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For GLO Use Only

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: T Zip:

(Include +4 Code)
Telephone: (409) 833-3133

County(ies): | n Survey/Area:

(If Applicable)

: 29: W/2 of

(If Applicable)

(A) Bonus Amount ($) 48,640.00

$608.00 Per Acre= Forty-Eight Thousand Six Hundred Forty-------===-====-ncuu--
(type/print above)

(B) Sales Fee Amount ($) 729.60

Seven Hundred Twenty-Nine & 60/100
(type/print above)

This Sales Fee is 1'2% of the cash bonus as provided in Section 32.110 of the
Natural Resources Code as amended.

APPLICANT NAME BONUS AMOUNT ONLY (A)
(Do include sales fee)

%
Marden Properties, L.P. .48,640.00 00
(same as above) | C’)\j\

mﬂtnumber)
Q
S
(signature) -
o

Zachary W. Anderson X, l v
(type/print name) ) N 7 &C‘(



J. MARK SMITH, INC. - DRAFT ACCOUNT 333
SC OF TR &Lb. o[2fo 4B byo™=

MEL Gk



|

e

File No.

/chﬂj’/ ’P/Vz(_)
Date Filed: O/ A7

JmPattermn éomr(mmnu




Lease Form
Revised 10/99

Surveyed School Land @b e

Austin, Texas

OIL AND GAS LEASE
NO. M-108405

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:

WEST ONE-HALF OF NORTHWEST ONE-QUARTER (W/2 OF NW/4) OF SECTION 29, BLOCK 45, PUBLIC SCHOOL LAND SURVEY, CULBERSON COUNTY, TEXAS,
CONTAINING APPROXIMATELY 80 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 Octaber, 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, hercinafter 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, 1, Jerry E. Patterson, Commissioner of the General Land Office of the State of Texas, hereinafter sometimes referred to as "Lessor,” whose address is Austin, Texas, by
virtue of the authority vested in me and in consideration of the payment by the hereinafter designated Lessee, the sum of Forty-Eight Thousand Six Hundred Forty And 00/100 Dollars
($48,640.00), 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.

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

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

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

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

(A) OIL: As a royalty on oil, which is defined as including all hydrocarbons produced in a liquid form at the mouth of the well and also all condensate, distillate, and other liquid
hydrocarbons recovered from oil or gas run through a separator or other equipment, as 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 1is 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) VARIABLE ROYALTY: (i) Subject to the other provisions of this lease, it is hereby provided that in the event production in paying quantities is established pursuant to the terms of
this lease and such production is brought on line and sales thereof are commenced within eighteen (18) months of the effective date hereof, the royalty rate provided herein shall be reduced to
20%, and shall apply to each subsequent well drilled and produced on the land covered by this lease. Provided that, if during such eighteen (18) month term during which Lessee may earn 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 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.

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

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

(G) ROYALTY IN KIND: Notwithstanding anything 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 royalties not taken in kind shall be paid to the Commissioner of the General Land Office at Austin, Texas, in the following manner:

Payment of royalty on production of 0il 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 penaity 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 Commussioner 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
mspection and examination by the Cc 1551 of the G | Land Office, the Attomney General, the Govemor, or the representative of any of them.

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



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

7. RETAINED ACREAGE: Notwithstanding any provision of this lease to the contrary, after a well producing or capable of producing oil or gas has been completed on the leased premises,
Lessee shall exercise the diligence of a reasonably prudent operator in drilling such additional well or wells as may be reasonably necessary for the proper development of the leased premuses 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 governmental authonity having jurisdiction. Within 90 days of a
partial termination of this lease in accordance with this subparagraph and upon payment of the minimum filing fee set by General Land Office rules in effect at the time of the partial termination,
Lessee shall have the right to obtain a surface lease for ingress and egress on and across the terminated portion of the leased premises as may be reasonably necessary for the continued operation of
the portions of the lease remaining in force and effect. If Lessee fails to apply for a surface lease within the 90 day period specified above, Lessee may apply for a surface lease from the Land
Office, but the Land Commissioner has the discretion to grant or deny such application and to set the fee for such surface lease.

(B) HORIZONTAL: In the event this lease is in force and effect two (2) years after the expiration date of the primary or extended term it shall further terminate as to all depths below 100
feet below the total depth drilled (hereinafter "decper 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 afier the effective date of the partial termination provisions hereof, the applicable field rules are changed or the well or
wells located thereon are reclassified so that less acreage is thereafter allocated to said well or wells for production purposes, this lease shall thereupon terminate as to all acreage not thereafter
allocated to said well or wells for production purposes.

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

9. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM: If, during the primary term hereof and prior to discovery and production of oil or gas on said land, Lessee
should dnill a dry hole or holes thereon, or if during the primary term hereof and after the discovery and actual production of oil or gas from the leased premises such production thereof should
cease from any cause, this lease shall not terminate if on or before the expiration of sixty (60) days from date of completion of said dry hole or cessation of production Lessee commences
additional drilling or reworking operations thereon, or pays or tenders the next annual delay rental in the same manner as provided in this lease. If, during the last year of the primary term or
within sixty (60) days prior thereto, a dry hole be completed and abandoned, or the production of oil or gas should cease for any cause, Lessee's rights shall remain in full force and effect without
further operations until the expiration of the primary term; and if Lessee has not resumed production in paying quantities at the expiration of the pnimary 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 drilling or reworking operations result in
the production of oil or gas, the lease shall remain in full force and effect for so long as oil or gas is produced from the leased premises in paying quantities or payment of shut-in oil or gas well
royalties or payment of compensatory royalties is made as provided herein or as provided by law. If the drilling or reworking operations result in the completion of a well as a dry hole, the lease
will not terminate if the Lessee commences additional drilling or reworking operations within sixty (60) days after the completion of the well as a dry hole, and this lease shall remain in effect so
long as Lessee continues drilling or reworking operations in good faith and in a workmanlike manner without interruptions totaling more than sixty (60) days. Lessee shall give written notice to
the General Land Office within thirty (30) days of any cessation of production.

11. SHUT-IN ROYALTIES: For purposes of this paragraph, "well" means any well that has been assigned a well number by the state agency having jurisdiction over the production of oil
and gas. If at any time after the expiration of the primary term of a lease that, until being shut in, was being maintained in force and effect, a well capable of producing oil or gas in paying
quantities is located on the leased premises, but oil or gas is not being produced for lack of suitable production facilities or lack of a suitable market, then Lessee may pay as a shut-in oil or gas
royalty an amount equal to $10.00 per acre, but not less than 51,200 a year for each well capable of producing oil or gas in paying quantities. To be effective, each mitial shut-in oil or gas rovalty
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 quantitics 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 i 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 writien 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 covers six hundred forty (640) acres or less
and Six Thousand Dollars (36,000.00) 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 drlling 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: Lessee may relinquish the rights granted hereunder to the State at any time by recording the relinquishment in the county where this area is situated and filing the recorded
relinquishment or certified copy of same in the General Land Office within ninety (90) days after its execution accompanied by the filing fee prescribed by the General Land Office rules in effect
on the date of receipt by the General Land Office of such relinquishment or certified copy thereof. Such relinquishment will not have the effect of releasing Lessee from any liability theretofore
accrued in favor of the State.

19. LIEN: In accordance with N.R.C. Section 52.136, the State shall have a first lien upon all oil and gas produced from the area covered by this lease to secure payment of all unpaid royalty
and other sums of money that may become due under this lease. By acceptance of this lease, Lessee grants the State, in addition to the lien provided by N.R.C. Section 52.136 and any other
applicable statutory lien, an express contractual lien on and security interest in all leased minerals in and extracted from the leased premises, all proceeds which may accrue to Lessee from the sale
of such leased minerals, whether such proceeds are held by Lessee or by a third party, and all fixtures on and improvements to the leased premises used in connection with the production or
processing of such leased minerals in order to secure the payment of all royalties or other amounts due or to become due under this lease and to secure payment of any damages or loss that Lessor
may suffer by reason of Lessee’s breach of any covenant or condition of this lease, whether express or implied. This lien and security interest may be foreclosed with or without court proceedings
in the manner provided in the Title 1, Chapter 9 of the Texas Business and Commerce Code. Lessee agrees that the Commissioner may require Lessee to execute and record such instruments as
may be reasonably necessary to acknowledge, attach or perfect this lien. Lessee hereby represents that there are no prior or superior liens 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 Commuissioner 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 tuming 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, matenial, machinery, appliances or property owned by Lessee
and used by Lessee in the development and production of oil or gas therefrom until all dry or abandoned wells have been plugged and until all slush or refuse pits have been properly filled and all
broken or discarded lumber, machinery, or debris shall have been removed from the premises to the satisfaction of the said Commissioner or his authorized representative.

24. FORCE MAJEURE: Should Lessee be prevented from complying with any express or implied covenant of this lease, from conducting drilling operations thereon, or from producing oil
and/or gas therefrom, afler effort made in good faith, by reason of war, rebellion, riots, strikes, fires, acts of Ged 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 oil, gas, and other hydrocarbons produced from
said lease. This includes, but is not limited to, the installation of all necessary equipment, seals, locks, or other appropriate protective devices on or at all access points at the lease's production,
gathering and storage systems where theft of hydrocarbons can occur. Lessee shall be liable for the loss of any hydrocarbons resulting from theft and shall pay the State of Texas royalties thereon
as provided herein on all oil, gas or other hydrocarbons lost by reason of theft.

26. REDUCTION OF PAYMENTS: If, during the primary term, a portion of the land covered by this lease is included within the 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, exceutors, administrators, Suceessors 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 archaeological survey might be required by the commission before construction of the project can commence. Further, in the event that any site, object, location, artifact or other
feature of 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 Jocated in Travis County, State
of Texas.

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

1\ X LESSEE
) \ \'E‘ BY:
‘Q- o Q__::F: TITLE:
@ \E DATE:

'HEREOF, witness the signature of the Commissioner of the General Land Office of the State of Texas under the seal of the General Land Office.

r

) Vj@ g
[
E.. Pattcrsoé, C

COMMISSIONER OF THE GENERAL LAND OFFICE

OF THE STATE OF TEXAS
= ) APPROVED
Z o D Contents _____
2 = 4 Legal _____
= = e
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
d, in the capacity stated, and as the act and deed of said corporation.
Given under my hand and seal of office this the

for the purposes and consideration therein

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 1o 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

TEXADS

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.
416, which has been assigned the lease number M-108405.

State Lease M-108405 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,

27

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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Leuse Form
Revised 1099
Surveyed School Land

Qustin, Texas

OIL AND GAS LEASE
NCL M-10K4058

WHEREAS, pursuan! o tie Teans Natural Kesources Code Clapters 32, 33, 51, and Clspter 52, Subchupters A-D uid W, (suid Code being herealter referred to as NRC), and subject to ull
rules and regulations promulgated by the Connussioner ol e Genersl Land Ollive andvor the School Laud Buand pursuant tereto, and all vthier applicable swiutes aud anendnents w said
N.R.C., the folluwung srey, Ww-wit

WEST ONE-HALF OF NOKTHWEST ONE-QUARTER (Wi2 OF NW/d) OF SECTION 29, BLOCK 48, FUBLIC SCHOOL LAND SURVEY, CULBERSON COUNTY, TEXAS,
CONTAINING APPROXIMATELY 30 ACRES, AS SHOWN ON THE OFFICIAL MAP OF CULHERSON COUNTY, TEXAS NOW ON FILE IN THE TEXAS GENERAL
LAND OFFICE, AUSTIN, TEXAS,

was, aller being duly sdvertised, ollered for lease un the 2 day of October, 2007, at 10:00 o'clock a.m,, by Use Cununissioner of the Generul Land Office of the State of Texas and the Schovl
Land Board of the State uf Texas, for the sole and only purpose ul prospecting and drilling for, and producing oil and/or gus that nmy be found and produced from the ubove described area; and

WHEREAS, ufter all bids und remittances which were received up (o suid tume have been duly dered by the Ci i of the General Land Office and the 3chool Land Board at
regular meeting thereof in the General Land Office, on the 2* day of October, 2007, hereinafter the “effective dute” and it was found and determined that MARDEN PROPERTIES, L.I.
whose address is 6 BAYOU BRANDT, BEAUMONT, TEXAS 77706 had offered the highest and best bid for u lease of the areu sbove desenbed and is, thereflore, entitled 1o receive » lease
thereun:

NOW, THEREFORE, |, Jesry E Patierson, Comnussioner of the General Land Office of the State of Tenas, hereinifller sometimes referred to as "Lesor,” whose sudiess is Austin, Texas, by
virue of the suthority vested in me and in donsideration of the payment by the b:t:uuflu dcuumwd l..usu: the sum of Forty-Eight Thousand Six Hundred Forty And 00/100 Dollars
(548,640.00), receipt of which is hereby acknowledged and of the royal and d and hereby agreed to be paid, observed and perfonved by Lessee, do
hereby demise, grant, lease and let unto the above wned bidder the exclusi ngluw, pect for, produce and take oil and/or gas from the aforesaid area upon the following lenms snd
conditious, lo-wit:

1. RESERVATION: There is hereby eacepied and reserved to Lessor the full use of the property covered bereby and all rights with respect to the swiace and subsusface thereof for any and
all purposes except thase grasnted and to the extent herein granted 1o Lessee, together with the rights of ingress and egress and use of said lands by Lessor and its minera) lessees, for purposes of
eaploring for and producing the minerals which are not covered, or which nmay not be covered i the future, under the lenns of this lease, but which mmay be located witlun the surface boundanes
af the lessed urea. All of the rights u and 10 the leased premises retained by Lessor and all of tie rights in and to the leased premises granted o Lessee bereia shall be eacreised in such 3 manner
that neither shall unduly interfere with the operations of the other.

2, TERM: Subject to Uie oler provisions hiereof, Wi loase shall be for a term of five (5) years from the eflective date hereof (herein called “primary termi) and as lony thereatler as oil or
gas 15 produced i payuig quantitics from said area

3. DELAY RENTALS: I 1o well is commenced on the land hereby leased on or before the anniversary date of ths lease, thus lease shall temmunate as 16 both parties unless the Lessee on o
befure suid date shall pay or lender (o the Commssioner of the General Land Office of the State of Texas at Austin, Texas, the amount specified in the following schedule nultiplicd by the
tanber of acres in the prenuses, which shall operate as a rental and cover the privilege of defemng the commencement of s well for twelve (12) months from ssid date. In like nunner and upon

payments or tenders of set out in the following schedule, the of a well may be further defered for a like penod of the same number of months.
Auiversary Dalg
First $ 5.00
Second 5500
Thurd $25.00
Fouth $25.00

4. PRODUCTION ROYALTIES: Subject to the provisions [or royalty reductiuns set out in subparagraph (E) of this paragraph 4, upon production ol oil and/or gus, the Lessee ugrees 1o pay
ar cause w be paid 10 the Commissioner of tie General Land Office in Austin, Teaas, for the use sud benelit uf the State ol Texas, during the tenn hereul:

(A) OIL: As a royshy on oil, which is defined as including all hydrocarbons produced in 3 liquid fonn gt e nouth of the well and alsw all condensate, distillste, aixd other fiyuid
hydrocarbons recovered (o oil ur gas run through o separator of othier equipisent, as beresmaller provided, 14 pan of tie gross productivn o te iarkel value teweal, an the option of e
Lessor, such value W be detennined by 1) the highest posted price, plus premiuny, if any, offered or paid for wil, coodensate, distillate, ur other iquid hydiucarbuns, respectively, ol'a like type aid
gravity i the geueral arca where produced and when run, or 2) the highest iarket price Wereofl otfered or pand i the general arca where produced and wheu nas, or 3) e gross proceeds ol the
sule thereol, wlichever is the greater  Lessee agrees that belure uny gas produced frem the land bereby leased iy suld, wsed ur processed i g plant, it will be nui [ree of vost 10 Lessor thivugh au
adequate wil and gas separator of conventivnal type ur uther equipitient at least a3 eflicieut tw the end that all ligud hydrocstbons recoverable from the gas by such ieans will be recovered. Upon
wiitten consent ol Lessor, the requuredinent Uit suich gas be nwi Urough such a separator or other equipment tay be wiived upon such ems and conditions as presenbed by Lessor

(1) NON-PROCESSED GAS: As a ruyalty oi uny gos (neluding ared gas), wlueh 15 delied as all byd buis and guseous subswances not delined us uil w subparsgraph (A) above,
produced trom any well on said Ll (eacept a3 provided hecem wilh respect 1 gus processed W plant for the eatruction of gusoline, liquid hydrocarbons or uther prodints) 14 part ol the gross
production or tie iarket value thereol, at tie option vl the Lessur, such value to be based on the hughest murkel price puid or uffered for gas of comparable quality w Ui general area where
produced and when run, ut e gross price puid or ollered 1 tie producer, whichever is greater provided Wit te masinium pressure base in measurig e gas under this lease contruct shall not
winy time exceed 14,65 pounds per square ich absolute, and the dard base ey shinll be sixty (60) degrees Fuhrenhieil, correction 1o be imade fur pressure socordurg o Boyle's Law,
and for specilic gravity secording 1o test nude by the Balance Method ur by the most approved methud of testing being used by the industry at the time of testing,
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(C) PROCESSED GAS:  As a royulty uni any gas processed in g gasoline plant or other plant for the tecovery of gasoline or otber liguid hydrucarbons, 14 pant of the residue gas and the
liguid hydrucarbons extracted o the tarket value thereof, at the option of the Lessor All ruyaltics due erem shall be based on une hundted percent (100%) of the total plant production of residue
gas altributable to gas produced from tis lease, and on Gy percent (S0%) vr Ut peroent secruing to Lessee, whichever is tie greater, ol the totad plant production of liquid yd bas,
attributable to the gas produced from this leuse; provided that if Tiguid hydrocarbons are recovered from gas provessed i o plant in which Lessee (or its purent, subsibiary or ulfilisie) owns an
wnterest, then the percentige applicable 1o liyuid hydrocarbons shall be fifly percen (50%) or the highest percent sccrung to o third party processing gas trough such plant under 3 processing
wgrecient ivgutiated at ams’ lengih (or if tiere s po such third panty, the highest percent Uien being specified in processing sgreenients or contracts in the mdustry), whichever is the greater. The
respective ruyalties on residue gas wnd on liyuid hydrocarboos shall be deterised by 1) the highest narket price puid or offered for atly gos (or liquid hydrocarbons) of camparable quulity in the
peneral ures ot 2) the gross price paid of oflkred for such residue gas (or the weighted average gross selling prive fur te respective grades of liquid bydrocarbous), whuhever is the greater. In no
evehl, howeves, shall e rwoyalies payable under Uus puragraph be less than e royalties which would have been due lud e gus not beeo processed.

() OUTHER PRODUCTS: As a royulty on carbon black, sulphur or auy ulber prod d or fi from gas (; ptung hquid hydrocuitons) whether said gas be
“casmghead,” "dry” or any other gas, by fractionating, burning or uny other processing, 14 port of pus: production of such products, or the markel value thereof, at the option of Lessor, such
nmarkel value 1o be determined as follows:

(1) On the basis of the highest market pnce of each product, dunng the same month i which such product is produced, or
(2) On e busis of the averige yross sale price of euch produet for the sare mouth in which such products are produced; whicl is the greater.

(E) VARIABLE ROYALTY: (i) Subject to the other pravisions of this lease, it is hereby provided that in the event production in paying quantities is established to the temis of
this lease and such production is brought on line and sales thereof are commenced within eighteen (18) months of the eﬂ'echvc date hereof, the royalty rate provided hereln shall be reduced to
20%, and shall apply to vach 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 ear a
reduced royalty rate of 20% as herein provided, Lessee should drill in good faith and conmplete 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 1o eam a reduced royalty rate by giving notice to the Commussioner of the Geueral Land Office, g dnilling 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 pleting same so that production in paying ities 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.

(1) In the event production in paying q 1es 1S ished pursuant to the ters of this lease aud such production is brought on line and sales thereof are commenced after the expiration
of eighteen (18) months from the e(Tective date hereofl but prior to the eapiration of twenty-fowur (24) months from the effective date hereof, the royalty rate provided lierein shall be reduced o
22.5% and shall apply tw 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 cam a reduced
mynlry rate of 22.5% as lierem provided, Lessee should drill in goud 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 10 eam o reduced royalty rate by giving notice to the Commissioner of the General Land Office, wnmumg drilling operations on an additional well prior to the
expiration of such three (3) month period and prosecuting diligently and in good fith the drilling of such sdditional well and completing same so that production in prying quantities is estblished
and so that such production is brought on line and sales thereof are commenced prior to the eapiration of such three (3) month extension pcnod

(F) NO DEDUCTIONS: Lessee agrees that all royaliies accruing to Lessor under this lease shull be withuut deduction for the cost of producivy, transporting, and otherwise makiny the oil,
gos and other products produced hereunder ready for sale or use.

(C) ROYALTY IN KIND: ith di hing. d heremn to the contrary, Lessor uay, at its option, upon not less than 60 days notice o Lessee, require at any time or from
e o time that payment of ull or.any mynllmi n:ntum; 1o Lessor under tus lease be nade in kind withow deduction for the cost of producing, gathering, sluring, separating, treating,
dehydriting, P 1 1 and otherwise nuking the oil, gas und otier products produced hereunder ready for sale o use, Lessor's right to take ifs royalty in kind shall nat

diminish or negate Luwr‘: rights or L.cssecs uhlu;alrous whether express or implied, under Uns lease.

(H) PLANT FUEL AND RECYCLED GAb No ruyalty shall be payable on any gas as nay represent tus lease’s proportionate shure of any fuel used (o process gas produced herewder
T any pr ing plant. Notwitl Jig anyh et hiereinn (o the contrary, and subject tu the consent it writing of the Conunissioner of the General Land Office, Lessee may recycle gas
Tor gas |ifl purposes on tse leased prenuses uller mr liquid hydrocarbuns contained in e gus bave been renoved, and no royalties shall be paysble on the gas so recycled until such time as the

sane nay therealler be produced and sold or used by Lessee i such manner 95 10 entite Lessor tu a royalty thereun under the royalty provisions of this lease.

(1) MINIMUM ROYALTY: During any year sller the expiration of the prinary term ul Uis lense, iF s lease is mai d by production, the royulties paid to Lessor in no event shall be
less thas an amount equal v $5.00 per acre; otherwise, there shall be due and payable on or before the lust day of the month succeeding the amniversary date of this lease a sum equal 10 §5.00 per
aere fess the anwunt of royalties paid during the preceding year.

() MARGINAL FROBUCTION ROYALTY: Upuon Lessee’s written application, e School Land Bustd nay reduce the royalty rate set out in Uiis paragraph and/or the minimum
royalty set out i subparagraph 4 (1) o extend the economc life of s lease and encourage recovery ol oil or gas that might vtherwise ramin wuecovered. Asy such royalty reduction nust
confur to the requirements of any Schouol Land Board sumimstrative rules on this subject. Royalty iay not be reduced below the applicuble swiutory sunimunt

5. ROYALTY FAYMENTS AND REPOIIES. All toyulties not taken in kind shall be puid o the Conwissivaier of te General Land Oflice at Austin, Teaus, u the fullowing nunner:

Puytnent of reyalty un production of oil aid gas shall be as provided w the rules set lorth i the Texas Regisier Rules varrently provide that royalty on ail is due sid must be received 1 the
CGieneral Land OTice v or belure the Sth day of the sevond month succeedmg the tnnth of productun, and royslly it gas s due and must be received i the Geoeral Leod Olfice on or belure the
15th day of te second nuonth succeeding the month ol production, secunpanied by the allidavit uf the owner, nunager or other suthurized sgent, complered ui the form and nisnner preseribed by
thie Generul Land O ee and showing the gross scunt aid dispusition ol all vl s gus produced aind the narket value of tie vil sid gas, wygethicr with 3 copy of all du wims, reconds ur repurts
o g the gross production, disposition aind narket value eluding gas meler readings, pipeline receipts, gas line receipts and other cliecks ur menwrunda of smuunt produced and put o
pelines, tanks, or pools and gos lines or gus storage, amd any otlier repurts of records whoel the General Land Office nay require to verily the gross producton, dispusion and narket value. In
all cases the authority of o namager ur agent o act or the Lessee Tieremn must be filed n the General Lund Office, Lach ruyalty puynent shall be sccompunied by s check stub, schedule, sununary
or uther remitfance advice showiig by e sssigied Genenl Land OfTice lease nunber the amount ol royally being puid o each lease. [f Lessee pays lus royalty on or belore thiny (30) days afler
the ruyitlty payroent was due, then Lessee owes a penalty of $% on the royaity or $25.00, whicliever 15 gresier. A ruyalty payient whicli is uver thirty (J0) days late shsll acerue a penalty of 10%
of e ruyalty due or $25.00 whichever is greater. I addition (o a penalty, royalties shall accrue uterest at a rate of 12% per yeur, such nterest will begu accruing wiheu the royalty s sinty (60)
duys overdue Affidavits sid supporting docunents wiuch ure not filed when due shiall meur u peialty i an anunt set by the Geoeral Land Office sdnunistrative rule which is effective on the
dute when the ullidavits or suppurting docunents were due. The Lessee shall bear all responsibility for puying or causing royalties to be paid us prescribed by the Jue dute provided herein
Payment of the delinquericy penalty shall i no way operate to prolubit the State’s nght of forfeiture us provided by law nor uct to postpone the date on wiuch royalties were originally due. The
above penalty provisions shall not apply in cases of title dispute as (o the State’s portion of the royalry of to that pertion of the royalty in dispute as to fair nmrket value

6. (A) RESERVES, CONTRACTS AND OTHER RECORDS: Lessee shull wnnuully furmsh the C of the General Land Office with its best possible estunate of o1l und gas
reserves underlying this lease or allocable to this lease and shall furnish said Commissioner with copies of all comm.ls under which gas s sold or p d and all subseg 1oy and
amendments 1o such contracts within thirty (30) days aller entering into or making such contra d: Such md when ived by the General Land
Office shall be held in conlidence by the General Land Office unless otherwise authorized by Lessee. All ather and records p g to the producti mmpomu'un sule und
nurketing of the oil and gas produced on said prenuses, including the books und accounts, receipts and discharges of all wells, tanks, ponls melers, and ptpelmu shull at all times be subject 1o

p and by the C I of the General Land Office, the Attorey General, the Governor, or the representative of any of them

(13) DRILLING RECORDS: Writien notice of all cperations on tus lease shall be submitted to the Commissioner of the General Land Office by Lessee or operator five (5) days before spud
date, workover, re-gutry, lemporary abandonment or plug and abandonment of any well or wells. Such writieu notice to the General Land Office shall include copies of Railroad Commission
forins for npplication 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
Comnussion. 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-deseribed
premises, which nuy be requested by the General Land Office, in addition to those berein expressly provided for. Lessee shall have an electrical and/or radioactivity survey made on the bore-hole
section, from the base of the surfuce casing to the total depth of well, of all wells drilled on the above Jeseribed prenuses and shall transmit a true copy of the log of each survey on each well o the
General Land OfTice within Gifleen (15) days afler the making of said survey.
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(C) PENALTIES: Lessce shall incur a penalty whenever repornts, documents or other materials are not filed in the General Land Office when due. The penalty for late filing shall be set by
the Generul Land Oflice administrative rule which is eflective on the date when the matetials were due in the General Land Oflice.

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 comyleted on the leased premuses,
Lessee shall exercise the diligence of a reasonably prudent operator in dnlling such sdditional well or wells as muy be reasonably necessary for the proper developmicut of the leased premises and
in narketing the production thereon,

(A) VERTICAL: In the cvent this lease is in force and effect two [2) years after the expiration dite of the prinsry or extended term it shall then termunate 4s o all uf the Iused premises,
EXCEPT (1) 40 ucres swrounding each oil well capable of producing in puying quantities and 110 acres surrounding each gas w:ll capable of producing in paying y (i ding a shut-in
il or gas well as provided in Paragraph 1] hereof), or a well upon which Lessec is then engaged in conti dnlling or rking upmuun:, or(2) xhr number of acres included in a prodm.mg
puoled unit p t to Natural R Code Sections 52.151-52. ISJ or (J) such greater or lesser number of scres as may then be all d for prod ioap 10n wit for each
such pmdul:inu well under the rules and lations of the Railroad ion of Texas, or any successor agency, of other governmental lulbnnly hnvmg )unnllctum Within 90 days of a
partial termination of this lease in rd with this subparagrap and upon payment of the minimum filing fee set by General Land Office rules in effect at the time of te partial termination,
Lessee shall have the right to obtain a surface lease for ingress and egress on aid across the termunated portion of the leased premises as muy be r bly y lor the continued ion of
the portions of the lease remaining in force :ﬂd effect. If Lessce fails to apply for a surface lease within the 90 day pem)d specified abuve Lessee llny apply for a surface lease [mm the Land
Office, but the Land C issi has the ion 1o 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 aller the expiration date of the primary or extended 1erm it shall further terminate 3s 1o all depths below 100
feet below the total depth drilled (hereinafler “deeper depths”) in each well located on acreage retaioed in Paragraph 7 (A) above, unless on of before two (2) years aller the primary or eatended
term Lessee pays an amount equal to one-hall (1/2) of the bonus onginally paid as consideration for this lease (as specified on page ! hereof). If such amount is paud, this lease shall be in force
amd effect us 1o such deeper depths, and said termination shall be delayed for an additional period of two (2) years and so long thereafler as oil or gas 15 produced w paying quantiies from such
deeper depths covered by this lease.

{C) IDENTIFICATION AND FILING: The surface acreage retsined hereunder as to euch well shall, as nearly as practical, be in the form of u square with the well located in e center
thereof, or such other shape as may be approved by the School Lund Board. Within thirty (30) days after parual weminution of this leuse a8 provided herein, Lessve shall execute and record 3
release of releases i a factory legal description of the acreage and/or depths not relained hereunder. The recorded release, or a centified copy of same, shall be filed in the General
Land Office, accompunicd by the filing fee presenbed by the Oencral Land Office rules i effect on the date the release is filed. I Lessce fails or refuses to execule and record such release or
releases within ninety (90) days uller beiog requested to do so by the General Land Office, then the Commussioner at his sole discretion may designate by written mistrument the acreage and/or
depths 10 be released hereunder and record such mstrument at Léssee's eapenise i the county or counlies wliere the lease is located and in the official records of the General Land Office and such
desigmation shall be binding upon Lessee for all purposes. 1f st any tume aller the efTective date of the partial ion provi hereof, the applicable field rulvs are changed or the well or
wells located thereon are reclassified so that less acreage is tereafler allocated o said well or wells fur production purposes, tis lease shall Uereupon terminate us to all acreage not thereafter
allucated o said well or wells for production purposes.

B, OFFSET WELLS: If oil and/or gas should be produced in commerciul quuntities from a well located on land privately owned or on State lad leased at @ lesser royaity, which well is within
ane thousand (1,000} feet of the arca mcluded herein, or which well s draining the area covered by Uns lease, the Lessee shall, within siaty (60) duys after such nitil production from the drewing
well or the well located within one thuusand (1,000) feet from the area covered by Uus lease begin in good Laith and prosecute diligently the dnlling of an oflsel well on tie area covered by tus
Tease, and such siizer well shall be dritled © sueh depth us nay be necessiry to prevent the undue draiage of the areu covered by this fease, and the Lessee, nuiager or driller shall use vl mieans
necessary m o pood Geah effon w nuke such offser well produce uil sibor gas in commercial guantivies, Unly upun tie determination of the Commussioner aud with (s writlen approval, nay the
Iiiyineat o' s dumpensatory royulty sutsly tie obligation w drill an ullset well or wells required under tnis Farsgraph

Y. DRY HOLE/CESSATION OF PRODUCTION DUIRING PRIMARY TERM: 11, during the prnsry temn bereol uid pove o discovery and production of i or gas on said lamd, Lessee
should drill a dry hule or boles thereon, or if during the prnury term hereol and aller the discuvery and actual production of vil or gus Trom the leased premmises such productiun thereul should
vease from any cause, (s leuse shall nol temunate it on or before the expirauon of sixty (60) duys frun dte of completion of suid dry hole or of prod Lessee

Iitional drilling ur rewurking uperations thereon, ur pays or tenders the next annual delay rental i e saoe neumer as provided i this tease. 1] during the Last year of the prumary temi or
witliin sialy (60) days pnor thereto, a dry lale be completed and abandoned, or the production of vil or gas should cease for any ciise, Lessee's nghts shall remain in tull force amd effect without
further operations witil the expirtion of the prinary terng aml il Lessee hus not reswmed production in paying yusntities at Ue expiravon of the pninwry termy, Lessee may manmain this lease by
conducting additional drilling or reworking operations purswant 1 Paragruph 10, using the expiration of Uie prinary terni as the date of cessation uf production under Parsgraph 100 Should the
first well or uny subsequent well drilled on the above desenbed land be completed as 3 shui-in oil o gas well within We prinary term bereof, Lessee timy reswne payisent of the anaual rental
Wi sanpe nanner as provided herein on ur before the rental paying date lollowing the expiration ol sixty (60) days frow e date of conpletion of such shut-in oil or gas well and upon the failwe o
ouke such payrent, this lease shall ipso facto ternminate, 11 al the expiration of the prinwry temi or any tine therealter 3 shut-in oil or gas well is located on the leased prenuses payments nay be
nude ui secordance with the shiut-in provisions liereol’

10, CESSATION, DRILLING, AND REWORKING: [ after the eapiration of the prinary temw, production of oil or gas from the leased prenuses, alter once ublained, should cease fom
any cause, this lease shall nol tenminute il Lessee conunences additional dnlling or reworking operations within siaty (60) days afler such cessation, and Uus lease shall remau in full force and
eflect for so lung as such operations continue in goud fGith and in workmanlike nunner without inlcnupliuru totaling more than sixty (60) days. 1f such d:illins or reworking operations result in
e pmtlm.hun of oil or gas, the lease shall rensin in full force and effect for so lung as oil or gus is produced from tie leased premises in paying quantities or payment of shut-in oil or gas well

or of cony y royalties is made as provided :s:mn ar as provided by law. 1f the dnilling or reworking operations result in the completion ol a well as a dry hole, the lease
quI nol temunale il the Lessee dditional dnlhu or withins sixty (60) days afler the completion of the well as a dry hole, and this lcase shall remain in effect so
fong as Lessee drilling or rk jons in good fith :md ln a workmanlike manner without interruptions fotaling maore than sixty (60) days. Lessec shall give written notice to

(e General Lund Oflice within thirty (30) chys of any cessation of production.

11. SHUT-IN ROYALTIES: For purposes of this paragraph, "well” means any well that has been assigned a well nwnber by the state agency having junisdiction over the production of oil
and gas. 11 ut any time afler the expiration of the primary term of a lease that, until being shut in, was being maintained in force and effect, 3 well capable of producing oil or gas in paying
quantities is located on the leased prentises, but oil or gas is not being produced for lack of suitsble production facilities or lack of # suitable markey, then Lessee nuy pay as a shut-in o1l or gas
ruyalty an amount equal to $10.00 per acre, but not less than $1,200 a year for cach well capable of producing oil or gas in paying quantities. To be efective, each ininal shut-in oil or gas royalty
must be pau! on or bcl'or: (1) the expiration of the pnrmry term, {2) 60 days afler the Lessce ceases o produce oil or gas fram the leused prenuses, or (3) 60 days alter Lessee completes a dnlling
or in d with the lease provisions; whicliever date 15 latest If the shut-in oil or gas royalty is paid, the lease shull be considered to be a producing lease and the
payment slull e.nmul the term of the lease for a penod of one year from the end of the primary term, or from the first day of the month following the month in which production cessed, and, afler
that, if 1o suitable production facilities or suitable nurket for the oil or gus exists, Lessee may eatend the lease for four more successive penods of one (1) year by paying the same amouwnt cach
year un or before the expirution of euch shul-in year.

12. COMPENSATORY ROYALTIES: If, during the peniod the lease 15 kept in effect by payment of the shut-in oil or gas royalty, oil of gas is sold aud delivered w puying quantities from a
well located witlin one thousand (1,000) feet of the leased premises and completed in the same producing reservoir, or in any case in which drainage is occurning, the right to continue o mantaim
U Jease by paying he shut-in ol or gas royalty shall cease, but the lease shall resmain elfective for the renminder of the year for which the royalty has been paid. The Lessee nay maintain the
Iease for four more successive years by Lessce paying compensatory royaity 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 sume producing reservair and within ane thousand (1,000) feet of the leased premises. The compensatory foyalty is to be paid monthly to the Conumissioner beginning on or
before the last day of the month followiny the month in which the oil or gas is produced from the well causing the draimage or Uit is completed in the same producing reservoir and located within
one Mousand (1,000) leet of the leased premises; if the compensatory royalty paid i any 12-month period is in an amount less than the annual shut-in oil or gas 1oyalty, Lessee shall pay an
amount equal (o the dilference within thirty (30) days from the end of the 12-mouth penod; and none of these provisions will relieve Lessee of the obhgauon of reasanable d:v:lupmem nor the
obligation o Jrill offsel wells as provided in N.R.C. Section 52,034 however, at the d ination of the C i and with the Cl i 's writlen app , the payment of
compensatory royalties shall satisfy the obligation W dnlt olfset wells. Conpensatory royalty paymeats which are nut tunely paid will acerue penalty and interest i ucun};lnce with Paragruph §
of s lease.

A';‘E\ TIFLD
IF IT BEARS THE  THE CJ;HYL.;-'\K

ATTEST: JJ o fran D, L0008

UrmA M:DONALD, COUNTY CLERK
CULBERSON COUNTY, TEXAS




13, EXTENSIONS: [f, st the expiration of the primary tern of this lease, production of vil or gas las not been oblained on the leased ises but llrilling p are being 4
thereon i good faith aud in 3 good and worknanlike manner, Lessee nay, ou ot I::l'or: the expiration of Uie prinwry term, file in the General Land Office written application W the Comnussioner
of the General Lamd OfMice for a turty (30) day ion of this lease, d by payment of Thiee Thousand Dollars lﬂ 000.00) 1if this lense covers six hundred forty (640) ocres or less
and Six Thousand Dollurs ($6,000.00) il this leuse covers more than six humi.l:d lorty (640} acres and the Commissioner shall, in writing, extend this lease for 4 thirty (30) day period from and
aller e expiration of Yie prinary term and so long therealler as oil or yas s produced in paying quantities; provided further, (hat Lessee muy, so long as such dnlling operations are beiug
conducted ke like application and payment during auy thirty (30) day exteinded perivd 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 s thut same shall remain in force for such additional thiny (30) day period and so long thereafer as vil or gas is produced w paying
yuantities; provided, however, Uit this lease shall not be eatended for mare than a lotsl of three hundred ninety (390) days from and afler the expiration of the pumary term wiless production
paying quantitics has been obtained

14. USE OF WATER; SURFACE: Lessee shall have the right to use waler produced on said land y for operations | der and solely upon the leased prenuses; provided, however,
Lessee shall not use potable water or water suitable for livestock or imigation purposes for water Sood operations without the prior written consent of Lessor. Subject 0 its obhganma 1o pay
surfuce danuges, Lessce shall have the right 1o use so much of the surface of the land hat muy be reasonably necessary for dnlling und operating wells and porting and
production therelrony, such use to be conducted under conditions of least injury 10 the surface of the land. Lessee shall pay surface damages in an amount set by the Gcnml Land Office fee
schedule which is elfective on the date when the activily requiring the pay of surface damages occurs.

15, POLLUTION: In developing this area, Lessee shall use tie highest degree ol care aid 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 containmient lactlities sufficient o prevent spillage, secpage or growsd water contamination. L the event
of pollution, Lessee shall use all means at its disposul 1o recapture all escaped hydrocarbons or ather poll and shall be resp le for all damage to public aud private properties.

(A) UPLANDS: Lessce shall build and maintain feaces sround its shush, sump, and drainage pits and tunk batteries so 35 1o protect livestock against luss, damage or wjury; and upon
completion or abandonment of any well or wells, Lessee shall [ill and level all slush pits and cellars and cumpletely clean up the dniling site of all rubbish thereon.

(B) SUBMERGED LANDS: No discharge of solid wuste 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-inade nos-
biodegradable ites. A sign must be displayed in a high traflic arca on all vessels and manned platforins stating, “Discharge of any solid waste or garbage into State Waters from vessels or
platfonus is strictly prohibited and may subject a State of Texas lease to forfeiture.” Such sttement shall be in lettering of at least 1" in size.

(C) RIVERS: To the extent y to prevent pollution, the provisions found in sub (a) and (b) of this paragraph shall also apply 1o rivers and riverbeds,

(D) PENALTY: Failure to comply with the requirements of this provision nuy result in the imaimum penalty allowed by low including forfeiture of the lense. Lessee shull be linble for the
dunuges caused by such fuilure and any costs and expenses incurred in eleaning ureas utlected by the discharged waste

16. IDENTIFICATION MARKERS: Lessee shall erect, at a distance not to exceed twenty-five (25) feet from each well un the premises covered by this lease, a legible sign on which shall
be stated the name of the operator, the lease designation and the weil number. Where two or tnore wells on the sanie fease or where wells on 1wo or more leases are connected Lo the same tank
battery, whether by individual flow line comnections direct o the tank or tanks or by use of a mulliple header system, each line between each well and such tank or leader shail be legibly identitied
at all times, cither by a firmly attached g or plate or m identification properly p.'nra:d on such line al 3 distince not 1o eaceed three (3) feet from such tank or header connection. Said signs, tags,
plites or other identification narkers shall be nuai | in 3 legible couditi ghout the term of this luse.

17. ASSIUNMENTS: The lease nny be trunsterred ut any time; pruvukd however, that the liability of’ the transteror to properly discharge its obligation under the lease, including properly
pluggmyg abandoned wells, removing platf ar pipeli or of contimi at dnill sies shall pass w the transleree upon the prior written consent of the Conunissioner of the
General Land Office. The Contmssivrier may require tie Terce 10 O iticial y wnd 1y reyuire a bund or other sevunty, All transfers st reference the lease by the
Tile numnber amd must be recorded in the county whiere the area 15 located, and the reconded tmuhr wr a copy cenilied o by the County Clerk of the county where the transfer s reconded nust be
tiled in the Grneral Lund O1Tice within ninety (90) days of the exeeutivn date, as provided by N K.C. Section 32026, acconganied by the filing fee presceibed by thie General Lamd Office rules m
ellect um die date o receipt by the Geoneral Land Oftice of such trunster ur certilied copy Unreol  Every tunsieree shall succeed 1o all dghts and be subject by all obligations, labilities, and
prentalties uwed tu the State by the oniginal lessee ar any priot transfence ol the lease, cliding iy lalalitied o tie state fur unpud rayaltes,

14, RELEASES: Lesset nay relinjinsh the nghts granted hereunder w the Stite ot any tnwe by recording the religuishinent i the county where Wus area is situated und filing the reconded
relinguishnient uf certilied copy of s i the General Land Office within ninety (90) days after sis execotion secompanied by the filing Fee presenbed by the General Land Office rules i effect
on ihe daic of receipt by the General Land Office of such relinguishinent or certificd copy Uereol. Such relinguishment will not have the elfect uf refeasing Lessve trom any lability theretofore
acerved i Faivor of the State.

19, LIEN: |waccordance with N R.C. Scetion 52136, the State shall lave a first lien upon all uil sl gas produced from the srea covered by Uus lease 1o scewe payment of all unpaid tuyalty
and other suns of money tal may become due under tus lease. By aveepanee of this lease, Lessee grants the Stite, in addition 1o the lien provided by N.R.C. Section 52,136 and any other
applicable statutory lien, an express contractual lien on and security intecest in all leased nunerals in and extnicted trom he leased premises, all proceeds which nuy accrue to Lesses from Uie sale
of such leased minerals, whether such proceeds are held by Lessee or by a third party, and all fixwres on and improvements w the leased prenuses used in with the prod or
processing ol such leased minerals in ordet to secure the payment of all royalties ur ather amounts due or b become due wider s lesse and tu secure payment of any damages or Ios that Lessor
nuy suffer by reason uf Lessee’s breach of any covenan or condition of this lease, whether express orimplied. This lien and security iterest may be Toreclosed wilh or without court proceedings
in the iminner pmvndﬂl in the Title |, Chapter 9 of the Texas Business and Commerce Code. Lessee agrees tui the Conunissioner may uqn!fr Lessee w execute and record such instruments us
nuy be y o ack ledge, uttach or perfect tus lien, Lessee hereby represents that tiere wre 150 prior or superior liens arumg from and relating lo Lessee's activities upon the

abuve-described prupeny or I'rum Lessee’s acquisition of this lease. Should the Conunissioner at any time deternune that this representation is not true, then the Conunissioner may declare this
lease forfeited as provided herein.

20. FORKFEITURE: I Lessee shull fail or refluse to make the payment of any suin within thisty (30) days after it becomes due, or il Lessee or an authurzed ageot should knowmgly nake any
false retum or false repont conceming production or drilling, or if Lessee shall fail or refuse to drill any oifscl well or wells in good faith as required by law and the 1ules and regulations adopied by
the Conumissioner of the General Land Office, or if Lessee should fail o file reports in the nminer required by law or fail to comply with rules und regulutions promulgated by the General Land
Oftice, the School Land Board, ur the Railroad Commission, or refuse the proper authority access (v the records pertaining to operations, or if Lessee or an authorized agent should knowingly fail
of refuse (o give correct infonmation to the proper authority, or knowingly fail or retuse to fumish the General Land Office a correct log of any well, or if Lessee shull knowingly violate sny of the
material provisions of this lease, or if this lease is assigned and the assignment is not filed i the General Land Ofice as required by law, the rights acquired under

this leuse shall be subject to forfeiture by the Commissioner, aud he shall forfeit sume when sulliciently informed of the facts which suthonze a forfeiture, and when forfeited the area shall again
be subject tu lease to the highest bidder, under the saine regulations conlro!ling the original sale of leases. However, nothing herein shall be construed as walving the automatic lermination of this
lease by operation of law or by reason of any special limitation arising hereunder. Forfeitures may be st aside and this lease and all rights thereunder reinstaied before the nights of another
inlervene upon factory evid 10 the Ci i of the General Land Oftice of future compliance with the provisions of the law and of this lease and the rules and regulations that nay be
adupled relative hereto,

21. RIVERBED TRACTS: In the event this lease covers a niverbed, Lessee is hereby specitically granted the nght of ennaent domain and condemmation as provided for in N.R.C. Sections
$2.092-52.093, a5 u pant of the consideration moving o Lessor for the vovenants herein imade by Lessee

22, APPLICABLE LAWS AND DRILLING KEST[UC‘I‘IONb ‘This lease shall be subject 1 all rules and regul and J therein, p Igited by the Cs soner of the
General Lad Oftice governing drilling and prod; jons on P Free School Lamd (specifically including suy rules p gated that relate  plans of operations), payment of
I and audi Jures, and shall b: subjccl w all other valid statutes, rules, regulati orders und ordi that may ul‘l':cl operations under the pruvisions of this lease Without
hnulmg thie g-.nrr.nh(y ur1he I’oreg,mug, Lessee hereby agrees, by the acceptance of um lease, 10 be bound by and subject to all statutory und regulatory provisions relating to the General Land
Olice's audit billing notice and audit | g p J Suid p are y fGund at 31 ‘Texus Administrative Code, Chugpter 4, and Texss Naturul Resources Code Sections 52,135
and 52.137 through 52.140. In the event this lease covers lund !'ﬂnchlscd or leased or ulherwns: used by o navigation distnet or by the United States for the purpose of navigation or other purpose
4
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incident to the operalion of a port, then Lessee shall not be entitled 10 enter or possess such land without prior approval as provided under Section 61.117 of the Texss Water Code, but Lessee shall
be entitled to develop such land for oil and gas by directional drilliog; provided, bowever, that o surface dnlling location may be nearer than 660 feet and special permission from the
Conunissioner of the General Land Office is necessary to make any surface location nearer than 2,160 feer measured at right angles from the nearest bulkhead line or fom the nearest dredyed
bottom edge of any channel, slip, or tuming basin which has been authorized 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, in auy event, be permitted (o remove the casing or any part of the equipment from any
producing, dry, or abanduned well or w:lls mthOul the written consent of the Conunissioner of the Geoeral Land Office or his authorized mpr:scnmwe nor shall Lessee, without the written

consent of said Ci 155t or his auth ive remove from the feased premises llie casing or any other equip material, 1 I 5 or property owned by Lessee
aml used by Lessee w the development and producuuu of il or gas therefrom until all dry or abandoned wells hive been plugged and until all stush or r:fuse pits h.we been properly [illed and all
broken or discurded lumbes, nuchinery, or debns shull have been d from the premises to Lhe satisfaction of the said C i or his suth P

24. FORCE MAJEURE: Should Lessce be prevented from complyig with any express or unplied covenant of this lease, frum conducting drilling operations thereon, or fram producing oil
andfor gas theretrom, aller effort made in good fuith, by reuson of war, rebellion, riots, strikes, fires, acts of God or any onder, rule or regulation of governmental autharity, then while so prevented,
Lessee’s obligation to comply with such covenant shall be suspended upon proper and satisfaciwry proof | d 1o the Ci issi of the General Land Office in support of Lessee's
contentivn and Lessec shall not be liable for dunages fur failure 10 comply therewith (except in the event of leuse operations suspended as provided in the rules and regulations adopled by the
School Land Board); und this lease shall be extended while and so louy as Lessee is preveuted, by any such cause, from dnlling, reworking operations or producing oil and/or gas from the leased
prenises; provided, however, that nothing herein shall be construed 1o suspend the puyment of renlals during the prinury of extended terin, sor 10 ubridge Lessee’s nght 10 @ suspension under any
apphicable statute of tus State.

25. LEASE SECURITY: Lessee shall take the lughcsl degree of care and ull proper safeguards (o protect said premises snd o prevent thell of oil, gas, and ouier hydrocarbons produced from
said lease, This includes, bul is not limited to, te tanon el all scals, locks, or vtlicr appropriate prulective devices on or dt all avcess joints at the lease’s production,
guthering and storage systems where thelt of hydrocarbons can occur. Lessee shJEI be liable fur the luss of suy hydrocarbons resulting from thell and shall puy the Siate of Texas ruyaltics thereon
as provided berein on all vil, gas or othier hydrocarbons lust by reason of theft

26. REDUCTION OF PAYMENTS: [f, duniny the prirtary term, a portion of the land covered by this lease is welided within tie boundasies ul s pooled wiil that bas been approved by ihe
Sehool Lisnd Bourd in sccord: with Natural R Cude Sections 52.151-52.153, ur if, at any time afler the expiration of the prinary tenn or the extended tenm, this lease covers a lesser
wunber of acres than the 101l smount described herein, payments that are nade un & per acre basis hereunder shill be reduced according o te numiber of acres pooled, released, swrendered, or
otherwise severed, so that payiments detemmutied un a per ucte basis under e terms of this lease during the primary lenm shall be calculated based upon the number of scres vutside the howdanes
of a puoled unit, ur, 1T aller the eapiration of the primury tent, e nunber of acres sctually retuined and covered by tus lease.

27. SUCCESSORS AND ASSIGNS: The vovenunty, cumditions und sgreements contdined herein shull extend 1o und be biuding upon the heirs, exceulury, sdinbuginion, stiooesions of
assigns of Lessee herem.

2H. ANTIQUITIES CODE: i the event thut any leatwre of archeological or lustorical iterest ui Permanent Schoul Fund Land is encoutered during the activilies suthurized by s lease,
Lessee will imunediutely cease aetivities and will nnmeditely sotify the General Land Otfice (ATTN. Archacologist, Asset Managenrent Division, 1700 N Congress Ave,, Austin, Texas 78701)
snd the Texas Histuncal Connnission (P.O, Hos 12276, Austin, TX 78711) s0 that adey, iy be undertaken W protect of recover such discuvenies or lindings, us sppropriate. Lessee
is expressly placed un notice of the National Historeal Preservation Act of 1966 (PI-89-06, B0 Stutute 915, 16 US.C.A. 470) und the Antiquities Code of Teass, Chapter 191, Tex Nut Code
Adin. (Vernun 1993 & Supp. 1998). On state-owned land nol dedicated to tie Pernanent School Fund, lessee shusll notify the Texas Historical Conission beloe breaking ground ata project
Tucation, At archcolugicul survey might be required by tle conunission before construction of the project vin conunence. Further, u the event tatany sie, alyect, locution, anifuct or uther
Feature of arclaeul I, seientific, educational, cultural ur histune iterest 1s encountered dunuy the aclivities authorize by tus Jease, lessee will imunedinely notily lessor and the Teaas
Hh 1 C su it adequate wasares 1y be undertaken lo protect ur tecaver such discovenies ur findings, as appropriste

29, VENUE: Lessor and lessee, including lessee's successors and assigns, hereby sgree that venue for auy dispute ansuing oul ol 3 provision ol this lease, whetlicr express or nnplied, regarding
interpretstion of tis lease, or relating i uny way W ihis lease or W apphcable case law, statutes, or adnunistrative rules, shall be in s court of conpetent junsdiction lucated w Travis County, Stite
of Texas:

30, LEASE FILING: Pursuamt 1o Chupter Y of the Tex. Bus. & Com Code,Uiis lease miust be filed of recond in the office of e County Clerk in any county s which all or any pan of the
leased premises is located, und certified cupies thercof must be filed in the General Land Oflice. The prescnbed [iling fee shall accompany the cenified copies sent o the General Land Oflice
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Marden Properties, LP By

BY: J, Mark Smith, President of

. J. Mark Smith & Associates, Inc.
TITLE Generanl Partner _
DATE: October 31, 2007

stateor_TexXas

(CORPORATION ACKNOWLEUGMENT)
countyor Jefferson )

BEFORE ME, the wndersigucd authonty, on this day persunally sppeared J . Mark Smi th

known 1o 1he Lo be the person whose name 15 subscribed 1o the foregoing hstrument, us‘7P Ies ide nt

J. Mark Smith & Associates Inc.

for the purposes and consideration therein expressed, in the capacity stated, and as the et and deed of suid corporation

syof_October

uf

and acknowledged 10 me that he executed Use same

}(j_QL
; | /& o=

Given under my hand and seal of office Us the 31st

JENNIFER DEATON

NOTARY PUBLIC STATE OF TEXAS
COMMISSION EXPIRES:

09-28-2011

STATEOF, (INDIVIDUAL ACKNOWLEDGMENT)

COUNTY OF

Befure me, the undersigned authority, on tus day personslly uppeared

known i 10 be tic persons whose naimes ure subscribed 10 Wie loregouny usstnunent, and scknowkedged W e that they execuicd the
sunx fur the purpuses and cousideration therem eapressed.

Given under sy hand and seul of ullice this the . day | e B S

Notary Public ui and fot

Filed for record on the _5th_day of December

duly recorded on the 12th day of _December

oy UL (1 L0 pepes

,AD. 2007 @ 12:000'clock P .M. and
L AD.2007 @ 3:10 o'clock P__M.

LINDA McDONALD, COUNTY CLERK
CULBERSON COUNTY, TEXAS

IF IT BEARS

ATTEST:

LINDA McDONALD,
CULBERSON COUNTY, TEXAS

9
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CERTIFIED TRUE AND CORRECT COPY CERTIFICATE
STATE OF TEXAS

COUNTY OF CULBERSON
The above and foregoing is & full, true and correct photographic copy of the

oniginal record now in.my lawful custﬂ and possession, as the same is
filed/recorged in the Records of my office, found
inVOL. , PAGE i

%, | hereby certified 0,.,54"( Méﬂﬁﬂ’bf

2 LINDA McDONALD, COUNTY & DISTRICT CLERK

s, CULZ?SON COUNTY, TEXAS
gy [Aiizan J 4} _»  DEPUTY
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CHESAPEAKE OPERATING, INC. PO.BOX 18496 OKLAHOMA CITY, OK 73154

i LEASE OBLIGATION DEPOSIT RECEIPT
WE HAVE THIS DAY SEPTEMBER 12, 2008 TENDERED TO
COMMISSIONER OF THE GENERAL LAND i
THE SUM OF $400.00 DOLLARS FOR THE CREDIT OF PARTY OR PARTIES NAMED BELOW ":.
IN AMOUNT STATED PURSUANT TO THE TERMS OF THE LEASE IDENTIFIED HEREIN, FOR THE PERIOD FROM . __®
10122008 TO 1022009 COVERING LESSOR'S INTEREST IN LAND DESCRIBED AS:
Survey: PUBLIC SCHOOL LAND Block/Suffix: 45 Section: 29 Abstract: 1579 Short Desc: W2NW OF SEC 29, BLK 45, PSLS -::.:o
eade
e @
e °
YMENT RENTAL
ASE NUMBER TX2810010-000 LEASE DATE:  10/2/2007 PROSPECT: WILD HORSE
:CORDED: BOOK g5 PAGE 479 ENTRY NUMBER: 62986 COUNTY/PARISH CULBERSON STATE TX
IR CREDIT OF: Tos AMOUNT
017397 COMMISSIONER OF THE GENERAL LAND
OFFICE OF THE STATE OF TEXAS Acct: 400.00
STEPHEN F. AUSTIN BUILDING ST/TX - M-108405/$5.00/AC
1700 NORTH CONGRESS, SUITE 600
AUSTIN, TX 78701
COPY FOR
YQUR RECORDS
IMPORTANT
Subtotal 400.00
e attached check is for the person(s) named above. Please date, sign "
d return the attached receipts on the day you receive it. If directed to Date Received ey gﬁ%ééég\/uCE 0.00
»ank, please deposit the amount to the credit fo the person(s) named COPY F() i< :
ove and date, sign and return the receipt on the day you receive it. If Sign Here s L Grand Total 400.00
rrespondence required, please make reference to lease number. vl IR R ‘EL URLIS '
By 1 WL/ AN AR Check No. 37021

BANK OF OKLAHOMA, N.A,

CHESAPEAKE OPERATING, INC. OKLAHOMA CITY, OK 3 7 O 2 1
DELAY RENTAL ACCOUNT
PO. BOX 18496 ‘ ;
OKLAHOMA CITY, OK 73154
405/848-8000
DATE AMOUNT
tomirmeromosan 400 * DOLLARS * 00 * CENTS 09/12/2008 $400.00
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 CHESAPEAKE OPERATING, INC.

TR0 /8

V4

THIS DOCUMENT HAS THERMOGRAPHIC INK WITH ARTIFICIAL WATERMARK. HOLD AT AN ANGLE TO VIEW
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7007 0710 0OOOO 5380 4794

U.S. Postal Servicem
CERTIFIED MAIL.. RECEIPT

(Domestic Mail Only; No Insurance Coverage Provided)

For delivery information visit our website at www.usps.come

Postage | $
Certified Fee
) Postmark
Retumn Receipt Fee Here

(Endorsement Required)

Restricted Delivery Fee
(Endorsement Required)

Total Postage & Fees $

City, State, ZIP+4

PS Form 3800, August 2006 See Reverse for Instructions




Certified Mail Provides:

A mailing receipt
A unique identifier for your mailpiece
A record of delivery kept by the Postal Service for two years

Important Reminders:

Certified Mail may ONLY be combined with First-Class Mailg or Priority Mailg.
Certified Mail is not available for any class of intemational mail.

NO INSURANCE COVERAGE IS PROVIDED with Certified Mail. For
valuables, please consider Insured or Registered Mail.

For an additional fee, a Return Receipt may be requested to provide proof of
delivery. To obtain Return Receipt service, please complete and attach a Return
Receipt (PS Form 3811) to the article and add applicable postage to cover the
fee, Endorse mailpiece "Return Receipt Requested”. To receive a fee waiver for
a dupli%ate return receipt, a USPSg postmark on your Certified Mail receipt is
required.

For an additional fee, delivery may be restricted to the addressee or
addressee's authorized agent. Advise the clerk or mark the mailpiece with the
endorsement "Restrictad Delivery".

It a postmark on the Certified Mail recaipt is desired, Rlease presen: the arti-
cle at the post office for postmarking. If a postmark on the Certitied Mail
receipt is not needed, detach and affix labe! with postage and mail.

IMPORTANT: Save this receipt and present it when making an inquiry.
PS Form 3800, August 2006 (Reverse) PSN 7530-02-000-9047



Postage & Fees Paid

USPS
Permit No. G-10

UNITED STATES POSTAL SERVICE I | ” ‘ First-Class Mail

. Ssn er: ﬁease print your name, address and ZIP+4 in this box ®
o
= Deborah Cantu — Energy Resources

i Texas General Land Office

-4 PO Box 12873 E\\l(CO

v ]

& Austin TX 78711 ?\‘EC’

s

— ?\ ‘
L

|06403 - 405 GEE
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SENDER: COMPLETE THIS SECTION

® Complete items 1, 2, and 3. Also complete
item 4 if Restricted Delivery is desired.

B Print your name and address on the reverse
so that we can return the card to you.

m Attach this card to the back of the mailpiece,
or on the front if space permits.

COMPLETE THIS SECTION ON DELIVERY

A. Signature
x '4/1 '/\/1. L

O Agent
[ Addressee

B. Received by ( Printed Name) C. Date of Delivery

1. Article Addressed to:

CHESAPEAKE OPERATING INC.
ATTN: LAND DEPARTMENT

PO BOX 18496

OKLAHOMA CITY OK 73154

D. Is delivery address different from item 1? [ Yes

If YES, enter delivery address below: [ No
3. E??Qice Type
Certified Mall [ Express Malil
[ Registered O Return Recelpt for Merchandise
O Insured Mail O c.o.D.
4. Restricted Delivery? (Extra Fes) O Yes

2. Article Numbi
(Transfer froMrewvereeeeeey

7007 0710 El[][][] SEBD 4794

PS Form 3811, February 2004

Domestic Return Receipt

102595-02-M-1540



TE X AS 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,

Deborah A. Cantu

Mineral Leasing, Energy Resources N

512-305-8598 e :
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 * 800-998-4GLO

www.glo.state.tx.us
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IFITBEARST

Doc BEBHBEES443

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 Qil 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 /gzday of 4’»@&,&, , 2010.

CHESAPEAKE EXPLORATION, L.L.C,,

By:
Henry J. Hood, Senitg\ﬂcefﬁ’resident - Land
and Legal & General Counsel W o
: o
STATE OF OKLAHOMA )
) ss:
COUNTY OF OKLAHOMA )

!,fThis _nstrument was acknowledged before me on this (; gzday of

an Y , 2010., by Henry J. Hood, as Senior Vice President - Land and Legal
& Gereral Counsel of Chesapeake Exploration, L.L.C. on behalf of said limited liability

H Ayheca. =
Ls / 74
/ /" NotaryPUblicy 7/
My Commission Expires: S / /27— godg\w%% % J
Commission Number: Q0 <£00 /> S )— So/2°

o/
7’

N

W aasn
CERTIFIED COPY At

ATTEST;
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Lin D, o0

A
=) TR

NTY CLERK

CULBERSON CQUNTY, TEXAS
m!ﬁﬂﬂ D.t ‘ Lu&(ﬁ DEPUTY Page 10f2
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IFIT SEARS Ti
ATTEST:

EXHIBIT "A"

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

AND GAS LEASES DATED

% o IS

L.L.C.

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

, 2010, BY CHESAPEAKE EXPLORATION,

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 L.P. 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 LiP: 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 }L
School Land Land Survey Y
Board W

END OF EXHIBIT "A"

W:\Permian_South\Levescy\Releases\TX2810008-000 - TX2810010-000.doc
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File No._MMFl1©83 Mo T

Commissione;

6-25-0
£

=

Patrerson.

Jerry E.

{‘}}.l[(_' Filcd:

By

CERTIFICD TRUE AND CORRECT COPY CERTIFICATE
STATE OF TEXAS

COUNTY OF

The above and foregoing is a full, true and correct photographic copy of the
custody and possession, as the same is

original record now i
Records of my office, found

filed/reco
in VOL.

CULBERSON

in the'

|3

200

LINDA McDONALD, COUNTY & DISTRICT CLERK
ON TEXAS

DEPUTY



