Lessee shall give written nolice
to the General Land Office within thirty (30) days of any cessation of production.

14. SHUTN ROYALTIES. For purposes of this paragraph, “wel” means any well that has been assigned a well number by the state agency
having jurisdiction over the production of ol and gas It, 8t any time after the expiralion of the primary term of a lease that, until being shut in, was being
muulnedhhtuandnﬂnﬁ.lmlcmbhdpmdmlmdumlhmmnnimﬁmmhnndwmhu,Mnlugunnolwng
ptoduccd!urlacadMthmmlmmudeMMmaﬂﬂ,mmeymyunm«oﬂmgumw:ﬂmlmnu
double the annual rental provided in the lease, but not less than $1,200 a year for each well capable of producing ofl or gas in paying quantities. If
Pulgtlph:!oflthlcu-ﬁonmllpowylehhynmllunm,ihlnhrlhowpuudnupuwaph.mmyrmnltmour\llmlbomdohr
($1.00) per acre. To be eflective, each initial shut-in oll or gas royalty must be paid on or before: (1) the expiration of the primary term, (2) 60 days after
mtmuunuloptodmulwgulmmhhmdmm.ormaﬂuy-dlul.uucwmldn-drlhgurmumnp«:lhammm-
mmmmmm;wruumaoummsmuymmmnmammummmocmawcomummwm.
half (1/2) to the owner of the soil lflhoahtl-holuguroyny-pﬁd.Ihnunumlncomm-dmbalprudwhgh-umdmplymentsh.u
oxlundthulmdthahanlulpeﬂodolmycultunlhamdnﬂhlpn‘rnlrymm,nrrunmlhawayolwumrihloluwtnglmmnnmm
production ceased, and, after that, if no suitable production facilities or suitable market for the oil or gas exists, Lessee may extend the lease for four
m.mmpmodlolom(l)ytubyplmlmumcmmuchmmmbﬂa-mupi-lionduchw-mwu

15. COMPENSATORY ROYALTIES. If, during the period the lease is kepl in effect by payment of the shut-in ol or gas royaily, oil or gas is
sold and delivered in paying quantities from a well located within one thousand (1,000) feet of the | d p and pleted in the same producing
|umou,urin-wcuehmbhdlmhmmunutocoﬂhmwmIMOuubyplyingmlmu-holuguruyannhdlo-m,bm
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
mmylmbyLnulplyhgcamnn:uymymulhorurl!tyrllepnmd-dlnlhth.unflmmrkdvﬂmdproﬂuﬂlmhmﬂuwwlcum
lmamglormbhllcomphlodhhmMwwmmmu.M)hdduuhludwm The compensatory
royllyulobcpddmnlhly.nnHul(h'Z)IolMConu'ruutunddmmmﬂu«dmmmmﬂumwlmmdn\llﬂ.bog’nnhgunor
brlnumﬂntdlyulthcmonmlmmlh-mmhwhichmolugubprndmmuommmlcnmmiﬂmcwhlhwmmmmo
same producing reservoir and located within one thousand (1,000) feet of the | d premi It the pensatory royaity paid in any 12-month period
is an amount less than the annual shut-in oil or gas royalty, Lessee shall pay an amount equal to the difference within thirty (30) days from the end of the
12-menth period. Compensatory royally payments which are not timely paid will accrue penalty and interest in accordance with Paragraph 9 of this
lease. None of these provisions will relieve Lessee of the obligation of reasonable development nor the obligation to drill offset wells as provided in

‘e

-
G T-mnuuunmmucmcsz|73;mm.nmmnmwumcm«.mmnwcm«mmmwwm.m-p.mm
V% of compensatory royallies can salisly the obligation 1o drill offset wells.
teeg"
% 2 16. RETAINED ACREAGE. Notwithstanding any provision of this lease o the contrary, after a well producing or capable of producing oil or
guhubuncompklcdonlholnudpumhu,LuulMuurdﬂt"ﬁd&pmcdlummuypmoouowrluhmmoddlﬂonllwulm
.....: vnhumaybcunurublynuouuyluunpopnmdnpmdmmudpmwmmlmmprmuwm
-
* (AIVERTICALlnth-cudlhilhmhhluumwndmmwmlnlrtm.:pnmw-dtmmmwotmmdodlmmlmnllmn
00...} terminate as to all of the leased premises, EXCEPT (1)wmnlmom&\g-mholmllnpau-olprodoﬂnghpamqumlnd:!?o acres
W suﬂwndingnr.hplwﬂcmahdwﬁwhmhumammﬂ‘mmmammwmwmluprovuodhhrmwhMhuoon,orumil
. uponwdchLmhMmmhmmurmﬂmopuniun.w(?)hmmb«dluumhlpwdudmpmlﬂunl
. e wmlloTcuantwuRmmcmﬂ151-52154.mﬂ)mymuwh&nwdwuumhﬂhwhwm"
L pupouulolworutlonmifmud\lwhummlmmmmrwmldmﬂmmCnrminmoi‘l'uu.umymm
oo gency, of other g | authority having jurisdiction. If sl any time afler the effective date of the partial termination provisions hereof, the

applicable field rules are changed or the well or wells localed thereon are reclassified so that less acreage is thereafler allocaled lo said well or weils for
production purposes, this lease shall thereupon terminate as lo all acreage not thereafler allocated 1o said well or wells for production purposes
Nolwithstanding the termination of this lease as to @ portion of the lands covered hereby, Lessee shall nevertheless continue 1o have the right of ingress
to and egress from the lands still subject to this lease for all purposes described in Paragraph 1 hereof, together with easements and rights-of-way for
existing roads, exisling pipelines and olher existing facilities on, over and across all the lands described in Paragraph 1 hereol ("the retained lands”), for
access 1o and from the retained lands and for the gathering or transportation of oil, gas and other minerals produced from the retained lands
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(8) HORIZONTAL. in the event Ihis lease is in force and effect two (2) years after the expiration dale of the primary of extended term it shall
further terminate as o all depths below 100 feet below the total depth drilled (hereinalter "deeper depths”) in each well localed on acreage refained in
Paragraph 16 (A) above, unless on of before two (2) years afler the primary or extended lerm Lessee pays an amount equal lo one-hall (1/2) of the
bonus ariginally paid as consideration for this lease (as specified on page | hereof) If such amount is paid, this lease shall be in lorce and effect as 1o
such deeper depths, and said te ation shall be delayed for an additional period of two (2) years and so long thereafler as oil or gas is produced in
paying quantities from such deeper depths covered by this lease.

(C) IDENTIFICATION AND FILING. The surface acreage retained hereunder as to each well shall, as nearly as practical, be in the form of a
square with the well located in the center thereof mmmmumu-wwwwmcm:dmmumom Within
thirty (30) days afler partial termination of this lease as provided herein, Lessee shall execule and record a release or rel 'g a salis!,
legal description of the acreage and/or depths nol relained hereunder The recorded release, of a certified copy of same, mumnmc.man
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 lails o refuses
to execule and record such release or releases within ninety (80) days after being requested to do so by the General Land Office, then the
Commissioner at his sole discretion may designate by written instrument the acreage and/or depths to be released hereunder and record such
instrument al Lessee's expense in the counly of counties where the lease is localed and In the official records of the General Land Office and such
designation shall be binding upon Lessee for all purposes.

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

18. FORCE MAJEURE. I, Mlgood!ﬂlh effort, Lessee is prevented from complying with any express or implied covenant of this lease,
from conducting drilling operath on the k ises, or from producing ol or gas from the leased premises by reason of war, rebellion, riots,
strikes, acts of God, or any valid order, r\lcungﬂlﬂoﬂdmmuhuly then while s0 prevented, Lessee's obligation to comply with such
covenanl shall be suspended and Lessee shall not be liable for damages for fallure to comply with such covenants; additionally, this lease shall be
m-nd.dml.nuahprwnﬂtd by any such cause, from conducting drilling and reworking operations or from producing oil or gas from the leased
r g in this paragraph shall suspend the payment of delay rentals in order to maintain this lease in effect during the primary term
h!mnbunuohuchdrﬁngornworkhgupnrliomunmdmdoiugn

19. WARRANTY CLAUSE. The owner of the soll warrants and agrees lo defend litle 10 the | d premises. If the owner of the soil defaults
In payments owed on the leased premises, then Lessee may redeem the rights of the owner of the soil in the leased premises by paying any morgage,
taxes or other liens on the leased premises. I Lessee makes payments on behalf of the owner of the soil under this paragraph, Lessee may recover the
cost of these payments from the rental and royalties due the owner of the soil

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soll owns less than the entire undivided surface estale in the above
described land, whether or nol Lessee’s interest is specified herein, then the royalties and rental herein provided to be paid to the owner of the soil shall
be paid to him in the proportion which his interest bears to the entire undivided surface estate and the royalties and rental herein providad to be paid 1o
the Commissioner of the General Land Office of the State of Texas shall be likewise proportionately reduced. However, before Lessee adjusts the
royalty or rental due to the Commissioner of the General Land Office, Lessee or his authorized representalive must submit to the Commissioner of the
General Land Office a written st nt which explains the di between the interes! purportedly leased under this lease and the actual interest
owned by the owner of the soll ThoCnmanthmﬂleommlbcpuldhwlmdlmmp- duction allocable to any ur d
interest not covered by a lease, less the proportionate development and production cost allocable to such undivided Interest. However, in no event shall
the Commissioner of the anornl Land Office recelve as a royalty on the gross production allocable to the undivided interest not leased an amount less
than the value of one-sixteenth (1/18) of such gross production

(B) REDUCTION OF PAYMENTS. I, during the primary term, a portion of the land covered by this lease is included within the boundaries
of & pooled unit that has been approved by the School Land Board and the owner of the soll in accordance with Natural R Code Secli
52.151-52.154, or If, -|-nyumlnulhoupumumnmwlcmuMcnmlmvhmeWsllnwmmborolmnvmmulnw
amount described herein, payments that are made on a per acre basis hereunder shall be reduced according to the ber of acres pooled
surrendered, or olherwise severed, wlhuuymmhdolun&ndunlpnmb-bumﬂlhﬂumsdlhhhsuduhohpdmuylmd\albc
calculated based upon the number of acres outside the boundaries of a pooled unit, or, if after the expiration of the primary term, the number of acres
actually retained and covered by this lease

21, USE OF WATER. Lessee shall have the right to use water produced on said land necessary for operations under this lease except water
from wells or lanks of the owner of the soil, provided, however, Lessee shall nol use potable water or water suitable for livestock or irrigation purposes
for walerflood operations withoul the prior consent of the owner of the soil

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

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

24, WELL LOCATION LIMIT. No well shall be drilled nearer than two hundred (200) feet to any house or barn now on said premises without
the writlen consent of the owner of lhe soil
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26. POLLUTION. In developing this area, Lusu lhluunihq highest degree of care and all proper saleguards to prevent poliution Wehout
limiting the foregoing, polnmolconll ! 3 ays, fivers and impounded waler shall be prevented by the use of contanment
tacilities sufficient lo prevent sp bl d water tion. In the event of poliution, Lessee shall use all means al ts disposal o
mm.umhyamummwmurwmuwmmmmopwm Lessee shall build and
maintain fences around its slush, sump, and drainage pits and tank balteries so as to prolec! iveslock agains! loss, damage of njury, and upon
completion or abandonment of any well or wells, Lessee shall fill and level all slush pits and cellars and completely clean up the drilling site of all rubbish
thereon Lessee shall, while conducting operations on the pr keep said pr free of all rubbish, cans, botties, paper cups of garbage,
and upon completion of operations shall restore the surface of the land lo as near its original condition and conlours as is practicable Tanks and
equipment will be kept painted and presentable

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

27. (A) ASSIGNMENTS. Under the condilions contained in this paragraph and Paragraph 29 of this lease, the nghts and estales of either
party to this lease may be assigned, in whole o in part, and the provisions of this lease shall extend 10 and be binding upon their heirs, devisees, legal
representatives, successors and assigns. However, a change or division in ownership of the land, rentals, or royalties will not enlarge the obligations of
Lessee, diminish the rights, privileges and eslales of Lessee, impais the elfectiveness of any payment made by Lessee of impair the effectiveness of any
act performed by Lessee. mmmwmhmdhwMHWMWLMMWWWM(NJM
afler the owner of the soll (or his heirs, devisees, legal representalives or assigns) furnishes the Lessee with factory written evid
in ownership, mmmrmmum(uammdmm)mmmwmamua
conveyance. A total or partial assignment of this lease shall, lo the extent of the interes! assigned, relieve and discharge Lessee of all subsequent
obligations under this lease. If this lease is assigned in its entirely as to only part of the acreage, the right and oplion lo pay rentals shall be apportioned
as between the several owners ratably, according to the area of each, and failure by one or more of them to pay his share of the rental shall not affect
this lease on the pan of the land upon which pro rata rentals are limely paid or lendered, however, If the assignof or assignee does nol file a centified
copy of such assignment in the General Land Office before the next rental paying date, Ihe entire lease shall terminate for faiure lo pay the entue rental
due under Paragraph 3. Every assignee shall succeed to all rights and be subject to all obligations, kabilities, and penalties owed lo the Stale by the
original lessee or any prior assignee of the lease, including any labilities to the State for unpaid royalties

(8) ASSIGNMENT LIMITATION. Notwithstanding any provision in Paragraph 27(a), if the owner of the sodl acquires this lease in whole or in

part by assignment withoul the prior written approval of the C i of the G | Land Office, this lease is void as of the time of assignmenl and
the agency power of the owner may be forfeited by the Commissioner. An assignment will be lrealed as il R were made 1o the owner of the soil if the
assignee is:

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

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

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

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

(6) a fiduciary for the owner of the soil, including but not limiled o a guardian, rustee, executor, administiator, receiver, or conservalor for the
owner of the soll, or

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

28. RELEASES. Under the conditions contained in thes paragraph and Paragraph 29, Lessee may al any lime execute and deliver o the
owner of the soll and place of record a release of releases covering any portion or portions of the leased premises, and thereby surrender this lease as
to such portion or portions, and be relieved of all subsequent cbligations as lo acreage surrendered. Il any part of Ihis lease is property surrendered, the

3 v delay rental due under this lease shall be reduced by the proportion that the surrendered acreage bears 10 the acreage which was covered by this lease
* e
‘ee 2 immediately prior to such surmender, however, such release will not relieve Lessee of any liabilities which may have accrued under this lease prior Lo the
‘..... of such age
e 29. FILING OF ASSIGNMENTS AND RELEASES. If all or any part of this lease is assigned of released, such assignment of release must be
. recorded in the county where the land is situated, and the recorded instrument, or a copy of the recorded Instrument certified by the County Clerk of the
county in which the instrument is recorded, must be filed in the General Land Office within 90 days of the last ftion date panied by the
':Oo.: prescribed filing fee If any such assignment is nol so filed, the rights acquired under Ihis lease shall be subject lo forfeilure al the option of the
. Commissioner of the General Land Office
..."; 30. DISCLOSURE CLAUSE. All provisions pertaining 1o the lease of the above-described land have been ded in this ir
humgau-m.mdwmmnmwuml«m-mmaummmmmwuuuuunpm Anycoulml
o ns 'g the develop: t of oil and gas from the leased premises which are not contained in this lease render this lease invalid
a'..' 31. FIDUCIARY DUTY. The owner of the soll owes the State a fiduciary duty and must fully disclose any facts affecting the Stale's interest in

Ihe leased premises. When the inlerests of the owner of the soil conflict with those of the State, the owner of the soil is obligated lo put the State's
interests belore his personal interests

32. FORFEITURE. If Lessee shall fail or refuse 1o make the payment of any sum within thirty days after # becomes due, o if Lessee of an
authorized agent should knowingly make any false return or faise report concerning production or drilling, or if Lessee shall fall or refuse lo drill any
oftset well or wells in good laith as required by law and the rules and regulati dopted by the C 554 of the General Land Office, or if Lessee
should fail to file reports in the manner required by law or fail 1o comply with rules and regulstions promulgated by the General Land Office, the School
Land Board, or the Railroad Commission, or if Lessee should refuse the proper authority access to the records peraining lo operations, or if Lessee or
an authorized agent should knowingly fail or refuse to give correct information 1o the proper authority, or knowingly fail or refuse 1o furnish the General
Land Office a correct log of any well, or if Lessee shall knowingly violale any of the material provisions of this lease, ol if this lease is assigned and the
-assignment is nol fled in the General Land Office as requited by law, the rights acquired under this lease shall be subject lo forfeiture by the
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Commissioner, and he shall forfeit same when sufficiently informed of the facts which authorize a forfeilure, and when forfeited the area shall again be

subject 1o lease under the lerms of the Relinquishment Act. However, nolhing herein shall be construed as waiving the automatic lermination of this

lease by operation of law or by reason of any special limitation arising hereunder, Forfeitures may be set aside and this lease and all rights thereunder
reinslaled before the rights of another intervene upon satisfactory evidence to the Commissioner of the General Land Office of future compliance with |
the provisions of the law and of this lease and the rules and regulations Ihal may be adopted relative hereto

33, LIEN. In accordance with Texas Nalural Resources Code 52 136, the State shall have a first lien upon all oil and gas produced from the
area covered by this lease to secure payment of all unpaid royalty and other sums of money thal may become due under this lease. By acceplance of
this lease, Lessee grants the State, in addilion lo the ken provided by Texas Natural Resources Code 52 136 and any other applicable statutory lien, an
express contractual ien on and security inlterest 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 conneclion with the production of processing of such leased minerals in order to secure the payment of all royalties or other
amounts due or 1o become due under this lease and 1o secure payment of any damages or loss that Lessor may suffer by reason of Lessee’s breach of
any covenant of condition of this lease, whether express or implied This llen and security interest may be foreclosed with or without courl proceedings in |
the manner provided in the Title 1, Chap. 9 of the Texas Business and Commerce Code. Lessee agrees thal the Commissioner may require Lessee to
execute and record such Instruments as may be reasonably y lo acknowledge, attach or perfect this lien Lessee hereby represents thal there
are no prior or superior liens arising from and relating lo Lessee's activities upon the above-described property of from Lessee’s acquisition of this lease.
Should the Commissioner at any lime determine thal this representation is nol true, then the Commissioner may declare this lease forfeiled as provided
herein

34, POOLING. Lessee is hereby granted the right 1o pool or unitize the royalty interest of the owner of the soll under this lease with any other ‘
leasehold or mineral interest for the exploration, d P I and production of ol or gas or either of them upon the same lerms as shall be approved
by the School Land Board and the Commissioner of the General Llnd Office for the pooling or unitizing of the interest of the State under this lease '
pursuani o Texas Natural Resources Code 52 151-52 154. The owner of the soll agrees that the inclusion of this provision In this lease salisfies the l

execution requirements stated in Texas Natural Resources Code 52 152

36. INDEMNITY. Lessee hereby releases and discharges the State of Texas and the owner of the soll, their officers, employees, partners,
agents, contractors, subcontractors, guests, invitees, and their respectiy and assigns, of and from all and any actions and causes of action
ol every nalure, or other harm, including environmental harm, for which recovery of damages is sought, including, but nol limited to, all losses and
expenses which are caused by the activities of Lessee, its officers, employees, and agents arising out of, incidental to, or resulling from, the operations [
of of lor Lessee on the leased premises hereunder, or thal may arise out of or be occasioned by Lessee's breach of any of the lerms or provisions of this |
Agreemenl, or by any olher negligent or strictly able act or omission of Lessee. Further, Lessee hereby agrees lo be liable for, exonerate, indemnify, ‘

defend and hold harmless the Stale of Tﬂu :nd the owner of the soll, their officers, employees and agents, their successors or assigns, agains! any
and all claims, liabilities, losses, d. | injury (including dealh), costs and expenses, or other harm for which recovery of damages
Is sought, MMVMWMM conhad,nrsﬁi:lnblly including attorneys’ fees and other legal expenses, including those related to
environmental hazards, on the leased premises or in any way related to Lessee's failure lo comply with any and all environmental laws, those arising
from or in any way related to Lessee's operations or any other of Lessee’s activilles on the | d premises; those arising from Lessee's use of the
surface of the leased premises, and those that may arise out of or be occasioned by Lessee’s breach of any of the terms or provisions of this Agreement |
or any other acl or omission of Lessee, its directors, officers, employees, part , agents, tractors, subcontractors, guests, invitees, and their

: Ll respeclive s s and igns. Each ignee of this Agreement, or an Hunl thonin agrees lo be kable for, exonerate, indemnify, defend and
‘e 2 hold harmiess the State of Texas and the owner of the soil, their officers, employees, and agents in the same manner provided above in connection with
- the activities of Lessee, its officers, employees, and agents as described above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF
. '. THE INDEMNITY OBLIGATIONS AND\OR LIABILITIES ASSUMED UNDER THE TERMS OF THIS AGREEMENT SHALL BE WITHOUT LIMITS AND
teae WITHOUT REGARD TO THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXISTING CONDITIONS), STRICT LIABILITY, OR THE
. NEGLIGENCE OF ANY PARTY OR PARTIES (INCLUDING THE NEGLIGENCE OF THE INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE :
i BE SOLE, JOINT, CONCURRENT, ACTIVE, OR PASSIVE. |
L T T
s . 36. ENVIRONMENTAL HAZARDS., Lessee shall use the highest degree of care and all reasonable safeguards lo prevent contamination or [
e pollution of any environmental medium, including soll, surface walers, groundwater, sediments, and surface or subsurface strala, ambient air or any
- "'; other environmental medium in, on, or under, the leased premises, by any waste, poliutant, or contaminant. Lessee shall not bring or permit to remain on
the leased premises any asbestos conlaining materials, explosives, loxic malerials, or whllmcu romulnd as hazardous wastes, hazardous materials, |
e hazardous substances (as the term "Hazardous Substance” is defined in the Comprehensive E nlal Resp , Compensation and Liability Act |
. 0. .. (CERCLA), 42 U.S.C. Sections 9601, el seq ), or loxic substances under any federal, state, or local law or regulation ("Hazardous Malerials”), except
e TR ordinary products commonly used in connection with oil and gas exp " and development operations and stored In the usual manner and quaniities

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

37. APPLICABLE LAW. This lease is issued under the provisions of Texas Natural Resources Code 52.171 through 52.190, commeonly
known as the Relinquishment Act, and other applicable slalutes and amendments therelo, and If any provision in this lease does nol conform lo these
statutes, the statutes will prevail over any nonconforming lease provisions
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38. EXECUTION. This oil and gas lease mus! be signed and acknowledged by the Lessee before il is filed of record in Ihe county records and
in the General Land Office of the State of Texas. Once the filing requirements tound in Paragraph 39 of this lease have been satisfied, the effective date
of Ihis lease shall be the date found on Page 1

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

LESSEE ’/ ¥
BY YL’lQ }(/‘%7"""'

Tite: Bruce Hunt, President

P “/’?’0’

Date 06 /1 4fns” o
STATE OF TEXAS
BY
Individually and as agent for the Stale of Texas ]
Date

STATE OF TEXAS

BY: BY
Individually and as agent for the State of Texas Individually and as agent for the State of Texas

Date: Date

STATE OF TEXAS
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STATE OF TEXAS (CORPORATION ACKNOWLEDGMENT)

COUNTY OF MIDLAND
BEFORE ME, the undersigned authority, on this day pe lly app d Liza W, Philpy
known to me to be the person whose name is subscribed to the foregoing instruments as President
of LAJ Corporation and acknowledged lo me thal he

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

Given under my hand and seal of office this the 8 ’ day of Apil 2005
TIPS E T ETEEEE

" DEBBIE BELL - 5 gé,’/
Notary Public ;: lg/a..‘
STATE OF TEXAS
My Comm. Exp. 10/26/2006 Notary Public in and tor_ /¥ 7 & LA D TEL#S

sTATEOF eV as (CORPORATION ACKNOWLEDGMENT)

countyor D atlas

BEFORE ME, the undersigned authority, on this day personally appeared BY uce ). H!.!D“}
Kknown to me 1o be the person whose name s subscribed to the foregoing Instruments as ?(cSldl\‘f'l
of Q,+ Yo- H\.\'l\“\' LL.GC. and ack ged o me that he

executed the same lor the purposes and consideration therein expressed, in the capaclty stated, and as the act and deed of sald mcé,..{.iuut .

R vt %e.,g _ 2008
J&%\hﬂmy

Hmvuutm-mmm_%-";‘d/__

i
Given under my hand and seal of ‘\h',m

ML T
:.: :
oneh STATE OF (INDIVIDUAL ACKNOWLEDGMENT)
.
ceayt COUNTY OF
L]
BEFORE ME, the undersigned authority, on this day personally appeared
.: “se .'
'
i known lo me lo be the persons whose are subscribed to the foregoing instrument, and acknowledged to me that they executed the same for the
< "'.I purposes and ation therein expressed
-
Lt e Given under my hand and seal of office this the day of - -
* es e
Notary Public in and for
STATE OF (INDIVIDUAL ACKNOWLEDGMENT)
COUNTY OF
BEFORE ME, the undersigned authority, on this day personally appeared
knawn to me lo be the p whose are subscribed to the foregoing instrument, and acknowledged lo 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 i 0
Notary Public in and for
True and Correct
copy of
DOrigma! Aled m
Rasves County
Clarks Office
—— - TR
[ Y POV 1Y) ' Losalt, RENTAL
OB URE PNy ‘ FLAUST (8 COLDR
M PALL & A g Ak NOTR TR RAL !
FILE NO. 2859 - \
‘ FILED FOR RECORD ON THE 14TH DAY OF JULY A.D. 2005 4:49 P M.
DAY OF JULY A.D. 2005 9:00 A M. ‘
DEPUTY DIANNE 0. FLOREZ, COUNTY CLERK

REEVES COUNTY, TEXAS |




File .\‘-H.JI\‘:“ (0363 (
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(case B

\

erson, Commissioner

%\ \t!OS’

Date Filed:

Jerry E. Part

By

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

y ofce. ound 1 VOL 705

hereby cenifiedon __ JULY 20, 2005

DIANNE O. FLOREZ. COUY CLERK
REEVE® COUNTY, TEXAS
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FILE# 3399

General Land Office
Revised, Seplember 1997

Austin, Texas

OIL AND GAS LEASE

THIS AGREEMENT is made and entered intothis ___ 151 day of

2008 | between the State of Texas, acting
by and through its sgent, _______ Judson Operations, Lid

of PO Box 3340 Midland, Texas 79702
(Give Parmanent Address)
said agent herein referred lo as the owner of the soil (whether one or more), and PETRO-HUNT. LLC

of 1601 Eim Streel - Suite 3400, Dallas, Texas 75201-5720 hereinafter called Lessee
(Give Permanen! Addiess)

1. GRANTING CLAUSE. For and In consid of the stated below and of the covenants and agreements (o be paid, kepl
performed by Lessee under this lease, the State of Texas acting by and through the owner of the soil, hereby grants, leases and lets unto Lessee
the sole and only purpose of prospecting and drilling for and producing od and gas, laying pipe lines, building lanks, storing ol and bullding
stations, telephone lines and other structures thereon, to produce, save, take care of, treat and transport sad products of the lease, the
situated in Reeves County, State of Texas, lo-wit:

]

i

East Half of the Northeast quarter (E/2 NE/4) Section 12,
East Half of the Southwest quarter (E/2 SW/4) Section 13,
East Half of the Northeast quarter (E/2 NE/4) Section 13,
East Half of the Southeast quarter (E/2 SE/4) Section 24,
Block 59, Public School Lands

containing 320 acres, more of less. The bonus consideration paid for this lease is as follows.

To the State of Texas: __Four Thousand and no/100
Dollars (3400000 )

To the owner of the soil: _Four Thousand and ne/100
Dollars ($4.000.00 e —)

Total bonus consideration: __Eight Thousand and no/100
Dollars ($_8.000.00 )

The total bonus consideration paid represents a bonus of ___One Hundred Fifty
Doillars ($_150.00 ) per acre, on 5333 net acres.

2. TERM. Subject o the other provisions in this lease, this lease shall be for a term of Ahvee (3) years from
this date (herein called “primary term”) and as long thereafter as ol and gas, or either of them, is produced in paying quantities from said land. As used
in this lease, the term “produced in paying quantities” means that the receipls from the sale or other authorized commercial use of the substance(s)
covered d out of pocket op | exp for the six months last past.

True and Correct
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3. DELAY RENTALS. If no well is d on the | d premises on or before one (1) year from this date, this lease shall lerminate, ‘
unless on or before such anniversary dale Lessee shall pay or tender to the owner of the soil of to his credit in the First National ‘
Bank, at __Midland, Texas

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

Tothe owner of the soil: _Twenty-six and 67/100
Dollars (326,67 )
Tothe State of Texas: __Twenty-six_and 66/100
Dollars ($26.66 )
Total Delay Rental ____ Fifty-three and 33/100
Dollars ($53.33 )
in @ like manner and upon like payments or tenders annually, the commencement of a well may be further deferred for successive periods of one (1)
year each during the primary term. All payments or lenders of rental to the owner of the soll may be made by check or sight draft of Lesses, or any
assignee of this lease, and may be delivered on or before the rental paying date. If the bank designated in this paragraph (or its successor bank) should
cease to exist, suspend business, liquidate, fail or be succeeded by another bank, or for any reason fail or refuse to accepl rental, Lessee shall not be

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

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

(A) OIL. Royaity payable on oil, which is defined as including all hydrocarbons produced in a liquid form al the mouth of the well and also as
all condensate, distillate, and other liquid hydrocarbons recovered from oil or gas run through a separator or other equipment, as hereinafter
shall be 1/4 part of the gross production or the market value thereof, nmoﬁmun“uhmwmwauw
Land Office, such value to be determined by 1) the highest posted price, plus premium, If any, offered or paid for oil, condensate, distillate, or other liquid
hydrocarbons, respectively, of a like type and gravity in the general area where produced and when run, or 2) the highest market price thereo! offered or
paid in the general area where produced and when run, or 3) the gross proceeds of the sale thereol, whichever is (he greater. Lessee agrees that before
any gas produced from the leased premises is sold, used or processed in a plant, it will be run free of cost to the royalty owners through an adequate oll
and gas separator of conventional type, or other equipment at least as efficient, so that all iquid hydrocarbons recoverable from the gas by such means
will be recovered. The requirement that such gas be run through a separator or other equipment may be waived, in writing, by the royalty owners upon
such lerms and conditions as they prescribe

(B) NON PROCESSED GAS. Royalty on any gas (including flared gas), which is defined as all hydrocarbons and gaseous substances not
defined as ol in subparagraph (A) above, produced from any well on said land (excep! as provided herein with respect to gas processed in a plant for
the extraction of gasoline, liquid hydrocarbons or other products) shall be 1/4 part of the gross production or the market value thersol, at the
option of the owner of the soil or the C. of the G | Land Office, such value to be based on the highes! market price paid or offered for
gas of comparable quality in the general area where produced and when run, or the gross price paid or offered to the producer, whichever is the greater,
provided that the maximum pressure base in measuring the gas under this lease shall not al any time exceed 14 65 pounds per square inch absolute,
and the standard base temperature shall be sixty (60) degrees Fahrenheit, correction to be made for pressure according to Boyle's Law, and for specific
gravity according o tests made by the Balance Method or by the most approved method of testing being used by the indusiry at the time of testing.

(C) PROCESSED GAS. Royalty on any gas processed in a gasoline plant or other plant for the recovery of gasoline or other liquid
hydrocarbons shall be 1/4 part of the residue gas and the liquid hydrocarbons extracted or the market value thereof, at the option of the owner
of the soll or the Commissioner of the General Land Office. All royalties due herein shall be based on one hundred percent (100%) of the total plant

of residue gas altributable to gas produced from this lease, and on fity percent (S50%), or that percent accruing 1o Lessee, whichever is the
greater, of the lotal plant production of liquid hydrocarbons aliributable to the gas produced from this lease, provided that if liquid hydrocarbons are

processing
agreement negotiated at arm's length (or If there is no such third party, the highest percent then being specified In processing agreements or contracts In
the industry), whichever is the greater. The respective royalties on residue gas and on liquid hydrocarbons shall be determined by 1) the highest market
price paid or offered for any gas (or liquid hydrocarbons) of comparable quality in the general area, or 2) the gross price paid or offered for such residue
gas (or the weighted average gross salling price for the respective grades of liquid hydrocarbons), whichever is the greater. In no event, however, shall
the royalties payable under this parsgraph be less than the royalties which would have been due had the gas not been processed.

(D) OTHER PRODUCTS. Royalty on carbon black, sulphur or any other products produced of manufactured from gas (excepling Bquid
hydrocarbons) whether said gas be “casinghead,” “dry,” or any other gas, by fractionating, burning or any other p ing shall be 1/4 part of
the gross production of such products, or the markel value thereol, at the option of the owner of the soil or the Commissioner of the General Land Office,
such market value to be determined as follows. 1) on the basis of the highest markel price of each product for the same month in which such product is
produced, or 2) on the basis of the average gross sale price of each product for the same month In which such products are produced, whichever is the
greater,

5. MINIMUM ROYALTY, During any year after the expiration of the primary lerm of this lease, if this lease is maintained by production, the
royalties paid under this lease in no event shall be less than an amount equal to the total annual delay rental herein provided;, otherwise, there shall be
due and payable on or before the last day of the month s ding the anr y date of this lease a sum equal to the total annual rental less the
amount of royalties paid during the preceding year. If Paragraph 3 of this lease does not specily a delay rental amount, then for the purposes of ths
paragraph, the delay rental amount shall be one dollar ($1.00) per acre.
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6. ROYALTY IN KIND. Notwithstanding any other provision in this lease, at any time or from time to lime, the owner of the soll or the
c 1551 of the G | Land Office may, al the option of either, upon not less than sixty (60) days nolice to the holder of the lease, require that the
payment of any royalties accruing to such royalty owner under this lease be made in kind. The owner of the soil's or the C of the G |
Land Office’s right 1o take its royaity in kind shall not diminish or negate the owner of the soil's or the Commissioner of the General Land Office’s rights
of Lessee's obligations, whether express or implied, under this lease

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

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

9. ROYALTY PAYMENTS AND REPORTS, All royalties nol taken in kind shall be paid to the C L of the G | Land Office al
Austin, Texas, in the following mannes:

Paymaent of royaity on production of oil and gas shall be as provided in the rules set forth in the Texas Register. Rules currently provide that royaity on oil
is due and must be received in the General Land Office on or before the 5th day of the second month succeeding the month of production, and royaity
on gas is due and must be received in the General Land Office on of before the 15th day of the second month succeeding the month of production,
accompanied by the affidavit of the owner, manager or other authorized agent, completed in the form and manner prescribed by the General Land Office
mmmmg-mmmdddwgummnmmumump.mummuudmm
records or reports confirming the gross production, disposition and market value including gas meler readings, pipeline r , gas line pts and
other checks or memoranda of amount produced and put into pipelines, tanks, or pools and gas lines or gas storage, mmmmum
which the General Land Office may require to verify the gross production, disposition and markel 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 royaity payment shall be accompanied by a check stub, schedule, summary
or other remittance advice showing by the assigned General Land Office lease number the amount of royalty being paid on each lease. If Lessee pays
his royalty on or before thirty (30) days after the royaity payment was due, then Lessee owes a penally of 5% on the royalty or $25 .00, whichever is

| greater. A royalty payment which is over thirty (30) days lale shall accrue a penaity of 10% of the royalty due or $25.00 whichever is greater. in addition
to @ penalty, royalties shall accrue interest at a rate of 12% per year, such Interest will begin to accrue when the royally 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 o be paki as prescribed by the due date provided herein. Payment of the delinquency penalty shall in no way operate lo prohibit the State’s
right of forfeiture as provided by law nor act to postpone the date on which royalties were originally due. The above penalty provisions shall not apply in
cases of litle dispute as lo the State's portion of the royalty or to that portion of the royalty in dispute as 1o fair market value.

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually furnish the Commissioner of the General Land Office
with its best possible estimate of oil and gas reserves underlying this lease or allocable to this lease and shall furnish said Commissioner with copies of
all contracts under which gas s sold or pr d and all subsequent agr ts and dments to such contracts within thirty (30) days after
entering into or making such contracts, agreements or amendments. Such contracts and agreements when received by the General Land Office shall be
heid in confidence by the General Land Office unless otherwise authorized by Lessee. All other contracts and records pertaining lo the production,
transportation, sale and marketing of the ol and gas produced on said premises, including the books and accounts, receipls and discharges of all wells,
tanks, pools, melers, and pipeiines shall at all times be subject to inspection and ination by the C ver of the General Land Office, the
Attorney General, the Governor, of the representative of any of them

(B) PERMITS, DRILLING RECORDS. Wiritten notice of all operations on this lease shall be submitted to the C of the G

Land Office by Lessee or operator five (5) days before spud dale, workover, re-entry, lemporary abandonment or plug and abandonment of any well or
wells. Such written notice to the General Land Office shall include copies of Railroad Commission forms for application to drill. Coples of well tests,
compietion reports and plugging reports shall be supplied to the General Land Office at the time they are filed with the Texas Railroad Commission. All
applications, permis, reports of other filings that reference Ihis lease or any specific well on he leased premises and that are submilted lo the Texas
Raliroad Commission o any other govemnmental agency shall include the word “State” in the title. Additionally, in accordance with Railroad Commission
rules, any signage on the k d premises for the purp of identifying wells, tank batteries or other associaled improvements (o the land mus! also
include the word “State * Lessee shall supply the General Land Office with any records, memoranda, accounts, reports, cuttings and cores, or other
information relative to the operation of the above-described premises, which may be requested by the General Land Office, in addition to those herein
expressly provided for. Lessee shall have an electrical and/or radioactivity survey made on the bore-hole section, from the base of the surface casing lo
the total depth of weil, of all wells drilled on the above described premises and shall transmit a true copy of the log of each survey on each weil to the
General Land Office within fifteen (15) days after the making of said survey

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

11. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, during the primary term hereol and prior lo 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 afler the discovery and
actual production of oil or gas from the leased premises such production thereof should cease from any cause, this lease shall not lerminate If on or
before the expiration of sidy (60) days from date of completion of said dry hole or cessation of production Lessee commences additional drilling or
reworking operations thereon, or pays of lenders the next annual delay rental in the same manner as provided in this lease. If, during the last year of the
primary term of within sbxty (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 operati until the expiration of the primary lerm; and If Lessee has nol resumed
production in paying quantities al the expiration of the primary term, Lessee may maintain this lease by conducting additional driling or reworking
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operations pursuant to Paragraph 13, using the expiration of the primary term as the date of cessation of production under Paragraph 13. Should the first |
well or any subsequent well drilled on the above described land be completed as a shut-in oil or gas well within the primary term hereol, 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 shul-in oil or gas well and upon the failure to make such payment, this lease shall ipso facto lerminate. If at the
expiration dmprlmrytmnormumwuummwmwwﬂhmwmlhmmm.pavmnhmqumodohwcordm |
with the shut-in provisions hereof

12. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. If, at the expiration of the primary lerm, neither oil nor gas is being
produudunuldhml.buLm-h!mmmdhmaumwmw.mmmumhhhuww-cp.rmm
said well or for drilling or reworking of any additional wells are prosecuted in good faith and in workmanlike manner without interruptions fotaling more
ttunslxlytﬁmmmmmuhmhﬂ,WI‘mymmhmoptocuﬂonurouMcrq-,wWImmudIWug--pruduud
In paying quantities from said land, or payment of shut-in oll or gas well royalties or compensatory royalties is made as provided In this lease

13. CESSATION, DRILLING, AND REWORKING. If, after the expiration of the primary term, production of oil or gas from the leased
premises, after Mctounlmd,Mmhmmm.lh““mhmﬁcawmmm«m
mmm(mmmmm.mwmummum-mmmwmnmmmhm
mnnuhwmnlhmmwmumlmmmmm(emm.ummummmmthn
douwgn,muInulmllmnthhMfmmmhmw-uumhwmmnnmmhmmﬂhumm
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mmmmmmd-uuamm.mmnumlmmemmum
mmmm(w}chpmummmdum-amh&.mnﬁhmmhdﬂuw-mmmu
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

u.lmrr-maa\'u.mtFuwmummm.WMwmmmmmamwwmuumy
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with the lease provisions; whichever date is latest. Such payment shall be made one-half (1/2) to the C " of the G | Land Office and one-
I\dl(HZ)lohmdhwl.whmhuupmhmhmMNMhhlmmthM
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1l.CDMPemTORYROYALTE.I.I!.chﬂlolhtpdbdﬂnh-ubhpllndhdbymnﬂdhm-halug-rwm.nlnroub
sold and delivered in paying quantities from a well | within one th d (1,000) feet of the leased premises and completed in the same producing
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royalty is to be paid monthly, one-half (1/2) to the Commissioner of the G | Land Office and one-half (1/2) to the owner of the soil, beginning on or
mcu-h-tuaydnnmlmmmmmmu«g—hmmmmmuwmmuwwmnu
-mmmmmmmmnmu,mudnmmumwrwmhwumw
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12-month period. Comp tory royaity pay nts which are not timely paid will accrue penalty and interest in accordance with Paragraph 9 of this
Inu.demmptmmwllulw-Luuolo-w:munumdwmmwlhcouwmwmloﬂumlhuwm
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of compensatory royalties can satisfy the obligation to drill offset wells
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gas has been P d on the | d premis ,memmmduwmmwmmummmlwnu
wells as may be reasonably necessary for the proper develop of the | d premises and in W) the prody thereon,
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applicable field rules are changed or the well or wells located thereon are reclassified so that less ge is thereafter allocated to said well or wells for
mmm.m“mwmm-.mmmmw"mhwﬂunhlmwmm
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(B) HORIZONTAL. In the event this lease is in force and effect two (2) years after the expiration date of the primary or extended term Rt shall
further terminate as o all depths below 100 feet below the total depth drilled (hereinafier “deeper depths”) in each well located on acreage retained in
Paragraph 16 (A) above, unless on or before two (2) years after the primary or extended term Lessee pays an amount equal to one-half (1/2) of the
bonus originally paid as consideration for this lease (as specified on page 1 hereof). If such amount is paid, this lease shall be in force and effect as to
such deeper depths, and said termination shall be delayed for an additional period of two (2) years and so long thereafter as oil or gas is produced in
paying quantities from such deeper depths covered by this lease

(C) IDENTIFICATION AND FILING. The surface acreage retained hereunder as to each well shall, as nearly as practical, be in the form of a
square with the well located in the center thereof, or such other shape as may be approved by the Commissioner of the General Land Office. Within
m(ao)mmmuwmdmmuuww Lessee shall execute and record a release of releases containing a satisfactory
legal description of the acreage and/or depths nol retained h der. The recorded rek . of a certified copy of same, shall be filed in the General
Land Office, memmwwuwwmmmdudmmw-mm-m If Lessee fails or reluses
lo execute and record such release of releases within ninety (90) days after being requested lo do so by the General Land Office, then the
Commissioner at his sole discretion may designate by written instrument the acreage and/or depiths lo be released hereunder and record such
instrument at Lessee’s expense in the county of counties where the lease is located and in the official records of the General Land Office and such
designation shall be binding upon Lessee for all purposes.

17. OFFSET WELLS. Neither the bonus, delay rentals, nor royalties paid, or to be paid, under this lease shall relieve Lessee of his obligation
to protect the oil and gas under the above-described land from being drained. Lessee, sublessee, receiver or olher agent in control of the leased
premises shall drill as many wells as the facts may justify and shall use appropriate means and drill lo a depth necessary to prevent undue drainage of
oil and gas from the leased premises. In addition, iIf oll and/or gas should be produced in commercial quantities within 1,000 feet of the leased premises,
of in any case where the leased premises is being drained by production of oil or gas, the Lessee, sublessee, receiver o other agent in control of the
h-odprmh-nhauhpmdlﬂhhoﬂhﬂudlwuMmeWMINMMhmMMMuh
well or wells completed within 1,000 feet of the | d premises start producing in quantities and shall prosecute such drilling with diligence.
Failure Lo salisly the statutory offset obligation may subject this lease and the owner of the soil's agency rights to forfelure. Only upon the determination
of the Commissioner of the General Land Office and with his written approval may the payment of compensatory royalty under applicable statutory
paramelers satisly the obligation to drill an offset well or wells required under this paragraph

18. FORCE MAJEURE. If, after a good faith effort, Lessee is prevented from complying with any express or implied covenant of this lease,
from conducting drilling operations on the | d , or from producing oil or gas from the leased pr by of war, llion, riots,
strikes, acts of God, or any valid order, mumdmm.MﬂuMw.LHEthmwh
covenant shall be suspended and Lessee shall not be llable for damages for faillure to comply with such covenants; additionally, this lease shall be
extended while Lessee is prevented, by any such cause, from conducting drilling and reworking operations of from producing oil or gas lrom the leased
premises. However, nothing in this paragraph shall suspend the payment of delay rentals in order lo maintain this lease in effect during the primary term
in the absence of such drilling or reworking operations or production of oil or gas.

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

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soll owns less than the entire undivided surface estale in the above
described land, whether of nol Lessee's interest is specified herein, then the royalties and rental herein provided to be paid to the owner of the soil shall
be paid to him in the proportion which his inlerest bears to the entire undivided surface estate and the royalties and rental herein provided to be paid to
the Commissioner of the General Land Office of the State of Texas shall be likewise prop lely reduced. H . before Lessee adjusts the
royalty or rental due to the Commissioner of the General Land Office, Lessee or his authorized repr e must sub “l«nl.hof‘ i of the
mmumom-mmmwmwmwmwmmmmmmmmmm—«
owned by the owner of the soil. The Commissioner of the General Land Office shall be paid the value of the whole production allocable to any undivided
interest not covered by a lease, less the proportionate development and production cost allocable o such undivided interest. However, in no event shall
the Commissioner of the General Land Office receive as a royaity on the gross production allocable to the undivided interest not leased an amount less
than the value of one-sixteenth (1/16) of such gross production.

(B) REDUCTION OF PAYMENTS. I, during the primary lerm, a portion of the land covered by Ihis lease is included within the boundaries
of a pooled unit that has been appioved by the School Land Board and the owner of the soll in accoidance with Nalural Resources Code Sections
52.151-52.154, or if, at any time after the expiration of the primary term of the extended term, this lease covers a lesser number of acres than the total
amount described herein, payments that are made on a per acre basis hereunder shall be reduced according to the number of acres pooled, released,
surendered, or otherwise severed, so thal payments determined on a per acre basis under the lterms of this lease during the primary term shall be
calculated based upon the number of acres outside the boundaries of a pooled unit, or, if after the expiration of the primary term, the number of acres
actually retained and covered by this lease.

21, USE OF WATER. Lessee shall have the right o use water produced on said land necessary for operations under this lease except water
from wells or tanks of the owner of the soil, provided, however, Lessee shall nol use potable waler or waler sulltable for liveslock or iigalion purposes
for waterflood operations without the prior consent of the owner of the soll

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

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

24. WELL LOCATION LIMIT. No well shall be drilled nearer than two hundred (200) feet to any house or bam now on said premises without
the written consent of the owner of the soil
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26. POLLUTION. In developing this area, Lessee shall use the highes! degree of care and all proper safeguards lo prevent poliution Without
imiting the foregoing, poliution of coastal wetlands, natural walerways, rivers and impounded waler shall be prevenied by the use of containment
facilties sufficient to prevent spillage, seepage or ground waler contamination. in the event of poliution, Lessee shall use all means at its disposal to
recapture all escaped hydrocarbons or other poliutant and shall be responsible for all damage to public and private properties Lessee shall bulld and
maintain fences around fts slush, sump, and drainage pits and tank batteries so as lo protect livestock against loss, damage or injury, and upon

pletion or aband nt of any well or wells, Lessee shall fill and level all slush pits and cellars and completely clean up the drilling site of all rubbish
thereon Lessee shall, while conducting operations on the leased premises, keep said premises free of all rubbish, cans, botties, paper cups or garbage,
and upon completion of operalions shall restore the surface of the land to as near its original condition and contours as is practicable Tanks and
equipment will be kept painted and presentable,

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

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

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

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

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

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

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

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

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

owner of the soil, or

(7) & tamily member of the owner of the soil or related to the owner of the soil by mariage, blood, or adoption

28. RELEASES. Under the conditions contained in this paragraph and Paragraph 20, Lessee may al any time execute and deliver to the
owner of the soll and place of record a release or releases covering any portion or portions of the leased premises, and thereby surrender this lease as
to such portion or portions, and be relieved of all subsequent obligations as lo acreage surrendered If any part of this lease s properly surendered, the
delay rental due under this lease shall be reduced by the proportion thal the surrendered acreage bears to the acreage which was covered by this lease
Immadiately prior to such surrender, however, such release will not refleve Lessee of any liabilities which may have accrued under this lease prior to the
surrender of such acreage

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

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

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

32. FORFEITURE. If Lessee shall fail or refuse to make the payment of any sum within thirty days afler t becomes due, of il Lessee or an
authorized agent shouki knowingly make any false retum or false report concerning production or driling, or if Lessee shall fall or refuse to drill any
offset well or weils in good faith as required by law and the rules and regulations adopled by the Commissioner of the General Land Office. or If Lessee
should fail to file reports In the manner required by law or fall to comply with rules and regulations promuigated by the General Land Office, the School
Land Board, or the Railroad Commission, or if Lessee should refuse the proper authority access lo the records pertaining to operalions, or if Lessee or
an authorized agent should knowingly fail or refuse o give correct information to the proper authority, or knowingly fail or refuse to furnish the General
Land Office a cormect log of any well, or if Lessee shall knowingly violale 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 righls acquired under this lease shall be subject lo forfeiture by the
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Commissioner, and he shall forfeit same when sufficiently informed of the facts which authorize a forfelture, and when forfeited the area shall again be
subject o lease under the terms of the Relinquishment Act. However, nothing herein shall be construed as waiving the automatic termination of this
b-obyopwubndwuuyrmdmmmmm Forfeilures may be set aside and this lease and all rights thereunder
reinstated before the rights of another intervene upon yid to the C i ver of the General Land Office of luture compliance with
muprwmomoﬂhnhwnmdmuhoulmuntu-mdtmuu!mlybcndopl-drﬂdluh-r-lu

33, LIEN., In accordance with Texas Natural Resources Code 52.136, the State shall have a first lien upon all ol and gas produced from the
area covered by this lease lo secure payment of all unpaid royalty and other sums of money that may become due under Lhis lease. By acceplance of ‘
this lease, Lessee grants the State, in addition lo the lien provided by Texas A I R Code 52 136 and any other applicable statutory lien, an I
express contractual lien on and security interest in all leased minerals in and extracted from the | d pr , all pr ds which may accrue [0 ‘
Lessee from the sale of such leased minerals, whether such proceeds are held by Lessee or by a third party, and all fixiures on and improvements lo the i
leased premises used in connection with the production or processing of such leased minerals in order 1o secure the payment of all royalties or other l[

nts due or to b due under this lease and to payment of any ag wh-thdtmumymnymdhm‘lbfudld
any covenant or condition of this lease, whether express or implied. This llen and security int { may be f d with or without court proceedings in
mmmmmmtmnanrmmwmm Lessee agrees that the Commissioner may require Lessee lo
execule and record such Instruments as may be ly 1 y to acknowledge, attach or perfect this llen. Lessee hereby represents that there
are no prior or superior liens arising from and relating 1o Lessee's activities upon the above-described property or from Lessee's acquisition of this lease
Should the Commissioner at any time d ine that this representation is not true, then the C. may declare this lease forfeiled as provided
herein

34, Pooum.l.-uohhorwywmtodlhlmtupoolmwmmrmmuwmdhﬂmwmﬂhwvmr
leasehold or mineral interest for the exploration, d and production of oll or gas or either of them upon the same lerms as shall be approved
byu.-wwmwmcmummummmumwmdmmuanmmum
pursuant to Texas Natural Resources Code 52.151-52 154, The owner of the soil agrees that the inclusion of this provision in this lease satisfies the
execution requirements stated in Texas Natural Resources Code 52152

36. INDEMNITY. Lessee hereby releases and discharges the State of Texas and the owner of the soll, their officers, employees, pariners,
agents, contractors, subcontractors, guests, invitees, and Lheir respective s and assigns, of and from all and any actions and causes of action
of every nature, of other harm, including environmental harm, for which recovery of damages is sought, including, but not limited to, all losses and
expenses which are caused by the activities of Lessee, its officers, employees, and agents arising out of, incidental to, or resulting from, the operations |
of o for Lessee on the leased premises hereunder, o that may arise out of or be occasioned by Lessee's breach of any of the terms or provisions of this
Agreement, or by any other negligent or strictly llable act or omission of Lessee. Further, Lessee hereby agrees to be liable for, exonerate, indemnity,
defend and hold harmiess the State of Texas and the owner of the soil, their officers, employees and agents, theil successors of assigns, against any
and all claims, liabilties, losses, damages, actions, personal injury (including death), costs and expenses, of other harm for which recovery of damages
is sought, under any theory including tort, contract, or strict liability, including attorneys’ fees and other legal expenses, including those related lo
environmental hazards, on the leased premises of in any way related o Lessee’s fallure 1o comply with any and all environmental laws. those arising [
Iromuhmnyrdﬂ-ﬂlnm-op-wnmumywum-mmmmudpunb- those arising from Lessee's use of the |

rface of the ; and those thal may arise out of or be cccasioned by Lessee's breach of any of the terms or provisions of this Agreement |

ammmamuL—uhammnmmmmmmummmmmwm
respective successors and assigns. Each ignee of this Agr nt, or an interest therein, agrees to be liable for, exonerale, indemnify, delend and
mmwmurmmmmdmw.mm,W,mmmummpmmwouhmm
the activities of Lessee, its officers, employees, and agents as described above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF
THE INDEMNITY OBLIGATIONS ANDIOR LIABILITIES ASSUMED UNDER THE TERMS OF THIS AGREEMENT SHALL BE WITHOUT LIMITS AND
WITHOUT REGARD TO THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXISTING CONDITIONS), STRICT LIABILITY, OR THE
NEGLIGENCE OF ANY PARTY OR PARTIES (INCLUDING THE NEGLIGENCE OF THE INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE
BE SOLE, JOINT, CONCURRENT, ACTIVE, OR PASSIVE.

36. ENVIRONMENTAL HAZARDS. Lessee shall use the highes! degree of care and all reasonable saleguards to prevent contamination or
pollution of any environmental medium, including soil, surface waters, groundwaler, sediments, and surface or subsurface strala, ambient air or any
other environmental medium in, on, or under, the leased premises, by any waste, poliutant, or contaminant. Lessee shall not bring or permit to remain on
the leased premises any asbestos containing materlals, explosives, loxic materials, or substances regulated as hazardous wastes, hazardous materials,
hazardous substances (as the term “Hazardous Substance” is defined In the Comprehensive Environmental Response, Compensation and Liability Act
(CERCLA), 42 U.5.C. Sections 9601, el seq.), or loxic substances under any federal, state, or local law or regulation ("Hazardous Materials”), except
ordinary products commonly used in connection with oil and gas exploration and development operations and stored in the usual manner and quanlities
LESSEE'S VIOLATION OF THE FOREGOING PROHIBITION SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND
LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST
ANY CLAIMS, DAMAGES, JUDGMENTS, PENALTIES, LIABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS' FEES AND COURT
COSTS) CAUSED BY OR ARISING OUT OF (1) A VIOLATION OF THE FOREGOING PROHIBITION OR (2) THE PRESENCE, RELEASE, OR
DISPOSAL OF ANY HAZARDOUS MATERIALS ON, UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OR
CONTROL OF THE LEASED PREMISES. LESSEE SHALL CLEAN UP, REMOVE, REMEDY AND REPAIR ANY SOIL OR GROUND WATER
CONTAMINATION AND DAMAGE CAUSED BY THE PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER, OR ABOUT
THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITH THE REQUIREMENTS OF
APPLICABLE LAW. THIS INDEMNIFICATION AND ASSUMPTION SHALL APPLY, BUT NOT LIMITED TO, LIABILITY FOR RESPONSE
ACTIONS UNDERTAKEN PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IMMEDIATELY
GIVE THE STATE OF TEXAS AND THE OWNER OF THE SOIL WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS
PARAGRAPH, UPON LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY
GOVERNMENTAL AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBLIGATIONS
OF LESSEE HEREUNDER SHALL SURVIVE THE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF THIS AGREEMENT.

37. APPLICABLE LAW. This lease is issued under the provisions of Texas Natural Resources Code 52171 twough 52 180, commonly
) m-mammmmwmwmmmwimwnmmmwmmmm
statutes, the statutes will prevail over any g lease provi
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u.:mumu.nnuwwbmmuwmwthmwmumuruuahn-cwmyrmw
in the General Land Office of the State of Texas. Once the filing requirements found in Paragraph 39 of this lease have been satisfied, the effective date
of this lease shall be the date found on Page 1

accompany such certified copy to the General Land Office

. A._‘/)-x /';f'/h. 7

v
Tee _Bruce W. Hunt, President “H J’J
Dae.__ OG- 30 o3

STATE OF TRXAS 74 STATE OF TEXAS
BY: o~ £* BY:
Individually and as agent for the State of Texas Individually and as agent for the State of Texas

Date: jl)l'? 1. 20059

1
Judson Operations, Ltd. .
By Judson Development Corporation
neral Partner
]_E:é‘s(!?aeld H. Judson, Vice President

Date.

STATE OF STATE OF TEXAS

BY: BY

Individually and as agent for the State of Texas Individually and as agent for the State of Texas
Date Date.
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STATE OF TEXAS (CORPORATION ACKNOWLEDGMENT)
COUNTY OF MIDLAND

BEFORE ME, the undersigned authority, on this day personally appeared __ Donald H. Judson
known to me to be the person whose name is subscribed to the foregoing instruments as __ Vice-President

er of Judson Operation d and ack iedged lo me that he
therein expressed, in the capacily stated, and as the act and deed of said corporati

this the 177 day of Juneg £) 005

v

PAULA GRIMMES
@ Notary Public, State of Texas
7=/ My Commission Expires 12.22-2005

DULY

Notary Public in and for Midland County , Texas

STATE OF \.LW (CORPORATION ACKNOWLEDGMENT)
COUNTY OF el

BEFORE ME, the undersigned authority, on this day personally appeared _a%@
%mmlnhhmﬁmmhuﬁuﬁdhhlmm- Mool

o YeTro- Hunt L.L.C. and acknowledged lo me that he
uwﬂﬂﬂmlmﬂ\.mﬂ therein expressed, in the capacity stated, and as the act and deed of said

MM LE Compary .
s umu-' day of Q}H\H 20 0S8 ey

3 A —=
e AN
Rt o5
B * o ,AE.«An.m\h"l cg,LM-"x;
% 4 I
"-._":xo' :: Notary Public in and for ~S{Q Gy %
Expmet.
06.24.90%%
STATE OF T (INDIVIDUAL ACKNOWLEDGMENT)

COUNTY OF

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

known 10 me to be the persons whose names are subscribed 1o the foregoing instn W, and ach ledged to me that they executed the same for the
purposes and consideration therein expressed.

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

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

known 1o me to be the persons whose names are subscribed o the foregoing instrument, and acknowledged lo me that they execuled the same lor the
purposes and consideration therein expressed

Given under my hand and seal of office this the day of 20
Notary Pubiic in and for
N o - WY PHONISHan HERLIR voute, ©0 el 0 saL L, RENTAL
OR USE B+ 1=t 0 5000 CrPNETY JECAUSE U COLDR
08 RALL 1 ibAL L Avi N Jimt RN FUBRAL
FILE NO. 3399 -
FILED FOR RECORD ON THE 9TH DAY OF AUGUST A.D. 2005 2:27 P. .

RECORDED . 10TH pay oF AUGUST A.D. 20052:30 A'_——l.

of

sse o . . . ) Clerks Office

BY: , DEPUTY DIANNE 0. FLOREZ, COUNTY CLERK '\
/ REEVES COUNTY, TEXAS
L) — .
—
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CERTIFIED TRUE AND CORRECT COPY CERTIFICATE

STATE OF TEXAS

COUNTY OF REEVES

vé and loregoing 1s a full. true and carrect photographic copy of 1he

record now in my lawlul custody and possession, as the Saoe Is
in the public records of f:r office, found in VOL ?6‘8

E_281Ru 289 OFFICRI%%OEDU]S;LTC
reeny centied on AUGUST 11, 2005

INE O. FLOREZ, COUNTY CLERK 4 i o oe |

COUNTY, [EXAS - . . . . . -
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Transaction # 5185
Lossor:
Lossee:

Sigmar, Inc.

Petro-Hunt, LLC

LEASE DESCRIPTION

County
REEVES

REEVES

PIN#

REEVES
REEVES

TERMS OFFERED
Primary Term
Bonus/Acre:
Rental/Acre:

Royaity: 1/4

3 years
$150.00

$1.00

MF # Lessen

RAL REVIEW SHEET

Geologist: R. Widmayer
Lease Date: 4/1/2005 Uk
Acres: 320
Base File No  Part Sec. Block Twp Survey Abst#
153074 E/2 OF 12 59 00 PUBLIC SCHOOL LAND 5942
150248 E/2 OF 13 59 00 PUBLIC SCHOOL LAND 5542
153081 E/2 OF 13 59 00 PUBLIC SCHOOL LAND 5949
150254 E/2 OF 24 59 00 PUBLIC SCHOOL LAND 5547
TERMS
Primary Term 3 years
Bonus/Acre $150.00
Rental/Acre $1.00
mm 1/4
Date Term Bonus/Ac.  Rental/Ac.  Royalty  Distance
Last Lease

Also: LAJ Corporation with 93.33 acres and Judson Operations, Ltd. With 53.33 acres.
Comments: f f

Approved:

Tuesday, April 11, 2006

N6 }y\u*xv‘flr’
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, RELINQUISHMENT ACT LEASE APPLICATION

Texas General Land Office

Jerry Patterson, Commissioner

TO: Jerry Patterson, Commissioner DATE:

Larry Laine, Chief Clerk
Bill Warnick, General Counsel

Matt Edling, Deputy Commissioner

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

Applicant:  Petro-Hunt L.L.C. County:
Prim. Term: 3%’ years Bonus/Acre $150.00
Royalty: WS '{‘{” Rental/Acre $1.00
Consideration
Recommended: ?/f& Date: 12 -17.04-

Not Recommended:
Comments: Rental will be $75.00 for the 4th year.

|/ Lease Form

Recommended; && Date:

Not Recommended:

1 ! 13Jor”

Comments;

Matt Edling, Deputy Commissioner Date: // / 2/ / I
[

Recommended:

Not Recommended:

Bill Wamick, General Copnse! Date:

Recommended:

Not Recommended:

Larry Laine, Chief Clerk Date: f‘)J J// 1d
Approved: Z 7}

Not Approved: )

Jerry Patterson, Commaissioner Date? Fres O}

Not Approved:

17-Dec-04

REEVES
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Datc Filed: /[//ﬁé
Jer atterson Commisswner

By ___,_/




TEXAS GENERAL LAND OFFICE

JERRY PATTERSON, COMMISSIONER

April 7, 2006

ATTN BRUCE HUNT
PETROHUNT LLC

1601 ELM STREET SUITE 3400
THANKSGIVING TOWER
DAILAS TEXAS 75201-7201

Re: RELINQUISHMENT ACT LEASE No. MF-105531
REEVES COUNTY: 320 Acres

East Half of the Northeast quarter (E/2 NE/4) Section 12
East Half of the Southwest quarter (Ef2 SW/4) Section 13
East Half of the Northeast quarter (E/2 NE/4) Section 13
East Half of the Southeast quarter (E/2 SE/4) Section 24
Block 59, Public School Lands

Dear Mr. Hunt,

The certified copy of the Relinquishment Act lease covering the above referenced tracts has been
approved and filed in our records under mineral file number MF-105531. Please refer to this
number in all future correspondence conceming the lease.

Your remittance of $7,125.00 has been applied as the state's portion of the cash bonus $7,000.00,
along with a processing and filing fee in the amount of $125.00. Please let me know if you should
have any questions.

Sincerely,

|
1 Diaes el s -
Drew Reid
Minerals Leasing
Energy Resources
(512) 475-1534

MS/DR

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

www.glo.state.tx.us




File N%Wﬁ/g;B/

o~ ) /7 4—-"‘
Date Filed: J'7 ﬁ)/‘i

Jerry E, PattcrsonfCommws:oner

By
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PAYEE: DETACH THIS PORTION BEFORE CASHING CHECK

PETRO-HUNT, L.L.C. L/ JPMorgan Chase Bank, N.A. Page 1 of 1
1601 Elm Street, Suite 3400 Jefferson County
¥ Dallas, Texas 75201 . 8200 Hwy 69
(214) 880-8400 Port Arthur, Texas 77640
[ 4 OWNER NAME OWNER NO DATE CHECK NUMBER AMOUNT
)
| l‘ TEXAS GENERAL LAND OFFICE Mar-14-2006 7004346 $46.67
LEASE NUMBER ORIGINAL LESSOR/LEASE NAME DATE 03/14/06 CHECK NO 7004346
118+1019702 SIGMAR INC
RENTAL PERIOD

LEASE DATE  MONTHS FROM TO FILE 1D

04/01/05 12 04/01/06 04/01/07 68350-0049-002
PAYMENT AMOUNT 46 .67

sses PAYMENT TYPE **** DELAY RENTAL ***+*

BANK SERVICE CHG

TO BE CREDITED TO ADDITIONAL TEXT
TOTAL AMOUNT 46 .67

OWNER # 58207

TEXAS GENERAL LAND OFFICE

1700 N CONGRESS AVENUE ROOM &0

AUSTIN, TEXAS 78701 -

S8N/TAX 1D f

RECORDED BOOK 706 PAGE 1 ENTRY '

PROSPECT N W TOYAH PROSPECT

COUNTY/PARISH REEVES STATE TX

TRACT NO 20430

LEGAL DESCRIPTION

REEVES COUNTY TEXAS BLOCK 5%, PUBLIC
SCHOOL LAND SURVEY SEC. 12: E/2 OF
NE/4 SEC. 13: B/2 OF SW/4 & E/2 OF
NE/4 SEC. 24: BE/2 OF SE/4 BEING
320.00 ACRES MORE OR LESS
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PAYEE: DETACH THIS PORTION BEFORE CASHING CHECK

PETRO-HUNT, L.L.C. / JPMorgan Chase Bank, N.A. T
1601 Elm Street, Suite 3400 . '\ Jefferson County b
Dallas, Texas 75201 8200 Hwy 69
“ ’ (214) 880-8400 Port Arthur, Texas 77640
OWNER NAME OWNER NO DATE CHECK NUMBER AMOUNT
‘\ TEXAS GENERAL LAND OFFICE Mar-14-2006 7004348 $26.67
| LEASE NUMBER ORIGINAL LESSOR/LEASE NAME DATE 03/14/06 CHECK NO 7004148
118+1019703 JUDSON OPERATIONS LTD
RENTAL PERIOD
LEASE DATE  MONTHS FROM TO FILE ID
04/01/05% 12 04f01/06 04/01/07 68350-0049-0013
PAYMENT AMOUNT 26.67
#ses PAYMENT TYPE **+¢ DELAY RENTAL *##+*
BANK SERVICE CHG
TO BE CREDITED TO ADDITIONAL TEXT
TOTAL AMOUNT 26.67
OWNER # 58207
TEXAS GENERAL LAND OFFICE
1700 N CONGRESS AVENUE ROOM 60
AUSTIN, TEXAS 78701
SSN/TAX 1D -]
RECORDED  BOOK 708 PAGE 281 ENTRY {-"
PROSPECT N W TOYAH PROSPECT —
COUNTY/PARISH REEVES STATE TX

TRACT NO 20430

LEGAL DESCRIPTION

REEVES COUNTY TEXAS BLOCK 59, PUBLIC
SCHOOL LAND SURVEY SEC. 12: E/2 OF
NE/4 SEC. 13: E/2 OF SW/4 & E/2 OF
NE/4 SEC. 241 E/2 OF BE/4 BEING
320.00 ACRES MORE OR LESS



PAYEE: DETACH THIS PORTION BEFORE CASHING CHECK

PETRO-HUNT, L.L.C. l/ JPMorgan Chase Bank, N.A. B it
1601 EIm Street, Suite 3400 Jefferson County -
. Dallas, Texas 75201 g + B200 Hwy 69
* (214) 880-8400 Port Arthur, Texas 77640
| OWNER NAME OWNER NO DATE CHECK NUMBER AMOUNT
.
TEXAS GENERAL LAND OFFICE Mar-14-2006 7004344 $46.67
LEASE NUMBER ORIGINAL LESSOR/LEASE NAME DATE 03/14/06 CHECK NO 7004344
11841019701 LAJ CORPORATION
RENTAL PERIOD
LEASE DATE MONTHS FROM TO FILE ID
04/01/05 12 04/01/06 04/01/07 6B350-0049-001
| PAYMENT AMOUNT 46.67
ssass DAYMENT TYPE **** DELAY RENTAL ®#®®**
| BANK SERVICE CHG
TO BE CREDITED TO ADDITIONAL TEXT
| TOTAL AMOUNT 46,67

OWNER # 58207

TEXAS GENERAL LAND OFFICE

1700 N CONGRESS AVENUE ROOM 60
AUSTIN, TEXAS 78701

SSN/TAX ID

RECORDED BOOK 705 PAGE 820 ENTRY
PROSPECT N W TOYAH PROSPECT

COUNTY/PARISH REEVES SBTATE TX

TRACT NO 20430
LEGAL DESCRIPTION

REEVES COUNTY TEXAS BLOCK 59, PUBLIC
SCHOOL LAND SURVEY SEC. 12: E/2 OF
NE/4 SEC, 13: E/2 OF SW/4 & E/2 OF
NE/4 SEC, 24: E/2 OF SE/4 BEING
320.00 ACRES MORE OR LESS
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PAYEE: DETACH THIS PORTION BEFORE CASHING CH

PETRO-HUNT, L.L.C. JPMorgan Chase Bank, N.A.
— - 1601 Elm Street, Suite 3400 . - Jefferson County
Dallas, Texas 75201 8200 Hwy 69
(214) 880-8400 Port Arthur, Texas 77640 /

OWNER NAME OWNER NO DATE CHECK NUMBER \ [AMOUNY

TEXAS GENERAL LAND OFFICE Mar-15-2007 7005865 V $26.67

Page 1 of 1

LEASE NUMBER ORIGINAL LESSOR/LEASE NAME DATE 03/15/07 CHECK NO 'F;G\BSS
118+1019703 JUDSON OPERATIONS LTD
| RENTAL PERIOD
‘ LEASE DATE MONTHS FROM TO FILE 1D
04/01/05 12 0a/01/07 04/01/08 68350-0049-003
PAYMENT AMOUNT 26,67

esse PAYMENT TYPE **** DELAY RENTAL ****
BANK SERVICE CHG

TO BE CREDITED TO ADDITIONAL TEXT

TOTAL AMOUNT 26.67
. OWNER # 58207

TEXAS GENERAL LAND OFFICE

1700 N CONGRESS AVENUE ROOM &0

AUSTIN, TEXAS 78701

RECORDED BOOK 708 PAGE 281 ENTRY

PROSPECT N W TOYAH PROSPECT 5

COUNTY/PARISH REEVES STATE TX .

TRACT NO 20430

LEGAL DESCRIPTION O)

REEVES COUNTY TEXAS BLOCK 59, PUBLIC

SCHOOL LAND SURVEY SEC. 12: E/2 OF 0

NE/4 SEC. 13: E/2 OF SW/4 & E/2 OF U)

NE/4 SEC. 24: E/2 OF SE/4 BEING %

320.00 ACRES MORE OR LESS

MN—loss3/




PAYEE: DETACH THIS PORTION BEFORE CASHING C?‘

PETRO-HUNT, L.L.C. JPMorgan Chase Bank, N.A.

i . 1601 EIm Street, Suite 3400 B Jefferson County P 1 whid
Dallas, Texas 75201 8200 Hwy 69
(214) 880-8400 Port Arthur, Texas 77640 /
OWNER NAME OWNER NO DATE CHECK NUMBER \ /AMOUNT
TEXAS GENERAL LAND OFFICE Mar-15-2007 7005863 \/ $46.67
LEASE NUMBER ORIGINAL LESSOR/LEASE NAME DATE 03/15/07 CHECK NO 7!u¥e)
118*1019702 SIGMAR INC
RENTAL PERIOD
LEASE DATE  MONTHS FROM TO FILE ID
04/01/05 12 04/01/07 04/01/08 6B350-0049-002
PAYMENT AMOUNT 16.67
*ses PAYMENT TYPE *e** DELAY RENTAL **e*¢
BANK SERVICE CHG
TO BE CREDITED TO ADDITIONAL TEXT cl\
TOTAL AMOUNT 46.67

OWNER # 58207

TEXAS GENERAL LAND OFFICE

1700 N CONGRESS AVENUE ROOM 60
AUSTIN, TEXAS 78701

RECORDED BOOK 706 PAGE 1 ENTRY
PROSPECT N W TOYAH PROSPECT
COUNTY/PARISH REEVES STATE TX

TRACT NO 20430

LEGAL DESCRIPTION

REEVES COUNTY TEXAS BLOCK %%, PUBLIC O
SCHOOL LAND SURVEY SEC. 12: E/2 OF )

NE/4 SEC. 13: E/2 OF SW/4 & E/2 OF OLP
¥

Q
S5

NE/4 SEC. 24: E/2 OF SE/4 BEING
320.00 ACRES MORE OR LESS m -~ /0 .)__5-




PAYEE: DETACH THIS PORTION BEFORE CASHING CHECK

PETRO-HUNT, L.L.C.

JPMorgan Chase Bank, N.A.

e . = 1601 EIm Street, Suite 3400 - . Jefferson County Pagn1 oed
Dallas, Texas 75201 B200 Hwy 69
(214) 880-8400 Port Arthur, Texas 77640 ;
OWNER NAME OWNER NO DATE CHECK NUMBER ,‘MOUNT
TEXAS GENERAL LAND OFFICE Mar-15-2007 7005861 \ /546.67
LEASE NUMBER ORIGINAL LESSOR/LEASE NAME DATE 03/15/07 CHECK NO 70@&351
11841019701 LAJ CORPORATION
RENTAL PERIOD
LEASE DATE  MONTHS FROM TO FILE ID
04/01/05 12 04/01/07 04/01/08 6B350-0049-001

¢sss PAYMENT TYPE **** DELAY RENTAL ¢***

TO BE CREDITED TO ADDITIONAL TEXT
OWNER # 58207

TEXAS GENERAL LAND OFFICE

1700 N CONGRESS AVENUE ROOM 60

AUSTIN, TEXAS 78701

RECORDED BOQK 705 PAGE 820 ENTRY
PROSPECT N W TOYAH PROSPECT

COUNTY/PARISH REEVES STATE TX

TRACT NO 20430

LEGAL DESCRIPTION

REEVES COUNTY TEXAS BLOCK 59, PUBLIC
SCHOOL LAND SURVEY SEC. 12: E/2 OF
NE/4 SEC. 13: E/2 OF SW/4 & E/2 OF
NE/4 SEC. 24: E/2 OF SE/4 BEING
320.00 ACRES MORE OR LESS

PAYMENT AMOUNT 46.67
BANK SERVICE CHG \ )—*\
TOTAL AMOUNT 46.67
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