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STEVE F. ARMSTRONG
ENERGY INVESTMENTS
P.O. BoX 64370 BUS 806-785-1113
LUBBOCK, TX 79464 < Fax 806-785-6901
April 14, 2010 CELL B806-543-9263

Mr. Drew Reid

Texas General Land Office
Stephen F. Austin Bldg.
1700 North Congress Ave.
Austin, TX 78701-1495

RE: All of the SE/4 of Section 6, Block 54, TWP, 5, T&P RR Company Survey, Reeves
County, Texas

Dear Drew:

Enclosed. please find a Xerox copy of an oil and gas lease I propose to take from the
owners of the soil of the above referenced lands.

This lease will cover 100 percent of the 160 acres above described. | am paying $225.00
per acre bonus for this lease and it will have a 1/4™ royalty. The term will be from April
15,2010 until November 11, 2011. Please review the enclosed and let me know as soon
as possible if The General Land Office will approve the lease as to form and
consideration, subject to your receiving a certified copy of the lease along with the funds
due the State of Texas.

Thank you very much for your most prompt attention and reply to this matter.

Very truly yours,

S’}/{liéé{F%xRMSTRONG 7 g~ /0745 3 "347%

SFA/
Enclosure: (1)
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Transaction # 6718
Lessor Oatman, W.W., Trustee et al

Lessas: Steve F. Armstrong

LEASE DESCRIPTION

County PN
REEVES 07-109924
TERMS OFFERED

Primary Term 18 months
Bonus/Acre: $225.00
Rental/Acre: $1.00
Royalty: 1/4

COMPARISONS

MF # Lesses

MF104528 Shaw Interests, Inc.

MF110187 Petro-Hunt, L.L.C.

Comments: Prepaid rentals.

AI]I]I‘II\'BI]: 1\) ﬁr_i ‘4 Zlo-

Monday, April 26, 2010

RAL REVIEW SHEET

Geologist: R. Widmayer
Leasa Date: 4/15/2010 Ut
Gross Acres: 160
Net Acres: 160
BasaFleNo Part Sec. Block Twp Survey Abst#
91290 SE/4 6 54 05S T&PRYCO 2149
TERMS RECOMMENDED
mrv Term 18 months
Bonus/Acra $225.00
Rental/Acre $1.00
Royaity 174
Date Term Bonus/Ac. Rental/Ac.  Royaity  Distance
6/25/2004| 2 years $200.00 $1.00  [1/4 Last Leass
1/21/2009 5 years $450.00 $1.00  1/4 2 Miles West



RELINQUTSHMENT ACT LEASE APPLICATION

Texas General Land Office Jerry Patterson, Commissioner

TO: Jerry Patterson, Commissioner DATE:  26-Apr-10
Larry Laine, Chief Clerk
Bill Warnick, General Counsel

Louis Renaud, Deputy Commissioner

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

Applicant: ~ Steve F. Armstrong County: REEVES
Prim. Term: 18 months Bonus/Acre $225.00
Royalty: 1/4 Rental/Acre $1.00

Consideration

Recommended: ZATS Date: 424 /0

Not Recommended:

Comments: Prepaid rentals.

Véase Form

Recommended: (% H Date: ‘//ZC//:’

Not Recommended:

Comments:

Louis Renaud, Deputy Commissioner Date: S— &~ D

Recommended: Vil B
Not Recommended:

Bill Warnick. General Counsel Date: w{/éZ/@
Recommended: / 4

Not Recommended:

Larry Laine, Chief Clerk Date: &O ue
Approved:

Not Approved:

Jerry Pattenson. Commisgioner Date:5hD§\§)
Appr ; \-‘6&-«] t\

Not Approved: I]




FileONo/%‘C/{}/o £ o
671 = .

Date Filed:

Pat
By, &/

rson, Commissivner




BAR S ENTERPRISES, INC. i

State of Texas - General Land Office 5/28/2010
Date Type  Reference Original Amt. Balance Due  Discount Payment
5/28/2010  Bill 125.00 125.00 125.00
‘ Check Amount 125.00
//-

CITY BANK # 302482 Filling Fee - Processing Fee 125.00



CELERO ENERGY I|, LP 301 COMMERCE ST, SUITE 2100, FORT WORTH, TEXAS 76102 817/708-3800

INVOICE DATE DESCRIPTION NET
42210 04/22/10 18,000.00
10708125
_/
[
[ |
\V/ERINND ‘alalV lalalate] UK 2NQ7N NATE 12 NNN NN



STEVE F. ARMSTRONG

- 2 ENERGY INVESTMENTS
P.O. BOX 64370 Bus. 806-785-1113

LUBBOCK, TX 79464 FAX 806-785-6901
May 28, 2010 CELL 806-543-9263

Mr. Drew Reid *%2%

LR .

Texas General Land Office
Stephen F. Austin Bldg.
1700 North Congress Ave.

Austin, TX 78701-1495 5---:-
RE: All of the SE/4 of Section 6, Block 54, TWP. 5. T&P RR Company Survey. Reeves E---:-
County. Texas Joree,
Dear Drew:

As per our prior discussions and phone conversations. enclosed please find a Certified
Copy of the oil and gas lease from the surface owners of the above referenced lands.

This lease covers 100% of the lands described for which we paid a bonus consideration
of $225.00 per acre, and it is a paid up lease with the expiration date being November
11,2011. The gross royalty called for in the lease is one-fourth.

In addition to the lease, please find check 30970 from Celero Energy 11, LP in the
amount of $18.000.00 made payable to the Commissioner of the General Land Office to
cover the portion of the bonus money due the State of Texas. Also enclosed. is my
check number 2723 in the amount of $125.00 made payable to the Commissioner to
cover the cost of the filing fee and the processing fee to put this lease of record in the
files of the General Land Office.

At your convenience, please send me notification of the Mineral Number the General
Land Office assigns to this file. Should you need anything further of me in regards to
this matter. please do not hesitate to give me a call.

Very truly yours,

Mou?

STEVE F. ARMSTRONG

SFA/
Enclosures: (3)
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MF n1veo

. ~ 19 AGE {'-' l} ';
FILE # 1660
o 5
Qe il i ’
Revised. September 1987
State of T "
@\)B ‘ Exag

Qustin, Texas

3

X
OIL AND GAS LEA

THIS AGREEMENT s made and d into this 15 day of Aprill 2010 beiween the Stata of Texas acting
by and through its agent. atman. Caralyn Clark Oatrnan as Trustee of the Carol man Trust rren Malcoim Clark as Trustee of the
Warren Malcolm Clark Trust, and Reed-George Land & Minerals,_Lid
of PO Drawer 310 Bastrop. TX 78802

{Give Parmanent Address)
said agent herein referred 1o as the owner of the soil (whether ane or more). and STEVE F_ARMSTRONG

of P.O Box 54370 Lubbock, TX 79464 heteinafter calieg Lessee
Gwe Parmaneni Address)

1. GRANTING CLAUSE. For and in consideration of the amounts stated below and of the covenants and agreements 10 be paid kep! ang
performed by Lessee under this lease, the State of Texas acting by and through the owner of the soil hereby granls ieases and lels unto Lessee for
the sole and only purpose of prospecting and drilling for and progucing oil and gas. laying pipe lines building tanks. storing oil and builaing powe:
stations. telephone lines and other structures thereon. to produce save. take care of. treal and transport said products of the lease. the following lands
situated in REEVES County, State of Texas. to-wit

ALL OF THE SOUTHEAST ONE-FOURTH (SE/d) OF SECTION 6 BLOCK 54 TWP 5 T&P RR COMPANY SURVEY

containing 160 acres. more or less. The bonus consideration pa:d for this lease 1s as follows

To the State of Texas Eighteen Thousand and no/100
Dollars ($18.000.00 !

To the owner of the soil Eighteen Thousand and no/100
Doltars (S18.000 00 J

Total bonus consideration. Thirty Six Thousand and no/100
Dollars (536.00000 i

The total bonus consideration paid reprasents a bonus of Two Hundred Twenty Five and no/100
Dollars i§225 .00 ) per acte. on 160 net acres

2. TERM, Subject tc the other provisions in this lease this lease shall be for 2 term @ending on November 11 2011 R
@ @GEB herein called primary term’) and as lang thereafter as oil and gas o aither of them 18 produced n paying quantities from sawd tano  As used
in this lease. the term “produced in paying quantities” means that the receipts from the saie or other authornized commercial use of the substanceis
covered exceed out of pocket operational expenses for the six moniths last past

True and Correct
copy of
Original filed in

- B et
<oeves LOUM

L PAEL e
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3. DELAY RENTALS. If no well 1s commenced on the leased prermises on or before one (1) year from this date, this lease shall terminate,

-~+ess o0 of pefore such anniversary dale Lessee shall pay of lender Lo the owner of the soil or to his credit in the

Bank, at h
&7 15 successars (which shall continue as the depository regardless of changes in the ownership of said land). the amount specified below. in addiion,
Lessee shail pay or lender 10 the COMMISSIONER OF THE GENERAL LAND OFFICE OF THE STATE OF TEXAS. AT AUSTIN TEXAS. a like sum on
ot pefore saic dale Payments under this paragraph shall operate as a rental and shall cover the privilege of deferring the commencement of a well for
cne (1) year from said date. Payments under this paragraph shail be in the fellowing amounts.

Ta the owner of the soil © See Paragrapn Number 40 Heren

Dollars (3 )

Ta the Siate of Texas * See Paragrapn Number 40 Hergin
Dollars ($ )

Total Delay Rental * See Paragrapn Number 40 Herewn
Dollars (S )

In a k@ manner and upon like payments of 1enders annually the commencement of 3 well may be further deferred for successive penods of ane (1)
year gach dunng the primary term All paymenis or tenders of rentai 1o the owner of the soll may be made by check or sight draft of Lessee. or any
assignee of this lease and may be dehvered on or before the rental paying date If the bank designated in this paragraph (or its successor bank) should
cease !o exst suspena business. iquidate, fall or be succeeded by another bank or for any reason fail or refuse 1o accept rental Lessee shall not be
held in aefault for failure to make such payments or lenders of rental unnl thinty (30) days after the owner of the soil shall deiver (0 Lessee a proper
recordable instrument naming anather bank as agent 1o receive such payments or lenders

4. PRODUCTION ROYALTIES. Upon production of oil and/or gas. Lessee agrees 1o pay or cause 1o be paid one-half (1/2) of the royalty
provided for in 1Nis lease lo the Commissioner of the Generai Lana Office of tne State of Texas, at Ausun, Texas, and one-half (1/2) of such royalty 1o the
owner of the sail

(A) OIL. Royalty payabie on 01l which is defined as including all hydrocarbons produced in a liquid form at the mouth of the well and also as
ail congensate. disuiiate and otner iquid hydrocarbans recovered from oi or gas run through a separator or other equipment as hereinafter provided
shall be 1/4in pant of the grass production or the market value thereof. at the oplion of the owner of the soil or the Commissioner of the General
Lana Office such value to be cetermined by 1) the hignest posted price. plus premium, if any offered or paid for oil condensate. distllate. or other liquid
nyarecarbons. respecuvely, of a like type and gravity in the general area where produced and when run or 2) the highest market pnce thereof offerec or
paia in ine general area where progduced 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 leased premises i1s s0id. used of processed in a piant it will be run free of cost 1o the royalty owners through an adequate oil
ana gas separator of conventional type, or other equipment at least as effic:ent. so that all liquid hydrocarbans recoverable from the gas by such means
will oe recovered The requirement that such gas be run through a separator or other equipment may be waived. in wnling, Dy the royally owners upon
such terms and cengiions as they prescrice

{B) NON PROCESSED GAS. Royaity on any gas (including flared gas). which is defined as ali hydrocarbons and gaseous substances not
cefined as oil in subparagraph (A) above, produced from any well on sawd land (excepl as provided herein with respect to gas processed in a piant for
the extraction of gasoline. liquiad hydrocarbaons or other products) shall be 1/4th part of the gross production or the markel value thereof at the
opuian of the owner of the soil or the Commissioner of the General Land Office. such vaiue lo be based on the highest market pnce paid or offered for
gas of comparable guality in the general area whete produced and when run. or the gross pnce paid or offered to the producer whichever is the greater.
provided thal the maximum pressure base in measuring the gas under this lease shall not at any time exceed 14 65 pounds per square inch absolute,
and the stancard pase temperature shail be sy (80} degrees Fanrenneit, correction to be made for pressure according to Boyle's Law. and for specific
gravity according to tests made oy the Baiance Mathcd or by the most appraved method of testing being used Dy the industry al the time of testing

(C) PROCESSED GAS. Royalty on any gas processed in a gasoline plant or other piant for the recovery of gasoline or other hquid
nyaracarmons shall be 1/4th part of tne residue gas and the liguid hydrocarbans exiracted or the market value thereof at the option of the owner
of tne sou or the Commuissioner of the General Land Office Ali royalties due herein shall be based on one hundred percent (100%) of the total plant
production of residue gas attnbutatie to gas produced from tnis lease. and on fifty percent (50%). or that percent accruing to Lessee, whichever is the
greater of the 1otal plant proguction of hquid hydrocarbons attribulable 10 the gas producea from this lease provided that if liquid hyarocarbons are
recoverea frorn gas processed in & piant in which Lessee (or 1s parent. subsidiary or affitale) owns an interast. then the percentage applicable to hquid
hycrocarbons shall be fifty percent (50%; or the highest percent accruing to a third pany processing gas through such plant under a processing
agreement negotialed at am's length (or if there is no such third pamy the highest percent then being specified in processing agreements or contracts in
the mduslry) whichever is the greater The respeciive royalties on residue gas and on hiquid hydrocarbons shall be determined by 1) the highest market
price paid or offered for any gas (or bquia hydrocarbans) of comparable quality in the generai area, or 2) the gross price paid or offered for such residue
gas (or tne weighted average gross selling price for the respective grades of liquid hydrocarbons). whichever is the greater In no event, however, shall
the royailies payable under this paragraph be less than the royaites which wouid have been due had the gas not been processed

(D) OTHER PRODUCTS. Royaity on carbon black sulpnhur of sny other pioducts produced or manufactured from gas (excepling liquid
hyarocarbons) whetrer said gas be casingnead. ary ~ or any otner gas. by fractionaling. bufming or any other processing shail be 1/4tn pant of
the gross production of such products. or the market value thereol, at the option of the owner of the sail or the Commissioner of the General Land Office
such market value to be datermined as follows 1) on the basis of the mghest market price of each product for the same month in which such product IS
praduced. or 2) on the basis of the average gross sale pnice of each product for the same manth in which such products are produced. whichever is the
greater

5. MINIMUM ROYALTY. Dunng any year after the expiration of the pnmary term of this lease if this lease 1s maintained by production the
royaities paa unger this lease in nc event shall be less than an amount equal o the total annual delay rental herein provided, otherwise there shall be
due and payable on or before tne last aay of the month succeeding the anniversary date of this lease a sum equal to the total annual rental less the
amount of royaities pa.a dunng the preceding year i Paragraph 3 of this lease does not specify a delay rental amount. then for the purposes of this
paragrapn, Ine delay rental amount shall be one aciiar ($1 00) per acre

-
sene
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6§ ROYALTY IN KIND. Notwithstanding any other provision in this lease at any time or from time to tme. the owner of the sail or the
si——ss<rer of tne General Land Office may al the option of either. upon not less than sixty (60) days notice ¢ the hoider of the iease. require that the
zayv—e~t 2! amy royaltes accruing to such royalty owner under this iease be made in kind The owner of the soil s or the Commssioner of the General
-a72 T*=ze s ngnt o take 4s royalty in king shall not diminish or negate ihe owner of the soil's or the Commissioner of the General Lana Office's rights
2 .essee s chigatons whelher express of /mplied under this iease

7. NO DEDUCTIONS. Lessee agrees that all royalties accruing under this lease (inciuding those paid in kind) shall ba withou! deduction for
™a zost of croducing. gathenng. storning separaling. lreating, dehydrating compressing, processing transpoting and otherwise making the il gas arc
2t=@- Crocucas nereuncer ready for sale or use Lessee agrees 1o compute and pay royallies on the Jross value receivec. inciuding any rembursemen:s
“2* severa~ce laxes and produclion reiated costs

8. PLANT FUEL AND RECYCLED GAS. No rovalty shall be payable on any gas as may represent this iease s propcrtionate share of any fue
+se3 0 process gas produced hereunader in any processing piant. Notwithstanding any other provision of this lease, and subject 1o the written cansen! of
=& swner of the soil and the Commussioner of the General Land Office. Lessee may recycle gas for gas ift purposes on the «eased premises of for
+ection nto any oil or gas producing formation underlying the l2ased premises after the hquid hydrocarbons contained in the gas have beer ramoved
~¢ royaities shall be payable on the recycled gas until 4 is produced and sold or used by Lessee in & manner which entities the royat'y owners to 3
*zy37Ty sncer this iease

9. ROYALTY PAYMENTS AND REPORTS. All royalties not taken in kind shail be paid to the Commissioner of tne General Land Office at
Austm Texas in the following manner

Payment of royalty on production of oil and gas shall be as provided in the rules se! forth in ine Texas Register Rules currentiy pravige that royaity on ¢

1s cue and must be received in the General Land Office on or pefore the 5ih day of the second menth succeeding the month of proguctior and royaily
on gas s due and must be recerved in the General Land Office on or before the 15th day of the second month succeeding the month of production

accompanied by the affidavit of the owner manager or other authorized agent. compieted in the form and manner prescribed by tne General Land Office
ana showing the gross amount and dispesition of all oil and gas produced and the market value of the oil and gas together with a copy of all cocuments
recoras or reports confirming the gross production. disposition and market value inciuding gas meter readings pipehne receipis gas line recepts and
olrer checks or memoranda of amount produced and put into pipelines. tanks, or poals and gas lines or gas storage and any cther reparns or racorms
wnich the General Land Office may require {o verfy the gross production, disposition and market value In all cases the authority of @ manager or ager!
to act for the Lessee herein must be filed in the General Land Office Each royalty payment shall be accompanied by a check slub schedule summary
or other remittance advice showing by the assigned General Land Cffice lease number the amount of royalty being paid on each iease If Lessee pays
his royalty an or before thirty (30) days after the royalty payment was due then Lessee owes a penalty of 5% on the rovalty or S25 00 whichever s
greater A royaity payment which s over thirty (30) days [ate shail accrue a penalty of 10% of the royalty due or 525 00 whichever 1s greater |n additicn
1c 2 penalty royaities shall accrue interest at 3 rate of 12% per year. such mteres! will begin 1o accrue when the royalty s sty (50" cays overdus
Afigavils and supporting documents which are not filed when due shall incur a penalty in &1 amount set Dy the General Land O%ice administralive ru e
wnich is effective on the date when the affidavits or supporting documents were due The Lessee shall bear all responsibity ‘ar paying or caus~3
royaities to be paid as prescribed by the due date provided herein Payment of the delinguency penally shall in no way cperate 1o pronc! e Siate s
nght of forfeiture as provided by law nor act to postpone the date on wnich royaities were originally due The above penafty provisions shall not apsyy »
cases of title dispute as o the State's portion of the royalty or to that portion of the royalty in gispute as to far markel vaive

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually furnish the Commissioner of the Gareral Lang Office
with ts best possible estimate of oil and gas reserves underlying thrs lease or aliocable to this lease and shall furnish said Comrissioner with copwes o
all contracts under which gas is sold or processed and all subsequent agreements and amendments 10 Such contracts witnin thiny (30 cays after
entering into of 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 Lang Cffice uniess otherwise authonzed by Lessee. Al other contracts and recerds pertaning to the oroduction
transportation sale and marketing of the cil and gas produced on said premises. including the bocks and accounts, receipts and discharges of ail welis
tanks poois. meters. and pipelines shall at all times be subject 10 inspection and examination by the Commussioner of the Gereral Land Ofice tre
Attorney General. the Governor. or the representative of any of them

(B) PERMITS, DRILLING RECORDS. Written notice of all operations on this iease sha' be submitted to the Commissioner of the Ganeral
Lana Office by Lessee or operator five (5) days before spud date workover re-eniry temporary abandonment or plug and apardonment of ary weil or
wells Such written notice 1o the General Land Office shall include copies of Railroad Commission farms for apphcation to ¢nll Copes of well tests
completicn reports and plugging reports shall be supplied to the General Land O¥ice al the time they are filed with the Texas Raircag Commission A
applications. permits, reports or other filings that reference this iease or any specific well on the leased premises and that are submifted 10 the Texas
Railroad Commussion or any other governmentai agency shall inciude the word State” in the titie Addmonaily in accordance with Railroad Commission
rules. any signage on the leased premises for the purpose of wentfying wells. tank battenes or ciher associated improvemenis o the 'ang must ais2
incluge the word “State ~ Lessee shall supply the General Land Office with any records. memoranda. accounts. reposs cutlings and coras of ather
infarmalion relative to the operation of the above-descnbed premises which may be requesled by the General Land Office in acamon to those neren
expressly provided for Lessee shall have an electrical anc/or radioactivity survey made an the bore-hole secticn. from the base of the surface casing to
the total depth of well of all welis dniled on the above described premises and shall transmit a true copy of the log of each sunvey an each well io the
General Land Office within ffteen (18) days after the making of saia survey

(C) PENALTIES. Lessee shall incur a penalty whenever reports documents or other matenais are nol filed in the Gereral Land Office when
due The penalty for Iate filing shali be set by the General Land Office administrative rule which is effective on the date when the matenais were cue °
the General Land Office

11. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If dunng the onmary term hereof and prior 1 aiscovery and
production of oil or gas on said land Lessee should drill a dry hole or holes thereon or if during the primary term hereof and aftar the discovery ang
actual production of oil or gas from the leased premises such proguction 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 gry hoie or cessation of proouction Lessee commencas additional drilling or
reworking operations thereon. or pays or tenders the next annual gelay rental in the same mannar 55 provided in this iease If duting the iast year of the
primary term or within sixty (60) days pnor thereto. a dry hole be completed and abandoned, or the production of oil or gas shoud cease *or any cause
Lessee’s nghts shall remain in full force and effect without further operations unbl the expiration of the pnmary term and # Lesses has nct resumes
production in paying quantities at the expiration of the pnmary lemn. Lessee may maintain this iease Dy conducting addmonal driling or rewctkung

True and Correct
copy of




1zetarznes pursuant to Paragraph 13 using the expiration of the pnmary tenm as the dale of cessation of production under Paragraph 13 Should the first
a® o' an, subsequent weil drilled on the above described land be completed as a shut-n oil or gas well within the pnmary term hereof Lessee may
‘es.me gayment of the annual rental in the same manner as provided herein on or before the rental paying date following the expiration of sixty (60)
23,8 *rom tne date of completan of such shut-in oil or gas well and upon the failure to make such payment, this lease shall ipso facto terminate If at the
exgiranon of tne pnmary term or any time thereafter a shut-in oil or gas well 1s localed on the leased premises, paymenis may be made in accordance
#~1h the shut-in provisions hereot

12 DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. I, at the expiration of the pnmary term, neither ol nor gas 1s being
croguced on sad lang but Lessee is then engaged in driliing or reworking operations therecn, this lease shall remain in force so long as operations on
sa.a well or for onlimg or reworking of any additional weils are prosecuted in good faith and in workmanhke manner without interruptions totaiing more
1nan sixty 160) days auning any one such operation. and if they result in the production of oil and/or gas. so long thereafter as oil and/or gas is produced
i~ paying quanuues from said land, or payment of shut-in o1l or gas well royalties or compensatory royalties is made as provided in this lease

13. CESSATION, DRILLING, AND REWORKING. If. after the expirauon of the pnmary term, production of oil or gas from the leased
premises aher once obtained should cease from any cause (s lease shall not terminate if Lessee commences additional driling or reworking
operatians 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 ano «n workmaniike manner without interruptions totaling more than sixty (60) days. If such dniling or reworking operations result in the proauction
of od of gas the iéase shall remain in full force and effect for so long as oil or gas s produced from the ieased premises in paying quantities or payment
of shut-in 0il or gas well royaiies or payment of compensalory royalties is made as provided herein of as provided by law If the dniling or reworking
operatons resuit in Ine completion of a well as a dry hole the lease will not terminate If (he Lessee commences additional drling or reworking
operanans 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 workmanike manner without interruptions totaling more than sixty (60) days Lessee shall give written notice
to tne General Land Office within thirty (30) days of any cessaton of production

14. SHUT-IN ROYALTIES. For purposes of this paragraph. “well” means any well (hal has been assigned a well number by the slate agency
hawving junsaiction over the production of oil and gas. If. at any ime after the expiration of the pnmary lerm of a lease that untl being shul in was being
mantained in force ang eflect. a2 well capabie of producing oil or gas in paying quantities is located on the leased premises, bul oil of gas i1s not being
produced for lack of sutable production faciities or lack of a suitable market. then Lessee may pay as a shut-in oll or gas royaily an amount equal to
aouple tne annual rental provided in the lease bul not less than $1 200 a year for eacn well capable of producing oil or gas in paying quantities If
Paragrapn 3 of this lease does nol specify a delay rental amount, then for the purposes of this paragraph. ine deiay rental amount snall be one doliar
{51.00) per acre To be effective, each initial shut-in oil or gas royalty must be paid on or before (1) the expiration of the primary term. (2) 60 days after
the Lessee ceases to produce oil or gas from the leased premises, or (3) 60 days after Lessee compietes a drilling or reworking operauon in accordance
wilh the lease provisions whichever dale is latest. Such payment shall be made one-half (1/2) to the Commussioner of the General Land Office and one-
half (1/2) 1o the owner of the soil. If the shut-in oil or gas royalty is paid. the lease shall be considered 10 be a producing lease and the paymenlt shall
exiena tne term of the lease for a penod of one year from the end of the pnmary term. or from the first day of the month foliowing the month in which
production ceased and after that if no suitabie production facilties or suitable market for the oil or gas exisis Lessee may extend the lease for four
maore successive periods of one (1) year by paying the same amount ach year on or belore tne expiration of @ach shut-in year

15. COMPENSATORY ROYALTIES. If durnng the penod the lease is kept in effect by payment of the shut-in oil or gas royalty, oil or gas s
sold and dehvered in paying quantties from a well located within one tnousand (1 000) feet of the leased premises and completed in the same producing
feservoil Of in any case in which drainage 1s occurring the nght fo continue Lo maintain the lease by paying the shut-in ol or gas royalty shall cease but
the lease snail 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 royaily at the royaity rale provided in the lease of the markel value of production from the well causing
the drainage or which is compieted in the same preducing reservoir and within one thousand (1.000) feel of the leasea premises The compensalory
royaity 15 to be paid monthly one-haif (1/2) lo the Commissiener of the General Land Office and one-half (1/2) to the owner of the soil. beginning on or
vefore the last day of the month following the month in which the oil or gas is produced from the well causing the drainage or that is completed in the
same producing reservoir and located within one thousand (1.000) feel of the leased premises If the compensaltory royaity pad in any 12-month perod
is an amount less than the annual shut-in oil or gas royaity Lessee shall pay an amount equal to the difference within thity (30) oays from the end of ihe
12-month period Compensatory royalty payments which aie not timely paid will accrue penalty and interest in accordance with Paragraph 9 of this
iease None of these provisions will relieve Lessee of the obligation of reasonable deveiopment nor the obligation to duil offset wells as provided in
Texas Natural Resources Code 52 173 however, al the determination of the Commissioner, and with the Commissioner s writen approval, the payment
of compensatory royaities can satisfy the obligation to anll offset welis

16. RETAINED ACREAGE. Nowathstanding any prowision of this lease to the contrary. after a weil producing or capable of producing oil or
gas nas been compigied on the leased prermises. Lessee shall exercise the diigence of a reasanably prudent operator in dnilling such additionai well or

wells as may be reasunably necessary for the proper development of thg | pregniges and in m}elmg the production thereon
1"3 E\?F%. e 7

(A} VERTICAL. In the event this lease is in force and effect after thef expiration date of the primary or extended term it shall then
termingte as to ail of the leased premises. EXCEPT (1) 40 acres surrounding each oil well capable of producing in paying quantiies and 320 acres
surrounding each gas well capable of producing In paying quantities (inclucing a shut-in ol or gas well as provided in Paragraph 14 hereofl, or a well
upon wnicn Lessee s then engaged in continuous drilling or reworking operations, or {2} the number of acres inciuded in a producing pooied unit
pursuani tc Texas Natural Resources Code 52 151-52 154 or (3) such greater or lesser number of acres as may then be allocated for production
purposes o a proratien unit for each such progucing weil under the rules ana regulations of the Railroad Commission of Texas or any successor
agency or other governmental authority having junsdiction. If al any time after the effective date of the parial termination provisions hereof (he
applicaple fieid rules are changed or the well or wells located thereon are reclassified so 1that less acreage s thereafter allocated to saia well or wells for
production purposes. this lease shall thereupon terminate as (o all acreage not thereafter allocated to said well or wells for produclion purposes
Notwithstanding the termination of this lease as 1o a portion of the lands covered hereby Lessee shall nevertheless continue to have the nght of ingress
1o and egress from the lands still subject to this lease for all purposes described in Paragraph 1 hereof logether with easements and rights-of-way fof
exisling roads existing pipelines and other existing faciities on. over and across all the lanas described in Paragraph 1 nereof (‘the retained lands ). for
access 10 and from the retainea lands and for the gathenng cf transperiation of oil gas and otner minerais produced from the retained lands
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(8) HORIZONTAL. In the even! this lease is in force and effect twet2+yeers after the expiration gate of the primary o extendes tem 1 sha
i ==ar l@rminate as to 2ll depths below ‘00 fee! below the totai depth dnilec (hereinafter “ceeper dapths’) in each well located or acreage retaned in
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(C) IDENTIFICATION AND FILING. The surface atreage retained hereunder s to each well shall as nearly as practical be in the ‘orm of 2
sguare with the well locatec in the center thereof or such other shape as may be approved by the Commissioner of the Genera! Land Offce Within
thirty (30) days after partial termination of this lease as provided herein, Lessee shall execute and record a release or releases containing a satsfactory
legal description of the acreage and/or depths not retained hereunder The recorded release. or a certified copy of same. shail pe filed in the Geners!
Land Office. accompanied by the filing fee prescribed by the General Land Office rules in effect on the date the release s filed If Lessee ‘ais or refuses
to execute and record such release or releases within ninety (30) days after being requestea lo do so by the Generas: Land Office then the
Commussioner at his sole discretion may designale by written instrument the acreage andior cepths lo be released hereuncer 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 Genera! Lang Office and such
designation shall be binding upon Lessee for all purposes

17. OFFSET WELLS. Neither the bonus. delay rentals. nor royalties p21d. or lo be paid. unger this lease shail relieve Lessee of his obligation
to protect the oil and gas under the above-described land from being drained Lessee. sublesses. receiver or other agent in control of the leased
premises shall dril as many wells as the facts may justify and shall use appropriate means and drill to a depth necessary to prevent undue drainage of
oil and gas from the leased premises In addition if oil and/or gas shouid be produced in commerciai quantities within 1 000 feet of the leased premises
or in any case where the leased premises is being drained by production of oil ¢r gas. the Lessee. subiessee receiver or other agant in cantial of the
leased premises shall in good faith begin the drilling of a weil or wells upon the leased premises within 100 days after the graining well or wealils or the
well or wells completed within 1,000 feet of the leased premises start producing in commercial Quantities and shall prosecute such dnling with aligence
Failure to satisfy the statutory offset obligation may subject this lease and the owner of the soil's agency nights to forfeture Oniy upon the determination
of the Commussioner of the General Land Office and with his wnitter approval may the payment of compensatory royaily unger apphcatie statutory
parameters satisfy the obligation to drill an offset well or wells required under this paragraph

18. FORCE MAJEURE. If after a good faith effort. Lessee s prevented from complying with any express or imphied Sovenan: of this lease
from conducting drilling operations on the leased premises or from producing oil or gas from the leased premises by reason of war repellion ricts
strikes. acts of God, or any valid order, rule or regulation of government authorty. then while so oreventec. Lessees obiigation 1c comply with sucn
covenant shall be suspended and Lessee shall not be liable for damages for failure to comply with such covenants addittonally. this ‘ease snall ps
extended while Lessee Is prevented. by any such cause from conducting drilling and reworking operations or from producing oil 21 gas from tne leasac
premises. However nothing in this paragraph shall suspend the paymeni of delay rentals in arder to maintain this lease n effect during the prmany tar—
in the absence of such drilling or reworking operaticns cr preduction of oil or gas

19. WARRANTY CLAUSE. The owner of the sail warrants and agrees to gefend ttle (o tne leasea pramises If the owner of the 5o defauis
in payments owed on the leased premises. then Lessee may redeem the rights of the cwner of the sail in the leased premises by paying any mongage
taxes or other liens on the leased premises If Lessee makes payments on pehalf of the owner of the soil under this paragraph Lessee may recover the
cost of these payments from the rental and royalties due the owner of the sol

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of Lhe soil awns less than the entire undivided surface estate in tne atove
descriped land whether or not Lessee's interes! is specified herein. then the royalties and rental herein provided to be paid to the awner of the soil sha
be pad to him in the proportion which his interest bears to the entire undivided surface estate and (ne royaities and rentai herein provided 10 oe paud 1o
the Commissioner of the General Land Office of the State of Texas shall be lixewise proportionately reduced However pefore Lessee agjusis the
royalty or rental due to the Commissioner of the General Land Office. Lessee or his authonzed representative must submit to tha Commissioner of the
General Land Office a written statement which explains the discrepancy between the interest purponealy leased under this lesse and the actual interest
owned by the owner of the soil. The Commussioner of the General Land Office shall be paid the value of the whole production aliocabie to any undivicea
interest not covered by 3 lease. less the proportianate development and production cost allocable to such undivided interest However in no event sha
the Commissioner of the General Land Office receive as a royalty on the gross production ailocable to the undivided interest nat leased an amoun' less
than the value of one-sideenth (1/16) of such gross production

(B) REDUCTION OF PAYMENTS. If. during the primary term. a pertion cf the [and covered by this lease is inciuged within the boundaries
of a pooled unit that has been approved by the Scheol Land Board and the owner of the soil in accordance with Natural Resourcas Cooe Sectiens
52 151-52 154 or if at any time after the expiration of the primary term or Ine extended term. this lease covers a lesser number of acres than the tota
amounl described herein. payments that are made on a per acre basis hereunder shall be reduced according to the number of acras poolec released
surrendered. or otherwise severed, so thal payments determined on a per acre basis under the lerms of this lease during the pnmary term shail be
calculated based upon the number of acres outside the boundaries of a pooled unit or, f after the expiration of the primary tenm the numbe: of acres
aciually reiained and covered by this lease

21. USE OF WATER. Lessee shall have the nght to use water produced on said land necessary for operations under this lease except water
from wells or tanks of the owner of the soil proviged however Lessee shall nol use potable waler Or water sultapie for livestocx or (mgalion Curposes
for waterflood operations without the pnor consent of the cwner of the soil

22. AUTHORIZED DAMAGES. Lessee shail pay the owner of the soil for damages caused Dy Its cperations to all personal propeny
improvements. livestock and crops on said land

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

24, WELL LOCATION LIMIT. No well shall be drilied nearer than two hundred (200) feet to any house or bam now on said premises withou:
the written consent of the owner of the soil
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25. POLLUTION. In geveloping this area Lessee shall use the hignest degree of care and all proper safeguards to prevent pollution. Without
~ung the foregoing pollution of coastal wetiands, natural waterways, rvers and impounded water shall be prevented by the use of containment
‘aciiies sufficient 1o prevent spilage seepage or ground water contamination. In the event of pollution, Lessee shall use all means al its disposal lo
‘ecapture all escapea hydrocarbons or other pollutant and shall be responsible for all gamage 1o public and private properies Lessee shall build and
maintain fences around 1S slush. sump, and drainage pits and tank batlenes so as to protect livestock against loss, damage of injury, and upon
compietian or abandonment of any well or wells Lessee shall fill and level all slush pils and cellars and compietely clean up the drilling site of all rubbish
thereon Lessee shall, while conducting operations on the ieased premises, keep said prenmises free of all rubbish, cans, botties, paper cups of garbage,
ang upon completion of operations shall restore the surface of the land 10 as near i1s onginal condition and contouls as is practicable. Tanks and
equipment wil be kep! painted and presentable

26. REMOVAL OF EQUIPMENT. Subject to hmnations in this paragraph, Lessee shall have the nght to remove machinery and fixtures placed
Dy Lessee on the leased premisas, including the nght to draw and remove casing, within one hundred twenty (120) days after the expiration or the
termunation of this lease unless the owner of the soil grants Lessee an extension of this 120-day period However, Lessee may not remove casing from
any well capaole of producing oil and gas in paying quantiies Addtionally, Lessee may not draw and remove casing until after thirty (30) days written
notice to the Commussianer of the General Land Office and {o the owner of the soil. The owner of the soil shall become the owner of any machinery.
fixiures. or casing which are not tmely removed by Lessee under the terms of this paragraph

27. |A) ASSIGNMENTS. Under the conditions contained in this paragraph and Paragraph 29 of this lease the nghts and estates of eiher
party to this l2ase may be assigned In whole or in part, and the provisions of this lzase snall extend to and be binding upon their heirs. devisees, legal
representalives, successors and assigns However a change or division in ownership of the land, rentals, or royalties will not enlarge the obligations of
Lessee diminish the nghts pnvileges and estales of Lessee, impair the effectiveness of any payment made by Lessee or impair the effectiveness of any
act performed by Lessee And no change or division in ownership of the land. rentals, or royalties shall bind Lessee for any purpose until thirty (30) days
after the ownar of the sail (or his heirs devisees, legal representatives or assigns) furnishes the Lessee with satisfactory wniten evidence of the change
In ownership incluging the onginal recorded muniments of title (or a certified copy of such onginal) when the ownership changed because of a
conveyance A total or partial assignment of this lease shall, to the extent of the interest assigned, relieve and discharge Lessee of all subseguent
cthigatons under this lease If this lease is assigned in s entirely as to only pan of the acreage. the nght and option 1o pay rentals shall be apportioned
as between the several owners ratably. according to the area of each and failure by one or more of them ta pay his share of the rental shall not affect
this lease on the part of the land upon which pro rata rentals are timely paid or lendered. however, if the assignor or assignee does not file a cerufied
copy of such assignment in the General Land Office before the next rental paying date the entire lease shall terminate lor failure to pay the entire rental
due under Paragraph 3 Every assignee shall succeed 1o all nghts and be subject 10 all obligations, habilities, and penalties owed 1o the State by the
onginal lessee or any prior assignee of the lease, including any liabilities to the State for unpaid royalties

(B) ASSIGNMENT LIMITATION. Notwithstanding any provision in Paragraph 27(a) if the owner of the soil acquires lhus iease in whole or in
pan by assignment without the prior written approval of the Commissioner of the General Land Office this lease is void as of the time of assignment and
tne agency power of ihe owner may be forfeted by the Commussioner An assignment will be treated as if it were made to the owner of the soil ff the
assgnee is

(1) 3@ nomnee of the owner of the soil

(2} a corperation or subsidiary in which [he owner af the soil 18 a principal slockhoider or 15 an empioyee of such a corporalion of subsidiary,

(3) a pannersmip in which the owner of the soil is a panner or is an empioyee of such a pannership,

{4) a principal stockhoider or employee of the corporation which s the owner of the soil,

(51 a panner or employee in a parnership which s the owner of the soil

(8 a fiauciary for the owner of the soil. including but not hmited to a guardian. trustee. execulor, administrator. receiver, or conservator for the

owner cf ine soil or

(71 a famity member of the cwner of the soi or related to the owner of the soil by marmage, biood, or adeption

28. RELEASES. Unaer the conaitions contained in this paragraph and Paragraph 29, Lessee may at any time execule and deliver 1o the
owrier of the soll and placa of record a release or releases covenng any partion of portions of the leased premises. and thereby surrender this lease as
1o sucn portion of portions. and be relieved of all subsequent obligations as lo acreage surrendered If any part of this lease is properly surrendered the
delay rental gue under this lease shall be reduceo by the proportion that the surrendered acreage bears to the acreage which was covered by this lease
immediately pnor to such sufrender however, such rélease will nolt relieve Lessee of any liabililes which may have accrued under this lease pnor o the
surrenger of such acreage

29 FILING OF ASSIGNMENTS AND RELEASES, If all or any part of this lease is assigned or released such assignment or release must be
recorgded in the county where the iand is situated. and the recorded mstrument, or a copy of the recorded instrument centified by the County Clerk of the
county in which the instrument is recorded must be filed in the General Land Office within 90 days of the last execution date accompanied by the
prescribed filing fee If any such assignment 1s not so filed, the nghts acquired under this lease shall be subject to forfeiture at the option of the
Commussiones of the General Lana Office

30. DISCLOSURE CLAUSE. All provisions pernaining 1o the lease of the above-described land have been inciuded m this instrument
ncluging the statement of the true consideration to be pad for the execution of this lease and the nghts and dutizs of the parties Any coliateral
agreaments concerming the development of oil ana gas frem the leased premises which are not contained in this lease render this lease invahd

31. FIDUCIARY DUTY. The owner of the soil owes the State a fiduciary duty and must fully disclose any facts affecting the State’s interest in
the leased premises Wnen the interests of the owner of the soil confiict with those of the State, the owner of the soil is obligated to pul the Stale's
Interests before his persanal interests

32. FORFEITURE. If Lessee shall fail or refuse to make the payment of any sum within thirty days after it becomes due, or f Lessee or an
suthorized agent should knowingly make any faise return or faise report concerning production or dnlling. or if Lessee shall fail or refuse to dnil any
ofiset well or welis In good faih as required by law and the rules ana reguiations adopled by the Commussioner of the General Land Office. or if Lessee
should fad to file reports in the manner required by law or fail to comply with rules and regulations promulgated by the General Lana Office, the School
Land Board, or the Railroad Commussion or if Lessee should refuse the proper authority access to the records pertaining o operations, or if Lessee of
an authorized agent shouid knowingly fail or refuse to give correct information to the proper authonty, or knowingly fail or refuse to furnish the General
Land Office a cerrect log of any well, o if Lessee shall knowingly violate any of the material provisions of this lease. or if this lease is assigned and the
assignment 15 not filko in the General Land Office as required by law the nghls acquired under this lease shall be subject to forfelture by the
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Zz~missioner and he shall forfeit same when sufficiently informead of the facts which authorize a forfeiture. and when forfeited the area snall agan be
subect to lease under the terms of the Relinquishment Act However. nothing herein shall be construed as waiving the automatic temunation of this
ease by operation of law or by reason of any special limtation arising hereunder Forfetures may be set aside and this lease and all nghts thereunder
'e-rstated pefore the nghts of another intervene upon satisfactory evidence to the Commissioner of the General Land Office of future comptance war
the provisions of the law ang of this lease and the rules and regulations that may be adoptea relative heretc

33. LIEN. In accordance with Texas Natural Resources Code 52 136. the State shall have a first llien upon all oil and gas proouced from the
area covered by this lease to secure payment of all unpaid royalty and other sums of money thal may become due under this lease. By acceptance of
this lease Lessee grants the State. in addilion to the lien provided by Texas Natural Resources Code 52 138 and any other applicabie 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 1o
Lessee from the sale of such leased minerais. whether such proceeds are heid by Lessee or by a thid party and all fixtures on and /mprovements 1o the
leased premises used in connection with the production or pracessing of such leased minerals in order 10 secure the paymen of all royaities 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 fareclosed with or without court croceedings ir
the manner provided in the Titie 1, Chap & of the Texas Business and Commerce Code Lessee agrees thal the Commissioner may require Lessee ic
execule and record such instruments as may be reasonably necessary to acknowledge. attach or perfect this lien Lessee nerety reoresents that there
are no prior or superior liens ansing from and relating to Lessee s activities upon the abave-gescribec propeny or from Lessee s acguistion of 1n's lease
Should the Commissioner at any time determine that this representation is not true. then the Commissioner may declare this lease forfaned as orovides
heremn

34. POOLING. Lessee is hereby granted the night 1o pocl or unitize the royalty interest of the owner of the sail under this lease witr any othe*
leasehold or mineral interest for the explcration development and production of oil or gas or either of them upon the same tamms 2s sna'l be approvec
by the Scheol Land Board and the Commissioner of the General Land Office for the pocling or unitizing of the interest of the State unger this lease
pursuant to Texas Natural Resources Code 52 151-52 154 The owner of the soil agrees that the inclusion of this provisian in this iease salsfies the
execulion requirements stated in Texas Natural Resources Code 52 152

35. INDEMNITY. Lessee hereby releases ang discharges the State of Texas and the cwner ¢f the soil therr officers empicvess partners
agents contractors subcontractors. guests. invitees, and thew respective successors and assigns of and from all and any actions 2nd causes of actc”
of every nature, or other harm including environmental harm. for which recavery of damages s sought inciuding. but not imred to 2! '2sses arc
expenses which are caused by the activities of Lessee its officers. employees and agents ansing cut of incigental to. or resuming rom the operarons
of or for Lessee on the leased premises hereunder. or that may arise out of or be occasioned by Lessee s breach of any of the temms or pravisians of 1ns
Agreemenl, of by any other negligent or strictly liable act or omission of Lessee Further, Lessee hereby agrees (o be liable for exonerate ingemnfy
defend ana hoid harmiess the Slate of Texas and the owner of the soil ther officers employees ang agents heir SUCCASSOS o7 aSSigRs agams! a~y
and all claims. liabilities. losses. damages actions. persanal injury (including death). costs and expenses of other harm for which recovey of 2amagas
i1s sought. under any theory including tort. contract. or strict liabilty including attorneys fees anc other 'egal expenses nziuging those "ea'ed '
environmental hazards, on the leased premises of in any way related 1o Lessee s failure to comply with any ang al! envirormenial laws '"ose 3"s -3
from or in any way related to Lessee's operations or any other of Lessee s activites on the leased premises those ansing fom Lessee s use 3 2
surface of the leased premises and those thal may anse out of or be nccasioned by Lessee s breacn of any of the terms of provisians of this Agreemen:
or any other act or omission of Lessee #s directors officers employees pariners agenis. contractors subcontractors gues!s invitees and the:s
respective successors and assigns Each assignee of this Agreement. or an interes! therein agrees to be liable for. exonerate incemnify defend ang
noio harmiess the State of Texas and the owner of the soil their officers. employees and agents 17 {he same manner provided above 11 connection with
the activities of Lessee. its officers employees. and agents as described above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL COF
THE INDEMNITY OBLIGATIONS AND\CR LIABILITIES ASSUMED UNDER THE TERMS OF THIS AGREEMENT SHALL BE WITHOUT LIMITS AND
WITHOUT REGARD TO THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXISTING CONDITIONS), STRICT LIABILITY, OR THE
NEGLIGENCE OF ANY PARTY OR PARTIES (INCLUDING THE NEGLIGENCE OF THE INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE
BE SOLE. JOINT, CONCURRENT, ACTIVE, OR PASSIVE.

36. ENVIRONMENTAL HAZARDS. Lessee shall use the nignast degree of care and all reascnabie safeguards 10 prevent zontaminaton of
pollution of any environmental mediwm. inciuding soil. surface waters. groundwater. sediments and surface or subsurface sirata ambrent ar or any
otner environmental medium in on or under the leased premises by any waste pollutant or centaminant Lessee shal! not bring or perma te remain on
the leased premises any asbesios containing matenals explosives toxic materials or substances regulated as hazardous wastes nazarocus matensls
hazardous substances (as the term “Hazardous Substance’ is oefined in the Comprehensive Environmenta Response Comgpensation arz Lanidty Act
(CERCLA) 42 U.SC Sechions 9601 et seq ) or toxic substances under any federal state or loca! law or reguiation (*Hazardous Matenals | exceot
ordinary products commonly used in connection with ol ang gas expieration ang Jeveicpment operaticns and slored in the usual manner ard guartities
LESSEE'S VIOLATION OF THE FOREGOQING PROHIBITION SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND
LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST
ANY CLAIMS, DAMAGES, JUDGMENTS, PENALTIES. LIABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS' FEES AND COURT
COSTS) CAUSED BY OR ARISING OUT OF (1) A VIOLATION OF THE FOREGOING PROHIBITION OR (2) THE PRESENCE, RELEASE. OR
DISPOSAL OF ANY HAZARDOUS MATERIALS ON, UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OR
CONTROL OF THE LEASED PREMISES. LESSEE SHALL CLEAN UP, REMOVE, REMEDY AND REPAIR ANY SOIL OR GROUND WATER
CONTAMINATION AND DAMAGE CAUSED BY THE PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER, OR ABOUT
THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITH THE REQUIREMENTS OF
APPLICABLE LAW. THIS INDEMNIFICATION AND ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE
ACTIONS UNDERTAKEN PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IMMEDIATELY
GIVE THE STATE OF TEXAS AND THE OWNER OF THE SOIL WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS
PARAGRAPH, UPON LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS. OR UPON RECEIVING A NOTICE FROM ANY
GOVERNMENTAL AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBLIGATIONS
OF LESSEE HEREUNDER SHALL SURVIVE THE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON. OF THIS AGREEMENT

37. APPLICABLE LAW. This lease is issued under the provisions of Texas Natural Resources Code 52 171 through 52 150 commoniy
known as the Relinquishment Act. and other applicable statutes and amendmentis thereto. and if any provision in this iease does not conform to these
statutes, the statutes will prevail over any nonconforming lease provisions
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38. EXECLTION. This oil and gas lease must be signed and acknow ledged by the Lessee before it is filed of record in the county records and :".‘l
in e General L and Office of the State of Texas. Once the filing requirements found in Paragraph 39 of this lease have been satistied. the effective date
i s lease shall be the date found on Page ). .
. .
39, LEASE FILING. Pursuant 10 Chapter 9 ol the Texas Business and Commerce Code. this lease must be filed of record in the oflice of the :'.' .

County Clerk in any county in which all or any pan of the leased premises is located. and cenified copies thereof must be tiled in the General Land Otlice en
This lease is not eflfective until a centified copy of this lease (which is made and cenified by the County Clerk from his records) is filed in the General
Land Office in uccordance with Texas Natural Resources Code 52183, Additionally. this lease shall not be binding upon the State unless it recites the
aciuil and true constderution paid or promused for execution of this lease,  The bonus due the State and the preseribed filing tee shall accompany such
certified copy o the General Land Otfice

-
sene

40. DELAY RENTALS, Notwithstanding unything comained in Paragraph Number 3. herein. the deluy rentel called for in said Parugraph
Number 3., being $1.00 per ucre per year, 15 being prepaid as pan of the bonus consideration. und no additional money as delay rental is due 1o the State of
Fexis or 1o the owners of the soil Lor this lease 1o be maintained until the end of the Primany Term hereof. This is a Pad Up Oil and Gas Lease.

LESSEE
By Jﬁ%—ﬁ
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W WL OUATMAN RI -F GEORGE. President of REED-
- GEORGE LAND & MINERALS. LTD
path: A3 -/u DATE: L ERT)

SEALL UF TENAS STATE OF TEXAS (
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BY Cobd i Lofe B s B8 ot BY: "Z(/“MM/%QLM; 1

- e L AT XA O
CARCEYN CLARK OATMAN. Trustee for CAROLYN WARREN MALCOLM CLARK. Trustee for
CARULYN C. UATMAN TRUST WARREN MALCOLM CLAKK TRUST
DAl 5-]3-10 B DATE: 9.2 I .
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STATEOF _ T %aS IDERESRMMEN ACKNOWLEDGMENT)
countyor Ludgoerc

BEFORE ME. the undersigned authonity, on this day personally appeared vE F $Te o™ i
known to me to be the person whose name is subscribed to the foregoing instruments &
@ and acknowledged o me that he
executed the same for the purposes and consideration therein expressed, Mt TEENETRIIN]. el tai bt atutok SoLEecT

seaj of g 191he/7"dayof A’{A’;{ 20/90
AN
Aprit 10, 2014 Notary Public in and for

STATE OF TEXAS (CORPORATION ACKNOWLEDGMENT)
COUNTY OF BASTROP

BEFORE ME. the undersigned authority, on this day parsonally appeared Rita Reed Geroge
known to me to be the person whose name is subscribed to the foregoing instruments as Prasident
of Reed-Geroge Minerals, Lid and acknowiedged 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 carporation

i
o [3 aay of 7h°3'-+ 2010

7

o J\.-v- ’)’._a:‘ =

Notary Public in and for

STATE OF TEXAS (INDIVIDUAL ACKNOWLEDGMENT)

COUNTY OF BASTROP
BEFORE ME, the undersigned authority. on this gay personally appeared Watren Malcoim Clark, T f the Warren Maicolm Clark Trust

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

e
Given under my hand and seal of office this the / 3 day of 7‘1(-‘;{‘ 202010

Do 7 2t -

el sl R

JEL TURNER GREEN
o 1Y COMMISSION EXPIRES
/ February 21, 2013 Notary Public in and for

W
g

STATE OF TEXAS {INDIVIDUAL ACKNOWLEDGMENT)

COUNTY OF TROP
BEFORE ME. the undersigned authority, on this day personally appeared W_W_Oatman_Individually and Carplyn Clark Oatman as Trustee

of th rol n Tr

known to me to be the persons whose names are subscnbed to the foregoing instrument. and acknowledged lo me that they execuled the same for the

purpeses and cor th P
¥
Given under my hand and seal of office this the / ! day of 7)]&}4— 2010
e ——— . ) A
4L TURNER GREEN ittt i o W o
My wHMISSION EXPIRES
Febrasy ™. 2013 Notary Public in and for

S | e Gp—
AXY PROVISION HEREIN WHICH RESTRICTS THE SUE, RETAL,
zmnrmasmmnmmﬁmtmmwm
FILE #1660 mmasmmmwwm;mm

FILED FOR RECORD ON THE 21ST DAY oF MAY A.D. 201011:03 AmM.
DULY RECORDED ON THE 25TH DAY OF MAY A.D. 2010 9:00 A u.
BY: ,DEPUTY DIANNE O. FLOREZ, COUNTY CLERK

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

The above and foregoing is a full, true and correct photographic copy of the
original record now in my lawful custody and possession, as the same is

filed/recorded_in the publig_records of my office, found in VOL843

II’AGE gﬁgfmnsu g7r5 . FFICIAIL PUBLIC
RECORDS

I hereby certifiedon ___ 9 /27 /2010

IANNE 0.

; S C

FLOREZ, COUNTY CLERK

4
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TEXAS GENERAL LAND OFFICE

JERRY PATTERSON, COMMISSIONER

July 27, 2010

Diane Davis

Celero Energy I, LP

301 Commerce St, Suite 2100
Fort Worth, TX 76102

Re:  Relinquishment Act Lease dated April 15, 2010- MF-111083
SE/4 Sec 6, Blk 54, T-5, T&PRR Co Survey, Reeves Co TX
W. W. Oatman, et al, as Agents for the State of TX, Lessor

Dear Ms. Davis:

The certified copy of the Relinquishment Act lease covering the above referenced tract with Steve
F. Armstrong as Lessee has been approved and filed in our records under Mineral File number MF-
111083. Please refer to this number when making payments to the State and in all future
correspondence concerning the lease. Failure to include the mineral file number may delay
processing of any payments towards the lease.

Your remittance of $18,000.00 has been applied to the State’s portion of the cash bonus and your
remittance of $125.00 has been applied to the processing fee ($100.00) and to the filing fee
($25.00). Please let me know if you have any questions.

Sincerely yours,

~
A 24

Drew Reid

Minerals Leasing

Energy Resources

(512) 475-1534

drew.reid@glo.state.tx.us

xc: Steve F. Armstrong, PO Box 64370, Lubbock TX 79464

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

\\'\\’\\-’.lL'fltI.Stillt‘.[.\.\l.\
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Date Filed: 75%7;/ %
J Patierscen, Commissioner
By ‘ H'L




Oil and/or Gas Lease Financial Details Page 1 of 2

I'his application will soon be replaced by the new ALAMO application!

Parallel testing of the ALAMO application begins July 18.
Please assist us in testing by selecting the ALAMO icon in

your NAL window. If you do not see the icon in your NAl

window, please refresh it by hitting the (F5) key. For
further assistance, please contact TSC at 3-8877.

GLOBase Main Business Entity

| Energy Paper PSF Land Well Inventory
Menu Search

Search I Search | Search

Oil and/or Gas Lease Financial Details
Lease: MF111083

Related Business Entities | Related Counties | Related Leases/Units | Related PSF Land

Royalty Payment Breakdown

Gas Payment Total
$0.00

Oil Payment Total
$0.00

Royalty Payment Total
$0.00
View Royalty Payments

Non-0il/Gas Payment Total
$0.00
View Non-0il/Gas Payments
(source: thlOilPayment, thlGasPayment, and thINonOilGasPayment (ELMS))

Rental Payment Breakdown

Rental Payments
$0.00

View Rental Payments

Bonus Payments
$18,000.00

View Bonus Payments

Hard Minerals Rental/Bonus

Yayments

http://gloweb.glo.state.tx.us/energy/elms/globase/paper/LeaseFinancialDetail.cfm?Paperl... 8/28/2012
p//g g £) £ pag p



Oil and/or Gas Lease Financial Details

$0.00

View Hard Mineral Bonus/Rental
Payments

Other Payments
$0.00
View Other Payments

Rental/Bonus/Other Payment
Total
$18,000.00

View Rental/Bonus/Other Payments
(source: thITOSIRental (ELMS))

Royalty and Rental Payment Information

Payment Grand Total
$18,000.00

Page 2 of 2

http://gloweb.glo.state.tx.us/energy/elms/globase/paper/LeaseFinancial Detail.cfm?IPaperl...

For technieal support please contact the Technical Support Center at 463-8877
This page last updated on 4 November 2000

8/28/2012



Well Details Page 1 of 1

I'his application will soon be replaced by the new ALAMO application!

Parallel testing of the ALAMO application begins July 18.

Please ist us in testing by selecting the ALAMO icon in

your NAL window. If you do not see the icon in your NAI
window, please refresh it by hitting the (F5) key. Foi

further assistance, please contact TSC at 3-8877.

GLOBase Main | Business Entily | Energy Paper | PSF Land | Well Inventory
Menu Search Search Search Search
-
Well Details
RRC Number: o
RRC Well Number:

Related Business | Related | Related Related PSF | View
Entities Counties Leases/Units I Land Map

No Well Inventory Records Found.

For technical support please contact the Technical Support Center at 463-8877
This page last updated on 4 November 2000

http://gloweb.glo.state.tx.us/energy/elms/globase/ WellInventory/WellInventoryDetail.cfm?... 8/28/2012



File No. MEL//085

Annual Beu.ew) Kosulks

Date Filed: 09/a8/ 2012

Jerry E. Patterson. Commissioner

By A




