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State Lease Number

M- 110704

For GLO Use Only

APRIL 6, 2010
OIL AND GAS LEASE BID APPLICATION

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

APPLICANT Name: T. VERNE DWYER
IDENTIFICATION
TO APPEAR ON Address: 508 WEST WALL, SUITE 403

LEASE (type/print)
City: MIDLAND State: TX Zip: 79701-5077
(Include +4 Code)

Telephone: (432)684-7933

AREA County(ies): CULBERSON Survey/Area: PUBLIC SCHOOL LAND
DESCRIPTION (If Applicable)
Block/Tsp.: 113 Section/Tract: All of 11 Acres: 640.00
(If Applicable)
BID (A) Bonus Amount ($) 225,632.00
SUBMISSION
Two Hundred Twenty Five Thousand Six Hundred Thirty Two and 00/100 Dollars
(type/print above)
(B) Sales Fee Amount ($) 3.384.48

Three Thousand Three Hundred Eighty Four and 48/100 Dollars
(type/print above)

This Sales Fee is 12% of the cash bonus as provided in Section 32.110 of the
Natural Resources Code as amended.

MGL. NO. APPLICANT NAME BONUS AMOUNT ONLY (A)
(Do Not include sales fee)
5 / (] e
T. VERNE DWYER ($) 225,632.00 {/
(same as above) YD
y 6\
STATE OF TEXAS
TAX I.D. #
(must be an 11-digit number)
SIGNATURE OF 7y &
AGENT Cte — =Tt ry — "
(signature) [4 hd //,
T. VERNE DWYER 35
(type/print name) . L['i/ (Q
. o .:. o.o : 7 / 7 1 ;
1L iy JHY
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Lease Form
Revised 10/99
Surveyed School Land

Austin, Texas

OIL AND GAS LEASE
NO. M-110704

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 Commussioner of the General Land Office and/or the School Land Board pursuant thereto, and all other applicable statutes and amendments to said
N.R.C., the following area, to-wit:

SECTION 11, BLOCK 113, PUBLIC SCHOOL LAND SURVEY, CULBERSON COUNTY, TEXAS, CONTAINING APPROXIMATELY 640 ACRES, AS SHOWN ON THE
OFFICIAL MAP OF CULBERSON COUNTY, TEXAS NOW ON FILE IN THE TEXAS GENERAL LAND OFFICE, AUSTIN, TEXAS,

was, after being duly advertised, offered for lease on the 6" day of April, 2010, at 10:00 o'clock a.m., by the Commissioner of the General Land Office of the State of Texas and the School Land
Board of the State of Texas, for the sole and only purpose of prospecting and dnlling for, and producing oil and/or gas that may be found and produced from the above described area; and

WHEREAS, after all bids and rerittances 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 6™ day of April, 2010, hereinafter the “effective date” and it was found and determined that T. VERNE DWYER whose address is
508 WEST WALL, SUITE 403, MIDLAND, TEXAS 79701-5077 had offered the highest and best bid for a lease of the area above descnbed and is, therefore, entitled to receive a lease
thereon:

NOW, THEREFORE, |, Jerry E. Patterson, Commissioner of the General Land Office of the State of Texas, hereinafter sometimes referred to as “Lessor,” whose address 1s Austin, Texas, by
virtue of the authonty vested in me and in consideration of the payment by the hereinafter designated Lessee, the sum of Two Hundred Twenty-Five Thousand Six Hundred Thirty-Two And
00/100 Dollars ($225,632.00), 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, gram, lease and let unto the above mentioned bidder the exclusive nght to prospect for, produce and take oil and/or gas from the aforesaid area upon the
following terms and conditions, 1o-wit

1. RESERVATION: There is hereby excepted and reserved to Lessor the full use of the property covered hereby and all nghts 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 nghts 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 premuses retained by Lessor and all of the rights in and to the leased premises granted to Lessee herein shall be exercised in such a manner
that neither shall unduly mterfere 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 “prnimary term”) and as long thereafier 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 pnivilege of defernng the commencement of a well for twelve (12) months from said date. In like manner and upon
payments or tenders of amounis set out in the following schedule, the commencement of a well may be further deferred for a like peniod of the same number of months

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

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

(A) OIL: As a royalty on oil, which 1s defined as including all hydrocarbons produced n a liqud 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 equpment, as heremafier provided, 1/4 pan of the gross production or the market value théreof, at the option of the
Lessor, such value to be determined by 1) the highest posted price, plus premium, if any, offered or pmd 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 1s 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
wnitten 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 pan 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 pnce paid or offered to the producer, whichever is greater provided that the maximum pressure base in measuning the gas under this lease contract shall not at
any tme exceed 14.65 pounds per square inch absolute, and the standard base temperature shall be sixty (60) degrees Fahrenhent, 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 atiributable 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 1o 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, buming or any other processing, 1/4 part of gross production of such products, or the market value thereof, at the option of Lessor, such
market value to be determined as follows:

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

(E) VARIABLE ROYALTY: (i) Subject 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 dnlled and produced on the land covered by this lease. Provided that, if during such eighteen (18) month term during which Lessee may eam a
reduced royalty rate of 20% as herein provided, Lessee should dnill 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 dnlling 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.

(11) In the event production in paying quantities is established pursuant to the tenms of this lease and such production is brought on line and sales thereof are commenced after the expiration
of eighteen (18) months from the effective date hereof but prior to the expiration of twenty-four (24) months from the effective date hereof, the royalty rate provided herein shall be reduced to
22 5% and shall apply to each subsequent well drilled and produced on the land covered by this lease. Provided that, if during such six (6) month term during which Lessee may eam a reduced
royalty rate of 22.5% as herein provided, Lessee should dnll in good faith and complete the first well as a dry hole on the land covered by this lease, Lessee may receive a three (3) month
extension of the term in which to eam a reduced royalty rate by giving notice to the Commissioner of the General Land Office, commencing 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 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, stonng, separating, treating,
dehydrating, compressing, processing, transporting and otherwise making the oil, gas and other products produced hereunder ready for sale or use. Lessor's night 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 1o process gas produced hereunder
in any processing plant. Notwithstanding anything contained herein to the contrary, and subject 1o the consent in wnting 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 duning the preceding year

(J) MARGINAL PRODUCTION ROYALTY: Upon Lessee’s wrtten application, the School Land Board may reduce the royalty rate set out in this paragraph and/or the minimum
rovalty set out in subparagraph 4 (1) to extend the economic life of this lease and encourage recovery of ol 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

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

Payment of royalty on production of oil and gas shall be as provided in the rules set forth in the Texas Register. Rules currently provide that royalty on oil is due and must be received in the
General Land Office on or before the 5th day of the second month succeeding the month of production, and royalty on gas is due and must be received in the General Land Office on or before the
15th day of the second month succeeding the month of production, accompanied by the affidavit of the owner, manager or other authonzed agent, completed in the form and manner prescnibed 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 1s greater. In addition to a penalty, royalties shall accrue interest at a rate of 12% per year; such interest will begin accruing when the royalty is sixty (60)
days overdue. Affidavits and supporting documents which are not filed when due shall incur a penalty in an amount set by the General Land Office administrative rule which is effective on the
date when the affidavits or supporting documents were due. The Lessee shall bear all responsibility for paying or causing royalties to be paid as prescribed by the due date provided herein.
Payment of the delinquency penalty shall in no way operate to prohibit the State’s nght of forfeiture as provided by law nor act to postpone the date on which royalties were onginally due. The
above penalty provisions shall not apply in cases of title dispute as to the State's portion of the royalty or to that portion of the royalty in dispute as to fair market value.

6. (A) RESERVES, CONTRACTS AND OTHER RECORDS: Lessee shall annually furnish the Commissioner of the General Land Office with its best possible estimate of oil and gas
reserves underlying this lease or allocable to this lease and shall furnish said Commissioner with copies of all contracts under which gas 1s sold or processed and all subsequent agreements and
amendments to such contracts within thirty (30) days after entenng 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 pentaining to the production, transportation, sale and
marketing of the oil and gas produced on said premaises, including the books and accounts, receipts and discharges of all wells, tanks, pools, meters, and pipelines shall at all umes be subject to
inspection and ex n by the Cc i of the General Land Office, the Attorney General, the Govemnor, or the representative of any of them

(B) DRILLING RECORDS: Wniten 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 wnitten 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
Commussion. 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 electnical 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 dnilled 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 fifieen (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 admimistrative rule which is effective on the date when the matenals were due in the General Land Office

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

(A) VERTICAL: In the event this lease is in force and effect two (2) years after the expiration date of the pnmary or extended term it shall then terminate as to all of the leased premises,
EXCEPT (1) 40 acres surrounding cach 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 authonty having junisdiction. 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 termunation,
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 penod specified above, Lessee may apply for a surface lease from the Land
Office, but the Land Commissioner has the discretion to grant or deny such application and to set the fee for such surface lease.

(B) HORIZONTAL: In the event this lease is in force and effect two (2) years after the expiration date of the pnmary or extended term it shall further terminate as to all depths below 100
feet below the total depth drilled (hereinafter "deeper depths”) in each well located on acreage retained in Paragraph 7 (A) above, unless on or before two (2) years after the pnmary or extended
term Lessee pays an amount equal to one-half (1/2) of the bonus originally paid as consideration for this lease (as specified on page | hereof). If such amount 1s paid, this lease shall be n force
and effect as to such deeper depths, and said termination shall be delayed for an additional peniod of two (2) years and so long thereafier 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 centified copy of same, shall be filed in the General
Land Office, accompanied by the filing fee prescnbed by the General Land Office rules in effect on the date the release 1s 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 wnitten instrument the acreage and/or
depths to be released hereunder and record such instrument at Lessee's expense in the county or counties where the lease is located and in the official records of the General Land Office and such
designation shall be binding upon Lessee for all purposes. If at any time after the effective date of the partial termination provisions hereof, the applicable field rules are changed or the well or
wells located thereon are reclassified so that less acreage is thereafter allocated to said well or wells for production purposes, this lease shall thereupon terminate as to all acreage not thereafter
allocated 1o 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 1s dramning 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 dnlling of an offset well on the arca covered by this
lease, and such offset well shall be dnilled to such depth as may be necessary to prevent the undue drainage of the area covered by this lease, and the Lessee, manager or dnller 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 de of the Cq ner and with his wnitten approval, may the
payment of a compensatory royalty satisfy the obligation to dnll an offset well or wells required under this Paragraph

9. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM: If, during the pnmary term hereof and pnior to discovery and production of oil or gas on said land, Lessee
should dnll a dry hole or holes thereon, or if during the pnmary term hereof and after the discovery and actual production of ol or gas from the leased premises such production thereof should
cease from any cause, this lease shall not terminate if on or before the expiration of sixty (60) days from date of completion of said dry hole or cessation of production Lessee commences
additional drilling or reworking operations thereon, or pays or tenders the next annual delay rental in the same manner as provided in this lease. If, duning the last year of the pnmary term or
within sixty (60) days prior thereto, a dry hole be completed and abandoned, or the production of oil or gas should cease for any cause, Lessee's nights shall remain in full force and effect without
further operations until the expiration of the primary term; and if Lessee has not resumed production in paying quantities at the expiration of the pnmary term, Lessee may maintain this lease by
conducting additional drilling or reworking operations pursuant to Paragraph 10, using the expiration of the pnmary 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 o1l or gas well and upon the failure to
make such payment, this lease shall ipso facto terminate. If at the expiration of the pnimary 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 without ptions 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 dnlling 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 wnitten 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 junisdiction over the production of oil
and gas. 1f at any time after the expiration of the pnmary term of a lease that, until being shut in, was being maintained in force and effect, a well capable of producing o1l or gas in paying
quantities 1s 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 o1l or gas
royalty an amount equal to $10.00 per acre, but not less than $1,200 a year for each well capable of producing oil or gas in paying quantities. To be effective, each initial shut-in oil or gas royalty
must be paid on or before: (1) the expiration of the pnmary 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 dnlling
or reworking operation in accordance with the lease provisions, whichever date is latest. If the shut-in o1l 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 peniod of one year from the end of the pnimary 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 n effect by payment of the shut-in oil or gas royalty, oil or gas is sold and delivered in paying quantities from a
well located within one thousand (1,000) feet of the leased premises and completed in the same producing reservoir, or in any case in which drainage is occurmning, the nght to continue to maintain
the lease by paying the shut-in o1l or gas royalty shall cease, but the lease shall remain effective for the remainder of the vear for which the royalty has been pard. The Lessee may maintain the
lease for four more successive years by Lessee paying compensatory royalty at the royalty rate provided in the lease of the market value of production from the well causing the drainage or which
1s completed in the same producing reservoir and within one thousand (1,000) feet of the leased premises. The compensatory royalty 1s to be paid monthly to the Commussioner beginning on or
before the last day of the month following the month in which the oil or gas 1s produced from the well causing the drainage or that i1s completed i 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 i an amount less than the annual shut-in oil or gas royalty, Lessee shall pay an
amount equal 1o the difference within thirty (30) days from the end of the 12-month peniod; and none of these provisions will relieve Lessee of the obligation of reasonable development nor the
obligation to dnll offset wells as provided in NR.C. Section 52.034; however, at the determination of the Commuissioner, and with the Commssioner's wnitten approval, the payment of
compensatory royalties shall satisfy the obligation to dnll offset wells. Compensatory royalty payments which are not timely paid will accrue penalty and mterest in accordance with Paragraph §
of this lease.



13. EXTENSIONS: If; at the expiration of the pnmary 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 1n the General Land Office wnitten application to the Commissioner
of the General Land Office for a thirty (30) day extension of this lease, accompanied by payment of Three Thousand Dollars ($3,000.00) if this lease covers six hundred forty (640) acres or less
and Six Thousand Dollars ($6,000.00) if this lease covers more than six hundred forty (640) acres and the Commissioner shall, in writing, extend this lease for a thirty (30) day peniod from and
after the expiration of the primary term and so long thereafler as oil or gas is produced in paying quantities; provided further, that Lessee may, so long as such dnlling operations are being
conducted make like application and payment during any thirty (30) day extended penod for an additional extension of thirty (30) days and, upon receipt of such 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 imgation 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 dnlling 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 requinng 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 prnivate 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 ng or other equipment located on the leased area. Solid waste shall include but shall not be limited to containers, equipment, rubbish, plastic, glass, and any other man-made non-
biodegradable 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 nivers and niverbeds.

(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 hability 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 secunity. 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 15 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 thercof. Every transferee shall succeed to all nghts 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 i 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 secunty 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 secunity 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 ansing 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 1s 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 thinty (30) days after it becomes due, or if Lessee or an authorized agent should knowingly make any
false return or false repont conceming production or drilling, or if Lessee shall fail or refuse to dnll any offset well or wells in good faith as required by law and the rules and regulations adopted by
the Commussioner of the General Land Office, or if Lessee should fail 1o 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 pentaining 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 1s assigned and the assignment is not filed in the General Land Office as required by law, the nights acquired under

this lease shall be subject to forfeiture by the Commissioner, and he shall forfeit same when sufficiently informed of the facts which authonize a forfeiture, and when forfeited the area shall again
be subject to lease to the highest bidder, under the same regulations controlling the onginal sale of leases. However, nothing herein shall be construed as waiving the automatic termination of this
lease by operation of law or by reason of any spectal limitation arising hereunder. Forfeitures may be set aside and this lease and all nights 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 nverbed, 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: Ths lease shall be subject to all rules and regulations, and amendments thereto, promulgated by the Commissioner of the
General Land Office goveming 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, 10 be bound by and subject 1o all statutory and regulatory provisions relating to the General Land
Office’s audit billing notice and audn heanngs procedures. Said provisions are currently found at 31 Texas Admimstrative 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 dnlling; provided, however, that no surface dnlling location may be nearer than 660 feet and special permission from the
Commissioner of the General Land Office is necessary to make any surface location nearer than 2,160 feet measured at right angles from the nearest bulkhead line or from the nearest dredged
bottom edge of any channel, slip, or tuning basin which has been authorized by the United States as a federal project for future construction, whichever is nearer

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

24. FORCE MAJEURE: Should Lessee be prevented from complying with any express or implied covenant of this lease, from conducting dnlling operations thereon, or from producing oil
and/or gas therefrom, after effort made in good faith, by reason of war, rebellion, riots, strikes, fires, acts of God or any order, rule or regulation of govermmental 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 abndge Lessee’s nght to a suspension under any
applicable statute of this State.

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

26. REDUCTION OF PAYMENTS: If, during the primary term, a portion of the land covered by this lease is included within the boundanes of a pooled unit that has been approved by the
School Land Board in accordance with Natural Resources Code Sections 52.151-52.153, or if, at any time after the expiration of the prnimary 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 ber of acres pooled, released, surrendered, or
otherwise severed, so that payments determined on a per acre basis under the terms of this lease duning the primary term shall be calculated based upon the number of acres outside the boundanes
of a pooled umit, or, if afier the expiration of the primary term, the number of acres actually retained and covered by this lease

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

28. ANTIQUITIES CODE: In the event that any feature of archeological or historical interest on Permanent School Fund Land is encountered during the activities authorized by this lease,
Lessee will immediately cease activities and will immediately notify the General Land Office (ATTN. Archacologist, Asset Management Division, 1700 N. Congress Ave, Austin, Texas 78701)
and the Texas Historical Commission (P.O. Box 12276, Austin, TX 78711) so that adequate measures may be undertaken to protect or recover such discovenes or findings, as appropnate. Lessee
is expressly placed on notice of the National Historical Preservation Act of 1966 (PB-89-66, 80 Statute 915; 16 U.S.C.A. 470) and the Antiquities Code of Texas, Chapter 191, Tex. Nat. Code
Ann. (Vernon 1993 & Supp. 1998). On state-owned land not dedicated to the Permanent School Fund, lessee shall notify the Texas Historical Commission before breaking ground at a project
location. An archacological survey might be required by the commission before construction of the project can commence. Further, in the event that any site, object, location, artifact or other
feature of archaeological, scientific, educational, cultural or historic interest 15 encountered duning the activities authorize by this lease, lessee will immediately noufy lessor and the Texas
Histoneal C on so that adeq es may be undertaken to protect or recover such discovenies or findings, as appropnate

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

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



31. EXECUTION: Thisoil %as leasd 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
SO \ LESSEE
: BY:
< i
= TITLE:
= 2 )
\ : . = DATE:
=
3
(a9
TESTIM N% EEREO , witness the signature of the Commussioner of the General Land Office of the State of Texas under the seal of the General Land Office.
L o
S T
Z v
2 I= COMMISSIONER OF THE GENERAL LAND OFFICE
= a OF THE STATE OF TEXAS
APPROVED
Contents
Legal
DC
Exec
STATE OF (CORPORATION ACKNOWLEDGMENT)
COUNTY OF

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

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

of

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

Given under my hand and seal of office this the

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

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

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

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

Notary Public in and for




TEXADS GENERAL LAND OFFICE

JERRY PATTERSON, COMMISSIONER

May 1, 2010

Mr. T. Verne Dwyer
508 West Wall, Suite 403
Midland, Texas 79701-5077

Dear Mr. Dwyer:

Thank you for participating in the General Land Office Oil and Gas Lease Sale held on April 6,
2010. | am pleased to inform you that you were the high bidder on MGL. No. 5, which has been
assigned the lease number M-110704.

State Lease M-110704 is enclosed and serves as your receipt for your bid. This lease form must
be fully executed by the lessee, and then recorded in the County Clerk's office of the county or
counties in which lands covered by the lease are located. After signing and recording the lease,
please submit a certified copy of the recorded lease to the attention of the undersigned. These
requirements are material provisions of the lease; therefore, please return the certified copy at your
earliest convenience.

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

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

Sincerely,

o -

Robert B. Hatter, Director
Mineral Leasing Division

Stephen F. Austin Building * 1700 North Congress Avenue + Austin, Texas 78701-1495
Post Office Box 12873 * Austn, Texas 78711-2873
512-463-5001 « 800-998-4G1.0

www.glo.state.rx.us
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Lease Form
Revised 10/99

Surveyed School Land @‘) B

Austin, Texas

OIL AND GAS LEASE
NO. M-110704

WHEREAS, pursuant to the Texas Natural Resources Code Chapters 32, 33, 51, and Chapter 52, Subchapters A-D and H, (said Code being hereinafier referred to as N.R.C.), and subject 10 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 1o said
N.R.C., the following area, to-wit:

SECTION 11, BLOCK 113, PUBLIC SCHOOL LAND SURVEY, CULBERSON COUNTY, TEXAS, CONTAINING APPROXIMATELY 640 ACRES, AS SHOWN ON THE
OFFICIAL MAP OF CULBERSON COUNTY, TEXAS NOW ON FILE IN THE TEXAS GENERAL LAND OFFICE, AUSTIN, TEXAS,

was, after being duly advertised, offered for lease on the 6" day of April, 2010, 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 6'" day of April, 2010, hereinafter the “effective date” and it was found and determined that T. VERNE DWYER whose address is
508 WEST WALL, SUITE 403, MIDLAND, TEXAS 79701-5077 had offered the highest and best bid for a lease of the area above descnbed and is, therefore, entitled 1o receive a lease
thereon:

NOW, THEREFORE, I, Jerry E. Patterson, Commissioner of the General Land Office of the State of Texas, hereinafier sometmes referred to as "Lessor,” whose address i1s Austin, Texas, by
virtue of the authority vested in me and in consideration of the payment by the heremafter designated Lessee, the sum of Two Hundred Twenty-Five Thousand Six Hundred Thirty-Twe And
00/100 Dollars ($225,632.00), 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 nght 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 Lessce, 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 boundanes
of the leased area. All of the rights in and to the leased premises retained by Lessor and all of the nights in and to the leased premises granted to Lessee herein shall be exercised in such a manner
that neither shall unduly interfere with the operations of the other.

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

3. DELAY RENTALS: If no well is commenced on the land hereby leased on or before the anniversary date of this lease, this lease shall termunate 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 m 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 ela I 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 10 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, duning 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 pant of the gross production or the market value thereof, at the option of the
Lessor, such value to be determined by 1) the highest posted price, plus premium, if any, offered or paid for oil, condensate, distillate, or other liquid hydrocarbons, respectively, of a like type and
gravity in the general area where produced and when run, or 2) the highest market price thereof offered or paid in the general area where produced and when run, or 3) the gross proceeds of the
sale thereof, whichever is the greater. Lessee agrees that before any gas produced from the land hereby leased is sold, used or processed in a plant, it will be run free of cost to Lessor through an
adequate oil and gas separator of conventional type or other equipment at least as efficient to the end that all liquid hydrocarbons recoverable from the gas by such means will be recovered. Upon
written consent of Lessor, the requirement that such gas be run through such a separator or other equipment may be waived upon such terms and conditions as prescribed by Lessor

(B) NON-PROCESSED GAS: As a royalty on any gas (including flared gas), which is defined as all hydrocarbons and gaseous substances not defined as oil in subparagraph (A) above,
produced from any well on said land (except as provided herein with respect to gas processed in a plant for the extraction of gasoline, liquid hydrocarbons or other products) 1/4 part of the gross
production or the market value thereof, at the option of the Lessor, such value to be based on the highest market price paid or offered for gas of comparable quality in the general area where
produced and when run, or the gross price paid or offered to the producer, whichever 1s 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 dard base temperature shall be sixty (60) degrees Fahrenheit, correction to be made for pressure according to Boyle's Law,
and for specific gravity according 1o test made by the Balance Method or by the most approved method of testing being used by the industyCR IbFiRwe Diestip
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(C) PROCESSED GAS: As a royalty on any gas processed in a gasoline plant or other plant for the recovery of gasolme or other liquid hydrocarbons, 1/4 part of the res:due gas and the
liquid hydrocarbons extracted or the market value thereof, at the option of the Lessor. All royalties due hercin shall be based on one hundred percent (100%) of the total plant production of residue
gas atributable 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,
antributable 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 pruccssmg 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.

LY

(D) OTHER PRODUCTS: As a royalty on carbon black, sulphur or any other products produced or manufactured from gas (excepting liquid hydrocarbons) whether said gas be
“casinghead,” “dry” or any other gas, by fractionating, buming or any other processing, 1/4 part of gross production of such products, or the market value thereof, at the option of Lessor, such
market value 10 be determined as follows:

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

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

(1) In the event production in paying quantities is established pursuant to the terms of this lease and such production is brought on line and sales thereof are commenced after the expiration
of eighteen (18) months from the effective date hereof but prior to the expiration of twenty-four (24) months from the effective date hereof, the royalty rate provided herein shall be reduced to
22 5% and shall apply to each subsequent well drilled and produced on the land covered by this lease. Provided that, if during such six (6) month term during which Lessee may eam a reduced
royalty rate of 22.5% as herein provided, Lessee should dnll in good faith and complete the first well as a dry hole on the land covered by this lease, Lessee may receive a three (3) month
extension of the term in which to eam a reduced royalty rate by giving notice to the Commissioner of the General Land Office, commencing drilling operations on an additional well priar to the
expiration of such three (3) month period and prosecuting diligently and in good faith the dnlling 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, al 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, stonng, separating, treating,
dehydrating, compressing, processing, transporting and otherwise making the oil, gas and other products produced hereunder ready for sale or use. Lessor’s nght 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 Ci ioner of the G | Land Office, Lessee may recycle gas
for gas lift purposes on the leased premises after the liqumd 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 thereafier 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.

(1) MINIMUM ROYALTY: During any year after the expiration of the pnimary 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 duning the preceding year

() 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) 10 extend the economic life of this lease and encourage recovery of oil or gas that might otherwise remain un.recovcrl:d 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 apphcable st ]

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

Payment of royalty on production of oil and gas shall be as provided in the rules set forth in the Texas Register. Rules currently provide that royalty on oil is due and must be received in the
General Land Office on or before the 5th day of the second month succeeding the month of production, and royalty on gas is due and must be received in the General Land Office on or before the
15th day of the second month succeeding the month of production, accompanied by the affidavit of the owner, manager or other authonzed agent, completed in the form and manner prescribed by
the General Land Office and showing the gross amount and disposition of all 0il 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 venfy 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 15 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 1s 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 prescnbed by the due date provided herein
Payment of the delinquency penalty shall in no way operate to prohibit the State’s nght of forfeiture as provided by law nor act to postpone the date on which royalties were originally due. The
above penalty provisions shall not apply in cases of title dispute as to the State's portion of the royalty or to that portion of the royalty in dispute as to fair market value

6. (A) RESERVES, CONTRACTS AND OTHER RECORDS: Lessee shall annually furnish the Commissioner of the General Land Office with its best possible estimate of oil and gas
reserves underlying this lease or allocable to this Iease and shall furnish said Commissioner with copies of all contracts under which gas is sold or processed and all subsequent agreements and
amendments 1o such contracts within thirty (30) days after entenng into or making such contracts, agreements or amendments. Such contracts and agreements when received by the General Land
Office shall be held in confidence by the General Land Office unless otherwise authorized by Lessee. All other contracts and records pertaining to the production, transportation, sale and
marketing of the oil and gas produced on said premises, including the books and accounts, receipts and discharges of all wells, tanks, pools, meters, and pipelines shall at all times be subject to
inspection and examination by the Commissioner of the General Land Office, the Anomey General, the Governor, or the representative of any of them.

(B) DRILLING RECORDS: Written notice of all operations on this lease shall be submitted to the Commissioner of the General Land Office by Lessee or operator five (5) days before spud
date, workover, re-entry, temporary abandonment or plug and abandonment of any well or wells. Such written notice to the General Land Office shall include copies of Railroad Commission
forms for application to drill. Copies of well tests, completion reports and plugging reports shall be supplled 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, anda, ports, 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 exprcssly prowded for. Lessee shall have an electnical 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 dnlled 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 I'ﬂccr(&ﬂ daysaﬁq 1Iggwkmg oféa:d survey.
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(C) PENALTIES: Le?sce 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.

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

(A) VERTICAL: In the event this lease is in force and effect two (2) years after the expiration date of the primary or extended term it shall then terminate as to all of the leased premises,
EXCEPT (1) 40 acres surrounding each oil well capable of producing in paying quantities and 320 acres swrrounding 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 praration unit for each
sucl! producing well under the rules and regulations of the Railroad Commission of Texas, or any successor agency, or other governmental authority having junisdiction. 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 o 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 "deeper depths™) in each well located on acreage retained in Paragraph 7 (A) above, unless on or before two (2) years after the primary or extended
term Lessee pays an amount equal to one-half (1/2) of the bonus originally paid as consideration for this lease (as specified on page 1 hereof). If such amount is paid, this lcase 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 1o 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 wntten instrument the acreage and/or
depths 10 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 th are reclassified so that less acreage is thereafter allocated to said well or wells for production purposes, this lease shall thereupon terminate as to all acreage not thereafier
allocated to said well or wells for production purposes.

8. OFFSET WELLS: If ail 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 dnlling 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 d ination of the C 1551 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 pnmary 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 dnlling or reworking operations thereon, or pays or tenders the next annual delay rental in the same manner as provided in this lease. If, duning the last year of the pnmary 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 nghts 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 pnmary term, Lessee may maimntain 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 heremn 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 fatlure 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 hercof.

10, CESSATION, DRILLING, AND REWORKING: If, after the expiration of the pnmary term, production of oil or gas from the leased premises, afier once obtained, should cease from
any cause, this lease shall not inate if Lessee 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 dnlling 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 o1l or gas well
royalties or payment of compensatory royalties is made as provided herein or as provided by law. If the dnlling 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 wnitten 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 junsdiction over the producnion of oil
and gas. If at any time afler 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 suntable market, then Lessee may pay as a shut-in oil or gas
royalty an amount equal to $10.00 per acre, but not less than $1,200 a ycar for each well capable of producing oil or gas in paying quantities. To be effective, each initial shut-in o1l or gas royalty
must be paid on or before: (1) the expiration of the pnmary 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 dnlling
or reworking operation in accordance with the lease provisions; whichever date is latest. 1 the shut-in o1l or gas royalty 1s paid, the lease shall be considered to be a producing lease and the
payment shall extend the term of the lease for a peniod of one year from the end of the pnimary term, or from the first day of the month following the month i 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 0il or gas royalty, oil or gas is sold and delivered in paying quantities from a
well located within one thousand (1,000) feet of the leased premises and completed in the same producing reservoir, or in any case in which drainage is occurring, the night to continue to maintain
the lease by paying the shut-in oil or gas royalty shall cease, but the lease shall remain effective for the remainder of the year for which the royalty has been paid. The Lessee may maintain the
lease for four more successive years by Lessee paying compensatory royalty at the royalty rate provided in the lease of the market value of production from the well causing the dranage 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 1o 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 i1s 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 1s in an amount less than the annual shut-in o1l 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 dnll offsel wells as provided in N.R.C. Section 52,034, however, at the determination of the Commissioner, and with the Commissioner's written approval, the payment of
compensatory royalties shall satisfy the obligation to drill offset wells. Compensatory royalty payments which are not timely paid will accrue penalty and interest in accordance with Paragraph §
of this lease. -
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13. EXTENSIONS: If, at the expiration of the primary term of this lease, production of oil or gas has not been obtained on the leased premises but drilling operations are being conducted
thereon in good faith and in a good and workmanlike manner, Lessee may, on or before the expiration of the primary term, file in the General Land Office written application to the Commissioner
of the General Land Office for a thirty (30) day extension of this lease, accompanied by payment of Three Thousand Dollars ($3,000.00) if this lease covers six hundred forty (640) acres or less
and Six Thousand Dollars ($6,000.00) if this lease covers more than six hundred forty (640) acres and the Commissioner shall, in writing, extend this lease for a thirty (30) day period from and
after the expiration of the primary term and so long thereafter as oil or gas is produced in paying quantitics; provided further, that Lessee may, so long as such dnlling 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, !Jrc
Commissioner shall, in writing, again extend this lease so that same shall remain in force for such additional thity (30) day period and so long thereafter as oil or gas is produced in paying
quantitics; 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 wnitten consent of Lessor. Subject to its obligation to pay
surface damages, Lessee shall have the right to use so much of the surface of the land that may be reasonably necessary for drilling and operating wells and transporting and marketing the
production therefrom, such use 1o 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 comamina_lton. 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 dnilling 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 ng or other equipment located on the leased area. Solid waste shall include but shall not be limited to contai quipment, rubbish, plastic, glass, and any other man-made non-
biodegradable items. A sign must be displayed in a high taffic area on all vessels and manned platforms stating, "Discharge of any solid waste or garbage into State Waters from vessels or
platforms is stnctly prohibited and may subject a State of Texas lease to forfeiture.” Such statement shall be in lettening of at least 1" in size.

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

(D) PENALTY: Failure to comply with the requirements of this provision may result in the maximum penaity allowed by law including forfeiture of the lease. Lessee shall be hable 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 imes, 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 cont tion at dnill sites shall pass to the transferce upon the prior wnitten 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 secunty. 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 certificd copy thercof. Every transferee shall succeed to all nghts and be subject to all obligations, liabilities, and
penalties owed 1o the State by the onginal 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 prescnibed by the General Land Office rules in effect
on the date of receipt by the General Land Office of such relinquishment or centified 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 o1l 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 Lessce 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 |, 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 Commussioner 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 dnll any offset well or wells in good faith as required by law and the rules and regulations adopted by
the Commussioner 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 autharized agent should knowingly fail
or refuse to give correct information to the proper authority, or knowingly fail or refuse to furmish 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 Commssioner, and he shall forfeit same when sufficiently informed of the facts which authorize a forfeiture, and when forfeited the area shall again
be subject 1o lease to the highest bidder, under the same regulations controlling the original sale of leases. However, nothing herein shall be construed as waiving the automatic termination of this
lease by operanon of law or by reason of any special limitation ansing 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 niverbed, Lessee is hereby specifically granted the right of emi domain and cond ion as provided for in N.R.C. Sections
52.092-52 093, as a pant of the consideration moving to Lessor for the covenants herein made by Lessee.

22. APPLICABLE LAWS AND DRILLING RESTRICTIONS: This lease shall be subject to all rules and regulations, and amendments thereto, promulgated by the Commissioner of the
General Land Office governing dnlling 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, 10 be bound by and subject to all statutory and regulatory provisions relating to the General Land
Office’s audit billing noriceaﬂt‘ndﬁﬂ Hcannh!,bcmgs. Saideprovisions are currently found at 31 Texas Administrative Code, Chapter 4, and Texas Natural Resources Code Sections 52.135

and 52 137 through 52 140,:|n:hc efent !.hls lc:sc cg'crs land $ragthised or leased or otherwise used by a navigation district or by the United States for the purpose of navigation or other purpose
L . .
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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 turning 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, matenal, 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 authonized 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, after effort made in good faith, by reason of war, rebellion, riots, strikes, fires, acts of God or any order, rule or regulation of governmental authority, then while so prevented,
Lessee's obligation to comply with such covenant shall be suspended upon proper and satisfactory proof presented to the Commissioner of the General Land Office in suppont 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 thefi 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 eil, gas or other hydrocarbons lost by reason of theft.

26. REDUCTION OF PAYMENTS: If, duning the primary term, a portion of the land covered by this lease is included within the boundanes of a pooled unit that has been approved by the
School Land Board in accordance with Natural Resources Code Sections 52.151-52,153, or if, at any time afier 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, susrendered, 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 boundanes
of a pooled unit, or, if after the expiration of the primary term, the number of acres actually retained and covered by this lease.

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

28. ANTIQUITIES CODE: In the event that any feature of archeological or historical interest on Permanent School Fund Land 1s éncountered during the activities authonzed by this lease,
Lessee will immediately cease activities and will immediately notify the General Land Office (ATTN. Archacologist, Asset Management Division, 1700 N. Congress Ave., Austin, Texas 78701)
and the Texas Historical Commission (P.O. Box 12276, Austin, TX 78711) so that adequate measures may be undertaken to protect or recover such discovenes or findings, as appropnate. Lessee
is expressly placed on notice of the National Histonical 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. (Vemnon 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 appropnate,

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

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

. LT ess 9
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3.

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

T. VERNE DWYER
LESSEE 7
BY: Mm —
mme: 1. Verne Dwyer
pate:  May 19, 2010
IN TESTIMONY WHEREOF, witness the sigr of the G \Land Offj State of Texas under the seal of the General Land Office.
~
IMISSIONER OF THE GENERAL LAND OFFICE
©HTHE STATEJOF TEXAS
\PPROVEDZ
1 4
Contents '/E -
Legal
DC
Exec
STATE OF (CORPORATION ACKNOWLEDGMENT)
COUNTY OF i 241
adi Yo (v
BEFORE ME, the undersigned authonty, on this day personally appeared g
LA
known to me 1o be the person whose name 15 subscnbed 1o the foregoing instrument, as . of = P
, e OV 0

and acknowledged to me that he executed the same

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

,20

FRAL 3 - el

Notary Public in and for -
o = — g

day of

Given under my hand and seal of office this the

(INDIVIDUAL ACKNOWLEDGMENT)

STATE OF TEXAS
COUNTY OF__MIDLAND

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

T. VERNE DWYER

known to me 1o be the person§ whose names are subscnbed to the foregoing instrument, and acknowledged to me that 3 executed the
same for the purposes and consideration therein expressed

Given under my hand and seal of office this the 19th  dayof Ma_y
D aMMw//m&

Nom,(mdm.mdu! the State of Texas

JUDY SHEP :
Notary Pu[';'lﬁ:RD

STATE OF TEXAS

ﬁ'ﬁ ’ My Commission 5 plidona
- kplnc 07/42/2011 ¢
"' =sf “‘““ “" "“éuuuuui g

.. 0. .'n. ped
= . .o




Date Filed:

CERTIFIED TRUE AND CORRECT COPY CERTIFICATE
STATE OF TEXAS

COUNTY OF CULBERSON

The above and foregoing is a full, true and correct photographic copy of the

eriginal record now in my lawful custody and possession, as the same is
Cal &

Records of my office, found

1 hereby certified on (O q Q’O\O

LINDA McDONALD, COUNTY & DISTRICT CLERE
CULBERSON

w2l L (LR

DEPUTY



IN PAYMENT OF DELAY RENTAL/SHUT-IN ROYALTY/MIN. ROYALTY TO PARTY OR PARTIES NAMED BELOW PURSUANT TO THE TERMS OF LEASE IDENTIFIED HEREIN

il
E— 29
LEASE NO. ~ LEASE NAME : P ol ’
42-3013999/000 STOF TX M-110704 12 | 04-06-2011
ST COUNTY ‘ WK PAGE REFERENCE LEASE DATE CHECK DATE
T™X CULBERSON 101 310 04-06-2010 02-17-2011
PROPERTY DESCRIPTION:
AGENCY LEASE NUMBER M-110704
IN PAYMENT OF:D RENTAL DIVISION ‘WESTERN
FOR: 1ST & 2ND YRS / $5 PER ACRE
REMARKS: TEXAS GLO LEASE NO. M-110704 as
RECORDED: Book 101 Page 310 Reception # 65486 1 1 7 O 6 2 6 9 $ et
TRACT: 1 COUNTRY: us STATE TX COUNTY: CULBERSON NET ACRES =
PROSPECT: AVALON PERMIA 640.000 se m
DISTRICT:PERMIAN R
PROJECT:PB TEXAS SOUTH
LEGAL (Part of):PSL ABST/ID# 2086 Grantee Blk 113 Sec 11 QQ ALL e A
FOR THE CREDIT OF: PAYMENT A [ v
TEXAS GENERAL LAND OFFICE (BA# 35207601 ) $3,200.00 C n VIO A -
STEPHEN F AUSTIN BLDG ] 1 == \V/ T
1700 NORTH CONGRESS AVENUE /N ) .
AUSTIN TX 78701-0000 W s e
ACCT I
DEPOSIT TO THE CREDIT OF: |
TEXAS GENERAL LAND OFFICE TOTAL AMOUNT: ** "Jr"Sﬁ,ZOO.OO
STEPHEN F AUSTIN BLDG
1700 NORTH CONGRESS AVENUE RENTAL AMOUNT: \
AUSTIN TX 78701-0000 e— — \ o
OWNER NO.: 35207601 CHECK NO.: 10041942
TAX I.D.: CHECK DATE: 02-17-2011

DETACH STATEMENT BEFORE DEPOSITING
Devon Energy Production Company, L.P.
20 N. Broadway
Oklahoma City, OK 73102-8260
PH: 405-235-3611
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IN PAYMENT OF DELAY RENTAL/SHUT-IN ROYALTY/MIN. ROYALTY TO PARTY OR PARTIES NAMED BELOW PURSUANT TO THE TERMS OF LEASE IDENTIFIED HEREIN

[

LEASE NO.

LEASE NAME

RENTAL PERIOD

MO.

BEGINNING

42-3013999/000

ST OF TX M-110704

12

04-06-2011

ST

COUNTY

RECORDING INFORMATION

BOOK

PAGE

REFERENCE

LEASE DATE CHECK DATE

X

CULBERSON

101

310

04-06-2010 02-17-2011

PROPERTY

DESCRIPTION:

AGENCY LEASE NUMBER: M-110704
IN PAYMENT OF:DELAY RENTAL

FOR: 15T & 2ND YRS / $5 PER ACRE
REMARKS: TEXAS GLO LEASE NO. M-110704

RECORDED: Book 101 Page 310 Reception # 65486

E
STEPHEN F AUSTIN BLDG
H CONG

& ALON PERMIAN
;I_':PERMIAN

CREDIT OF:
RAL LAND OFFICE

DEPOSIT TO THE CREDIT OF:

TEXAS GENERAL LAND OFFICE

STEPH

EN F AUSTIN BLDG

DIVISION

:1T' COUNTRY us STATE TX COUNTY: CULBERSOé\I

:WESTERN

QUTH
Part of):PSL ABST/ID# 2086 Grantee Blk 113 Sec 11 QQ ALL

PAYMENT

(BA# 35207601 ) $3,200.00

E
X 78701-0000

1700 NORTH CONGRESS AVENUE
AUSTIN

OWNER NO.:

TAX I.D.:

devon

35207601

X

78701-0000

NET ACRES
0

TOTAL AMOUNT:

RENTAL AMOUNT:

BANK CHARGE:

CHECK NO.:

CHECK DATE:

DETACH STATEMENT BEFORE DEPOSITING
Devon Energy Production Company, L.P.

20 N. Broadway

PH: 405-235-361

1

Oklahoma City, OK 73102-8260

LEASE IDENTIFIED HEREIN

Ld L]
ssssse
.

$3,200.00

$.00

10041942

02-17-2011

IF CORRESPONDENCE IS REQUIRED, PLEASE MAKE REFERENCE TO ABOVE LEASE NUMBER

PH: 405-235-3611

RENTAL

TEXAS GENERAL LAND OFFICE
STEPHEN F AUSTIN BLDG

1700 O H CONGRESS AVENU

X 78701 OOOO

Devon Energy Production Company, L.P.
20 N. Broadway
Oklahoma City, OK 73102-8260

RECEIPT

02-17-2011
no. 10047942

PAY THIS AMOUNT
kxkx*$53,200.00

PLEASE ACKNOWLEDGE RECEIPT OF PAYMENT
SIGN AND DATE IN THE SPACE PROVIDED BELOW
RETURN RECEIPT IN THE ENCLOSED ENVELOPE

RECEIVED BY:

e RENTAL PAYMENT

\.‘

DATE:

FEB 2 2 2011




File No. m}f' /j070“/

RENTAL PAYMENT

Date Filed:___ 1/ 32/ |

Jerry E. Patterson, Commussioner

By >




IN PAYMENT OF DELAY RENTAL/SHUT-IN ROYALTY/MIN. ROYALTY TO PARTY OR PARTIES NAMED BELOW PURSUANT TO THE TERMS OF LEASE IDENTIFIED HEREIN

LEASE NG LEASE NAE g T
42-3013999/000 STOF TX M-110704 12 | 04-06-2012
ST COUNTY e R A O P reE LEASE DATE CHECK DATE
™ CULBERSON 101 310 04-06-2010 02-16-2012
PROPERTY DESCRIPTION:
AGENCY LEASE NUMBER: M-110704
IN PAYMENT OF:DELAY RENTAL DIVISION  :WESTERN
FOR: 1ST & 2ND YRS / $5 PER ACRE ’5‘% \{’ 2‘1“'}“\
REMARKS: TEXAS GLO LEASE NO. M-110704 '
RECORDED: Book 101 Page 310 Reception # 65486
TRACT: 1 COUNTRY: US STATE: TX COUNTY: CULBERSON NET ACRES
PROSPECT: AVALON PERMIAN TX 640.000 =
DISTRICT:PERMIAN 1 2 /
PROJECT:PB TEXAS SOUTH 07 3
LEGAL (Part of):PSL ABST/ID# 2086 Grantee Blk 113 Sec 11 QQ ALL £ 9 0
FOR THE CREDIT OF: PAYMENT
TEXAS GENERAL LAND OFFICE (BA# 35207601 ) $3,200.00
STEPHEN E AUSTIN BLDG

E
AUSTIN X 78701-0000
g @ C PY
O {
|

DEPOSIT TO THE CREDIT OF:

TEXAS GENERAL LAND OFFICE TOTAL AMOUNT: *****$3 200.00
STEPHEN F AUSTIN BLDG
1700 NORTH CONGRESS AVENUE RENTAL AMOUNT:
AUSTIN TX 78701-0000 BANE CHARGE: $.00
OWNER NO.: 35207601 CHECK NO.: 10046524
TAX 1.D.: CHECK DATE: 02-16-2012

DETACH STATEMENT BEFORE DEPOSITING
Devon Energy Production Company, L.P.
20 N. Broadway
Oklahoma City, OK 73102-8260
PH: 405-235-3611
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IN PAYMENT OF DELAY RENTAL/SHUT-IN ROYALTY/MIN. ROYALTY TO PARTY OR PARTIES NAMED BELOW PURSUANT TO THE TERMS OF LEASE IDENTIFIED HEREIN
-

RENTAL PERIOD
LEASE NO. LEASE NAME o AL TR0

42-3013999/000 ST OF TX M-110704 12 | 04-06-2012

ST COUNTY o R A N e LEASE DATE CHECK DATE

TX | CULBERSON 101 310 04-06-2010 | 02-16-2012

PROPERTY DESCRIPTION:
AGENCY LEASE NUMBER: M-110704
IN PAYMENT OF:DELAY RENTAL DIVISION ‘WESTERN
FOR: 1ST & 2ND YRS / $5 PER ACRE
REMARKS: TEXAS GLO LEASE NO. M-110704
RECORDED: Book 101 Page 310 Reception # 65486
TRACT 1 COUNTRY: US STATE: TX COUNTY: CULBERSO%Q40 060 NET ACRES LEASE IDENTIFIED HEREIN

PROSPECT: AVALON PERMIAN TX
DISTRICC::}I'. PERMIAN

R THE CREDIT OF: PAYMENT
)E(AS GENERAL LAND OFFICE (BA# 35207601 ) $3,200.00
(6]

DEPOSIT TO THE CREDIT OF:

TEXAS GENERAL LAND OFFICE TOTAL AMOUNT: $3,200.00

STEPHEN F AUSTIN BLDG

1700 NORTH CONGRESS AVENUE RENTALIAMOUNT;

AUSTIN TX 78701-0000 AN CHARGE: $.00
OWNER NO.: 35207601 CHECK NO.: 10046524
TAX I.D.: CHECK DATE: 02-16-2012

DETACH STATEMENT BEFORE DEPOSITING
Devon Energy Production Company, L.P.
20 N. Broadway
Oklahoma City, OK 73102-8260

PH: 405-235-3611
IF CORRESPONDENCE IS REQUIRED, PLEASE MAKE REFERENCE TO ABOVE LEASE NUMBER

Devon Energy Production Company, L.P,

devon Oliahoma City, OK 73102.8260

PH: 405-235-3611
02-16-2012

no. 10046524

PAY THIS AMOUNT
RENTAL RECEIPT svess$3.200.00
TEXAS GENERAL LAND OFFICE PLEASE ACKNOWLEDGE RECEIPT OF PAYMENT
STEPHEN F AUSTIN BLD SIGN AND DATE IN THE SPACE PROVIDED BELOW
AL NORTH CONGRESS AENUE 000 RETURN RECEIPT IN THE ENCLOSED ENVELOPE

RECEIVED BY: E" BEIS”AI EéyndEblI
oate:  FEB 2 1 2012




File No._ME_llo 204

&g,(m; Lot}

Date Filéd: ___ 2/ 2%/ 12

Jerry E. Patterson, Comissione:
By ot




"TEXAS GENERAL LAND OFFICE

JERRY PATTERSON, COMMISSIONER

September 20, 2012

Caitlin E. Pierce

Land Technician

Cimarex Energy Co.

600 N. Marienfeld, Suite 600
Midland, Texas 79701

(sent via email to cpierce(@cimarex.com)

RE: 13 State Leases Described on Page 2 hereof
Dear Caitlin:

This letter is in response to your email request dated September 19, 2012 for confirmation that the delay
rentals for the referenced leases have been paid. Upon review, it has been determined that the rentals are
current to date.

According to our records, Devon Energy Production Company, L. P. is the leaseholder of all of the leases. Our records
contain no assignment(s) from Devon Energy to Cimarex Energy. If Cimarex has acquired these leases, then pursuant
to the Texas Administrative Code, we request that you file with this office a recorded original or certified copy of an
Assignment(s) of these State Oil and Gas Leases to Cimarex Energy Co., along with a filing fee of $25.00 (per
assignment) to be sent to the attention of Beverly Boyd.

If we can be of further assistance, please let us know.

Yours truly,

Linda Price, RL

Mineral Leasing, Energy Resources
512-463-5118

512-475-1543 (fax)
linda.price@glo.texas.gov

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.ox.us



Caitlin E. Pierce
Cimarex Energy Co.

September 20, 2012
Page 2
State Lease No. Lease Date Lease Description in Culberson County, Texas
MF110700 April 6, 2010 320 acres, N/2 Section 4, Block 110, PSL Survey
MF110701 April 6, 2010 320 acres, N/2 Section 5, Block 110, PSL Survey
MF110702 April 6, 2010 320 acres, N/2 Section 3, Block 113, PSL Survey
MF110703 April 6, 2010 640 acres, Section 4, Block 113, PSL Survey
MF110704 April 6, 2010 640 acres, Section 11, Block 113, PSL Survey
MF110705 April 6, 2010 640 acres, Section 18, Block 113, PSL Survey
MF110706 April 6, 2010 640 acres, Section 16, Block 114, PSL Survey
MF110707 April 6, 2010 640 acres, Section 21, Block 114, PSL Survey
MF110708 April 6, 2010 341 acres, S/2 Section 12, Block 59, T & P RY. Co.
Svy.
MF110709 April 6, 2010 681 acres, Section 30, Block 59, T & P RY. Co.
Svy.
MF110710 April 6, 2010 679 acres, Section 2, Block 60, T & P RY. Co.
Svy.
MF110711 April 6, 2010 684 acres, Section 12, Block 60, T & P RY. Co.
Svy.
MF110713 April 6, 2010 341 acres, N/2 Section 18, Block 60, T & P RY. Co.

Svy.



| (9/20/2012) Linda Price - Re: Lease Status Check __Page ]

From: Linda Price

To: Caitlin Pierce

Date: 9/20/2012 1:36 PM
Subject: Re: Lease Status Check

Attachments: MF110700-MF110711 and MF110713-Cimarex-09-20-2012.docx
Caitlin:

Please find attached a letter in response to your request for confirmation of the delay rental payments for
MF110700-MF110711 and MF111713.

Thank you.
Linda

Linda Price, RL

Landman

Mineral Leasing, Energy Resources
Phone: (512) 463-5118

Fax: (512) 475-1543
linda.price@glo.texas.gov

>>> Caitlin Pierce <cpierce@cimarex.com> 9/19/2012 1:58 PM >>>

Linda - Thank you for getting back to me so quickly. As we discussed, | need confirmation that the
rentals have been paid and that these leases are still intact on the following:

BLOCK 60, TOWNSHIP 2

SECTION 2

ALL

MF110710

SECTION 12
ALL

M-110711

SECTION 18

N2

MF110713

BLOCK 59, TOWNSHIP 1

SECTION 30



[(9/20/2012) Linda Price - Re: Lease Status Check

ALL

M-110709

SECTION 12

S2

M-110708
BLOCK 113, PSL
SECTION 3

N2

MF110702

SECTION 4
ALL

M-110703

SECTION 11
ALL

M-110704

SECTION 18
ALL

M-110705
BLOCK 114, PSL
SECTION 16
ALL

M-110706

SECTION 21
ALL
M-110707

BLOCK 110



| (6/202012) Linda Price - Re: Lease Status Check

_ Page3]

SECTION 4
N2

MF110700

SECTION 5
N2

MF110701

Please let me know if you need any additional information. | appreciate all of your help.

Sincerely,

Caitlin E. Pierce

Land Technician

Cimarex Energy Co.

600 N. Marienfeld, Suite 600
Midland, Texas 78701
432.571.7862 direct



File No. ME /10 704 @

Lmal fom/te Civarex

Date Filed: 240 /40/2
Jerry E. Patterson. Commissioner

By _gdf




Hum'ArANi;EE 1O VIEW
WEI LS FAF’GD BANK NA

e 3708072

K IS:VOID:WITHOUT A BLUE & RED BACKGROUND AND AN ARTIFICIAL WATERMARI ON THE BACK=

o - o = 5 e - E
pans o San Cheﬁk No Check Date _Check Amount - - = |
e : ' ' 030618 ' [0004005716 | 03/14/5043 | 5200, 125,00 |
LR RAY - Two Hundred Nine Thousand One Hundred Twenty Five Dollars and Zero Cents §

f“ T((I‘I'HE : . iy Y 7 ‘
pooli e - COMMISSIONER OF THE GENERAL 2B ‘ ( )%’W 5

lo OF LAND OFFICE STATE OF TEXAS

s oo, LOCKBOX ACCOUNT - ST e i :
PO.BOX 128731 =i =) : | ; et

! AUSTIN TX 78711 2 o |
L 873 Sy SIGNATURE HAS A COLORED BACKGROUND * BORDER CONTAINS MICROPRINTING !

EASE DETACH AT PERFORATION ABOVE* CIMAREX ENERGY CO

APLEASE DETACH AT PERFORATION ABOVE*

! 1700 LINCOLN STREET
‘ SUITE 1800
DENVER CO 80203-4518 f —
J (303) 295-39895 Check Number | 0004005716

Net Amount

Description

| \ X
| . \ "}
\
- 2,
| %
! : T—O
i
i .
| |
F .
| |
] |
f | ‘
E ' .
| ’ |
L | \
| 030618 | &= Payee Check Date: 03/14/2013 Check Amount &g x 209,125.00
I\




CIMAREX |
Invoice # Oblig. Date Description Lessor

See Attached

'i'NSTRUCTION.S TO DEPGSITORY 'Ya—n"a.ve been designated as depository for delay The above described check has been received and
rentals due under oil and gas lease held by this Company on lands hereinabove described. deposited to the credit of parties named as instructed:
This check represents rental payment in advance under such lease and we ask that you
credit the proceeds thereof to the parties named, and in the amounts indicated. Should any MATE AS/ /
difficulty of any nature arise with respect to any item shown DO NOT return our check but e - -/—?-92?(3 — —_
make the deposit to the credit of the party named in A SPECIAL ACCOUNT IF NECESSARY
and communicate immediately with us explaining the circumstances and further instructions BY dtnbs) LA ﬂQ .
will be given.
PLEASE DATE, SIGN AND RETURN
i 030618 | q= Payee Check Date: 03/14/2013 Check Amount =p 208,125.00
0004005716 03/14/2013 208,125.00
b Two Hundred Nine Thousand One Hundred Twenty Five Dollars and Zero Cents
ay

COMMISSIONER OF THE GENERAL

LAND OFFICE STATE OF TEXAS

LOCKBOX ACCOUNT f EGCT i
PO BOX 12873

AUSTIN, TX 78711-2873



cmAareX

Remittance Statement

Vendor COMMISSIONER OF THE G

Vendor Cod 030618
Check Numbe 0004005716

Check Dat

Lessor

03/14/2013

Net
Amount

I oice Invoice
# Date
0OBL20130313-14 03/13/2013
OBL20130313-15 03/13/2013
OBL20130313-16 03/13/2013
OBL20130313-19 03/13/2013

Printed 3/14/2013 9:47:07 AM

COMMISSIONER OF THE GENERAL ST-TX #M-110729

DELAY RENTALS
TX428085012822001 ST-TX #M-110729
Payee: COMMISSIONER OF THE GENE
LAND OFFICE STATE OF TEXA
AUSTIN, TX 78711-2873
Payee Tax ID:
Lease Date: 04/06/2010
Oblig Type: PAY
Oblig Due Date: 04/06/2013 Freq: 1 Yea
Book 845/Page
729/Registry 002036
Reeves/TX
COMMISSIONER OF THE GENERAL
DELAY RENTALS
TX429971012751001 ST-TX #M-110712
Payee: COMMISSIONER OF THE GENE
LAND OFFICE STATE OF TEXA
AUSTIN, TX 78711-2873
Payee Tax ID!
Lease Date: 04/06/2010
Oblig Type: PAY
Oblig Due Date: 04/06/2013 Freq: 1 Yea
Book 102/Page
484/Registry 65891
Culberson/TX
COMMISSIONER OF THE GENERAL
DELAY RENTAL
TX428085012482001 STATEOF TX &
KENNETH H BAKER
Payee: COMMISSIONER OF THE GENE
LAND OFFICE STATE OF TEXA
AUSTIN, TX 78711-2873
Payee Tax |
Lease Date: 04/13/2010
Oblig Type: PAY
Oblig Due Date: 04/13/2013 Freq: 1 Yea
Book 851/Page
133/Registry 003018
Reeves/TX
COMMISSIONER OF THE GENERAL
DELAY RENTALS
TX429571013076001 ST OF TX #M-
112444
Payee: COMMISSIONER OF THE GENE
LAND OFFICE STATE OF TEXA
AUSTIN, TX 78711-2873
Payee Tax |
Lease Date: 04/05/2011
Oblig Type: PAY
Oblig Due Date: 04/05/2013 Freq: 1 Yea
Book 106/Page
283/Registry 67086
Culberson/TX

ST-TX #M-110712

ST OF TX & KENNETH H

ST- TX #M-112444

PAGE 1 OF 5

16,000.00

16,875.00

2,500.00

1,600.00



li\ oice
#

Remittance Statement

Lessor

Vendor COMMISSIONER OF THE G
Vendor Cod 030618
Check Numbe 0004005716
Check Dat 03/14/2013

Net
Amount

e[ 20130313-22

OBL20130313-23

OBL20130313-24

OBL20130313-25

Printed 3/14/2013 9:47:07 AM

" 03/13/2013 COMMISSIONER OF THE GENERAL

03/13/2013

03/13/2013 COMMISSIONER OF THE GENERAL

03/13/2013

STOF TX - M 110702

DELAY RENTAL TX429971013511001,

STATE OF TEXAS, M-110702

Payee: COMMISSIONER OF THE GENE
LAND OFFICE STATE OF TEXA
AUSTIN, TX 78711-2873

Payee Tax |

Lease Date: 04/06/2010

Oblig Type: PAY

Oblig Due Date: 04/06/2013 Freq: 1 Yea

Book 101/Page

298/Registry 000065484

Culberson/TX

COMMISSIONER OF THE GENERAL

DELAY RENTAL TX429571013512001,

STATE OF TEXAS, M-110703

Payee: COMMISSIONER OF THE GENE
LAND OFFICE STATE OF TEXA
AUSTIN, TX 78711-2873

Payee Tax |

Lease Date: 04/06/2010

Oblig Type: PAY

Oblig Due Date: 04/06/2013 Freq: 1 Yea

Book 101/Page

304/Registry 000065485

Culberson/TX

ST OF TX - M 110703

ST OF TX -M 110704

DELAY RENTAL TX429971013513001,

STATE OF TEXAS, M-110704

Payee: COMMISSIONER OF THE GENE
LAND OFFICE STATE OF TEXA
AUSTIN, TX 78711-2873

Payee Tax |

Lease Date: 04/06/2010

Oblig Type: PAY

Oblig Due Date: 04/06/2013 - Freq: 1 Yea

Book 101/Page

310/Registry 000065486

Culberson/TX

COMMISSIONER OF THE GENERAL

DELAY RENTAL TX429971013514001,

STATE OF TEXAS, M-110705

Payee: COMMISSIONER OF THE GENE
LAND OFFICE STATE OF TEXA
AUSTIN, TX 78711-2873

Payee Tax |

Lease Date: 04/06/2010

Oblig Type: PAY

ST OF TX - M 110705

Oblig Due Date: 04/06/2013 Freg: 1 Yea
Book 101/Page
316/Registry 000065487
Culberson/TX
PAGE 2 OF 5

8,000.00

16,000.00

16,000.00

16,000.00



CIMAREX |

1.1 oice Invoice
# Date

Remittance Statement

Lessor

Vendor COMMISSIONER OF THE G
Vendor Cod 030618
Check Numbe 0004005716
Check Dat 03/14/2013

Net
Amount

R 20130313-26 03/13/2013

03/13/2013

OBL20130313-27

03/13/2013

OBL20130313-28

OBL20130313-29 03/13/2013

Printed 3/14/2013 9:47:07 AM

COMMISSIONER OF THE GENERAL STOF TX -
DELAY RENTAL TX429971013515001,
STATE OF TEXAS, M-110706
Payee: COMMISSIONER OF THE GENE
LAND OFFICE STATE OF TEXA
AUSTIN, TX 78711-2873
Payee Tax ID*
Lease Date: 04/06/2010
Oblig Type: PAY
Oblig Due Date: 04/06/2013 Freq. 1 Yea
Book 101/Page
322/Registry 000065488
Culberson/TX
COMMISSIONER OF THE GENERAL
DELAY RENTAL TX429971013516001,
STATE OF TEXAS, M-110707
Payee: COMMISSIONER OF THE GENE
LAND OFFICE STATE OF TEXA
AUSTIN, TX 78711-2873
Payee Tax |D!
Lease Date: 04/06/2010
Oblig Type: PAY
Oblig Due Date: 04/06/2013 Freq: 1 Yea
Book 101/Page
328/Registry 000065489
Culberson/TX
COMMISSIONER OF THE GENERAL
DELAY RENTAL TX429971013517001,
STATE OF TEXAS, M-110708
Payee: COMMISSIONER OF THE GENE
LAND OFFICE STATE OF TEXA
AUSTIN, TX 78711-2873
Payee Tax |
Lease Date: 04/06/2010
Oblig Type: PAY
Oblig Due Date: 04/06/2013
Book 101/Page
334/Registry 000065490
Culberson/TX '
COMMISSIONER OF THE GENERAL
DELAY RENTAL TX429971013518001,
STATE OF TEXAS, M-110708
Payee: COMMISSIONER OF THE GENE
LAND OFFICE STATE OF TEXA

AUSTI 711-2873
Payee Tax |

Lease Date: 04/06/2010
Oblig Type: PAY

Oblig Due Date: 04/06/2013
Book 101/Page
340/Registry 000065491
Culberson/TX

ST OF TX -

STOF TX -

Freq: 1 Yea

STOF TX -

Freg: 1 Yea

PAGE 3 OF 5

M 110706 16,000.00

M 110707 16,000.00

M 110708

M 110709 17.025.00



cimArEX |

Remittance Statement

Vendor COMMISSIONER OF THE G
Vendor Cod 030618
Check Numbe 0004005716

Check Dat 03/14/2013
I oice Invoice Net
# Date Lessor Amount
ORI 20130313-30 03/13/2013 COMMISSIONER OF THE GENERAL STOF TX-M 110710 16,875.00
DELAY RENTAL TX429971013519001,
STATE OF TEXAS, M-110710
Payee: COMMISSIONER OF THE GENE
LAND OFFICE STATE OF TEXA
AUSTIN, TX 78711-2873
Payee Tax ID!
Lease Date: 04/06/2010
Oblig Type: PAY
Oblig Due Date: 04/06/2013 Freq: 1 Yea
Book 101/Page
346/Registry 000065492
Culberson/TX
OBL20130313-31 03/13/2013 COMMISSIONER OF THE GENERAL STOFTX -M 110711 17,100.00
DELAY RENTAL TX429971013520001,
STATE OF TEXAS, M-110711
Payee: COMMISSIONER OF THE GENE
LAND OFFICE STATE OF TEXA
AUSTIN, TX 78711-2873
Payee Tax |
Lease Date: 04/06/2010
Oblig Type: PAY
Oblig Due Date; 04/06/2013 Freq: 1 Yea
Book 101/Page
352/Registry 000065483
Culberson/TX
0BL20130313-32 03/13/2013 COMMISSIONER OF THE GENERAL STOF TX-M 110713 8,525.00
DELAY RENTAL TX429971013521001,
STATE OF TEXAS, M-110713
Payee: COMMISSIONER OF THE GENE
LAND OFFICE STATE OF TEXA
AUSTIN, TX 78711-2873
Payee Tax |
Lease Date: 04/06/2010
Oblig Type: PAY
Oblig Due Date: 04/06/2013 Freqg: 1 Yea
Book 101/Page
358/Registry 000065494
Culberson/TX
OBL20130313-33 03/13/2013 COMMISSIONER OF THE GENERAL ST OF TX - M 110700 8.000.00

Printed 3/14/2013 9:47:07 AM

DELAY RENTAL TX429971013532001,

STATE OF TEXAS, M-110700

Payee: COMMISSIONER OF THE GENE
LAND OFFICE STATE OF TEXA
AUSTIN, TX 78711-2873

Payee Tax ID

Lease Date: 04/06/2010

Obiig Type: PAY

Oblig Due Date: 04/06/2013 Freq: 1 Yea
Book 101/Page
286/Registry 000065482
Culberson/TX
PAGE 4 OF

2



imm ‘ Remittance Statement Vendor COMMISSIONER OF THE G

Vendor Cod 030618
Check Numbe 0004005716
Check Dat 03/14/2013

- kv oice Invoice Net
# Date Lessor Amount
ne120130313-34 03/13/2013 COMMISSIONER OF THE GENERAL STOF TX -M 110701 §,000.00

DELAY RENTAL TX4293871013533001,
STATE OF TEXAS, M-110701
Payee: COMMISSIONER OF THE GENE
LAND OFFICE STATE OF TEXA
AUSTIN, TX 78711-2873
Payee Tax ID:
Lease Date: 04/06/2010
Oblig Type: PAY
Oblig Due Date: 04/06/2013 Freq: 1 Yea
Book 101/Page
292/Registry 000065483
Culberson/TX
209,125.00

Printed 3/14/2013 9:47:07 AM PAGE 5 OF 5



File No._m #1804 €,

_Bfaﬁ/_ﬁyzmaf'

Date Filed: _03/¢/i203
Jerry E. Patterson. Commissioner

By W




CIMAREX'ENERGY CO
1700 LINCOLN STREET
SUITE 1800
DENVER CO 802034518

(303) 295-3995

OF e e

LOCKBOX ACCOUNT
PO BOX 12873
AUSTIN TX 78711-2873

WELLS FARGO BANK NA

@ ;7045 29
Present for payment w:thln 180 days.
Payee No. Check No |Check Date | Check Amount
030618 0004006145 | 03/20/2014 | ™****$481,300.00

ToTE  COMMISSIONER OF THE GENERAL
R | AND OFFICE STATE OF TEXAS

PAY Four Hundred Eighty One Thousand Three Hundred Dollars and Zero Cents

|
SIGNATURE HAS A COLORED BACKGROUND « BORDER CONTAINS MICROPRINTING )

B S

w}“’/)ﬂ,{. W 77\1/&2(

*PLEASE DETACH AT PERFORATION ABOVE*

| cmansx”

CIMAREX ENERGY CO

1700 LINCOLN STREET
SUITE 1800
DENVER CO 80203-4518
(303) 295-3995

"000LO0E L5 CEE

“PLEASE DETACH AT PERFORATION ABOVE*

Check Number [ 0004006145

J
|

Invoice # j Oblig. Date Description Lessor | Net Amount
‘ \
|
2 Ii : ‘
g S | | RENTAL PAYMEN
| | Sthyc. #/b 00022 | {7 s
¢ @ I \95:\
r | w2
\ ;
[
[
| |
|
r . —— e e = \I/I l
| 030618 B3 Payee Check Date: 03/20/2014 Check Amount B§| A 481,300.00]




Remittance Statement Vendor: COMMISSIONER OF THE G
Vendor Code: 030618
Check Number: 0004006145
Check Date: 03/20/2014

Invoice Invoice Net
# o - Date - B 11 Lessor Amount
0OBL20140318-14 03/18/2014 COMMISSIONER OF THE GENERAL ST-TX #M-110712 16,875.00

DELAY RENTALS
TX429971012751001 ST-TX #M-110712
Payee: COMMISSIONER OF THE GENE
LAND OFFICE STATE OF TEXA
AUSTIN, TX 78711-2873
Lease Date: 04/06/2010
Oblig Type: PAY
Oblig Due Date: 04/06/2014 Freq: 1 Yea
Book 102/Page
484/Reqgistry 65891
Culberson/TX
OBL20140318-16 03/18/2014 COMMISSIONER OF THE GENERAL ST- TX #M-112444 320,000.00
DELAY RENTALS
TX429971013076001 ST OF TX #M-
112444
Payee: COMMISSIONER OF THE GENE
LAND OFFICE STATE OF TEXA
AUSTIN, TX 78711-2873
Lease Date: 04/05/2011
Oblig Type: PAY
Oblig Due Date: 04/05/2014 Freq: 1 Yea
Book 106/Page
2B83/Registry 67086
Culberson/TX
0OBL20140318-19 03/18/2014 COMMISSIONER OF THE GENERAL ST OF TX - M 110702 8,000.00
DELAY RENTAL TX429971013511001,
STATE OF TEXAS, M-110702
Payee: COMMISSIONER OF THE GENE
LAND OFFICE STATE OF TEXA
AUSTIN, TX 78711-2873
Lease Date: 04/06/2010
Oblig Type: PAY
Oblig Due Date: 04/06/2014 Freq: 1 Yea
Book 101/Page
298/Registry 000065484
Culberson/TX
0OBL2014G318-20 03/18/2014 COMMISSIONER OF THE GENERAL ST OF TX - M 110703 16,000.00
DELAY RENTAL TX429971013512001,
STATE OF TEXAS, M-110703
Payee: COMMISSIONER OF THE GENE
LAND OFFICE STATE OF TEXA
AUSTIN, TX 78711-2873
Lease Date: 04/06/2010
Oblig Type: PAY
Oblig Due Date: 04/06/2014 Freq: 1 Yea
Book 101/Page
304/Registry 000065485
Culberson/TX

Printed 3/20/2014 10:55:35 AM PAGE 1 OF 4



| CIMAREX

Invoice Invoice
# Date

OBL20140318-21 03/18/2014

OBL20140318-22 03/18/2014
CCL20140318-23 03/18/2014
03/18/2014

OBL20140318-24

OBL20140318-25 03/18/2014

Printed 3/20/2014 10:55:35 AM

Remittance Statement

Lessor

COMMISSIONER OF THE GENERAL
DELAY RENTAL TX429971013513001,
STATE OF TEXAS, M-110704
Payee: COMMISSIONER OF THE GENE
LAND OFFICE STATE OF TEXA
AUSTIN, TX 78711-2873

Lease Date: 04/06/2010

Oblig Type: PAY

Oblig Due Date: 04/06/2014 Freq: 1 Yea

Book 101/Page

310/Registry 000065486

Culberson/TX
COMMISSIONER OF THE GENERAL
DELAY RENTAL TX429971013514001,
STATE OF TEXAS, M-110705
Payee: COMMISSIONER OF THE GENE
LAND OFFICE STATE OF TEXA
AUSTIN, TX 78711-2873

Lease Date: 04/06/2010

Oblig Type: PAY

Oblig Due Date: 04/06/2014 Freqg: 1 Yea

Book 101/Page

316/Registry 000065487

Culberson/TX
COMMISSIONER OF THE GENERAL
DELAY RENTAL TX429971013515001,
STATE OF TEXAS, M-110706
Payee: COMMISSIONER OF THE GENE
LAND OFFICE STATE OF TEXA
AUSTIN, TX 78711-2873

Lease Date: 04/06/2010

Oblig Type: PAY

Oblig Due Date: 04/06/2014 Freq: 1 Yea

Book 101/Page

322/Registry 000065488

Culberson/TX
COMMISSIONER OF THE GENERAL
DELAY RENTAL TX429971013516001,
STATE OF TEXAS, M-110707
Payee: COMMISSIONER OF THE GENE
LAND OFFICE STATE OF TEXA
AUSTIN, TX 78711-2873

Lease Date: 04/06/2010

Oblig Type: PAY

Oblig Due Date; 04/06/2014 Freq: 1 Yea

Book 101/Page

328/Registry 000065489

Culberson/TX
COMMISSIONER OF THE GENERAL
DELAY RENTAL TX429971013517001,
STATE OF TEXAS, M-110708
Payee: COMMISSIONER OF THE GENE
LAND OFFICE STATE OF TEXA
AUSTIN, TX 78711-2873

Lease Date: 04/06/2010

Oblig Type: PAY

Oblig Due Date: 04/06/2014  Freq: 1 Yea

Book 101/Page

334/Registry 000065490

Culberson/TX

ST OF TX - M 110706

ST OF TX - M 110707

ST OF TX - M 110708

PAGE 2 OF 4

ST OF TX - M 110704

ST OF TX - M 110705

Vendor: COMMISSIONER OF THE G
Vendor Code: 030618
Check Number: 0004006145

03/20/2014

Net
Amount

16,000.00

16,000.00

16,000.00

16,000.00

8,525.00



| CIMAREX |

Invoice
#

OBL20140318-26

0BL20140318-27

C0L20140318-28

0OBL20140318-29

OBL20140318-30

Remittance Statement Vendor: COMMISSIONER OF THE G
Vendor Code: 030618
Check Number: 0004006145
Check Date: 03/20/2014

Invoice Net
Date Lessor Amount
03/18/2014 COMMISSIONER OF THE GENERAL STOF TX-M 110710 16,975.00
DELAY RENTAL TX429971013519001,
STATE OF TEXAS, M-110710
Payee: COMMISSIONER OF THE GENE
LAND OFFICE STATE OF TEXA
AUSTIN, TX 78711-2873
Lease Date: 04/06/2010
Oblig Type: PAY
Oblig Due Date: 04/06/2014 Freg: 1 Yea
Book 101/Page
346/Registry 000065482
Culberson/TX
03/18/2014 COMMISSIONER OF THE GENERAL STOFTX-M 110713 8,525.00
DELAY RENTAL TX429971013521001,
STATE OF TEXAS, M-110713
Payee: COMMISSIONER OF THE GENE
LAND OFFICE STATE OF TEXA
AUSTIN, TX 78711-2873
Lease Date: 04/06/2010
Oblig Type: PAY
Oblig Due Date; 04/06/2014 Freq: 1 Yea
Book 101/Page
358/Registry 000065494
Culberson/TX
03/18/2014 COMMISSIONER OF THE GENERAL ST OF TX - M 110700 8,000.00
DELAY RENTAL TX429871013532001,
STATE OF TEXAS, M-110700
Payee: COMMISSIONER OF THE GENE
LAND OFFICE STATE OF TEXA
AUSTIN, TX 78711-2873
Lease Date: 04/06/2010
Oblig Type: PAY
Oblig Due Date: 04/06/2014 Freq: 1 Yea
Book 101/Page
286/Registry 000065482
Culberson/TX
03/18/2014 COMMISSIONER OF THE GENERAL STOF TX -M 110701 8,000.00
DELAY RENTAL TX429971013533001,
STATE OF TEXAS, M-110701
Payee: COMMISSIONER OF THE GENE
LAND OFFICE STATE OF TEXA
AUSTIN, TX 78711-2873
Lease Date: 04/06/2010
Oblig Type: PAY
Oblig Due Date: 04/06/2014 Freq: 1 Yea
Book 101/Page
292/Registry 000065483
Culberson/TX
03/18/2014 COMMISSIONER OF THE GENERAL ST OF TX - M 114807 3,200.00
DELAY RENTAL TX420179013760001
ST OF TEXAS - M114907
Payee: COMMISSIONER OF THE GENE
LAND OFFICE STATE OF TEXA
AUSTIN, TX 78711-2873
Lease Date: 04/02/2013
Oblig Type: PAY
Oblig Due Date: 04/02/2014 Freq: 1 Yea
Book 1005/Page
453/Registry 13-04025
Reeves/TX

Printed 3/20/2014 10:55:35 AM PAGE 3 OF 4



CIMAREX |

Invoice Invoice
# Date

OBL20140318-31

Printed 3/20/2014 10:55:35 AM

Remittance Statement Vendor: COMMISSIONER OF THE G

Vendor Code: 030618
Check Number: 0004006145

Check Date: 03/20/2014
Net
Lessor Amount
03/18/2014 COMMISSIONER OF THE GENERAL ST OF TX - M 114908 3,200.00
DELAY RENTAL TX420179013759001
ST OF TEXAS - M114908
Payee: COMMISSIONER OF THE GENE
LAND OFFICE STATE OF TEXA
AUSTIN, TX 78711-2873
Lease Date: 04/02/2013
Oblig Type: PAY
Oblig Due Date: 04/06/2014 Freq: 1 Yea
Book 1005/Page
447/Registry 13-04024
Reeves/TX - R
481,300.00

PAGE 4 OF 4



Net Amount

Oblig. Date | Lessor

Description

|
‘ See Attached [
|

1 S

i N . - 3 =X i
C |

|

|

INSTRUCTIONS TO DEPOSITORY: You have been designated as dépository for delég  The above described check has been received and
rertals due under oil and gas lease heid by this Company on lands hereinabove described. deposited to the credit of parties named as instructed:
“‘Inis check represents rental payment in advance under such lease and we ask that you
_ cleditthe proceeds thereof to the parties named, and in the amounts indicated. Shouid any DATE f93477/.2a/7/)

difficiaty of any nature arise with respect to any item shown DO NOT return our check but

make the deposit to the credit of the party named in A SPECIAL ACCOUNT IF NECESSARY,
c anc communicate immediately with us explaining the circumstances and further instructions B > ’ﬁ p&_‘)
will ke gi g
e PLEASE DATE, SIGN AND RETURN
| 030618 | & Payee Check Date: 03/20/2014 Check Amount &5 481,300.00
0004006145 03/20/2014 481,300.00

Four Hundred Eighty One Thousand Three Hundred Dollars and Zero Cents
Pay : et

COMMISSIONER OF THE GENERAL

LAND OFFICE STATE OF TEXAS

LOCKBOX ACCOUNT NON-NEGOTL
PO BOX 12873

AUSTIN, TX 78711-2873



File No. ME1/070Y
_Rentals~ St yr.

Date Filed: _g3/ay/a0r

Jerry E. Patterson. Commissioner

B

—®




CIMAREX | WELLS FARGO BANK NA

CIMAREX ENERGY CO — 1571066 7

1700 LINCOLN STREET SUITE 3700
| DENVER CO 80203-4518

(303) 2895-3995 Present for payment within 180 days.

‘ Vendor No. | Check No. | Check Date Check Amount
023492 0001623524 | 04/15/2015 | ********$146,525.00

PAY One Hundred Forty Six Thousand Five Hundred Twenty Five Dollars and Zero Cents

‘ ;i;:g STATE OF TEXAS
oOF TEXAS GENERAL LAND OFFICE ‘)w

STEPHEN F. AUSTIN BUILDING
1700 NORTH CONGRESS AVENUE fﬁi ﬁz Z Z @

AUSTIN TX 78701-1495

! ‘ SIGNATURE HAS A COLP-R.ED BiEKGROUNE BO,REEE I;(ENTNNS MI_CF_?D_P_R[N‘T\:IG

~ woooak2isiwe e -

*PLEASE DETACH AT PERFORATION ABOVE* CIMAREX ENERGY CO *PLEASE DETACH AT PERFORATION ABOVE*
1700 LINCOLN STREET SUITE 3700

W‘ ' DENVER CO 80203-4518
(303) 295-3995 Check Number | 0001623524

Amount Discount Net Amount
146,525.00 0.00 146,525.00

1 Inv.Date |
04/13/2015

Invoice # Description

REQ21704132015

et H9\w.e81s

| o112 4 Bs2aS |

WLATS 41125 | \

| o102 2000 | | |
| lloto» Hlkocod | Jd\) |
‘ | — %
o105  Rleooo 6 >
ool Rieee® |
T B | |

[\le700 a goe° | |

‘ N
\ | =x{=1! q.SODD

‘ .
‘ | | , |
l H

|
| 023492 |@ Vendor Check Date: 04/15/2015 Check Amount :;{ ~—/— 146,525.00 |




Cimarex Energy Co.
600 N. Marienfeld St.
Suite 600

Midland, TX 79701

N 432 5717800 W‘

April 16, 2015

General Land Office of the State of Texas

Mr. Robert B. Hatter, Director of Mineral Leasing Division
1700 N. Congress Avenue

Austin, Texas 78701-1495

Via Federal Express

Re:  Amended 2015 Plans of Development
Armstrong-State Unit
Culberson County, Texas

Dear Mr. Hatter,

Please find enclosed herewith Cimarex Energy Co. check number 0001623524 in the
amount of One Hundred Forty Six Thousand Five Hundred Twenty Five Dollars and 00/100
($146,525.00) as consideration for the Revised and Amended 2015 Plans of Development for the
Armstrong-State Unit in Culberson County.

Once again, we appreciate the time and attention given to Cimarex in this matter. If you
should need anything further, please do not hesitate to contact me at the number below.

Sincerely,

CIMAREX ENERGY CO.

A kﬁbm - I)H/EU

Viviana M. Bush

Land Technician

Direct: (432) 571-7846
Email: vbush@cimarex.com




Cimarex Energy Co.
600 N. Marienfeld SL.
Suite 600

Midland, TX 79701
LiAIN 432.571.7800

March 27, 2015

General Land Office of the State of Texas email delivery and USPS
Mr. Robert B. Hatter, Director of Mineral Leasing Division

1700 N. Congress Avenue

Austin, Texas 78701-1495

Re: REVISED

Amended 2015 Plans of Development
Armstrong — State Unit, Culberson County, Texas

Grisham — State Unit, Reeves County, Texas

Dear Robert:

Please accept this revised “Amended 2015 Plans of Development” in lieu of our submittal of the same
dated January 29, 2015. | have inserted into the Armstrong - State Unit the alteration we discussed in
yesterday’s meeting, specifically, establishing a requirement to drill two (2) wells during 2015. Thank
you again for taking the time to meet with me.

Following immediately below this sentence is the original submittal dated January 29, 2015, with the
single alteration found in bold font within the body of paragraph “2. Armstrong — State Unit":

Reference is made to those two certain “2015 Plan of Development” proposals dated October 15, 2014,
from Cimarex Energy Co., et al,, (Cimarex) to the General Land Office (GLO) regarding the captioned
units and promoting a plan to drill a total of four (4) wells in each unit during 2015. The Plans of
Development were approved and executed by Jerry E. Patterson, Commissioner of the General Land
Office on November 20, 2014,

| appreciate the time you, Daryl, and Drew spent to meet with me Last Tuesday. The meeting was very
helpful in co-developing a revised plan that unites the objectives of both the GLO and Cimarex in

adjustment to the current market situation.

First, note that | have attached the following information you requested; 1) an inventory of all wells
drilled or drilling to date in the Armstrong and Grisham State Units, 2) an inventory of wells currently
drilling or planned for drilling during 2015 on State lands outside of the two Unit boundaries, and 3) an
inventory of undeveloped State Leases in the Armstrong-State Unit (non-mineral classified lands).
Second, | need to correct a couple of errors in the information | shared with you last week. Rather than
having drilled six wells to date in the Armstrong-State Unit, we have drilled five. Therefore, we have
drilled or are drilling the 13th of the 16 wells required by both Units for the combined years of 2014 and
2015. And, rather than drilling three wells on non-Unit State minerals this year we are planning for four

wells.



/i

Amended Proposed Plans of Development for 2015

1L

Grisham — State Unit; recognition is made that Cimarex proposed an eight (8) well commitment
over the two year period of 2014 and 2015, having drilled seven (7) wells through 12/31/14. Six (6)
of the wells are completed as horizontal producing wells and one (1) well, presently Temporarily
Abandoned, drilled to the Wolfcamp formation as a monitoring well for seismic study, but which
may be re-entered in the future for lateral drilling. Cimarex is now drilling the eighth well, which will
be the seventh horizontal producing well (the Big Timher State 57-25 Unit 1H). Cimarex hereby
proposes that subsequent to completing drilling operations on the Big Timber 57-25 Unit 1H well,
Cimarex will be deemed to have fulfilled all drilling obligations for and through the end of 2015 in

the Grisham-State Unit.

Armstrong — State Unit; recognition is made that Cimarex proposed an eight (8) well commitment
over the two year period of 2014 and 2015, having drilled five horizontal producing wells to date.
Cimarex hereby proposes to modify the prior 2015 Plan of Development to set forth a requirement
to drill two (2) wells in the Armstrong-State Unit during 2015, rather than four (4) wells as
proposed in the 2015 Plan approved by the General Land Office on November 20, 2014, In
consideration for this modification Cimarex proposes a payment of $146,525.00; being $25.00 per
acre for each of the 5,861 acres of undeveloped State Leases contained within the Unit boundaries.

Pursuant to Article V of the Unit Agreements, Cimarex will submit a proposal to the GLO prior to
December 31, 2015, outlining its drilling plans for the two units for the year 2016.

Robert, again | wish to express my appreciation for the time and attention given to Cimarex and to me.
We are aware that our success in Culberson and Reeves Counties would not have yielded the mutual
benefits we both enjoy without the cooperation of the General Land Office.

Please let me know if | may answer any questions or provide additional information.

egional Land Manager
Cimarex Energy Co.

Agreed to and accepted this_ \©O  day of ( L{]& 0:. , 2015, hut effective as of

January 1, 2015.

THE STATE OF]? TEX
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. Blsh, Texas Lathd Commissioner
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January 29, 2015, Attachment to Amended 2015 Plans of Development
Armstrong — State Unit, Culberson County, Texas
Grisham — State Unit, Reeves County, Texas

Unit Wells Drilled to Date

Well Name Spud Date Formation Status Lateral
Armstrong-State Unit:
1. Count Fleet 48 State 2H 2/10/14 Wolfcamp Producing 1 mile
2 Lord Murphy 10 State Unit1H ~ 3/23/14 Wolfcamp Producing 1 mile
3. Sea Hero State Unit 1H 4/5/14 Wolfcamp Producing 1.5 miles
4, Count Turf 38 State Unit 1H 6/3/14 Wolfcamp Producing 1 mile
L Hindoo 2 State Unit 1H 8/29/14 Wolfcamp Producing 2miles
Grisham-State Unit:
1, Tempest State 57-35 1H 10/17/13 Wolfcamp Producing 1 mile
2 Cleveland State 57-23 5 1/11/13 Wolfcamp TA (monitor) 0 mile
3. Cleveland State 57-23 3H 1/15/14 Wolfcamp Producing 1 mile
4. Cleveland State 57-23 1H 2/1/14 Wolfcamp Producing 1 mile
5 Cleveland State 57-23 4H 2/11/14 Wolfcamp Producing 1 mile
6. Cleveland State 57-23 2H 2/18/14 Wolfcamp Producing 1 mile
7. Wood State 57-26 Unit 1H 8/22/14 Wolfcamp Producing 2 miles
8. Big Timber State 57-25 Unit1H  1/17/15 Wolfcamp Drilling 2 miles

State Wells (Non-Unit) Drilled or Planned For 2015

Well Name Spud Date Formation Status Lateral
1, Whitetail 57-37 Unit 1H 12/25/14 Wolfcamp Drilling 2 miles
Z. Saddleback State 57-30 1H 1/14/15 Wolfcamp Drilling 1 mile
3. Strawberry State 72-17 1H 1/10/15 Wolfcamp Drilling 1.5 miles
4, Boulder State 57-32 1H 2/16/15* Wolfcamp Pre-Spud 1 mile

*pstimated spud date

Armstrong-State Unit Undeveloped State of Texas Leasehold (non-mineral classified)

Section Block Survey Lease Number Acres
Sec 4?2 59-T2 T&P RR Co. Survey M-110712 675
Sec 18 (N2) 60-T2 T&P RR Co. Survey M-110713 341
Sec 48 61-T2 T&P RR Co. Survey M-111275 685
Sec3 (N2) 113 Public School Land Survey M-110702 320
Sec 4 113 Public School Land Survey M-110703 640
Sec11 113 Public School Land Survey M-110704 640
Sec 18 113 Public School Land Survey M-110705 640
Sec 16 114 Public School Land Survey M-110706 640
Sec21 114 Public School Land Survey M-110707 640
Sec4 (N2) 110 Public School Land Survey M-110700 320
Sec5 (N2) 110 Public School Land Survey M-110701 320

Total 5,861
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Invoice
#

0OBL20160412-20

OEL20160412-21

OBL20160412-22

OBL20160412-23

Printed 4/12/2016 5:27:35 PM

04/12/2016 COMMISSIONER OF THE GENERAL

04/12/2016 COMMISSIONER OF THE GENERAL

04/12/2016 COMMISSIONER OF THE GENERAL

04/12/2016 COMMISSIONER OF THE GENERAL

Remittance Statement

Lessor

STOF TX-M 110713

MINIMUM ROYALTY

TX429971013521001 ST OF TEXAS -

M 110713

Payee: COMMISSIONER OF THE GENE
LAND OFFICE STATE OF TEXA
AUSTIN, TX 78711-2873

Lease Date: 04/06/2010

Oblig Type: MIN

Oblig Due Date: 05/01/2016 Freq: 1 Yea

Book 101/Page

358/Registry 000065494

Culberson/TX

ST OF TX-M 110703

MINIMUM ROYALTY

TX429971013512001 ST OF TEXAS -

M 110703

Payee: COMMISSIONER OF THE GENE
LAND OFFICE STATE OF TEXA
AUSTIN, TX 78711-2873

Lease Date: 04/06/2010

Oblig Type: MIN

Oblig Due Date: 05/01/2016 Freqg: 1 Yea

Book 101/Page

304/Registry 000065485

Culberson/TX

ST OF TX-M 110704

MINIMUM ROYALTY

TX429971013513001 ST OF TEXAS -

M 110704

Payee: COMMISSIONER OF THE GENE
LAND OFFICE STATE OF TEXA
AUSTIN, TX 78711-2873

Lease Date: 04/06/2010

Oblig Type: MIN

Oblig Due Date: 05/01/2016 Freq: 1 Yea

Book 101/Page

310/Registry 000065486

Culberson/TX

ST OF TX - M 110705

MINIMUM ROYALTY

TX429971013514001 ST OF TEXAS -

M 110705

Payee: COMMISSIONER OF THE GENE
LAND OFFICE STATE OF TEXA
AUSTIN, TX 78711-2873

Lease Date: 04/06/2010

Oblig Type: MIN

Oblig Due Date: 05/01/2016 Freq: 1 Yea

Book 101/Page

316/Registry 000065487

Culberson/TX

PAGE 1 OF 2

Vendor: COMMISSIONER OF THE G
Vendor Code: 030618
Check Number: 00040070086
Check Date: 04/12/2016

Net
Amount

1,705.00

3,200.00

3,200.00

3,200.00



Remittance Statement Vendor: COMMISSIONER OF THE G
Vendor Code: 030618
Check Number: 0004007006
Check Date: 04/12/2016

cimare’

Invoice Invoice Net
# Date SR 7 Lessor Amount
OBL20160412-24 04/12/2016 COMMISSIONER OF THE GENERAL ST OF TX-M 110706 3,200.00

MINIMUM ROYALTY
TX429971013515001 ST OF TEXAS -
M 110708
Payee: COMMISSIONER OF THE GENE
LAND OFFICE STATE OF TEXA
AUSTIN, TX 78711-2873
Lease Date: 04/06/2010
Oblig Type: MIN
Oblig Due Date: 05/01/2016F IFréq:'1 Yea
Book 101/Page /
322/Registry 000065488
Culberson/TX
OBL20160412-25 04/12/2016 COMMISSIONER OF THE GENERAL STOF TX-M 110707 3,200.00
MINIMUM ROYALTY
TX429971013516001 ST OF TEXAS -
M 110707
Payee: COMMISSIONER OF THE GENE
LAND OFFICE STATE OF TEXA
AUSTIN, TX 78711-2873
Lease Date: 04/06/2010
Oblig Type: MIN
Oblig Due Date: 05/01/2016  Freq: 1 Yea
Book 101/Page
328/Registry 000065489
Culberson/TX
0OBL20160412-26 04/12/2016 COMMISSIONER OF THE GENERAL ST OF TX - M 110700 1,600.00
MINIMUM ROYALTY
TX429971013532001 ST OF TEXAS -
M 110700
Payee: COMMISSIONER OF THE GENE
LAND OFFICE STATE OF TEXA
AUSTIN, TX 78711-2873
Lease Date: 04/06/2010
Oblig Type: MIN
Oblig Due Date: 05/01/2016" Freq:'1 Yea
Book 101/Page
286/Registry 000065482
Culberson/TX
OBL20160412-27 04/12/2016 COMMISSIONER OF THE GENERAL STOF TX-M 110701 1,600.00
MINIMUM ROYALTY
TX429971013533001 ST OF TEXAS -
M 110701
Payee: COMMISSIONER OF THE GENE
LAND OFFICE STATE OF TEXA
AUSTIN, TX 78711-2873
Lease Date: 04/06/2010
Oblig Type: MIN
Oblig Due Date: 05/01/2016 Freq: 1 Yea
Book 101/Page
292/Registry 000065483
Culberson/TX

B 1

Printed 4/12/2016 5:27:35 PM PAGE 2 OF 2
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1700 LINCOLN STREET SUITE 3700

W‘ DENVER CO 80203-4518

(303) 295-3995

Check Number | 0004007006

Invoice # Oblig. Date | Description Lessor | Net Amount
| 1 1
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Oblg.Date | Descrpon | Lessor |

l
l
|
|
|

| See Attached

INSTRUCTIONS TO DEPOSITORY: You have been de&gnated as depository for delay
rentals due under oil and gas lease held by this Company on lands hereinabove described.
This check represents rental payment in advance under such lease and we ask that you
credit the proceeds thereof to the parties named, and in the amounts indicated. Should any
difficulty of any nature arise with respect to any item shown DO NOT return our check but

make the deposit to the credit of the party named in A SPECIAL ACCOUNT IF NECESSARY,

and communicate immediately with us explaining the circumstances and further instructions
will be given.

The above described check has been received and
deposited to the cred}t of p /;rrties named as instructed:

DATE / 6

. {, , -
PLEAg TE SIG ND RETURN

030618 | &= Payee ~ Check Date: 04/12/2016

Twenty Thousand Nine Hundred Five Dollars and Zero Cents
Pay

COMMISSIONER OF THE GENERAL

LAND OFFICE STATE OF TEXAS o
LOCKBOX ACCOUNT T
PO BOX 12873

AUSTIN, TX 78711-2873

0004007006 04/12/2016 20,905.00

l Net Amount

|
|
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MEMORANDUM

TEXAS GENERAL LAND OFFICE e GEORGE P. BUSH e COMMISSIONER

Date: November 16, 2018
To: Commissioner Bush
From: Nick Orman (512) 463-6496 2%
Through: Marc Barenblat, Jeff Gordon, Mark Havens
b 3 l%’ z
Subject: Settlement Agreementre: State v. Roddy Harrison & BHP Billiton Petroleum, et al.

Summary: In May of 2005, the GLO sold Roddy Harrison (“Harrison™) all of Section 11, Block
113, Public School Land Survey, in Culberson County, Texas containing 640 acres, more or less
(the “Property”). The conveyance contained a reservation of, “all oil, gas, coal, lignite... and all
other minerals... [and] all rights to groundwater and groundwater leasing, except [Harrison] shall
have the right to use groundwater for residential and domestic purposes only.” Further, the
reservation prohibited Harrison and all successors and assigns from using any groundwater
underlying the Property for commercial or industrial purposes. Unbeknownst to the GLO, in 2013
BHP entered into an agreement with Harrison to purchase groundwater for $1.50 a barrel to be
used in BHP’s hydraulic fracturing activity in the area. Shortly thereafter, BHP drilled two water
wells on the Property, one for commercial production and one that ultimately produced
groundwater for Harrison’s livestock. In 2015 the GLO received two checks from Harrison for
$171,381.00 and $55,804.50 which, by Harrison’s admission, accounted for 50% of the revenue
from sales of groundwater underlying the Property. After an investigation by Energy Resources
and the Office of General Counsel, the GLO sent a demand letter to Harrison for the remaining
50% of the revenue from the impermissible sale of GLO groundwater.

After receiving no response, on January 29, 2018 the Attorney General’s Office filed suit on behalf
of the GLO against Roddy Harrison, his two affiliated entities, Yellow-Top Ranch, Inc. and H.E.
Cattle Co., as well as BHP Billiton (collectively the “Defendants™). The School Land Board
approved the following terms of the settlement at the October 2, 2018 meeting which are reflected
in the enclosed Settlement Agreement:

1. Defendants will pay a total sum of $273,393.41, which accounts for: 100% of the principal
owed ($227,185.50); approximately two years of interest representing the rough duration
of time from the groundwater sale until the filing of the lawsuit ($22,478.61); and attorney
fees ($23,729.30).

2. The Defendants will pay the settlement amount immediately upon execution of the
settlement agreement and the GLO will nonsuit all Defendants.

3. The State will amend the original land award to Harrison to allow the use of groundwater
at the site for livestock and domestic purposes.

4. BHP will be solely responsible to plug the commercial well within six (6) months from the
date of the settlement. In the event BHP does not meet their plugging obligation, the GLO



v
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will seek contractual remedies and may recover attorney fees against BHP as the law may
allow,

Recommendation: Staff recommends execution of the Settlement Agreement.

Enclosure
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This Settlement Agreement and Mutual Release of Claims ("Settlement Agreement") is
made and entered into among STATE OF TEXAS, on behalf of the Texas General Land Office
and the Texas School Land Board ("Plaintiff* or “the State™), RODDY I. HARRISON,
YELLOW-TOP RANCH, INC. and H.E. CATTLE CO. (collectively "Harrison"), and BHP
BILLITON PETROLEUM (TXLA OPERATING) COMPANY (“BHP Operating”) and BHP
BILLITON PETROLEUM PROPERTIES (N.A.), LP (“BHP Properties™) (collectively withBHP
Operating, “BHP”) ("BHP"). Hatrison and BHP are collectively "Defendants". This Settlement
Agreement is intended to settle, compromise and extinguish any and all claims which Plaintiff and
Defendants asserted or could have asserted against each other in the Lawsuit (as that term is
defined in Paragraph 1 below.). The Settlement Agreement is effective as of the date of the last
signature received to the Settlement Agreement and Plaintiff has received all settlement funds (as
set forth in Paragraph 5 below).

RECITALS

L. On or about January 29, 2018, Plaintiff filed Cause No. D-1-GN-18-000472, styled
State of Texas v. Roddy L. Harrison, Yellow-Top Ranch, Inc. H.E. Cattle Co. and BHP Billiton
Petroleum (TXLA Operating) Company, in the 459" Judicial District Court of Travis County,
Texas, (expressly including all amendments thereto, the "Lawsuit"), alleging claims against
Harrison and BHP Operating for wrongful exploration, production, extraction, marketing, leasing,
or sale of groundwater from property described as “all of Section 11, Block 113, Public Land
Survey, Culberson County, Texas, containing 640 acres, more or less (“the Property”). The
Property is more fully deseribed in the Land Award Issued on June 21, 2005 attached to this
Settlement Agreement as Exhibit A. The State alleges to have exclusive rights to the Property,
violations of the Texas Natural Resources Code, breach of restrictive covenants, trespass and
conversion, civil conspiracy, trespass to try title and suit to quiet title, accounting, assumpsit,
attorney’s fees and costs of court. Plaintiff later amended this pleading to add BHP Propertics as a
defendant, and omit BHP Operating as a defendant. The pleadings ofthe parties are incorporated
by reference.

2 Defendants have answered the Lawsuit and denied all liability, and Defendants and
their agents and representatives have continuously denied and steadfastly contested all claims of
wrongdoing.

3 Bona fide disputes and controversies exist between the parties, both as to liability,

if any, and the amount of damages, if any.
4, Plaintiff and Defendants now desire to avoid the expense, inconvenience, and

distraction of litigation, and intend to permanently settle and compromise any and all claims which
were asserted or could have been asserted against each other in the Lawsuit.

e ————
SETTLEMENT AGREEMENT AND RELEASE OF CLAIMS Page 1
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NOW, THEREFORE, IN CONSIDERATION OF THE PROMISES AND
COVENANTS HEREIN, THE PARTIES TO THIS SETTLEMENT AGREEMENT AND
RELEASE OF ALL CLAIMS HEREBY AGREE AS FOLLOWS:

s S r

a. Harrison will pay the State of Texas the total sum of $227,185.50, inclusive
of all damages, penalties, interest and attorney’s fees.

b, BHP will pay the State of Texas the total sum of $46,207.91, inclusive of
all damages, penalties, interest and attorney’s fees.

C. The State will issue a supplement to the original land award to Harrison to
allow the use of groundwater upon the original land award solely for livestock and domestic
purposes. A draft, unexecuted copy of the Supplemental Land Award is attached as Exhibit B to
this Settlement Agreement and is incorporated herein by reference.

d. The Defendants will pay the settlement amounts identified in Paragraphs
5.a. and 5.b. above immediately upon execution of the Settlement Agreement. Upon receipt of the
settlement amounts, the State will dismiss its case against Defendants with prejudice.

e Within six (6) months from the date of this Settlement Agreement, BHP will
plug the frac well, as identified in Exhibit C attached hereto and incorporated herein by reference,
in accordance with all applicable State and federal laws and regulations.

£ The State reserves and retains, for the use and benefit of the Permanent
School Fund, all rights to groundwater and groundwater leasing at the Property, except Harrison
shall have the right to use groundwater for livestock and domestic purposes only. Harrison, its
successors, and assigns agree not to use any groundwater underlying the Property for commercial
or industrial purposes.

g The State may recover attorney’s fees and costs in any lawsuit to enforce
this Settlement Agreement. The parties agree that venue for any lawsuit to enforce this Settlement
Agreement shall be in Travis County, Texas.

e e ]
SETTLEMENT AGREEMENT AND RELEASE OF CLAIMS Page 2
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6. Release and Discharge

The Texas General Land Office and School Land Board, in exchange for the
consideration described above, the receipt and sufficiency of which is hereby acknowledged,
fully and finally release, discharge, and forever hold RODDY L. HARRISON, YELLOW-
TOP RANCH, INC., and H.E. CATTLE CO. harmless from any and all claims arising out
of the facts alleged in the Lawsuit. This release runs to the benefit of HARRISON and parties
who could have been joined as defendants.

The Texas General Land Office and School Land Board in exchange for the
consideration described above, fully and finally release, discharge, and forever hold BHP
BILLITON PETROLEUM (TXLA OPERATING) COMPANY and BHP BILLITON
PETROLEUM PROPERTIES (N.A.), LP harmless from any and all claims arising out of the
facts alleged in the Lawsuit. This release runs to the benefit of BHP and parties who could
have been joined as defendants.

It is understood and agreed by the parties to this Settlement Agreement that this Settlement
Agreement is a compromise of disputed claims, and that the payment is not to be construed as an
admission of liability on the part of any party released herein. The Parties agree and acknowledge
that they do and will accept the consideration recited in this Settlement Agreement as a full and
complete compromise of all claims arising out of the Lawsuit, and that neither the consideration
specified in this Settlement Agreement nor the negotiations for this Settlement Agreement
(including all statements and communications, oral or written, of any nature) by any party, its
insurers, attorneys, agents or representatives, are admissions by them, and that no past or present
act or omission or other wrongdoing may be implied by or inferred from such consideration or
negotiations.

8 War of Capacity to Fxecute Settlement Agreemer

Plaintiff and Defendants represent and warrant that no other person or entity, has or has
had, any interest in the claims, demands, obligations, or causes of action referred to in this
Settlement Agreement; that they have the sole right and exclusive authority to execute this
Settlement Agreement and receive the payments specified in it; that they have not sold, assigned,
transferred, conveyed, or otherwise disposed of any claim, demands, obligations, or causes of
action referred to in this Settlement Agreement.

This Settlement Agreement constitutes the entire agreement between Plaintiff and
Defendants with regard to the matters set forth in it and shall be binding upon and inure to the
benefit of the executors, administrators, personal representatives, heirs, successors, and assignsof
each.

Page 3

SETTLEMENT AGREEMENT AND RELEASE OF CLAIMS
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This Settlement Agreement supersedes any and all prior agreements, promises,
representations, or inducements concerning the subject matter of the Agreement. No promises or
agreements made subsequent to the execution of this Settlement Agreement by these parties shall
be binding unless reduced to writing and signed by authorized representatives of these parties.

10 Repres i Compr i f Docui

The Parties, by their signatures below, represent they are competent to execute this
Settlement Agreement; that they have had a full and fair opportunity to study this Settlement
Agreement, ask questions and take all steps to ensure that they fully understand all aspects of this
Settlement Agreement; that they are satisfied with the terms and conditions of this Settlement
Agreement; that no promise or agreement which is not herein expressed has been made; that in
executing this Settlement Agreement; they have relied upon the legal advice of their attorneys, who
are the attorneys of their own choice, and advice of any other legal or other professional as they or
their attorneys may have deemed appropriate; that the terms of this Settlement Agreement have
been carefully and completely read by them; that these terms are fully understood and voluntarily
accepted by them; and that this Settlement Agreement shall become final, irrevocable and absolute
upon its execution. It is the intention of all parties that this Settlement Agreement be construed as
having the plain ordinary meaning of the terms used herein.

11. sOvVernin W

This Settlement Agreement is entered into in the State of Texas, and shall be construed in
accordance with Texas law. It is understood that the terms of this Settlement Agreement are
contractual and not mere recital.

12 [Kinality.

The parties agree to cooperate and fully execute any and all supplementary documents and
take all additional actions which may be necessary or appropriate to give full force and effect to
the basic terms and intent of this Settlement Agreement, and which are not inconsistent with its
terms. This includes the signing and filing of a Motion to Dismiss with Prejudice and an Agreed
Order Granting Dismissal with Prejudice in the Lawsuit. A draft, unexecuted copy of the Motion
to Dismiss with Prejudice is attached as Exhibit D to this Settlement Agreement.

13 verance

Each provision and term of this Settlement Agreement is intended to be severable. The
parties to this release agree that all provisions of this Settlement Agreement are material, but that
should any one or more provisions of this Settlement Agreement be declared invalid by a court of
competent jurisdiction, the provisions not declared invalid shall remain in effect as if the invalid
provisions had not been contained herein.

e e —
SETTLEMENT AGREEMENT AND RELEASE OF CLAIMS Page 4
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14 Dupli riginals.

This Settlement Agreement may be executed in duplicate and separate originals, each of
which shall be binding as if executed together.

BY OUR SIGNATURES BELOW, WE REPRESENT THAT WE HAVE READ THE
FOREGOING SETTLEMENT AGREEMENT AND RELEASE OF ALL CLAIMS, THAT
WE HAVE CONSULTED WITH OUR RESPECTIVE LAWYERS ABOUT IT, THAT WE
UNDERSTAND IT, AND THAT WE SIGN IT KNOWINGLY AND VOLUNTARILY.

“the Texas General
Board

Date: H!z*—r\_\&’

GEORGE P. BUSH
Commissioner, The Texas General Land Office
Chairman, The School Land Board.

STATE OF TEXAS

COUNTY OF TRAVIS )

BEFORE ME, the undersigned authority, on this day personally appeared George P. Bush,
a duly authorized representative of STATE OF TEXAS, on behalf of the Texas General
Land Office and the Texas School Land Board known to me to be the person whose name
is subscribed to the foregoing instrument, and after being by me duly sworn, did, under
oath, depose and say that he has read the entire Settlement Agreement and Release and
fully understands the same, that all of the statements contained therein are true and correct,
and that he has signed the same freely and voluntarily, relying only upon the statements
contained therein and none other, and that he executed the same for the purposes and
consideration therein expressed.

SUBSCRIBED AND SWORN to me by said person, witness my hand and seal of office
this f-% day of NS0 e\t ,2018.

Voo Yo U

Notary Pubfic, State ({chxas
Printed Name: VA kv (Gonzales

e O e A feftioditioti

>3
(adion, CUGOZALS &
Qivt ©ID# 12950636-4 % My Commission Expires: o EXI
§ e Slale of Texas 8 . — bLD‘ ﬁ'
Q ey Comm, Exp. 07-25-2021 3 Notary L.LD. No. 12950\
Py e AU e Py S

HOTARY WITHOUT BOND

————————— . ——— et
SETTLEMENT AGREEMENT AND RELEASE OF CLAIMS Page 5
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RODDY L. HARR_ISON

pue L=/ 5 5 By: T L A.;C'—'f;’?if“_‘-’-\

STATE OF TEXAS )
4= 7 )
cOUNTY OF L L/ ES

BEFORE ME, the undersigned authority, on this day personally appeared RODDY L.
HARRISON, known to me to be the person whose name is subscribed to the foregoing instrument,
and after being by me duly sworn, did, under oath, depose and say that he has read the entire
Settlement Agreement and Release and fully understands the same, that all of the statements
contained therein are true and correct, and that he has signed the same freely and voluntarily,
relying only upon the statements contained therein and none other, and that he executed the same
for the purposes and consideration therein expressed.

S CRIBED AND SWORN to me by said person, witness my hand and seal of office
this day of 2 ¢ 1t beJ , 2018.

Tttt 7 2

Notary Public, State of’f exas
Printed Name: <77/ 77%éc- F Corerz

i, MATTHEW FLOREZ
N u;;( Notary Public, State of Texas

)

o
'§Z§ I5E Comm. Expires 06-11-2021 My Commission 7)(%11‘68. S- é/J 2/
TSSS  Notary ID 13106862-7 Notary 1.D. No. | OFE b ~"7

TN

*&

—_— . = - ...
SETTLEMENT AGREEMENT AND RELEASE OF CLAIMS Page 6
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YELLOW-TOP RANCH, INC,

-

Date: _ /// / f:/"!’ /f) By: 7 "/'///;:@ e Y
RODDY L. EMR;,SO
Its " i - -{,g s

STATE OF TEXAS )

e e ]
COUNTY OF /L4424 £/ S )

BEFORE ME, the undersigned authority, on this day personally appeared RODDY L.
HARRISON, as a duly authorized representative of YELLOW-TOP RANCH, INC., known to me
to be the person whose name is subscribed to the foregoing instrument, and after being by me duly
sworn, did, under oath, depose and say that he has read the entire Settlement Agreement and
Release and fully understands the same, that all of the statements contained therein are true and
correct, and that he has signed the same freely and voluntarily, relying only upon the statements
contained therein and none other, and that he executed the same for the purposes and consideration

therein expressed.

SU?SCRIBED AND SWORN to me by said person, witness my hand and seal of office

this__{ 5 dayof _OC fobey ,2018.

W, MATTHEW FLOREZ : = .

g‘g%ﬁ% Notary Public, State of Texas N(?tary Public, State‘e exas " -

Z LS Comm. Expires 05-11-2021 Printed Name:/ 7?7 {7 2z » /- (orz &
RTINS _Nomrle 131068862-7 My Commission Expires: 5—,//4 7 /
- Notary LD. No. /-70;0£f5 e~

SETTLEMENT AGREEMENT AND RELEASE OF CLAIMS Page 7
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H.E. CATTLE CO.

)
B 7 = _7",4'" )

Date: /%/'r/\-j “/5/ By: //""{/ P "._/_-,_-—;f':,.
RODDY L, HARRISON
Its %

STATE OF TEXAS )

) — e -
— 1 AR

BEFORE ME, the undersigned authority, on this day personally appeared RODDY L.
HARRISON, as a duly authorized representative of H.E. CATTLE CO., known to me to be the
person whose name is subscribed to the foregoing instrument, and after being by me duly sworn,
did, under oath, depose and say that he has read the entire Settlement Agreement and Release and
fully understands the same, that all of the statements contained therein are true and correct, and
that he has signed the same freely and voluntarily, relying only upon the statements contained
therein and none other, and that he executed the same for the purposes and consideration therein
cxpressed.

SU CRIBED AND SWORN to me by said person, witness my hand and seal of office
this__ (5 LA dayof D fober ,2018.

gt I jz

Notary Public, State o /fl'"/(
Printed Name: / /. c’/ ecrs [ 49/20('

My Commission Expin Rt i
Notary L.D. No. / j)f)b L™

\mm,,’ MATTHEW FLOREZ

)
\\ 'ng % Notary Public, State of Texas
"“- Comm. Expires 05-11-2021

Notary ID 13106862-7

’I 1 \
“, HDF RN

==——e === - ————————————————————
SETTLEMENT AGREEMENT AND RELEASE OF CLAIMS Page 8
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BHP BILLITON PETROLEUM (TXLA
OPERATING) COMPANY

Date: @(MM 29,7018 By:

Printed Ndme: dIZ{K K‘:&mm

Its \) o tlesdnt

STATE OF TEXAS )
. )
county or_Hawuo g

- BEFORE ME, the undersigned authority, on this day personally appeared glzi I<IL!A LM
, a duly authorized representative of BHP BILLITON
PETROLEUM (TXLA OPERATING) COMPANY, known to me to be the person whose name is
subscribed to the foregoing instrument, and after being by me duly swom, did, under oath, depose
and say that he/she has read the entire Settlement Agreement and Release and fully understands
the same, that all of the statements contained therein are true and correct, and that he/she has signed
the same freely and voluntarily, relying only upon the statements contained therein and none other,
and that he/she executed the same for the purposes and consideration therein expressed.

SUBSCRIBED AND SWORN to me by said person, witness my hand and seal of office
this_ 29 dayof __{)chrO( , 2018,

Clvustme Spmclues

4

Notary Public, State of Texas
Printed Name: ( JWshne, anchlez

CHRISTINE SANCHEZ

My Notary ID # 1808705 My Commission Expires: 2 - 1- 2|

Notary LD. No. ‘404105

Expires February 7, 2021

e ———
SETTLEMENT AGREEMENT AND RELEASE OF CLAIMS Page 9
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BHP BILLITON PETROLEUM PROPERTIES
(N.A.), LP

Date; J)d'ob”( 29 018

STATE OF TEXAS )

. )
COUNTY OF_Hauso )
BEFORE ME, the undersigned authority, on this day personally appeared &lﬁ_ KQJ/YY/W\

, & duly authorized representative of BHP BILLITON
PETROLEUM PROPERTIES (N.A.), LP known to me to be the person whose name is subscribed
fo the foregoing instrument, and after being by me duly swom, did, under oath, depose and say
that he/she has read the entire Settlement Agreement and Release and fully understands the same,
that all of the statements contained therein are true and correct, and that he/she has signed the same
freely and voluntarily, relying only upon the statements contained therein and none other, and that
he/she executed the same for the purposes and consideration therein expressed.

SUBSCRIBED AND SWORN to me by said person, witness my hand and seal of office
this_ 7] day of _Qctv{} , 2018,

( houghne fémmdw/,(
SN f‘i(q',' CHRISTINE SANCHEZ ) Notary Public, State of Texas
Nﬁ% My Notary ID # 1909705 Printed Name: 5]:1\’1@ Savchez
5 ! My Cormmssmn Eé{)u'es 2= 1=&\
Notary LD. No. ‘1O 705

Expires February 7, 2021

Paga

SETTLKMENTAGREEMBNTAND RELEASE OF CLAIMS
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"NOTICE OF CONFIDENTIALITY: IF YOU ARE A NATURAL PERSON, YOU MAY REMOVE OR STRIKE

ANY OF THE FOLLOWING INFORMATION FROM THIS INSTRUMENT BEFORE IT IS FILED FOR
RECORD IN THE PUBLIC RECORD: YOUR SOCIAL SECURITY NUMBER OR YOUR DRIVER’S
LICENSE NUMBER.

LAND AWARD AND RECEIPT

Under the terms of Chapter 32, Subchapter D, and Chapter 51, Subchapters B and C, of the Texas Natural
Resources Code, as amended, relating to the sale of Permanent School Fund land.

GENERAL LAND OFFICE FILENO. 155342
AUSTIN, TEXAS

WHEREAS, Roddy Harrison of PO Box 1908, Pecos, TX 79772-1908 has in the manner and form
prescribed by law, filed in this office an application to purchase the following described school land, to-wit:

All of Section 11, Block 113, Public School Land Survey, Culberson County, Texas, confaining
640 acres, more or less; as more particularly described by metes and bounds in “Exhibit A”
attached hereto and incorporated herein for all purposes;

The School Land Board having fixed the price, and the State having received Thirty-five Thousand Two
Hundred and NO/100 Dollars ($35,200.00) as the full payment, therefore 1 do hereby award to said applicant the
survey of land described above; provided however, that there is reserved unto the State of Texas for the use and
benefit of the Permanent School Fund, all oil, gas, coal, lignite, sulphur and other mineral substances from which
sulphur may be derived or produced, salt, potash, uranium, thorium, and all other minerals in and under the land
described above wherever located and by whatever method recovered, as well as the right to lease such minerals
and the right of ingress and egress to explore for and produce the same.

The State also reserves and retains, for the use and benefit of the Permanent School Fund, all rights to
groundwater and groundwater leasing, except Grantee shall have the right to use groundwater for residential and
domestic purposes only. The State further reserves the right of ingress and egress to explore for, produce, lease,
and store groundwater and to place, construct, maintain, and operate any structures necessary and incident thereto
at a site or sites as determined by the State. Grantee, its successors, and assigns covenant and agree not to use any -
groundwater underlying the property conveyed herein for commercial or industrial purposes.

These easements, restrictions, and covenants run with the land, are binding on Grantee, its successors, and
assigns, and are forever enforceable.

Further, said award is made subject to any and all easements, rights-of-way, leases, and other matters of
record, and those visible and apparent on the ground, affecting or related to the said property.

APPROVED BY THE SCHOOL LAND BOARD: May 17, 2005
FULL PAYMENT RECEIVED: May 26, 2005

WITNESS MY HAND AND SEAL OF OFFICE. o Q&“
APPROVED: Eony - PEAL L

E.HATTERSON
missioner, General Land Office
rman, School Land Board

Surveying
Content

Legal Services
Deputy Commissioner |
Chief Clerk

¥ / - DATE: . <! ecee “fos
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NOTICE OF CONFIDENTIALITY: IF YOU ARE A NATURAL PERSON, YOU MAY
REMOVE OR STRIKE ANY OF THE FOLLOWING INFORMATION FROM THIS
INSTRUMENT BEFORE IT IS FILED FOR RECORD IN THE PUBLIC RECORD: YOUR
SOCIAL SECURITY NUMBER OR YOUR DRIVER’S LICENSE NUMBER.

AMENDED LAND AWARD AND RECEIPT

STATE OF TEXAS }
} KNOWN ALL MEN BY THESE PRESENTS:
COUNTY OF TRAVIS }

WHEREAS, on June 21, 2005, The State of Texas on behalf of the Permanent School Fund
(“Grantor™) executed a Land Award and Receipt for the benefit of Roddy Harrison of PO Box
1908, Pecos, TX 79772-1908 (“Grantee™) filed in the Culberson County Clerk’s Office as
Document No. XXX (the “Land Award™);

WHEREAS, pursuant to the Settlement Agreement and Release of Claims, executed by Grantor
and Grantee dated XXX, 2018, Grantor agreed to amend and supplement the Land Award;

NOW THEREFORE, the undersigned do hereby agree to amend, replace, and restate the Land
Award in its entirety with the following, to wit:

LAND AWARD AND RECEIPT

Under the terms of Chapter 32, Subchapter D, and Chapter 51, Subchapters B and C, of the
Texas Natural Resources Code, as amended, relating to the sale of Permanent School Fund land.

GENERAL LAND OFFICE FILE NO. 155342
AUSTIN, TEXAS

WHEREAS, Roddy Harrison of PO Box 1908, Pecos, TX 79772-1908, has in the manner
and form prescribed by law, filed in this office an application to purchase the following described
school land, to-wit:

All of Section 11, Block 113, Public School Land Survey, Culberson County,
Texas, containing 640 acres, more or less, as more particularly described by metes
and bounds in “Exhibit A” attached hereto and incorporated herein for all purposes;

The School Land Board having fixed the price, and the State having received Thirty-five
Thousand Two Hundred and NO/100 Dollars ($35,200.00) as the full payment, therefore I do
hereby award to said applicant the survey of land described above; provided however, that there is
reserved unto the State of Texas for the use and benefit of the Permanent School Fund, all oil, gas,
coal, lignite, sulphur and other mineral substances from which sulphur may be derived or produced,
salt, potash, uranium, thorium, and all other minerals in and under the land described above

Amended Land Award and Receipt
Page 1 of 3
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wherever located and by whatever method recovered, as well as the right to lease such minerals and
the right of ingress and egress to explore for and produce the same.

The State also reserves and retains, for the use and benefit of the Permanent School Fund, all rights
to groundwater and groundwater leasing, except Grantee shall have the right to use groundwater for
livestock and domestic purposes only. The State further reserves the right of ingress and egress to
explore for, produce, lease, and store groundwater and to place, construct, maintain, and operate
any structures necessary and incident thereto at a site or sites as determined by the State. Grantee,
its successors, and assigns covenant and agree not to use any groundwater underlying the property
conveyed herein for commercial or industrial purposes.

These easements, restrictions, and covenants run with the land, are binding on Grantee, its
successors, and assigns, and are forever enforceable,

Further, said award is made subject to any and all easements, rights-of-way, leases, and
other matters of record, and those visible and apparent on the ground, affecting or related to the said

property.
APPROVED BY THE SCHOOL LAND BOARD: May 17, 2005

FULL PAYMENT RECEIVED: May 26, 2005

WITNESS MY HAND AND SEAL OF OFFICE.

APPROVED:

Surveying . GEORGE P. BUSH

Content Commissioner, General Land Office
Legal Services 2 Chairman, School Land Board
Deputy Commissioner 3

Chief Clerk

DATE OF AMENDMENT:

|GRANTEE SIGNATURE PAGE TO FOLLOW|

Amended Land Award and Receipt
Page 2 of 3
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Grantee:
Roddy Harrison
Date:
ACKNOWLEDGMENT

STATE OF §

§
COUNTY OF §
This instrument was acknowledged before me onthe day of , 20
by Roddy Harrison.

(/\’of(_:r__l.' Signatire)
Notary Stanip Notary Public, State of

My commission expires:

AFTER RECORDING PLEASE RETURN TO:

Attn:

Amended Land Award and Receipt
Page 3 of 3
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EXHIBIT C
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No. D-1-GN-18-000472

STATE OF TEXAS, IN THE DISTRICT COURT
Plaintiff,

V.

RODDY L. HARRISON, TRAVIS COUNTY, TEXAS

YELLOW-TOP RANCH, INC.,
H.E. CATTLE CO., and

BHP BILLITON PETROLEUM
PROPERTIES (N.A.), LP,

Defendants. 459th JUDICIAL DISTRICT

STATE OF TEXAS’ MOTION TO DISMISS WITH PREJUDICE

The State of Texas, by and through its Attorney General, on behalf of the
Texas General Land Office and the School Land Board, brought this suit against
Defendants Roddy L. Harrison, Yellow-Top Ranch, Inc., H.E. Cattle Co., and BHP
Billiton Petroleum Properties (N.A.), LP seeking injunctive relief, civil penalties,
monetary damages, and attorney’s fees for alleged violations of the Texas Natural
Resources Code, breaches of restrictive covenants, trespass, conversion, civil
conspiracy, trespass to try title, cloud on title, accounting, and assumpsit. The
State of Texas hereby dismisses with prejudice all its claims in this cause.

Respectfully submitted,

KEN PAXTON
Attorney General of Texas

JEFFREY C. MATEER

First Assistant Attorney General

State of Texas v. Roddy L. Harrison, et al. Page10f3
Motion to Dismiss
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State of Texas v. Roddy L. Harrison, et al.
Motion to Dismiss

BRANTLEY STARR
Deputy First Assistant Attorney General

JAMES E. DAVIS
Deputy Attorney General for Civil Litigation

PRISCILLA M. HUBENAK
Division Chief, Environmental Protection
Division

—/st-F-Amber Ahmed

J. AMBER AHMED

Assistant Attorney General
State Bar No. 24080756
Amber.Ahmed @oag.texas.gov

KEN CROSS

Assistant Attorney General
State Bar No. 051358000
Ken.Cross@oag.texas.gov

Office of the Attorney General of Texas
Environmental Protection Division
P.O. Box 12548, MC-066

Austin, Texas 78711-2548

Telephone: (512) 475-4006

Facsimile: (512) 320-0911

COUNSEL FOR THE STATE OF TEXAS

Page 2 of 3
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CERTIFICATE OF SERVICE

I certify that on _, atrue and correct copy of the foregoing document
has been served on the persons listed below, be electronic service provider and
email:

James W. Essman Attorneys for Roddy L.
Shafer, Davis, O'Leary & Stoker, Inc. Harrison, Yellow- Top Ranch,
Post Office Drawer 1552 Inc., and H. E. Cattle Co.
Odessa, Texas 79760

(432) 332-0893

(432) 333-5002 (Fax)

jessman@shaferfirm.com.

William S. Rhea

DuBois Bryant & Campbell, LLP
303 Colorado Street

Suite 2300

Austin, Texas 78701

(512) 457-8000

(512) 457-8008 (Fax)

brhea@dbcllp.com

Christopher M. Hogan Attorney for

Reynolds Frizzell LLP BHP Billiton Petroleum
1100 Louisiana Street Properties (N.A.), LP

Suite 3500

Houston, Texas 77002

(713) 485-7200

(713) 485-7250 (Fax)
chogan@reynoldsfrizzell.com

As/-J—Amber-Ahmed
J. Amber Ahmed

State of Texas v. Roddy L. Harrison, et al. Page3of3
Motion to Dismiss
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REORDER 9018 « U.S. PATENT NO. 5538290, 5575508, 5641183, 5785353, 5384364, 603000

THE AMOUNT OF THIS CHECK IS FOR PAYMENT TYPE NOTED BELOW DUE PARTY OR PARTIES OF

TR
o

* THE INSTRUMENT DESCRIBED HEREIN FOR THE STATED PERIOD.
ON BEHALF OF: PAYMENT TYPE: MINIMUM ROYALTY Page 1of 1
CIMAREX ENERGY CO RIGHTS HELD: OIL & GAS
P O BOX 4544
HOUSTON, TX 772104544 DATE  04/15/2024 CHECK NO. 513355
LN, T TP  RENTALPEROD
COUNTY STATE DATE OF LEASE MONTHS FROM i TO |
CULBERSON X 04/06/2010 12 05/01/2024 05/01/2025
LEASE NUMBER PAYEE NUMBER ORIGINAL LESSOR IDENTIFICATION OR LEASE SERIAL NUMBER PAY EXACTLY i
42-0008414 704630-08 COMMISSIONER OF GENERAL LAND OFFICE AND/ $****3 200.00
TO TEXAS GENERAL LAND OFFICE
g‘;%ER LAND OFFICE STATE OF TEXAS
OF LOCKBOX ACCOUNT
PO BOX 12873
AUSTIN, TX 78711-2873
RECORDED: CULBERSON Book :101 Page :310 Reception # :000065486
o000
[ 3
se0e
L ]
[ ]
YXXX]
(X ]
[ ]
eoo o
(1]
e O
o [ X ]
[ XL XJ
L
[ XXX J
PAYEE: DETACH THIS STATEMENT BEFORE DEPOSITING
__THIS CHECK IS VOID WITHOUT A COLORED BORDER AND BACKGROUND PLUS A KNIGHT & FINGERP WATERMARK ON THE BACK - HOI ANGLE TO VIEV
CIMAREX ENERGY CO JPMorgan Chase Bank, N.A. . 513355
RENTAL ACCOUNT Columbus, Ohio 43271
POBOX 4544 = 56-1544/441
= HOUSTON, TX 77210-4544
VOID AFTER 90 DAYS e
CHECK NUMBER DATE PAY EXACTLY
£33,200dols00cts 513365 | Apr15-2024 |  §"'3,200.00

Three Thousand Two Hundred Dollars and Zero Cents

PAY TEXAS GENERAL LAND OFFICE 704630-08
TO LAND OFFICE STATE OF TEXAS
THE LOCKBOX ACCOUNT

ORDER PO BOX 12873
OF AUSTIN, TX 78711-2873 4766425 % s



y Coterra Energy Inc. T 281-589-4600
C O T E R R A Corporate Headquarters F  281-589-4955
Three Memorial City Plaza coterra.com
840 Gessner Road

Suite 1400
Houston, TX 77024

April 16, 2023

Texas General Land Office
1700 N. Congress Ave.
Austin, TX 78701-1495

RE: Armstrong Unit, CULBERSON CO., TX
To whom it may concern:

Please find enclosed Cimarex Energy Co checks in the amount of $20,905.00. These checks are

payment for the minimum royalty on the following leases:

M 110701 $1,600.00 CK# 513361
M 117000 $1,600.00 CK# 513360
M 110713 $1,705.00 CK# 513359
M 110707 $3,200.00 CK# 513358
M 110706 $3,200.00 CK # 513357
M 110705 $3,200.00 CK# 513356
M 110704 $3,200.00 CK#513355 —
M 110703 $3,200.00 CK # 513354

Should you need anything further, please contact me by email at sheryl.kohl@coterra.com or
phone 281-589-4960.

Thank you,

Sheryl Kohl
Lease Analyst
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