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OCTOBER 2, 2007
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: Marden Properties, L.P.

Address: 6 Bayou Brandt

City: Beaumont State: Texas Zip: 77706

(Include +4 Code)
Telephone: (409) 833-3133
County(ies): Culberson Survey/Area:

(If Applicable)
Block/Tsp.: 111 Section/Tract: 13 : All Acres: 640
(If Applicable)

(A) Bonus Amount 453,120.

708.00 Per Acre= Four Hundred Fi
(type/print above)

-Three Thousand One Hundred Twenty----

(B) Sales Fee Amount ($) 6,796.80

Six Thousand Seven Hundred Ninety-Six & 80/100
(type/print above)

This Sales Fee is 1'2% of the cash bonus as provided in Section 32.110 of the
Natural Resources Code as amended.
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Lease Form
Revised 10/99
Surveyed School Land

Qustin, Texas

OIL AND GAS LEASE
NO. M-108403

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:

SECTION 13, BLOCK 111, PUBLIC SCHOOL LAND SURVEY, CULBERSON COUNTY, TEXAS, CONTAINING APPROXIMATELY 640 ACRES, AS SHOWN ON THE
OFFICIAL MAP OF CULBERSON COUNTY, TEXAS NOW ON FILE IN THE TEXAS GENERAL LAND OFFICE, AUSTIN, TEXAS,

was, after being duly advertised, offered for lease on the 2™ day of October, 2007, 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 2*! day of October, 2007, hereinafter the "effective date” and it was found and determined that MARDEN PROPERTIES, L.P.
whose address is 6 BAYOU BRANDT, BEAUMONT, TEXAS 77706 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, hereinafler sometimes referred to as "Lessor," whose address is Austin, Texas, by
virtue of the authority vested in me and in consideration of the payment by the hercinafter designated Lessee, the sum of Four Hundred Fifty-Three Thousand One Hundred Twenty And
00/100 Dollars ($453,120.00), receipt of which is hereby acknowledged and of the royalties, covenants, stipulations and conditions contained and hereby agreed to be paid, observed and
performed by Lessee, do hereby demise, grant, lease and let unto the above mentioned bidder the exclusive right to prospect for, produce and take oil and/or gas from the aforesaid area upon the
following terms and conditions, to-wit:

1. RESERVATION: 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.

1. 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 anmiversary 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.

ive ate 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 to be paid to the C 1551 of the G | 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 part of gross production of such products, or the market value thereof, at the option of Lessor, such
market value to be determined as follows:

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

(E) YARIABLE 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 eamn 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.

(i) 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 eamn 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 contained 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 year.

(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 royaities 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 affidavit of the owner, manager or other authorized agent, completed in the form and manner prescribed by
the General Land Office and showing the gross amount and disposition of all oil and gas produced and the market value of the oil and gas, together with a copy of all documents, records or reports
confirming the gross 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. In addition to a penalty, royalties shall accrue interest at a rate of 12% per year; such interest will begin accruing when the royalty is sixty (60)
days overdue. Affidavits and supporting documents which are not filed when due shall incur a penalty in an amount set by the General Land Office administrative rule which is effective on the
date when the affidavits or supporting documents were due. The Lessee shall bear all responsibility for paying or causing royalties to be paid as prescribed by the 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: Lessee shall annually furnish the Commissioner of the General Land Office with its best possible estimate of oil and gas
reserves underlying this lease or allocable to this lease and shall furnish said Commissioner with copies of all contracts under which gas is sold or 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 Attorney 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 matetials 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 after the expiration date of the primary or extended term it shall then terminate as to all of the leased premises,
EXCEPT (1) 40 acres surrounding each oil well capable of producing in paying quantities and 320 acres surrounding each gas well capable of producing in paying quantities (including a shut-in
oil or gas well as provided in Paragraph 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 unit for each
such producing well under the rules and regulations of the Railroad Commission of Texas, or any successor agency, or other govemmental authority having jurisdiction. 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 afler the expiration date of the primary or extended term it shall further terminate as to all depths below 100
feet below the total depth drilled (hereinafter "deeper depths”) in each well located on acreage retained in Paragraph 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 thereafier
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 Commussioner 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, duning 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 nights 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 provisions hereof.

10. CESSATION, DRILLING, AND REWORKING: If, after the expiration of the primary term, production of oil or gas from the leased premises, after once obtained, should cease from
any cause, this lease shall not terminate if Lessee commences additional drilling or reworking operations within sixty (60) days after such cessation, and this lease shall remain in full force and
effect for so long as such operations continue in good faith and in workmanlike manner without interruptions totaling more than sixty (60) days. If such dnilling 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 each well capable of producing oil or gas in paying quantities. To be effective, each initial shut-in oil or gas royalty
must be paid on or before: (1) the expiration of the primary term, (2) 60 days after the Lessee ceases to produce oil or gas from the leased premises, or (3) 60 days after Lessee completes a drilling
or reworking operation in accordance with the lease provisions; whichever date is latest If the shut-in oil or gas royalty is paid, the lease shall be considered to be a producing lease and the
payment shall extend the term of the lease for a period of one year from the end of the primary term, or from the first day of the month following the month in which production ceased, and, 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 in paying quantities from a
well located within one thousand (1,000) feet of the leased premises and completed in the same producing reservoir, or in any case in which drainage is occurring, the right to continue to maintain
the lease by paying the shut-in oil or gas royalty shall cease, but the lease shall remain effective for the remainder of the year for which the royalty has been paid. The Lessee may maintain the
lease for four more successive years by Lessee paying compensatory royalty at the royalty rate provided in the lease of the market value of production from the well causing the drainage or which
is completed in the same producing reservoir and within one thousand (1,000) feet of the leased premises. The compensatory royalty is to be paid monthly to the Commissioner beginning on or
before the last day of the month following the month in which the oil or gas is produced from the well causing the drainage or that is completed in the same producing reservoir and located within
one thousand (1,000) feet of the leased premises; if the compensatory royalty paid in any 12-month period is in an amount less than the annual shut-in oil or gas royalty, Lessee shall pay an
amount equal to the difference within thirty (30) days from the end of the 12-month period; and none of these provisions will relieve Lessee of the obligation of reasonable development nor the
obligation to drill offset wells as provided in N.R.C. Section 52.034; however, at the determination of the Commissioner, and with the Commissioner's written approval, the payment of
compensatory royalties shall satisfy the obligation to drill offset wells. Compensatory royalty payments which are not timely paid will accrue penalty and interest in accordance with Paragraph §
of this lease.



13. EXTENSIONS: If, at the expiration of the primary term of this lease, production of oil or gas has not been obtained on the leased premises but drilling operations are being conducted
thereon in good faith and in a good and workmanlike manner, Lessee may, on or before the expiration of the primary term, file in the General Land Office written application to the 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 cavers 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 irrigation purposes for water flood operations without the prior written consent of Lessor. Subject to its obligation to pay
surface damages, Lessee shall have the right to use so much of the surface of the land that may be reasonably necessary for drilling and operating wells and transporting and marketing the
production therefrom, such use to be conducted under conditions of least injury to the surface of the land. Lessee shall pay surface damages in an amount set by the General Land Office fee
schedule which is effective on the date when the activity requiring the payment of surface damages occurs.

15. POLLUTION: In developing this area, Lessee shall use the highest degree of care and all proper safeguards to prevent pollution. Without 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 to exceed twenty-five (25) feet from each well on the premises covered by this lease, a legible sign on which shall
be stated the name of the operator, the lease designation and the well number. Where two or more wells on the same lease or where wells on two or more leases are connected to the same tank
battery, whether by individual flow line connections direct to the tank or tanks or by use of a multiple header system, each line between each well and such tank or header shall be legibly identified
at all times, either by a firmly attached tag or plate or an identification properly painted on such line at a distance not 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: Lessce may relinquish the rights granted hereunder to the State at any time by recording the relinquishment in the county where this area is situated and filing the recorded
relinquishment or certified copy of same in the General Land Office within ninety (90) days after its execution accompanied by the filing fee prescribed by the General Land Office rules in effect
on the date of receipt by the General Land Office of such relinquishment or certified copy thereof. Such relinquishment will not have the effect of releasing Lessee from any liability theretofore
accrued in favor of the State.

19. LIEN: Inaccordance 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 conceming production or drilling, or if Lessee shall fail or refuse to drill any offset well or wells in good faith as required by law and the rules and regulations adopted by
the Commissioner of the General Land Office, or if 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 to lease to the highest bidder, under the same regulations controlling the original sale of leases. However, nothing herein shall be construed as waiving the automatic termination of this
lease by operation of law or by reason of any special limitation arising 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 tumning basin which has been authorized by the United States as a federal project for future construction, whichever is nearer.

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

24. FORCE MAJEURE: Should Lessee be prevented from complying with any express or implied covenant of this lease, from conducting drilling operations thereon, or from producing o1l
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 right 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 il, 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 lable for the loss of any hydrocarbons resulting from theft and shall pay the State of Texas royalties thereon
as provided herein on all oil, gas or other hydrocarbons lost by reason of theft.

26. REDUCTION OF PAYMENTS: If, during the primary term, a portion of the land covered by this lease is included within the 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. Archaeologist, Asset Management Division, 1700 N. Congress Ave., Austin, Texas 78701)
and the Texas Historical Commission (P.O. Box 12276, Austin, TX 78711) so that adequate measures may be undertaken to protect or recover such discoveries or findings, as appropriate. Lessee
is expressly placed on notice of the National Historical Preservation Act of 1966 (PB-89-66, 80 Statute 915; 16 U.S.C.A. 470) and the Antiquities Code of Texas, Chapter 191, Tex. Nat. Code
Ann. (Vemon 1993 & Supp. 1998). On state-owned land not dedicated to the Permanent School Fund, lessee shall notify the Texas Historical Commission before breaking ground at a project
location. An archacological 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 archaeological, 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.



31. EXECUTION: This oil and gas lease must be signed and acknowledged by the Lessee before it is filed of record in the county records and in the General Land Office of the State of Texas.
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EREOF, witness the signature of the Commissioner of the General Land Office of the State of Texas under the seal of the General Land Office

COMMISSIONER OF THE GENERAL LAND OFFICE
OF THE STATE OF TEXAS

APPROVED
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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




GENERAL LAND OFFICE

JERRY PATTERSON, COMMISSIONER

TEXAS

November 15, 2007

Mr. J. Mark Smith
Marden Properties, L.P.
6 Bayou Brandt
Beaumont, Texas 77706

Dear Mr. Smith:

Thank you for participating in the General Land Office Oil and Gas Lease Sale held on October 2,
2007. | am pleased to inform you that Marden Properties, L.P. was the high bidder on MGL. No.
414, which has been assigned the lease number M-108403.

State Lease M-108403 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,

e

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
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Qustin, Texas

OlL AND GAS LEASE
NO. M-108403

WHEREAS, pursuant to (he Texas Natural Resources Code Chapters 32, 33, 51, and Chapter 52, Subchapters A-D and H, (said Code being hereinafter referred 1o as N.R.C.), and subject to all
rules and regulati Igated by the Ci iS5 of the General Land Office and/or the School Land Board pursuant thereto, and all other applicable stututes and amendments 10 said

N.R.C., the following aru 10-wit:

SE(.—I'ION 13, BLOCK 111, PUBLIC SCHOOL LAND SURVEY, CULBERSON COUNTY, TEXAS, CONTAINING APFROXIMATELY 640 ACRES, AS SHOWN ON THE
OFFICIAL MAY OF CULBERSON COUNTY, TEXAS NOW ON FILE IN THE TEXAS GENERAL LAND OFFICE, AUSTIN, TEXAS,

was, aller being duly sdventised, oflered for lease on the 2* day of October, 2007, 3t 10:00 o'clock a.m., by the Commissioner of the General Land Olffice of the State of Texas and the School
Land Board of the State of Teaas, for the sole and only purpose of prospecting and drilliog for, and producing oil and/or gas that may be found and produced from Use above descrided area; and

WHEREAS, after all bids and remittances which were received up to said time have been duly idered by the C i3s3 of the General Land Office and the School Land Board al a
regular meeuny thereol m the General Land Office, on the ™ day of October, 2007, bereinafler the "efTective date® and it was found and determined that MARDEN FROPERTIES, L.P.
whose address is 6§ BAYOU BRANDT, BEAUMONT, TEXAS 77706 had offered the highest and best bid for a leasc of the area above described and is, thercfore, entitled 10 receive a lease
thereon

NOW, THEREFORE, [, Jerry E. Patterson, Commissioner of the General Land Office of the State of Texas, hereinafler sometimes referred (0 as “Lessor,” whose address is Austin, Texas, by
virtue of the authonty vested in me and in consideration of the payment by the bereinafler designaicd L:nce I.h: sum of Four Hundr:d Filty-Three Thousand One Husdred Twenty Aund
00/100 Dollars ($5453,120.00), receipt of which is bereby acknowledged and of the royalt and incd and hereby agreed 1o be paid, observed and
performed by Lessee, do hereby denuse, grant, lease and let unto the above mentioned bidder the exclusive nghl 1o prospect for, produce and take oil and/or gas fiom the aforesaid ures upon the
lollowing terins and conditions, lo-wit:

I. RESERVATION: There is hereby excepted and reserved 1o Lessor the full use of tie pruperty covered hereby and all nights with respect to the surface and subsurface thereol for any and
all purpuses except thuse granted und to the extent herein granted to Lessee, together with the rights of ingress and egress and use of said lunds by Lessor and its nuneral lessees, for purposes of
eaploring for and producing i mincrals which are not covered, or which may not be covered in the future, wider the terms of this lease, but which nay be located within the surface boundanes
of the leased aren. All of the rights in and to the leased premises retuined by Lessor and all of the rights in and tw Uie leased prenuses graoted 1o Lessee herein shall be exercised in such & mnner
Usat neither shall unduly interfere with the operations of the other.

2. TERM: Subject to the other provisions heteol, tus leuase shall be for a term of five (5) years from the ellective dute hiereof (herein called "prurary term®) and as long therealler as oil or
ps is produced in paynig guasitities from suid area.

3. DELAY RENTALS: I mu well is consmenced on the land hercby leased un ur befure the anuiversary date ol this lease, Uus lease shall teninate as W buth parties unless the Lessee on or
befure said date shall pay of tender 1o the Cumnussivner of the General Land Oflice of the Swite of Texas at Austin, Teauss, the amount specified tn the following schedule muliplicd by the
muwnber of ucres in the premises, which shall uperate as a renwl and cover the prvilege of delermng e conumencement of & well for twelve (12) months from said date o like nunner and upon

payinents or tenders ol siounts sel oul i the Toll 1g schedule, te uf a3 well imay be further deferred for a like penod of the saiie number of months
Anmiversary Diile .
First $ 5.00
Secund $ s00
Third $25.00
Fourth $25.00
4. PRODUCTION ROYALTIES: Subject to the provisions for royalty red sel oul in subparagraph (E) of this paragraph 4, upun production of oil andror gas, the Lessee agrees to pay

or cause 1o be paid 1o the Commissioner of the General Land Office in Austin, Texas, fur the use and benefit of the State of Texas, during the term hereol:

(A) OIL: As a royalty on oil, which is defined as including all hydrocarbons prudnc:d in a liqud form at the mouth of the well and aiso all condensate, distillate, and other bquid
hydrocarbons tecovered from oil or gas run through a sep or other as h provided, 174 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 pnce, plus premium, if any, offered or paid for oil, condensate, dustillate, or other liguid hydrocarbons, respectively, of a like type and
gravity in the general area where produced and when run, or 2) the higbest market price thereof offered or paid in the general area where produced and whes fun, 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

dequale oil and gas of ional type or other equip at least as efficicnt 1o the end that all hquid hydrocarbons recoveruble 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 yas), which is defined as all hydrocarbons and gaseous sub 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 nuarket 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 guality in the general area where
produced and when run, or the gross price paid or offered to the prod huch 1§ greater provided that the i pressure base in measuring the gas under this lease contract shall not at
any time exceed 14.65 pounds per square inch and the d base temp 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 beung used by the industry at the time of testing.
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(C) PROCESSED GAS: As a royalty on any gas processed in a gasoline plaut or other plant for the recovery of gasoline or other liquid bydrocarbons, 14 part of the residue gas and the
liquid hydrocarbons extracted or the market value thereof, at the option of the Lessor. All royalties due berein shall be based on one hundred perceut {100%) of the total plant production of residue
s atnbutable w gos produced from this lease, and on fifty percent (50%) or that pereent accruing to Lessee, whichever is the greater, of the total plant prod of liquid hyd

ibutable to the gas produced from this lease; provided that if liquid hydrocarbons are recovered from gas processed in @ plant i which Lessee (or its parent, subsidiary or afliliate) owns an

interest, then the p icable to liquid hydrocarbons shall be fifty perceut ($0%) or the highest pem:m n:-:nun; o3 third party processing gas through such plant under a processing
agrecment ne;pnam! at unns' length (or if there is no such third party, the highest percent theu beiny fi or in the industry), whichever is the grester. The
respective royaltics on residue gas and on liquid hydrocarbons shall be d anicd by 1) the lighest narket pm plul. or ol!tmd for any gas (or liquid hydrocarbons) uf comparable quahity in the

general area or 2) the gruss price paid or offered for such residue gas (or the weighted averagr gross selling price for the respective grades of liquid hydrocarbons), whuchever is the greater. In no
event, however, shall the royalties payable under tus paragraph be less than the royalties which wuuld have been duc bad the gas not been processed

(V) OTHER PRODUCTS: As a royalty un carbon black, sulphur ur any othet pood produced or f: d from gas ( piing liquid bydrucaibons) whether said gas be
“asinglicad,” “dry” ur any other gas, by fractionating, burmng or auy other provessing, 14 pant of gruss production of such products, ur e nurket value thereol, at the option of Lessor, such
iarket valie w be deternuned as lollows:

(1) On the basis ol the highest nurkel pnce of each product, dunng the sume nooth i which such product 1s produced, or
(2) On Ure basis ul the average geoss sale prive ! each product for the sanw touth m which such products are produced, whichever is e greater.

(E) VARIABLE ROYALTY: (i) Subject w the other provisions ol this lease, it 18 hercby provided that in the eveol prodi i paying i bl 10 the temis of
s Jease and such production is brought on line and sales thereol are conunenced within eightcen (18) inouths of the rl'!'ewve date hereof, the royalty nlz provide.} berein shall be reduced o
20%, and shalt apply lo each subsequent well drilled und produced on the land cuveted by tiis lease. Provided thal, if during such eighteen (18) month term during which Lessee may cam &
reduced royalty rate of 20% as berein provided, Lessee should drill in good faith aud cunplete the first well as a dry hole on the land covered by tus lease, Lesser nuy receive o three (3) month
extension of the term in which o ean 4 reduced royalty rute by givng notice to the Conunissioner of the General Land Office, g drilling op on an addi well prior to the
expirution of such three (3) month period and prosecuting diligently and m good tith the drilling ol such addit well and conmpleting same 5o that prod: o paying g is established
and 5o that such production is brought on 1i|1c and sales thereol are commenced prior 1o the expiration of such three (3) month extension penod.

(1) In the event prod, in paying g 1o the tenmis of this lease und such production is brought ou line and sules thereof are conanenced afer the expiration
of eigheen (1¥) mnmh.s from the elfective date hereuflsul prior 1o Ihe expiration of twenty-four (24) mnths from the effective dale hereof, the royalty rate provided herein shall be reduced 10
22.5% and shall apply t each subsequent well drilled and produced on the lund covered by this lease. Provided that, if during such six (6) montb tern duning which Lesses may cam a reduced
royalty rate of 22.5% as berein provided, Lessee should dnll in good faith and complete the first well as a dry hole on the land covered by this lease, Lessee muy receive a three (3) month
etension of the tern in which 10 cam a reduced royalty rate by giving notice o the Comanissioner of the General Land Office, ing dnilling operations on ai: additional well prior (o the
zxpiration of such three (3) month period and prosecuting diligently and in good faith the drilling of such sdditional well and completing same 5o that production i pavivg quantities is estblished
and so that such production is brought on line and sales thereof are commenced prior Lo the expiration of such three (3) moath extension period.

{F) NODEDUCTIONS: Lessee agrees that all royalties accruing to Lessor under this lease shall be without d ion for the cost of producing, sporting, and otherwise making the oil,
gad and other products produced hereunder ready for sale or use.

(G) ROYALTY IN KIND: Notwithstanding anything contained herein to the contrury, Lessor nay, at its option, upon not less than 60 days notice o Lessee, require at any time or Gom
umnwum:mrpaymluhilornywyllmmmmwLmo!mde:!huhnhndemhndmwdedncmuforthe:utof d thering, sionng, g, treating,

dehydrati rting and otherwise making the oil, gas and other products produced hereunder ready for sale or use. Lessor's nght o take its nynlty in kind shal! not
diminish or negm: Lessor's rights or  Lessee's obhlnium. whether express or implied, under this lease.

(H) PLANT FUEL AND RECYCLED GAS: No royalty shall be payable un any gas as may this lease’s p share of any fuel used to process gas produced hereunder
it any processing plant. Notwithstanding anything contained herein 1o the contrary, and subject to the consent in writing of the Commissioner of the General Land Office, Lessce may recycle gas
for gas lift purp on the leased premises alter the liquid hydrocarbons contained in the gas have been removed, and no royaltics shall be payable on the gas 5o recycled until such time as the
same nuy memﬂzrbcpmlmulamlnldmndbylnmuuu:hmmummukum 10 & royalty thereon under the royalty provisions of this lease.

(1) MINIMUM ROYALTY: During any year aller the expiration of the primary term of this lease, if this lease is maintained by prod: the royalties paid 13 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 lust day of the month succeeding the anniversary date of this lease a swn equal (o $5.00 per
acre less the umount of royalties paid dunng the preceding year

(J) MARGINAL PRODUCTION ROYALTY: Upon Lessce's written application, the School Land Board may reduce the royalty rate set out in this paragraph and/or the tinimum
rayalty set out in subparagraph 4 (1) to extend the economic life of this lease and encourage recovery of oil or gas that might otierwise remuin unrecovered. Any such royalty reduction must
conform ta the requirements of any School Land Board adiministrative rules on this subject. Royalty may not be reduced below the applicable statutory munimum

5. ROYALTY PAYMENTS AND REPORTS: All royalties not taken in kind shall be pad to the Comnussioner of the General Land Office at Austia, Texas, i tie following nanner:
Payment of royalty un production of oil and gas shall be as provided in the rules set forth in the Texas Register. Rules currently provide that royalty un il is due and must be received in the
General Land Office on or before the 5th day of the second month suceeeding the month of production, and royalty on gas is due m:mui be received in the General Land Office on or before the

151 day of the secund month dung the month of prod: panicd by the aflidavit of the owner, ger or other authorized agent, completed in the form and manner prescribed by
the General Land Office and slnwml Ihe gruss smount and disposition of all ail and gas produced and the norket value of the oil and gas, ogether with a copy of all ducunents, records of repurts
g the gross prod ition and market value including gas meter readings, pipeline receipts, gas line receipts and other checks of memomnda of snwunt produced and put into

pipehnes, un&s or pools and gas lines or gas swrage, and any other reports or records which the General Land Office nay require 1o verify the gruss production, disposition and market value. ln
all cases the authorily uf a munager of agent 10 act lor the Lessee herein must be filed in the General Land Ofice. Each royalty payment shall be scconpanied by a clicck stub, schedule, sumunary
of uther remi advice showitig by the assigned General Land Office lease number the stwunt of royally being paid on each lease. If Lessce pays hus royalty ou o before thinty (30) days after
the royalty payment was due, then Lessee owes a penalty uf $% on the royally or $25,00, whiche ver is greater. A royally payment which is uver thirty (30) days late shall accrue 3 penaity of 10%
ol the royalty due or $25.00 wlichever is greater. In addition to 3 penalty, moyualties shall accrue interest ut a rate ol 12% per year, such wilerest will begin aceruing when the royalty is sixty (60)
duys vverdue.  Affidavits und supporting documents which are not filed when due shall incur 3 penalty i an amount set by the General Land Office admunistrative 1ule which is elfective on the
dute when the alfidavits or supponting docunents were due. The Lessee shall bear all respousibility for puyiy or cuusing royalties v be paid s prescribed by Ui due date provided herei,
Faynwnt uf the delingquency penalty shall in no way operute w prohibi the Stute's nght of forfeiure as provided by law nor sct W pustpone the date on which royalies were oniginally due The
ubuve penalty provisions shall not apply in cases of title dispute 35 10 the State’s portion ol e ruyalty ot W bt portion of the toydlty in dispule 45 W Fair sarket value

6. (A) RESERVES, CONTRACTS AND OTHER RECORDS: Lessee shall ly turnish e C } of tbe General Lund Office with its best pussible estimute of vd and gas
reserves underlying this leave of allocsble © this lease and shall furnish said Comnssivuer with cupies uf all contracts under which gas is sold or p § and all sub and
amendiments 1o such contracts within thirty (30) days afler cuterusg into or makung such contn or Such and agr when teceived by the Cmml Land
Oftice shall be beld in confidence by the General Lam! Office unless otherwise authonzed by l.cm All oiher and records p g to the producuion, ransponation, sale and
nm&:tm; of the wil and gas produced on said presises, including the books and sccounts, receipts and discharges of all wells, tanks, puuls melers, aud pipelines shall at all tunes be subject o

P and ion by the O of te General Land Oflice, the Attomey CGeneral, the Governor, or e representative uf any of thein

(B) DRILLING RECORDS: Writien notice of all uperauons on this lease shall be submined 10 the Comnussiuner of the General Land Office by Lessee or operator ive (5) days before spud
date, workover, re-cutry, tem 4 of plug and aband of uity well or wells  Such written volice 1o the General Lund Office shall include copies of Ramlroad Comnussion
fors for application w dnll. Caples of well tests, completion reports and plugging repons shall be supplied to the General Laud Office at the time they are filed with the Texas Railroad
Conunission. Lessee shull supply the General Land Office with any records, memoranda, accounts, reporis, cuttings and cores, or other information relative o the operation of the above-desenbed
presmises, which nay be requested by the Generul Lund Office, in addition to those herein expressly provided for. Lessee shall have an electrical and/or madivactivity survey made un the bore-hole
section, from the base of the surface casing o the total depth of well, of all wells drilled on the abuve described premises and shall transnut a true copy of the Jog of cuch survey on cach well 1o the

General Land Office within fifteen (15) days after the making of said survey.
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{C) PENALTIES: Lessce shall incur a penalty wi reports, d or other wls are not filed in the General Land Office when due. The penalty for late filing shall be set by
the General Land Ofice adnunistrative rule which 1s effective on the date when the matenals were due in the General Land Office.

7. RETAINED ACREAGE: Notwithstanding any provision of this lease to the contrary, alter a well producing or upxhl: urpmdumg oil or gas has been compluted on the leased prumes,
Lessee shall exercise the diligence of o reasonably prudent operator in drilling such additional well or wells as may be y for the proper devel of the leased premises and
in marketing the production thereon.

{A) VERTICAL: In the event this lease is in force and efTect two (2) ymsallulh: expiration date of the primary or extended term it shall then terminate as 1 all of the lcased premuses,
EXCEPT (1) 40 acres swrounding each oil well capable of producing in paying quantities and 320 acres surrounding each gas wcu capable of producing in paying quuntities (including a shut-in

oil or gas well as provided in Paragraph 1| hereof), or a well upon which Lessee is then ged in conti drilling or rking operati wmwmrorurumhdndmammag
pooled unit p to Natural R Code Scctions 52.151-52.153, w(l)mﬂp«mrurlm«auﬂerormnmymh 1) d for prod purposes 10 & proration unit for cach
such producing well under the rules and regulations of the Railroad Conunission of Texas, or any successor agency, or other go | authority having jurisdi Withia 90 days of a
pantial termination of this lcase in o with this subp ph and upon pay of the mins filing fcenlhyﬁmlhﬂdomumlum:ﬂ'e:uldut\m:ofllwpnmlmmmnon.
Lumshllhvelhen;hnnobmnlmﬁuhmfwmmslndemsnnandumlheumuudpommohhﬂeued ises a5 may be bl y for the conti of
uwpordomnflheleneummn;m!hmelndeﬂ"m ]l‘umzfl'lunlpplyIbumrﬁukmmmmewdlypemdspee;ﬁcdmw Lss!ecnnylpplyfnnsurhoemhmmund
Office, but the Land Comm the discretion to grant or deny such application and 10 sct the fee for such surface lease.

(8) HORIZONTAL: In the event this lease is in force aud effect two (2) years after the expiration date of the primary or extended term it shall further terminate s 1o 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 afier the prinary or extended
terin Lessee pays an amount equal to one-half (1/2) of the bonus originally paid as consideration for this lease (as specified on page | bereof). I such amownt is paid, Jhis lease shall be in force
and eflect as to such deeper depths, and said lermination shall be delayed for aw additional period of two (2) years and 30 long therealler as uil or gas is produced in paying quantities from such
decper depths covered by this lease

(C) IDENTIFICATION AND FILING: The surface acreage retained hereunder as 10 cach well shall, as nearly as pructical, be in the form of 1 square with tie well located in the cener
thereal, or such other shape as may be approved by the School Land Board. Witlun thirty (J0) days after panial tennination of this lease as pruvided lierein, Lessee shall execute and record a

release uf releases containing 4 satisfactory legal description of the acreage and/or depths not retained | der. The ded release, ora fied copy of sume, shall be fited in the Genera!
Land Office, accampanied by the filing fee prescnbed by the General Land Office rules in effect on the date the release is filed. I Lessee fals of refuses 10 execute and record such release or
releases within minety (90) Jays aller being requested W do so by e General Land Oflice, then the C iuier at his sole di ey designate by written instrament the screage and/or

depllis to be released hereunder and record such mstrument at Lessee's expense in the county or counties where the lease is located and in the ofTicial records of the General Land Office and such
desiguation shall be binding upon Lessce Tor all purposes. 1 st any time aller the effective date of the parnial temination provisions hereof, the applicable fieh! rules are chunged or the well or
wells lucuted thereun are reclassilied so Uit less acreage is thereatler allocated 10 said well or wells for production purposes, this lease shall thereupon terminaie as W sl acreage not therealler
allocated o suid well or wells for production purpuses.

¥. OFFSET WELLS: I oil and/or gas should be produced m | ies [rom a well located on lapd privately uwned or ou State land leased at a lesser royalty, which well is within
one tousand (1,000 feet ol the srea included herein, or which well is dnmmg the area covered by this lease, the Lessee shall, within sixty (60) days sfer such initial provuction from the draining
well ur the well located within une thousand (1,000) feet from the area covered by this lease begin in good faith and prosecute diligently the drilling of an offset well un the urea covered by this
lease, and such offsct well shall be drilled 10 such depth as nuy be necessary 1o prevent the undue drainage of the area covered by this lease, and the Lessee, manager or driller shall use all means
necessary in 3 good fith effon w eke such offsel well produce oil and/or gas in connnercial quantities. Only upon the J of the C and with his written approval, nay the
payment of & compensatory ruyalty satisly the obligation (o drill an oflset well or wells required under this Paragraph.

9. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM: If, during the prunary term hereol and prior o discovery and production of oil or gas on smid land, Lessee
should dnll a dry hiole or holes thereon, or if during the prismary term hercof and afler the discovery and actus) 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 ion of prod; Lessee
sdditional drilling or reworking operations thercon, or pays or tenders the next annual delay rental in the same nunner as provided in this lease. 1f, during the last year of the pnmary term or
witliin siaty (60) days prior thereto, & dry hale be completed and abandoned, or the productis nfunl or gas should cease for any cause, Lessee's rights shall remain in full force and effect without
l’unlwr mnm until the expiration nnh: pnnury term; and |I' Lusu hu not d prod in paying ities at the expiration of the primary lerm, Lessce may maintain this lease by

ddi 1 drilling ar L graph 10, using the piration of the primary term as the date of cessation of production under Paragraph 10, Should the
first well or any subsequent well drilled on lhc abave du:nbod iud be mlﬂzd as a shut-in oil or gus well within the prunary term hereof, Lessee may resume payment of the annual rental in
thie 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 ol or gas weli and upon the failure o
nuke such payment, this lease shall ipso facto terminate. If at the expiration of the pnimary term or any time thereafler a shut-in oil or gas well is located on the leased preiuses payments may be
made in accordance with the shut-in provisions hereof.

10. CESSATION, DRILLING, AND REWORKING: LI, after the expiration of the primary term, pmdu:nun of oil or gas from the leased premises, after once obmised, should cease from
any cause, this lease shall not 1 if Lessee ditional drilling or reworking operations within sixty (60) days after such cessation, and this lease shall remain in full force and
eflect for 5o lonyg as such operations confinue 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 gus, 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 pay of shutin 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 nut terminate if the Lessee commences additional drilling or reworking operations withia sixty (60) days ufter the completion of the well as 3 dry hole, and this lease shall remain in effect so
long as Lessce i drilling or ki ions in good faith and in a workmanlike manner without interruptions totaling more than sixty (60) days. Lessee shall give wnitten notice 1o
the General Lund Ofice within thirty (30) dlyi nhny cessation of production.

11, SHUT-IN ROYALTIES: For purposes of this paragrapli, “well” means any well that bas been assigned a well number by the state agency haviny jurisdiction over the production of oil
and gas. I at any time afler the expiration of the primary term of o lease that, until being shut in, was being paintined i force and effect, a well capable of producing oil or gas in paying
quantitics 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
royslty an amount equal to $10,00 per acre, but not less than $1,200 & year for cach well capable of producing oil or gas in paying quantities. To be effective, each initial shit-in oil or gas royalty
musi be pn:mwbg{org (1) the expiration of the primary term, (2) 60 days afler the Lesse ceases to produce oil or gas from the leased premises, or (1) 60 days after Lessce completes a dnilling
or rdance with the lease provisions; whichever dale is latest If the shut-in oil or gas royalty is paid, the lease shall be considered 10 be a producing lease and the
payment shiall extend the m-mnnhe Iease for 3 period of onc year from the end of the prinary term, or from the first day of the mooth following the month in which produciion ceased, and, afler
thut, if no suitable production facilities or suitable market for the ol or gas exists, Lessee may extend the lease for four miore 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, dunng the period the lease is kept in effect by payment of the shut-in oil or gas royalty, oil or gas is sold and delivered in paying quantities from a
well located within one thousand (1,000) feet of the leased premises and completed in the same producing reservoir, or in any case in which drainage is occurming, the night (o continue to mainiain
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 mamtain the
lease for rouf more successive years by Lessee paying compensatory royally sl the royalty rate provided in the lease of the nurket value of production Grom the well causing the drainage or which
is conpleted in the same producing reservoir and within one thousand (1,000) feet of the leased premises. The compensatory royalty is 1o be p:ld monthly to the Conumssisner beginoing on or
belure the last day of U mumh rollowm: the month in which the oil or gas is produced from the well causing the drainage or that is compleled in the samme producing reserveir and located within
one thousand {1,000) feet of tie leased prenuses; if the compensatory royalty paid in any [2-month penod is in au amount less thay te annual shut-in q:! or gas luplly L.:m:v shall pay am
amount equal 1o the dilference within thirty (30) days from the end of the 12-momh penud amd noue of these provisions will relieve Lessee of the obliga of o nor the
obliganun to dnill ullset wells as provided in N RC. Scction 52,034, however, at the de ol the € , amd with the Comussiuner's writlen apptuval, the payment of
compensatory royaltics shall satisty the obligation w0 dnil offset wells. Conpeusatory royalty payments which are not tunely p;ld will accrue penalty and interest in sccondance with Paragraph §
of tns lease
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13, EXTENSIONS: If, at the expiration of the primury term of this lease, production uf oil or gas has not been oblained on the leased premises but drilling operations are being d
thereon in good faith and 1 b good and workmanlike manner, Lessee may, on or before the eapiration of the prmary tenm, file in the General Land Office written application to te Commissioner
of the General Land Office for a thirty (30) day extension of Lhis lease, accompanied by payment of Three Thousand Dollars (SJ 000.00) if this lease covers six hundied forty (640) acres or less
andd Six Thuusand Dollars ($6,000.00) if this lease covers imore thas six hundred forty (640) scres and the Commissioner shall, in writing, extend this lease for a thuty (30) day period from and
aller the :apmtmu of the primary term and 50 lony therealler as oil or gas is produced i paying quantities, provided further, that Lessee may, so long as such dniling operutions are being

ducted make like application and payment during any thirty (30) day extended period for an additional extensica of thinty (30) days and, upon receipt of such application and payment, the
Connissioner shall, in writing, agsin eatend this lease so that same shall remmin i force for such additional thirty (30) day penod and 5o long thereafter as oil or gas is produced i paying
quantities; provided, however, that this lease shall not be extended for more than a 1wl of tiree hundred ninety (390) days fom and after the expiration of the primary term unless production in
paying quantities has been obuined.

14. USE OF WATER; SURFACE: Lessee shall have the right to use waler produced ou 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 imigation purposes for water flood operations without the prior writtes consent of Lessor. Subject u its obhgzm 1] pny
surface damages, Lessee shall have the right o mnmhoflbemﬂnoﬁhh:dﬂmmybemmblymmryl'ordnllmllnd perating  wells and g and mark
production lhere&om. such use to be conducted under conditions of least injury 10 the surfuce of the land. Lessee shall pay surface damages in an amount set by the General Land Office r::
schedule which is effective on the date when the activity requiring the payment of surface danages occurs.

15. POLLUTION: In developing this area, Lessee shall use the highest degree of case and all proper safeguards 10 prevent pollution. Without linuting the foregoing, pollution of coastal
wetlands, natural waterways, nivers and umundcd water shall be prevented by rhc use nr:onuinmm facilities sufficient to prevent spillage, seepage or ground water contamination. In the event
of pollution, Lessee shall use all means at its di | to recapture all escay bons or other p and shall be responsible for all damage to public and private properties.

(A) UPLANDS: Lessce shall buld and mainin fences around its slush, swnp, and draiage pits wnd tank batteries 50 as to protect livestock against loss, dumage 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 wasic or garbage shall be allowed into Statc waters from any drilling or suppon vessels, production platiorm, 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 2 high traflic area on all vessels and manned platforms stating, “Discharge of any solid waste or garbage into Stule Waters from vessels or
platforns is strictly prohibited and may subject a State of Texas lease to forfeiture.” Such statement shall be in lettering of at least 17 in size.

(C) RIVERS: To the extent necessary (o prevent poliution, the provisions found in subsections (a) and (b) of this pargraph shall also apply to rivers and niverbeds

(D) PENALTY: Failure to comply with the requirements of this provision may result in the nuximwn pevalty allowed by law including forfeilure of the lease. Lissee shall be liable for the
damuges caused by such failure and any costs and expenses incurred in cleaning areas sffected by the discharged waste.

16. IDENTIFICATION MARKERS: Lessce shall erect, at a distaince not to exceed twenty-five (25) feet from each well on the premises covered by this lease, 4 legible sign an 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 1o the same tank
batlery, whether by individual flow line connections direct to the tank or tanks or by use of a multiple beader system, each line between each well and such tank or beader shall be legibly identified
at all umes, cither by a fimly attached tag or plate or an identification properly paisted on such line at a distance not lo exceed three (3) feet from such tank or header connection. Said signs, tags,
plutes or other identification markers shall be maintained in a legible condition throughout the term of this lcase

17, ASSIGNMENTS: The lease may be transferred at any tune; provided, however, that the liability of the transleror to properly discharge its obligation under the lease, including properly
pluggusg abandoned wells, removing platfonns or pipel of diation of jon at dnll sites shall pass 1o the transleree upon the prior wntten cousent ol the Comnmissioner of the
General Land Office. The Commissioner may maum: the feree 1o di financial ibility and sy require 2 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 cupy cetified to by the County Clerk of the county where the trunsfer is recorded must be
filed i the General Lund Ofice within ninety (90) days of the execution date, as provided by N.R.C. Section 52,0206, ucconpunied by the filing fee prescnbed by the Geaeral Land Office rules in
elleet on the date of receipt by the General Land Office of such transfer or certified copy thereof Every wrunsferee shall succeed 1o ull rights and be subject to all obligations, liabilities, und
petalties uwed W the Stute by the onginal lessee or any prior eree ol (he leuse, including uny liabilities to the sute for unpaid royalties

18, RELEASES: Lessee muy felinguish the rights granted hercunder 1o the State at auy time by recurdimyg the relinquishient in the county where this area is situated and filing the recorded
relinquishmnent or certilied copy of ssme in the General Land Otfice within ninety (90) days afler ats exceution accompansed by the filing fee prescribed by the General | and Office nules in cffect
un the date of receipt by the Generul Land Office of such relinquishment or certified copy thervol. Such relinuisiunent will not lave the effect of releasing Lessee from any liability therewfore
accrued in favor of the Sute.

19. LIEN: In uccordance with N.R.C. Section 52.136, the State shall have a first lien upon all o1l amd gas produced from the arca covered by Uus lease (0 secure paytuent of all unpaid royalty
an other sums of muney that may become duc under this lease. By accepuance of this lease, Lessee grants the Sute, in addition to the lien provided by N.R.C. Sectun 52.136 and any other
applicable statutory lien, an express contractual lien on and security interest in all leased minerals un and extracted from the leased premuses, all proceeds which may sccrue ©© Lessee from the sale
of such leased mincrals, whether such proceeds are held by Lessee or by a third party, and all fiatures on and urg 1w the leased p used in it with the production or
processing of such leased minerals in order to secure the payment of all royalties or other amuunts due or 10 beconwe due under this lease and to secure payment of any danuges or loss that Lessor
may sulfer by reason of Lessee's breach of any covenant or condition of this lease, whether express or implied  This lien and securily interest may be foreclosed with or withoul court proceedings
in the manner provided in the Title 1, Chapter 9 of the Texus Business and Comunerce Code. Lessee agrees thut the Commissioner nuy require Lessee 10 execute and record such instruinents as
may be reasonsbly necessary lo acknowledge, attach or perfect this lien. Lessee hereby represents that tiere are no prior or superior liens arising from and relating o Lussee’s activities upon the
above-desenbed property or from Lessee’s acquisition of this lease. Should the Commissioner at uny time determine that this representation is not true, then the Comnussioner nuy declare this
lease forfeited as provided herein.

20. FORFEITURE: If Lessee shall fail or refuse W make the payment of any sum withu thirty (30) days after 1t becomes due, or if Lessee of an autl d agent should gly make any
false return or falsc report concerning production or drilling, or if Lessee shall fail of refuse to drill any offset well or wells in good [aith as required by law and the rules ard regulations adopted by
ihe Commissioner of the General Land Office, or if Lessee should fail (o file reports in the manner required by law or fail to comply with rules and regulations promulgeied by the General Land
Offlice, the School Land Board, or the Railroad Commission, or refuse the proper authorify uccess to the records pertaining to operations, or if Lessee or an authonzed agent should knowingly fail
o refuse lo give comect information o 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 nol filed in the General Land Ofice as required by law, the rights acquired under

this lease shall be subject to forfeiture by the Commissi and he shall forfeit same when sufficieatly informed of the facts which authorize a forfeiture, and when forfeited the area shall again
be subject to lease to the highest bidder, under the same mguhnummulhn;menn'mluleorm 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 befure 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 sod regulations that may be
adopled relative hereto.

21. RIVERBED TRACTS: In the event this lease covers a riverbed, Lessce is hereby specilically granted the nght of eminent domain and condemnation as provided for in N.R.C. Sectnons
52,002.52,093, as a psnt of the considerution maving to Lessor for the covenants herein made by Lessee

2. APPLICABLE LAWS AND DRILLING RESI'RICTIONS. This lease shall be subject to all rules and regul and d m:mn. promulgated by the Commi of the
General Land Office go g drilling and prod on P Free School Land (specifically including any rules p J d that relate to plans of uperations), payment of
yalties, and auditi d and shall hc luh)ecl m all other valid statutes, rules, regulations, omrnnd emnana' that may urm operations under the provisions of this lease  Withowt
limiting th: wmhl.y of the foregoing, Lessee hereby agrees, by the ‘acceptance of this lease, 10 be bound by and subject to all y and regul pr jons relatiug 10 the General Land
Office's audit billing notice and audit b Savd p ions are currently found at 31 Texas Admunistrative Code, mpm 4, and Tenas Nlmnl Resources Code Sections 52.13%
and §2.137 through 52,180 In the event 1his lease covers land franchised or leased or otherwise used by 2 navigation district or by the United States for the purpose of navigation of other purpose
4
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wident to the uperation of a pon, then Lessee shall not be entiled 1o enter or possess such land without pnor spproval as provided under Section 61.117 of the Texas Water Code, but Lessee shall
be entitied W develup such land for ol and gas by d I drilling; provided, h , that no surfice drilling location nay be nearer than 660 feet and special permussion from the
Conumissioner of the General Land Office is necessury 1o make any surface location nearer than 2,160 feet measured at nght angles from the pearest bulkhesd line cr from the nearest dredged
bottom edge of any channel, slip, or tuming basin which has been authonzed by the United States as a federal project for future construction, whichever is nearer

23. REMOVAL OF EQUIFMENT: Upon the termination of this lease for any cause, Lessee shall not, i any event, be permitted to remove the casing or any pant of the equipment from any
producing, dry, or sbandoned well or wells mlboul the written consent of the Commussioner of the General Laud Office or his authorized vepm:nnnvc, nor shall Lessee, without the written

consent of said Commissioner or his auth ive remove from the leased premises the casing or any other equip materal, machi 1 of property owned by Lessee
and used by Lessee in the development and prodacuon of oil or gas therefrom until all dry or abandoned wells have been plugged and until all slush or refuse pits luvc been properly filled and all
broken or discarded lumber, machinery, or debnis shall have been d from the premises to the satisfaction of the said C i or his auth €.

P

24. FORCE MAJEURE: Should Lessee be prevented from complying with any express or implied covenant of this jease, from conducting drilling operations thereon, or from producing oil
and/or gas therefrom, after effon made in good faith, by reason of war, rebellion, nots, strikes, fires, acts of God or any order, rule or regulation of governmental authonity, thea while 50 prevented,
Lessee’s obligation to comply with such covenant shall be suspended upon proper and satisfactory proof p o the C 85 of the Geaeral Land Office in support of Lessec’s
contention and Lessee shall not be liable for damages [wh:hnbmtymw&(emp:mlkmuurm peraty ded 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 aoy such cause, from dnlling, rewudun; operations or producing oil and/or gas from the leased
premises; provided, however, that nothing herein shall be construed to suspend the payment of reptals during the primary or extended term, nor to abridge Lessee's right 1o a suspension under any
applicable statute of this State

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

26. REDUCTION OF PAYMENTS: If; during the primary termy, a portion of the land covered by this lease is included within the boundaries of 2 pooled unit that has been approved by the
School Land Board in sccordance with Natural Resources Code Sections 52.151-52.153, or if, at any tme after the expiration of the primary term or the extended tenn, this lease covers a lesser
number of scres than e 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, 5o 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
uf a pouled wiit, vz, if sfler the expiration ol the primary term, the aumber of acres actally retained and covered by this lease.

27. SUCCESSORS AND ASSIGNS: The ditions and agr berein shall eatend to and be binding upon the bewrs, of
ussigns of Lessee hercin,

18, ANTIQUITIES CODE: In the event that any leature of urcheol | ar hi | interest on P Scboul Fund Land is d during the iics authonzed by tis lease,
Lessce will immediately vease activities and will immediately notify the Geunl Land Office (ATTN. Archaeologist, Asset Manag Division, 1700 N. Congress Ave., Austin, Texas 78701)
and the Texas Historical Commussion (P.O. Box 12276, Austin, TX 78711) so that adeg may be undertaken to protect or recover such discoveries or findings, as appropnate. Lessee
is expressly placed on notice of the National Historical Preservation Act of 1966 (PB-89-66, 80 Suatute 915; 16 U.S.C.A, 470) and the Antiquities Code of Texas, Chapter 191, Tex. Nut Code
Ann (Vemon 1993 & Supp, 1998). On stau d land not dedicated to the P School Fund, lessee shall notify the Teaus Hs 1 Ce i before breaking ground at a project
location. An archacological survey might be required by the commission before construction of the project can commence. Further, in the event that any site, objecy, locution, antifact or other
feature of archacological, scientific, educational, cullural of historic iterest is encountered during the activities suthonze by this lease, lessee will immediately notify lessor and the Texas
Historical Comamssion su that adeguate measares nuay be undertaken 10 protect of recover such discovenes ur fundings, as appropniate.

29. VENUE: Lessor und lessee, including lessee’s successors und assigns, hereby agree that venue for any dispute ansing out of a provision of this lease, whether eapress or implicd, regarding
Interpretation uf s lease, or relating oy any way W this lease ur 10 applicable cuse luw, statules, or adiministrative rules, shall be i count of cumpetent junsdiction lovted i Travis Cownty, State
ol Texus

0. LEASE FILING: Funswant o Chapter ¥ of the Tea. Bus. & Com Code,this lease it be filed of recond ut the oflice ol the County Clerk i any cownty m wluch all or any pan of e
Jeasidd premises i located, aind centified copies thereof mmust be filed in the General Land Office. The prescnbed filiug fee shull sccompany the cernified copies sen (o the Genersl Land Otlice
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STATE O

COUNTY

INTES’

¢_Texas
or Jefferson

BEFORE ME, the undersigned authonty, on this day personally

G

BY:

TITLE:

DATE:

Marden Froperties, LP By
J. Murk Smith, President of
J. Mark Smith & Associates, Inc.
General Partner —
October 31, 2007

(CORPORATION ACKNOWLEDGMENT)

¢ J. Mark Smith

known (o me Lo be the person whose name is subscribed 1o the foregoing instrument,as__ President

J. Mark Smith & Associates Inc.

of

for the purposes and consideration therein expressed, in the capacity stated, and as the act and deed of said carporation.

Given under my hand and ses of office this the i 1s t day of _Q_Q_t_Q_b_er

und acknowledged to me that he executed the same

l?d‘n'r' itis filed of reg pfd in the county records and in the General Laud Office of the Stute of Texas

S € wif(‘ p (2% A_-QJL

STATE OF

i
o

COMMISSION EXPIRES

A.T\JENMFER DEATON
, NOTARY PUBLIC STATE OF TEXAS
09-28-2011

S o
o8 g

COUNTY OF

Belore roe, the undersigned autharity, on tis day personally uppeared

kiowii 10 me 10 be the persons whose nuimes are subscribed w Ose foreguing instranent,
sutne for the purpuses amd cungideration therein expressed

Ciiven under iy hamd ond seal uf ollice this die i

dayol

'y — :
Notary Public o and rmi’ﬂ._&lﬂ__g_t_lex CA S)

(INDIVIDUAL ACKNOWLEDGMENT)

and acknowledged w nwe Giat they executed the

0

Notary Public i aud for

Filed for record on the 5¢h  day of December
duly recorded on the _12th day of December yAD 2007 @ 3:00 0’clock P .M.

By_m 0 UMW, Deputy

,A.D. 2007 @12:00 o’clock P .M. and

LINDA McDONALD, COUNTY CLERK
CULBERSON COUNTY, TEXAS

&y LINDA McDONALD, COUNTY CLERK
4lF, @ Cui . TEXAS
BY ﬂﬂh‘wt—.._)-/-/jm_ DEPUTY
.}
. ..
L
o e o @ . e -
e - LB
o e o .. .
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CERTIFIED TRUE AND CORRECT COPY CERTIFICATE
STATE OF TEXAS
COUNTY OF CULBERSON

The above and foregoing is a full, true and correct photographic copy of the
onginal record now in.my lawful and possession, as the same is
hled’recordea in me&j_&uzz ecords of my office, found
inVOL. Q ,PAGE &/&7

7 lherebyoemhedoni M Zeos

‘5‘”\ 7~ DEPUTY
-




CHESAPEAKE OPERATING, INC. PO. BOX 18496 OKLAHOMA CITY, OK 73154
LEASE OBLIGATION DEPOSIT RECEIPT

: . ea
VE HAVE THIS DAY  SEPTEMBER 12, 2008 TENDERED TO W
COMMISSIONER OF THE GENERAL LAND 5 °.
(LT T
"HE SUM OF $3,200.00 DOLLARS FOR THE CREDIT OF PARTY OR PARTIES NAMED BELOW '" g
N AMOUNT STATED PURSUANT TO THE TERMS OF THE LEASE IDENTIFIED HEREIN, FOR THE PERIOD FROM L it
10/22008 TO 1022000 COVERING LESSOR'S INTEREST IN LAND DESCRIBED AS: ¢
Survey: PUBLIC SCHOOL LAND Block/Suffix: 111 Section: 13  Abstract: 1978 Short Desc: ALL OF SEC 13, BLK 111, PSLS .: ':'.
LA R
OI. ‘.
fMENT RENTAL
ASE NUMBER TX2810008-000 LEASE DATE:  10/2/2007 PROSPECT.  WILD HORSE
CORDED: BOOK g5 PAGE 4587 ENTRY NUMBER: 62984 COUNTY/PARISH CULBERSON STATE TX
3 CREDIT OF: AMOUNT
017397 COMMISSIONER OF THE GENERAL LAND
OFFICE OF THE STATE OF TEXAS Acct: 3.200.00
STEPHEN F. AUSTIN BUILDING ST/TX - M-108403/$5.00/AC
1700 NORTH CONGRESS, SUITE 600
AUSTIN, TX 78701
COPY FOR
YOUR RECORDS
IMPORTANT P—_—
3,200.00
1 attached check is for the person(s) named above. Please date, sign .
I return the attached receipts on the day you receive it. If directed to Date Received : : P‘ r FGR gﬁﬁ;é&%\flct? 0.00
ank, please deposit the amount to the credit fo the person(s) named :
e and date, sign and return the receipt on the day you receive it. If Sign Here Grand Total 3.200.00
respondence required, please make reference to lease number. U | It ! '
By Check No. 37019

CHESAPEAKE OPERATING, INC.
DELAY RENTAL ACCOUNT
PO. BOX 18496
OKLAHOMA CITY, OK 73154
405/848-8000

"""'""""'"“'3.200

*DOLLARS * Q0 *CENTS

PAY

TO COMMISSIONER OF THE GENERAL LAND

THE OFFICE OF THE STATE OF TEXAS
ORDER STEPHEN F. AUSTIN BUILDING

OF 1700 NORTH CONGRESS, SUITE 600

AUSTIN, TX 78701

DATE
08/12/2008

BANK OF OKLAHOMA, N.A.
OKLAHOMA CITY, OK

39-13/1030

37019

AMOUNT
$3,200.00

E ! CHESAPEAKE OPERATING, JNC.

v

v
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TEXAS GENERAL LAND OFFICE

JERRY PATTERSON, COMMISSIONER

March 26, 2010 Certified Mail #70070710000053804794

Chesapeake Operating, Inc.
Attn: Land Department

PO Box 18496

Oklahoma City, OK 73154

RE: MF 108403, Sec. 13, Blk. 111, Public School Land Survey, Culberson County, Texas
MF 108404, E/2 of Sec. 20, Blk. 45, Public School Land Survey, Culberson County,
Texas

MF 108405, W/2 of NW/4 of Sec. 29, Blk. 45, Public School Land Survey, Culberson
County, Texas

To Whom It May Concern:

Our records indicate that the captioned lease has terminated for failure to pay the delay rental due
October 2, 2009.

According to our files you are the record leaseholder under this lease. You have 30 days from
receipt of this letter in which to present evidence and convince the General Land Office that a
termination has not occurred. If such evidence has not been presented at the expiration of the 30-
day period, the mineral file shall be endorsed “terminated.”

Any well on these tracts should be plugged and abandoned in accordance with Railroad
Commission Rules and Regulations. The General Land Office will actively oppose any action to
avoid or postpone compliance with these requirements. Pursuant to the Texas Administrative
Code, a recorded original or certified copy of a Release of the State Oil and Gas Lease must be
filed with our office within 90 days along with a processing fee of $25.00 per document sent to
the attention of Beverly Boyd.

If you have any questions regarding this assessment please feel free to contact me.

Sincerely,

Qo d > A Guro

Deborah A. Cantu

Mineral Leasing, Energy Resources
512-305-8598
512-475-1543 (fax)

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

www.glo.state.tx.us



File No. 1084903

Termigetion |t

Date Filed: _e3l3¢ |10

Jerry E. Parterson, Commissioner

By
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RELEASE OF OIL AND GAS LEASES

STATE OF TEXAS )
) SS
COUNTY OF CULBERSON )

CHESAPEAKE EXPLORATION, L.L.C., successor by merger to Chesapeake
Exploration Limited Partnership, whose address is P. O. Box 18496, Oklahoma City,
Oklahoma, 73154-0496, does hereby release, relinquish and surrender all its right, title
and interest in and to those certain Oil and Gas Leases located in Culberson County,
Texas, and described as follows:

SEE EXHIBIT "A" ATTACHED HERETO

IN WITNESS WHEREOF, the undersigned owner and Lessee has signed this

instrument this /ﬂdayof %L&L{L , 2010.

CHESAPEAKE EXPLORATION, L.L.C.,

By: o
Henry J. Hood, Seniqc/ﬁcefpresident - Land
and Legal & General Counsel W o
N Cor
STATE OF OKLAHOMA )
) ss:
COUNTY OF OKLAHOMA )

//This _ipstrument was acknowledged before me on this (; S(Z Eday of
~ , 2010., by Henry J. Hood, as Senior Vice President - Land and Legal
& Gereral Counsel of Chesapeake Exploratlon L.L.C. on beh/lf of said limited Ilablhty

company. ?é%@mj

Nota \P‘dbli'é'{,' ’f?rf;,,/
My Commission Expires: g//‘g%/e)/ O o SR
Commission Number: 9 £ /> S )—

A CEATIFIED COPY

’Wi“ | \RHBI™

ATTEST:
CA N U

LME MIDONALD, COUNTY CLERK
CULBERSON CQUNTY, TEXAS

Page 1 of 2



EXHIBIT "A"

ATTACHED TO AND BY REFERENCE MADE A PART OF THAT CERTAIN RELEASE OF OIL

AND GAS LEASES DATED @2& /5 , 2010, BY CHESAPEAKE EXPLORATION,

L.L.C.

All of the following lands and leases are located Culberson County, Texas:

Lessor Lessee Lease Date Description Recorded | State Lease #
Vol/Page (if applicable)
Commissioner of Marden October 2, | 640 Acres located in 95/467 M-108403
the General Land | Properties, 2007 Section 13, Block
Office and/or the LP, 111, Public School
School Land Land Survey
Board
Commissioner of Marden October 2, | 320 Acres located in 95/473 M-108404
the General Land | Properties, 2007 Section 20, Block
Office and/or the LR, 45, Public School
School Land Land Survey
Board
Commissioner of Marden October 2, 80 Acres located in 95/479 M-108405
the General Land | Properties, 2007 Section 29, Block |
Office and/or the L.P. 45, Public School e JL"
School Land Land Survey
Board i W

END OF EXHIBIT "A"

W:\Permian_South\Levescy\Releases\TX2810008-000 - TX2810010-000.doc

A CERTIFIED COPY

IF IT BEARS THE L OF T‘tE C(ﬁﬁ] shcHK
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LINGS McDONALD, COUNTY CLERK
CULBERSON COUNTY, TEXAS”

BY g DEPUTY

Page 2 of 2
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File No.__ M £/ 08</DA

Lidooee

Date Filed: L2810

Jerry E. Patrerson, Commissioner

By @%d

«,



