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STATE OF TEXAS
TAXI.D. #

SIGNATURE OF
AGENT

State Lease Number

¥ 106115 |

For GLO Use Only

JANUARY 17, 2006
MINERAL LEASE BID APPLICATION

I agree, if awarded a lease on the referenced tract, to comply with all terms
and conditions of said lease and with all applicable laws that so govern said
lease, and as those laws may be amended.

Name: WL&T Services

Address: P.O. Box 1125

City: Cameron State: TX Zip: 76502

(Include +4 Code)
Telephone: (254)697-8098

County(ies): Reeves Survey/Area: H.&G.N. Ry. Co.

WL&T Services
(same as above)

$)699,953.00

"

(si{napfre) -

S

John Whitmire
(tvoe/orint name)

(If Applicable) . aivs
Block/Tsp.:3 Section/Tract: 2 Acres: 279.98 *
(If Applicable) Seeece
(A) Bonus Amount ($)699,953.00 R
Six_hundred ninety nine thousand nine hundred fifty three dollars and no cent ,.:.
(type/print above) R
ases
(B) Sales Fee Amount ($)10,499.30 e @
Ten thousand four hundred ninety nine dollars and thirty cents
(type/print above)
This Sales Fee is 1'2% of the cash bonus as provided in Section 32.110 of the
Natural Resources Code as amended. 0
Q
APPLICANT NAME BONUS AMOUNT ONLY (A) C?Z
(Do Not include sales fee) O(?
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=i e Dtate of Tpy,

Austin, Texas

OIL AND GAS LEASE
NO. M-106118

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

NORTHEAST PART (NE PT) OF SECTION 2, BLOCK 3, H. & G. N. RY. CO. SURVEY, REEVES COUNTY, TEXAS, CONTAINING APPROXIMATELY 279.98 ACRES, AS
SHOWN ON THE OFFICIAL MAP OF REEVES COUNTY, TEXAS NOW ON FILE IN THE TEXAS GENERAL LAND OFFICE, AUSTIN, TEXAS,

was, afler being duly advertised, offered for lease on the 17" day of January, 2006, at 10:00 o'clock a.m., by the Commissioner of the General Land Office of the State of Texas and the School
Land Board of the State of Texas, for the sole and only purpose of prospecting and drilling for, and producing oil and/or gas that may be found and produced from the above described area; and

WHEREAS, after all bids and remittances which were received up to said time have been duly considered by the Commissioner of the General Land Office and the School Land Board at a
regular meeting thereof in the General Land Office, on the 17 day of January, 2006, hereinafter the "effective date” and it was found and determined that WL&T SERVICES whose address is
P.0O. BOX 1125, CAMERON, TEXAS 76502 had offered the highest and best bid for a lease of the area above described and is, therefore, entitled to receive a lease thereon:

NOW, THEREFORE, |, Jerry E. Patterson, Commissioner of the General Land Office of the State of Texas, hereinafter sometimes referred to as "Lessor,” whose address is Austin, Texas, by
virtue of the authority vested in me and in consideration of the payment by the hereinafter designated Lessee, the sum of Six Hundred Ninety-Nine Thousand Nine Hundred Fifty-Three And
00/100 Dollars ($699,953.00), receipt of which is hereby acknowledged and of the royaltics, covenants, stipulations and conditions contained and hereby agreed to be paid, observed and
performed by Lessee, do hereby demise, grant, lease and let unto the above mentioned bidder the exclusive right to prospect for, produce and take oil and/or gas from the aforesaid area upon the
following terms and conditions, to-wit:

1. RESERVATION: There is hereby excepted and reserved to Lessor the full use of the property covered hereby and all rights with respect to the surface and subsurface thereof for any and
all purposes except those granted and to the extent herein granted to Lessee, together with the rights of ingress and egress and use of said lands by Lessor and its mineral lessees, for purposes of
exploring for and producing the minerals which are not covered, or which may not be covered in the future, under the terms of this lease, but which may be located within the surface boundaries
of the leased area. All of the rights in and to the leased premises retained by Lessor and all of the rights in and to the leased premises granted to Lessee herein shall be exercised in such a manner
that neither shall unduly interfere with the operations of the other.

2. TERM: Subject to the other provisions hereof, this lease shall be for a term of five (5) years from the effective date hereof (herein called "primary term") and as long thereafter as oil or
gas is produced in paying quantities from said area.

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

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

4. PRODUCTION ROYALTIES: Subject to the provisions for royalty reductions set out in subparagraph (E) of this paragraph 4, upon production of oil and/or gas, the Lessee agrees to pay
or cause 1o be paid to the Commissioner of the General Land Office in Austin, Texas, for the use and benefit of the State of Texas, during the term hereof:

(A) OIL: As a royalty on oil, which is defined as including all hydrocarbons produced in a liquid form at the mouth of the well and also all condensate, distillate, and other liquid
hydrocarbons recovered from oil or gas run through a separator or other equipment, as hereinafter provided, 1/4 part of the gross production or the market value thereof, at the option of the
Lessor, such value to be determined by 1) the highest posted price, plus premium, if any, offered or paid for oil, condensate, distillate, or other liquid hydrocarbons, respectively, of a like type and
gravity in the general area where produced and when run, or 2) the highest market price thereof offered or paid in the general area where produced and when run, or 3) the gross proceeds of the
sale thereof, whichever is the greater. Lessee agrees that before any gas produced from the land hereby leased is sold, used or processed in a plant, it will be run free of cost to Lessor through an
adequate oil and gas separator of conventional type or other equipment at least as efficient to the end that all liquid hydrocarbons recoverable from the gas by such means will be recovered. Upon
written consent of Lessor, the requirement that such gas be run through such a separator or other equipment may be waived upon such terms and conditions as prescribed by Lessor.

(B) NON-PROCESSED GAS: As a 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 to gas processed in a plant for the extraction of gasoline, liquid hydrocarbons or other products) 1/4 part of the gross
production or the market value thereof, at the option of the Lessor, such value to be based on the highest market price paid or offered for gas of comparable quality in the general area where
produced and when run, or the gross price paid or offered to the producer, whichever is greater provided that the maximum pressure base in measuring the gas under this lease contract shall not at
any time exceed 14.65 pounds per square inch absolute, and the standard base temperature shall be sixty (60) degrees Fahrenheit, correction to be made for pressure according to Boyle's Law,
and for specific gravity according to test made by the Balance Method or by the most approved method of testing being used by the industry at the time of testing.



(C) PROCESSED GAS: As a royalty on any gas processed in a gasoline plant or other plant for the recovery of gasoline or other liquid hydrocarbons, 1/4 part of the residue gas and the
liquid hydrocarbons extracted or the market value thereof, at the option of the Lessor. All royalties due herein shall be based on one hundred percent (100%) of the total plant production of residue
gas attributable to gas produced from this lease, and on fifty percent (50%) or that percent accruing to Lessee, whichever is the greater, of the total plant production of liquid hydrocarbons,
attributable to the gas produced from this lease; provided that if liquid hydrocarbons are recovered from gas processed in a plant in which Lessee (or its parent, subsidiary or affiliate) owns an
interest, then the percentage applicable to liquid hydrocarbons shall be fifty percent (50%) or the highest percent accruing to a third party processing gas through such plant under a processing
agreement negotiated at arms' length (or if there is no such third party, the highest percent then being specified in processing agreements or contracts in the industry), whichever is the greater. The
respective royalties on residue gas and on liquid hydrocarbons shall be determined by 1) the highest market price paid or offered for any gas (or liquid hydrocarbons) of comparable quality in the
general area or 2) the gross price paid or offered for such residue gas (or the weighted average gross selling price for the respective grades of liquid hydrocarbons), whichever is the greater. In no
event, however, shall the royalties payable under this paragraph be less than the royalties which would have been due had the gas not been processed.

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

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

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

(i1) In the event production in paying quantities is established pursuant to the terms of this lease and such production is brought on line and sales thereof are commenced after the expiration
of eighteen (18) months from the effective date hereof but prior to the expiration of twenty-four (24) months from the effective date hereof. the royalty rate provided herein shall be reduced to
22.5% and shall apply to each subsequent well drilled and produced on the land covered by this lease. Provided that, if during such six (6) month term during which Lessee may eam a reduced
royalty rate of 22.5% as herein provided, Lessee should drill in good faith and complete the first well as a dry hole on the land covered by this lease, Lessee may receive a three (3) month
extension of the term in which to eam a reduced royalty rate by giving notice to the Commissioner of the General Land Office, commencing drilling operations on an additional well prior to the
expiration of such three (3) month period and prosecuting diligently and in good faith the drilling of such additional well and completing same so that production in paying quantities is established
and so that such production is brought on line and sales thereof are commenced prior to the expiration of such three (3) month extension period.

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

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

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

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

(J) MARGINAL PRODUCTION ROYALTY: Upon Lessee's written application, the School Land Board may reduce the royalty rate set out in this paragraph and/or the minimum
royalty set out in subparagraph 4 (I) to extend the economic life of this lease and encourage recovery of oil or gas that might otherwise remain unrecovered. Any such royalty reduction must
conform to the requirements of any School Land Board administrative rules on this subject. Royalty may not be reduced below the applicable statutory minimum.

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

Payment of royalty on production of oil and gas shall be as provided in the rules set forth in the Texas Register. Rules currently provide that royalty on oil is due and must be received in the
General Land Office on or before the 5th day of the second month succeeding the month of production, and royalty on gas is due and must be received in the General Land Office on or before the
15th day of the second month succeeding the month of production, accompanied by the aflidavit of the owner, manager or other authorized agent, completed in the form and manner prescribed by
the General Land Office and showing the gross amount and disposition of all oil and gas produced and the market value of the oil and gas, together with a copy of all documents, records or reports
confirming the gross production, disposition and market value including gas meter readings, pipeline receipts, gas line receipts and other checks or memoranda of amount produced and put into
pipelines, tanks, or pools and gas lines or gas storage, and any other reports or records which the General Land Office may require to verify the gross production, disposition and market value. In
all cases the authority of a manager or agent to act for the Lessee herein must be filed in the General Land Office. Each royalty payment shall be accompanied by a check stub, schedule, summary
or other remittance advice showing by the assigned General Land Office lease number the amount of royalty being paid on each lease. If Lessee pays his royalty on or before thirty (30) days after
the royalty payment was due, then Lessee owes a 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. [n addition to a penalty, royalties shall accrue interest at a rate of 12% per year; such interest will begin accruing when the royalty is sixty (60)
days overdue. Affidavits and supporting documents which are not filed when due shall incur a penalty in an amount set by the General Land Office administrative rule which is effective on the
date when the affidavits or supporting documents were due. The Lessee shall bear all responsibility for paying or causing royalties to be paid as prescribed by the due date provided herein.
Payment of the delinquency penalty shall in no way operate to prohibit the State's right of forfeiture as provided by law nor act to postpone the date on which royalties were originally due. The
above penalty provisions shall not apply in cases of title dispute as to the State's portion of the royalty or to that portion of the royalty in dispute as to fair market value.

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

(B) DRILLING RECORDS: Written notice of all operations on this lease shall be submitted to the Commissioner of the General Land Office by Lessee or operator five (5) days before spud
date, workover, re-entry, temporary abandonment or plug and abandonment of any well or wells. Such written notice to the General Land Office shall include copies of Railroad Commission
forms for application to drill. Copies of well tests, completion reports and plugging reports shall be supplied to the General Land Office at the time they are filed with the Texas Railroad
Commission. 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 to the total depth of well, of all wells drilled on the above described premises and shall transmit a true copy of the log of each survey on each well to the
General Land Office within fifteen (15) days after the making of said survey.



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

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

(A) VERTICAL: In the event this lease is in force and effect two (2) years afler the expiration date of the primary or extended term it shall then terminate as to all of the leased premises,
EXCEPT (1) 40 acres surrounding each oil well capable of producing in paying quantities and 320 acres surrounding ¢ach gas well capable of producing in paying quantities (including a shut-in
oil or gas well as provided in Paragraph 11 hereof), or a well upon which Lessee is then engaged in continuous drilling or reworking operations, or (2) the number of acres included in a producing
pooled unit pursuant to Natural Resources Code Sections 52.151-52.153, or (3) such greater or lesser number of acres as may then be allocated for production purposes to a proration umit for each
such producing well under the rules and regulations of the Railroad Commission of Texas, or any successor agency, or other governmental authonity having jurisdiction. Within 90 days of a
partial termination of this lease in accordance with this subparagraph and upon payment of the minimum filing fee set by General Land Office rules in effect at the time of the partial termination,
Lessee shall have the right to obtain a surface lease for ingress and egress on and across the terminated portion of the leased premises as may be reasonably necessary for the continued operation of
the portions of the lease remaining in force and effect. If Lessee fails to apply for a surface lease within the 90 day period specified above, Lessee may apply for a surface lease from the Land
Office, but the Land Commissioner has the discretion to grant or deny such application and to set the fee for such surface lease

(B) HORIZONTAL: In the event this lease is in force and effect two (2) years after the expiration date of the pnmary or extended term it shall further terminate as to all depths below 100
feet below the total depth drilled (hereinafler “deeper depths”) in each well located on acreage retained in Paragraph 7 (A) above, unless on or before two (2) years after the primary or extended
term Lessee pays an amount equal to one-half (1/2) of the bonus originally paid as consideration for this lease (as specified on page 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 School Land Board. Within thirty (30) days after partial termination of this lease as provided herein, Lessee shall execute and record a
release or releases containing a satisfactory legal description of the acreage and/or depths not retained hereunder. The recorded release, or a certified copy of same, shall be filed in the General
Land Office, accompanied by the filing fee prescribed by the General Land Office rules in effect on the date the release is filed. If Lessee fails or refuses to execute and record such release or
releases within ninety (90) days after being requested to do so by the General Land Office, then the Commissioner at his sole discretion may designate by written instrument the acreage and/or
depths to be released hereunder and record such instrument at Lessee's expense in the county or counties where the lease is located and in the official records of the General Land Office and such
designation shall be binding upon Lessee for all purposes. If at any time after the effective date of the partial termination provisions hereof, the applicable field rules are changed or the well or
wells located thereon are reclassified so that less acreage is thereafter allocated to said well or wells for production purposes, this lease shall thereupon terminate as to all acreage not thereafler
allocated to said well or wells for production purposes.

8. OFFSET WELLS: If oil and/or gas should be produced in commercial quantities from a well located on land privately owned or on State land leased at a lesser royalty, which well is within
one thousand (1,000) feet of the area included herein, or which well is draining the area covered by this lease, the Lessee shall, within sixty (60) days after such initial production from the draining
well or the well located within one thousand (1,000) feet from the area covered by this lease begin in good faith and prosecute diligently the drilling of an offset well on the area covered by this
lease, and such offset well shall be drilled to such depth as may be necessary to prevent the undue drainage of the area covered by this lease, and the Lessee, manager or driller shall use all means
necessary in a good faith effort to make such offset well produce oil and/or gas in commercial quantities. Only upon the determination of the Commissioner and with his written approval, may the
payment of a compensatory royalty satisfy the obligation to drill an offset well or wells required under this Paragraph.

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

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

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

12. COMPENSATORY ROYALTIES: If, during the period the lease is kept in effect by payment of the shut-in oil or gas royalty, oil or gas is sold and delivered i paying quantities from a
well located within one thousand (1,000) feet of the leased premises and completed in the same producing reservoir, or in any case in which drainage is occurring, the right to continue to maintain
the lease by paying the shut-in oil or gas royalty shall cease, but the lease shall remain effective for the remainder of the year for which the royalty has been paid. The Lessee may maintain the
lease for four more successive years by Lessee paying compensatory rovalty at the royalty rate provided in the lease of the market value of production from the well causing the drainage or which
is completed in the same producing reservoir and within one thousand (1,000) feet of the leased premises. The compensatory royalty is to be paid monthly to the Commissioner beginning on or
before the last day of the month following the month in which the oil or gas is produced from the well causing the drainage or that is completed in the same producing reservoir and located within
one thousand (1,000) feet of the leased premises; if the comp y royalty paid in any 12-month period is in an amount less than the annual shut-in oil or gas royalty, Lessce shall pay an
amount equal to the difference within thirty (30) days from the end of the 12-month period; and none of these provisions will relieve Lessee of the obligation of reasonable development nor the
obligation to drill offset wells as provided in N.R.C. Section 52.034; however, at the determination of the Commissioner, and with the Commissioner's writien approval, the payment of
compensatory royalties shall satisfy the obligation to dnill offset wells. Compensatory royalty payments which are not timely paid will accrue penalty and interest in accordance with Paragraph §
of this lease.




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

paying quantities has been obtained.

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

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

(A) UPLANDS: Lessee shall build and maintain fences around its slush, sump, and drainage pits and tank batteries so as to protect livestock against loss, damage or injury; and upon
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.

(B) SUBMERGED LANDS: No discharge of solid waste or garbage shall be allowed into State waters from any drilling or support vessels, production platform, crew or supply boat,
barge, jack-up rig or other equipment located on the leased area. Solid waste shall include but shall not be limited to containers, equipment, rubbish, plastic, glass, and any other man-made non-
biodegradable items. A sign must be displayed in a high traffic area on all vessels and manned platforms stating, "Discharge of any solid waste or garbage into State Waters from vessels or
platforms is strictly prohibited and may subject a State of Texas lease to forfeiture.” Such statement shall be in lettering of at least 1" in size.

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

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

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

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

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

19. LIEN: [n accordance with N.R.C. Section 52.136, the State shall have a first lien upon all oil and gas produced from the area covered by this lease to secure payment of all unpaid royalty
and other sums of money that may become due under this lease. By acceptance of this lease, Lessee grants the State, in addition to the lien provided by N.R.C. Section 52.136 and any other
applicable statutory lien, an express contractual lien on and security interest in all leased minerals in and extracted from the leased premises, all proceeds which may accrue to Lessee from the sale
of such leased minerals, whether such proceeds are held by Lessee or by a third party, and all fixtures on and improvements to the leased premises used in connection with the production or
processing of such leased minerals in order to secure the payment of all royalties or other amounts due or to become due under this lease and to secure payment of any damages or loss that Lessor
may suffer by reason of Lessee's breach of any covenant or condition of this lease, whether express or implied. This lien and security interest may be foreclosed with or without court proceedings
in the manner provided in the Title 1, Chapter 9 of the Texas Business and Commerce Code. Lessee agrees that the Commissioner may require Lessee to execute and record such instruments as
may be reasonably necessary to acknowledge, attach or perfect this lien. Lessee hereby represents that there are no prior or superior liens arising from and relating to Lessee’s activities upon the
above-described property or from Lessee's acquisition of this lease. Should the Commissioner at any time determine that this representation is not true, then the Commissioner may declare this
lease forfeited as provided herein.

20. FORFEITURE: If Lessee shall fail or refuse to make the payment of any sum within thirty (30) days after it becomes due, or if Lessee or an authorized agent should knowingly make any
false return or false report concering production or drilling, or if Lessee shall fail or refuse to drill any offset well or wells in good faith as required by law and the rules and regulations adopted by
the Commissioner of the General Land Office, or if Lessee should fail to file reports in the manner required by law or fail to comply with rules and regulations promulgated by the General Land
Office, the School Land Board, or the Railroad Commission, or refuse the proper authority access to the records pertaining to operations, or if Lessee or an authorized agent should knowingly fail
or refuse to give correct information to the proper authority, or knowingly fail or refuse to furnish the General Land Office a correct log of any well, or if Lessee shall knowingly violate any of the
material provisions of this lease, or if this lease is assigned and the assignment is not filed in the General Land Office as required by law, the rights acquired under

this lease shall be subject to forfeiture by the Commissioner, and he shall forfeit same when sufficiently informed of the facts which authorize a forfeiture, and when forfeited the area shall again
be subject 1o lease to the highest bidder, under the same regulations controlling the onginal sale of leases. However, nothing herein shall be construed as waiving the automatic termination of this
lease by operation of law or by reason of any special limitation arising hereunder. Forfeitures may be set aside and this lease and all rights thereunder reinstated before the rights of another
intervene upon satisfactory evidence to the Commissioner of the General Land Office of future compliance with the provisions of the law and of this lease and the rules and regulations that may be

adopted relative hereto.

21. RIVERBED TRACTS: In the event this lease covers a riverbed, Lessee is hereby specifically granted the right of eminent domain and condemnation as provided for in N.R.C. Sections
52.092-52.093, as a part of the consideration moving to Lessor for the covenants herein made by Lessee.

22. APPLICABLE LAWS AND DRILLING RESTRICTIONS: This lease shall be subject to all rules and regulations, and amendments thereto, promulgated by the Commissioner of the
General Land Office governing drilling and producing operations on Permanent Free School Land (specifically including any rules promulgated that relate to plans of operations), payment of
royalties, and auditing procedures, and shall be subject to all other valid statutes, rules, regulations, orders and ordinances that may affect operations under the provisions of this lease. Without
limiting the generality of the foregoing, Lessee hereby agrees, by the acceptance of this lease, to be bound by and subject to all statutory and regulatory provisions relating to the General Land
Office’s audit billing notice and audit hearings procedures, Said provisions are currently found at 31 Texas Administrative Code, Chapter 4, and Texas Natural Resources Code Sections 52.135
and 52.137 through 52.140. In the event this lease covers land franchised or leased or otherwise used by a navigation district or by the United States for the purpose of navigation or other purpose
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incident to the operation of a port, then Lessee shall not be entitled to enter or possess such land without prior approval as provided under Section 61.117 of the Texas Water Code, but Lessee shall
be entitled to develop such land for oil and gas by directional drilling; provided, however, that no surface drilling location may be nearer than 660 feet and special permission from the
Commissioner of the General Land Office is necessary to make any surface location nearer than 2,160 feet measured at right angles from the nearest bulkhead line or from the nearest dredged
bottom edge of any channel, slip, or tuing basin which has been authorized by the United States as a federal project for future construction, whichever is nearer.

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

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

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

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

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

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

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

30. LEASE FILING: Pursuant to Chapter 9 of the Tex. Bus. & Com. Code,this lease must be filed of record in the office of the County Clerk in any county in which all or any part of the
leased premises is located, and certified copies thereof must be filed in the General Land Office. The prescribed filing fee shall accompany the certified copies sent to the General Land Office.
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EXECUTION:

lease must be signed and acknowledged by the Lessee before it is filed of record in the county records and in the General Land Office of the State of Texas.
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5 INFEST IM&VY;’_‘.VHE  EOF, witness the signature of the Commissioner of the General Land Office of the State of Texas under the seal of the General Land Office.
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s COMMISSIONER OF THE GENERAL LAND OFFICE
OF THE STATE OF TEXAS
APPROVED
Contents
Legal
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STATE OF (CORPORATION ACKNOWLEDGMENT)
COUNTY OF

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

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

of

and acknowledged to me that he executed the same
for the purposes and consideration therein expressed, in the capacity stated, and as the act and deed of said corporation.

Given under my hand and seal of office this the

day of ;20
Notary Public in and for
STATE OF (INDIVIDUAL ACKNOWLEDGMENT)
COUNTY OF

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

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

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

Notary Public in and for
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March 8, 2006

Mr. John Whitmire
WL&T Services

P.O. Box 1125
Cameron, Texas 76502

Dear Mr. Whitmire:

Thank you for participating in the General Land Office Oil and Gas Lease Sale held on January 17,
2006. | am pleased to inform you that WL&T Services was the high bidder on MGL. No. 24, which
has been assigned the lease number M-106118.

State Lease M-106118 is enclosed and serves as your receipt for your bid. This lease form must
be fully executed by the lessee, and then recorded in the County Clerk's office of the county or
counties in which lands covered by the lease are located. After signing and recording the lease,
please submit a certified copy of the recorded lease to the attention of the undersigned. These
requirements are material provisions of the lease; therefore, please return the certified copy at your
earliest convenience.

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

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

Sincerely,

o

Robert B. Hatter, Director
Mineral Leasing Division

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

JERRY PATTERSON, COMMISSIONER
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GENERAL LAND OFFICE

JERRY PATTERSON, COMMISSIONER

TEXAS

March 8, 2006

Mr. John Whitmire
WL&T Services

P.O. Box 1125
Cameron, Texas 76502

Dear Mr. Whitmire:

Thank you for participating in the General Land Office Qil and Gas Lease Sale held on January 17,
2006. | am pleased to inform you that WL&T Services was the high bidder on MGL. No. 24, which
has been assigned the lease number M-106118.

State Lease M-106118 is enclosed and serves as your receipt for your bid. This lease form must
be fully executed by the lessee, and then recorded in the County Clerk's office of the county or
counties in which lands covered by the lease are located. After signing and recording the lease,
please submit a certified copy of the recorded lease to the attention of the undersigned. These
requirements are material provisions of the lease; therefore, please return the certified copy at your
earliest convenience.

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

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

Sincerely,

o

Robert B. Hatter, Director
Mineral Leasing Division

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# 2301

Lrase Form
Hevised 1099
Surveved Scbool Land

Austin, Texas

OIL AND GAS LEASE
NO. M-106118

WHEREAS, pusuant o the Teass Natural Resources Code Chapters 32, 33, 51, and Chapter 52, Subchapters A-D and H, (said Code being hereinafter referred to as N.R.C.), and subject 1o all
e and regulatuns promalgated by the Comnissioner of the General Land Office and/or the School Land Board pursuant thereto, and all other applicable statutes and to said
f the foliowung area, to-wit

NORTHEAST PART (NE FT) OF SECTION 2, BLOCK 3, H. & G. N. RY. CO. SURVEY, REEVES COUNTY, TEXAS, CONTAINING APPROXIMATELY 279.98 ACRES, AS
SHOWN OGN THE OFFICIAL MAP OF REEVES COUNTY, TEXAS NOW ON FILE IN THE TEXAS GENERAL LAND OFFICE, AUSTIN, TEXAS,

vat. sfler bemng duly sdverused. offered for lease on the 17" day of January, 2006, at 10:00 o'clock a.m., by the Commissioner of the General Land Office of the State of Texas and the School
Land Board of the State of Texas, for the sole and only purpose of prospecting and dnlling for, and producing oil and/or gas that may be found and produced from the above described area; and

WHERFEAS, after all bids and remittances which were received up to said time have been duly idered by the C s of the General Land Office and the School Land Board at a
regular meetng thereol in the General Land Office, on the 1T day of January, 2006, hercinafier the “cffective date™ and il was found and determined that WL&T SERVICES whose address is
PO BOX 1125, CAMERON, TEXAS 76502 had offered the highest and best bid for a lease of the area above described and is, therefore, entitled to receive a lease thereon:

NOW, THEREFORE, |, Jerry E. Patterson, Currmssmm of the General Land Office uflh State of Texas, hereinafter sometimes referred to as “Lessor,” whose address is Austin, Texas, by
wrue of the authority vested in me and in of the p by the b s ignated Lessee, the sum of Six Hundred Ninety-Nine Thousand Nine Hundred Fifty-Three And
007100 Dollars ($699,953.00), receipt of which is hereby lckmwltﬂgzd and of the royaltes, covenants, stipulations and conditions contained and hereby agreed W be paid, observed and

perfurmmed by Lessee, do hereby demuse. grant, lease and let unto the above mentioned bidder the exclusive right to prospect for, produce and take oil and/or gas from the aforesaid area upon the |
following terms and conditions, to-wit:

I RESERVATION: There 15 heteby excepted and reserved 10 Lessor the full use of the property covered hereby and all rights with respect 1o the swrface and subsurface thereof for any and
all purposes except those granted and 10 the extent herein granted 1o Lessee, together with the rights of ingress and cgress and use of said lands by Lessor and its mineral lessees, for purposes of
explonng for and producing the minerals which are not covered, or which may not be covered in the future, under the terms of this lease, but which may be located within the surface boundaries
ased area. All of the nghts m and 10 the leased premuses retained by Lessor and all of the rights in and to the leased premises granted to Lessee herein shall be exercised in such a rmanner
that nesther shall unduly interfere with the operations of the other

I TERM Subject to the other provisions hereof, this lease shall be for a term of five (5) years from the cffective date hercof (herein called “primary term™) and as long thereafter as oil or
gas 1 produced in paving quantities from said arca

1 DELAY RENTALS If no well is commenced on the land hereby leased on or before the anniversary date of this lease, this lease shall terminate a3 to both parties unless the Lessee on or
befure said date stall pay of tender to the Comumissioner of the General Land Office of the State of Texas at Austin, Texas, the amount specified in the following schedule multiplied by the
number of acres in the premises, which shall operate as a rental and cover the privilege of deferring the of a well for twelve (12) months from said date. In like manner and upon
payments or tenders of amounts set out in the following schedule, the of a well may y be further deferred for a like period of the same number of months.

Relay Rental per Acre

Anniversary Date
First $ 5.00
Second § 5.00
Third $25.00
Fourth $25.00

4 FRODUCTION ROYALTIES: Subject o the provisions for royalty reductions set oul in subp b (E) of this p 4, upon production of oil and/or gas, the Lessce agrees to pay
¢ cause 10 be paid 1o the Conunissioner of the General Land Office in Austin, Texas, for the use and btheﬁl ol'lhe State of Texas, dunng the term hereol:

(Al (ML As 8 royalty on oil, which is defined a5 including all hyd bons produced in & liquid form st the mouth of the well and also all condensate, distillate, and other liquid
hydrocarbons recovered from oil or gas run through a sep or other cquip as hereinafier provided, 1/4 part of the gross production or the market value thereof, at the option of the
Latanr. such value 1o be determmined 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 1
gravity w the general area where produced and when run, or 2) the highest market price thereof offered or paid in the gencral area where produced and when run, or 1) the gross proceeds of the |
tale therenf, whichever (s the greater. Lessee agrees that before any gas produced from the land hereby leased is sold, used o processed in a plant, it will be run free of cost to Lessor through an
adoquate ol and gas separator of conventional type or other equipment at least as efficient to the end that all liquid hydrocarbons recoverable from the gas by such means will be recovered. Upon
whiten consent of Lessor, the requrement that such gas be run through such a separator or other equipment may be waived upon such terms and conditions as prescribed by Lessor.

(B} NON-PROCESSED GAS:  As a royalty on any gas (including flared gas), which is defined a3 all hydrocarbons and gascous substances not defined as oil in subparagraph (A) above, |
produred from any well on said land (except as provided herein with respect o gas processed in 3 plant for the extraction of gasoline, liquid hydrocarbons or other products) 1/4 part of the gross !
productivs of te market value thereol, at the opuon of the Lessor, such value W be based on the highest market price paid or offered for gas of comparable quality in the general ares where L
sroduced and when run, or the gross price paid or offered to the producer, whichever is greater provided that the maximum pressure base in measuring the gas under this lease contract shall not at
any lime exceed 14.03 pounds per square inch absolute, and the standard base temperature shall be sixty (60) degrees Fahrenheit, correction to be made for pressure according to Boylke's Law,
nd for specific gravity according 1 test made by the Balance Method or by the most approved method of testing being used by the industry at the time of testing.

True and Correct
copyor
Original filed in
Reeves County
Clerks Office
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(C) PROCESSED GAS: As 3 royalty on any gas processed in a gasoline plant or other plant for the recovery of gasoline or other liquid hydrocasbons, 1/4 part of the residue gas aud the
Ingusd by diocarbons estracted or the market value thereod, at the option of the Lessor. All royalties due herein shall be based on one hundred percent (100%) of the total plant production of residue
gas atmbutabile 10 gas prodused from this lease, and on fifty percent (50%) or that percent mnu'u; 0 Lessee, whichever is the greater, of the otal plant production of liquid hyd b
stinbulable W e gas produced from this lease: provided that if liquid hydrocarbons are d from gas p d in a plant in which Lessee (or its parent, subsidiary or amli.m) owns an
Inlereat, then the percentage applicable 1o lyuwid hydrocarbons shall be m\y percent (50%) or the highesi percent u:cnun; 10 a third pmy pmcmm; gas tuough such plant under a processing

il egotated ot amus’ lengih (or if theee is no such third party, the highest percent then being specified in p in the industry), whichever is the greater. The
wctive posaliics ob residue gas and o liguid hydrocarbons shall be determuned by 1) the highest markel price pnd or offered for Iuy gas (or liquid hydrocarbons) of comparable quality in the
iva on U the gross price paid or atfered for such residue gas (or the weighted average gross selling price for the respective grades of liquid hydrocarbons). whichever is the greater. In no

1 owever shall the royalties payable under tus paragraph be less than the royaliies which would have been due had the gas not been processed.

) OTHER FRODUCTS:  As & royalty on carbon black, sulphur or any other prodi di Ir d from gas (excepting liquid hy: whether said gas be

cartighead,” “dry” ar any other gas, by fractionating, buming or any ather processing, jﬂ pan of mn pmducwn of such products, or the nnrlm value thereof, at the opuon of Lessor, such
narkel salue 1o be deternuned as follows

(1) U the basas of the lughest narket pnce of cach product, during the same month in which such product is produced, or
(2) O 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.

(£} VARIABLE ROYALTY: (1) Subject o the other provisions of thus lcase, # is hereby provided that in the event production i paying itics s established 10 the terms of
s Wase and such producuion is brought on line and sales thereol are commenced within eighteen (1 8) months of the effective date hereaf, the royalty raie provded herein shall be reduced 1o
2u%,, snd shall spply w cach subsequent well dnlled and produced on the land covered by this lease. Provided that, if during such eighteen (18) month term dunng which Lessce nay cam a
reduced royalty rate of 20% as herein provided, Lessee should drill in good faith and complete the first well as a dry hole on the land covered by this lease, Lessee may receive a tiee (3) month

eatension of the term in which 1o cam a reduced royalty rate by giving notice to the Commissioner of the General Land Office, ing drilling operations on an additional well prior 1o the
eapiraion of such three (3) month penod sud prosecuting diligently and in |ond faith the dﬂlhnl of such additi well and leting same so that production in paying ities is established
and w0 that such production i brought on line and sales thereol are d prior to the eapiration of such three (3) month exiension period.

1)l thie event production in paying g " lished p 10 the termns of this lease and such production is brought on line and sales thereol are commenced afler the expiration

eiglueen (18) months from the ¢lfective date hereof but prior 1o the expiration of twenty-four (24) months from the effective date Imwr. the royalty rate provided herein shall be reduced to
: and ahall apply to each subsequent well dnlled and produced on the land covered by this lease. Provided that, if during such six (6) month term during which Lessec may cam a reduced
Gl Tale of 22.5% a3 hierew provided, Lessee should dnll in good faith and complete the first well as & dry hole on the lind covered by this lease, Lessee may mewc; thee (3) month

enteiision of the term i which o cam a reduced royalty rate by giving notice 1o the Commissioner of the General Land Office, ing dnlling operations on an additional well prior w the
eapiranon of such theee (1) month penod and prosecuting diligently and in good faith the drilling of such additional well and ennpleb'ng same so Mpmdn:liw in paying quantities is established
o st s h production is brought on line and sales thereof are d priot to the expiration of such three (1) month extension period.
(F) SO DEDUCTIONS: Lessce agrees that all royalties accruing o Lessor under this lease shall be without deduction fur the cost of producing, transporting, and olherwise naking the oil,

gas anid other producs produced bereunder ready for sale or use.

(L) ROYALTY IN KIND: Notwithstand d herein to the contrary, u:mmy.atlhopmmwmmlksmmbysmlnl..luec,leqmannyunuﬁm
time o e that payment of all or any royalties accnnnl to Lessor under this lease be made in kind withoul deduction for the cost of p g slonng, ng, beating,
dehydrating, COmpressuig, processing, rensponing and otherwise making the oil, gas and other products produced hereunder ready for sale or use. Lemﬂn;h! w0 uke LY mrlllj m hnlshﬂ not
ik or pegate Lessor's nghts or Lessec’s obligations, whether express or implied, under this lease.

(H) PIANTFUELANDRECYCLEDGA! No royalty shall be payable on any gas as may represent this lease’s proportionate share of any fucl used W process gas produced hercunder
u‘..wmcum;phm Notwith d herein to the contrary, and subject to the consent in writing of the Commissioner of the General Land Office, Lessce may recycke gas
W gas Il purposes un the leased pmmu after the ligusd hydmurbonloomamdu the gas have been removed, and no royalties shall be payable on the gas so recycled until such time as the
i g thereatter be produced and sold or wed by Lessee in such manner as 1 entitle Lessor o a royalty thereon under the royalty provisions of this lease.

(1) MINIMUM ROYALTY: Dunng any year afier the expiration of the primary term of this lease, if this lease is naintained by production, the royalties paid to Lessor in no event shall be
less than an amount equal o $5.00 per acre; otherwise, there shall be due and payable on or before the last day of the month succeeding the anniversary date of this lease a sum equal 1o §5.00 per
aute less the amount of royalties paid during the preceding year.

141 MARGINAL PRODUCTION ROYALTY: Upon Lessee's wntten spplication, the School Land Board may reduce the royalty rate set out in this paragraph and/or the minimum
toyalty sei uut i subpacagraph 4 (1) o extend the economic life of this lease and encourage recovery of oil or gas that might otherwise remain unrecovered. Any such royalty reduction must
contorin o the requirements of any School Land Board adimunistrative rules on this subject.  Royalty may not be reduced below the applicable statulory minimum

5. ROYALTY PAYMENTS AND REPORTS: Al royalties not taken in kind shall be paid w the Commissioner of the General Land Office at Austin, Texas, in the (ollowing manner;
Payient of royalty an production of oil and gas shall be as provided in the rules set forth in the Texas Register. Rules currently provide that royalty on oil is due and must be received in the
seneral Lund Office on or before the Sth day of the second month succeeding the month of production, and royalty on gas is due and must be received in the General Land Office on or before the
151 day of the second month succeeding the month of production, accompanied by the affidavit of the owner, manager or other authorized ageat, completed in the form and manner prescribed by
the Gieneral Land Office and showing the gross amount and disposition of all oil and gas produced and the market value of the oil and gas, together with a copy of all documents, records o reports
cunfiung the gross production, disposition snd uarket value including gas meter readings, pipeline receipts, gas line receipts and other checks or memorands of amount produced and put into
pipelines, Lanks, of pools and gas lines or gas storage, and any olher reports or records which the General Land Office may require to verify the gross production, disposition and market value. In
all cases the suthority of a manager or agent 1o act for the Lessee herein must be filed in the General Land Office. Each royalty payment shall be accompanied by a check stub, schedule, summary
or other adwice 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
il royalty payment was due, then Lessee wuapculwufi%nrhemynhymnsm whichever is greater. A royalty payment which is over thirty (30) days late shall accrue a penalty of 10%
of the royalty due or $25.00 whichever is greater. In addition 1o a penalty, royalties shall accrue interest at a rate of 12% per year; such interest will begin accruing when the royalty is sixty (60)
days overdue Aflidavits and supporting documents which are not filed when due shall incur & penalty in an amount st by the Geoeral Land Office administrative rule which is effective on the
Jaie when e sffidavits or supporung docwments were duc. The Lessee shall bear all responsibility for paying or causing royalties 1o be paid as prescribed by the due date provided herein.
Pavient of e deliguency penalty shall is so way operate to prohibit the State's night of forfeiture as provided by law nor act to postpone the date on which royalties were originally due. The
e penaity provissons shall sot apply w cases of title dispute as o the State’s portion of the royalty of 10 that portion of the foyalty in dispute as 1o fair market value.

4 (A) RESERVES, CONTRACTS AND OTHER RECORDS: Lessee shall ly fumish the C i umummomuwnmmmmdumm

Teserves w;:l\mglhalrmonuocabkhmmMshﬂmMCmﬂmmWﬂhﬂmwahwu d and all and
sncdments W such contracts within tharty (30) days after entening into or making such and agr wlua i ‘hyllnt}mlhnd
Miice shall be held in confidence bymagumwommmwwm Allum und records pertaining W the p sale and
warketing of the ail 3nd gas produced on said p u § the books and sccounts, receipts and discharges of all wells, unh.pnnh.nw;.udwelmshlludlnwbuﬁmu
nspection aud examination by the Ci ur:thnll.men'lu the Anomey General, the Governor, or the representative of any of them.

() DRILLING RECORDS: ann 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-enury, d or plug and d of any well or wells. Such written notice to the General Land Office shall include copies of Railroad Commission

Tomms fur application w drill Cnpm of well tests, completion reports and plugging reports shall be nwlmi 1o the General Land Omc: at the time they are filed with the Texas Ihiln»d

Conuwssion Lessee shall supply the General Land Office with any records, memorands, accounts, reports, cuttings and cores, or other i ion relative 1o the ion of the above-d

prenuses. which may be requesied by the Geaersl Land Office, in sddition to those berein expressly provided for. Lessee shall have an electrical and/or ndnullmy survey made on the bore-hole

sevtion, lrom the base of the suriace casing 10 e wial depth of well, of all wells dnlled on the above described premises and shall transmit a true copy of the log of each survey on each well to the
seneral Land Office witlin fifteen (15) days after the making of said survey,

o~
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(€) PENALTIES: Leteee shall incur a penalty reports, & or other ials are not filed in the General Land Office when due. The penalty for late filing shall be set by
e Cieneral Land Offlce sdmdnistrative rule which s effective on the date when the materials were due in the General Land Office

T ORFTAINED ACREAGE: Notwithstanding any provision of this lease to the contrary, after a well producing or capable of producing oil or gas has been conpleted on the leased pr:mul.
evvee shall exercise (e diligence of a reasonshly prudent operator in drilling such additional well or wells as may be reasonably necessary for the proper of the leased and
m mrnuqr e production thergon

(A) VERTICAL Inthe event this lease is i force and effect two (2) years after the expiration date of the primary or extended term it shall then terminate as 1o all of the wm
EXCTIE (1) 40 seres sumounding each oil well capable of producing in paying quantities and 320 acres surrounding each gas well capable of producing in paying quantities (including a shut-in
ol or gas well as provided in Parsgraph 1§ hereof), of a well upon which Lessee is then engaged in continuous drilling or reworking operations, or (2) I|Ie mlnbetol‘wu included in a producing

pooled unit pursuant 1o Natwal Resources Code Sections $2.151-52.15, or (3) such greater or lesser number of acres as may then be alk d for p pup loap jon unit for each
wich producing well under the rules and regulations of the Railroad Commission of Texas, or any successor agency, or other g hori having jurisdiction. Within 90 days of a
partial wemunation of this lease in d with this subparagraph and upon payment of the minimum lllmlkculbmenllndOﬂbznhn:ﬂeﬂnﬁ:moﬂhpumllnmm
| gasee shall have the right 1o obtain a swface lease for ingress and egress on and across the terminated portion of the leased ises a3 may be y for the of

thie portons of the lease renmining in force and effect  If Lessee fails to apply for a surface lease within the 90 day penod specified above, Lessee my apply l‘ot a surface lease aum the Land
Ofice, but the Land Commissioner has the discretion to grant or deny such application and 1o set the fee for such surface lease.

() HORIZONTAL: In the event this lease is in force and effect two (2) yeans after the expiration date of the primary or extended term it shall further terminate as 1o all depths below 100
feet below the total depth drilled (hereinafler “deeper depths™) in each well located on acreage rewined in Paragraph 7 (A) above, unless on or before two (2) years afler the primary or extended
termi Lessee pays an amount equal to one-half (1/2) of the bonus originally paid as consideration for this lease (as specified on page | hereol). If such amount is paid, this lease shall be in force
and ellect a3 b0 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.

(O IDENTIFICATION AND FILING: The surface acreage retaned hereunder as to each well shall, as nearly as practical, be in the form of a square with the well located in the center
et o such oiher shape as nay be spproved by the School Land Board.  Within thirty (30) days after partial termination of this lease as provided herein, Lessee shall execute and record a
el an releaves contauiing s satisfactory legal desenpion of the acreage and/or depths not retained hereunder. The recorded release, or a certified copy of same, shall be filed in the General

and atiee accompaned by the Gling fee presenbed by the General Land Office rules in effect on the date the releasc is Nled. If Lessec l'til: or refuses o execute and record such release or

e Wil dinety (90) days after being requested to o so by the General Land Office, then the Commissioner at his sole di ion may desi by written i the acreage and/or
Teptho 10 be released hereunder and recond such instrument at Lessee’s eapense in the county or counties where the lnn is locmd and in the official records of the General Land Office and such
Jeatgiation shiall be binding upon Lessee for all purposes. 1f at any time after the efective date of the partial i hereof, the i field rules are changed or the well or

wells located thereon ate reclassafied so that less acreage is thereafler allocated to said well or wells for production pnrnom. this lease shall thereupon terminate as 1o all acreage not thereafler
Hocated w saud well or wells for producnion purposes

K OFFSET WELLS: If ol and/or gas should be in 1al ies from a well located on land privately owned or on State land leased at a lesser royalty, which well is within
ane Wousand (1,000) feet of the area included herein, or which well is draining the area covered by this lease, the Lessee shall, within sixty (60) days after such initial production from the draining
well or the well located within one thousand (1,000) feet from the arca covered by this lease begin in good faith and prosecuie diligently the drilling of an offsct well on the area covered by this
teane. and wuch offset well shall be drilled 1o such depth as may be necessary 10 prevent the undue drainage of the area covered by this lease, and the Lessee, manager or driller shall use all means
necessary w3 good faith effort 1o make such affset well produce oil and/or gas in commercial quantities. Only upon the d ination of the Ci issi and with his written approval, may the
payinent of o compensatory royalty satisfy the obligation to drill an offset well or wells required under this Paragraph.

9. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM: If, during the primary term hereof and prior 1o discovery and production of oil or gas on said land, Lessec
should dniil & 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 MMMMWM
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 ion of p Lessee
additional drilling or reworking operations lhnenn.orpporm lhemlmmldchymlnthm manner as provided in this lease. ll:.dwh.:he Iulywa!dnprmymmw
within sisty (60) days pnor thereto, a dry hole be completed and d. or the production of oil or gas should cease for any cause, Lessee's nights shall remain in full force and effect without
Turther uperations until the expiration of the primary termg and if Lessee has not resumed P ion in paying quantities at the expiration of the primary term, Lessee may maintain this lease by

onducting additional drilling or reworking operations pursuant (o Paragraph 10, using the cxpiration of the primary term as the date of cessation of production under Paragraph 10. Should the
first well or any subsequent well drilled on the above descnbed land be completed as a shut-in 0il or gas well within the primary term hereof, Lessee may resume payment of the annual rental in
ihe 3ame nanner 33 provided heeein on or before the rental paying date following the expiration of sixty (60) days from the date of completion of such shut-in oil or gas well and upon the filure to
ke such payment, this lease shall ipso facto termunate 17 at the expiration of the primary term or any time thereafter a shut-in oil or gas well is located on the Icased premises payments may be
made i secordance with the shut-in provisions hereal

10 CESSATION, DRILLING, AND REWORKING: 1, after the expiration of the primary term, production of oil or gas from the leased premises, afler once obtained, should cease from
any cause, thg lease shall not if Lessee dditional dnlling or reworking operations within sixty (60) days after such cessation, and this lease shall remain in full force and
etect for so long as such operations continue in good faith and in workmanlike manner without int:rmﬂiolu totaling mare than lialy (bﬂ) days. 1fsuch drilling or reworking apemiou result in
e production of o1l of gas, the lease shall remain in full force and cffect for so long as oil or gas is produced from the leased premises in paying quantitics or payment of shut-in oil or gas well
toyalies o payment of compensatory myalncs s made as provided herein or as provided by law, [T the drilling or reworking operations result in the completion of a well as & dry hole, the lease
will not termunate if the Lessee 1 drilling or L ions within sixty (60) days after the congletion of the well as a dry hole, and this lease shall remain in effect so
long a5 Lessee continues dnlling of reworking operations in goed faith ud m 3 workmanlike manner without interruptions totaling more than sixty (60) days. Lessee shall give written notice o
the General Land Office within thinty (30) days of any cessation of production.

1. SHUT-IN ROYALTIES: For purposes of this paragraph, "well” means any well that has been assigned a well number by the state agency having junsdiction over the production of oil
and gas  If at any time after the expiration of the primary term of a lease that, until being shut in, was being maintained in force and effect, a well capable of producing oil or gas in paying
quantities is located on the leased premises, but oil or gas is not being produced for lack of suitable production facilities or lack of a suitable market, then Lessee may pay as a shut-in oil or gas
rovalty an amount equal 10 $10 00 per scre, but not less than §1,200 a year for cach well capable of producing oil or gas in paying quantities. To be effective, each initial shut-in oil or gas royalty
st be paid on or before: (1) the expiration of the pnmary term, (2) 60 days afler the Lessee ceases to produce oil or gas from the leased premises, or (3) 60 days after Lessee completes a drilling
ot reworking openation in sccordance with the lease provisions; whichever date is latest. 1f the shut-in oil or gas royalty is paid, the lease shall be considered to be a producing lease and the
payient shall extend the term of the lease for a period of one year from the end of the primary term, or from the first day of the month following the month in which production ceased, and, after
that. if no suitable production ficilities or suitable market for the oil or gas cxists, Lessee may extend the lease for four more successive periods of one (1) year by paying the same amount cach
veas on or before the expiration of each shut-in year.

11 COMPENSATORY ROYALTIES: If during the period the lease is kept in effect by payment of the shut-in oil or gas royalty, ﬂuwkuﬂﬂmﬁhpmmﬁml
well located within one thousand (1,000) feet of the leased and leted in the same prod, ir, Of in any case in which drainage is the right to i

the leasc by paying the shut-in oil or gas royalty shall cease, but the lease shall remain el'l'«nve for rh!emmdﬂcl’thwlrh'hklllhwymy has bmpul The Lessee may mmhlk
Iease for four mote successive years by Lessee paying compensatory royalty at the royalty rate provided in the lease of the market value of production from the well causing the drainage or which
w conpleted in the same producing reservair and within one thousand (1,000) feet of the leased premises. The ¢ mmhukﬂmnhww««
before the last day of the month following the month in which the oil or gas is produced from the well causing the drainag pleted in the same producing reservoir and located within
une thousand (1.000) feet of the leased prenuses; if the conpensatory royalty paid in any Izmmawmmwkumnuwmmnﬁlwp:m mmmn

atnount equal W ihe difference within thirty (30) days from the end of the 12-month period; and none of these provisions will relieve Lessee of the obligation of P nor the
sligation s dnil oifset wells as provided in N.R.C. Section $2.034; however, at the d ination of the Ci issi and with the Cq jssior s written 1, the pay of
congensatury rovalties shall satisfy the obligation to drill offset wells. Compensatory royalty payments which are not timely paid will accrue penalty and ht:ml in accordance with Paragraph 5
of this legte
3 |
|
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13, EXTENSIONS: Ul .:Llwnpmmmorlh:pnnwy!:mormuklu.plmmnrallmwhumcm" b d on the leased preny mdnlluu perations are being cond 4
thereon o good faith and in a good and workmanlike manner, Lessee nay, on or before the expiration of the primary term, file in the General hml Office written application to the Conumissioner
ul te Genersl Land Office for a thirty (30) day extension of this lease, acconpanied by payment of Three Thousand Dollars (53,000.00) if this lease covers six hundred forty (640) acres or less
a0d Sin Thousand Dollars ($6,000.00) if this lease covers mare than six hundred forty (G-IO) acres and the Commummu. in writing, extend this lease for a thuty (30) day period from and
after the expuration of the pnomry term and 50 long thereafler umlwwu duced in paying quantities; provided further, that Lessce may, so long as such dnlling operatioas are being
< 1o nske like application and payment during any thity (30) day ptnl)d for an additional ion of thirty (30) days and, upon receipt of such application and payment, the

oratessionet shall, i writing, again exiend this lease so that same shall remain in force for such additional thirty (30) day period and so long thereafler as oil or gas is prodiced in paying
juannties. provided. however, that this lease shall not be eatended for more than a total of three hundred ninety (390) days from and after the eapiration of the prinary term unless production in
r VIR quankitics has been vbuined

14 USE OF WATER; SURFACE: Lessee shall have the right to use water produced on said land y for 1ons h der and solely upon the leased pmmes. provided, however,
Lensee shall not use putable water or water switable for livestock or irmgation purposes for water flood opmnmu wu]mul the prior written consent of Lessor. Subject 0 its ubupmn 0 pny
swrface danages, Lessee shall have the nght 1o use so much of the swiace of the land that may be reasonably necessary for drilling and operating wells and and mark
production theretromy such use 1o be conducted under conditions of least injury to the surface of the land. Lessce shall pay surface damages in an amount set by the General Land Office f“
schedule which s effective on thie date when the activily requiring the paywment of surface danuges ocews.

15 POLLUTION: In developing this ares, Lessec shall use the highest degree of care and all proper safeguards 10 prevent pollution. Without limiting the foregoing, pollution of coastal
wetlainds, haturd] waterways, nvers and ded water shall be p by the use of coninment [acilities sufficient 10 prevent spillage, seepage or ground water contanunation. In the event

of polistion, Lessee shall use all means at 15 disposal 1o recapture all escaped hydrocarbons or other poliutant and shall be responsible for all danuge to public and private properties.

(A) UPLANDS: Lessee shall buwld and maintain fences sround its siush, swnp, and drainage pits and tank batieries so as to protect livestock against loss, damage or mjury; and upon
congletion or abandonment of any well or wells, Lessee shall fill and level all slush pits and cellars and commpletely clean up the drilling site of all rubbish thereon.

() SUBMERGED LANDS: No discharge of solid waste or garbage shall be allowed into State waters from any drilling or support vessels, production platform, crew or supply boat,
barge, jack-up ng or other equipment located on the leased area. Solid waste shall include but shall not be limited to containers, equipment, rubbish, plastic, glass, and any other man-made non-
biodegradable itens. A sign must be displayed in a lugh uaific arca on all vessels and manned pladorms stating, "Discharge of any solid waste or garbage into Suie Waters from vessels or
platforms is sarictly prohubited and nuy subject a State of Texas lease o forfeiture.” Such statement shall be in lettering of at least 1* in size.

(7} RIVERS: To the extent nec to preveat poll the provisions found in subsections (3) and (b) of this paragraph shall also apply to nivers and niverbeds.

() PENALTY: Failwe w comply with the requuements of this provision may result in the maxunwm penalty allowed by law including forfesture of the lease. Lessee shall be liable for the
latges caweed by such ailwe and any costs and experses incuwred in cleaming arcas affected by the discharged waste.

1o JUENTIFICATION MARKERS: Lessee shall erect, ot a distance not 10 exceed twenty-five (25) feet from each well on the prenuses covered by this lease, a legible sign on which shall
e manme of e operutor, Uie lease designation and the well number. Where two or more wells on the same lease or where wells on two or more leases are connected to the same tank
whethier by indavidual flow line connections direct o the ank or tanks or by use of a multiple beader system, cach line between cach well and such tank or header shall be legibly identified
st all tines, either by s fimdy sttached tag or plate or an identification properly painted on such line ata distance not w exceed three (3) feet from such tank or header connection. Said signs, ags,
plates ar other identification narkers shall be naintained in a legible condition throughout the term of this lease.

17 ASSIGNMENTS: The lease rmy be lnml':n-:d a1 any lime; prond:d. however, that the liability of the ransferor W properly discharge its obligation under the lease, including properly
pluggung abandoned wells, removing platfc of pif lines, or of ion at drill sites shall pass o the transferee upon the pnur writien consent of the Commissioner of the
General Land Office. The Convnissioner may require the o d 1 ibility and may require a bond or other security. All transfers must reference the lease by the

file nunber and must be recorded in the county where the area is located, wwmmmwlmmw by the County Clerk of the county where the transfer is recorded must be

filed in the Generul Land Office within ninety (90) days of the execution date, as provided by N.R.C. Section 52.026, accompanied by the filing fee prescnbed by the General Land Office nules in

eilect on the date of receipt by the General Land Office of such transfer or certified copy thereof Every transferce shall succeed 10 all rights and be subject 10 all obligations, labilities, and
les owed 1o the State by the onginal lessce or any prior transicrce of the lease, including any lisbilitics to the state for unpaid royaltics.

15 RELEASES: Lessee may relinquish the nghis granted bereunder 1o the State al any time by recording the relinquishment in the county where this arca is situated and filing the recorded
Sigundunent or cerufied copy of same in the General Land Office within ninety (90) days after its exccution accompanied by the filing fee prescribed by the Genenal Land Office rules in effect
ok the Jate of tecaipt by the Generul Land Office of such relinquishment or certified copy thercol. Such relinquishment will not have the effect of releasing Lessce from any liability theretofore
averued i favor of the State

1 LIEN: Inaccordsnce with N R.C Section 52 136, the State shall have a first hien upon all oil and gas produced from the area covered by tus lease to secure payment of all unpaid royalty
A otnier sums of moncy that nay become due under this lease. By acocpuance of this lease, Lessee grants the State, in addition to the lien provided by N.R.C. Section 52.136 and any other
applicable swatutory lien, an express contractual lien on and secunity mmulnallMmﬁmmmmmmmaﬂmmhmymbmmhnh
o such leased nunerals, whether such proceeds are held by Lessce or by a third party, and all fixtures on and & 1o the leased premi jon with the production or
prowessugg of such leased muincrals n order 10 secwre the p-,mnuohilmgnhmorndummazwlnbmmumnhu mmummpmvfmyﬁmmu Ionlhll.ntw
nwy suller by reason of Lessec’s breach of any covenant or condition of this lease, whether express or implied. This lien and security interest may be foreclosed with or without court proceedings
i the mannet provided in the Title |, Chapter 9 of the Texas Business and Commerce Code. Lessce agrees that the Commissioner may req,un Lessee W exccute and record such instruments as
may be bly necessary (o acknowledge, attach or perfect this lien. Lessee hereby represeats that there are no prior or superior licns lnm; from and relating to Lessec’s activitics upan the
abuve-descnibed property or from Lessee's acquisition of this lease. Should the Ci i at any tme that this rep is not true, then the Commissioner may declare this
lease forfeited as provided herein

20. FORFEITURE: If Lessce shall fail or refuse o make the payment of any swn within thirty (30) days after it becomes due, or if Lessee or an d agent should k ly make any
{alss retwm or false rcpoﬂcnuemul;wmnwwdlﬂlﬂw'fummfnlwmﬁmwdﬁumyoﬂuwﬂwwlbwmﬁllhumwbyh'udlhmhudnnhmmw
the Comunissiones of the General Land Office, or if Lessee should fil to file reports in the manner required by law or fail to comply with rules and regulations promulgated by the General Land
Office, the School Land Board, or the Railroad Commission, or refuse the proper authority access to the records peraining 1o operations, or if Lessee or an authorized agent should knowingly fail
or refuse t give correct information to the proper authority, or knowingly fail or refuse o fumnish the General Land Office a correct log of any well, or if Lessee shall knowingly violate any of the
wmaterial provisions of this lease, or if this lcase is assigned and the assignment is not filed in the General Land Office as required by law, the nghts acquired under

this lease shall be subject W forfeiture by the Conumissioner, and hie shall forfeit same whea suficicntly informed of the facts which authorize a rnrm:uu. and when rnrfmmd the area ﬂnll again
e subjedt o lease W tie haghest bidder, under the same regulations ce-u:ollm; the original sale of leases. However, nothing herein shall be d as waiving the of this
lease by uperation of law or by reason of any special i ion ansing Forfei may be set aside and this Jease and all nghts thereunder reinstated before the nights of another
ntervens upon satsfactory evidence w the Comunissioner of the Genenl Land Office nl' future compliance with the provisions of the law and of this lease and the rules and regulations that may be
adopied relanve hereto.

11 RIVERBED TRACTS: In the event this lease covers a niverbed, Lessee is hereby specifically granted the right of eminent domain and condemnation as provided for in N.R.C. Sections
5209152 093, as 3 pant of the consideration moving 1o Lessor for the covenants herein made by Lessee.

2} APPLICABLE LAWS AND DRILLING RESTR!(.'YIONS This lease shall be subject to all rules and La i ds thereto, p d by the C: 1553 of the
Gieneral Land Office governing drilling and prod jons on P ms:hol (Mﬂnﬂy mldhqmmmmmwmwpmufmm) payment of
royaluss uu.umgpmcdmmwm.mmmm:mmumm ! dis hlnylﬂ:lmwlhmol‘mhg Without
.umub:tu-;:n:nlnyu(uzlvrqum;.anhu:bymby!hmupﬂxeoﬁhﬂhuguhmbymﬂmhjmhlﬂ isions relating o the General Land
Otfice’s sudit billing sobce and audit hearings proced: Said p are Mu]lT:mMC&.Om&MTMNMmMS«millH
and 52137 tuough 52130 tnmeumuusmcomwhmdwhwwmmty-nwpmdmmuhyuummhhpuwefumpuumwm
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meadent to the operation of a port, then Lessee shall not be entitied to enter or possess m:h land without prior approval as provided under Section 61.117 of the Texas Water Code, but Lessee shall
be entitbed o develop such land for oil and gas by directional drilling: provid , that no surface dnilling location may be nearer than 660 feet and special permission from the
Commissioner of the General Land Office is nccessary to make any surface location nearer than 2,160 feet measured at right angles from the nearest bulkhead line or from the nearest dredged
hettonn edge of any channel shp, or wumung basin which has been authonized by the United States as a federal project for future construction, whichever is nearer.

1 REMOVAL OF EQUIPMENT: Upon the termination of this lease for any cause, Lessee shall nol, in any event, be permitted 1o remave lkuwlumymﬂmwhmlw
piducing, dry. or abandoned well or wells without the written consent of the Commissioner of the General Land Office or his authorized :rpruentltiw. nor shall Lessee, without the written

crsent of sard Conmumssiones or his authonzed representative remove from the leased premises the casing or any other equij material, machi or propesty owned by Lessee
ind used by Lesser w the development and production of oil ot gas therefrom until all dry or abandoned wells have been plugged and until all :‘luln or ul’uu pits Inw bunpmpeﬂy filied and all
broken o discarded lumbes, naclunery, of debns shall have been d from the ises 1o the satisfaction of the said C i or his P

L4, FORCE MAJEURE: Should Lessee be prevented from complying with any express or implied covenant of this lease, from mndu:ww!ins operations thereon, or from producing oil
and'or gas thercfiom, after effort made in good faith, by reason of war, rebellion, riots, strikes, fires, uuol’ﬁndmmyunkr rule or regulation of ity, then while so prevented,
Lessee’s obligation W conply with such covenant shall be suspended upon proper and salisfactory proof p d o I.ht G is 3 of lhl General Land Office in support of Lessec’s
coimention and Lessee shall not be liable for damages for failure 1o comply therewith (except in the event of lease ded as provided in the rules and regulations adopted by the

Sehool Land Board), and this lease shall be extended while and so long as Lessce is prevented, by any such cause, m dnlling, rewor'kml operations of producing oil and/or gas from the leased

prenuses, provided, however, that nothing herein shall be construed 10 suspend the payment of rentals during the primary or extended term, nor to abridge Lessee's right 1o » suspension under any
apphicable statute of this State

15. LEASE SECURITY: Lessee shall take the highest degree of care and all proper safeguards to protect said :pmlius and to prevent theft of oil, gas, and other hydrocarbons produced from
said lease. This icludes, but is not limited to, the installation of all necessary equipment, scals, locks, or other te proteclive devices on or at all sccess points at the lease’s production,
gathering and storage systems where theft of hydrocarbons can occur. Lessee shall be liable for the loss of any h arbons resulting from theft and shall pay the State of Texas royalties thereon
as provided herein an all oil, gas or other hydrocarbons lost by reason of theft

16. REDUCTION OF PAYMENTS: If, duning the primary term, a portion of the land covered by this lease is included within the boundaries of a pooled unit that has been approved by the
School Land Board in d with Natural R Code Sections 52.151-52.153, or if, at any time after the expiration of the primary term of the extended term, this lease covers a lesser
nuimber of seres than the toal smount described herein, payments that are made on 3 per acre basis hereunder shall be reduced according 10 the number of acres pooled, released, surrendered, or
ollierwise severed, 5o that paymnents determined on & per acre basis under the lerms of this lease during the primary term shall be calculated based upon the number of acres outside the boundaries
of a pooled unit. or, if after the expiration of the primary term, the number of acres actually retained and covered by this lease.

17 SUCCESSORS AND ASSIGNS: The covenants, d and ined herein shall extend to and be binding upon the heirs, drrini or
assigna of Lessee herein

L ANTIQUITIES CODE: In the event that any feature of archeological or historical interest on Permanent School Fund Land is during the activiti horized by this lease,
Lessee will immediately cease activities and will imumediately notify the General Land Office (ATTN. Archaeologist, Asset M. Division, 1700 N. Congress Ave., Austin, Texas 78701)
amd the Texas Historcal Commission (P.O. Box 12276, Austin, TX 78711) 5o that ad may be undertaken to protect or recover such discoveries or findings, as appropriate. Lessee
w expressly placed on notice of the National Histonical Preservation Act of 1966 (PB-89-66, §0 Suatute 915; 16 U.S.C.A. 470) and the Antiquities Code of Texas, Chapter 191, Tex. Nat. Code
Anni (Vermon 1993 & Supp. 1998). On d land not dedicated to the P &mrmmmmuurmnmcmnmmmunm
location. An uchamlu“nll surwy mm be required by the ion before ion of the project can commence. Further, in the event that any site, object, location, artifact or other
feature of srchacol jonal, cultural or historic wnlerest is cncountered during the activities authorize by this lease, lessee will immediately notify lessor and the Texas
Histones! Ci s that adeq nay be undertaken 1o protect of recover such discoveries or findings, as appropriate.

1% VENUE: Lessor and lessee, including lessee's successors and assigns, hereby agree that venue for any dispute arising out of a provision of this lease, whether express or implied, regarding
inerpeetation of this lease, or relating in any way to this lease or to applicable case law, statutes, or administrative rules, shall be in a court of competent jurisdiction located in Travis County, State

ul Tewas

10 LEASE FILING: Pursuant to Chapter 9 of the Tex. Bus. & Com Code, this lease must be filed of record in the office of the County Clerk in any county in which all or any part of the
leased premises 1s located, and centified copies thereofl must be filed in the General Land Office. The prescribed filing fee shall accompany the certified copies sent o the General Land Office.

o, True and Correct
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1P ANECUTIONS Tas ol and gas lease must be signed and scknowiedyed by the Lessee before it is filed of record in the county records and in the General Land Office of the State of Texas.
|
|
|
IN TESTIMONY WHEREOF, witness the signatwe of the (.'uuuamwp:rol‘_m Qtlﬁh{.{'}‘l\d O ufﬂtSli,'t':oITcm wnder the seal of the General Land Otfice
|
I
e
S1ATE OF o N (CORPORATION ACKNOWLEDGMENT)
GUNTY OF -
BEFORE ME, the undersigned authonty, un tis day personally app
vkt o 1 0 b the penon whose mame is bed to the foregoing . of
_ and acknowledged 1o me that he execuled the same
1 e purposes snd consideration thereus expressed, in the capacity stated, and as the act and deed of said corporation.
soven under my hand and seal of office this the day of , 20
Notary Public in and for
STATE OF C\‘fe xﬁ'z (INDIVIDUAL ACKNOWLEDGMENT)
COUNTY OF -\ﬁ‘\(\
Uelore me. the undersigned authonity, on tus day penionally appeared Jﬂﬁﬂ Qtﬂ&u&ﬁ DM Q&d 2 _r{ Liyces
known 10 e W be the persons whose names are subscnibed io the foregoing i and ledged 1o me that they executed the
same for the purposes and consideration therein expressed a “\ Dlg \
Given under my hand and seal of office this the \ day of W »20 A 6 Y
INASA N
s e S BRI DD Notary Public in and for
KAREN S. VANSA
NOTARY PUBLIC
STATE OF TEXAS
My Commission Expires 03-17-2007
6 -
RKRY PRUMISION HERE I wee 5 \
OR USE OF THE DESCRIBED KEAL 71l TRTY SLIAUS |
OR RALE IS INVALID AND URFNFUE 2 080E UNDSl FEUERAL |
FILE NO. 2301 il .
FILED FOR RECORD ON THE 5TH DAY OF MAY A.D. 2006 2:21 P. M. i
DULY RECORDED “ON /THE 10TH DAY OF MAY A.D. 2006 3:30 P. M. 1
« 3 N ! e —— === |
TN LA A Y 17 AD
BYy W AR \ & LA/ ,DEPUTY DIANNE O. FLOREZ, COUNTY CLERK
) T REEVES COUNTY, TEXAS J
{
k
—— True and Correct
A OF 7
[ - copy of
+| Original filed in
> Oof Reeves County
&8 ¢! "
a"e o' w e o' Clerks Office
e ® 8 ® e - - e
ca & & o & & . L] .
L . » L] -
e . . . .
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atterson, Commissioner

v

Date Filed:
Jerry

CERTIFIED TRUE AND CORRECT COPY CERTIFICATE
STATE OF TEXAS

COUNTY OF REEVES

The above and foregoing is a full, true and correct photographic copy of the
enginal record now in my lawiul custody and possession. as the sami is

filed/recorded in the public. records of my office. found in 73
pict 150 1. 155 “OFFICIAL PUBLIC

RECORDS
,gﬁ'ﬁ'&_;,' I hereby certifiedon MAY 12, 2006
S

REEVES COUNTY,

%‘; DIANNE O. FLOREZ, FOUNTWHCLERK

TY

s o .
L -
"e & &
. .o
L] -



ANADARKO PETROLEUM CORPORATION /0 70 135 22

Lease Number: TX-000120717

DEPOSIT TO THE CREDIT OF | Ba wumBer | cmEck paTE | CHECK NUMBER |

AMOUNT

STATE OF TEXAS LA45678203 Nov-20-2006 30031012
GENERAL LAND OFFICE

m—106718

INSTRUCTIONS TO PAYEE:
In as much as the canceled check serves as our rental receipt, please cash the check immediately upon receipt.

INSTRUCTIONS TO DEPOSITORY:

In case of any difficulty, promptly communicate with the rental section of Land Administration of this company
(832-636-7922), explaining the circumstances and further instructions will be given.

**251,399.90%
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ANADARKO PETROLEUM CORPORATION

Lease Number: TX-000120717
DEPOSIT TO THE CREDIT OF [ Ba wumBer | cHECk pATE | CHECK NUMBER | ] AMOUNT

STATE OF TEXAS LA45678203 Nov-28-2007 30034938 *kx$5], 399, 90%
GENERAL LAND OFFICE

M-106118
NORTHEAST PART SEC 2 BLK 3 H&GN RY CO SURVEY

. .
sessne
-
e
.
. e
L]
INSTRUCTIONS TO PAYEE: - .
In as much as the canceled check serves as our rental receipt, please cash the check immediately upon receipt. ".'.:
.
INSTRUCTIONS TO DEPOSITORY: see e
In case of any difficulty, promptly communicate with the rental section of Land Administration of this company -
(832-636-7505), explaining the circumstances and further instructions will be given. i
ses
.o
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Date Fi'lea{: ' /6?’ ﬁ/

Jerry E. Parte

By
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. ANADARKO PETROLEUM CORPORATION \//
Lease Number: TX-000120717 il
DEPOSIT TO THE CREDIT OF | Ba numBer | cHECK DATE [ CHECK NUMBER | ol AMOUNT
| 4
STATE OF TEXAS LA45678203 Nov-18-2008 30040492 *h*56,999 50%
GENERAL LAND OFFICE
M-106118

NORTHEAST PART SEC 2 BLK 3 H&GN RY CO SURVEY

09005189

/}{ %
S I 6005

In as much as the canceled check serves as our rental receipt, please cash the check immediately upon receipt.

INSTRUCTIONS TO DEPOSITORY:

In case of any difficulty, promptly communicate with the rental section of Land Administration of this company
832-636-7899, explaining the circumstances and further instructions will be given.

DETACH STUB AND RETAIN FOR YOUR RECORDS
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ANADARKO PETROLEUM CORP
Lease Number: TX-000120717
DEPOSIT TO THE CREDIT OF | Ba NuMBER | CHECK DATE | CHECK NUMBER | | AMOUNT
STATE OF TEXAS LA45678203  Nov-18-2009 30046456 **$6,999.50%

GENERAL LAND OFFICE

M-106118 \ \
NORTHEAST PART SEC 2 BLK 3 H&GN RY CO SURVEY

10702351

A 106!

INSTRUCTIONS TO PAYEE:
In as much as the canceled check serves as our rental receipt, please cash the check immediately upon receipt.

INSTRUCTIONS TO DEPOSITORY:

In case of any difficulty, promptly communicate with the rental section of Land Administration of this company
832-636-7899, explaining the circumstances and further instructions will be given.
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File No.

RENTAL PAYMEN

Date Filed: (| - 30-0 7

Jerry E. Patterson, Commussioner

By\-/wﬂv/




