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Block

Block Name
Township
Section/Tract
Land Part

Part Description
Acres

Depth Below

Name

Lease Date
Primary Term
Bonus ($)
Rental ($)
Lease Royalty

Base File County
151871 REEVES

H& GNRYCO
2

Nw2

318.3

Depth Above Depth Orther
See Lease

ENERGEN RESOURCES CORP

11512011

3yrs

$0.00

$0.00

0.1250
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Transaction # 7107
Legsor- Toon, Steven Bates

Lassan: Energen Resources Corporation
LEASE DESCRIPTION

Gounty PIN#
REEVES 07-101469
TERMS OFFERED

Primary Termt 3 years
Bonus/Acrs: $1,500.00
Rental/Acre: $300.00
Royalty: 1/4

GOMPARISONS

MF & L8sses

MF106256 Forest Qil Corporation
p'i"'}."’ 9 f:}’_"g-'(’ 9w d

RAL REVIEW SHEET

Goologist: R. Widmayer
Laasa Date: 1/5/2011 e -
Gross Acres: 318.3
Net Acres: 53.05
BasaFileNo Part Sec. Block Twp Survey Abst#
151871 NW/2 6 2 00 H&GNRYCO 5793
TERMS RECOMMENDED
Primary Term 3 years
Bonug/Acrs $1,500.00
Rental/Acre $300.00
Royalty 1/4
Date Term Bonus/Ac.  Rental/Ac.  Royalty  Distance
1/5/2008 5 years $500.00 $1.00 | 1/4 Last Lease
11-24-10| [ 3%« | [#/300.00 | ¢£/-0D Yy 2.5 Miles East

Commentg: Rentals for 2nd year will be $300.00 paying up 3rd year.

Approved: 757 //;9 7//

Thursday, January 27, 2011
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RELINQUISHMENT ACT LEASE APPLICATION

Texas General Land Office Jerry Patterson, Commissioner

To: Jerry Patterson, Commissioner DATE:  27-Jan-11

Larry Laine, Chief Clerk
Bill Warnick, General Counsel
Louis Renaud, Deputy Commissioner

FROM: Robert Hatter, Director of Mineral Leasing
Tracey Throckmorton, Geoscience Manager

Applicant:  Energen Resources Corporation County: REEVES
Prim. Term: 3 years Bonus/Acre $1.500.00
Royalty: 1/4 Rental/Acre $300.00

Consideration /

Recommended: 77 Date: /'/97 £

Not Recommended:
Comments: Rentals for 2nd year will be $300.00 paying up 3rd year.

| Fease Form
Recommended: I/QH Date: Z/CJ/N

Not Recommended:

Comments:

o = e

Louis Renaud. Deputy Commissioner Date:
Recommended: (€ Ll

Not Recommended:

Bill Warnick, General Counsel DateZ+b01 )

Recommended: M

Not Recommended:

Larry Laine, ChiefClerk Date: L[[Vlll
Approved:

Not Approved:

on, Commis\_gi‘ ner Date: (22’{;“1‘[{20[/
: \-69../]. : Qﬁ_
pd:

7




FileNo. __\Z184

R AL lQ_euJewSLeeq

Date Filed: Lz [

Jerry E. Patterson, Commissioner
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ENERGEN RESOURCES CORPORATION

805 Richard Arrington Blvd North 1 1 7 O 7 O 6 2 Page1 of 1
Birmingham, Alabama 35203-2707
- Telephone (205) 326-2710
VENDOR NAME VENDOR NO. CHECK DATE CHECK NUMBER AMOUNT
STATE OF TEXAS 21640 Mar-01-2011 366111 $79,575.00
VOUCHER VENDOR INV # INV DATE TOTAL PRIOR PMTS NET
AMOUNT & DISCOUNTS AMOUNT
02-AP-9345 022811J 02/23/11 19,;575%008

LEASE BONUS
OVERNIGHT TO MIDLAND
TOTAL INVOICES PAID
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MFE 12/ 04 B

AETAAK QECADE NEDACITIMG

0.00 \( 79,575.00

4195 515500
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ENERGEN RESOURCES CORPORATION *

11707064

805 Richard Arrington Blvd North Page 1 of 1
_Birmingham, Alabama 35203-2707
Telephone (205) 326-2710
VENDOR NAME VENDOR NO CHECK DATE CHECK NUMBER AMOUNT
STATE OF TEXAS 21640 Mar-01-2011 366113 $39,787.50
VOUCHER VENDOR INV # INV DATE TOTAL PRIOR PMTS NET
AMOUNT & DISCOUNTS AMOUNT
02-AP-9355 022811N 0Z2/23/41 39,787.50 0.00 39,787.50

LEASE BONUS
OVERNIGHT TO MIDLAND
TOTAL INVOICES PAID

.
sceede
. .

seee
L]

L]
(XXX R L]
L] [ ]

AETAAL OCCADE NEOACITIRA

\I\ 39,787.50
1!

MF//Z/@CPB



ENERGEN RESOURCES CORPORATION

11707546

605 Richard Arrington Blvd North o Page 1 of 1
Birmingham, Alabama 35203-27
Telephone (205) 326-2710
VENDOR NAME VENDOR NO CHECK DATE CHECK NUMBER AMOUNT
STATE OF TEXAS 21640 Mar-08-2011 366882 $39,787.50
VOUCHER VENDOR INV # INV DATE TOTAL PRIOR PMTS NET
AMOUNT & DISCOUNTS AMOUNT
02-AP-12507 030311H 02/28/11 39,187.50 0.00 39, 787:.50
BONUS

OVERNIGHT TO MIDLAND - KEN GRAY
TOTAL INVOICES PAID

\L 39,787.50

MF 12184 C

METAAL DECADES REDACITIALD

Y



ENERGEN RESOURCES CORPORATION

605 Richard Arrington Bivd North 1 1 7 07 0 6 3 Page 1 of 1
Birmingham, Alabama 35203-2707
Telephone (205) 326-2710
VENDOR NAME VENDOR NO CHECK DATE CHECK NUMBER AMOUNT
STATE OF TEXAS 21640 Mar-01-2011 366112 $26,259.75
VOUCHER VENDOR INV # INV DATE TOTAL PRIOR PMTS NET
AMOUNT & DISCOUNTS AMOUNT
02-AP-9348 022811L 02/23/11 26,259, 03 0.00 26,;259.75
. LEASE BONUS

OVERNIGHT TO MIDLAND
TOTAL INVOICES PAID

MF /] 219¢ D

METAMW BECARE NEDACITIAM

\L 26,259.75
(2




ENERGEN RESM.;ORPORAHON ' ) | 1 ]_ 7075 0 2

605 Richard Arrington Page 1 of 1
Birmingham, Alabama 35203-2707
Telephone (205) 326-2710
VENDOR NAME VENDOR NO. CHECK DATE CHECK NUMBER AMOUNT
STATE OF TEXAS 21640 Mar-15-2011 367650 $19,893.75
VOUCHER VENDOR INV # INV DATE TOTAL PRIOR PMTS NET
AMOUNT & DISCOUNTS AMOUNT
03-AP-4733 03142011L 03741967 19,893.,75 0.00 19,893,175
BONUS

OVERNIGHT TO MIDLAND - ATTN: KEN GRAY
TOTAL INVOICES PAID

NETACH REENRE NEDNAQITIMG

\‘L\IB, 893.75

mF//Z/Q‘FE

R\




ENERGEN RESOURCES CORPORATION

; ; Page 1 of 1
605 Richard Arrington Bivd North
Birmingham, Alabama 35203-2707 1 1 7 O 7 O 6 6
Telephone (205) 326-2710
VENDOR NAME VENDOR NO CHECK DATE CHECK NUMBER AMOUNT
STATE OF TEXAS 21640 Mar-01-2011 366115 $19,893.75
VOUCHER VENDOR INV # INV DATE TOTAL PRIOR PMTS NET
_ AMOUNT & DISCOUNTS AMOUNT
02-AP-9368 0228118 02/23/11 19;893.75 0.00 19,883.75

LEASE BONUS
OVERNIGHT TO MIDLAND
TOTAL INVOICES PAID

LL AR
ane

\( 19,893.75
11

MWF 1Z184F

NETAMM REENARE NEDARITIMNG




ENERGEN RESOURCES CORPORATION

11707065

805 Richard Arrington Blvd North Page 1 of 1
Birmingham, Alabama 35203-2707
Telephone (205) 326-2710
- VENDOR NAME VENDOR NO. CHECK DATE CHECK NUMBER AMOUNT
STATE OF TEXAS 21640 Mar-01-2011 366114 $13,527.75
VOUCHER VENDOR INV # INV DATE TOTAL PRIOR PMTS NET
AMOUNT & DISCOUNTS AMOUNT
02-AP-9362 0228110Q 02/23/11 1.3; 52775 0.00 13,5275

LEASE BONUS
OVERNIGHT TO MIDLAND
TOTAL INVOICES PAID

-
LA L LA
i
.
asaers
. L

NETACH RFFNRFE NEPNRITING

\L 13520005
(¥

//\/]FHZ/MG
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March 8, 2011

State of Texas

i Commissioner of the General Land Office
sseene 1700 Congress Avenue
e Austin TX 78701.1495
_..'.-. Attention: Mr. Drew Reid
tveses Re:  NW/2 of Section 36, Block 2, H&GN RR Co. Survey
. Reeves County, Texas
:'.':. (Containing 318.3 acres, more or less)
Dear Drew:

Enclosed are multiple bonus checks from Energen Resources Corporation representing the
agreed upon bonus payment for your mineral interests in the above described property. The
checks, their respective amounts and net acres covered by payment are listed as follows:

Check # 366111 in the amount of $79,575.00 covering 106.1 net acres
Check # 366112 in the amount of $26,259.75 covering 35.013 net acres
Check # 366113 in the amount of $39,787.50 covering 53.05 net acres
Check # 366114 in the amount of $13,527.75 covering 18.037 net acres
Check # 366115 in the amount of $19,893.75 covering 26.525 net acres

Please indicate your receipt of the enclosed checks as the full amount due from Energen by
signing, dating, and returning one (1) copy of this letter in the envelope provided. Should you

have any questions or concerns, please do not hesitate to contact me at 432-349-7683.

Sincerely,

ez

Mason D. Shepard
Petroleum Landman

RECEIVED AND ACCEPTED THIS day of March, 2011.

STATE OF TEXAS, GENERAL LAND OFFICE

By:

Drew Reid

Energen Resources Corporation, an Energen Company 3300 North “A” Street Building 4, Suite 100, Midland, Texas 79705 (432) 687-1155
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March 16, 2011

State of Texas

Commissioner of the General Land Office
1700 N. Congress Avenue

Austin TX 78701

Attention: Mr. Drew Reid

Re: NW?2 of Section 36, Block 2, H&GN RR Co. Survey

Reeves County TX; 26.525net acres

Mineral Classified Lease
Dear Drew:
Enclosed please find Energen Resources Corporation’s check #367650, in the amount of
$19,893.75, representing the bonus payment due for your oil and gas interest in the above
referenced property.
Please indicate your receipt of the enclosed check as the full amount due from Energen by

signing, dating, and returning one (1) copy of this letter in the envelope provided. Should you
have any questions or concerns, please do not hesitate to contact me at 432-684-3698.

Sincerely,

S JL L

Robert (Bob) C. Heller
District Landman

RCH/mm
Enclosures

RECEIVED AND ACCEPTED THIS day of March, 2011.

STATE OF TEXAS - GENERAL LAND OFFICE

By:

Drew Reid

Energen Resources Corporation, an Energen Company 3300 North “A" Street Building 4, Suite 100, Midland, Texas 79705  (432) 687-1155
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March 16, 2011

State of Texas

Commissioner of the General Land Office
1700 Congress Avenue

Austin TX 78701.1495

Attention: Mr. Drew Reid

Subject: Lease Bonus:

NW/2 of Section 36, Block 2, H&GN RR Co. Survey

Reeves County, Texas

(Containing 318.3 acres, more or less)

Dear Mr. Drew Reid,

Enclosed please find Energen’s check #366882 in the amount of $39,787.50 for an Oil, Gas and Mineral
Lease in Reeves County, Texas covering 53.05 net acres.

Please acknowledge receipt of the enclosed check as the full amount due from Energen for the above by
signing, dating and returning one (1) copy of this letter. Should you have any questions or concerns,

please feel free to contact me at 432-349-7683.

Sincerely,

Mason D. Shepard

Petroleum Landman

RECEIVED AND ACCEPTED THIS day of March, 2011.

STATE OF TEXAS, GENERAL LAND OFFICE

By:

Drew Reid

Energen Resources Corporation, an Energen Company

3300 North A" Street Building 4. Suite 100, Midland, Texas 79705

(432) 687-1155
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April 1, 2011

Mr. Drew Reid

Texas General Land Office
P. 0. Box 12873

Austin TX 78711.2873

Re: Certified Copies of Mineral Classified Leases
Reeves County TX
Dear Mr. Reid:

Enclosed please find certified copies of the following two mineral classified leases described above:

Judith F. Patrick;

David Fouts;
Steven Bates Toon; and
William E. Fouts.

o s o

David Evans, Trustee of the David Evans Exempt Trust;

All of the above described leases cover property in the NW2 of Section 36, Block 2, H&GN RR Co. Survey

in Reeves County TX.

If there is anything further that must be done to complete this transaction, please contact me as soon as
possible at 432.684.3698 or bob.heller@energen.com.

Very truly yours,

S ]

Robert (Bob) C. Heller
District Landman

RCH/mm
Enclosures

Energen Resources Corporation, an Energen Company

3300 North “A" Street Building 4, Suite 100, Midland, Texas 79705

(432) 687-1155
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April 21, 2011

Mr. Drew Reid

Texas General Land Office
P.O. Box 12873

Austin TX 78711.2873

Re: Certified Copies of Mineral Classified Leases
Reeves County TX
Dear Mr. Reid: S
Enclosed please find certified copies of the following two mineral classified leases described above: ¢ et
L eee
L] . @
1. Dan Buchignani, covering SW4 of Section 38, Block 55, T5, Abstract 1968, T&P RR Co. Survey; .
2. Phillip W. Fouts, covering NW2 of Section 36, Block 2, H&GN RR Co. Survey; Sivesa
3. Bobby Joe Montgomery, covering SW4 N4 of Section 32, Block 54, T4; T&P RR Co. Survey; : o
4. Janice Marie Seay, covering SW4 N4 of Section 32, Block 54, T; T&P RR Co. Survey; and g trnes
5. Martha T. Cheadle, covering NW2 of Section 36, Block 2, H&GN RR Co. Survey.

All of the above described leases cover property in Reeves County TX.

If there is anything further that must be done to complete this transaction, please contact me as soon as
possible at 432.684.3698 or bob.heller@energen.com.

Very trulylyours,

Robert (Bob) C. Heller
District Landman

RCH/mm
Enclosures

Energen Resources Corporation, an Energen Company 3300 North “A” Street Building 4, Suite 100, Midland, Texas 79705  (432) 687-1155
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Date Filed:

Jerry E. Patterson, Commissioner

By &t



GENERAL LAND OFFICE

JERRY PATTERSON, COMMISSIONER

TEXAS

February 24, 2012

Mason Shepard
Energen Resources
3300 North A St.
Building 4, Suite 100
Midland, Texas 79705

Re:  State Lease MF 112184 Seven Relinquishment Act Leases described on Page 2 hereof
Covering 318.3 ac., NW/2, Sec. 36, Blk. 2 H&GN Survey,
Reeves County, TX

Dear Mr. Shepherd:

The certified copies of the Relinquishment Act leases covering the referenced tract have been approved and
filed in our records under Mineral File numbers as set out on Page 2. Please refer to these numbers when
making payments to the State and in all future correspondence concerning the leases. Failure to
include the mineral file numbers may delay processing of any payments towards the leases.

There are several contractual and statutory responsibilities for the Lessee which are material provisions of the
lease as outlined in the agreement such as Section 10(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 be submitted to the General Land Office as well. Examples are W-1, Application to Drill; W-
2, Oil Well Completion Report and Log; G-1, Gas Well Completion Report and Log; W-3, Plugging Report;
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.

Chapter 52 of the Texas Natural Resources Codes specifies that the surface owner's right to receive a portion
of the revenues generated by the lease shall be in lieu of all damages to the soil. Therefore, any payments
made for surface use or damages other than the authorized damages set out in the lease form must be shared

equally with the state.

Your remittances as set out on Page 2 have been applied to the State’s portion of the cash bonus. We are not
in receipt of the $100 processing fee or the $25 filing fee per lease, for a total of $275. Please send this as
soon as possible.

Sincerely yours, P

. WY

Drew Reid

Mineral Leasing, Energy Resources
(512) 475-1534
drew.reid@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.ne.us



Mason Shepard

February 24, 2012

Page 2

State Lease MF112184A

State Lease MF112184B

State Lease MF112184C

State Lease MF112184D

State Lease MF112184E

State Lease MF112184F

State Lease MF112184G

Lease dated 01/05/11 recorded Bk. 868, Pg. 546, Reeves Co.
David Evans Exempt Trust, agent for State of Texas, Lessor
Bonus received $79,575.00

Lease dated 01/05/11 recorded Bk. 868, Pg. 522, Reeves Co.
Steven Bates Toon, agent for State of Texas, Lessor,
Bonus received $39,787.50

Lease dated 01/05/11 recorded Bk. 872, Pg. 496, Reeves Co.
Martha T. Cheadle, agent for State of Texas, Lessor
Bonus received $39,787.50

Lease dated 01/05/11 recorded Bk. 868, Pg. 498, Reeves Co.
Judith F. Patrick, agent for State of Texas, Lessor
Bonus received $26,259.75

Lease dated 01/05/11 recorded Bk. 872, Pg. 466, Reeves Co.
Phillip W. Fouts, agent for State of Texas, Lessor
Bonus received $19,893.75

Lease dated 01/05/11 recorded Bk. 868, Pg. 534, Reeves Co.
David Fouts, agent for State of Texas, Lessor
Bonus received $19,893.75

Lease dated 01/05/11 recorded Bk. 868, Pg. 510, Reeves Co.
William E. Fouts, agent for State of Texas, Lessor
Bonus received $13,527.75



#ile No. U 2]

Fova | Lottec

Date Filed:__2/24 [ 12

Jerry E. Patterson, Commissioner

By (yl'f
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April 6, 2012

Mr. Drew Reid

Texas General Land Office
P. 0. Box 12873

Austin TX 78711.2873

.... :
.
.: Re: Unpaid Fiiing and Processing Fees — RAL Leases
LA E T T Y
L]
* Dear Drew:
noonoz
. -
PR, Enclosed please find Energen Resources Corporation’s checks #3700 and #3701, in the amounts

of $25.00 and $275.00, respectively. These checks cover the following fees owed to the State by
sses Energen:

1. State Lease MF 112183 - 525.00;
2. State Lease MF 112184A through MF 112184G - $275.00 which includes $25.00 per lease

and a processing fee of $100.00.

If there is anything further that must be done to complete this transaction, please contact me at
432.688.3328.

Very truly yours,

Matki Mﬁ#

Land Analyst

/mm
Enclosures

Energen Resources Corporation, an Energen Company 3300 North “A" Street Building 4, Suite 100, Midland, Texas 79705  (432) 687-1155
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Jerry E. Patterson, Commissioner

Date Filed:
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PAYMENT IS MADE UNDER INSTRUMENT DESCRIBED BELOW, PLEASE DEPOSIT AMOUNT OF CHECK TO THE CREDIT OF PARTYOR PARTIES NAMED
GN AND RETURN THIS RECEIPT ON THE DAY YOU RECEIVE IT.
THIS PAYMENT IS MADE IN A MANNER Tb CONFORM TO THE TERMS OF THE INSTRUMENT REFERRED TO WHEREIN YOU ARE NAMED DEPOSITORY.

WHEN SIGNED, PLEASE MAIL TO: RENTAL RECEIPT/ Wells Fargo -L d / U 4 5 9 4
-+ ENERGEN RESOURCE SHUT IN RECEIPT SEAEHECEM, 3
S CORPORATION Page 1 of 1
605 Richard Arrington Blvd North
. Birmingham, Alabama 35203-2707 DATE 12/02/2011 NO. 32829
jeane Telephone (205) 326-8139
. LEASE RECORDS ACCOUNT I RENTAL PERIOD
rease E COUNTY STATE RECORDED-BOOK PAGE DATE OF LEASE MONTHS FROM TO
4 REEVES TEXAS 868-546 01081 12 01/05/12 01/05/13
. -
b 7 P LEASE NUMBER ORIGINAL LESSOR IDENTIFICATION OR LEASE SERIAL NUMBER PAY EXACTLY
-:noi TX439006-06P |DAVID EVANS EX TRUST ST OF TX 15,915.00
w
RECEIVED ON 20
':. gﬁzg ;:E STATE OF TEXAS THE AMOUNT SHOWN ABOVE
- COMMISSIONER OF THE GENERAL LAND OFFICE
v 1700 NORTH CONGRESS AVENUE NAME OF BANK, CORPORATION OR INDIVIDUAL
STEPHEN F AUSTIN BUILDING i 5
AUSTIN, TX 78701-1495 o
RECEIPT IS HEREBY ACKNOWLEDGED OF THE AMOUNT STATED PAYEE WILL PLEASE DATE, SIGN AND RETURN THIS RECEIPT
WHICH IS IN FULL SETTLEMENT OF RENTAL/SHUT-IN DUE PARTY NEXT MAIL. OFFICERS SIGNING FOR CORPORATIONS WILL
NAMED COVERING OUR INTEREST IN OIL AND GAS PLEASE GIVE FULL NAME AND TITLE.
LEASE DESCRIBED HEREIN.
TO BE CREDITED TO RENTAL AMOUNT BANK

ENERGEN RESOURCES CO** DELAY RENTALS ** \

STATE OF TEXAS $15,915.00
COMMISSIONER OF THE GENERAL LAND OFFICE ,i
1700 NORTH CONGRESS AVENUE \
STEPHEN F AUSTIN BUILDING
AUSTIN, TEXAS 78701-1495

TRACT

52731

H&GN A-5793 2 36

i
oo
"

B EAQE NETAMH THIS PARTION RFENRF NFPNSITING THIS CHECK




. DATE, SIGN AND RETURN THIS RECEIPT ON THE YOU RECEIVE
o THIS 'PAYMENT IS MADE IN A MANNER Tb CONFORM TO THE TERMS OF THE INSTRUMENT REFERRED TO WHEREIN YOU ARE NAMED DEPOSITORY
| VIHEN SIGNED, PLEASE MAIL TO: RENTAL RECEIPT/ WeksFago
ENERGEN RESOURCES CORPORATION SHUT IN RECEIPT ' Page 1 of 1
605 Richard Arrington Bivd North
Birmingham, Alabama 35203-2707 DATE 12/02/2011 NO. 32829
vt Telephone (205) 326-8139
e e LEASE RECORDS ACCOUNT [ RENTAL PERIOD
i .‘.}.: COUNTY STATE RECORDED-BOOK PAGE DATE OF LEASE MONTHS FROM T0
¥ I
.“J‘ REEVES TEXAS 868-546 01/05/11 12 01/05/12 01/05/13
: .=: ::_ LEASE NUMBER ORIGINAL LESSOR IDENTIFICATION OR LEASE SERIAL NUMBER PAY EXACTLY
-'h" TX439006-06P |DAVID EVANS EX TRUST ST OF TX $15,915.00
P A TO T RECEIVED ON 20
! : q}ER 0:5 STATE OF TEXAS THE AMOUNT SHOWN ABOVE
o L4 COMMISSIONER OF THE GENERAL LAND OFFICE
cunens 1700 NORTH CONGRESS AVENUE
.% - STEPHEN F AUSTIN BUILDING NAME OF BANK, CORPORATION OR INDIVIDUAL
‘ AUSTIN, TX 78701-1495 -
RECEIPT IS HEREBY ACKNOWLEDGED OF THE AMOUNT STATED PAYEE WILL PLEASE DATE. SIGN AND RETURN THIS RECEIPT
VWHICH IS IN FULL SETTLEMENT OF RENTAL/SHUT-IN DUE PARTY BY NEXT MAIL OFFICERS SIGNING FOR CORPORATIONS WILL
NAMED COVERING OUR INTEREST IN OIL AND GAS PLEASE GIVE FULL NAME AND TITLE
LEASE DESCRIBED HEREIN
TO BE CREDITED TO RENTAL AMOUNT BANK
ENERGEN RESOURCES CO** DELAY RENTALS **
STATE OF TEXAS $15,915.00
COMMISSIONER OF THE GENERAL LAND OFFICE
1700 NORTH CONGRESS AVENUE
STEPHEN F AUSTIN BUILDING
AUSTIN, TEXAS 78701-1495
TRACT
52731
H&GN A-5793 2 36
PLEASE DETACH THIS PORTION BEFORE DEPOSITING THIS CHECK
“iNERGEN RESOURCES CORPORATION Wells Fargo 815 No 32829
05 Richard Arrington Bivd North BIRMINGHAM, ALABAMA 620
:.‘-.rrn:ngham, Alabama 35203-2707 DATE:
Telephone (205) 326-8139 102301
" LEASE RECORDS ACCOUNT [ RENTAL PERIOD
: — COUNTY STATE RECORDED-BOOK PAGE DATE OF LEASE MONTHS FROM TO
i REEVES TEXAS 868-546 01/05/11 12 01/05/12 01/05/13
__ LEASE NUMBER ORIGINAL LESSOR IDENTIFICATION OR LEASE SERIAL NUMBER PAY EXACTLY
TX439006-06P |[DAVID EVANS EX TRUST ST OF TX $15,915.00

PAYMENT IS MADE UNDER INSTRUMENT DESCRIBED BELOW PLEASE DEPOSIT AMOUNT OF CHECK TO THE CREDIT OF PARTY OR PARTIES NAMED

exact£915,915dols00cts

YA TOTHE  STATE OF TEXAS
COMMISSIONER OF THE GENERAL LAND OFFICE
1700 NORTH CONGRESS AVENUE
STEPHEN F AUSTIN BUILDING
AUSTIN, TX 78701-1495




- ENERG=N

RES OURCETES

December 8, 2011

State of Texas

Commissioner of the General Land Office
1700 North Congress Avenue

Stephen F Austin Building

Austin, TX 78701-1495

RE: Rental Payment

Please find enclosed the rental payments due under the terms of the oil and gas leases
identified below for the month of January, 2012.

Check No File No. Lessor Due Date
32825 TX439006-04P William E Fouts 01-05-12
32827 TX439006-05P Judith F Patrick 01-05-12
32829 TX439006-06P David Evans Exempt Trust 01-05-12
32831 TX439006-07P David Fouts 01-05-12
32833 TX439006-08P Steve Bates Toon 01-05-12
32835 TX439006-09P Phillip W Fouts 01-05-12
32837 TX439006-10P Martha T Cheadle 01-05-12

To confirm for our files that you have received the above mentioned payment(s) please
fill in the RECEIVED ON date of the check copy and return it to Energen Resources
Corporation in the enclosed return envelope.

Thank you for your consideration in this matter.

Yours truly,

Energen Resources Corporation

Billie E. Lopez, CPLTA
Lease Analyst IV

Energen Resources Corporation, an Energen Company 605 Richard Arrington, Jr. Boulevard North, Birmingham, AL 35203-2707 205.326.2710



Flle No. MENR LY ¢)
+ Aeazo A

Date Filed: O} ['m[,zau

Jerry E. Patterson. Commissioner

By __Af




WHEN SIGNED, PLEASE MAIL TO: RENTAL RECEIPT/ Wells Fargo I 2 7 O 6
BIRMINGHAM, ALAB
':"'x ENERGEN RESOURCES CORPORATION S ORI 4 5 9 age 1 of 1
3 605 Richard Arrington Bivd North
ssaene Birmingham, Alabama 35203-2707 DATE 12/02/2011 NO. 32833
afjRiie Telephone (205) 326-8139
b LEASE RECORDS ACCOUNT I RENTAL PERIOD
il S A COUNTY STATE RECORDED-BOOK PAGE DATE OF LEASE MONTHS FROM TO
L] (]
+REEVES TEXAS 868-522 01/05/11 12 01/05/12 01/05/13
esnbes
i b LEASE NUMBER ORIGINAL LESSOR IDENTIFICATION OR LEASE SERIAL NUMBER PAY EXACTLY
«"Fh ¢ TX439006-08P |[STEVE BATES TOON ST OF TX J/W.QST.SO
L] L
\
.
it hhe RECEIVED ON 20
e Eding STATE OF TEXAS THE AMOUNT SHOWN ABOVE

PAYMENT IS MADE UNDER INSTRUMENT DESCRIBED BELOW, PLEASE DEPOSIT AMOUNT OF CHECK TO THE CREDIT OF PARTYOR PARTIES NAMED
DATE, SIGN AND RETURN THIS RECEIPT ON THE DAY YOU RECEIVE IT.
THIS PAYMENT IS MADE IN A MANNER TO CONFORM TO THE TERMS OF THE INSTRUMENT REFERRED TO WHEREIN YOU ARE NAMED DEPOSITORY

it COMMISSIONER OF THE GENERAL LAND OFFICE
1700 NORTH CONGRESS AVENUE
STEPHEN F AUSTIN BUILDING

NAME OF BANK, CORPORATION OR INDIVIDUAL

AUSTIN, TX 78701-1495 -

RECEIPT IS HEREBY ACKNO\MEDGED OF THE AMOUNT STATED PAYEE WILL PLEASE DATE, SIGN AND RETURN THIS RECEIPT
WHICH IS IN FULL SETTLEMENT OF RENTAL/SHUT-IN DUE PAR BY NEXT MAIL._ OFFICERS SIGNING FOR CORPORATIONS WILL
NAMED COVERING QUR INTEREST IN OIL AND GAS PLEASE GIVE FULL NAME AND TITLE.
LEASE DESCRIBED HEREIN

TO BE CREDITED TO RENTAL AMOUNT BANK \

ENERGEN RESOURCES CO** DELAY RENTALS ** (‘b)

STATE OF TEXAS $7,957.50 \

COMMISSIONER OF THE GENERAL LAND OFFICE
1700 NORTH CONGRESS AVENUE
STEPHEN F AUSTIN BUILDING
AUSTIN, TEXAS 78701-1495
TRACT
52731

H&GN A-5793 2 36 %
i

PI FAGFE NETACH THIS PORTION BEFORE DEPOSITING THIS CHECK



PAYMENT IS MADE UNDER INSTRUMENT UESCRIBEB BELOW PLEASE DEPOSIT AMUUNT OF CHECK TO THE CREDIT OF PARTY OR PARTIES NAMED

o DATE, SIGN AND RETURN THIS RECEIPT ON TH

Y YOU RECEI

THIS PAYMENT IS MADE IN A MANNER TO CONFORM TO THE TERMS OF THE INSTRUMENT REFERRED TO WHEREIN YOU ARE NAMED DEPOSITORY

“VHEN SIGNED, PLEASE MAIL TO:

RENTAL RECEIPT/
SHUT IN RECEIPT

Wells Fargo
BIRMINGHAM, ALABAMA

v 55‘. ENERGEN RESOURCES CORPORATION Page 1 of 1
1 605 Richard Arrington Blvd North
LA Birmingham, Alabama 35203-2707 DATE 12/02/2011 NO. 32833
o e Telephone (205) 326-8139
! LEASE RECORDS ACCOUNT | RENTAL PERIOD
. .d:-: .  COUNTY STATE RECORDED-BOOK PAGE DATE OF LEASE MONTHS FROM TO
gc iy REEVES TEXAS 868-522 01/05/11 12 o01/05/12 01/05/13
- - . o . r
w. L _'_ LEASE NUMBER ORIGINAL LESSOR IDENTIFICATION OR LEASE SERIAL NUMBER PAY EXACTLY
B
i T TX439006-08P |STEVE BATES TOON ST OF TX $7,957.50
e
|
| (S
seume RECEIVED ON 20
i il STATE OF TEXAS THE AMOUNT SHOWN ABOVE

| ORDER OF

COMMISSIONER OF THE GENERAL LAND OFFICE
{ 1700 NORTH CONGRESS AVENUE

! STEPHEN F AUSTIN BUILDING

! AUSTIN, TX 78701-1495

NAME OF BANK, CORPORATION OR INDIVIDUAL

BY

RECEIPT IS HEREBY ACKNOWLEDGED OF THE AMOUNT STATED
WHICH IS IN FULL SETTLEMENT OF RENTAUSHUT IN DUE PARTY
HAMED COVERING OUR INTEREST IN OIL AND GAS

LEASE DESCRIBED HEREIN.

PAYEE WILL PLEASE DATE, SIGN AND RETURN THIS RECEIPT
BY NEXT MAIL._ OFFICERS SIGNlNG FOR CORPORATIONS WILL
PLEASE GIVE FULL NAME AND TIT!

TO BE CREDITED TO RENTAL AMOUNT BANK
ENERGEN RESOURCES CO** DELAY RENTALS **
) STATE OF TEXAS $7,957.50
COMMISSIONER OF THE GENERAL LAND OFFICE
1700 NORTH CONGRESS AVENUE
STEPHEN F AUSTIN BUILDING
AUSTIN, TEXAS 78701-1495
TRACT
52731
H&GN A-5793 2 36
PLEASE DETACH THIS PORTION BEFORE DEPOSITING THIS CHECK
ZNERGEN RESOURCES CORPORATION Wells Fargo O No 32833
505 Richard Arrington Blvd North BIRMINGHAM, ALABAMA
Uirmningham, Alabama 35203-2707 DATE:  12/02/2011
Taiephone (205) 326-8139 0
. LEASE RECORDS ACCOUNT [ RENTAL PERIOD
| o COUNTY STATE RECORDED-BOOK PAGE DATE OF LEASE MONTHS FROM TO
l }_QEEVES TEXAS 868-522 01/05/11 12 01/05/12 01/05/13
| LEASE NUMBER ORIGINAL LESSOR IDENTIFICATION OR LEASE SERIAL NUMBER PAY EXACTLY
TX439006-08P |STEVE BATES TOON ST OF TX $7,957.50

exacr B 7,997d0ls50cts

STATE OF TEXAS

COMMISSIONER OF THE GENERAL LAND OFFICE
1700 NORTH CONGRESS AVENUE

STEPHEN F AUSTIN BUILDING

AUSTIN, TX 78701-1495

FAY TO THE
IRDER OF




- ENERGEN

RESOUREES

-

December 8, 2011

State of Texas

Commissioner of the General Land Office
1700 North Congress Avenue

Stephen F Austin Building

Austin, TX 78701-1495

RE: Rental Payment

Please find enclosed the rental payments due under the terms of the oil and gas leases
identified below for the month of January, 2012.

Check No File No. Lessor Due Date
32825 TX439006-04P William E Fouts 01-05-12
32827 TX439006-05P Judith F Patrick 01-05-12
32829 TX439006-06P David Evans Exempt Trust 01-05-12
32831 TX439006-07P David Fouts 01-05-12
32833 TX439006-08P Steve Bates Toon 01-05-12
32835 TX439006-09P Phillip W Fouts 01-05-12
32837 TX439006-10P Martha T Cheadle 01-05-12

To confirm for our files that you have received the above mentioned payment(s) please
fill in the RECEIVED ON date of the check copy and return it to Energen Resources
Corporation in the enclosed return envelope.

Thank you for your consideration in this matter.

Yours truly,

Energen Resources Corporation

Billie E. Lopez, CPLTA
Lease Analyst IV

Energen Resources Corporation, an Energen Company 605 Richard Arrington, Jr. Boulevard North, Birmingham, AL 35203-2707 205.326.2710



b PAYMENT 'S MADE UNDER INSTRUMENT DESCRIBED BELOW, PLEASE DEPOSIT AMOUNT OF CHECK TO THE CREDIT OF PARTYOR PARTIES NAMED
SIGN AND RETURN THIS RECEIPT ON THE DAY YOU RECEIVE IT.
THIS PAYMENT IS MADE IN A MANNER Tb CONFORM TO THE TERMS OF THE INSTRUMENT REFERRED TO WHEREIN YOU ARE NAMED DEPOSITORY.

. WHEN SIGNED, PLEASE MAIL TO: RENTAL RECEIPT/ g%'.'&.ﬁé'ﬂxm AlAl
3 ENERGEN RESOURCES CORPORATION SHUT IN RECEIPT T'? 7 O 4 5 9 8 Page1 of 1
605 Richard Arrington Blvd North
cspoe’ Birmingham, Alabama 35203-2707 DATE 12/02/2011 32837
. Telephone (205) 326-8139
ol . LEASE RECORDS ACCOUNT [ RENTAL PERIOD
- e
. v COUNTY STATE RECORDED-BOOK PAGE DATE OF LEASE MONTHS FROM TO
°
e | e« REEVES TEXAS 872-496 01 /0540 1201 £06/ A2 0T A0S 1S
™ L
=l LEASE NUMBER ORIGINAL LESSOR IDENTIFICATION OR LEASE SERIAL NUMBER PAY EXACTLY
-
*°*TX439006-10R |MARTHA T CHEADLE ST OF TX ﬂ]F //3 /5’40 _] 7,957.50
L
o aat RECEIVED ON 2
® oﬁg;g ;:E STATE OF TEXAS THE AMOUNT SHOWN ABOVE
esssee COMMISSIONER OF THE GENERAL LAND OFFICE
e 1700 NORTH CONGRESS AVENUE
STEPHEN F AUST[N BUlLDING NAME OF BANK, CORPORATION OR INDIVIDUAL
AUSTIN, TX 78701-1495 "
RECEIPT IS HEREBY ACKNOWLEDGED OF THE AMOUNT STATED PAYEE WILL PLEASE DATE, SIGN AND RETURN THIS RECEIPT
WHICH IS IN FULL SETTLEMENT OF RENTAL/SHUT-IN DUE PARTY BY NEXT MAIL. OFFICERS SIGNING FOR CORPORATIONS WILL
NAMED COVERING OUR INTEREST IN OIL AND GAS PLEASE GIVE FULL NAME AND T
LEASE DESCRIBED HEREIN.
TO BE CREDITED TO RENTAL AMOUNT BANK
ENERGEN RESQURCES CO** DELAY RENTALS ** \
STATE OF TEXAS $7,957.50
COMMISSIONER OF THE GENERAL LAND OFFICE (%
1700 NORTH CONGRESS AVENUE \
STEPHEN F AUSTIN BUILDING
AUSTIN, TEXAS 78701-1495
TRACT
52731
H&GN A-57193 2 36

PLEASE DETACH THIS PORTION BEFORE DEPOSITING THIS CHECK



PAYMENT IS MADE UNDER INSTRUMENT DESCRIBED BELOW, PI..EASE DEPOSIT AMOUNT OF CHECK TO THE CREDIT OF PARTY OR PARTIES NAMED

TE, SIGN AND RETURN THIS RECEIPT ON THE DAY YOU RECEI
' S THIS PAYMENT IS MADE IN A MANNER TO CONFORM TO THE TERMS OF THE INSTRUMENT REFERRED TO WHEREIN YOU ARE NAMED DEPOSITORY
' V/HEN SIGNED, PLEASE MAIL TO: RENTAL RECEIPT/ ;"I;';IISEWH:M KRR
| ENERGEN RESOURCES CORPORATION SHUT INRECEIPY ' Page 1 of 1
i 605 Richard Arrington Blvd North

inkae Birmingham, Alabama 35203-2707 DATE 12/02/2011 NO. 32837
. Telephone (205) 326-8139

.....2. LEASE RECORDS ACCOUNT [ SRR PRI
LA L L COUNTY STATE RECORDED-BOOK PAGE DATE OF LEASE MONTHS FROM TO

4!

, *;, REEVES TEXAS 872-496 01/05/11 12 01/05/12 01/05/13
1 "- LEASE NUMBER ORIGINAL LESSOR IDENTIFICATION OR LEASE SERIAL NUMBER PAY EXACTLY
=ﬁ * TX439006-10R |MARTHA T CHEADLE ST OF TX $7,957.50

L]
.‘.
¥ RECEIVED ON 20
i q‘:? ;RO ;’:E STATE OF TEXAS THE AMOUNT SHOWN ABOVE

eshein COMMISSIONER OF THE GENERAL LAND OFFICE

" . 1700 NORTH CONGRESS AVENUE

| STEPHEN F AUSTIN BUILDING
J AUSTIN, TX 78701-1495

|

NAME OF BANK, CORPORATION OR INDIVIDUAL

BY

RECEIPT IS HEREBY ACKNOWLEDGED OF THE AMOUNT STATED
MHICH IS IN FUl.L SETTLEMENT OF RENTAL/SHUT-IN DUE PARTY

1AIED COVERING OUR INTEREST IN OIL AND GAS

LEASE DESCRIBED HEREIN

PAYEE WILL PLEASE DATE, SIGN AND RETURN THIS RECEIPT
BY NEXT MAIL OFFICERS SIGNING FOR CORPORATIONS WILL
PLEASE GIVE FULL NAME AND TITLE

TO BE CREDITED TO RENTAL AMOUNT BANK
ENERGEN RESOURCES CO** DELAY RENTALS **
Ay STATE OF TEXAS §7,957.50
' COMMISSIONER OF THE GENERAL LAND OFFICE
1700 NORTH CONGRESS AVENUE
STEPHEN F AUSTIN BUILDING
AUSTIN, TEXAS 78701-1495
TRACT
52731
H&GN A-5793 2 36
‘ PLEASE DETACH THIS PORTION BEFORE DEPOSITING THIS CHECK
£NERGEN RESOURCES CORPORATION Wells Fargo S Mo 32837
%05 Richard Arrington Blvd North BIRMINGHAM, ALABAMA 62
=i.sm1ngham. Alabama 35203-2707 DATE:
T 2lephone (205) 326-8139 12/02/2011
o LEASE RECORDS ACCOUNT | RENTAL PERIOD
o COUNTY STATE RECORDED-BOOK PAGE DATE OF LEASE MONTHS FROM TO
| ”REEVES TEXAS 872-496 01/05/11 12 01/05/12 01/05/13
|L' 17 LEASE NUMBER ORIGINAL LESSOR IDENTIFICATION OR LEASE SERIAL NUMBER PAY EXACTLY
TX439006-10R [MARTHA T CHEADLE ST OF TX $7,957.50

exacvEd 7,957dols50cts

STATE OF TEXAS

COMMISSIONER OF THE GENERAL LAND OFFICE
1700 NORTH CONGRESS AVENUE

STEPHEN F AUSTIN BUILDING

AUSTIN, TX 78701-1495

*TO THE
OR0ER OF




| ENERGEN

RES O URCTES

December 8, 2011

State of Texas

Commissioner of the General Land Office
1700 North Congress Avenue

Stephen F Austin Building

Austin, TX 78701-1495

RE: Rental Payment

Please find enclosed the rental payments due under the terms of the oil and gas leases
identified below for the month of January, 2012.

Check No File No. Lessor Due Date
32825 TX439006-04P William E Fouts 01-05-12
32827 TX439006-05P Judith F Patrick 01-05-12
32829 TX439006-06P David Evans Exempt Trust 01-05-12
32831 TX439006-07P David Fouts 01-05-12
32833 TX439006-08P Steve Bates Toon 01-05-12
32835 TX439006-09P Phillip W Fouts 01-05-12
32837 TX439006-10P Martha T Cheadle 01-05-12

To confirm for our files that you have received the above mentioned payment(s) please
fill in the RECEIVED ON date of the check copy and return it to Energen Resources
Corporation in the enclosed return envelope.

Thank you for your consideration in this matter.

Yours truly,

Energen Resources Corporation

Billie E. Lopez, CPLTA
Lease Analyst IV

Energen Resources Corporation, an Energen Company 605 Richard Arrington, Jr. Boulevard North, Birmingham, AL 35203-2707 205 326.2710



PAYMENT lS MADE UNDER INS‘IRUMENT DESCRIBED BELOW, PLEASE DEPOSIT AMOUNT OF CHECK TO THE CREDIT OF PARTYOR PARTIES NAMED
DATE, SIGN AND RETURN THIS RECEIPT ON THE DAY YOU RECEIVE IT.
THIS PAYMI:NT 1S MHDE IN A MANNER TO CONFORM TO THE TERMS OF THE INSTRUMENT REFERRED TO WHEREIN YOU ARE NAMED DEPOSITORY

WHEN SIGNED, PLEASE MAIL TO: RENTAL RECEIPT/ ;;Il:.:i:;;'::M Ml“@ 7 O
. . ENERGEN RESOURCES CORPORATION SHUT IN RECEIPT 4 5 9 3 Page 1 of 1
T 605 Richard Arrington Blvd North
s Birmingham, Alabama 35203-2707 DATE 12/02/2011 NO. 32827
sedere Telephone (205) 326-8139
A LEASE RECORDS ACCOUNT [ RENTAL PERIOD
3 il COUNTY STATE RECORDED-BOOK PAGE DATE OF LEASE  MONTHS FROM T0
‘O:k!G.REEVES TEXAS 868-498 01/65/11 12 01/£05/12 01/05/13
L]
211" LEASE NUMBER ORIGINAL LESSOR IDENTIFICATION OR LEASE SERIAL NUMBER PAY EXACTLY
]| , TX439006-05P |JUDITH F PATRICK ST OF TX 251.95
L] L B ]
20
sgp¥ioTE  STATE OF TEXAS THE AHOUNT SHOVIN ABOVE
COMMISSIONER OF THE GENERAL LAND OFFICE
1700 NORTH CONGRESS AVENUE =
STEPHEN F AUSTIN BUILDING NAME OF BANK, CORPORATION OR INDIVIDUAL
AUSTIN, TX 78701-1495 -

RECEIPT IS HEREBY ACKNO‘M.EDGED OF THE AMOUNT STATED
WHICH IS IN FULL SETTLEM RENTAL/SHUT-IN DUE PARTY
NAMED COVERING OUR INTEREST IN QIL AND GAS
LEASE DESCRIBED HEREIN

PAYEE WILL PLEASE DATE, SIGN AND RETURN THIS RECEIPT
BY NEXT MAIL._ OFFICERS SIGNING FOR CORPORATIONS WILL
PLEASE GIVE FULL NAME AND TITLE.

TO BE CREDITED TO

RENTAL AMOUNT BANK

ENERGEN RESOURCES CO** DELAY RENTALS **
STATE OF TEXAS
COMMISSIONER OF THE GENERAL LAND OFFICE
1700 NORTH CONGRESS AVENUE
STEPHEN F AUSTIN BUILDING
AUSTIN, TEXAS 78701-1495
TRACT
52731
H&GN

A-5793 2 36

$5,251.95

\
\

PLEASE DETACH THIS PORTION BEFORE DEPOSITING THIS CHECK



“WAEN SIGNED, PLEASE MAIL TO:

PAYMENT IS MADE UNDER INSTRUMENT DESCRIBED BELOW, PLEASE DEPOSIT AMOUNT OF CHECK TO THE CREDIT OF PARTY OR PARTIES NAMED

g DATE, SIGN AND RETURN THIS RECEIPT ON THE DAY YOU RECEIVE IT.
THIS PAYMENT IS M}sDE IN AMANNER TO CONFORM TO THE TERMS OF THE INSTRUMENT REFERRED TO WHEREIN YOU ARE NAMED DEPOSITORY

RENTAL RECEIPT/
SHUT IN RECEIPT

Wells Fargo
BIRMINGHAM, ALABAMA

COMMISSIONER OF THE GENERAL LAND OFFICE

| e ENERGEN RESOURCES CORPORATION Page 1 of 1
Lo 605 Richard Arrington Bivd North
Birmingham, Alabama 35203-2707 DATE 12/02/2011 NO. 32827
tenee . Telephone (205) 326-8139
-4 LEASE RECORDS ACCOUNT [ RENTAL PERIOD
1 COUNTY STATE RECORDED-BOOK PAGE DATE OF LEASE MONTHS FROM TO
L A
".e+e" REEVES TEXAS 868-498 01/65/11 12 O1L/08/12 O01/05/13
rae f':&ﬁ LEASE NUMBER ORIGINAL LESSOR IDENTIFICATION OR LEASE SERIAL NUMBER PAY EXACTLY
.:l .TX439006*—05P JUDITH F PATRICK ST OF TX $5,251.95
* L] : " .:
| pag RECEIVED ON 20
L ":;':;!,Eg ;:E STATE OF TEXAS THE AMOUNT SHOWN ABOVE

1700 NORTH CONGRESS AVENUE
STEPHEN F AUSTIN BUILDING
AUSTIN, TX 78701-1495

NAME OF BANK. CORPORATION OR INDIVIDUAL

BY

RECEIPT IS HEREBY ACKNOWLEDGED OF THE AMOUNT STATED
AHICH IS IN FULL SETTLEMENT OF RENTAL/SHUT-IN DUE PARTY
~aiED COVERING OUR INTEREST IN OIL AND GAS

LEASE DESCRIBED HEREIN

PAYEE WILL PLEASE DATE, SIGN AND RETURN THIS RECEIPT
BY NEXT MAIL_OFFICERS SIGNING FOR CORPORATIONS WILL
PLEASE GIVE FULL NAME AND TITLE

TO BE CREDITED TO RENTAT, AMOUNT BANK
ENERGEN RESOURCES CO** DELAY RENTALS **
STATE OF TEXAS $5,251.95
COMMISSIONER OF THE GENERAL LAND OFFICE
1700 NORTH CONGRESS AVENUE
STEPHEN F AUSTIN BUILDING
AUSTIN, TEXAS 78701-1495
TRACT
52731
H&GN A-5793 2 36
PLEASE DETACH THIS PORTION BEFORE DEPOSITING THIS CHECK
#ERGEN RESOURCES CORPORATION Wells Fargo = No. 32827
€08 Richard Arrington Blvd North BIRMINGHAM, ALABAMA
% rmingham, Alabama 35203-2707 DATE:
“eianhene (205) 326-8139 UL il
o il LEASE RECORDS ACCOUNT [ RENTAL PERIOD
- COUNTY STATE RECORDED-BOOK PAGE DATE OF LEASE MONTHS FROM TO
L XEEVES TEXAS 868-498 o1/05/11 12 o01/05/12 01/05/13
| LEASE NUMBER ORIGINAL LESSOR IDENTIFICATION OR LEASE SERIAL NUMBER PAY EXACTLY
‘[ TX439006-05P |JUDITH F PATRICK ST OF TX $5,251.95

exacTyE99,291d0ls95¢cts

STATE OF TEXAS

COMMISSIONER OF THE GENERAL LAND OFFICE
1700 NORTH CONGRESS AVENUE

STEPHEN F AUSTIN BUILDING

AUSTIN, TX 78701-1495

BAY TO THE
ORDER OF




ENERG=,

RESOURTCES

]

December 8, 2011

State of Texas

Commissioner of the General Land Office
1700 North Congress Avenue

Stephen F Austin Building

Austin, TX 78701-1495

RE: Rental Payment

Please find enclosed the rental payments due under the terms of the oil and gas leases
identified below for the month of January, 2012.

Check No File No. Lessor Due Date
32825 TX439006-04P William E Fouts 01-05-12
32827 TX439006-05P Judith F Patrick 01-05-12
32829 TX439006-06P David Evans Exempt Trust 01-05-12
32831 TX439006-07P David Fouts 01-05-12
32833 TX439006-08P Steve Bates Toon 01-05-12
32835 TX439006-09P Phillip W Fouts 01-05-12
32837 TX439006-10P Martha T Cheadle 01-05-12

To confirm for our files that you have received the above mentioned payment(s) please
fill in the RECEIVED ON date of the check copy and return it to Energen Resources
Corporation in the enclosed return envelope.

Thank you for your consideration in this matter.

Yours truly,

Energen Resources Corporation

Billie E. Lopez CPLTA
Lease Analyst IV

Energen Resources Corporation, an Energen Company 605 Richard Arrington, Jr. Boulevard North, Birmingham, AL 35203-2707 205.326.2710



PAYMENT IS MADE UNDER INSTRUMENT DESCRIBED BELOW, PLEASE DEPOSIT AMOUNT OF CHECK 'fO YHE CREDIT OF PARTY OR PARTIES NAMED

" N AND RETURN THIS RECEIPT ON THE DAY YOU RECEI
THIS PAYMENT 15 MADE IN A MANNER TO CONFORM TO THE TERMS OF THE INSTRUMENT REFENREG 16 WHEREIN YOU ARE NAMED DEPOSITORY
WHEN SIGNED, PLEASE MAIL TO: RENTAL RECEIPT/ Waells Fargo
ENER SHUT IN RECEIPT ERANOUOK. ] 2 7 0 4 5 9 z
58 GEN RESOURCES CORPORATION age 1 of 1
sepee 605 Richard Arrington Bivd North
S Birmingham, Alabama 35203-2707 DATE 12/02/2011 NO. 32835
s kas g Telephone (205) 326-8139
- ] LEASE RECORDS ACCOUNT I RENTAL FERIOD
o COUNTY STATE RECORDED-BOOK PAGE DATE OF LEASE MONTHS FROM TO
[} .
'JPJREEVES TEXAS - 01/08/ 11 A25 0105125 803/ D5/ 13
oo "E LEASE NUMBER ORIGINAL LESSOR IDENTIFICATION OR LEASE SERIAL NUMBER PAY EXACTLY
I TX439006-09P |PHILLIP W FOUTS ST OF TX _LSSNJS
< 0 o 1
L .e
RECEIVED ON 20
= -333;2 ;E STATE OF TEXAS THE AMOUNT SHOWN ABOVE
9 COMMISSIONER OF THE GENERAL LAND OFFICE
1700 NORTH CONGRESS AVENUE NAME OF BANK, CORPORATION OR INDIVIDUAL
STEPHEN F AUSTIN BUILDING
AUSTIN, TX 78701-1495 o
RECEIPT IS HEREBY ACKNOWLEDGED OF THE AMOUNT STATED PAYEE WILL PLEASE DATE, SIGN AND RETURN THIS RECEIPT
WHICH IS IN FULL SETTLEMENT OF RENTAL/SHUT-IN DUE PARTY BY NEXT MAIL_ OFFICERS SIGNING FOR CORPORATIONS WILL
NAMED COVERING OUR INTEREST IN OILL AND GAS PLEASE GIVE FULL NAME AND TITLE.

TO BE CREDITED TO

RENTAL AMOUNT BANK

ENERGEN RESOURCES CO** DELAY RENTALS **
STATE OF TEXAS
COMMISSIONER OF THE GENERAL LAND OFFICE
1700 NORTH CONGRESS AVENUE
STEPHEN F AUSTIN BUILDING

AUSTIN, TEXAS 78701-1455
TRACT
52731
H&GN A-5793 2 36

$3,978.75

\
2

DI EACE NETANH THIR PARTION RFFNRF NFPNSITING THIS CHFCK



PAYMENT IS MADE UNDER INSTRUMENT DESCRIBED BELOW, PLEASE DEPOSIT AMOUNT OF CHECK TO THE CREDIT OF PARTY OR PARTIES NAMED
DATE, SIGN AND RETURN THIS RECEIPT ON THE DAY YOU RECEIVE IT.
THIS PAYMENT IS MADE IN A MANNER TO CONFORM TO THE TERMS OF THE INSTRUMENT REFERRED TO WHEREIN YOU ARE NAMED DEPOSITORY

VWHEN SIGNED, PLEASE MAIL TO:

RENTAL RECEIPT/
SHUT IN RECEIPT

Wells Fargo
BIRMINGHAM, ALABAMA

! ENERGEN RESOURCES CORPORATION Page 1 of 1
| e 605 Richard Arrington Blvd North
-y i Birmingham, Alabama 35203-2707 DATE 12/02/2011 NO. 32835
Telephone (205) 326-8139
saves LEASE RECORDS ACCOUNT | RENTAL PERIOD
* ‘ : COUNTY STATE RECORDED-BOOK PAGE DATE OF LEASE MONTHS FROM TO
. ;j + REEVES TEXAS = 01/05/11 12 01/05/12 ©01/05/13
i .I"r‘i LEASE NUMBER ORIGINAL LESSOR IDENTIFICATION OR LEASE SERIAL NUMBER PAY EXACTLY
"L 3 TX439006-09P |PHILLIP W FOUTS ST OF TX $3,978.75
0:9 :
s RECEIVED ON 20
| ;,;;g € STATE OF TEXAS THE AWOUNT SSOWN ABOVE
i COMMISSIONER OF THE GENERAL LAND OFFICE

1700 NORTH CONGRESS AVENUE
| STEPHEN F AUSTIN BUILDING
AUSTIN, TX 78701-1495

NAME OF BANK. CORPORATION OR INDIVIDUAL

BY

RECEIPT 1S HEREBY ACKNOWLEDGED OF THE AMOUNT STATED
WHICH IS IN FULL SETTLEMENT OF RENTAL/SHUT-IN DUE PARTY
HAMED COVERING OUR INTEREST IN OIL AND GAS

LEASE DESCRIBED HEREIN

PAYEE WILL PLEASE DATE, SIGN AND RETURN THIS RECEIPT
BY NEXT MAIL_ OFFICERS SIGNING FOR CORPORATIONS WILL
PLEASE GIVE FULL NAME AND TITLE

TO BE CREDITED TO RENTAL AMOUNT BANK
ENERGEN RESOURCES CO** DELAY RENTALS **
STATE OF TEXAS $3,978.75
COMMISSIONER OF THE GENERAL LAND OFFICE
1700 NORTH CONGRESS AVENUE
STEPHEN F AUSTIN BUILDING
AUSTIN, TEXAS 78701-1495
TRACT
52731
H&GN A-5793 2 36
PLEASE DETACH THIS PORTION BEFORE DEPOSITING THIS CHECK
EMNERGEN RESOURCES CORPORATION Wells Fargo ‘;‘zj No. 32835
245 Richard Arrington Blvd North BIRMINGHAM, ALABAMA
Girmingham, Alabama 35203-2707 DATE:
Tuiephone (205) 326-8139 12/02/2011
Ll LEASE RECORDS ACCOUNT I RENTAL PERIOD
o COUNTY STATE RECORDED-BOOK PAGE DATE OF LEASE MONTHS FROM TO
. REEVES TEXAS - 01/05/11 12 01/05/12 01/05/13
i 777 LEASE NUMBER ORIGINAL LESSOR IDENTIFICATION OR LEASE SERIAL NUMBER PAY EXACTLY
TX439006-09P |PHILLIP W FOUTS ST OF TX $3,978.75

exacTv 99,9 78dols75cts

STATE OF TEXAS

COMMISSIONER OF THE GENERAL LAND OFFICE
1700 NORTH CONGRESS AVENUE

STEPHEN F AUSTIN BUILDING

AUSTIN, TX 78701-1495

YAYTO THE
OHNER OF




EN=ZRG=N

«RESDURCTES

December 8, 2011

State of Texas

Commissioner of the General Land Office
1700 North Congress Avenue

Stephen F Austin Building

Austin, TX 78701-1495

RE: Rental Payment

Please find enclosed the rental payments due under the terms of the oil and gas leases

"'“.. identified below for the month of January, 2012.
.- Check No File No. Lessor Due Date
i 32825 TX439006-04P William E Fouts 01-05-12
32827 TX439006-05P Judith F Patrick 01-05-12
o 32829 TX439006-06P David Evans Exempt Trust  01-05-12
LK 32831 TX439006-07P David Fouts 01-05-12
sscses 32833 TX439006-08P Steve Bates Toon 01-05:12
i 32835 TX439006-09P Phillip W Fouts 01-05-12
32837 TX439006-10P Martha T Cheadle 01-05-12

To confirm for our files that you have received the above mentioned payment(s) please
fill in the RECEIVED ON date of the check copy and return it to Energen Resources
Corporation in the enclosed return envelope.

Thank you for your consideration in this matter.

Yours truly,

Energen Resources Corporation

Billie E. Lopez, CPLTA
Lease Analyst IV

Energen Resources Corporation, an Energen Company 605 Richard Arrington, Jr. Boulevard North, Birmingham, AL 35203-2707 205.326.2710



) PAYMENT IS MADE UNDER INSTRUMENT DESCRIBED BELOW, PLEASE DEPOSIT AMOUNT OF CHECK TO THE CREDIT OF PARTY OR PARTIES NAMED.

DATE, SIGN AND RETURN THIS RECEIPT ON THE DAY YOU RECEIVE IT.
THIS PAYMENT IS MADE IN A MANNER Tb CONFORM TO THE TERMS OF THE INSTRUMENT REFERRED TO WHEREIN YOU ARE NAMED DEPOSITORY
« WHEN . Wells Fargo
LV SIGNED, PLEASE MAIL TO 353%5 Esgsllﬂr s NJ& 2 7 O 4 5 9 5
L ER ENERGEN RESOURCES CORPORATION Page 1 of 1
o 605 Richard Arrington Blvd North
escene Birmingham, Alabama 35203-2707 DATE 12/02/2011 NO. 32831
. = Telephone (205) 326-8139
p LEASE RECORDS ACCOUNT l RENTAL PERIOD
i COUNTY STATE RECORDED-BOOK PAGE DATE OF LEASE MONTHS FROM TO
s
« REEVES TEXAS 868-534 01/05/11 112 01/05/12 01/05/13
se s e
. .
) LEASE NUMBER ORIGINAL LESSOR IDENTIFICATION OR LEASE SERIAL NUMBER PAY EXACTLY
o 14 8 TX439006-07P |DAVID EOUTS ST OF TX .J ,978.75
L] e
cstesd RECEIVED ON 20
< oy dibig STATE OF TEXAS THE AMOUNT SHOWN ABOVE

iy g COMMISSIONER OF THE GENERAL LAND OFFICE
1700 NORTH CONGRESS AVENUE
STEPHEN F AUSTIN BUILDING
AUSTIN, TX 78701-1495

NAME OF BANK, CORPORATION OR INDIVIDUAL

BY

RECEIPT IS HEREBY ACKNO\M.EDGED OF THE AMOUNT STATED

WHICH IS IN FULL SETTLEMENT OF RENTAL/SHUT-IN DUE PARTY
NAMED COVERING OUR INTEREST IN OIL AND GAS
LEASE DESCRIBED HEREIN

PAYEE WILL PLEASE DATE, SIGN AND RETURN THIS RECEIPT
BY NEXT MAIL._ OFFICERS SIGNING FOR CORPORATIONS WILL
PLEASE GIVE FULL NAME AND TITLE.

TO BE CREDITED TO

ENERGEN RESOURCES CO** DELAY RENTALS **

STATE OF TEXAS
COMMISSIONER OF THE GENERAL LAND OFFICE
1700 NORTH CONGRESS AVENUE
STEPHEN F AUSTIN BUILDING
AUSTIN, TEXAS 78701-1495

TRACT

52731

H&GN A-5793 2 36

RENTAL AMOUNT BANK \

$3,978.75 {X

PLEASE DETACH THIS PORTION BEFORE DEPOSITING THIS CHECK



PAYMENT IS MADE UNDER INSTRUMENT DESCRIBED BELOW, PLEASE DEPOSIT AMOUNT OF CHECK TO THE CREDIT OF PARTY OR PARTIES NAMED
DATE, SIGN AND RETURN THIS RECEIPT ON THE DAY YOU RECEIVE IT.
THIS PAYMENT IS MADE IN A MANNER TO CONFORM TO THE TERMS OF THE INSTRUMENT REFERRED TO WHEREIN YOU ARE NAMED DEPOSITORY

, “WMEN SIGNED, PLEASE MAIL TO:

RENTAL RECEIPT/
SHUT IN RECEIPT

Wells Fargo
BIRMINGHAM, ALABAMA

. ENERGEN RESOURCES CORPORATION Page 1 of 1
605 Richard Arrington Blvd North
PR . Birmingham, Alabama 35203-2707 DATE 12/02/2011 NO. 32831
M Telephone (205) 326-8139
! LEASE RECORDS ACCOUNT l RENTAL PERIOD
» * L L COUNTY STATE RECORDED-BOOK PAGE DATE OF LEASE MONTHS FROM TO
™
[r .R EVES TEXAS 868-534 o1/05/11 12 01/05/12 01/05/13
ELl T LA
'L * " LEASE NUMBER ORIGINAL LESSOR IDENTIFICATION OR LEASE SERIAL NUMBER PAY EXACTLY
-'H » TX439006-07P |DAVID FOUTS ST OF TX $3,978.75
¥ we -
' RECEIVED ON 20
'I0TME STATE OF TEXAS THE AMOUNT SHOWN ABOVE

COMMISSIONER OF THE GENERAL LAND OFFICE
1700 NORTH CONGRESS AVENUE

STEPHEN F AUSTIN BUILDING

AUSTIN, TX 78701-1495
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| @
1
|
|

NAME OF BANK, CORPORATION OR INDIVIDUAL

BY

FECEIPT IS HEREBY ACKNOWLEDGED OF THE AMOUNT STATED

v 'n"‘li IS IN FULL SETTLEMENT OF RENTAL/SHUT-IN DUE PARTY
' ED COVERING OUR INTEREST IN OIL AND GAS

i FA%E DESCRIBED HEREIN

PAYEE WILL PLEASE DATE, SIGN AND RETURN THIS RECEIPT
BY NEXT MAIL._OFFICERS SIGNING FOR CORPORATIONS WILL
PLEASE GIVE FULL NAME AND TITLE

TO BE CREDITED TO

RENTAL AMOUNT BANK

ENERGEN RESOURCES CO** DELAY RENTALS **

STATE OF TEXAS
COMMISSIONER OF THE GENERAL LAND OFFICE
1700 NORTH CONGRESS AVENUE
STEPHEN F AUSTIN BUILDING
AUSTIN, TEXAS 78701-1495

TRACT

52731

H&GN A-5793 2 36

$3,978.75

PLEASE DETACH THIS PORTION BEFORE DEPOSITING THIS CHECK

“HNERGEN RESOURCES CORPORATION
:2% Richard Arrington Blvd North

Jirmingham, Alabama 35203-2707

! sinphone (205) 326-8139

BIRMINGHAM, ALABAMA

61-8

Wells F
ells Fargo 820 No 32831

DATE:  12/02/2011
| RENTAL PERIOD

LEASE RECORDS ACCOUNT
| COuNTY STATE RECORDED-BOOK PAGE DATE OF LEASE ___ MONTHS FROM 10
! REEVES TEXAS 868-534 01/05/11 12 01/05/12 01/05/13
: LEASE NUMBER ORIGINAL LESSOR IDENTIFICATION OR LEASE SERIAL NUMBER PAY EXACTLY
| TX439006-07P |(DAVID FOUTS ST OF TX $3,978.75

exacTvEd3,978dols75cts

STATE OF TEXAS

COMMISSIONER OF THE GENERAL LAND OFFICE
1700 NORTH CONGRESS AVENUE

STEPHEN F AUSTIN BUILDING

AUSTIN, TX 78701-1495

PAY (O THE
CRDER OF
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December 8, 2011

State of Texas

Commissioner of the General Land Office
1700 North Congress Avenue

Stephen F Austin Building

Austin, TX 78701-1495

RE: Rental Payment

Please find enclosed the rental payments due under the terms of the oil and gas leases
identified below for the month of January, 2012.

Check No File No. Lessor Due Date
32825 TX439006-04P William E Fouts 01-05-12
32827 TX439006-05P Judith F Patrick 01-05-12
32829 TX439006-06P David Evans Exempt Trust 01-05-12
32831 TX439006-07P David Fouts 01-05-12
32833 TX439006-08P Steve Bates Toon 01-05-12
32835 TX439006-09P Phillip W Fouts 01-05-12
32837 TX439006-10P Martha T Cheadle 01-05-12

To confirm for our files that you have received the above mentioned payment(s) please
fill in the RECEIVED ON date of the check copy and return it to Energen Resources
Corporation in the enclosed return envelope.

Thank you for your consideration in this matter.

Yours truly,

Energen Resources Corporation

Billie E. Lopez, CPLTA
Lease Analyst IV

Energen Resources Corporation, an Energen Company 605 Richard Arrington, Jr. Boulevard North, Birmingham, AL 35203-2707 205.326.2710



PAYME?'T 'S MANE UNDER INSTRUMENT DESCRIBED BELOW, PLEASE DEPOSIT AMOUNT OF CHECK TO THE CREDIT OF PARTY OR PARTIES NAMED

3 ATE, SIGN AND RETURN THIS RECEIPT ON THE DAY YOU R
THIS PAYMENT IS MADE IN A MANNER Tb CONFORM TO THE TERMS OF THE INSTRUMENT REFERRED TO WHEREIN YOU ARE NAMED DEPOSITORY
WHEN SIGNED, PLEASE MAIL TO: RENTAL RECEIPT/ Va‘:;':':afgxm "
. ENERGEN RESOURCES CORPORATION SHUT IN RECEIPT . Page 1 of 1
L 605 Richard Arrington Blvd North
onreaozaod [ OA5Q2 sms
A Telephone (205) 326-8139
» : ol .: LEASE RECORDS ACCOUNT I RENTAL PERIOD
. COUNTY STATE RECORDED-BOOK PAGE DATE OF LEASE MONTHS FROM TO
t o'« REEVES TEXAS 868-510 01/05/11 12 o01/05/12 01/05/13
aee
st e : LEASE NUMBER ORIGINAL LESSOR IDENTIFICATION OR LEASE SERIAL NUMBER PAY EXACTLY
. L]
o TX439006-04P |WILLIAM E FOUTS ST OF TX '2_2_,705.55
L - T
.
o es RECEIVED ON. 20
JRTone  STATE OF TEXAS D O
S COMMISSIONER OF THE GENERAL LAND OFFICE
1700 NORTH CONGRESS AVENUE
STEPHEN F AUSTIN BUILDING p NAME OF BANK, CORPORATION OR INDIVIDUAL
AUSTIN, TX 78701-1495 -

RECEIPT IS HEREBY ACKNOWLEDGED OF THE AMOUNT STATED
lCH IS IN FULL SETTLEMENT OF RENTAL/SHUT-IN DUE PARTY

NAME COVERING OUR INTEREST IN OIL AND GAS

LEASE DESCRIBED HEREIN.

PAYEE WILL PLEASE DATE, SIGN AND RETURN THIS RECEIPT
BY NEXT MAIL._ OFFICERS SIGNING FOR CORPORATIONS WILL
PLEASE GIVE FULL NAME AND TITLE.

TO BE CREDITED TO

RENTAL AMOUNT BANK

ENERGEN RESOURCES CO**
STATE OF TEXAS
COMMISSIONER OF THE GENERAL LAND OFFICE
1700 NORTH CONGRESS AVENUE
STEPHEN F AUSTIN BUILDING

DELAY RENTALS **

AUSTIN, TEXAS 78701-1495
TRACT
52731
H&GN A-5793 2 36

né!

$2,705.55

Pl

PLFASE DETACH THIS PORTION BEFORE DEPOSITING THIS CHECK



PAYMENT IS MADE UNDER INSTRUMENT DESCRIBED BELOW, PLEASE DEPOSIT AMOUNT OF CHECK TO THE CREDIT OF PARTYOR PARTIES NAMED
GN AND RETURN THIS RECEIPT ON THE DAY YOU RECEIVE IT.
THIS PAYMENT IS MADE IN A MANNER Tb CONFORM TO THE TERMS OF THE INSTRUMENT REFERRED TO WHEREIN YOU ARE NAMED DEPOSITORY

¥YHEN SIGNED, PLEASE MAIL TO:

RENTAL RECEIPT/
SHUT IN RECEIPT

Wells Fargo
BIRMINGHAM, ALABAMA

e ENERGEN RESOURCES CORPORATION Page1 of 1
. 605 Richard Arrington Bivd North
e Birmingham, Alabama 35203-2707 DATE 12/02/2011 NO. 32825
L2 Telephone (205) 326-8139
Ve . : LEASE RECORDS ACCOUNT ' RENTAL PERIOD
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-
0 j4e ‘IEEVES TEXAS 868-510 01/05/11 12 01/05/12 01/05/13
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e
®*TX439006-04P |[WILLIAM E FOUTS ST OF TX $2,705.55
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° 1700 NORTH CONGRESS AVENUE
| STEPHEN F AUSTIN BUILDING
AUSTIN, TX 78701-1495

NAME OF BANK, CORPORATION OR INDIVIDUAL

BY

FECEIPT IS HEREBY ACKNOWLEDGED OF THE AMOUNT STATED
¥AUCH IS IN FULL SETTLEMENT OF RENTAL/SHUT-IN DUE PARTY
NAMED COVERING OUR INTEREST IN OIL AND GAS
LEASE DESCRIBED HEREIN

PAYEE WILL PLEASE DATE, SIGN AND RETURN THIS RECEIPT
BY NEXT MAIL_OFFICERS SIGNING FOR CORPORATIONS WILL
PLEASE GIVE FULL NAME AND TITLE

TO BE CREDITED TO RENTAI, AMOUNT BANK
ENERGEN RESOURCES CO** DELAY RENTALS +*#
STATE OF TEXAS $2,705.55
COMMISSIONER OF THE GENERAL LAND OFFICE
1700 NORTH CONGRESS AVENUE
STEPHEN F AUSTIN BUILDING
AUSTIN, TEXAS 78701-1495
TRACT
52731
H&GN A-5793 2 36
PLEASE DETACH THIS PORTION BEFORE DEPOSITING THIS CHECK
=MERGEN RESOURCES CORPORATION Wells Fargo e No 32825
<05 Richard Arrington Blvd North BIRMINGHAM, ALABAMA
“.rmingham, Alabama 35203-2707 DATE:
i zizphone (205) 326-8139 12/02/2011
il LEASE RECORDS ACCOUNT RENTAL PERIOD
i COUNTY STATE RECORDED-BOOK PAGE DATE OF LEASE MONTHS FROM TO
_ n....EVES TEXAS 868-510 01/05/11 12 01/05/12 01/05/13
|8 LEASE NUMBER ORIGINAL LESSOR IDENTIFICATION OR LEASE SERIAL NUMBER PAY EXACTLY
. TX439006-04P |WILLIAM E FOUTS ST OF TX $2,705.55

Exm®E32,705d015550t5

STATE OF TEXAS

COMMISSIONER OF THE GENERAL LAND OFFICE
1700 NORTH CONGRESS AVENUE

STEPHEN F AUSTIN BUILDING

AUSTIN, TX 78701-1495

72V TO THE
HSGER OF
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December 8, 2011

State of Texas

Commissioner of the General Land Office
1700 North Congress Avenue

Stephen F Austin Building

Austin, TX 78701-1495

RE: Rental Payment

Please find enclosed the rental payments due under the terms of the oil and gas leases
identified below for the month of January, 2012.

Check No File No. Lessor Due Date
32825 TX439006-04P William E Fouts 01-05-12
32827 TX439006-05P Judith F Patrick 01-05-12
32829 TX439006-06P David Evans Exempt Trust 01-05-12
32831 TX439006-07P David Fouts 01-05-12
32833 TX439006-08P Steve Bates Toon 01-05-12
32835 TX439006-09P Phillip W Fouts 01-05-12
32837 TX439006-10P Martha T Cheadle 01-05-12

To confirm for our files that you have received the above mentioned payment(s) please
fill in the RECEIVED ON date of the check copy and return it to Energen Resources
Corporation in the enclosed return envelope.

Thank you for your consideration in this matter.

Yours truly,

Encrgen Resources Corporation

Billie E. Lopez, CPLTA
Lease Analyst ]V

Energen Resources Corporation, an Energen Company 605 Richard Arrington, Jr. Boulevard North, Birmingham, AL 35203-2707 205.326.2710
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FILE# 1105

General Land Oilice
Relinquishment Act Lease Form
Revised, September 1997

Augtin, Texas

OIL AND GAS LEASE
THIS AGREEMENT is made and entered into this 5th _____ day of January 2011 . between the Stale of Texas, acting

by and through its agent, Davi ns, T f vid Ev. X Trust
of P.O. Box 31519, Houston, TX, 77231

(Give Permanent Address)
said agen! herein referred lo as the owner of the soil (whether one or more), and Energen Resources Corp.
of 3300 North "A" Street Building 4, Suite 100, Midland, TX. 79705 hereinafier called Lessee.

(Give Permanent Address)

1. GRANTING CLAUSE. For and in consideration of the amounts stated below and of the covenants and agreements to be paid. kept anc
performed by Lessee under this lease, the State of Texas acting by and through the owner of the soil, hereby grants, leases and lets unto Lessee. for
the sole and only purpose of prospecting and drilling for and producing oil and gas, laying pipe lines, building tanks, storing oil and building power
stations, telephone lines and other structures thereon, to produce, save, take care of, treat and transport said products of the lease, the following lands
siluated in Reeves County, State of Texas, to-wit:

All of the NW/2 of Section 36, Block 2, H&GN RR Co. Survey

SEE EXHIBIT "A" ATTACHED HERETO AND MADE APART HEREOF

containing 318.30 acres, more or less. The bonus consideration paid for this lease is as follows:

To the State of Texas: Seventy-Nine Thousand Five Hundred Seventy-Five and——No/100's————
Dollars ($79,575.00 )

To the owner of the soil: Seventy-Nine T Five -Five ———and——No/100's
Dollars ($79.575.00 )

Tolal bonus consideration: One Hundred Fifty-Nine Thousand One Hundred Fifty -—--——and-—-—-No/100's. -
Dollars ($159,150.00 )
The total bonus « deration paid rep a bonus of One Thousand Five Hundred ~—-ang-----——----No/100's.
Dollars ($1,500.00 ) peracre,on 1061  netacres.
2. TERM. Subject to the other provisions in this lease, this lease shall be for a term of three (3) years from

this date (herein called “primary term”) and as long thereafter as oil and gas. or either of them, is produced in paying quantities from said land. As used
in this lease, the term “produced in paying quantities” means thal the receipts from the sale or other authorized commercial use of the substance(s)
covered exceed oul of pocket operational expenses for the six months last past.
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3. DELAY RENTALS. If no well is commenced on the leased premises on or before one (1) year from this date, this lease shall terminate.
unless on or before such anniversary date Lessee shall pay or tender to the owner of the soil or to his credit in the

Bank, at
or its successors (which shall continue as the depository regardless of changes in the ownership of said land), the amount specified below: in addition,
Lessee shall pay or tender to the COMMISSIONER OF THE GENERAL LAND OFFICE OF THE STATE OF TEXAS, AT AUSTIN, TEXAS, a like sum on
or before said date. Payments under this paragraph shall operate as a rental and shall cover the privilege of deferring the commencement of a well for
one (1) year from said date. Payments under this paragraph shall be in the following amounts:

To the owner of the soil: Fifteen Thousand Nine Hundred Fifteen ———and-——50/100-——
Dollars ($15,915.00 )

To the State of Texas: Fifteen Thousand Nine Hundred Fifteen -————angd-——50/100-———
Doltars ($15,915.00 )

Total Delay Rental: Thirty-One Thousand Eight Hundred Thirty --——--and-———No/100's——
Dollars ($31,830.00 )

In a like manner and upon like payments or tenders annually, the commencement of a well may be further defemed for successive periods of one (1)
year each during the primary term. All payments or tenders of rental lo the owner of the soil may be made by check or sight draft of Lessee, or any
assignee of this lease, and may be delivered on or before the rental paying date. If the bank designated in this paragraph (or its successor bank) should
cease fo exist. suspend business. liquidate, fail or be succeeded by another bank, or for any reason fail or refuse lo accept rental, Lessee shall not be
heid in default for failure to make such payments or tenders of rental until thirty (30) days after the owner of the soil shall deliver to Lessee a proper
recordable instrument naming another bank as agent to receive such payments or tenders.

4. PRODUCTION ROYALTIES. Upon production of oil and/or gas, Lessee agrees lo pay or cause lo be paid one-half (1/2) of the royalty
provided for in this lease to the Commissioner of the General Land Office of the State of Texas, at Austin, Texas, and one-half (1/2) of such royalty to the
owner of the soil:

(A) OIL. Royalty payable on oil, which is defined as including all hydrocarbons produced in a liquid form at the mouth of the well and also as
all condensate, distillate, and other liquid hydrocarbons recovered from oil or gas run through a separator or other equipment, as hereinafter provided,
shall be 1/4 part of the gross production or the market value thereof, at the option of the owner of the soil or the Commissioner of the General
Land Office, 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 leased premises is sold, used or processed in a plant, it will be run free of cost to the royalty owners through an adequate oil
and gas separator of conventional type, or other equipment at least as efficient, so that all liquid hydrocarbons recoverable from the gas by such means
will be recovered. The requirement that such gas be run through a separator or other equipment may be waived, in writing, by the royalty owners upon
such terms and conditions as they prescribe.

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

(C) PROCESSED GAS. Royalty on any gas processed in a gasoline plant or other plant for the recovery of gasoline or other liquid
hydrocarbons shall be 1/4 part of the residue gas and the liquid hydrocarbons extracted or the market value thereof, at the option of the owner
of the soil or the Commissioner of the General Land Office. All royallies due herein shall be based on one hundred percent (100%) of the total plant
production of residue gas attributable to gas produced from this lease, and on fifty percent (50%), or that percent accruing to Lessee, whichever is the
greater, of the total plant production of liquid hydrocarbons attributable to the gas produced from this lease; provided that if liquid hydrocarbons are
recovered from gas processed in a plant in which Lessee (or its parent, subsidiary or affiliate) owns an interest, then the percentage applicable to liquid
hydrocarbons shall be fifty percent (50%) or the highest percent accruing to a third party processing gas through such plant under a processing
agreement negotiated at arm’s 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. Royalty on carbon black, sulphur or any other products produced or manufactured from gas (excepting liquid
hydrocarbons) whether said gas be "casinghead,” “dry,” or any other gas, by fractionating, burning or any other p ing shall be 1/4 part of
the gross production of such products, or the market value thereol, at the option of the owner of the soil or the Commissioner of the General Land Office,
such market value to be determined as follows: 1) on the basis of the highest market price of each product for 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.

5. 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 under this lease in no event shall be less than an amount equal to the total annual delay rental herein provided; 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 the total annual rental less the
amount of royallies paid during the preceding year. If Paragraph 3 of this lease does not specify a delay rental amount, then for the purposes of this
paragraph, the delay rental amount shall be one dollar ($1.00) per acre.
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6. ROYALTY IN KIND. Notwithstanding any other provision in this lease, at any time or from time to time, the owner of the soil or the
Commissioner of the General Land Office may, at the option of either, upon not less than sixty (60) days notice to the holder of the lease, require that the
payment of any royalties accruing to such royalty owner under this lease be made in kind. The owner of the soil's or the Commissioner of the General
Land Office’s right to take its royalty in kind shall not diminish or negate the owner of the soil's or the Commissioner of the General Land Office’s rights
or Lessee’s obligations, whether express or implied, under this lease.

7. NO DEDUCTIONS. Lessee agrees that all royalties accruing under this lease (including those paid in kind) shall be without deduction for
the cost of producing, gathering, storing, separating, trealing, dehydrating, compressing, processing, lransporting, and otherwise making the oil, gas and
other products hereunder ready for sale or use. Lessee agrees to compute and pay royallies on the gross value received, including any reimbursements
for severance taxes and production related costs.

8. 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 lo process gas produced hereunder in any processing plant. Notwithstanding any other provision of this lease, and subject to the written consent of
the owner of the soil and the Commissioner of the General Land Office, Lessee may recycle gas for gas lift purposes on the leased premises or for
injection into any oil or gas producing formation underlying the leased premises after the liquid hydrocarbons contained in the gas have been removed;
no royalties shall be payable on the recycled gas until it is produced and sold or used by Lessee in a manner which entitles the royalty owners to a
royalty under this lease.

9. 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 fallowing 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 prowvide that royaity on oil
1s due and musl be received in the General Land Office on or before the 5th day of the second month succeeding the month of producton. 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 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 markel value including gas meler 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 markel 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 royaity 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 to accrue 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 operale lo prohibit the State's
right of forfeiture as provided by law nor act to postpone the dale 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.

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually fumish 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 Commissi with copies of
all contracts under which gas is sold or processed and all subsequent agreements and amendments to such contracts within thirty (30) days after
entering into or making such contracts, agreements or amendments. Such contracts and agreements when received by the General Land Office shall be
held in confidence by the General Land Office unless otherwise authorized by Lessee. All other contracts and records pertaining to the production,
transportation, sale and marketing of the oil and gas produced on said premises, including the books and accounts, receipts and discharges of all weils,
tanks, pools, meters, and pipelines shall at all imes be subject to inspection and examination by the Commissioner of the General Land Office. the
Altorney General, the Governor, or the representative of any of them.

(B) PERMITS, 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 weil or
wells. Such written nolice to the General Cand Office shall include copies of Railroad Commission forms for application to drill. Copies of weill tests
completion reports and plugging reports shall be supplied lo the General Land Office at the time they are filed with the Texas Railroad Commission. All
applications, permits, reports or other filings that reference this lease or any specific well on the leased premises and that are submitted to the Texas
Railroad Commission or any other governmental agency shall include the word “State” in the litle. Additionally, in accordance with Railroad Commission
rules, any signage on the leased premises for the purpose of identifying wells, tank balteries or other associated improvemenits lo the land mus! also
include the word “State.” 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 lo those herein
expressly provided for. Lessee shall have an electrical and/or radioactivity survey made on the bore-hole section, from the base of the surface casing to
the total depth of well, of all weils drilled on the above described premises and shall Iransmit a true copy of the log of each survey on each well (o the
General Land Office within fifteen (15) days after the making of said survey.

(C) PENALTIES. Lessee shall incur a penally whenever reports, documents or other materials are nol 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 matenals were due in
the General Land Office.

11. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, during the primary term hereof and pnor to discovery and
production of oll or gas on said land, Lessee should drill a dry hole or holes thereon, or if during the primary term hereof and after the discovery and
actual production of oil or gas from the leased premises such production thereof should cease from any cause, this lease shall not terminate if on or
before the expiralion of sixty (60) days from date of completion of said dry hole or cessation of production Lessee commences additional drilling or
reworking operations thereon, or pays or tenders the next annual delay rental in the same manner as provided in this lease. If, during the las! year of the
primary term or within sixty (60) days prior thereto, a dry hole be completed and abandoned, or the production of oil or gas should cease for any cause,
Lessee’s rights shall remain in full force and effect without further operations until the expiration of the primary term; and if Lessee has not resumed
production in paying quantities al the expiration of the primary term, Lessee may maintain this lease by conducting additional drilling or reworking
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operations pursuant to Paragraph 13, using the expiration of the primary term as the date of cessation of production under Paragraph 13, Should the first
well or any subsequent well drilled on the above described land be completed as a shut-in oil or gas well within the primary term hereof, Lessee may
resume payment of the annual rental in the same manner as provided herein on or before the rental paying date following the expiration of sixty (60)
days from the date of completion of such shut-in oil or gas well and upon the failure to make such payment, this lease shall ipso facto terminate. If at the
expiration of the primary term or any time thereafter a shut-in oil or gas well is located on the leased premises, payments may be made in accordance

caee .i with the shut-in provisions hereof.

. 12. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. If, at the expiration of the primary term, neither oil nor gas is being
essrae produced on said land, bul Lessee is then engaged in drilling or reworking operations thereon, this lease shall remain in force so long as operations on
* g said well or for drilling or reworking of any additional wells are prosecuted in good faith and in workmanlike manner without interruptions totaling more
L than sixty (60) days during 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

P in paying quantities from said land, or payment of shut-in oil or gas well royallies or compensatory royalties is made as provided in this lease.

..

L 13. CESSATION, DRILLING, AND REWORKING. If, after the expiration of the primary term, production of oil or gas from the leased
premises, after once obtained, should cease from any cause, this lease shall not terminate if Lessee commences additional drilling or reworking
operations within sixty (60) days after such cessation, and this lease shall remain in full force and effect for so long as such operations continue in good

" faith and in workmanlike manner without interruptions totaling more than sixty (60) days. If such drilling or reworking operations result in the production

of oil or gas, the lease shall remain in full force and effect for so long as oil or gas is produced from the leased premises in paying quantities or payment

saee of shut-in oil or gas well royalties or payment of compensatory royalties is made as provided herein or as provided by law. If the drilling or reworking
seee operations result in the completion of a well as a dry hole, the lease will not lerminate if the Lessee commences additional drilling or reworking

operations within sixty (60) days after the completion of the well as a dry hole, and this lease shall remain in effect so long as Lessee continues drilling or
reworking operations in good faith and in a workmanlike manner without interruptions totaling more than sixty (60) days. Lessee shall give written notice
12 the General Land Office within thirty (30) days of any cessation of production.

14, SHUT-IN ROYALTIES. For purposes of this paragraph, “well” means any well that has been assigned a well number by the state agency
having jurisdiction over the production of oil and gas. If, at any lime after the expiration of the primary term of a lease that, until being shut in, was being
maintained in force and effect, a well capable of producing oil or gas in paying quantities is located on the leased premises, but oil or gas is nol being
produced for lack of suitable production facilities or lack of a suitable market, then Lessee may pay as a shut-in oil or gas royalty an amount equal to
double the annual rental provided in the lease, but not less than $1,200 a year for each well capabie of producing oil or gas in paying quantities, If
Paragraph 3 of this lease does not specify a delay rental amount, then for the purposes of this paragraph, the delay rental amount shall be one dollar
($1.00) 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 completes a drilling or reworking operation in accordance
with the lease provisions; whichever date s latest. Such payment shall be made one-half (1/2) to the Commissioner of the General Land Office and one-
half (1/2) to the owner of the soil. If the shut-in oil or gas royalty is paid, the lease shall be considered to be a producing lease and the payment shall
extend the term of the lease for a period of one year from the end of the primary term, or from the first day of the month following the month in which
production ceased, and, after that, if no suitable production facilities or suitable market for the oil or gas exists, Lessee may extend the lease for four
more successive periods of one (1) year by paying the same amount each year on or before the expiration of each shul-in year.

15. COMPENSATORY ROYALTIES. If, during the period the lease is kepl in effect by payment of the shut-in oil or gas royalty, oil or gas is
sold and delivered in paying quantities from a well located within one thousand (1,000) feet of the leased premises and completed in the same producing
reservoir, or in any case in which drainage is occurring, the right to continue to maintain the lease by paying the shut-in oil or gas royalty shall cease, but
the lease shall remain effective for the remainder of the year for which the royalty has been paid. The Lessee may maintain the lease for four more
successive years by Lessee paying compensatory royalty at the royalty rate provided in the lease of the market value of production from the well causing
the drainage or which is completed in the same producing reservoir and within one thousand (1,000) feet of the leased premises. The compensatory
royalty is to be paid monthly, one-half (1/2) to the Commissioner of the General Land Office and one-half (1/2) to the owner of the soil, beginning on or
before the last day of the month following the month in which the oil or gas is produced from the well causing the drainage or that is completed in the
same producing reservoir and located within one thousand (1,000) feet of the leased premises. If the compensatory royalty paid in any 12-month period
is an amount less than the annual shut-in oil or gas royalty, Lessee shall pay an amount equal to the difference within thirty (30) days from the end of the
12-month period. Compensatory royalty payments which are not timely paid will accrue penalty and interest in accordance with Paragraph 9 of this
lease. None of these provisions will relieve Lessee of the obligation of reasonable development nor the obligation to drill offset wells as provided in
Texas Natural Resources Code 52.173: however, at the determination of the Commissioner. and with the Commissioner's written approval. the payment
of compensatory royalties can satisfy the obligation to drill offset wells.

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

(A) VERTICAL. In the event this lease is in force and effect two (2) years after the expiration date of the primary or extended term it shall then
terminate as to all of the leased premises, EXCEPT (1) 40 acres surrounding each oil well capable of producing in paying quantities and 320 acres
surrounding each gas well capable of producing in paying quantities (including a shut-in oil or gas well as provided in Paragraph 14 hereof), or a well
upon which Lessee is then engaged in conltinuous drilling or reworking operations, or (2) the number of acres included in a producing pooled unit
pursuant to 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 1o 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 authority having jurisdiction. 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 lo all acreage not thereafter allocated to said well or wells for production
Notwithstanding the termination of this lease as to a portion of the lands covered hereby, Lessee shall nevertheless continue to have the right of ingress
to and egress from the lands slill subject to this lease for all purposes described in Paragraph 1 hereof, together with easements and rights-of-way for
existing roads, existing pipelines and other existing facilities on, over and across all the lands described in Paragraph 1 hereof (“the retained lands”), for
access to and from the retained lands and for the gathering or transportation of oil, gas and other minerals produced from the retained lands.
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(B) HORIZONTAL. In the event this lease is in force and effect two (2) years afier the expiration date of the primary or extended term il 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 16 (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 spedified on page 1 hereof). If such amount is paid, this lease shall be in force and effect as to
such deeper depths, and said termination shall be delayed for an additional period of two (2) years and so long thereafter as oil or gas is produced in

. .; paying quantities from such deeper depths covered by this lease.
LA R 2]

* (C) IDENTIFICATION AND FILING. The surface acreage retained hereunder as to each well shall, as nearly as practical, be in the form of a
e .“: square with the well located in the center thereof, or such other shape as may be approved by the Commissioner of the General Land Office. Within

- . thirty (30) days after partial termination of this lease as provided herein, Lessee shall execute and record a release or releases conlaining a satisfaclory
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 dale the release is filed. If Lessee fails or refuses
:'. to execute and record such release or releases within ninety (80) days after being requested to do so by the General Land Office. then the
. eee Commissioner al his sole discretion may designate by written instrument the acreage and/or depths o be released hereunder and record such

instrument at Lessee's expense in the county or counties where the lease is localed and in the official records of the General Land Office and such
designation shall be binding upon Lessee for all purposes.

. 17. OFFSET WELLS. Neither the bonus, delay rentals, nor royalties paid, or to be paid, under this lease shall relieve Lessee of his obligation

sese lo protect the oil and gas under the above-described land from being drained. Lessee, sublessee, receiver or other agent in control of the leased

premises shall drill as many wells as the facts may juslify and shall use appropriate means and drill to a depth necessary to prevent undue drainage of
Loe oil and gas from the leased premises. In addition, if oil and/or gas should be produced in commercial quantities within 1,000 feet of the leased premises.
or in any case where the leased premises is being drained by production of oil or gas, the Lessee, sublessee, receiver or other agenl in control of the
leased premises shall in good faith begin the dnliing of a well or wells upon the leased premises within 100 days after the draining weil or weils of the
well or wells completed within 1,000 feet of the leased premises start producing in commercial quantities and shall prosecute such dnlling with diligence.
Failure to satisfy the statutory offset obligation may subject this lease and the owner of the soil's agency nghts to forfeiture. Only upon the determination
of the Commissioner of the General Land Office and with his written approval may the payment of compensatory royalty under applicable statutory
parameters satisty the obligation to drill an offset well or wells required under this paragraph.

18. FORCE MAJEURE. If, after a good faith effort, Lessee is prevented from complying with any express or implied covenant 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, rebeillion, riots,
strikes, acts of God, or any valid order, rule or regulation of government authority, then while so prevented, Lessee's obligation to comply with such
covenant shall be suspended and Lessee shall not be liable for damages for failure to comply with such covenants; additionally, this lease shall be
exlended while Lessee is prevented, by any such cause, from conducting drilling and reworking operations or from producing oil or gas from the leased
premises. However, nothing in this paragraph shall suspend the payment of delay rentals in order to maintain this lease in effect during the primary term
in the absence of such drilling or reworking operations or production of oil or gas.

19. WARRANTY CLAUSE. The owner of the soil warrants and agrees to defend title to the leased premises. If the owner of the soil defaults
in payments owed on the leased premises, then Lessee may redeem the rights of the owner of the soil in the leased premises by paying any morigage,
taxes or other liens on the leased premises. If Lessee makes payments on behalf of the owner of the soil under this paragraph, Lessee may recover lhe
cosl of these payments from the rental and royalties due the owner of the soil.

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soil owns less than the enlire undivided surface estate in the above
described land, whether or not Lessee’s interest is specified herein, then the royalties and rental herein provided to be paid to the owner of the soil shall
be paid to him in the proportion which his interest bears to the entire undivided surface estate and the royalties and rental herein provided to be paid to
the Commissioner of the General Land Office of the State of Texas shall be likewise proportionately reduced. However, before Lessee adjusts the
royaity or rental due to the Commissioner of the General Land Office, Lessee or his authorized representalive must submit to the Commissioner of the
General Land Office a written statement which explains the discrepancy between the interest purportedly leased under this lease and the actual interest
owned by the owner of the soil. The Commissioner of the General Land Office shall be paid the value of the whole production allocable to any undivided
interes! not covered by a lease, less the proportionate development and production cost allocable to such undivided interest. However, in no event shall
the Commissioner of the General Land Office receive as a royalty on the gross production allocable to the undivided interest not leased an amount less
than the value of one-sixteenth (1/16) of such gross production.

(B) REDUCTION OF PAYMENTS. If, during the primary temm, a portion of the land covered by this lease is included within the boundarnes
of a pooled unit that has been approved by the School Land Board and the owner of the soil in accordance with Natural Resources Code Sections
52.151-52.154, or i, at any time after the expiration of the primary term or the extended term, this lease covers a lesser number of acres than the total
amount described herein, payments that are made on a per acre basis hereunder shall be reduced according to the number of acres pooled. released,
surrendered, or otherwise s d. so that pay ts determined on a per acre basis under the lerms of this lease during the primary term shall be
calculated based upon the number of acres outside the boundaries of a pooled unit, or, if after the expiration of the primary term, the number of acres
actually retained and covered by this lease.

21. USE OF WATER. Lessee shall have the right lo use waler produced on said land necessary for operations under this lease except water
from wells or tanks of the owner of the soil; provided, however, Lessee shall not use polable water or waler suitable for livestock or immgation purposes
for waterflood operalions without the prior consent of the owner of the soil.

22. AUTHORIZED DAMAGES. Lessee shall pay the owner of the soil for damages caused by ils operalions to all personal property,
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 depth.

24, WELL LOCATION LIMIT. No well shall be drilled nearer than two hundred (200) feet 1o any house or bam now on said premises without
the written consent of the owner of the soil.
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25. 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
recaplure all escaped hydrocarbons or other pollutant and shall be responsible for all damage to public and private properties. 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. Lessee shall, while conducting operations on the leased premises, keep said premises free of all rubbish, cans, bottles, paper cups or garbage,
and upon completion of operations shall restore the surface of the land to as near its original condition and contours as is practicable. Tanks and
equipment will be kept painted and presentable.

26. REMOVAL OF EQUIPMENT. Subject to limitations in this paragraph, Lessee shall have the right to remove machinery and fixtures placed
by Lessee on the leased premises, including the right to draw and remove casing, within one hundred twenty (120) days after the expiration or the
termination 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 capable of producing oil and gas in paying quanlities. Additionally, Lessee may nol draw and remove casing until after thirty (30) days waitten
notice to the Commissioner of the General Land Office and to the owner of the soil. The owner of the soil shall become the owner of any machinery,
fixtures, or casing which are nol timely 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 rights and estates of either
party to this lease may be assigned, in whole or in part, and the provisions of this lease shall extend to and be binding upon their heirs, devisees, legal
representatives, 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 rights, privileges and estates 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
a‘ter the owner of the soil (or his heirs, devisees, legal represeniatives or assigns) furnishes the Lessee with satisfactory written evidence of the change
in ownership, including the original recorded muniments of litle (or a certified copy of such original) when the ownership changed because of a
conveyance. A lotal or partial assignment of this lease shall, to the extent of the interest assigned, relieve and discharge Lessee of all subsequent
obligations under this lease. If this lease is assigned in its entirety as to only part of the acreage. the right 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 to 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 tendered: however, if the assignor or assignee does not file a certified
copy of such assignment in the General Land Office before the next rental paying date, the entire lease shall terminate for failure to pay the entire rental
due under Paragraph 3. Every assignee shall succeed lo all rights and be subject to all obligations, liabilities, and penalties owed to the State by the
original 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 this lease in whole or in
part 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
the agency power of the owner may be forfeited by the Commissioner. An assignment will be treated as if it were made to the owner of the soil if the
assignee is:

(1) a nominee of the owner of the soil;

(2) a corporation or subsidiary in which the owner of the soil is a principal stockholder or is an employee of such a corporation or subsidiary;

(3) a partnership in which the owner of the soil is a partner or is an employee of such a partnership;

(4) a principal stockholder or employee of the corporation which Is the owner of the soil:

(5) a partner or employee in a partnership which is the owner of the soil;

(6) a fiduciary for the owner of the soil; including but not limited to a guardian, trustee, execulor, administrator, receiver, or conservator for the

owner of the soil; or

(7) a family member of the owner of the soil or related to the owner of the soil by marriage. blood, or adoption.

28. RELEASES. Under the conditions contained in this paragraph and Paragraph 29, Lessee may at any time execute and deliver to the
owner of the soil and place of record a release or releases covering any portion or portions of the leased premises, and thereby surrender this lease as
1o such portion or portions, and be relieved of all subsequent obligations as to acreage surrendered. If any part of this lease is properly surrendered, the
delay rental due under this lease shall be reduced by the proportion that the surrendered acreage bears to the acreage which was covered by this lease
immediately prior to such surrender; however, such release will not relieve Lessee of any liabilities which may have accrued under this lease prior to the
surrender 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
recorded in the county where the land is situated, and the recorded instrument, or a copy of the recorded instrument certified 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 is not so filed, the rights acquired under this lease shall be subject to forfeiture at the option of the
Commissioner of the General Land Office.

30, DISCLOSURE CLAUSE. All provisions pertaining to the lease of the above-described land have been included in this instrument,
including the statement of the true consideration to be paid for the execution of this lease and the rights and duties of the parties. Any collateral
agreements concerning the development of oil and gas from the leased premises which are not contained in this lease render this lease invalid.

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. When the interests of the owner of the soil conflict with those of the State, the owner of the soil is obligated to put the State's

interests before his personal interests.

32. FORFEITURE. If Lessee shall fail or refuse to make the payment of any sum within thirty days after it becomes due, or if Lessee or an
authorized agent should knowingly make any false return or false report conceming production or drilling, or if Lessee shall fail or refuse to drill any
offset well or wells in good faith as required by law and the rules and regulations adopted by the Commissioner of the General Land Office, or If Lessee
should fail to file reports in the manner required by law or fail to comply with rules and regulations promulgated by the General Land Office, the School
Land Board, or the Railroad Commission, or if Lessee should 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 fumish 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 lo forfeiture by the
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Conimissioner, and he shall forfeit same when sufficiently informed of the facts which authorize a forfeiture, and when forfeited the area shall again be
subject to lease under the lerms of the Relinquishment Act. However, nothing herein shall be construed as waiving the automatic termination of this
lease by operation of law or by reason of any special limitation arising hereunder. Forfeitures may be set aside and this lease and all rights thereunder
reinstated before the rights of another intervene upon factory evid to the Commissi 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.

33. LIEN. In accordance with Texas Natural Resources Code 52.136, the State shall have a first lien upon all oil and gas produced from the
area covered by this lease lo 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 Texas Natural Resources Code 52.136 and any other applicable statutory lien, an
express contractual lien on and security interest in all leased minerals in and extracted from the leased premises, all proceeds which may accrue to
Lessee from the sale of such leased minerals, whether such proceeds are held by Lessee or by a third party, and all fixtures on and improvements to the
leased premises used in connection with the production or processing of such leased minerals in order to secure the payment of all royalties or other
amounts due or to become due under this lease and lo 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 securily interest may be foreclosed with or without court proceedings in
the manner provided in the Title 1, Chap. 9 of the Texas Business and Commerce Code. Lessee agrees thal the Commissioner may require Lessee (o
execute and record such instruments as may be reasonably necessary 1o acknowledge, attach or perfect this lien. Lessee hereby represents that there
are no prior or superior liens arising from and relaung to Lessee's activities upon the above-described property or from Lessee’s acquisition of this lease.
Should the Commissioner at any lime determine thal thus representation is not true, then the Commissioner may declare this lease forfeited as provided
herein.

34. POOLING. Lessee 1s hereby granted the ngnt to pool or unitize the royalty interest of the owner of the soil under this lease with any other
leasehold or mineral interest for the exploration. cevelopment and production of oil or gas or either of them upon the same terms as shall be approvec
by the Scnecl Land Boara and the Commussioner of the General Land Office for the pooling or unitizing of the interest of the Stale under this lease
pursuant 1o Texas Natural Resources Code 52.151-52.154. The owner of the soil agrees thal the inclusion of this provision in this lease satsfies the
execution requirements staled in Texas Natural Resources Code 52.152.

35. INDEMNITY. Lessee hereby releases and discharges the State of Texas and the owner of the soil, their officers. employees, partners,
agents, contractors, subcontractors, guests, invitees, and their respective successors and assigns, of and from all and any actions and causes of action
of every nature, or other hamm, including environmental harm, for which recovery of damages is sought, including, but not limited 1o, all losses and
expenses which are caused by the activities of Lessee, ils officers, employees, and agents arising out of, incidental to, or resulting from, the operations
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 lerms or provisions of this
Agreement, or by any other negligent or strictly liable act or omission of Lessee. Further, Lessee hereby agrees to be liable for, exonerate, indemnify,
defend and hold harmless the State of Texas and the owner of the soil, their officers, employees and agents, their SUCCesSors or assigns, against any
and all claims, liabilities, losses, damages, actions, personal injury (including death), costs and expenses, or other harm for which recovery of damages
Is sought, under any theory including tort, contract, or strict liability, including attorneys’ fees and other legal expenses, including those related o
environmental hazards, on the leased premises or in any way related o Lessee's failure to comply with any and all environmental laws; those arising
from or in any way related to Lessee's operations or any other of Lessee’s activities on the leased premises; those arising from Lessee’s use of the
surface of the leased premises; and those that may arise out of or be occasioned by Lessee’s breach of any of the terms or provisions of this Agreement
or any other act or omission of Lessee, its directors, officers, employees, partners, agents, contractors, subcontractors, guests, invitees, and their
respective successors and assigns. Each assignee of this Agreement, or an interest therein, agrees to be liable for, exonerate, indemnify, defend and
hold harmless the State of Texas and the owner of the soil, their officers, employees, and agents in the same manner provided above in connection with
the activities of Lessee, its officers, employees, and agents as described above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF
THE INDEMNITY OBLIGATIONS AND\OR 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 highest degree of care and all reasonable safeguards to prevent contamination or
pollution of any environmental medium, including soil, surface waters, groundwater, sediments, and surface or subsurface strala, ambient air or any
other environmental medium in, on, or under, the leased premises, by any waste, poliutant, or contaminant. Lessee shall not bring or permit to remain on
the leased premises any asbestos containing matenals, explosives, toxic materials, or substances regulated as hazardous wasles, hazardous matenals
hazardous substances (as the term “Hazardous Substance” is defined in the Comprehunsive Environmental Response, Compensation and Liability Act
(CERCLA), 42 U.S.C. Sections 9601, el seq.), or toxic substances under any federal, stale, or local law or regulation (*Hazardous Malenais”), except
ordinary products commonly used in connection with oil and gas exploration and development operations and stored in the usual manner and quantities
LESSEE'S VIOLATION OF THE FOREGOING 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 52.190, commonly
known as the Relinquishment Act, and other applicable stalutes and amendments thereto, and if any provision in this lease does not conform to these
statutes, the slatutes will prevail over any nonconforming lease provisions,
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38: EXECUTION. This oil and gas lease must be signed and acknowledged by the Lessee before it s filed of record in the county records and
in the General Land Office of the State of Texas. Once the filing requirements found in Paragraph 39 of this lease have been satisfied, the effective date
of this lease shall be the date found on Page 1.

39. LEASE FILING. Pursuant to Chapter 9 of the Texas Business and Commerce Code, this lease must be filed of record in the office of the
County Clerk in any county in which all or any part of the leased premises is localed, and certified copies thereof must be filed in the General Land
Office. This lease is not effective until a cerlified copy of this lease (which is made and certified by the County Clerk from his records) is filed in the
General Land Office in accordance with Texas Natural Resources Code 52.183. Additionally, this lease shall not be binding upon the State unless it
recites the actual and true consideration paid or promised for execution of this lease. The bonus due the State and the prescribed filing fee shall
accompany such certified copy to the General Land Office.

OF TEXAS STATE OF TEXAS
By e - TRUsTES BY:
IndividUally and as agent for the State of Texas Individually and as agent for the State of Texas
Date: _2-- 3« U Date:
STATE OF TEXAS STATE OF TEXAS
BY: BY:
Individually and as agent for the State of Texas Individually and as agent for the State of Texas

Date: Date:
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STATEOF __ /(" r/(:; J (CORPORATION ACKNOWLEDGMENT)

COUNTY OF |))1'¢:[((1 i

BEFORE ME, the undersigned authority, on this day personally appeared s
known to me to be the person whose name is subscnbed 1o the foregoing instruments as | : '- [ O
of (f| WY oW AR QLL[LH L2 (’;(_ ) gl an’fir. gl | and acknowledged to me that he
executed the same?or the purposes and consideration therein expressed, in the capacity stated, and as the act and deed of said corporation.

o —
Given under my hand and seal of office this tne _Ziﬂ;lday of ' JAAL o i A
N ; 1
DEBBIE CAROL WALKER k(n (e 00 i ’LDL/C L
MY COMMSSION EXPIRES —
October 21, 2011 Notary Publicinand for _/ { /{3 .

STATE OF (CORPORATION ACKNOWLEDGMENT)
COUNTY OF

BEFORE ME. the undersigned authonity, on this day personally appeared
known to me lo be the person whose name s subscribed 1o the foregoing instruments as
of and acknowiedged to me that he

executed the same for the purposes and consideration therein expressed, in the capacity stated, and as the acl and deed of said corporation.

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

Notary Public in and for

—— o
FIRALN
\ ey A\ (INDIVIDUAL ACKNOWLEDGMENT)

“Trudke.

STATE OF
FT Dol
countyor VAT TE0Q

; I
BEFORE ME, the undersigned authorily, on this day personally appeared m.l:" d L E\) G

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

—th (! e d \
Given under my hand and seal of office this the \ St day of V¢ A AAX r 20\

CNA L “q\“ e~ X a5 )
SO !‘\.‘ JALUM

i = . - —
Notary Public in and for " ©f _f_ T%:?I:C\ \cvt HL\‘ \\ i

STATE OF (INDIEDLS W@Gﬂmmz

R
)>."§ Notary Public, State of Texas
COUNTY OF y

My Commission Expires

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

known lo me to be the persons whose names are subscribed lo the foregoing instrument, and acknowledged 1o me that they execuled 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




s
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EXHIBIT “A”

Attached to and made a part of that certain Oil and Gas Lease dated January 5, 2011, by and
between the State of Texas, acting by and through its agent David Evans, Trustee of the
David Evans Exempt Trust, as Lessor and Energen Resources Corp., as Lessee.

In the event of conflict or inconsistency between the printed terms of this lease and these added
terms of this lease, the added terms shall control and be deemed to supersede the printed terms of
the lease.

1. Delay Rentals. At the end of the first anniversary date of this lease, Lessee shall have the
option to maintain this lease for an additional two (2) years by delivering delay rentals for the
second year in the amount of $31,830.00. One half (1/2) of the second year delay rental will be
paid to the Lessor and one half (1/2) will be paid to the State of Texas. Delay rental for the third
year are included in the second year delay rental and if the second year is paid then no additional
delay rentals are due under this lease.

2. Marketing/Other Costs. * Lessors' royalty on oil, gas and associated liquid or liquefiable
hydrocarbons shall never bear, either directly or indirectly, any costs or expenses to treat, store,
gather, separate, dehydrate, compress, pipe, transport or truck the same or any other cost or
expenses whatsoever, except any severance, excise, windfall or, other like and similar tax
imposed thereon. To the extent that this lease is deemed to be a "market value at the well” form
of lease, and the price on which Lessee pays royalties reflects any deductions for post-production
costs and expenses, Lessee covenants and agrees in addition to royalties paid on a "market value
at the well" basis, to pay Lessor an additional sum equal to the royalty share reserved in this
lease of all such post-production costs and expenses, including costs of production, gathering,
storing, separating, treating, dehydrating, compressing, processing, marketing, transporting and
otherwise making the oil, gas and other products produced hereunder ready for sale or use.”

3. Royalty Payments Due. “All royalties that may become due hereunder shall commence to
be paid on each well within ninety (90) days after the first day of the month following the month
during which any well is completed and commences production. Thereafter all royalties on oil
shall be paid to Lessor on or before the last day of the month following the month of production.
and all rovalties on gas shall be paid to Lessor on or before the last day of the second month
following the month of production. Royalties not paid when due shall bear interest payable to
Lessor. their heirs or assigns, at the rate of 2% above the prime rate as quoted by Chase Bank,
New York City, New York or its successors, commencing at the rate as quoted on the date such
pavment was due, and fluctuating thereafter as such rate fluctuates. Interest charges shall
commence on the date payment is due and shall continue until payment is made in full. In no
event shall the interest rate be greater than the maximum allowed by law. If royalty is not paid by
such due date, Lessor may give Lessee written notice (by certified mail, return receipt requested
to the addresses specified in this lease) of nonpayment of royalty, and if Lessors' royalty is not
paid on or before expiration of 30 days from Lessee's receipt of such notice. However, if there is
a bona fide dispute or a good faith question, based on an attorney’s written title opinion of
royalty entitlement, Lessee may pay Lessors' royalty to a trustee to be invested in interest-
bearing accounts pending resolution of the entitlement issue, with the interest to belong to the
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rightful royalty owner.” The contents contained herein paragraph number 3. shall apply only to
the owner of the surface and under no circumstance affect the Sate of Texas.

4. Oil and Gas Only. "It is further agreed and understood that this lease covers oil and gas
only (including, with all oil and gas, all constituent elements thereof and all other liquid or
liquefiable hydrocarbons and products of every kind and character derived therefrom and
produced therewith), and all minerals other than oil and gas are excepted here-from and reserved
to Lessor, including, but not limited to, coal, lignite and uranium.”

5. Pooling:

All pooling terms and provisions hereafter described are subject to approval by the School Land
board.

Oil:  Without Lessor’s prior written consent, which shall not be unreasonably withheld, Lessee
may not pool any of the above described land for an oil well, unless Lessee includes at least one
half of the leased premises within the pooled unit; however, pooling for oil shall be allowed if
pooling is to include lands in the SE/2 of Section 36, Block 2, H&GN RR. Co. Survey, Reeves
County. Texas. Under no circumstance shall pooling for oil exceed 320 acres. And under no
circumstances will less than one half of the leased premises be included in any pooled unit.
Gas: In the event Lessee elects to pool or unitize the above described land with other land or
leases for the production of gas and related hydrocarbons from a vertical well, then any gas unit
or units so formed may not exceed 180 acres. In the event Lessee elects to pool or unitize the
above described land with other land or leases for the production of gas and related hydrocarbons
from a horizontal well, then any gas unit or units so formed may not exceed 320 acres,

6. Restrictions on Gas Pooling:

All pooling terms and provisions hereafter described are subject to approval by the School Land
board.

When The Unit Well Is On Other Lands:

Notwithstanding anything herein contained to the contrary, unless otherwise agreed to in writing
by Lessor, in the event a portion or portions of the leased premises are pooled or unitized with
other lands or leases so as to form a gas pooled unit or units and the unit well is not situated on
the leased premises, then in such event, not less than one-half of any such gas pooled unit shall
be comprised of the leased premises; provided, however, should an insufficient amount of the
leased premises be available to fulfill this requirement, then in such event, all of the then
remaining acreage out of the leased premises not previously allocated to a well or wells shall be
included in said gas pooled unit or units. Lessor's consent herein shall not be unreasonably
withheld.

When The Unit Well Is On The Leased Premises:

Furthermore, unless otherwise agreed to in writing, in the event a portion or portions of the
leased premises are pooled or unitized with other lands or leases so as to form a gas pooled unit
or units and the unit well is situated on the leased premises, then in such event, Lessee shall
include all of the herein leased premises or all of the then remaining available acreage out of the
leased premises not previously allocated to a well or wells, whichever the case may be, into said
gas pooled unit or unit. Lessor's consent herein shall not be unreasonably withheld.

7. Depth Clause. “Notwithstanding anything to the contrary contained herein one (1) year after
the expiration of the primary term or after all continuous development operations have ceased,
after the primary term, whichever is the later, shall release all depths 100 feet below the deepest
producing strata in the well or wells located within the individual Retained Tract.”

—
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8. Indemnity. “Lessee assumes all risk and liability of any kind and nature incident to,
occasioned by or resulting in any manner from Lessee’s operations hereunder, except that
occasioned by Lessor’s own gross negligence. Lessee agrees to keep said land duly and fully
protected against liens of every character arising in connection with, or resulting from, said
operations, and agrees to indemnify and hold Lessor, and its respective representatives,
successors and assigns, harmless from and against any and all liens, demands, costs, expenses,
attorney’s fees, penalties, fines, remedial costs, restorations costs, judgments, suits and claims of
any kind for damages occasioned by, or on account of] Lessee’s (including Lessee’s servants,

.uui agents, invitees, employees or independent contractors) operations, and against all claims for
i E property damage, personal injury or death sustained by any person or persons whomsoever,
§saeee natural or corporate, in connection with, or resulting from Lessee’s operation hereunder, and
. whether or not involving active or passive negligence on the part of Lessee or its agents,
ne contractors or emplovees.
HIR This lease. and all of the rights of Lessee hereunder, is made subject to all federal, state and local

laws, rules. orders and regulations pertaining in any way to protection of air, water, earth,
environmentally sensitive or threatened plant or animal life or any other part of the ecological

. system. Lessee at its cost shall comply with all such laws, rules, and regulations (herein called
o the “Environmental Laws™). Lessee shall defend, indemnify and hold Lessor harmless from any
Tans and all liability, losses, claims notices, suits, damages, remedial work and causes arising from or

connected with (i) any failure to comply with any Environmental Law, and/or (ii) the physical
condition of the Leased Premises, to the extent such condition is caused, in whole or in part, due
to the actions or inactions of the Lessee, its employees, representatives, agents or assigns. The
amounts covered by Lessee’s indemnification of Lessor contained in the Preceding sentence
shall include attorneys’ fees and court costs. AND THE INDEMNIFICATION SHALL APPLY
REGARDLESS OF WHETHER LESSEE WAS NEGLIGENT, IN WHOLE OR IN PART.

It is further specifically provided that in the event it becomes necessary for Lessor to employ an
attorney or attorneys to enforce any of Lessee’s obligations hereunder and Lessor is successful in
any court action to enforce the same, Lessee agrees to pay all reasonable attorney’s fees and
court costs incurred by Lessor in connection herewith.

9. Production In-Kind. “Lessor may, at his option and sole risk, cost and expense, 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 the Lessor under this Lease be made in kind. Except during such
periods as Lessor may be receiving the same in kind, Lessee shall always be obligated to market
Lessor's royalty oil ratably with its own oil and at the same price, and Lessee shall also always be
obligated to reasonably market gas produced from the Leased Premises and to prevent the
drainage of gas therefrom. Without the prior written consent of Lessor, Lessee may not pay any
royalty in kind. Lessee may not enter into any hedging transactions or forward sales agreements
with a term greater than one year.”

10. Information. “Upon written request, lessee shall provide lessor with copies of any title
opinions, abstracts, or landman’s runsheets that are obtained by lessee. Lessee shall inform
lessor, in writing, of any litigation or liens that will affect the lease.”

11. Shut In Royalty Limitation. *“Notwithstanding anything to the contrary herein, it is
understood and agreed that this lease may not be maintained in force for any one continuous
period of time longer than two (2) consecutive years after the expiration of the primary term
hereof solely by the provisions of the shut-in royalty clause.”
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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 comect photographic copy of the
original record now in my lawful custody and possession, as the same is

SR T STl

O, |herebycertifedon 03/17/2011




Book S68 PacE S22 MF )21 %48

FILE# 1103

Ge.ierai Land Office
Relinquistme.t Act Lease Form
Revised, September 1997

Augtin, Texas

OIL AND GAS LEASE
THIS AGREEMENT is made and entered into this 5th _____ day of January 2011 . bet 1 the State of Texas, acting
by and through its agent, Steven Bales Toon
of 5869 Valley Forge, Houston, TX 77057
(Give Permanent Address)
said agent herein referred to as the owner of the soil (whether one or more), and Energen Resources Corp
of 3300 North "A” Street Building 4, Suite 100, Midland, TX. 79705 hereinafter called Lessee

(Give Permanent Address)

1. GRANTING CLAUSE. For and in consideration of the amounts stated below and of the covenants and agreements to be paid, kept and
performed by Lessee under this lease. the State of Texas acting by and through the owner of the soil, hereby grants, leases and lels unlo Lessee, for
the sole and only purpose of prospecting and drilling for and producing oil and gas, laying pipe lines, building tanks, sloring oil and building power
stations, telephone lines and other structures thereon, to produce, save, lake 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 NW/2 of Section 36, Block 2, H&GN RR Co. Survey
SEE EXHIBIT "A" ATTACHED HERETO AND MADE APART HEREOF

containing 318.30 acres, more or less. The bonus consideration paid for this lease is as follows:

To the State of Texas: Thrity-Nine Thousand Seven Hundred Eighty-Seven ———and-——-50/100-—eereeeere
Dollars ($39.767.50 )
To the owner of the soil: hrity-Nine Thousand Seven Hundred Eighty-Seven —————-gnd-—-30/100-——eeerre
Dollars ($39,787.50 )
Total bonus consideration: Seventy-Nine Thousand Five Hundred Seventy-Five and-———No/100's———-——
Dollars ($79.575.00 )
The total bonus consideration paid represents a bonus of One Thousand Five Hundred —————-and—-———N0/100'§-—--—--e---

Dollars ($1.500.00 ) per acre, on 53.05 net acres.

2. TERM. Subject to the other provisions in this lease, this lease shall be for a term of three (3) years from
this date (herein called "primary term”) and as long thereafter as oil and gas, or either of them, is produced in paying quantities from said land. As used
in this lease, the term “produced in paying quantities” means that the receipts from the sale or other authorized commercial use of the substance(s)
covered exceed out of pocket operational expenses for the six months last past.
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3. DELAY RENTALS. If no well is commenced on the leased premises on or before one (1) year from this date, this lease shall terminate,
unless on or before such anniversary date Lessee shall pay or tender to the owner of the sail or to his credit in the

Bank, at
or its successors (which shall continue as the depository regardless of changes in the ownership of said land), the amount specified below; in addition,
Lessee shall pay or tender to the COMMISSIONER OF THE GENERAL LAND OFFICE OF THE STATE OF TEXAS, AT AUSTIN, TEXAS, a like sum on
or before said date. Payments under this paragraph shall operate as a rental and shall cover the privilege of deferring the commencement of a well for
one (1) year from said date. Payments under this paragraph shall be in the following amounts:

To the owner of the soil: Seven Thousand Nine Hundred Fifty-Seven ——and——50/100———-
Dollars ($7,957.50 )

To the State of Texas: Seven Thousand Nine Hundred Fifty-Seven ——-—and-——>50/100-——
Dollars ($7,957.50 )

Total Delay Rental: Fifteen Thousand Nine Hundred Fiftenn and No/100's
Dollars ($15,915.00 )

In a like manner and upon like payments or lenders annually, the commencement of a well may be further deferred for successive periods of one (1)
year each during the primary term. All payments or tenders of rental to the owner of the soil may be made by check or sight draft of Lessee, or any
assignee of this lease, and may be delivered on or before the rental paying date. If the bank designated in this paragraph (or its successor bank) should
cease 1o exisl, suspend business, liquidate, fail or be succeeded by another bank, or for any reason fail or refuse to accept rental, Lessee shall not be
held in default for failure to make such payments or tenders of rental until thirty (30) days after the owner of the soil shall deliver to Lessee a proper
recordable instrument naming another bank as agent lo receive such payments or tenders.

4. PRODUCTION ROYALTIES. Upon production of oil and/or gas, Lessee agrees to pay or cause to be paid one-half (1/2) of the royalty
provided for in this lease to the Commissioner of the General Land Office of the State of Texas, at Austin, Texas, and one-half (1/2) of such royalty 1o the
owner of the soll:

(A) OIL. Royalty payable on oil, which is defined as including all hydrocarbons produced in a liquid form at the mouth of the well and also as
all condensate, distillate, and other liquid hydrocarbons recovered from oil or gas run through a separator or other equipment, as hereinafler provided,
shall be 1/4 part of the gross production or the market value thereof, at the option of the owner of the soil or the Commissioner of the General
Land Office, 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 leased premises is sold, used or processed in a plant, it will be run free of cost to the royalty owners through an adequate oil
and gas separator of conventional type. or other equipment at least as efficient, so that all liquid hydrocarbons recoverable from the gas by such means
will be recovered. The requirement that such gas be run through a separalor or other equipment may be waived, in writing, by the royalty owners upon
such terms and conditions as they prescribe.

(B) NON PROCESSED GAS. 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) shall be 1/4 part of the gross production or the market value thereof, at the
option of the owner of the soil or the Commissioner of the General Land Office, such value to be based on the highest market price paid or offered for
gas of comparable quality in the general area where produced and when run, or the gross price paid or offered to the producer, whichever is the greater;
provided that the maximum pressure base in measuring the gas under this lease shall nol at any time exceed 14.65 pounds per square inch absolute,
and the standard base temperature shall be sixty (60) degrees Fahrenheit, correction to be made for pressure according to Boyle's Law. and for specific
gravity according to tests made by the Balance Method or by the moslt approved method of testing being used by the industry at the time of testing.

(C) PROCESSED GAS. Royalty on any gas processed in a gasoline plant or other plant for the recovery of gasoline or other liquid
hycrocarbons shall be 1/4 part of the residue gas and the liquid hydrocarbons extracted or the market value thereof, at the option of the owner
of the soil or the Commissioner of the General Land Office. All royalties due herein shall be based on one hundred percent (100%) of the total plant
production of residue gas attributable to gas produced from this lease, and on fifty percent (50%), or that percent accruing lo 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 i then the p tage applicable to liquid
hydrocarbons shall be fifty percent (50%) or the highest percent accruing to a third party processing gas through such plant under a processing
agreement negotiated at arm's 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. 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, bumning or any other processing shall be 1/4 part of
the gross production of such products, or the market value thereof, at the option of the owner of the soil or the Commissioner of the General Land Office,
such market value to be determined as follows: 1) on the basis of the highest markel price of each product for 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,

5. 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 under this lease in no event shall be less than an amount equal to the total annual delay rental herein provided. 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 the total annual rental less the
amount of royalties paid during the preceding year. If Paragraph 3 of this lease does not specify a delay rental amount, then for the purposes of this
paragraph, the delay rental amount shall be one dollar ($1.00) per acre.
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6. ROYALTY IN KIND. Notwithstanding any other provision in this lease, at any time or from time to lime, the owner of the soil or the
Commissioner of the General Land Office may, al the option of either, upon not less than sixty (60) days notice to the holder of the lease, require that the
payment of any royallies accruing to such royalty owner under this lease be made in kind. The owner of the soil's or the Commissioner of the General
Land Office’s right to take its royalty in kind shall not diminish or negate the owner of the soil's or the Commissioner of the General Land Office’s rights
or Lessee's obligations, whether express or implied, under this lease.

7. NO DEDUCTIONS. Lessee agrees that all royallies accruing under this lease (including those paid in kind) shall be without deduction for
the cost of producing, gathering, storing, separalting, treating, dehydrating, compressing, processing, transporting, and othermise making the oil, gas and
other products hereunder ready for sale or use. Lessee ag to pute and pay royalties on the gross value received, including any reimbursements
for severance taxes and production related costs.

8. 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 any other provision of this lease, and subject to the written consent of
the owner of the soil and the Commissioner of the General Land Office, Lessee may recycle gas for gas lift purposes on the leased premises or for
Injection into any oil or gas producing formation underlying the leased premises after the liquid hydrocarbons contained in the gas have been removed;
no royalties shall be payable on the recycled gas until it is produced and sold or used by Lessee in a manner which entities the royalty owners to a
royalty under this lease.

9. 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
1S due and must be recewed in the General Land Office on or before the 5th day of the second month succeeding the month of production, and royaity
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 producbon.
accompanied by the affidavit of the owner, manager or other authorized agent, completed in the form and manner prescribed by the General Land Office
and showing the gross amount and disposition of all oil and gas produced and the market value of the oil and gas. together with a copy of all cocuments,
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 royaity or $25.00, whichever is
greater. A royalty payment which is over thirty (30) days late shall accrue a penalty of 10% of the royalty due or $25.00 whichever is greater. In addition
to a penalty, royalties shall accrue interest at a rate of 12% per year; such interest will begin to accrue when the royalty is sixty (60) days overdue.
Affidavits and supporting documents which are nol filed when due shall incur a penalty in an amount set by the General Land Office administrative rule
which is effective on the date when the affidavits or supporting documents were due. The Lessee shall bear all responsibility for paying or causing
royalties to be paid as prescribed by the due date provided herein. Payment of the delinquency penalty shall in no way operate to prohibit the State's
right of forfeiture as provided by law nor act to postpone the date on which royalties were originally due. The above penalty provisions shall not apply in
cases of title dispute as lo the State's portion of the royalty or to that portion of the royalty in dispute as to fair markel value.

10. (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 fumish said Commissioner with copies of
all contracts under which gas is sold or processed and all subsequent agreements and amendments o such contracts within thirty (30) days after
enlering 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, melers, and pipelines shall at all limes be subject lo inspection and examination by the Commissioner of the General Land Office, the
Altorney General, the Governor, or the representative of any of them.

(B) PERMITS, DRILLING RECORDS. Written notice of all operations on this lease shall be submitted to the Commissioner of the General
Land Office by Lessee or operalor five (5) days before spud dale, workover, re-entry, temporary abandonment or plug and abandonment of any well or
wells. Such written notice to the General Land Office shall include copies of Railroad Commission forms for application to drill. Copies of well tests.
completion reports and plugging reports shall be supplied to the General Land Office at the time they are filed with the Texas Railroad Commission. All
applications, permits, reports or other filings thal reference this lease or any specific well on the leased premises and that are submitted to the Texas
Railroad Commission or any other governmental agency shall include the word “State” in the title. Additionally, in accordance with Railroad Commission
rules, any signage on the leased premises for the purpose of identifying wells, tank batteries or other associated improvements to the land must also
include the word “State.” Lessee shall supply the General Land Office with any records, memoranda, accounts, reports, cultings and cores, or other
Information relative to the operation of the above-described premises, which may be requested by the General Land Office. in addition to those herein
expressly provided for. Lessee shall have an electrical and/or radioactivity survey made on the bore-hole section, from the base of the surface casing to
the total depth of well, of all weils drilled on the above described premises and shall transmit a true copy of the log of each survey on each well to the
General Land Office within fifteen (15) days after the making of said survey.

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

11. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, during the primary term hereof and prior to discovery and
production of oil or gas on said land, Lessee should drill a dry hole or holes thereon, or if during the primary term hereof and after the discovery and
actual production of oil or gas from the leased premises such production thereof should cease from any cause, this lease shall not terminate if on or
before the expiration of sixty (60) days from date of completion of said dry hole or cessation of production Lessee commences additional drilling or
reworking operations thereon, or pays or tenders the next annual delay rental in the same manner as provided in this lease. If, during the last year of the
primary term or within sixty (60) days prior thereto, a dry hole be completed and abandoned, or the production of oil or gas should cease for any cause,
Lessee’s rights shall remain in full force and effect without further operations until the expiration of the primary term; and if Lessee has nol resumed
production in paying quantilies at the expiration of the primary term, Lessee may maintain this lease by conducting additional drilling or reworking
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operations pursuant to Paragraph 13, using the expiration of the primary term as the date of cessation of production under Paragraph 13, Should the first
well or any subsequent well drilled on the above described land be completed as a shut-in oil or gas well within the primary term hereof, Lessee may
resume payment of the annual rental in the same manner as provided herein on or before the rental paying date following the expiration of sixty (60)
days from the date of completion of such shut-in oil or gas well and upon the failure to make such payment, this lease shall ipso facto terminate. If at the
expiration of the primary term or any time thereafter a shut-in oil or gas well is located on the leased premises, payments may be made in accordance
with the shut-in provisions hereof.

12. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. If, at the expiration of the primary term, neither oil nor gas is being
produced on said land, bul Lessee is then engaged in drilling or reworking operalions thereon, this lease shall remain in force so long as operations on
said well or for drilling or reworking of any additional wells are prosecuted in good faith and in workmanlike manner without interruptions totaling more
than sixty (60) days during 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
in paying quantities from said land, or payment of shut-in oil or gas well royalties or compensatory royalties is made as provided in this lease.

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

14. SHUT-IN ROYALTIES. For purposes of this paragraph, "well* means any well that has been assigned a well number by the stale agency
having jurisdiction over the production of oil and gas. If, at any lime after the expiration of the primary term of a lease that, until being shut in, was being
maintained in force and effect, a well capable of producing oil or gas in paying quantilies is located on the leased premises, but oil or gas is nol being
produced for lack of suitable production facilities or lack of a suitable market, then Lessee may pay as a shut-in oil or gas royalty an amount equal to
double the annual rental provided in the lease, but not less than $1,200 a year for each well capable of producing oil or gas in paying quantities. If
Paragraph 3 of this lease does nol specify a delay rental amount, then for the purposes of this paragraph, the delay rental amount shall be one doliar
($1.00) 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 lo produce oil or gas from the leased premises, or (3) 60 days after Lessee completes a drilling or reworking operation in accordance
with the lease provisions; whichever date is latesl. Such payment shall be made one-half (1/2) to the Commissioner of the General Land Office and one-
half (1/2) to the owner of the sail. If the shut-in oil or gas royalty is paid, the lease shall be considered to be a producing lease and the payment shall
extend the term of the lease for a period of one year from the end of the primary term, or from the first day of the month following the month in which
production ceased, and, after that, if no suitable production facilities or suitable market for the oil or gas exists, Lessee may extend the lease for four
more successive periods of one (1) year by paying the same amount each year on or before the expiration of each shut-in year.

15. COMPENSATORY ROYALTIES. If, during the period the lease is kept in effect by payment of the shut-in oil or gas royalty, oil or gas is
sold and delivered in paying quantities from a weil located within one thousand (1,000) feet of the leased premises and completed in the same producing
reservoir, or in any case in which drainage is occurring, the right to continue to maintain the lease by paying the shut-in oil or gas royalty shall cease, but
the lease shall remain effective for the remainder of the year for which the royalty has been paid. The Lessee may maintain the lease for four more
successive years by Lessee paying compensatory royalty at the royalty rate provided in the lease of the market value of production from the well causing
the drainage or which is completed in the same producing reservoir and within one thousand (1,000) feet of the leased premises. The compensatory
royalty is to be paid monthly, one-half (1/2) to the Commissioner of the General Land Office and one-half (1/2) to the owner of the soil, beginning on or
before the last day of the month following the month in which the oil or gas is produced from the well causing the drainage or that is completed in the
same producing reservoir and located within one thousand (1,000) feet of the leased p If the P tory royalty paid in any 12-month period
is an amount less than the annual shut-in oil or gas royalty, Lessee shall pay an amount equal to the difference within thirty (30) days from the end of the
12-month period. Compensatory royalty payments which are not timely paid will accrue penalty and interes! in accordance with Paragraph 9 of this
lease. None of these provisions will relieve Lessee of the obligation of reasonable development nor the obligation to drill offset wells as provided in
Texas Natural Resources Code 52.173; however, at the determination of the Commissioner, and with the Commissioner's written approval, the payment
of compensatory royalties can satisfy the obligation to drill offset wells.

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

(A) VERTICAL. In the event this lease is in force and effect two (2) years after the expiration date of the primary or extended term it shall then
terminate as to all of the leased premises, EXCEPT (1) 40 acres surrounding each oil well capable of producing in paying quantities and 320 acres
surrounding each gas well capable of producing in paying quantities (including a shut-in oil or gas well as provided in Paragraph 14 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 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 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 authority having jurisdiction. 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 to said well or wells for production purposes.
Notwithstanding the termination of this lease as to a portion of the lands covered hereby, Lessee shall nevertheless conlinue to have the right of ingress
to and egress from the lands still subject to this lease for all purposes described in Paragraph 1 hereof, together with easements and rights-of-way for
exisling roads, existing pipelines and other existing facilities on, over and across all the lands described in Paragraph 1 hereof (“the retained lands"), for
access to and from the retained lands and for the gathering or transportation of oil, gas and other minerals produced from the retained lands.
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(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 16 (A) above, unless on or before two (2) years after the primary or extended term Lessee pays an amount equal lo one-half (1/2) of the
bonus originally paid as consideration for this lease (as specified on page 1 hereof). If such amount is paid, this lease shall be in force and effect as to
such deeper depths, and said termination shall be delayed for an additional period of two (2) years and so long thereafter as oil or gas is produced in
paying quantilies 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 cenler thereof, or such other shape as may be approved by the Commissioner of the General Land Office. 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 nol retained hereunder. The recorded release. or a certified copy of same, shall be filed in the General
Land Office, accompanied by the filing fee prescribed by the General Land Office rules in effect on the date the release is filed. If Lessee fails or refuses
to execute and record such release or releases within ninety (90) days after being requested to do so by the General Land Office, then the
Commissioner at his sole discretion may designate by written instrument the acreage and/or depths to be released hereunder and record such
instrument at Lessee’s expense in the county or counties where the lease is located and in the official records of the General Land Office and such
designation shall be binding upon Lessee for all purposes.

17. OFFSET WELLS. Neither the bonus, delay rentals, nor royalties paid, or to be paid, under this lease shail relieve Lessee of his obligation
to protect the oil and gas under the above-described land from being drained. Lessee. sublessee, receiver or other agent in control of the leased
premises shall drill 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 should be produced in commercial quantities within 1,000 feet of the leased premises,
of in any case where the leased premises is being drained by production of oil or gas. the Lessee, sublessee, receiver or other agent in control of the
leased premises shail in good faith begin the dnilling of a well or wells upon the leased premises within 100 days after the draining well or weils or the
well or wells completec withun 1,000 feet of the leased premises stan producing in commercial quantbes and shall prosecute such dnlling wath diligence
Failure to sausfy the statutory offset obligation may subject this lease and the owner of the soil's agency nights to forfeiture. Only upon the determinaton
of the Commissioner of the General Land Office and with his written approval may the payment of compensatory royaity under apphcable statutory
parameters salisfy the obligation to drill an offsel well or wells required under this paragraph.

18. FORCE MAJEURE. II, after a good faith efforl, Lessee is prevented from complying with any express or implied covenant 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, rebellion, nots.
strikes, acts of God, or any valid order, rule or regulation of government authority, then while so prevented, Lessee’s obligation to comply with such
covenant shall be suspended and Lessee shall not be liable for damages for failure to comply with such covenants; additionally, this lease shall be
exlended while Lessee is prevenled, by any such cause, from conducting drilling and reworking operations or from producing oil or gas from the leased
premises. However, nothing in this paragraph shall suspend the payment of delay rentals in order to maintain this lease in effect during the primary term
in the absence of such drilling or reworking operations or production of oil or gas,

19. WARRANTY CLAUSE. The owner of the soil warrants and agrees lo defend title to the leased premises. If the owner of the soil defaults
in payments owed on the leased premises, then Lessee may redeem the rights of the owner of the soil in the leased premises by paying any mortgage
taxes or other liens on the leased premises. If Lessee makes payments on behalf 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 soil.

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soil owns less than the entire undivided surface estate in the above
described land, whether or not Lessee's interest is specified herein, then the royallies and rental herein provided to be paid to the owner of the soll shall
be paid to him in the proportion which his interest bears to the enlire undivided surface estate and the royalties and rental herein provided lo be paid to
the Commissioner of the General Land Office of the State of Texas shall be likewise proportionately reduced. However, before Lessee adjusts the
royalty or rental due to the Commissioner of the General Land Office, Lessee or his authorized representative must submit to the Commissioner of the
General Land Office a written statement which explains the discrepancy between the interest purportedly leased under this lease and the actual interest
owned by the owner of the soil. The Commissioner of the General Land Office shall be paid the value of the whole production allocable to any undivided
interest nol covered by a lease, less the proportionate development and production cost allocable lo such undivided interesl. However, in no evenl shall
the Commissioner of the General Land Office receive as a royalty on the gross production allocable to the undivided interest not leased an amount less
than the value of one-sixteenth (1/16) of such gross production.

(B) REDUCTION OF PAYMENTS. If, during the primary term, a portion of the land covered by this lease is included within the bouncanes
of a pooled unit that has been approved by the School Land Board and the owner of the soil in accordance with Natural Resources Code Secuons
52.151-52.154, or if, at any time after the expiration of the primary term or the extended term, this lease covers a lesser number of acres than the total
amount described herein, payments that are made on a per acre basis hereunder shall be reduced according to the number of acres pooled, released,
surrendered, or otherwise severed, so thal 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 oulside the boundaries of a pooled unit, or, if after the expiration of the primary term, the number of acres
actually retained and covered by this lease.

21. USE OF WATER. Lessee shall have the right to use waler produced on said land necessary for operations under this lease excepl water
from wells or tanks of the owner of the soil; provided, however, Lessee shall nol use potable water or water suitable for livestock or irrigation purposes
for waterflood operations without the prior consent of the owner of the soil.

22. AUTHORIZED DAMAGES. Lessee shall pay the owner of the soil for damages caused by its operations to all personal property,
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 depth.

24. WELL LOCATION LIMIT. No well shall be drilled nearer than two hundred (200) feelt to any house or barn now on said premises without
the written consent of the owner of the soil.
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25, POLLUTION. In developing this area, Lessee shall use the highest degree of care and all proper safeguards to prevent pollution, Without
limiting *he 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 waler contamination. In the event of pollution, Lessee shall use all means at its disposal to
recapture all escaped hydrocarbons or other pollutant and shall be responsible for all damage to public and private properties. Lessee shall build and
maintain fences around its slush, sump, and drainage pits and tank balteries 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. Lessee shall, while conducting operations on the leased premises, keep said premises free of all rubbish, cans, bottles, paper cups or garbage,
and upon completion of operations shall restore the surface of the land to as near its original condition and contours as is practicable. Tanks and
equipment will be kept painted and presentable.

26. REMOVAL OF EQUIPMENT. Subject to limitations in this paragraph, Lessee shall have the right lo remove machinery and fixtures placed
by Lessee on the leased premises, including the right to draw and remove casing, within one hundred twenty (120) days after the expiration or the
termination 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 capable of producing oil and gas in paying quantities. Additionally, Lessee may not draw and remove casing until after thirty (30) days written
notice to the Commissioner of the General Land Office and to the owner of the soil. The owner of the soil shall become the owner of any machinery,
fixtures, or casing which are not timely 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 rights and estates of either
party to this lease may be assigned, in whole or in part, and the provisions of this lease shall extend to and be binding upon their heirs, devisees, legal
representatives, 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 rights, privileges and estates 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
a'ter the owner of the soil (or his heirs, devisees, legal representalives or assigns) fumishes the Lessee with satisfactory written evidence of the change
in ownership. including the onginal recorded muniments of title (or a certified copy of such original) when the ownership changed because of a
conveyance. A total or partial assignment of this lease shall, to the extent of the interes! assigned, relieve and discharge Lessee of all subsequent
obligations under this lease. If this lease s assigned in its entirety as to only part of the acreage, the right and option to 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 to 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 tendered; however, if the assignor or assignee does not file a certified
copy of such assignment in the General Land Office before the next rental paying date, the entire lease shall terminate for failure to pay the entire rental
due under Paragraph 3. Every assignee shall succeed to all rights and be subject to all obligations, liabilities, and penalties owed to the State by the
original lessee or any prior 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 this lease in whole or in
part 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
the agency power of the owner may be forfeited by the Commissioner. An assignment will be trealed as if it were made to the owner of the soil if the
assignee Is:

(1) a nominee of the owner of the soil;

(2) a corporation or subsidiary in which the owner of the soil is a principal stockholder or is an employee of such a corporation or subsidiary;

(3) a partnership in which the owner of the soil is a partner or is an employee of such a partnership;

(4) a principal stockholder or employee of the corporation which is the owner of the soil;

(5) a partner or employee in a partnership which is the owner of the soil;

(6) a fiduciary for the owner of the soil; including but not limited to a guardian, trustee, executor, administrator, receiver, or conservator for the

owner of the soil; or

(7) a family member of the owner of the soll or related to the owner of the soil by marriage, bloed, or adoption,

28. RELEASES. Under the conditions contained in this paragraph and Paragraph 29, Lessee may at any lime execute and deliver 1o the
owner of the soil and place of record a release or releases covering any portion or portions of the leased premises, and thereby surrender this lease as
to such portion or portions, and be relieved of all subsequent obligations as lo acreage surrendered. If any part of this lease is properly surrendered, the
delay rental due under this lease shall be reduced by the proportion that the surrendered acreage bears to the acreage which was covered by this lease
immediately prior to such surrender; however, such release will not relieve Lessee of any liabilities which may have accrued under this lease prior to the
surrender 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 mus! be
recorded in the county where the land is situaled, and the recorded instrument, or a copy of the recorcied instrument certified by the County Clerk of the
county in which the instrument is recorded, musl be filed in the General Land Office within 80 days of the last date panied by the
prescribed filing fee. If any such assignment is not so filed, the rights acquired under this lease shall be subject to forfeiture at the option of the
Commissioner of the General Land Office.

30. DISCLOSURE CLAUSE. All provisions pertaining o the lease of the above-described land have been included in this instrument,
including the statement of the true consideration to be paid for the execution of this lease and the rights and duties of the parties. Any collateral
agreements concerning the development of il and gas from the leased premises which are not contained in this lease render this lease invalid.

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. When the interests of the owner of the soil conflict with those of the State, the owner of the soil is obligated to put the State's
interests before his personal interests.

32. FORFEITURE. If Lessee shall fail or refuse to make the payment of any sum within thirty days after it becomes due, or if Lessee or an
authorized agent should knowingly make any false retumn or false report conceming production or drilling, or if Lessee shall fail or refuse to drill any
offset well or wells in good faith as required by law and the rules and regulations adopted by the Commissioner of the General Land Office, or if Lessee
should fall 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 if Lessee should refuse the proper authority access to the records pertaining lo operations, or if Lessee or
an authorized agent should knowingly fail or refuse o give correct information to the proper authority, or knowingly fail or refuse to fumnish the General
Land Office a comect 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
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Commissioner, and he shall forfeit same when sufficiently informed of the facts which authorize a forfeiture, and when forfeited the area shall again be
subject to lease under the tems of the Relinquishment Act. However, nothing herein shall be construed as waiving the automatic termination of this
lease by operation of law or by reason of any special limitation arising hereunder. Forfeitures may be set aside and this lease and all rights thereunder
reinstated before the rights of another intervene upon satisfactory evidence to the Commissioner of the General Land Office of future compliance with
the provisions of the law and of this lease and the rules and regulations that may be adopled relative hereto.

33. LIEN. In accordance with Texas Natural Resources Code 52.136, the State shall have a first lien upon all oll 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 Texas Natural Resources Code 52.136 and any other applicable statutory lien, an
express contractual lien on and security interest in all leased minerals in and extracted from the leased premises, all proceeds which may accrue to
Lessee from the sale of such leased minerals, whether such proceeds are held by Lessee or by a third party, and all fixtures on and improvements lo 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 o secure payment of any damages or loss thal Lessor may suffer by reason of Lessee’s breach of
any covenant or condition of this lease, whether express or implied. This lien and security interest may be foreclosed with or without court proceedings in
the manner provided in the Title 1, Chap. 9 of the Texas Business and Commerce Code. Lessee agrees that the Commissioner may require Lessee lo
execute and record such instrumenls as may be reasonably necessary o acknowtedge, attach or perfect this lien. Lessee hereby represents thal there
are no prior or superior liens arising from and relating to Lessee’s activities upon the above-described property or from Lessee's acquisition of this lease.
Should the Commissioner at any time determine that this representation is not true, then the Commissioner may declare this lease forfeited as provided
herein.

34. POOLING. Lessee is hereby granted the right to pool or unitize the royaity interest of the owner of the soil under this lease with any other
leasehold or mineral interest for the expioration, development and production of oil or gas or either of them upon the same terms as shall be approved
by the School Land Board and the Commissioner of the General Land Office for the pooling or unitizing of the interest of the State under this lease
pursuant to Texas Natural Resources Code 52.151-52.154. The owner of the soil agrees that the inciusion of thus provision in this lease satsfies the
execution requirements stated in Texas Natural Resources Code 52.152.

35. INDEMNITY. Lessee hereby releases and discharges the State of Texas and the owner of the soil, their officers, employees. partners,
agents, contractors, subcontractors, guests, invitees, and their respective successors and assigns, of and from all and any actions and causes of action
of every nature, or other harm, including envirenmental harm, for which recovery of damages is sought, including, but not limited 1o, all losses and
expenses which are caused by the activities of Lessee, ils officers, employees, and agents arising out of, incidental to. or resuiting from. the operations
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 terms or provisions of this
Agreement, or by any other negligent or striclly liable act or omission of Lessee. Further, Lessee hereby agrees 1o be liable for, exonerale, indemnify,
defend and hold harmless the Stale of Texas and the owner of the soil, their officers, employees and agents, their successors or assigns, against any
and all claims, liabilities, losses, damages, actions, personal Injury (including death), costs and expenses. or other harm for which recovery of damages
Is sought, under any theory including tort, contract, or strict liability, including attomeys' fees and other legal expenses, including those related to
environmental hazards, on the leased premises or in any way related to Lessee's failure lo comply with any and all environmental laws; those ansing
from or in any way related lo Lessee's operations or any other of Lessee's activities on the leased premises; those ansing from Lessee's use of the
surface of the leased premises; and those that may arise out of or be occasioned by Lessee's breach of any of the terms or provisions of this Agreement
or any other act or omission of Lessee, its directors, officers, employees, partners, agents, contractors, subcontractors, guests, invilees, and their
respective successors and assigns. Each assignee of this Agreement, or an interest therein, agrees to be liable for, exonerate, indemnify, defend and
hold harmiess the State of Texas and the owner of the soil, their officers, employees, and agents in the same manner provided above in connection with
the activities of Lessee, its officers, employees, and agents as described above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF
THE INDEMNITY OBLIGATIONS AND\OR 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 highest degree of care and all reasonable safeguards to prevent contamination or
pollution of any environmental medium, including soil, surface waters, groundwater, sediments, and surface or subsurface strata, ambient air or any
other environmental medium in, on, or under, the leased premises, by any waste, pollutant, or contaminant. Lessee shall not bring or permit to remain on
the leased premises any asbeslos conlaining materials, explosives, toxic materials, or substances regulated as hazardous wasles, hazardous matenals,
hazardous substances (as the term "Hazardous Subslance® is defined in the Comprehensive Environmental Response, Compensation and Liability Act
(CERCLA), 42 U.S.C. Sections 9601, et seq.), or loxic substances under any federal, state, or local law or regulation (*Hazardous Matenalis™), except
ordinary products commonly used in connection with oil and gas exploration and development operations and stored in the usual manner and quanutes
LESSEE'S VIOLATION OF THE FOREGOING 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 52.180, commonly
known as the Relinquishment Act, and other applicable statutes and amendments thereto, and if any provision in this lease does not conform to these
statutes, the slatutes will prevail over any nonconforming lease provisions.
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38. 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. Once the filing requirements found in Paragraph 39 of this lease have been salisfied, the effective date
of this lease shall be the date found on Page 1.

39. LEASE FILING. Pursuant to Chapler 9 of the Texas Business and Commerce Code, this lease must be filed of record in the office of the
County Clerk in any county in which all or any part of the leased premises is located, and certified copies thereof must be filed in the General Land
Office. This lease is not effective until a certified copy of this lease (which is made and certified by the County Clerk from his records) is filed in the
General Land Office in accordance with Texas Natural Resources Code 52.183. Additionally, this lease shall not be binding upon the State unless it
recites the actual and true consideration paid or promised for execution of this lease. The bonus due the State and the prescribed filing fee shall
accompany such certified copy to the General Land Office.

/
Title: Kenneth H. Gray, District Landman, Energen Resources Corp.
Date: ___ J3~22~ 4

STATE OF TEXAS

BY:% B-ﬁ.\ '-_l_::-uv——-

Individually as,agent for the State of Texas
Date: _ &= | ! !

STATE OF TEXAS
BY:

Individually and as agent for the State of Texas
Date:

STATE OF TEXAS
BY:

Individually and as agent for the State of Texas
Date:

STATE OF TEXAS
BY:

Individually and as agent for the State of Texas
Date:
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STATE OF (CORPORATION ACKNOWLEDGMENT)
COUNTY OF

BEFORE ME. the undersigned authority, on this day personally appeared 12X A
known to me to be the person whose pame is subscribed to the foregoing instruments a: "HM
of 2V 1 £ 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 mea_a,mjda)t of MM% 20/ /[ .

Notary Public in and for wﬂ W)

STATE OF (CORPORATION ACKNOWLEDGMENT)

COUNTY OF

BEFORE ME, the undersigned authonty, on this day personally appeared
known to me to be the person whose name is subscribed to the foregoing instruments 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

STATEOF_"TERA S (INDIVIDUAL ACKNOWLEDGMENT)

COUNTY OF ﬂm‘s

BEFORE ME, the undersigned authority, on this day personally appeared STEVEN BATES TToonN

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

BHAKTI VINAY VO B \
Notary Pubkc, State of Texas &

Notary Public in and for

STATE OF (INDIVIDUAL ACKNOWLEDGMENT)

COUNTY OF

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

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

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

Notary Public in and for
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EXHIBIT “A”

Attached to and made a part of that certain Oil and Gas Lease dated January 5, 2011, by and
between the State of Texas, acting by and through its agent Steven Bates Toon, as Lessor
and Energen Resources Corp., as Lessee.

In the event of conflict or inconsistency between the printed terms of this lease and these added
terms of this lease, the added terms shall control and be deemed to supersede the printed terms of
the lease.

1. Delay Rentals. At the end of the first anniversary date of this lease, Lessee shall have the
option to maintain this lease for an additional two (2) years by delivering delay rentals for the
second year in the amount of $15,915.00. One half (1/2) of the second year delay rental will be
paid to the Lessor and one half (1/2) will be paid to the State of Texas. Delay rental for the third
year are included in the second year delay rental and if the second year is paid then no additional
delay rentals are due under this lease.

2. Marketing/Other Costs. * Lessors' royalty on oil, gas and associated liquid or liquefiable
hydrocarbons shall never bear, either directly or indirectly, any costs or expenses to treat, store,
gather, separate, dehydrate, compress, pipe, transport or truck the same or any other cost or
expenses whatsoever, except any severance, excise, windfall or, other like and similar tax
imposed thereon. To the extent that this lease is deemed to be a "market value at the well" form
of lease, and the price on which Lessee pays royalties reflects any deductions for post-production
costs and expenses, Lessee covenants and agrees in addition to royalties paid on a "market value
at the well" basis, to pay Lessor an additional sum equal to the royalty share reserved in this
lease of all such post-production costs and expenses, including costs of production, gathering,
storing, separating, treating, dehydrating, compressing, processing, marketing, transporting and
otherwise making the oil, gas and other products produced hereunder ready for sale or use.”

3. Royalty Payments Due. “All royalties that may become due hereunder shall commence to
be paid on each well within ninety (90) days after the first day of the month following the month
during which any well is completed and commences production. Thereafter all royalties on oil
shall be paid to Lessor on or before the last day of the month following the month of production.
and all rovalties on gas shall be paid to Lessor on or before the last dayv of the second month
following the month of production. Rovalties not paid when due shall bear interest pavable to
Lessor, their heirs or assigns, at the rate of 2% above the prime rate as quoted by Chase Bank,
New York City, New York or its successors, commencing at the rate as quoted on the date such
payment was due, and fluctuating thereafter as such rate fluctuates. Interest charges shall
commence on the date payment is due and shall continue until pavment is made in full. In no
event shall the interest rate be greater than the maximum allowed by law. If royalty is not paid by
such due date, Lessor may give Lessee written notice (by certified mail, return receipt requested
to the addresses specified in this lease) of nonpayment of royalty. and if Lessors' royalty is not
paid on or before expiration of 30 days from Lessee's receipt of such notice. However, if there is
a bona fide dispute or a good faith question, based on an attorney's written title opinion of
royalty entitlement, Lessee may pay Lessors' royalty to a trustee to be invested in interest-
bearing accounts pending resolution of the entitlement issue, with the interest to belong to the
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ienunld rightful royalty owner.” The contents contained herein paragraph number 3. shall apply only to
ChR the owner of the surface and under no circumstance affect the Sate of Texas.

resces 4. Oil and Gas Only. “It is further agreed and understood that this lease covers oil and gas
g only (including, with all oil and gas, all constituent elements thereof and all other liquid or

5 .° liquefiable hydrocarbons and products of every kind and character derived therefrom and

e produced therewith), and all minerals other than oil and gas are excepted here-from and reserved

to Lessor, including, but not limited to, coal, lignite and uranium.”
5. Pooling:
All pooling terms and provisions hereafter described are subject to approval by the School Land
sese board.
cess Oil:  Without Lessor’s prior written consent, which shall not be unreasonably withheld, Lessee
may not pool any of the above described land for an oil well, unless Lessee includes at least one
half of the leased premises within the pooled unit; however, pooling for oil shall be allowed if
pooling is to include lands in the SE/2 of Section 36, Block 2, H&GN RR. Co. Survey, Reeves
County, Texas. Under no circumstance shall pooling for oil exceed 320 acres. And under no
circumstances will less than one half of the leased premises be included in any pooled unit.
Gas: In the event Lessee elects to pool or unitize the above described land with other land or
leases for the production of gas and related hydrocarbons from a vertical well, then any gas unit
or units so formed may not exceed 180 acres. In the event Lessee elects to pool or unitize the
above described land with other land or leases for the production of gas and related hydrocarbons
from a horizontal well, then any gas unit or units so formed may not exceed 320 acres.
6. Restrictions on Gas Pooling:
All pooling terms and provisions hereafter described are subject to approval by the School Land
board.
When The Unit Well Is On Other Lands:
Notwithstanding anything herein contained to the contrary, unless otherwise agreed to in writing
by Lessor, in the event a portion or portions of the leased premises are pooled or unitized with
other lands or leases so as to form a gas pooled unit or units and the unit well is not situated on
the leased premises, then in such event, not less than one-half of any such gas pooled unit shall
be comprised of the leased premises; provided, however, should an insufficient amount of the
leased premises be available to fulfill this requirement, then in such event, all of the then
remaining acreage out of the leased premises not previously allocated to a well or wells shall be
included in said gas pooled unit or units. Lessor's consent herein shall not be unreasonably
withheld.
When The Unit Well Is On The Leased Premises:
Furthermore, unless otherwise agreed to in writing, in the event a portion or portions of the
leased premises are pooled or unitized with other lands or leases so as to form a gas pooled unit
or units and the unit well is situated on the leased premises, then in such event, Lessee shall
include all of the herein leased premises or all of the then remaining available acreage out of the
leased premises not previously allocated to a well or wells, whichever the case may be, into said
gas pooled unit or unit. Lessor's consent herein shall not be unreasonably withheld.
7. Depth Clause. “Notwithstanding anything to the contrary contained herein one (1) year after
the expiration of the primary term or after all continuous development operations have ceased,
after the primary term, whichever is the later, shall release all depths 100 feet below the deepest
producing strata in the well or wells located within the individual Retained Tract.”
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8. Indemnity. “Lessee assumes all risk and liability of any kind and nature incident to,
occasioned by or resulting in any manner from Lessee’s operations hereunder, except that
occasioned by Lessor’s own gross negligence. Lessee agrees to keep said land duly and fully
protected against liens of every character arising in connection with, or resulting from, said
operations, and agrees to indemnify and hold Lessor, and its respective representatives,
successors and assigns, harmless from and against any and all liens, demands, costs, expenses,
attorney’s fees, penalties, fines, remedial costs, restorations costs, judgments, suits and claims of
any kind for damages occasioned by, or on account of, Lessee’s (including Lessee’s servants,
agents, invitees, employees or independent contractors) operations, and against all claims for
property damage, personal injury or death sustained by any person or persons whomsoever,
natural or corporate, in connection with, or resulting from Lessee’s operation hereunder, and
whether or not involving active or passive negligence on the part of Lessee or its agents,
contractors or employees.

This lease. and all of the rights of Lessee hereunder, is made subject to all federal, state and local
laws. rules. orders and regulations pertaining in any way to protection of air, water, earth,
environmentally sensitive or threatened plant or animal life or any other part of the ecological
system. Lessee at its cost shall comply with all such laws, rules, and regulations (herein called
the “Environmental Laws™). Lessee shall defend, indemnify and hold Lessor harmless from any
and all liability, losses, claims notices, suits, damages, remedial work and causes arising from or
connected with (i) any failure to comply with any Environmental Law, and/or (ii) the physical
condition of the Leased Premises, to the extent such condition is caused, in whole or in part, due
to the actions or inactions of the Lessee, its employees, representatives, agents or assigns. The
amounts covered by Lessee’s indemnification of Lessor contained in the Preceding sentence
shall include attorneys” fees and court costs, AND THE INDEMNIFICATION SHALL APPLY
REGARDLESS OF WHETHER LESSEE WAS NEGLIGENT, IN WHOLE OR IN PART.

It is further specifically provided that in the event it becomes necessary for Lessor to employ an
attorney or attorneys to enforce any of Lessee’s obligations hereunder and Lessor is successful in
any court action to enforce the same, Lessee agrees to pay all reasonable attorney’s fees and
court costs incurred by Lessor in connection herewith.

9. Production In-Kind. “Lessor may, at his option and sole risk, cost and expense, 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 the Lessor under this Lease be made in kind. Except during such
periods as Lessor may be receiving the same in kind, Lessee shall always be obligated to market
Lessor’s royalty oil ratably with its own oil and at the same price, and Lessee shall also always be
obligated to reasonably market gas produced from the Leased Premises and to prevent the
drainage of gas therefrom. Without the prior written consent of Lessor, Lessee may not pay any
royalty in kind. Lessee may not enter into any hedging transactions or forward sales agreements
with a term greater than one year.”

10. Information. “Upon written request, lessee shall provide lessor with copies of any title
opinions, abstracts, or landman’s runsheets that are obtained by lessee. Lessee shall inform
lessor, in writing, of any litigation or liens that will affect the lease.”

11. Shut In Royalty Limitation. “Notwithstanding anything to the contrary herein, it is
understood and agreed that this lease may not be maintained in force for any one continuous
period of time longer than two (2) consecutive years after the expiration of the primary term
hereof solely by the provisions of the shut-in royalty clause.”
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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 lawlul custody and possession, as the same is
filed/recorded in the public records of my office, found in VOL
PAGE 522
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Yet, |herebycertifedon Q3/17 /2011 _
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General Land Office
Relinquishment Act Lease Form
Revised, Septamber 1887

Austin, Texas

OIL AND GAS LEASE

THIS AGREEMENT is made and entered into this 5th day of January 2011 . bet the Stale of Texas, acling
by and through its agent, Martha T. Cheadle
of 4110 Brown Meadow, Katy, TX. 77449

(Give Permanent Address)
said agent herein referred 1o as the owner of the soil (whether one or more), and Energen Resources Corp,

of 3300 Norh "A” Street Byilding 4, Suile 100, Midiand, TX. 79705 hereinafter called Lessee

(Give Permanent Address)

1. GRANTING CLAUSE. For and in consideration of the amounts stated below and of the covenants and agreements (0 be paid. kept and
performed by Lessee under this lease, the Slate of Texas acting by and through the owner of the soil, hereby grants, leases and lets unto Lessee, lor
the sole and only purpose of prospecting and dnlling for and producing oil and gas, laying pipe lines, building tanks, stonng oil and building power
stations, lelephone lines and other structures thereon, o produce, save, take care of, treat and transport said products of the lease, the following lands
situaled in Regves County, State of Texas, lo-wit:

All of the NW/2 of Section 36, Block 2, H&GN RR Co. Survey

SEE EXHIBIT "A" ATTACHED HERETO AND MADE APART HEREOF

containing 318.30 acres, more or less. The bonus consideration paid for this lease is as lollows:

To the State of Texas: Thaty-Nine Thousand Seven Hundred Eighty-Seven ———and-——50/100-—————
Dollars ($39.787.50 )

To the owner of the soil: hrity-Ning Thousand Seven Hundred Eighty-Seven ————and-——50/100——————-
Dollars ($39.787.50 )

Total bonus consideraton: Seventy-Nine Thousand Five Hundred Seventy-Five ———and-—-No/100's--

Dollars ($79.575.00 )

The lolal bonus consideration paid represents a bonus of One Thoysand Five Hundred ang-—--—--—No/100's
Dollars ($1.500.00 ) per acre, on §$3.05 net acres.

2. TERM. Subject to the other provisions in this lease, this lease shall be for a term of (hree (3) years from
this date (herein called “primary lerm”) and as long thereafter as oil and gas, or either of them, is produced in paying quantities from said land. As used
in this lease, the term “produced in paying quantiies” means thal the receipts from the sale or other authorized commercial use of the substance(s)
covered exceed oul of pockel operational expenses for the six months last past.
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3. DELAY RENTALS. If no well is commenced on the leased premises on or before one (1) year from this date, this lease shall lerminate,
unless on or before such anniversary date Lessee shall pay or tender to the owner of the soil or to his credit in the

Bank, at i
or its successors (which shall continue as the depository regardiess of changes in the ownership of said land), the amount specified below; in addition,
Lessee shall pay or tender to the COMMISSIONER OF THE GENERAL LAND OFFICE OF THE STATE OF TEXAS, AT AUSTIN, TEXAS, a like sum on
or belore said date. Payments under this paragraph shall operate as a rental and shall cover the privilege of deferring the commencement of a well for
one (1) year from said date. Payments under this paragraph shall be in the following amounts:

To the owner of the soil: Seven Thoysand Nine Hundred Fifty-Seven ———angd-——50/100——
Dollars ($1.957.50 )

To the State of Texas: Seven Thousand Nine Hundred Fifty-Seven ———ang-——50/100————
Dollars ($7.957.50 )

Total Delay Rental: Fifteen Thousand Nine Hundred Fiftenn angd No/100's
Dollars ($15.91800 )

In a like manner and upon like payments or tenders annually, the commencement of a well may be further deferred for successive pericds of one (1)
year each during the primary term. All payments or tenders of rental to the owner of the soil may be made by check or sight draft of Lessee, or any
assignee of this lease. and may be delivered on or before the rental paying date. If the bank designaled in this paragraph (or its successor bank) should
cease to exisl. suspend business, liquidate, fail or be succeeded by another bank. or for any reason fail or refuse o accept rental, Lessee shall not be
heid in default for failure to make such payments or tenders of rental until thirty (30) days after the owner of the soil shall deliver 1o Lessee a proper
recordable instrument naming another bank as agenl o receive such payments or tenders.

4. PRODUCTION ROYALTIES. Upon production of oil and/or gas, Lessee agrees to pay or cause lo be paid one-half (1/2) of the royalty
provided for in this lease to the Commissioner of the General Land Office of the State of Texas, al Austin, Texas, and one-half (1/2) of such royalty lo the
owner of the soil:

(A) OIL. Royalty payable on oil, which is defined as including all hydrocarbons produced in a liquid form at the mouth of the well and also as
all condensate, distillate, and other liquid hydrocarbons recovered from oil or gas run through a separator or other equipment, as hereinafter provided,
shall be 1/4 part of the gross production or the market value thereof, at the option of the owner of the soil or the Commissioner of the General
Land Office, 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 markel price thereof offered or
paid in the general area where produced and when run, or 3) the gross proceeds of the sale thereol, whichever is the greater. Lessee agrees that before
any gas produced from the leased premises is sold, used or processed in a plant, it will be run free of cost to the royalty owners through an adequale oil
and gas separator of conventional type, or other equipment at least as efficient, so that all liquid hydrocarbons recoverable from the gas by such means
will be recovered. The requirement that such gas be run through a separator or other equipment may be waived, in writing, by the royalty owners upon
such terms and conditions as they prescribe.

(B) NON PROCESSED GAS. Royalty on any gas (including flared gas), which is defined as all hydrocarbons and gaseous substances nol
defined as oil in subparagraph (A) above, produced from any well on said land (except as provided herein with respect lo gas processed in a plant for
the extraction of gasoline, liquid hydrocarbons or other products) shall be 1/4 part of the gross production or the markel value thereof, at the
option of the owner of the soil or the Commissioner of the General Land Office, such value to be based on the highest market price paid or offered for
gas of comparable quality in the general area where produced and when run, or the gross price paid or offered to the producer, whichever is the greater;
provided that 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 standard base lemperature shall be sixty (60) degrees Fahrenheit, correction to be made for pressure according to Boyle's Law. and for specific
grawvity according lo tests made by the Balance Method or by the most approved method of lesting being used by the industry al the time of testing.

(C) PROCESSED GAS. Royalty on any gas processed in a gasoline plant or other plant for the recovery of gasoline or other liquid
hydrocarbons shall be 1/4 part of the residue gas and the liquid hydrocarbons extracted or the markel value thereol, al the option of the owner
of the soil or the Commissioner of the General Land Office. All royalties due herein shall be based on one hundred percent (100%) of the total plant
production of residue gas attributable to gas produced from this lease. and on fifty percent (50%), or that percent accruing to Lessee, whichever is the
greater, of the total plant production of liquid hydrocarbons attributable lo 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 highes! percent accruing lo a third party processing gas through such plant under a processing
agreement negotiated at arm's length (or if there is no such third party, the highest percent then being specified in processing agreements or contracts in
the indusiry), whichever is he grealer. 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 weighled 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 nol been processed.

(D) OTHER PRODUCTS. Royalty on carbon black, sulphur or any other producls produced or manufactured from gas (excepting liquid
hydrocarbons) whether said gas be “casinghead,” “dry,” or any other gas, by fractionating, buming or any other prc ing shall be 1/4 part of
the gross production of such products, or the market value thereof, at the option of the owner of the soil or the Commissioner of the General Land Office,
such market value to be determined as follows: 1) on the basis of the highest market price of each product for the same manth 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.

5. 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 under this lease in no event shall be less than an amounl equal to the total annual delay rental herein provided. 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 the lotal annual rental less the
amount of royalties paid during the preceding year. I Paragraph 3 of this lease does nol specify a delay rental amount, then for the purposes of this
paragraph, the delay rental amount shall be one dollar ($1.00) per acre.
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6. ROYALTY IN KIND. Notwilthslanding any other provision in this lease, al any time or from time to Ume, the owner of the soil or the
Commussioner of the General Land Office may, at the option of either, upon not less than sixty (60) days nolice to the holder of the lease, require that the
payment of any royalties accruing to such royalty owner under this lease be made in kind. The owner of the soil's or the Commissioner of the General
Land Office’s nght lo take its royalty in kind shall not diminish or negale the owner of the s0il's or the Commissioner of the General Land Office’s nghts
of Lessee’s obligations, whether express or implied, under this lease.

7. NO DEDUCTIONS. Lessee agrees thal all royalties accruing under this lease (including those paid in kind) shall be without deduction for
the cost of producing, gathering, stonng, separating, trealing, dehydraling, compressing, processing, transporting, and otherwise making the oil, gas and
other products hereunder ready for sale or use. Lessee agrees lo compute and pay royalties on the gross value received, including any reimbursements
for severance laxes and production relaled costs.

8. 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. Notwithslanding any other provision of this lease, and subject lo the wntten consent of
the owner of the soil and the Commissioner of the General Land Office, Lessee may recycle gas for gas lift purposes on the leased premises or for

injection into any oil or gas producing formaton underiying the leased premises after the liquid hydrocarbons contained in the gas have been removed; 20
no royalties shall be payable on the recycled gas unll il is produced and sold or used by Lessee in a manner which enlilies the royalty owners lo a seve
royalty under this lease. *

9. ROYALTY PAYMENTS AND REPORTS. All royalties nol taken in kind shall be paid to the Commissioner of the General Land Office at Y
Auslin, Texas, in the followmng manner: e se
Payment of royality on production of oil and gas shall be as provided in the rules sel forth in the Texas Register. Rules currently provide that royalty on oil : :':
is due and mus! be received in the General Land Office on or before the 5th day of the second month succeeding the month of production, and royalty .o &
on gas Is due and muslt be received in the General Land Office on or belfore the 15th day of the second month succeeding the month of production, .
accompanied by the affidavil of the owner, manager or other authonzed agent, compleled in the form and manner prescnbed by the General Land Office e .
and showing the gross amount and disposition of all oil and gas produced and the market value of the oll and gas, together with a copy of all documents, ssracs
records or reports confirming the gross production, disposition and market value including gas meler readings. pipeline receipls, gas line receipls and .
other checks or memoranda of amount produced and pul into pipelines, tanks, or pools and gas lines or gas storage, and any other repors of records - ...:.

which the General Land Office may require lo verify the gross production, disposition and market value. In all cases lhe authority of a manager or agenlt
1o 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 Office lease number the amount of royalty being paid on each lease. If Lessee pays
his royaity 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
grealer. A royalty payment which is over thirty (30) days late shall accrue a penalty of 10% of the royalty due or $25.00 whichever is greater. In addition
lo a penalty, royalties shall accrue interesl al a rate of 12% per year; such interest will begin to accrue when the royailly is sixty (60) days overdue.
Affidavils and supporting documents which are not filed when due shall incur a penally in an amounl 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
royallies to be paid as prescribed by the due date provided herein. Payment of the delinquency penalty shall in no way operale to prohibit the State's
right of forfeiture as provided by law nor act lo posipone the dale on which royalties were originally due. The above penalty provisions shall not apply in
cases of title dispule as to the State’s portion of the royalty or to thal portion of the royalty in dispute as lo fair markel value.

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually fumnish the Commissioner of the General Land Office
wilh ils best possible estimalte of oil and gas reserves underlying this lease or allocable to this lease and shall furnish said Commissioner with copies of
all contracts under which gas is sold or processed and all subsequent agreements and amendments to such contracts within thirty (30) days after
enlering into or making such conlracts, agreements or amendments. Such conlracts 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 markeung of the oil and gas produced on said premises, including the books and accounts, receipts and discharges of all wells,
lanks, pools, meters, and pipelines shall at all imes be subject (o inspection and examination by the Commissioner of the General Land Office, the
Altorney General, the Governor, or Lhe representative of any of them.

(B) PERMITS, 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, lemporary 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 1o dnill. Copies of well lests,
completion reports and plugging reports shall be supplied to the General Land Office al the ime they are filed with the Texas Railroad Commission. All
applications, permits, reports or other filings that reference this lease or any specfic well on the | d premises and that are submitled to the Texas
Railroad Commission or any other governmental agency shall include the word “Stalte” in the litie. Additionally, in accordance with Railroad Commission
rules, any signage on the leased premises for the purpose of idenlifying wells, tank batteries or other associated improvements lo the land must also
include the word “Slale.” Lessee shall supply the General Land Office wilth any records, memoranda, accounts, reports, cultings 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 lo those herein
expressly provided for. Lessee shall have an electrical and/or radioactivity survey made on the bore-hole section, from the base of the surface casing to
the total depth of well, of all wells drilled on the above described premises and shall ransmit a true copy of the log of each survey on each well to the
General Land Office within fifteen (15) days after the making of said survey.

(C) PENALTIES. Lessee shall incur a penalty whenever reports, documenis or other matenals are nol 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 malenals were due in
the General Land Office.

11. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, dunng the primary term hereof and prior to discovery and
production of oil or gas on said land, Lessee should drill a dry hole or holes thereon, or if during the primary term hereof and after the discovery and
aclual production of oil or gas from the leased premises such production thereof should cease from any cause, this lease shall not lerminale if on or
belore the expiraton of sixty (60) days from date of completon of said dry hole or cessation of production Lessee commences additional dnlling or
reworking operalions thereon, or pays or tenders the next annual delay rental in the same manner as provided in this lease. If, during the last year of the
primary term or wathin sixty (60) days prior therelo, 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 pnmary temn; and if Lessee has nol resumed
production in paying quanutes al the expiralion of the primary lerm, Lessee may maintain this lease by conducting additional drilling or reworking Nf’/

S
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operalions pursuant to Paragraph 13, using the expiration of the primary term as the dale of cessation of production under Paragraph 13. Should the first
well or any subsequenl! well drilled on the above described land be completed as a shut-in oil or gas well within the prmary term hereof, Lessee may
resume payment of the annual rental in the same manner as provided herein on or before the rental paying date following the expiration of sixty (60)
days from the date of completion of such shut-in oil or gas well and upon the failure (0 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 localed on the leased premises, payments may be made in accordance
with the shut-in provisions hereof.

12. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. If, al the expiration of the primary term, neither oil nor gas is being
produced on said land, bul Lessee is then engaged in drilling or reworking operalions thereon, this lease shall remain in force so long as operations on
said well or for drilling or reworking of any additional wells are prosecuted in good faith and in workmanlike manner without interruptions totaling more
than sixty (60) days during 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
in paying quantities from said land, or payment of shut-in oil or gas well royalties or compensatory royalties is made as provided in this lease.

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

14. SHUT-IN ROYALTIES. For purposes of this paragraph, “well” means any well that has been assigned a well number by the stale agency
having jurisdiction over the production of oil and gas. If, at any lime after the expiration of the primary lerm of a lease thal, until being shul in, was being
maintained in force and effect. a well capable of producing oil or gas in paying quantities is localed on the leased premises, bul oil or gas is not being
produced for lack of suitable production facilities or lack of a suitable markel, then Lessee may pay as a shut-in oil or gas royaity an amount equal to
double the annual rental provided in the lease, but not less than $1,200 a year for each well capable of producing oil or gas in paying quantities. If
Paragraph 3 of this lease does not specify a delay rental amount, then lor the purposes of this paragraph, the delay rental amount shall be one dollar
($1.00) 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 lerm, (2) 60 days after
the Lessee ceases lo produce oil or gas from the leased premises, or (3) 60 days after Lessee compleles a drilling or reworking operation in accordance
with the lease provisions; whichever date is latesl. Such payment shall be made one-half (1/2) lo the Commissioner of the General Land Office and one-
half (1/2) to the owner of the soil. If the shul-in oil or gas royally is paid, the lease shall be considered to be a producing lease and the payment shall
extend the term of the lease for a period of one year from the end of the primary term, or from the first day of the month following the month in which
production ceased, and, after thal, 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.

15. COMPENSATORY ROYALTIES. If, during the period the lease is kept in effect by payment of the shut-in oil or gas royalty, oil or gas is
sold and delivered in paying quantities from a well located within one thousand (1,000) feet of the leased premises and completed in the same producing
reservoir, or In any case in which drainage is occurring, the right to continue to maintain the lease by paying the shut-in oil or gas royalty shall cease, but
Ihe lease shall remain effective for the remainder of the year for which the royalty has been paid. The Lessee may maintain the lease for four more
successive years by Lessee paying compensatory royalty at the royalty rate provided in the lease of the market value of production from the well causing
the drainage or which is completed in the same producing reservoir and within one thousand (1,000) feet of the leased premises. The compensatory
royalty is to be paid monthly, one-half (1/2) to the Commissioner of the General Land Office and one-half (1/2) to the owner of the soil, beginning on or
before the last day of the month following the month in which the oil or gas is produced from the well causing the drainage or that is completed in the
same producing reservoir and located within one thousand (1,000) feet of the leased premises. If the compensalory royalty paid in any 12-month period
Is an amount less than the annual shut-in oil or gas royalty, Lessee shall pay an amount equal to the difference within thirty (30) days from the end of the
12-month period. Compensatory royalty payments which are nol timely paid will accrue penalty and interes! in accordance with Paragraph 9 of this
lease. None of these provisions will relieve Lessee of the obligation of reasonable development nor the obligation to dnill offset wells as provided in
Texas Natural Resources Code 52.173; however, al the determination of the Commissioner, and with the Commissioner's written approval, the payment
of compensalory royalties can satisfy the obligation 1o drill offset wells.

16. RETAINED ACREAGE. Notwithstanding any provision of this lease lo 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 effecl two (2) years after the expiration date of the primary or extended term it shall then
terminate as to all of the leased premises, EXCEPT (1) 40 acres surrounding each oil well capable of producing in paying quantities and 320 acres
surrounding each gas well capable of producing in paying quantities (including a shut-in oil or gas well as provided in Paragraph 14 hereof), or a well
upon which Lessee is then engaged in continuous drilling or reworking operations, of (2) the number of acres included in a producing pooled unit
pursuant to 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 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 authority having jurisdiction. 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 thereafler allocated to said well or wells for
production purposes, this lease shall thereupon terminate as lo all acreage nol thereafter allocated to said well or wells for production purposes.
Notwithstanding the termination of this lease as to a portion of the lands covered hereby, Lessee shall nevertheless continue o have the right of ingress
lo and egress from the lands still subject to this lease for all purposes described in Paragraph 1 hereof, together with easements and rights-of-way for
existing roads, existing pipelines and other exisling facilities on, over and across all the lands described in Paragraph 1 hereof (“the retained lands"), for
access to and from the retained lands and for the gathering or transportation of oil, gas and other minerals produced from the retained lands.
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(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
f.rner lerminale as to all depths below 100 feet below the total depth drilled (hereinafter "deeper depths”) in each well located on acreage retained in
Paragraph 16 (A) above, unless on or before two (2) years after the primary or extended lerm Lessee pays an amount equal to one-half (1/2) of the
ponus onginally paid as consideration for this lease (as specified on page 1 hereof). If such amount is paid, this lease shall be in force and effect as 10
such ceeper 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 quantiues from such deeper depths covered by this lease.

(C) IDENTIFICATION AND FILING. The surface acreage relained hereunder as lo 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 Commissioner of the General Land Office. Within
thirty (30) days after partial termination of this lease as provided herein, Lessee shall execule 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 faiis or refuses
lo execule and record such release or releases within ninety (90) days after being requesled lo do so by the General Land Office, then the
Commissioner at his sole discretion may designate by written instrument the acreage and/or depths lo be released hereunder and record such
instument al Lessee's expense in the county or counties where the lease is localed and in the official records of the General Land Office and such
designation shall be binding upon Lessee for all purposes.

17. OFFSET WELLS. Neither the bonus, delay rentals, nor royaities paid, or o be paid, under this lease shall relieve Lessee of his obligation
lo protect the oil and gas under the above-described land from being drained. Lessee, sublessee, receiver or other agent in control of the leased
premises shall dnil as many wells as the facts may justify and shall use appropriate means and drill lo a depth necessary lo prevent undue drainage of
oil and gas from the leased premises. In addition, if oil and/or gas should be produced in commercial quantities within 1,000 feel of the leased premises,
of in any case where the leased premises is being drained by production of oil or gas, the Lessee, sublessee, receiver or other agent in control of the
leased premises shall in good faith begin the drilling of a well or wells upon the leased premises within 100 days after the draining well or wells or the
well or wells completed within 1,000 feet of the leased premises slart producing in commercial quantities and shall prosecute such drilling with diligence.
Failure to salisfy the statutory offsel obligation may subject this lease and the owner of the soil's agency rights to forfeilure. Only upon the determination
of the Commissioner of the General Land Office and with his written approval may the payment of compensatory royalty under applicable statutory
paramelers salisfy the obligation to drill an offsel well or wells required under this paragraph.

18. FORCE MAJEURE. i, after a good faith effort, Lessee is prevented from complying with any express or implied covenant of this lease,
from conducting dniling operations on the leased premises, or from producing oil or gas from the leased premises by reason of war, rebellion, riots,
sinkes, acts of God, or any valid order, rule or regulation of government authority, then while so prevented, Lessee's obligation to comply with such
covenanl shall be suspended and Lessee shall not be liable for damages for failure 1o comply with such covenants: additionally, this lease shall be
extended while Lessee is prevenled, by any such cause, from conducting drilling and reworking operations or from producing oil or gas from the leased
premises. However, nothing in this paragraph shall suspend the payment of delay rentals in order to maintain this lease in effect during the pnmary term
in the absence of such drilling or reworking operations or production of oil or gas.

19. WARRANTY CLAUSE. The owner of the soil warrants and agrees lo defend litle to the leased premises. If the owner of the soil defaulls
in payments owed on the leased premises. then Lessee may redeem the nghls of the owner of the soil in the leased premises by paying any morigage,
laxes or other liens on the leased premises. If Lessee makes payments on behalf 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 soil.

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soil owns less than the entire undivided surface eslale in the above
described land, whether or not Lessee'’s interest is spedified herein, then the royalties and rental herein provided to be paid to the owner of the soil shall
be paid lo him in the proportion which his interest bears 1o the enlire undivided surface estale and the royalties and rental herein provided to be paid lo
the Commissioner of the General Land Office of the State of Texas shall be likewise proportionately reduced. However, before Lessee adjusts the
royalty or rental due to the Commissioner of the General Land Office, Lessee or his authorized representative must submit 1o the Commissioner of the
General Land Office a wnitten stalement which explains the discrepancy between the interest purportedly leased under this lease and the actual interest
owned by the owner of the soil. The Commissioner of the General Land Office shall be paid the value of the whole production allocable lo any undivided
interest not covered by a lease, less the proportionate development and production cost allocable to such undivided interest. However, in no event shall
the Cc ner of the G | Land Office receive as a royalty on the gross production allocable to the undivided interest nol leased an amount less
than the value of one-sixteenth (1/16) of such gross production.

(B) REDUCTION OF PAYMENTS. If, during the pnmary lerm, a portion of the land covered by this lease is included within the boundanes
of a pooled unil that has been approved by the School Land Board and the owner of the soil in accordance with Nalural Resources Code Sections
52.151-52.154, or if, at any Ume after the expiration of the primary lerm or the exlended term, this lease covers a lesser number of acres than the total
amount described herein, payments that are made on a per acre basis hereunder shall be reduced according to the number of acres pooled, released,
surrendered, or oltherwise severed, so that payments determined on a per acre basis under the lerms of this lease during the primary term shall be
calculated based upon the number of acres outside the boundaries of a pooled unit, or, if after the expiration of the primary lerm, the number of acres
actually retained and covered by this lease.

21. USE OF WATER. Lessee shall have the night o use waler produced on said land necessary for operations under this lease excepl water
from wells or tanks of the owner of the soil; provided, however, Lessee shall not use polable waler or waler suitable for livestock or imgation purposes
for waterflood operations without the prior consent of the owner of the soil.

22. AUTHORIZED DAMAGES. Lessee shall pay the owner of the soil for damages caused by ils operations lo all personal property,
improvements, livestock and crops on said land.

23. PIPELINE DEPTH. When requesled by the owner of the soil, Lessee shall bury its pipelines below plow depth.

24. WELL LOCATION LIMIT. No well shall be drilled nearer than two hundred (200) feel 1o any house or bam now on said premises withoul
the wntten consent of the owner of the soil.
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25. POLLUTION. In developing this area, Lessee shall use the highes! degree of care and all proper safeguards to prevent poliution. Without
imiting the foregoing, pollution of coastal wetlands, natural waterways, nvers and impounded water shall be prevented by the use of containment
facilities sufficient 1o prevent spillage, seepage or ground water contamination. In the event of pollution, Lessee shall use all means al its disposal to
recaplure all escaped hydrocarbons or other pollutant and shall be responsible for all damage to public and privale properties. Lessee shall build and
maintain fences around its slush, sump, and drainage pils and tank batteries so as to prolect 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. Lessee shall, while conducting operalions on the leased premises, keep said premises free of all rubbish, cans, bottles, paper cups or garbage,
and upon completion of operations shall restore the surface of the land to as near its original condition and contours as is practicable. Tanks and
equipment will be kept painted and presentable.

26. REMOVAL OF EQUIPMENT. Subject lo limitations in this paragraph, Lessee shall have the right 1o remove machinery and fixtures placed
by Lessee on Ihe leased premises, including the right to draw and remove casing, within one hundred twenty (120) days after the expiration or the
termination of this lease unless the owner of the soil grants Lessee an extension of this 120-day period. However. Lessee may nol remove casing from
any well capable of producing oil and gas in paying quantites. Additionally, Lessee may not draw and remove casing until after thirty (30) days written
notice to the Commissioner of the General Land Office and to the owner of the soil. The owner of the soil shall become the owner of any machinery,

fixtures, or casing which are not timely removed by Lessee under the terms of this paragraph. :‘ e
csee
27. (A) ASSIGNMENTS. Under the condilions contained in this paragraph and Paragraph 29 of this lease, the rights and estales of either &

party 1o this lease may be assigned, in whole or in part, and the provisions of this lease shall extend to and be binding upon their heirs, devisees, legal
representatives, 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 rights, privileges and eslates of Lessee, impair the effectiveness of any payment made by Lessee or impair the effectiveness of any e oo
acl 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 .

Ll

after the owner of the soil (or his heirs, devisees, legal representalives or assigns) fumishes the Lessee with saltisfactory written evidence of the change ..
in ownership, including the original recorded muniments of title (or a certified copy of such original) when the ownership changed because of a =
conveyance. A lolal or partial assignment of this lease shall, lo the extent of the interest assigned, relieve and discharge Lessee of all subsequent .
obligations under this lease. If this lease is assigned in its entirety as to only part of the acreage. the right 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 lo pay his share of the rental shall not affect ssenae
this lease on the part of the land upon which pro rata rentals are limely paid or lendered. however, if the assignor or assignee does not file a certified -

copy of such assignment in the General Land Office before the next rental paying date, the enlire lease shall lerminale for failure lo pay the entire rental . : .

due under Paragraph 3. Every assignee shall succeed to all rights and be subject lo all obligations, liabilities, and penalties owed to the State by the
original 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 this lease in whole or in
part by assignmenl without the prior written approval of the Commissioner of the General Land Office, this lease is void as of the time of assignment and
the agency power of the owner may be forfeited by the Commissioner. An assignment will be treated as if it were made to the owner of the soil if the
assignee is:

(1) a nominee of the owner of the soil;

(2) a corporation or subsidiary in which the owner of the soil is a principal stockholder or is an employee of such a corporalion or subsidiary;

(3) a partnership in which the owner of the soil is a partner or is an employee of such a partnership;

(4) a principal stockholder or employee of the corporation which is the owner of the soil;

(5) a partner or employee in a partnership which is the owner of the soil;

(6) a fiduciary for the owner of the soil; including but not limited to a guardian, trustee, execulor, administralor, receiver, or conservator for the

owner of the soil; or

(7) a family member of the owner of the soil or related lo the owner of the soil by marriage, blood, or adoption,

28. RELEASES. Under the conditions contained in this paragraph and Paragraph 29, Lessee may al any lime execule and deliver lo the
owner of the soil and place of record a release or releases covening any portion or portions of the leased premises, and thereby surrender this lease as
to such portion or portions, and be relieved of all subsequenl obligations as to acreage surendered. If any part of this lease is properly sumendered, the
delay rental due under this lease shall be reduced by the proportion that the surrendered acreage bears to the acreage which was covered by this lease
immediately prior to such surrender; however, such release will nol relieve Lessee of any liabilities which may have accrued under this lease prior to the
surrender 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
recorded in the county where the land is situated, and the recorded instrument, or a copy of the recorded instrument certified 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 Is not so filed, the rights acquired under this lease shall be subject to forfeiture at the option of the
Commissioner of the General Land Office.

30. DISCLOSURE CLAUSE. All provisions pertaining o the lease of the above-described land have been included in this instrument,
including the statement of the true consideration to be paid for the execution of this lease and the nghts and dulies of the parties. Any collateral
agreements conceming the development of oil and gas from the leased premises which are nol contained in this lease render this lease invalid.

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. When the interests of the owner of the soil conflict with those of the Stale. the owner of the soil is obligated to put the State's
interests before his personal interests.

32. FORFEITURE. If Lessee shall fail or refuse to make the payment of any sum within thirty days after it becomes due, or if Lessee or an
authorized agent should knowingly make any false return or faise report concemning production or drilling, or if Lessee shall fail or refuse to drill any
offset well or wells in good faith as required by law and the rules and regulations adopled by the Commissioner of the General Land Office, or if Lessee
should fail to file reports in the manner required by law or fail to comply with rules and regulations promulgated by the General Land Office, the School
Land Board, or the Railroad Commission, or if Lessee should refuse the proper authority access o the records pertaining to operations, or if Lessee or
an authonzed agent should knowingly fail or refuse to give correct information to the proper authority, or knowingly fail or refuse to fumish the General
Land Office a correct log of any well, or if Lessee shall knowingly violale 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
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Commissioner, and he shall forfeil same when sufficiently informed of the facts which authorize a forfeiture, and when forfeited the area shall again be
subject lo lease under the terms of the Relinquishment Act. However, nothing herein shall be construed as waiving the automatic termination of this
lease by operation of law or by reason of any special limitation ansing hereunder. Forfeitures may be set aside and this lease and all rights thereunder
reinstated before the rights of another intervene upon salisfactory 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.

33. LIEN. In accordance with Texas Nalural Resources Code 52.136, the Stale shall have a first lien upon all oil and gas produced from the
area covered by this lease lo 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 addition 1o the lien provided by Texas Natural Resources Code 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 o
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 lo 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 1o become due under this lease and lo 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 may be foreciosed with or withoul court proceedings in
the manner provided in the Title 1, Chap. 8 of the Texas Business and Commerce Code. Lessee agrees thal the Commissioner may require Lessee 10
execute and record such instruments as may be reasonably necessary lo acknowledge, attach or perfect this lien. Lessee hereby represents that there . e
are no prior or supenor liens arising from and relating 1o Lessee’s activities upon the above-described property or from Lessee’s acquisition of this lease. sene
Should the Commissioner at any lime determine that this representation is not rue, then the Commissioner may declare this lease forfeiled as provided -
herein. e o
34. POOLING. Lessee is hereby granted the nght to pool or unitize the royalty interest of the owner of the soil under this lease with any other - ‘o. 5
leasehold or mineral interest for the expioration, development and production of oil or gas or either of them upon the same terms as shall be approved & ewe
by the School Land Board and the Commissioner of the General Land Office for the pooling or unitizing of the interest of the State under this lease . e
pursuant lo Texas Natural Resources Code 52.151-52.154. The owner of the soil agrees thal the inclusion of this provision in this lease satisfies the e
execulion requirements staled in Texas Nalural Resources Code 52.152. .
35. INDEMNITY. Lessee hereby releases and discharges the State of Texas and the owner of the soil, their officers, employees, partners, :oo-:o
agents, contractors, subcontractors, guests, invilees, and their respeclive successors and assigns, of and from all and any actons and causes of action .
of every nalure, or other harm, including environmental harm, for which recovery of damages is sought, including. but not limited to, all losses and .
expenses which are caused by the activities of Lessee, its officers, employees, and agents arising out of, incidental to, or resulting from, the operations Seneas

of or for Lessee on the leased premises hereunder, or thal may arise oul of or be occasioned by Lessee's breach of any of the terms or provisions of this
Agreement, or by any other negligent or strictly liable act or omission of Lessee. Further, Lessee hereby agrees lo be liable for, exonerate, indemnify,
defend and hold harmless lhe Stale of Texas and the owner of the soil, their officers, employees and agenls, their successors or assigns, against any
and all claims, liabiliues, losses, damages, actions, personal injury (including death), costs and expenses, or other harm for which recovery of damages
is sought, under any theory including lorl, contract, or strict liability, including attorneys’ fees and other legal expenses, including those related to
environmental hazards, on the leased premises or in any way related to Lessee’s failure to comply with any and all environmental laws; those arising
from or in any way related lo Lessee's operatons or any other of Lessee's aclivilies on the leased premises; those arising from Lessee’s use of he
surface of the leased premises; and those thal may arise out of or be occasioned by Lessee's breach of any of the terms or provisions of this Agreement
or any other act or omission of Lessee, ils direclors, officers, employees, partners, agents, contraclors, subcontraclors, guests, invitees, and their
respective successors and assigns. Each assignee of this Agreement. or an inleresl therein, agrees 1o be liable for. exonerale, indemnify, defend and
hold harmiess the State of Texas and the owner of the soil, their officers, employees, and agents in the same manner provided above in connection with
the activites of Lessee, its officers, employees, and agents as descnibed above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF
THE INDEMNITY OBLIGATIONS AND\OR 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 highest degree of care and all reasonable safeguards lo prevent contamination or
poliution of any environmental medium, including soil, surface walers, groundwaler, sediments, and surface or subsurface strata. ambient air or any
other environmental medium in, on, or under, the leased premises, by any waste, pollutant, or contaminant. Lessee shall not bnng or permit o remain on
the leased premises any asbeslos conlaining matenais, explosives, loxic malenals, or subslances regulated as hazardous wasles, hazardous malenals,
hazardous substances (as the term "Hazardous Substance” is defined in the Comprehensive Environmental Response, Compensation and Liability Act
(CERCLA). 42 U.5.C. Sections 9601, et seq.). or loxic substances under any federal. state, or local law or regulation (“Hazardous Malenals’), except
ordinary products commonly used in connection wath oil and gas exploration and development operations and slored in the usual manner and quantities.
LESSEE'S VIOLATION OF THE FOREGOING 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 Nalural Resources Code 52.171 through 52.180, commonly
known as the Relinquishment Act, and other applicable statutes and amendments thereto, and if any provision in this lease does not conform lo these
slatutes, the statutes will prevail over any nonconforming lease provisions.



38. 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 Stale of Texas. Once the filing requirements found in Paragraph 39 of this lease have been satisfied, the effective date
of this lease shall be the date found on Page 1.

39. LEASE FILING. Pursuant to Chapter 9 of the Texas Business and Commerce Code, this lease must be filed of record in the office of the
County Clerk in any county in which all or any part of the leased premises is located, and certified copies thereof must be filed in the General Land
Office. This lease is not effective until a certified copy of this lease (which is made and certified by the County Clerk from his records) is filed in the
General Land Office in accordance with Texas Natural Resources Code 52.183. Additionally, this lease shall not be binding upon the State unless it
reciles the actual and true consideration paid or promised for execution of this lease. The bonus due the State and the prescribed filing fee shall
accompany such certified copy to the General Land Office.

LESSEE

STAT] XA —_— STATE OF TEXAS
BY: m I ck&a@ha S

Individually and as agent for the State of Texas Individually and as agent for the State of Texas
Date: a . Date:

STATE OF TEXAS STATE OF TEXAS

BY: BY:

Individually and as agent for the State of Texas Individually and as agent for the State of Texas

Date: Date:
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STATE OF W

COUNTY OF

BEFORE ME, the undersigned authority, on this day personally appeared \(T\aﬂ‘&a.__r cfm&ﬁ"’

(CORPORATION ACKNOWLEDGMENT)

known lo me o b‘eﬂw We is subscnbed to the foregoing instruments as _'A 18 -
of ﬁbq N o

executed the same for the purp

and acknowledged to me that he
therein expressed, in the capacity slated, and as the act and deed of said corporation.

24 _F;hw-;-‘:a,; 2]\

ANNE LEBLANC
Natary Public in and for

and consic

Given under my hand and seal of office this the

Ll % Notary Public, State of Texas
iy My Commission Expnru
IR February 08, 2014

STATE OF l € pidy

Widle-d

\/ r~
BEFORE ME, the undersigned authority. on this day personally appeared [ xniieil H Gre.
kmwnlomclobemepuwnmsananenssubsmbwwmebfegmngr' nis as “rq‘_*T\'{.i’ L_’J | {.l«m‘hk

(CORPORATION ACKNOWLEDGMENT)

COUNTY OF =

of & fercen Aetant-Caor .‘4 O O— anda}aummedgaa 1o me that he
executed the same for the purposes and consideration therein expressed, in lhe capacily staled, and as the act and deed of said corporation.
.\\ulllnn
Given under my hand and seal of ofﬂu ‘6 ”/&ay of \ LL‘-’*"" 0_| | =
3‘\¥' uBuo L ’) j '\ /, ]/
*;& PR AL (W \\ (b ]
£ il [ =
z (;. ) A Notary Public in and for / [
2 b Sk \“'q? &
STATE OF @, b by by (INDIVIDUAL ACKNOWLEDGMENT)
"." i) \\\ ok
COUNTY OF Ll

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

known to me to be the persons whose names are subscribed 1o 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

STATE OF

(INDIVIDUAL ACKNOWLEDGMENT)
COUNTY OF

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

known to me 1o be the persons whose names are subscribed Lo the foregoing instrument, and acknowledged to me that they execuled the same for the
purposes and consideration therein expressed.

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

Notary Public in and for




=
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EXHIBIT “A™

Attached to and made a part of that certain Oil and Gas Lease dated January 5, 2011, by and
between the State of Texas, acting by and through its agent Martha T. Cheadle, as Lessor
and Energen Resources Corp., as Lessee.

In the event of conflict or inconsistency between the printed terms of this lease and these added
terms of this lease, the added terms shall control and be deemed to supersede the printed terms of
the lease.

1. Delay Rentals. At the end of the first anniversary date of this lease, Lessee shall have the
option to maintain this lease for an additional two (2) years by delivering delay rentals for the
second year in the amount of $15,915.00. One half (1/2) of the second year delay rental will be
paid to the Lessor and one half (1/2) will be paid to the State of Texas. Delay rental for the third
year are included in the second year delay rental and if the second year is paid then no additional
delay rentals are due under this lease.

2. Marketing/Other Costs. " Lessors' royalty on oil, gas and associated liquid or liquefiable
hydrocarbons shall never bear, either directly or indirectly, any costs or expenses to treat, store,
gather, separate, dehydrate, compress, pipe, transport or truck the same or any other cost or
expenses whatsoever, except any severance, excise, windfall or, other like and similar tax
imposed thereon. To the extent that this lease is deemed to be a "market value at the well" form
of lease, and the price on which Lessee pays royalties reflects any deductions for post-production
costs and expenses, Lessee covenants and agrees in addition to royalties paid on a "market value
at the well" basis, to pay Lessor an additional sum equal to the royalty share reserved in this
lease of all such post-production costs and expenses, including costs of production, gathering,
storing, separating, treating, dehydrating, compressing, processing, marketing, transporting and
otherwise making the oil, gas and other products produced hereunder ready for sale or use.”

3. Royalty Payments Due. “All royalties that may become due hereunder shall commence to
be paid on each well within ninety (90) days after the first day of the month following the month
during which any well is completed and commences production. Thereafter all royalties on oil
shall be paid to Lessor on or before the last day of the month following the month of production,
and all royalties on gas shall be paid to Lessor on or before the last day of the second month
following the month of production. Royalties not paid when due shall bear interest payable to
Lessor, their heirs or assigns, at the rate of 2% above the prime rate as quoted by Chase Bank,
New York City. New York or its successors, commencing at the rate as quoted on the date such
payment was due, and fluctuating thereafter as such rate fluctuates. Interest charges shall
commence on the date payment is due and shall continue until payment is made in full. In no
event shall the interest rate be greater than the maximum allowed by law. If royalty is not paid by
such due date, Lessor may give Lessee written notice (by certified mail, retum receipt requested
to the addresses specified in this lease) of nonpayment of royalty, and if Lessors' royalty is not
paid on or before expiration of 30 days from Lessee's receipt of such notice. However, if there is
a bona fide dispute or a good faith question, based on an attoney's written title opinion of
royalty entitlement, Lessee may pay Lessors' royalty to a trustee to be invested in interest-
bearing accounts pending resolution of the entitlement issue, with the interest to belong to the

PAGE
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rightful royalty owner.” The contents contained herein paragraph number 3. shall apply only to
the owner of the surface and under no circumstance affect the Sate of Texas.

4. Oil and Gas Only. “ltis further agreed and understood that this lease covers oil and gas
only (including, with all oil and gas, all constituent elements thereof and all other liquid or
liquefiable hydrocarbons and products of every kind and character derived therefrom and
produced therewith), and all minerals other than oil and gas are excepted here-from and reserved
to Lessor, including, but not limited to, coal, lignite and uranium.”

5. Pooling:

All pooling terms and provisions hereafier described are subject to approval by the School Land
board.

Oil:  Without Lessor’s prior written consent, which shall not be unreasonably withheld, Lessee
may not pool any of the above described land for an oil well, unless Lessee includes at least one
half of the leased premises within the pooled unit; however, pooling for oil shall be allowed if
pooling is to include lands in the SE/2 of Section 36, Block 2, H&GN RR. Co. Survey, Reeves
County, Texas. Under no circumstance shall pooling for oil exceed 320 acres. And under no
circumstances will less than one half of the leased premises be included in any pooled unit.
Gas: In the event Lessee elects to pool or unitize the above described land with other land or
leases for the production of gas and related hydrocarbons from a vertical well, then any gas unit
or units so formed may not exceed 180 acres. In the event Lessee elects to pool or unitize the
above described land with other land or leases for the production of gas and related hydrocarbons
from a horizontal well, then any gas unit or units so formed may not exceed 320 acres.

6. Restrictions on Gas Pooling:

All pooling terms and provisions hereafter described are subject to approval by the School Land
board.

When The Unit Well Is On Other Lands:

Notwithstanding anything herein contained to the contrary, unless otherwise agreed to in writing
by Lessor, in the event a portion or portions of the leased premises are pooled or unitized with
other lands or leases so as to form a gas pooled unit or units and the unit well is not situated on
the leased premises, then in such event, not less than one-half of any such gas pooled unit shall
be comprised of the leased premises; provided, however, should an insufficient amount of the
leased premises be available to fulfill this requirement, then in such event, all of the then
remaining acreage out of the leased premises not previously allocated to a well or wells shall be
included in said gas pooled unit or units. Lessor’s consent herein shall not be unreasonably
withheld.

When The Unit Well Is On The Leased Premises:

Furthermore, unless otherwise agreed to in writing, in the event a portion or portions of the
leased premises are pooled or unitized with other lands or leases so as to form a gas pooled unit
or units and the unit well is situated on the leased premises, then in such event, Lessee shall
include all of the herein leased premises or all of the then remaining available acreage out of the
leased premises not previously allocated to a well or wells, whichever the case may be, into said
gas pooled unit or unit. Lessor's consent herein shall not be unreasonably withheld.

7. Depth Clause. “Notwithstanding anything to the contrary contained herein one (1) year after
the expiration of the primary term or after all continuous development operations have ceased,
after the primary term, whichever is the later, shall release all depths 100 feet below the deepest
producing strata in the well or wells located within the individual Retained Tract.”

[ o
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8. Indemnity. “Lessee assumes all risk and liability of any kind and nature incident to,
occasioned by or resulting in any manner from Lessee’s operations hereunder, except that
occasioned by Lessor’s own gross negligence. Lessee agrees to keep said land duly and fully
protected against liens of every character arising in connection with, or resulting from, said
operations, and agrees to indemnify and hold Lessor, and its respective representatives,
successors and assigns, harmless from and against any and all liens, demands, costs, expenses,
attorney’s fees, penalties, fines, remedial costs, restorations costs, judgments, suits and claims of
any kind for damages occasioned by, or on account of, Lessee’s (including Lessee’s servants,
agents, invitees, employees or independent contractors) operations, and against all claims for
property damage, personal injury or death sustained by any person or persons whomsoever,
natural or corporate, in connection with, or resulting from Lessee’s operation hereunder, and
whether or not involving active or passive negligence on the part of Lessee or its agents,
contractors or employees.

This lease, and all of the rights of Lessee hereunder, is made subject to all federal, state and local
laws, rules, orders and regulations pertaining in any way to protection of air, water, earth,
environmentally sensitive or threatened plant or animal life or any other part of the ecological
system. Lessee at its cost shall comply with all such laws, rules, and regulations (herein called
the “Environmental Laws™). Lessee shall defend, indemnify and hold Lessor harmless from any
and all liability, losses, claims notices, suits, damages, remedial work and causes arising from or
connected with (i) any failure to comply with any Environmental Law, and/or (ii) the physical
condition of the Leased Premises, to the extent such condition is caused, in whole or in part, due
to the actions or inactions of the Lessee, its employees, representatives, agents or assigns. The
amounts covered by Lessee’s indemnification of Lessor contained in the Preceding sentence
shall include attomeys’ fees and court costs. AND THE INDEMNIFICATION SHALL APPLY
REGARDLESS OF WHETHER LESSEE WAS NEGLIGENT, IN WHOLE OR IN PART.

It is further specifically provided that in the event it becomes necessary for Lessor to employ an
attorney or attorneys to enforce any of Lessee’s obligations hereunder and Lessor is successful in
any court action to enforce the same, Lessee agrees to pay all reasonable attoney’s fees and
court costs incurred by Lessor in connection herewith.

9. Production In-Kind. “Lessor may, at his option and sole risk, cost and expense, 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 the Lessor under this Lease be made in kind. Except during such
periods as Lessor may be receiving the same in kind, Lessee shall always be obligated to market
Lessor's royalty oil ratably with its own oil and at the same price, and Lessee shall also always be
obligated to reasonably market gas produced from the Leased Premises and to prevent the
drainage of gas therefrom. Without the prior written consent of Lessor, Lessee may not pay any
royalty in kind. Lessee may not enter into any hedging transactions or forward sales agreements
with a term greater than one year.”

10. Information. “Upon written request, lessee shall provide lessor with copies of any title
opinions, abstracts, or landman’s runsheets that are obtained by lessee. Lessee shall inform
lessor, in writing, of any litigation or liens that will affect the lease.”

11. Shut In Royalty Limitation. “Notwithstanding anything to the contrary herein, it is
understood and agreed that this lease may not be maintained in force for any one continuous
period of time longer than two (2) consecutive years after the expiration of the primary term
hereof solely by the provisions of the shut-in royalty clause.”
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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 photegraphic copy of the
original record now in my lawful custody and possession, as the same is
filed/recorded in the public recards of my office, found in VOL. 872

PAGE 496, THRU . OFFICIAL PUBLIC
) RECORDS
£, | hereby certiiedon 4 /
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General Lang Office

Relinquisnment Act Lease Form
Revised. September 1997
Austin, Texas
OIL AND GAS LEASE
THIS AGREEMENT is made and entered into this 5th day of January 2011 . bet 1 the State of Texas, acting
by and through its agent, Judith F. Patrick
of 433 Shiloh Dr,, Pensacola, FL. 32503-7713

(Give Permanent Address)
said agent herein referred lo as the owner of the soil (whether one or more), and Energen Resources Corp

of 3300 North A" Street Building 4, Suite 100, Midiand, TX, 79705 _ hereinafter called Lessee.

(Give Permanent Address)

1. GRANTING CLAUSE. For and in consideration of the amounts stated below and of the covenants and agreements to be paid, kept and
performed by Lessee under this lease, the Stale of Texas acting by and through the owner of the soil, hereby grants, leases and lets unto Lessee, for
the sole and only purpose of prospecling and drilling for and producing oil and gas, laying pipe lines, building tanks, storing oil and building power
stations, lelephone lines and other structures thereon, 1o produce, save, take care of, reat and transport said products of the lease, the following lands
situated in Reeves County, State of Texas, to-wit:

All of the NW/2 of Section 36, Block 2, H&GN RR Co. Survey

SEE EXHIBIT "A" ATTACHED HERETO AND MADE APART HEREOF

conlaining 318.30 acres, more or less. The bonus consideration paid for this lease is as follows:

To the State of Texas: Twenty-Six Thousand Two Hundred Fifty-Ning ———and-—-75/100's-
Dollars ($26,259.75 )

To the owner of the soil: Twenty-Six Thousand Two Hundred Fifty-Nine ————-and—-75/100's e
Dollars ($26,259.75 T—,

Total bonus consideration: Fifty-Two Thousand Five Hundred Nineleen —————and-—-50/100's
Dollars ($52,519.50 —)

The lotal bonus consideration paid represents a bonus of One Thousand Five Hundred ang———Na/100's———
Dollars ($1.500.00 ) per acre, on 35.013 net acres.

2. TERM. Subject to the other provisions in this lease, this lease shall be for a term of three (3) years from
this dalte (herein called “primary term”) and as long thereafter as oil and gas, or either of them, is produced in paying quantities from said land. As used
in this lease, the term “produced in paying quantities” means thal the receipts from the sale or other authorized commercial use of the substance(s)
covered exceed out of pocket operational expenses for the six months last past.
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3. DELAY RENTALS. If no well is commenced on the leased premises on or before one (1) year from this date, this lease shall terminate,
unless on or before such anniversary date Lessee shall pay or tender to the owner of the soil or to his credit in the

Bank, at
or its successors (which shall continue as the depository regardless of changes in the ownership of said land), the amount specified below: in addition,
Lessee shall pay or tender to the COMMISSIONER OF THE GENERAL LAND OFFICE OF THE STATE OF TEXAS, AT AUSTIN, TEXAS, a like sum on
or before said date. Payments under this paragraph shall operate as a rental and shall cover the privilege of deferring the commencement of a well for
one (1) year from said date. Payments under this paragraph shall be in the following amounts:

2 To the owner of the soil: Five Thousand Two Hundred Fifty-One -———and——95/100-——
.:-ncz Dollars ($5.251.95 e}
. To the State of Texas: Five Thousand Two Hundred Fifty-One ———and-——95/100-——-——

eanaes Dollars ($5,251.95 )

. Total Delay Rental: Ten Thousand Five Hundred Three and 90/100's:
.o Dollars ($10,503.90 )
L
. aee

In a like manner and upon like payments or tenders annually, the commencement of a well may be further deferred for successive periods of one (1)
year each during the primary term. All payments or tenders of rental to the owner of the soil may be made by check or sight draft of Lessee, or any
assignee of this lease, and may be delivered on or before the rental paying date. If the bank designated in this paragraph (or its successor bank) should
* cease lo exisl, suspend business, liquidate, fail or be succeeded by another bank, or for any reason fail or refuse to accept rental, Lessee shall not be
held in default for failure to make such payments or tenders of rental until thirty (30) days after the owner of the soil shall deliver to Lessee a proper
i b recordable instrument naming another bank as agent to receive such payments or tenders.
seee

4. PRODUCTION ROYALTIES. Upon production of oil and/or gas, Lessee agrees lo pay or cause lo be paid one-half (1/2) of the royalty
provided for in this lease 1o the Commissioner of the General Land Office of the State of Texas, at Austin, Texas, and one-half (1/2) of such royalty to the
owner of the soil:

(A) OIL. Royalty payable on oil, which is defined as including all hydrocarbons produced in a liquid form at the mouth of the well and also as
all condensate, distillate, and other liquid hydrocarbons recovered from oil or gas run through a separator or other equipment, as hereinafter provided,
shall be 1/4 part of the gross production or the market value thereof, at the option of the owner of the soil or the Commissioner of the General
Land Office, 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 leased premises is sold, used or processed in a plant, it will be run free of cost to the royalty owners through an adequate oil
and gas separator of conventional type, or other equipment at least as efficient, so that all liquid hydrocarbons recoverable from the gas by such means
will be recovered. The requirement that such gas be run through a or other equipment may be walved, in writing, by the royalty owners upon
such terms and conditions as they prescribe.

(B) NON PROCESSED GAS. 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 1o gas processed in a plant for
the extraction of gasoline, liquid hydrocarbons or other products) shall be 1/4 part of the gross production or the market value thereof, at the
option of the owner of the soil or the Commissioner of the General Land Office, such value to be based on the highest markel 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 lo the producer, whichever is the greater;
provided that the maximum pressure base in measuring the gas under this lease shall nol at any time exceed 14.65 pounds per square inch absolute,
and the standard base temperature shall be sixty (60) degrees Fahrenheit, correction to be made for pressure according to Boyle's Law, and for specific
gravity according to tests made by the Balance Method or by the most approved method of testing being used by the industry at the ime of testing.

(C) PROCESSED GAS. Royalty on any gas processed in a gasoline plant or other plant for the recovery of gasoline or other liquid
hydrocarbons shall be 1/4 part of the residue gas and the liquid hydrocarbons extracted or the markel value thereof, at the option of the owner
of the soil or the Commissioner of the General Land Office. All royalties due herein shall be based on one hundred percent (100%) of the total plant
production of residue gas attributable to gas produced from this lease, and on fifty percent (50%), or that percent accruing to Lessee, whichever is the
greater, of the total plant production of liquid hydrocarbons attributable to the gas produced from this lease; provided that if liquid hydrocarbons are
recovered from gas processed in a plant in which Lessee (or its parent, subsidiary or affiliale) owns an interest, then the percentage applicable to liquid
hydrocarbons shall be fifty percent (50%) or the highesl percent accruing to a third party processing gas through such plant under a processing
agreement negoliated at arm’s length (or if there is no such third party, the highest percent then being specified in p i its or contracts in
the industry), whichever is the greater. The respective royalties on residue gas and on liquid hydrocarbons shall ba delerminad 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. 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 shall be 1/4 part of
the gross production of such products, or the market value thereof, at the option of the owner of the sail or the Commissioner of the General Land Office,
such market value to be determined as follows: 1) on the basis of the highest market price of each product for 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.

5. 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 under this lease in no event shall be less than an amount equal to the total annual delay rental herein provided; 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 the total annual rental less the
amount of royalties paid during the preceding year. If Paragraph 3 of this lease does not specify a delay rental amount, then for the purposes of this
paragraph, the delay rental amount shall be one dollar ($1.00) per acre.
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6. ROYALTY IN KIND. Notwithstanding any other provision in this lease, at any time or from time to time, the owner of the sail or the
Commissioner of the General Land Office may, at the option of either, upon not less than sixty (60) days nolice to the holder of the lease, require that the
payment of any royallies accruing to such royalty owner under this lease be made in kind. The owner of the soil's or the Commissioner of the General
Land Office’s right 1o take its royalty in kind shall not diminish or negate the owner of the soil's or the Commissioner of the General Land Office’s rights
or Lessee's obligations, whether express or implied, under this lease.

7. NO DEDUCTIONS. Lessee agrees that all royalties accruing under this lease (including those paid In kind) shall be without deduction for
the cost of producing, gathering, storing, separaling, treating, dehydrating, compressing, processing, transporting, and otherwise making the oil, gas and
other products hereunder ready for sale or use. Lessee agrees to compute and pay royalties on the gross value received, including any reimbursements
for severance laxes and production reiated costs.

. 8. PLANT FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as may represent this lease's proportionale share of any fuel
.: o o' used lo process gas produced hereunder in any processing plant. Notwithstanding any other provision of this lease, and subject lo the written consent of
the owner of the soil and the Commissioner of the General Land Office, Lessee may recycle gas for gas lift purposes on the leased premises or for
injection into any oil or gas producing formation underlying the leased premises after the liquid hydrocarbons contained in the gas have been removed;
no royalties shall be payable on the recycled gas until it is produced and sold or used by Lessee in a manner which enlitles the royalty owners to a
® royalty under this lease.

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

Payment of royalty on production of oil and gas shall be as provided in the rules sel forth in the Texas Register. Rules currently provide that royalty on oil
is due and must be received in the General Land Office on or before the 5th day of the second month succeeding the month of production, and royalty
. on gas is due and must be received in the General Land Office on or before the 15th day of the second month succeeding the month of production,
accompanied by the affidavit of the owner, manager or other authorized agent, completed in the form and manner prescribed by the General Land Office
. and showing the gross amount and disposition of all oil and gas produced and the market value of the oil and gas, logether with a copy of all documents,
LEE 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 lo verify the gross production, disposition and market value. In all cases the authority of a manager or agent
1o act for the Lessee herein must be filed in the General Land Office. Each royalty payment shall be accompanied by a check stub, schedule, summary
or other 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
grealer. A royalty payment which is over thirty (30) days late shall accrue a penalty of 10% of the royalty due or $25.00 whichever is greater. In addition
to a penalty, royalties shall accrue interest at a rale of 12% per year; such interest will begin to accrue when the royalty is sixty (60) days overdue.
Affidavits and supporting documents which are not filed when due shall incur a penalty in an amount set by the General Land Office administrative rule
which is effective on the date when the affidavits or supporting documents were due. The Lessee shall bear all responsibility for paying or causing
royalties to be paid as prescribed by the due date provided herein. Payment of the delinquency penalty shall in no way operate to prohibit the State's
right of forfeiture as provided by law nor act to postpone the date on which royalties were originally due. The above penalty provisions shall not apply in
cases of title dispute as to the State's portion of the royaity or to that portion of the royalty in dispute as to fair market value.

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually fumish the Commissioner of the General Land Office
with its best possible estimate of oil and gas reserves underlying this lease or allocable (o this lease and shall furnish said Commissioner with copies of
all contracts under which gas is sold or processed and all subsequent agreements and amendments to such contracts within thirty (30) days after
entering into or making such contracts, agreements or amendments. Such contracts and agreements when received by the General Land Office shall be
held in confidence by the General Land Office unless otherwise authorized by Lessee. All other contracts and records pertaining lo 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 al all times be subject to inspection and examination by the Commissioner of the General Land Office, the
Attorney General, the Governor, or the representative of any of them.

(B) PERMITS, DRILLING RECORDS. Written notice of all operations on this lease shall be submitted lo 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 lests,
completion reports and plugging reports shall be supplied to the General Land Office at the time they are filed with the Texas Railroad Commission. All
applications, permits, reports or other filings that reference this lease or any specific well on the leased premises and that are submitted to the Texas
Railroad Commission or any other governmental agency shall include the word "State” in the title. Additionally, in accordance with Railroad Commission
rules, any signage on the leased premises for the purpose of identifying wells, tank batteries or other associated improvements (o the land must also
Include the word “State.” Lessee shall supply the General Land Office with any records, memoranda, accounts, reports, cultings and cores, or other
information relative to the operation of the above-described premises, which may be requested by the General Land Office, in addition to those herein
expressly provided for. Lessee shall have an electrical and/or radioactivity survey made on the bore-hole section, from the base of the surface casing to
the total depth of well, of all wells drilled on the above described premises and shall transmit a true copy of the log of each survey on each well to the
General Land Office within fifteen (15) days after the making of said survey.

(C) PENALTIES., Lessee shall incur a penalty whenever reports, documents or other materials are nol 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 matenals were due in
the General Land Office.

11, DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, during the primary term hereof and prior to discovery and
production of oil or gas on said land, Lessee should drill a dry hole or holes thereon, or if duning the primary lerm hereof and after the discovery and
actual production of oil or gas from the leased premises such production thereof should cease from any cause, this lease shall not terminate if on or
before the expiration of sixty (60) days from date of completion of said dry hole or cessation of production Lessee commences additional drilling or
reworking operalions thereon, or pays or tenders the next annual delay rental in the same manner as provided in this lease. If, dunng the last year of ihe
primary term or within sixty (60) days prior thereto, a dry hole be completed and abandoned, or the production of oil or gas should cease for any cause,
Lessee’s rights shall remain in full force and effect without further operations until the expiration of the primary term; and if Lessee has not resumed
production in paying quantities al the expiration of the primary lerm, Lessee may maintain this lease by conducting additional drilling or reworking
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operations pursuant to Paragraph 13, using the expiration of the primary term as the date of cessation of production under Paragraph 13. Should the first
well or any subsequent well drilled on the above described land be completed as a shut-in oil or gas well within the primary term hereof, Lessee may
resume payment of the annual rental in the same manner as provided herein on or before the rental paying date following the expiration of sixty (60)
days from the date of completion of such shut-in oil or gas well and upon the failure to make such payment. this lease shall ipso facto terminate. If at the
expiration of the primary term or any lime 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.

12. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. If, at the expiration of the primary term, neither oil nor gas is being
produced on said land, but Lessee is then engaged in drilling or reworking operations thereon, this lease shall remain in force so long as operations on
said well or for drilling or reworking of any additional wells are prosecuted in good faith and in workmanlike manner without interruptions totaling more
than sixty (60) days during 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

R i in paying quantities from said land, or payment of shut-in oil or gas well royallies or compensatory royalties is made as provided in this lease.
-
. 13. CESSATION, DRILLING, AND REWORKING. If, after the expiration of the primary term, production of oil or gas from the leased
ssanss premises, after once obtained, should cease from any cause, this lease shall not terminale If Lessee commences additional drilling or reworking
L b operations within sixty (60) days after such cessation, and this lease shall remain in full force and effect for so long as such operations continue in good
- faith and in workmanlike manner without Interruptions totaling more than sixty (60) days. If such drilling or reworking operations result in the production
e of oil or gas. the lease shall remain in full force and effect for so long as oil or gas is produced from the leased premises in paying quantities or payment
.. of shut-in oil or gas well royalties or payment of compensatory royalties is made as provided herein or as provided by law. If the drilling or reworking
LI operations result in the completion of a well as a dry hole, the lease will not terminate if the Lessee commences additional drilling or reworking
operations within sixty (60) days after the completion of the well as a dry hole, and this lease shall remain in effect so long as Lessee continues drilling or
reworking operations in good faith and in a workmanlike manner without interruptions totaling more than sixty (60) days. Lessee shall give written notice
A to the General Land Office within thirty (30) days of any cessation of production.
snve 14. SHUT-IN ROYALTIES. For purposes of this paragraph, “well* means any well that has been assigned a well number by the state agency
T having jurisdiction over the production of oil and gas. If, at any time after the expiration of the primary term of a lease that, until being shut in, was being

maintained in force and effect, a well capable of producing oil or gas in paying quantities is located on the leased premises, but oil or gas is nol being
produced for lack of suitable production facilities or lack of a suitable market, then Lessee may pay as a shut-in oil or gas royalty an amount equal to
double the annual rental provided in the lease, but not less than $1,200 a year for each well capable of producing oil or gas in paying quantities. If
Paragraph 3 of this lease does not specify a delay rental amount, then for the purposes of this paragraph, the delay rental amount shall be one dollar
($1.00) 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 lo produce oil or gas from the leased premises, or (3) 60 days after Lessee completes a drilling or reworking operation in accordance
with the lease provisions; whichever date is latest. Such payment shall be made one-half (1/2) to the Commissioner of the General Land Office and one-
half (1/2) to the owner of the soil. If the shul-in oil or gas royalty is paid, the lease shall be considered 1o be a producing lease and the payment shall
extend the term of the lease for a period of one year from the end of the primary term, or from the first day of the month following the month in which
production ceased, and, after that, if no suitable production facilities or suitable market for the oil or gas exists, Lessee may extend the lease for four
more successive periods of one (1) year by paying the same amount each year on or before the expiration of each shut-in year,

15. COMPENSATORY ROYALTIES. If, during the period the lease is kept in effect by payment of the shut-in oil or gas royalty, oil or gas is
sold and delivered in paying quantities from a well located within one thousand (1,000) feet of the leased premises and completed in the same producing
reservoir, or in any case in which drainage is occurring, the right to continue to maintain the lease by paying the shut-in oil or gas royalty shall cease, but
the lease shall remain effective for the remainder of the year for which the royally has been paid, The Lessee may maintain the lease for four more
successive years by Lessee paying compensatory royalty at the royalty rate provided in the lease of the market value of production from the well causing
the drainage or which is completed in the same producing reservoir and within one thousand (1,000) feet of the leased premises. The compensatory
royalty is to be paid monthly, one-half (1/2) to the Commissioner of the General Land Office and one-half (1/2) to the owner of the soil, beginning on or
before the last day of the month following the month in which the oil or gas is produced from the well causing the drainage or that is completed in the
same producing reservoir and located within one thousand (1,000) feet of the leased premises. If the compensalory royalty paid in any 12-menth period
is an amount less than the annual shut-in oil or gas royalty, Lessee shall pay an amount equal to the difference within thirty (30) days from the end of the
12-month period. Compensatory royalty payments which are not timely paid will accrue penalty and interest in accordance with Paragraph 9 of this
lease. None of these provisions will relieve Lessee of the obligation of reasonable development nor the obligation to drill offset wells as provided in
Texas Natural Resources Code 52.173; however, at the determination of the Commissioner, and with the Commissioner’s written approval, the payment
of compensatory royalties can satisfy the obligation to drill offset wells.

16. RETAINED ACREAGE. Notwithstanding any provision of this lease o 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 r bly prudent op 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
ferminate as to all of the leased premises, EXCEPT (1) 40 acres surrounding each oil well capable of producing in paying quantities and 320 acres
surrounding each gas well capable of producing in paying quantities (including a shut-in oil or gas well as provided in Paragraph 14 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 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 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 authority having jurisdiction. If al 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 thal less acreage is thereafter allocated to said well or wells for
production purposes, this lease shall thereupon terminate as to all acreage not thereafter allocated to said well or wells for production purposes
Notwithstanding the termination of this lease as to a portion of the lands covered hereby, Lessee shall nevertheless continue to have the right of ingress
to and egress from the lands still subject to this lease for all purposes described in Paragraph 1 hereof, together with easements and rights-of-way for
existing roads, existing pipelines and other existing facilities on, over and across all the lands described in Paragraph 1 hereof (“the retained lands”). for
access to and from the retained lands and for the gathering or transportation of oil, gas and other minerals produced from the retained lands.
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(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 16 (A) above, unless on or before two (2) years after the primary or extended term Lessee pays an amount equal to one-hall (1/2) of the
bonus originally paid as consideration for this lease (as specified on page 1 hereof). If such amount is paid, this lease shall be in force and effect as to
such deeper depths, and said termination shall be delayed for an additional period of two (2) years and so long thereafter as oil or gas is produced in
paying quantities from such deeper depths covered by this lease.

(C) IDENTIFICATION AND FILING. The surface acreage retained hereunder as to each well shall, as nearly as practical, be in the form of a
square with the well located in the center thereof, or such other shape as may be approved by the Commissioner of the General Land Office. Within
thirty (30) days after partial termination of this lease as provided herein, Lessee shall execute and record a release or releases containing a salisfactory
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
.. ...t to execute and record such release or releases within ninety (90) days after being requested to do so by the General Land Office, then the
. Commissioner at his sole discretion may designate by written instrument the acreage and/or deplhs lo be released hereunder and record such

i .o 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
Sereet designation shall be binding upon Lessee for all purposes.
- 17. OFFSET WELLS. Neither the bonus, delay rentals, nor royalties paid, or to be paid, under this lease shall relieve Lessee of his obligation
. to protect the oil and gas under the above-described land from being drained. Lessee, sublessee, receiver or other agent in control of the leased
: » P premises shall drill as many wells as the facts may justify and shall use appropriate means and drill to a depth necessary 1o prevent undue drainage of

oil and gas from the leased premises. In addition, if oil and/or gas should be produced in commercial quantities within 1,000 feet of the leased premises,
or in any case where the leased premises is being drained by production of oil or gas, the Lessee, sublessee, receiver or other agent in control of the
leased premises shall in good faith begin the drilling of a well or wells upon the leased premises within 100 days after the draining well or wells or the

. well or wells completed within 1,000 feet of the leased premises slart producing in commercial quantities and shall prosecute such drilling with diligence

Fallure to satisfy the statutory offset obligation may subject this lease and the owner of the soil's agency rights to forfeiture. Only upon the determination

ware of the Commissioner of the General Land Office and with his written approval may the payment of compensatory royalty under applicable statutory
enee paramelers satisfy the obligation to drill an offset well or wells required under this paragraph.

18. FORCE MAJEURE. If, after a good faith effort, Lessee is prevented from complying with any exp or implied covenant 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, rebellion, riots,
strikes, acts of God, or any valid order, rule or regulation of government authority, then while so prevented, Lessee's obligalion to comply with such
covenanl shall be suspended and Lessee shall not be liable for damages for failure to comply with such covenants: additionally, this lease shall be
extended while Lessee is prevented, by any such cause, from conducting drilling and reworking operations or from producing oil or gas from the leased
premises. However, nothing in this paragraph shall suspend the payment of delay rentals in order to maintain this lease in effect during the primary term
In the absence of such drilling or reworking operations or production of oil or gas.

19. WARRANTY CLAUSE. The owner of the soil warrants and agrees to defend title to the leased premises. If the owner of the soll defaults
In payments owed on the leased premises, then Lessee may redeem the rights of the owner of the soll in the leased premises by paying any mortgage,
taxes or other liens on the leased premises. If Lessee makes payments on behalf of the owner of the soll under this paragraph, Lessee may recover the
cos! of these payments from the rental and royallies due the owner of the soil.

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soil owns less than the entire undivided surface estate in the above
described land, whether or not Lessee's interest is specified herein, then the royalties and rental herein provided to be paid to the owner of the soil shall
be paid to him in the proportion which his interest bears to the entire undivided surface estate and the royalties and rental herein provided to be paid to
the Commissioner of the General Land Office of the State of Texas shall be likewise proportionately reduced. However, before Lessee adjusts the
royalty or rental due to the Commissioner of the General Land Office, Lessee or his authorized representative must submit to the Commissioner of the
General Land Office a written statement which explains the discrepancy between the interest purportedly leased under this lease and the actual interest
owned by the owner of the soil. The Commissioner of the General Land Office shall be paid the value of the whole production allocable to any undivided
interest not covered by a lease, less the proportionate development and production cost allocable to such undivided interest. However, in no event shall
the Commissioner of the General Land Office receive as a royalty on the gross production allocable to the undivided interest not leased an amount less
than the value of one-sixteenth (1/16) of such gross production.

(B) REDUCTION OF PAYMENTS, If, during the primary term, a portion of the iand covered by this lease is included within the boundaries
of a pooled unit thal has been approved by the School Land Board and the owner of the soil in accordance with Natural Resources Code Sections
52.151-52.154, or if, at any time after the expiration of the primary term or the extended term, this lease covers a lesser number of acres than the total
amounl described herein, payments that are made on a per acre basis hereunder shall be reduced according to the number of acres pooled, released,
surrendered, or otherwise severed, so thal 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 oulside the boundaries of a pooled unil, or, if after the expiration of the primary term, the number of acres
aclually retained and covered by this lease.

21. USE OF WATER. Lessee shall have the right to use water produced on said land necessary for operations under this lease excepl water
from wells or tanks of the owner of the soil; provided, however, Lessee shall not use potable water or water suitable for livestock or irrigation purposes
for waterflood operations withoul the prior consent of the owner of the soil.

22. AUTHORIZED DAMAGES. Lessee shall pay the owner of the soil for damages caused by its operations to all personal property,
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 depth.

24. WELL LOCATION LIMIT. No well shall be drilled nearer than two hundred (200) feet to any house or bamn now on said premises without
the written consent of the owner of the soil.
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25. POLLUTION. In developing this area, Lessee shall use the highest degree of care and all proper safeguards to prevent pollution. Without
limiting the foregeing, 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 1o public and private properties. 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. Lessee shall, while conducting operations on the leased premises, keep said premises free of all rubbish, cans, bottles, paper cups or garbage,
and upon completion of operations shall restore the surface of the land to as near its original condition and contours as is practicable. Tanks and
equipment will be kept painted and presentable.

26. REMOVAL OF EQUIPMENT. Subject to limitations in this paragraph, Lessee shall have the right to remove machinery and fixtures placed
by Lessee on the leased premises, including the right to draw and remove casing, within one hundred twenty (120) days after the expiration or the
termination 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 capable of producing oil and gas in paying quantities. Additionally, Lessee may not draw and remove casing until after thirty (30) days written
sssese nolice to the Commissioner of the General Land Office and to the owner of the soil. The owner of the soil shall become the owner of any machinery,

» - fixtures, or casing which are not timely removed by Lessee under the terms of this paragraph.

.
oo 27. (A) ASSIGNMENTS. Under the conditions contained in this paragraph and Paragraph 29 of this lease, the rights and estates of either
.. party to this lease may be assigned, in whole or in part, and the provisions of this lease shall extend to and be binding upon their heirs, devisees, legal
L representatives, 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 rights, privileges and estates 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 owner of the soil (or his heirs, devisees, legal representatives or assigns) furnishes the Lessee with satisfactory written evidence of the change

i in ownership, including the original recorded muniments of title (or a certified copy of such original) when the ownership changed because of a
sane conveyance. A lotal or partial assignment of this lease shall, o the extent of the interest assigned, relieve and discharge Lessee of all subsequent
oo .: obligations under this lease. If this lease Is assigned in its entirety as to only part of the acreage, the right and oplion to 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 o 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 tendered; however, if the assignor or assignee does not file a certified
copy of such assignment in the General Land Office before the next rental paying dale, the entire lease shall terminate for failure to pay the entire rental
due under Paragraph 3. Every assignee shall succeed to all rights and be subject lo all obligations, liabilities, and penalties owed to the State by the
original 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 this lease in whole or in
part 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
the agency power of the owner may be forfeited by the Commissioner. An assignment will be treated as if it were made to the owner of the soil if the
assignee is:

(1) a nominee of the owner of the soil;

(2) a corporation or subsidiary in which the owner of the soil is a principal stockholder or is an employee of such a corporation or subsidiary;

(3) a partnership in which the owner of the soil is a partner or is an employee of such a partnership;

(4) a principal stockholder or employee of the corporation which is the owner of the soll;

(5) a partner or employee in a partnership which is the owner of the soil;

(8) a fiduciary for the owner of the soil; including but not limited to a guardian, trustee, executor, administrator, receiver, or conservator for the

owner of the soil; or

(7) a family member of the owner of the soil or related to the owner of the soil by marriage, blood, or adoption.

28. RELEASES. Under the conditions contained in this paragraph and Paragraph 29, Lessee may at any time execute and deliver to the
owner of the soil and place of record a release or releases covering any portion or portions of the leased premises, and thereby surrender this lease as
to such portion or portions, and be relieved of all subsequent obligations as to acreage surrendered. If any part of this lease is properly surendered, the
delay rental due under this lease shall be reduced by the proportion that the surrendered acreage bears lo the acreage which was covered by this lease
immediately prior to such surrender; however, such release will not relieve Lessee of any liabilities which may have accrued under this lease prior to the
surrender 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
recorded in the county where the land is situated, and the recorded instrument, or a copy of the recorded instrument certified 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 is not so filed, the rights acquired under this lease shall be subject to forfeiture at the option of the
Commissioner of the General Land Office.

30. DISCLOSURE CLAUSE. All provisions pertaining lo the lease of the above-described land have been included in this instrument,
including the statement of the true consideration to be paid for the execution of this lease and the rights and duties of the parties. Any collateral
agreements concerning the development of oil and gas from the leased premises which are not contained in this lease render this lease invalid.

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. When the interests of the owner of the soil conflict with those of the State, the owner of the soil is obligated to put the State's
interests before his personal interests.

32. FORFEITURE. If Lessee shall fail or refuse to make the payment of any sum within thirty days after it becomes due, or If Lessee or an
authorized agent should knowingly make any false return or false report conceming production or drilling, or if Lessee shall fail or refuse to drill any
offset well or wells in good faith as required by law and the rules and regulations adopted by the Commissioner of the General Land Office, or if Lessee
should fail to file reports in the manner required by law or fail to comply with rules and regulations promulgated by the General Land Office, the School
Land Board. or the Railroad Commission, or if Lessee should refuse the proper authority access to the records pertaining to operations, or if Lessee or
an authonized agent should knowingly fail or refuse to give correct information to the proper authority. or knowingly fail or refuse to furnish the General
Land Office a correct log of any well, or if Lessee shall knowingly violate any of the material provisions of this lease, or if this lease is assigned and the
assignment is not filed in the General Land Office as required by law, the rights acquired under this lease shall be subject to forfeiture by the
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Commissioner, and he shall forfeil same when sufficiently informed of the facts which authorize a forfeiture, and when forfeited the area shall again be
subject to lease under the terms of the Relinquishment Act. However, nothing herein shall be construed as waiving the automatic termination of this
lease by operation of law or by reason of any special limitation arising hereunder. Forfeitures may be set aside and this lease and all rights thereunder
reinstated before the rights of another intervene upon satisfactory evidence to the Commissioner of the General Land Office of future compliance with
the provisions of the law and of this lease and the rules and regulations that may be adopled relative hereto.

33. LIEN. In accordance with Texas Natural Resources Code 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 Texas Natural Resources Code 52.136 and any other applicable statutory lien, an
express contractual lien on and security interest in all leased minerals in and extracted from the leased premises, all proceeds which may accrue to
Lessee from the sale of such leased minerals, whether such proceeds are held by Lessee or by a third party, and all fixtures on and improvements to the
leased premises used in connection with the production or processing of such leased minerals in order to secure the payment of all royalties or other
amounts due or 1o become due under this lease and lo 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 withoul court proceedings in
the manner provided in the Title 1, Chap. 9 of the Texas Business and Commerce Code. Lessee agrees that the Commissioner may require Lessee to
execule and record such instruments as may be reasonably necessary lo acknowledge. attach or perfect this lien. Lessee hereby represents that there
are no prior or superior liens arising from and relating to Lessee's activilies upon the above-described property or from Lessee’s acquisition of this lease
Should the Commissioner at any time determine that this representation is not true, then the Commissioner may declare this lease forfeited as provided
herein.

34. POOLING. Lessee is hereby granted the right to pool or unitize the royalty interest of the owner of the soil under this lease with any other
leasehold or mineral interest for the exploration, development and production of oil or gas or either of them upon the same terms as shall be approved
by the School Land Board and the Commissioner of the General Land Office for the pooling or unitizing of the interest of the State under this lease
pursuant to Texas Natural Resources Code 52.151-52.154. The owner of the soil agrees that the inclusion of this provision in this lease satisfies the
execution requirements stated in Texas Natural Resources Code 52.152.

35. INDEMNITY. Lessee hereby releases and discharges the State of Texas and the owner of the soil, their officers, employees. partners,
agents, contraclors, subcontractors, guests, invitees, and their respective successors and assigns, of and from all and any actions and causes of action
of every nalure, or other harm, including environmental harm, for which recovery of damages is sought, including, but not limited to, all losses and
expenses which are caused by the activities of Lessee, its officers, employees, and agents arising out of, incidental to, or resulling from, the operations
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 terms or provisions of this
Agreement, or by any other negligent or strictly liable act or omission of Lessee. Further, Lessee hereby agrees to be liable for, exonerate, indemnify,
defend and hold harmiess the State of Texas and the owner of the soil, their officers, employees and agents, their successors or assigns, against any
and all claims, liabilities, losses, damages, actions, personal injury (including death), costs and expenses, or other hamm for which recovery of damages
is sought, under any theory including tort, contract. or strict liability, including attorneys’ fees and other legal expenses, including those related 1o
environmental hazards, on the leased premises or in any way related to Lessee's failure to comply with any and all environmental laws; those arising
from or in any way related to Lessee's operations or any other of Lessee’s activities on the leased premises; those arising from Lessee’s use of the
surface of the leased premises; and those that may arise out of or be occasioned by Lessee's breach of any of the terms or provisions of this Agreement
or any other act or omission of Lessee, ils directors, officers, employees, pariners, agents, contractors, subcontractors, guests, invitees, and their
respective successors and assigns. Each assignee of this Agreement, or an interesl therein, agrees to be liable for, exonerate, indemnify, defend and
hold harmless the State of Texas and the owner of the soil, their officers, employees, and agents in the same manner provided above in connection with
the activities of Lessee, its officers, employees, and agents as described above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF
THE INDEMNITY OBLIGATIONS AND\OR 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 highest degree of care and all reasonable safeguards to prevent contamination or
pollution of any environmental medium, including soil, surface waters, groundwater, sediments, and surface or subsurface strata, ambient air or any
other environmental medium in, on, or under, the leased premises, by any waste, pollutant, or contaminant. Lessee shall not bring or permit to remain on
the leased premises any asbestos containing ials, explosives, toxic materials, or substances regulaled as hazardous wasles, hazardous materials,
hazardous substances (as the term “Hazardous Substance” is defined in the Comprehensive Environmental Response, Compensation and Liability Act
(CERCLA), 42 U.S.C. Sections 9601, et seq.). or toxic substances under any federal, state, or local law or regulation (*Hazardous Malerials™), except
ordinary products commonly used in connection with oil and gas exploration and development operations and stored in the usual manner and quantities.
LESSEE'S VIOLATION OF THE FOREGOING 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 52.180, commonly
known as the Relinquishment Act, and other applicable statutes and amendments thereto, and if any provision in this lease does not conform lo these
statutes, the statutes will prevail over any nonconforming lease provisions.
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. 38. 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. Once the filing requirements found in Paragraph 39 of this lease have been satisfied, the effective date
of this lease shall be the date found on Page 1.

39. LEASE FILING. Pursuant to Chapter 9 of the Texas Business and Commerce Code, this lease must be filed of record in the office of the
County Clerk in any county in which all or any part of the leased premises is located, and certified copies thereof must be filed in the General Land
Office. This lease is not effective until a certified copy of this lease (which is made and certified by the County Clerk from his records) is filed in the
General Land Office in accordance with Texas Natural Resources Code 52.183. Additionally, this lease shall not be binding upon the State unless it
recites the actual and true consideration paid or promised for execution of this lease. The bonus due the State and the prescribed filing fee shall
accompany such certified copy lo the General Land Office.

LESSEE 4

STATE OF T! ") STATE OF TEXAS

v, Ot A Vekel .

Indivldua]ly and as agent for the State of Texas Individually and as agent for the State of Texas
Date: 3 -10 -1l Date:

STATE OF TEXAS
BY:

Individually and as agent for the State of Texas
Date:

STATE OF TEXAS
BY:

Individually and as agent for the State of Texas
Date:
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stateoF__J & 77, ) (CORPORATION ACKNOWLEDGMENT)

COUNTYOF _/ || |© i (g, 1!.""‘

i /
BEFORE ME, the undersigned authority, on this day personally appeared Ve i NPT &

known 1o me lo be the person whosg name is subscribed (o the foregoing inslrunerlls as f
of and acknowledged to me that he

execuled the same for the purposes and consideralion therein expressed, in the capacity stated, and as the acl and deed of said corporation.

Given under my hand and seal of office this meﬁg__' day of ﬁl@% 200/ .

| .
A'_J\_’ XS

e,
" DEBBIE CAROL
‘: MY mssmmg Notary Public in and for / J’J)"o 0
21,2011
STATE OF (CORPORATION ACKNOWLEDGMENT)
COUNTY OF

d

BEFORE ME. the undersigned authority, on this day persenally app

known to me to be the person whose name s subscribed to the foregoing instruments 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 3

Notary Public in and for

stateor_t \Gi it QL (INDIVIDUAL ACKNOWLEDGMENT)

countyof & S{nibi

- ~ ‘”‘) 4 :
BEFORE ME, the undersigned authority, on this day personally appeared _- | 1| bidt F Yainel

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

Given under my hand and seal of office this the ici"dayof lr Zind "ul;) ol
[v b oo O .
Rt a I A s i o : e
2, Notary Publc State o Flonda L5 Lllilifu ; /.‘Ha; LL 1D
> . Cassandra L Complon .
P A My Commission DD87970% Notary Public in and for
"’un Expires 06/28/2013
STATE OF (INDIVIDUAL ACKNOWLEDGMENT)
COUNTY OF

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

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

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

Notary Public in and for
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EXHIBIT “A”

Attached to and made a part of that certain Oil and Gas Lease dated January 5, 2011, by and
between the State of Texas, acting by and through its agent Judith F. Patrick, as Lessor and
Energen Resources Corp., as Lessee.

In the event of conflict or inconsistency between the printed terms of this lease and these added
terms of this lease, the added terms shall control and be deemed to supersede the printed terms of
the lease.

1. Delay Rentals. At the end of the first anniversary date of this lease, Lessee shall have the
option to maintain this lease for an additional two (2) years by delivering delay rentals for the
second year in the amount of $10,503.90. One half (1/2) of the second year delay rental will be
paid to the Lessor and one half (1/2) will be paid to the State of Texas. Delay rental for the third
year are included in the second year delay rental and if the second year is paid then no additional
delay rentals are due under this lease.

2. Marketing/Other Costs. “ Lessors' royalty on oil, gas and associated liquid or liquefiable
hydrocarbons shall never bear, either directly or indirectly, any costs or expenses to treat, store,
gather, separate, dehydrate, compress, pipe, transport or truck the same or any other cost or
expenses whatsoever, except any severance, excise, windfall or, other like and similar tax
imposed thereon. To the extent that this lease is deemed to be a "market value at the well" form
of lease, and the price on which Lessee pays royalties reflects any deductions for post-production
costs and expenses, Lessee covenants and agrees in addition to royalties paid on a "market value
at the well" basis, to pay Lessor an additional sum equal to the royalty share reserved in this
lease of all such post-production costs and expenses, including costs of production, gathering,
storing, separating, treating, dehydrating, compressing, processing, marketing, transporting and
otherwise making the oil, gas and other products produced hereunder ready for sale or use.”

3. Royalty Payments Due. “All royalties that may become due hereunder shall commence to
be paid on each well within ninety (90) days after the first day of the month following the month
during which any well is completed and commences production. Thereafter all royalties on oil
shall be paid to Lessor on or before the last day of the month following the month of production,
and all royalties on gas shall be paid to Lessor on or before the last day of the second month
following the month of production. Royalties not paid when due shall bear interest payable to
Lessor, their heirs or assigns, at the rate of 2% above the prime rate as quoted by Chase Bank,
New York City. New York or its successors, commencing at the rate as quoted on the date such
payment was due, and fluctuating thereafter as such rate fluctuates. Interest charges shall
commence on the date payment is due and shall continue until payment is made in full. In no
event shall the interest rate be greater than the maximum allowed by law. If royalty is not paid by
such due date, Lessor may give Lessee written notice (by certified mail, return receipt requested
to the addresses specified in this lease) of nonpayment of royalty, and if Lessors' royalty is not
paid on or before expiration of 30 days from Lessee's receipt of such notice. However, if there is
a bona fide dispute or a good faith question, based on an attorney's written title opinion of
royalty entitlement, Lessee may pay Lessors' royalty to a trustee to be invested in interest-
bearing accounts pending resolution of the entitlement issue, with the interest to belong to the



rightful royalty owner.” The contents contained herein paragraph number 3. shall apply only to
the owner of the surface and under no circumstance affect the Sate of Texas.

4. Oil and Gas Only. “It is further agreed and understood that this lease covers oil and gas
only (including, with all oil and gas, all constituent elements thereof and all other liquid or
liquefiable hydrocarbons and products of every kind and character derived therefrom and
produced therewith), and all minerals other than oil and gas are excepted here-from and reserved
to Lessor, including, but not limited to, coal, lignite and uranium.”

5. Pooling:

All pooling terms and provisions hereafter described are subject to approval by the School Land
board.

Qil: Without Lessor’s prior written consent, which shall not be unreasonably withheld, Lessee
may not pool any of the above described land for an oil well, unless Lessee includes at least one
half of the leased premises within the pooled unit; however, pooling for oil shall be allowed if
pooling is to include lands in the SE/2 of Section 36, Block 2, H&GN RR. Co. Survey, Reeves
County, Texas. Under no circumstance shall pooling for oil exceed 320 acres. And under no
circumstances will less than one half of the leased premises be included in any pooled unit.
Gas: In the event Lessee elects to pool or unitize the above described land with other land or
leases for the production of gas and related hydrocarbons from a vertical well, then any gas unit
or units so formed may not exceed 180 acres. In the event Lessee elects to pool or unitize the
above described land with other land or leases for the production of gas and related hydrocarbons
from a horizontal well, then any gas unit or units so formed may not exceed 320 acres.

6. Restrictions on Gas Pooling:

All pooling terms and provisions hereafter described are subject to approval by the School Land
board.

When The Unit Well Is On Other Lands:

Notwithstanding anything herein contained to the contrary, unless otherwise agreed to in writing
by Lessor, in the event a portion or portions of the leased premises are pooled or unitized with
other lands or leases so as to form a gas pooled unit or units and the unit well is not situated on
the leased premises, then in such event, not less than one-half of any such gas pooled unit shall
be comprised of the leased premises; provided, however, should an insufficient amount of the
leased premises be available to fulfill this requirement, then in such event, all of the then
remaining acreage out of the leased premises not previously allocated to a well or wells shall be
included in said gas pooled unit or units. Lessor's consent herein shall not be unreasonably
withheld.

When The Unit Well Is On The Leased Premises:

Furthermore, unless otherwise agreed to in writing, in the event a portion or portions of the
leased premises are pooled or unitized with other lands or leases so as to form a gas pooled unit
or units and the unit well is situated on the leased premises, then in such event, Lessee shall
include all of the herein leased premises or all of the then remaining available acreage out of the
leased premises not previously allocated to a well or wells, whichever the case may be, into said
gas pooled unit or unit. Lessor's consent herein shall not be unreasonably withheld.

7. Depth Clause. “Notwithstanding anything to the contrary contained herein one (1) year after
the expiration of the primary term or after all continuous development operations have ceased,
after the primary term, whichever is the later, shall release all depths 100 feet below the deepest
producing strata in the well or wells located within the individual Retained Tract.”
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8. Indemnity. “Lessee assumes all risk and liability of any kind and nature incident to,
occasioned by or resulting in any manner from Lessee’s operations hereunder, except that
occasioned by Lessor’s own gross negligence. Lessee agrees to keep said land duly and fully
protected against liens of every character arising in connection with, or resulting from, said
operations, and agrees to indemnify and hold Lessor, and its respective representatives,
successors and assigns, harmless from and against any and all liens, demands, costs, expenses,
attorney’s fees, penalties, fines, remedial costs, restorations costs, judgments, suits and claims of
any kind for damages occasioned by, or on account of, Lessee’s (including Lessee’s servants,
agents, invitees, employees or independent contractors) operations, and against all claims for
property damage, personal injury or death sustained by any person or persons whomsoever,
natural or corporate, in connection with, or resulting from Lessee’s operation hereunder, and
whether or not involving active or passive negligence on the part of Lessee or its agents,
contractors or employees.

This lease, and all of the rights of Lessee hereunder, is made subject to all federal, state and local
laws, rules, orders and regulations pertaining in any way to protection of air, water, earth,
environmentally sensitive or threatened plant or animal life or any other part of the ecological
system. Lessee at its cost shall comply with all such laws, rules, and regulations (herein called
the “Environmental Laws™). Lessee shall defend, indemnify and hold Lessor harmless from any
and all liability, losses, claims notices, suits, damages, remedial work and causes arising from or
connected with (i) any failure to comply with any Environmental Law, and/or (ii) the physical
condition of the Leased Premises, to the extent such condition is caused, in whole or in part, due
to the actions or inactions of the Lessee, its employees, representatives, agents or assigns. The
amounts covered by Lessee’s indemnification of Lessor contained in the Preceding sentence
shall include attorneys’ fees and court costs. AND THE INDEMNIFICATION SHALL APPLY
REGARDLESS OF WHETHER LESSEE WAS NEGLIGENT, IN WHOLE OR IN PART.

It is further specifically provided that in the event it becomes necessary for Lessor to employ an
attorney or attorneys to enforce any of Lessee’s obligations hereunder and Lessor is successful in
any court action to enforce the same, Lessee agrees to pay all reasonable attorney’s fees and
court costs incurred by Lessor in connection herewith.

9. Production In-Kind. “Lessor may, at his option and sole risk, cost and expense, 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 the Lessor under this Lease be made in kind. Except during such
periods as Lessor may be receiving the same in kind, Lessee shall always be obligated to market
Lessor's royalty oil ratably with its own oil and at the same price, and Lessee shall also always be
obligated to reasonably market gas produced from the Leased Premises and to prevent the
drainage of gas therefrom. Without the prior written consent of Lessor, Lessee may not pay any
royalty in kind. Lessee may not enter into any hedging transactions or forward sales agreements
with a term greater than one year.”

10. Information. “Upon written request, lessee shall provide lessor with copies of any title
opinions, abstracts, or landman’s runsheets that are obtained by lessee. Lessee shall inform
lessor, in writing, of any litigation or liens that will affect the lease.”

11. Shut In Royalty Limitation. “Notwithstanding anything to the contrary herein, it is
understood and agreed that this lease may not be maintained in force for any one continuous
period of time longer than two (2) consecutive years after the expiration of the primary term
hereof solely by the provisions of the shut-in royalty clause.”
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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
ﬁledlrecori:%ig the public.records of my office, found in VOL. 868 .

PAGE THRU 509 ) FHE&H}SPUBLIC
I hereby certifiedon 03/17 /2011
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Austin, Texas . -
L LA ]
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L e @
OIL AND GAS LEASE o »
L]
THIS AGREEMENT is made and entered into this Sth day of January 2011 . beh the Slate of Texas, acling : » ..:.
L]
by and through its agent, Phillip W. Fouls - &
(AR LN ]
of 2640 Campbell Road NW, Albuguergue, NM. 87104 .
(Give Permanent Address)
said agent herein referred to as the owner of the soil (whether one or more), and Energen Resources Corp
of 3300 North "A" Stree! Building 4. Suile 100, Midland, TX, 76705 hereinafter called Lessee.

(Give Permanent Address)

1. GRANTING CLAUSE. For and in consideration of the amounts slated below and of the covenanls and agreements to be paid, kept and
performed by Lessee under this lease, the Slale of Texas acting by and through the owner of the soll, hereby grants, leases and lels unto Lessee, for 3
the sole and only purpose of prospecting and drilling for and producing oil and gas, laying pipe lines, building lanks, storing oil and building power
slations, telephone lines and other structures thereon, to produce, save, lake care of, real and transport said products of the lease. the following lands

silualed in Reeves County, State of Texas, lo-wit:

All of the NW/2 of Section 36, Block 2, HSGN RR Co. Survey

SEE EXHIBIT "A® ATTACHED HERETO AND MADE APRT HEREOF

containing 318.30 acres, more or less. The bonus consideration paid for this lease is as follows:

To the State of Texas: Nineteen Thousand Eight Hudred Ninety-Threg ——-and-——75/100"§——-
Dollars ($19.883.75 )

To the owner of the soil: Nineleen Thousand Eight Hudred Ninety-Three ————and---—-75/100'g-—eo—
Dollars ($19.883.75 )

Total bonus consideration: Thirty-Nine Thousand Seven Hundred Eighty-Seven ———and——50/100's
Dollars ($39.787.50 Y

The total bonus consideration paid represents a bonus of Qne Thousand Five Hundred ———and No/100's-
Doliars ($1.500.00 ) per acre, on 26.525 net acres.

2. TERM. Subject lo the other provisions in this lease. this lease shall be for a term of three (3) years from
this date (herein called “primary lerm”) and as long thereafter as oil and gas, or either of them, is produced in paying quantities from said land. As used
in this lease, the term “produced in paying quantities” means thal the receipts from the sale or other authorized commercial use of the subslance(s)
covered exceed oul of pockel operational expenses for the six months lasl past.
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3. DELAY RENTALS. If no well is commenced on the leased premises on or before one (1) year from this dale, this lease shall terminate,
unless on or before such anniversary date Lessee shall pay or tender to the owner of the soil or to his credit in the

Bank, at
or its successors (which shall continue as the depository regardiess of changes in the ownership of said land), the amount specified below; in addition,
Lessee shall pay or tender to the COMMISSIONER OF THE GENERAL LAND OFFICE OF THE STATE OF TEXAS, AT AUSTIN, TEXAS, a like sum on
or before said date. Payments under this paragraph shall operate as a rental and shall cover the privilege of deferring the commencement of a well for
one (1) year from said date. Payments under this paragraph shall be in the following amounts:

To the owner of the soil: Three Thousand Nine HUndred Seventy-Eight ————and-—75/100————
Dollars ($3.978.75 )

To the State of Texas: Three Thousand Nine HUndred Seventy-Eight ———and-——75/100-———
Dollars ($3,978.75 )

Total Delay Rental: Seven Thousand Nine Hundred Fifty-Seven ———and-———50/100's
Dollars ($7,957.50 )

In a like manner and upon like payments or lenders annually, the commencement of a well may be further deferred for successive periods of one (1)
year each during the primary term. All payments or tenders of rental to the owner of the soil may be made by check or sight draft of Lessee, or any
assignee of this lease, and may be delivered on or before the rental paying date. If the bank designated in this paragraph (or its successor bank) should
cease lo exist, suspend business, liquidate, fail or be succeeded by another bank. or for any reason fail or refuse to accept rental. Lessee shall not be
held in defaull for failure to make such payments or tenders of rental until thirty (30) days after the owner of the soil shall deliver to Lessee a proper
recordabie instrument naming another bank as agent lo receive such payments or tenders.

4. PRODUCTION ROYALTIES. Upon production of oil and/or gas, Lessee agrees lo pay or cause lo be paid one-half (1/2) of the royaity
provided for in this lease 1o the Commissioner of the General Land Office of the State of Texas, at Austin, Texas, and one-half (1/2) of such royalty to the
owner of the soil:

(A) OIL. Royalty payable on oil, which is defined as including all hydrocarbons produced in a liquid form at the mouth of the well and also as
all condensate, distillate, and other liquid hydrocarbons recovered from oil or gas run through a separator or other equipment, as hereinafter provided,
shall be 1/4 part of the gross production or the market value thereof, al the option of the owner of the soil or the Commissioner of the General
Land Office, such value to be determined by 1) the highest posted price, plus premium, if any, offered or paid for oil, condensale, distillale, 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 grealer. Lessee agrees that before
any gas produced from the leased premises is sold, used or processed in a plant, it will be run free of cost to the royalty owners through an adequale oil
and gas separator of conventional type, or other equipment at leasl as efficient, so that all liquid hydrocarbons recoverable from the gas by such means
will be recovered. The requirement that such gas be run through a separator or other equipment may be waived, in writing, by the royalty owners upon
such terms and conditions as they prescribe.

(B) NON PROCESSED GAS. Royalty on any gas (including flared gas). which is defined as all hydrocarbons and gaseous substances nol
defined as oil in subparagraph (A) above, produced from any well on said land (excep! as provided herein with respect to gas processed In a plant for
the extraction of gasoline, liquid hydrocarbons or other products) shall be 1/4 part of the gross production or the markel value thereof, at the
option of the owner of the soil or the Commissioner of the General Land Office, such value lo be based on the highest markel price paid or offered for
gas of comparable quality in the general area where produced and when run, or the gross price paid or offered to the producer, whichever is the greater;
provided that 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 slandard base lemperature shall be sixty (60) degrees Fahrenheit. correction to be made for pressure according to Boyle's Law, and for specific
gravity according to tests made by the Balance Method or by the most approved method of testing being used by the industry at the tme of testing.

(C) PROCESSED GAS. Royalty on any gas processed in a gasoline plant or other plant for the recovery of gasoline or other liquid
hydrocarbons shallbe 1/4 __ part of the residue gas and the liquid hydrocarbons extracted or the market value thereof, at the option of the owner
of the soil or the Commissioner of the General Land Office. All royallies due herein shall be based on one hundred percent (100%) of the total plant
production of residue gas attributable to gas produced from this lease, and on fifty percent (50%), or that percent accruing to Lessee, whichever is the
grealer, of the lotal plant production of liquid hydrocarbons attributable to the gas produced from this lease; provided that if liquid hydrocarbons are
recovered irom gas processed in a plant in which Lessee (or its parent, subsidiary or affiliate) owns an interest, then the percentage applicable to liquid
hydrocarbons shall be fifty percent (50%) or the highest percent accruing to a third party processing gas through such planl under a processing
agreement negotiated at arm'’s 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 respeclive 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 evenl, 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. 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 shall be 1/4 part of
the gross production of such products, or the market value thereof, al the option of the owner of the soil or the Commissioner of the General Land Office,
such markel value to be determined as follows: 1) on the basis of the highest market price of each product for 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.

5. MINIMUM ROYALTY. During any year after the expiration of the primary lerm of this lease, if this lease is maintained by production, the
royallies paid under this lease in no event shall be less than an amount equal to the lotal annual delay rental herein provided; 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 the lotal annual rental less the
amount of royalties paid during the preceding year. If Paragraph 3 of this lease does not specify a delay rental amount, then for the purposes of this
paragraph. the delay rental amount shall be one dollar ($1.00) per acre.
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6. ROYALTY IN KIND. Notwithstanding any other provision in this lease, al any time or from time to ime, the owner of (he soil or the
Commiss.orer of the General Land Office may, al the option of either, upon not less than sixty (60) days nolice lo the holder of the lease, require that the
payment of any royaites accruing o such royaity owner under this lease be made in kind. The owner of the soil's or the C ner of the G
Lang Office s ngnt Lo take its royalty in kind shall not diminish or negate the owner of the soil's or the Commissioner of the General Land Office’s rights
or Lessee s obligations, whether exp or imphed, under this lease.

7. NO DEDUCTIONS. Lessee agrees thal all royalties accruing under this lease (including those paid in kind) shall be without deduction for
the cost of producing, gathenng, storing, separaling, realing, dehydraling, compressing, processing, transporting, and otherwise making the oil, gas and
other products hereunder ready for sale or use. Lessee agrees lo compule and pay royalties on the gross value received. including any reimbursements
for severance taxes and production relaled costs.

8. 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 lo process gas produced hereunder in any processing plant. Nob ding any other provision of this lease, and subject to the written consent of
the owner of the soil and the Commissioner of the General Land Office, Lessee may recycle gas for gas lift purposes on the leased premises or for
injection inlo any oil or gas producing formation underlying the leased premises after the liquid hydrocarbons contained in the gas have been removed,
no royalties shall be payable on the recycled gas until it is produced and sold or used by Lessee in a manner which entities the royalty owners to a
royalty under this lease.

9. ROYALTY PAYMENTS AND REPORTS. All royalties nol taken in kind shall be paid to the Commissioner of the General Land Office al
Auslin, Texas, in the following manner:

Payment of royalty on production of il and gas shall be as prowided in the rules set forth in the Texas Register. Rules currentlly provide that royaity on oil
is due and muslt 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 musl 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 affidavil of the owner, manager or other authorized agent, completed in the form and manner prescribed by the General Land Office
and showing the gross amount and dispasition 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 pul 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
lo act for the Lessee herein must be filed in the General Land Office. Each royalty payment shall be accompanied by a check stub, schedule, summary
or other remittance advice showing by the assigned General Land Office lease number the amount of royalty being paid on each lease. If Lessee pays
his royalty on or before thirty (30) days after the royalty payment was due, then Lessee owes a penalty of 5% on the royalty or $25.00, whichever is
greater. A royalty payment which is over thirty (30) days late shall accrue a penalty of 10% of the royalty due or $25.00 whichever is greater. In addition
to a penalty, royalties shall accrue interest at a rate of 12% per year. such inlerest will begin to accrue when the royalty is sixty (60) days overdue.
Affidavits and supporting documents which are nol filed when due shall incur a penalty in an amounl set by the General Land Office administrative rule
which is effective on the dale when the affidavits or supporting documents were due. The Lessee shall bear all responsibility for paying or causing
royalties to be paid as prescribed by the due date provided herein. Payment of the delinquency penalty shall in no way operate to prohibit the State's
right of forfeilure as provided by law nor act lo postpone the dale on which royallies were originally due. The above penally provisions shall nol apply in
cases of title dispule as lo the Stale's portion of the royaity or to that portion of the royalty in dispute as to fair market value.

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually furmish the Commissioner of the General Land Office
wilh ils besl possible estimale of oil and gas reserves underlying this lease or allocable 1o this lease and shall furnish said Commissioner with copies of
all contracts under which gas is sold or processed and all subsequent agreements and amendments to such contracts within thirty (30) days after
enlering into or making such contracts, agreemenls 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,
Iransportation, sale and marketing of the oil and gas produced on said premises, including the books and accounts, receipts and discharges of all wells,
lanks, pools, meters, and pipelines shall at all imes be subject lo inspection and examination by the Commissioner of the General Land Office, the
Atlorney General, the Govemor, or the representative of any of them.

(B) PERMITS, DRILLING RECORDS. Written notice of all operations on this lease shall be submitted lo the Commissioner ol the General
Land Office by Lessee or operator five (5) days before spud date, workover, re-enlry, 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 (o dnil. Copies of well lests,
completion reports and plugging reports shall be supphed to the Gengral Land Office at the time they are filed with the Texas Railroad Commission. All
applications, permits, reports or other filings thal reference this lease or any specific well on the leased premises and that are submitted to the Texas
Railroad Commission or any other govemmental agency shall include the word “State” in the litle. Additionally, in accordance with Railroad Commission
rules, any signage on the leased premises for the purpose of identifying wells, tank batteries or other associated improvements o the land must also
include the word “State.” 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 lo those herein
expressly provided for. Lessee shall have an electrical and/or radioactivity survey made on the bore-hole section, from the base of the surface casing 10
the total depth of weill, of all wells drilled on the above described premises and shall transmit a true copy of the log of each survey on each well to the
General Land Office within fifteen (15) days after the making of said survey.

(C) PENALTIES. Lessee shall incur a penalty whenever reports, documents or other matenals are nol filed in the General Land Office when
due. The penaity for late filing shall be set by the General Land Office administrative rule which is effective on the dale when the matenials were due in
the General Land Office.

11. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If. dunng the primary term hereof and prior to discovery and
production of oil or gas on said land, Lessee should drill a dry hole or holes thereon, or if during the primary term hereof and after the discovery and
actual production of oil or gas from the leased premises such production thereof should cease from any cause, this lease shall nol terminate if on or
before the expiration of sixty (60) days from dale of completion of said dry hole or cessation of production Lessee commences additional dnilling or
reworking operations thereon, or pays or lenders the nexl annual delay rental in the same manner as provided in this lease. If, during the lasl year of the
pnmary term or within sixty (60) days pnor 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 op ns until the expiration of the primary term; and if Lessee has not resumed
production in paying quantities al the expiration of the pnmary lemm, Lessee may maintain this lease by conducting additional drilling or reworking
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operations pursuant to Paragraph 13, using the expiration of the primary term as the date of cessation of production under Paragraph 13. 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 pnmary term hereof, Lessee may
resume payment of the annual rental in the same manner as provided herein on or before the rental paying date following the expiration of sixty (60)
days from the date of completion of such shut-in oil or gas well and upon the failure to make such payment, this lease shall ipso facto lerminate. If at the
expiration of the primary term or any time thereafter a shut-in oil or gas weill is located on the leased premises, payments may be made in accordance
wath the shut-in provisions hereof.

12. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. If, at the expiration of the primary lerm, neither oil nor gas is being
produced on said land, bul Lessee is then engaged in drilling or reworking operations thereon, this lease shall remain in force so long as operations on
said well or for dnilling or reworking of any additional wells are prosecuted in good faith and in workmanlike manner without interruptions lotaling more
than sixty (60) days during any one such operation, and if they resull in the production of oil and/or gas, so long thereafter as oil and/or gas is produced
in paying quantities from said land, or payment of shut-in oil or gas well royallies or compensatory royalties is made as provided in this lease.

13. 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 nol terminate if Lessee commences additional drilling or reworking
operalions within sixty (60) days after such cessation, and this lease shall remain in full force and effect for so long as such operations continue in good
faith and in workmanlike manner without interruptions totaling more than sixty (60) days. If such drilling or reworking operations result in the production
of oil or gas, the lease shall remain in full force and effect for so long as oil or gas is produced from the leased premises in paying quanlities or payment
of shut-in oil or gas well royalties or payment of compensatory royallies is made as provided herein or as provided by law. If the drilling or reworking
operations result in the completion of a well as a dry hole, the lease will not terminate if the Lessee commences additional drilling or reworking
operations within sixty (60) days after the completion of the well as a dry hole, and this lease shall remain in effect so long as Lesseé conlinues drilling or
reworking operations in good faith and in a workmanlike manner without interruptions totaling more than sixty (60) days. Lessee shall give written nolice
to the General Land Office within thirty (30) days of any cessation of production,

14. SHUT-IN ROYALTIES. For purposes of this paragraph, “well” means any well that has been assigned a well number by the stale agency
having jurisdiction over the production of oil and gas. If, at any time after the expiration of the pnmary term of a lease that, untl 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 nol being
produced for lack of suitable production facilities or lack of a suitable markel, then Lessee may pay as a shut-in oil or gas royaity an amount equal lo
double the annual rental provided in the lease, but not less than $1,200 a year for each well capabie of producing oil or gas in paying quantities. If
Paragraph 3 of this lease does nol specfy a delay rental amount, then for the purposes of this paragraph, the delay rental amount shall be one doilar
($1.00) per acre. To be effective, each initial shut-in oil or gas royaity must be paid on or before: (1) the expiration of the primary term, (2) 60 days after
Ihe Lessee ceases to produce oil or gas from the leased premises, or (3) 80 days after Lessee completes a dnlling or reworking operation in accordance
with the lease provisions; whichever dale is latest. Such payment shall be made one-half (1/2) to the Commissioner of the General Land Office and one-
half (1/2) to the owner of the soil. If the shut-in oil or gas royally is paid, the lease shall be considered to be a producing lease and the payment shall
exiend the lerm of the lease for a period of one year from the end of the pnmary 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.

15. COMPENSATORY ROYALTIES. If, during the period the lease is kepl in effect by payment of the shut-in oil or gas royalty, oil or gas is
sold and delivered in paying quantities from a well located within one thousand (1,000) feet of the leased premises and completed in the same producing
reservoir, or in any case in which drainage is occurring, the right to continue to maintain the lease by paying the shut-in oil or gas royalty shall cease, but
the lease shall remain effective for the remainder of the year for which the royalty has been paid. The Lessee may maintain the lease for four more
successive years by Lessee paying compensatory royalty at the royalty rate provided in the lease of the market value of production from the weil causing
the drainage or which is completed in the same producing reservoir and within one thousand (1,000) feet of the leased premises. The compensatory
royalty is to be paid monthly, one-half (1/2) to the Commissioner of the General Land Office and one-half (1/2) o the owner of the soil, beginning on or
before the last day of the month following the month in which the oil or gas is produced from the well causing the drainage or that is completed in the
same producing reservoir and located within one thousand (1,000) feet of the leased premises. If the compensatory royalty paid in any 12-month period
is an amount less than the annual shut-in oil or gas royalty. Lessee shall pay an amounl equal to the difference within thirty (30) days from the end of the
12-month period. Compensatory royalty payments which are not timely paid will accrue penalty and interest in accordance with Paragraph 9 of this
lease. None of these provisions will relieve Lessee of the obligation of reasonable development nor the obligation to drill offsel wells as provided in
Texas Natural Resources Code 52.173; however, al the determination of the Commissioner, and with the Commissioner’s written approval, the payment
of compensalory royalties can satisfy the obligation to drill offset wells.

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

(A) VERTICAL. In the event this lease is in force and effect two (2) years after the expiration date of the primary or extended lerm it shall then
terminate as lo all of the leased premises, EXCEPT (1) 40 acres sumounding each oil well capable of producing in paying quantities and 320 acres
surrounding each gas well capable of producing in paying quantities (including a shul-in oil or gas well as provided in Paragraph 14 hereof), or a weil
upon which Lessee is then engaged in conltinuous dniling or reworking operations, or (2) the number of acres included in a producing pooled unil
pursuant o 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 to a proralion unit for each such producing well under the rules and regulations of the Railroad Commission of Texas, or any successor
agency, or other govemmental authority having jurisdiction. If al 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 lo all acreage not thereafter allocated to said well or wells for production purposes.
Notwithstanding the termination of this lease as 1o a portion of the lands covered hereby, Lessee shall nevertheless continue to have the right of ingress
to 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 for
existing roads, existing pipelines and other existing facilities on, over and across all the lands described in Paragraph 1 hereof (“the retained lands"), for
access to and from the retained lands and for the gathering or transportation of oil, gas and other minerals produced from the retained lands.
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(B) HORIWZONTAL. in the evenl this lease is in force and effect two (2) years after the expiration dale of the primary or extended term il shall
furtner terminate as lo all depths below 100 feel below the total depth drilled (hereinafter "deeper depths”) in each well located on acreage retained in
Paragrapn 16 (A} above, unless on or before two (2) years after the primary or extended lerm Lessee pays an amount equal to one-half (1/2) of the
Lonus ongnally paid as consideration for this lease (as specified on page 1 hereof). If such amount is paid, this lease shall be in force and effect as to
such ceeper 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 quantties from such deeper depths covered by this lease.

(C) IDENTIFICATION AND FILING. The surface acreage retained hereunder as lo each well shall, as nearly as practical, be in the form of a
square with the well located in the cenler thereof, or such other shape as may be approved by the Commissioner of the General Land Office. Within
thirty (30) days after partial lermination of this lease as provided herein, Lessee shall execule and record a release or releases conlaining a satisfactory
legal description of the acreage and/or deplhs nol 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
lo execule and record such release or releases within ninety (80) days after being requested to do so by the General Land Office, then the

Commissioner al his sole discretion may designate by written instrument the acreage and/or depths lo be released hereunder and record such ssee
instrument al 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. .

17. OFFSET WELLS. Neither the bonus. delay rentals. nor royalties paid. or to be paid, under this lease shall relieve Lessee of his obligation e @
to protect the oil and gas under the above-described land from being drained. Lessee, sublessee, receiver or other agent in control of the leased . .t
premises shall drill as many wells as the facts may jusltify and shall use appropriale means and drill lo a depth necessary to prevent undue drainage of
oil and gas from the leased premises. In addition, if oil and/or gas should be produced in commercial quantities within 1,000 feet of the leased premises, s ewe
or in any case where the leased premises is being drained by production of oil or gas, the Lessee, sublessee, receiver or other agenl in control of the L
leased premises shall in good faith begin the drilling of a well or wells upon the leased premises within 100 days after the draining well or wells or the -
well or wells completed within 1,000 feel of the leased premises slart producing in commercial quantiies and shall prosecule such drilling with diligence.
Failure o satisty the statutory offsel obligation may subject this lease and the owner of the soil's agency nghts to lorfeiture. Only upon the determination :,. .:.
of the Commissioner of the General Land Office and with his written approval may the payment of compensalory royalty under applicable statutory .
paramelers satisfy the obligation to drill an offset well or wells required under this paragraph. .

seesee

18. FORCE MAJEURE. If, after a good faith effort, Lessee is prevented from complying with any express or implied covenant of this lease,
from conducting dnlling operations on the leased premises, or from producing oil or gas from the leased premises by reason of war, rebellion, rots,
strikes, acts of God, or any valid order, rule or regulation of government authonty, then while so prevented, Lessee's obligation to comply with such
covenant shall be suspended and Lessee shall nol be . ule for damages for failure 10 comply with such covenants; additionally, this lease shall be
exiended while Lessee is prevented, by any such cause, irom conducting drilling and reworking operations or from producing oil or gas from the leased
premises. However, nothing in this paragraph shall suspend the payment of delay rentals in order to maintain this lease in effect dunng the primary term
in the absence of such dnlling or reworking operations or production of oil or gas.

19. WARRANTY CLAUSE. The owner of the soil warrants and agrees lo defend utle to the leased premises. If the owner of the soil defaults
in payments owed on the leased premises, then Lessee may redeem the nights of the owner of the soil in the leased premises by paying any morigage,
iaxes or other liens on the leased premises. Il Lessee makes payments on behalf 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 soil.

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soil owns less than the entire undivided surface estate in the above
descrnibed land, whether or not Lessee’s interest is specified herein, then the royalties and rental herein provided o be paid to the owner of the soil shall
be paid to him in the proportion which his interest bears to the enlire undivided surface eslate and the royalties and rental herein provided lo be paid 1o
the Cc ner of the G | Land Office of the State of Texas shall be likewise proportionately reduced. However, before Lessee adjusts the
royalty or rental due to the Commissioner of the General Land Office, Lessee or his authorized representative must submit to the Commissioner of the
General Land Office a written statement which explains the discrepancy between the inlerest purportedly leased under this lease and the actual interest
owned by the owner of the soil. The Commissioner of the General Land Office shall be paid the value of the whole production allocable lo any undivided
interest nol covered by a lease. less the proportionate development and production cosl allocable to such undivided interest. However, in no evenl shall
the Commissioner of the General Land Office receive as a royalty on the gross production allocable to the undivided interes! nol leased an amount less
than the value of one-sixteenth (1/16) of such gross production.

(B) REDUCTION OF PAYMENTS. If, during the pnimary 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 and the owner of the soil in accordance with Natural Resources Code Sections
52.151-52.154, or if, al any time after the expiration of the primary lerm or the extended lemm, this lease covers a lesser number of acres than the lolal
amount described herein, payments thal are made on a per acre basis hereunder shall be reduced according to the number of acres pooled, released,
surrendered, or otherwise severed, so that payments determined on a per acre basis under the terms of this lease during the primary term shall be
calculated based upon the number of acres outside the boundanes of a pooled unit, or, if after the expiration of the primary term, the number of acres
aclually retained and covered by thus lease.

21. USE OF WATER. Lessee shall have the right to use waler produced on said land necessary for operations under this lease excepl water
from wells or tanks of the owner of the soil; provided, however, Lessee shall nol use polable water or waler suilable for liveslock or irmgation purposes
for waterflood operations without the prior consent of the owner of the soil.

22. AUTHORIZED DAMAGES. Lessee shall pay the owner of the soil for damages caused by its operations to all personal property,
improvements. kiveslock and crops on said land.

23. PIPELINE DEPTH. When requesled by the owner of the soil, Lessee shall bury its pipelines below plow depth.

24. WELL LOCATION LIMIT. No well shall be drilled nearer than two hundred (200) feet to any house or barn now on said premises without
the written consent of the owner of the soil.



25. POLLUTION. In developing this area, Lessee shall use the highest degree of care and all proper safeguards to prevent pollution. Without
limiung the foregoing, poliution of coastal wetlands, natural walerways, rivers and impounded water shall be prevented by the use of containment
faciiies sufficient lo prevent spillage, seepage or ground water contamination, In the event of poliution, Lessee shall use all means at its disposal lo
recaplure all escaped hydrocarbons or other poliutant and shall be responsible for all damage to public and private properties. Lessee shall build and
maintain fences around its slush, sump, and drainage pits and tank battenes so as lo prolect livestock against loss, damage or injury: and upon
completion or abandonment of any weil or wells, Lessee shall fill and level all slush pits and cellars and completely ciean up the drilling site of all rubbish
thereon. Lessee shall, while conducting i on the § d es, keep said pr free of all rubbish, cans, bottles, paper cups or garbage,
anclwonmp!ebonoropetammrasmlhesufacenl‘lhalandmasnaarmsoﬂgmarnmﬂumnandeonmmsas'spramue Tanks and
equipment will be kept painted and presentable.

26. REMOVAL OF EQUIPMENT. Subject lo limitations in this paragraph, Lessee shall have the right to remove machinery and fixtures placed
by Lessee on the leased premises, including the right to draw and remove casing, within one hundred twenty (120) days after the expiration or the
termination 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 capable of producing oil and gas in paying quantities. Additionally, Lessee may not draw and remove casing until after thirty (30) days written
notice to the Commissioner of the General Land Office and to the owner of the soil. The owner of the soil shall become the owner of any machinery,
fixtures, or casing which are nol timely 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 rights and estales of either
party to this lease may be assigned, in whole or in part, and the provisions of this lease shall extend to and be binding upon their heirs, devisees, legal
represenlalives, 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 rights, privileges and estates 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 royallies shall bind Lessee for any purpose until thirty (30) days
after the owner of the soil (or his heirs, devisees, legal representatives or assigns) fumishes the Lessee with salisfactory written evid of the change
in ownerchip, including the original recorded muniments of litle (or a certified copy of such original) 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 subsequent
obligations under this lease. If this lease is assigned in its entirety as to only part of the acreage, the nght and option to pay rentais shall be apportioned
as between the several owners ratably, according to the area of each, and failure by one or more of them to 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 tendered; however, if the assignor or assignee does nol file a certified
copy of such assignment in the General Land Office before the next rental paying date, the entire lease shall terminate for failure to pay the entire rental
due under Paragraph 3. Every assignee shall succeed to all rights and be subject to all obligations, liabilities, and penalties owed lo the State by the
original 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 this lease in whole or in
part by assignment without the prior written approval of the Commissioner of the General Land Office. this lease is void as of the ime of assignment and
the agency power of the owner may be forfeited by the Commissioner. An assignment will be treated as if it were made to the owner of the soil if the
assignee is:

(1) a nominee of the owner of the soil;

{2) a corporation or subsidiary in which the owner of the soil is a principal stockholder or is an employee of such a corporation or subsidiary.

(3) a partnership in which the owner of the soil is a partner or is an employee of such a partr p

(4) a principal stockholder or employee of the corporation which is the owner of the soil,

(5) a partner or employee in a partnership which is the owner of the soil;

(6) a fiduciary for the owner of the soil; including but not limited to a guardian, trustee, executor, administrator, receiver, or conservator for the

owner of the soll; or

(7) a family member of the owner of the soil or related to the owner of the soil by marriage. blood. or adoption.

28. RELEASES. Under the conditions contained in this paragraph and Paragraph 29. Lessee may al any time execule and deliver to the
owner of the soil and place of record a release or releases covering any portion or portions of the leased premises, and thereby surrender this lease as
to such portion or portions, and be relieved of all subsequenl obligations as to acreage surrendered. If any part of this lease is properly surrendered, the
delay renlal due under this lease shall be reduced by the proportion thal the surrendered acreage bears to the acreage which was covered by this lease
immediately prior to such surrender; however, such release will nol relieve Lessee of any liabilities which may have accrued under Lhis lease prior to the
surrender 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 mus! be
recorded in the county where the land is situated, and the recorded instrument, or a copy of the recorded instrument certified 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 execubon dale accompanied by the
prescribed filing fee. If any such assignment is nol so filed, the rights acquired under this lease shall be subject lo forfeiture al the option of the
Commissioner of the General Land Office.

30. DISCLOSURE CLAUSE. All provisions pertaining lo the lease of the above-described land have been included in this instrument,
Including the statement of the true consideration o be paid for the execution of this lease and the nghts and duties of the parties. Any collateral
agreements concerning the development of oil and gas from the leased premises which are nol contained in this lease render this lease invalid,

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. When the interests of the owner of the soil conflict with those of the State, the owner of the soil is obligated lo put the State’s
interests bafore his personal interests.

32. FORFEITURE. If Lessee shall fail or refuse to make the payment of any sum within thirty days after it becomes due, or if Lessee or an
authorized agent should knowingly make any false return or false report conceming production or drilling, or if Lessee shall fail or refuse to drill any
offsel well or wells in good faith as required by law and the rules and regulations adopted by the Commissioner of the General Land Office, or if Lessee
should fail to file reports in the manner required by law or fail to comply with rules and regulations promulgated by the General Land Office, the School
Land Board, or the Railroad Commission, or if Lessee should refuse the proper authority access lo the records pertaining lo operations, or if Lessee or
an authorized agent should knowingly fail or refuse lo give cormrect information to the proper authority, or knowingly fail or refuse to fumish the General
Land Office a correct log of any well, or if Lessee shall knowingly violale 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 lo forfeiture by the
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Commissioner. and ne shall forfeit same when sufficiently informed of the facts which authorize a forfeiture, and when forfeited the area shall again be
subject 1o lease under the terms of the Relinquishment Act. However, nothing herein shall be construed as waiving the autormatic termination of this
lease by cperauon of law or by reason of any special limitation arising hereunder. Forfeitures may be sel aside and this lease and all nghts thereunder
reinstated before the nghts of another intervene upon satisfactory evidence to the Commissioner of the General Land Office of fulure compliance with
the prowvisions of the law and of this lease and the rules and regulations thal may be adopled relative hereto.

33. LIEN. In accordance with Texas Naltural Resources Code 52.136, the Stale shall have a first lien upon all oil and gas produced from the
area covered by (his lease lo 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 Stale, in addition to the lien provided by Texas Natural Resources Code 52.136 and any other applicable slatutory lien, an
express contractual hien on and securily inleres! in all leased minerals in and extracled from the leased premises, all proceeds which may accrue o
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 o secure the payment of all royalties or other
amounts due or 10 become due under this lease and to secure payment of any damages or loss thal 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 withoul court proceedings in : *ee
the manner provided in the Title 1, Chap. 8 of the Texas Business and Commerce Code. Lessee agrees thal the Commissioner may require Lessee o seee
execute and record such instruments as may be reasonably necessary to acknowiedge, attach or perfect this lien. Lessee hereby represents that there »
are no prior of superior liens arising from and relating lo Lessee’s activilies upon the above-described property or from Lessee’s acquisition of this lease.
Should the Commissioner al any time detenmine that this representation is not true, then the Commissioner may declare this lease forfeited as provided . T
herein. - LA ]
34. POOLING. Lessee is hereby granted the nght to pool or unitize the royaity interest of the owner of the soil under this lease with any other . : . .
leasehold or mineral interest for the exploration, development and production of oil or gas or either of them upon the same lerms as shall be approved e -
by the School Land Board and the Commissioner of the General Land Office for the pooling or unitizing of the interest of the State under this lease L]
pursuant to Texas Natural Resources Code 52.151-52.154. The owner of the soil agrees thal the inclusion of this provision in this lease satisfies the . .
execulion requirements stated in Texas Natural Resources Code 52.152 :- sses
35. INDEMNITY. Lessee hereby releases and discharges the Siate of Texas and the owner of the soil, their officers, employees, partners, . .
agenls, contraclors, subcontraclors, guests, invilees, and their respeclive successors and assigns, of and from all and any actions and causes of action :“' -

of every nalure, or other ham, including environmental harm, for which recovery of damages is soughl, including, but nol limiled to, all losses and
expenses which are caused by the activities of Lessee, its officers, employees, and agents arising out of, incidental to, or resulting from, the operations
of or for Lessee on the leased premises hereunder, or thal may arise oul of or be occasioned by Lessee's breach of any of the terms or provisions of this
Agreement, or by any other negligent or strictly liable act or omission of Lessee. Further, Lessee hereby agrees to be liable for, exonerate, indemnify,
defend and hold hammless the State of Texas and the owner of the soil, their officers, employees and agents, their successors or assigns, against any
and all claims, liabilites, losses, damages, actions, personal injury (including death), costs and expenses, or other harm for which recovery of damages
is sought, under any theory including lort, contract, or stnct liability, including attorneys’ fees and other legal expenses, including those related to
environmental hazards, on the leased premises or in any way related 1o Lessee's failure 1o comply with any and all environmental laws; those arising
from or in any way relaled to Lessee’s operations or any other of Lessee’s actliviies on the leased premises: those ansing from Lessee's use of the
surface of the leased premises; and those thal may anse out of or be occasioned by Lessee's breach of any of the terms or provisions of this Agreement
or any other act or omission of Lessee, ils directors, officers, employees, partners, agents, conlraclors, subcontraclors, guesls, invilees, and their
respectve successors and assigns. Each assignee of this Agreement, or an interest therein, agrees to be lable for, exonerate, indemnify, defend and
hold harmiess the Slate of Texas and the owner of the soil, their officers, employees, and agents in the same manner provided above in connection with
the activities of Lessee, its officers, employees, and agenls as descnbed above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF
THE INDEMNITY OBLIGATIONS ANDIOR 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 highes! degree of care and all reasonable saleguards to preven! contamination or
pollution of any environmental medium, including soil, surface waters, groundwaler, sediments, and surface or subsurface strata, ambient air or any
other environmental medium in, on, or under, the leased premises, by any wasle, pollutant, or contaminant. Lessee shall not bring or permil 1o remain on
the leased premises any asbeslos containing matenals, explosives, toxic matenals, or substances regulated as hazardous wasles, hazardous malenals,
hazardous subslances (as the lerm *Hazardous Subslance” is defined in the Comprehensive Environmental Response, Compensation and Liability Act
(CERCLA), 42 U.S.C. Sections 9601, el seq.), or loxic substances under any federal, state, or local law or regulation (“Hazardous Matenais”), excepl
ordinary products commonly used in connection wath oil and gas exploration and development operations and stored in the usual manner and quantities.
LESSEE'S VIOLATION OF THE FOREGOING 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 52.190, commonly
known as the Relinquishment Act, and other applicable statules and amendments therelo, and if any provision in this lease does nol conform o these
statutes, the statutes wll prevail over any nonconforming lease provisions.
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38. EXECUTION. This oil and gas lease must be signed and acknowiedged by the Lessee before it is filed of record in the county records and
n the General Land Office of the State of Texas. Once the filing requirements found in Paragraph 39 of this lease have been salisfied. the effective date
of this lease shall be the date found on Page 1.

39. LEASE FILING. Pursuant to Chapler 9 of the Texas Business and Commerce Code, this lease mus! be filed of record in the office of the
County Clerk in any county in which all or any part of the leased premises is located, and certified copies thereof must be filed in the General Land
Office. This lease is not effective until a certified copy of this lease (which is made and certified by the County Clerk from his records) is filed in the
General Land Office in accordance with Texas Natural Resources Code 52.183. Additionally, this lease shall not be binding upon the State unless it
recites the actual and true consideration paid or promised for execution of this lease. The bonus due the State and the prescnibed filing fee shall
accompany such certified copy to the General Land Office.
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STATE OF {&:ﬁb\:}n U STATE OF TEXAS =
BY: LA 3 BY: : ese : .
Individually and rs agent lpr the State of Texas Individually and as agent for the State of Texas »
cate:__ 0 2]2 3’ \l Date:
- STATE OF TEXAS STATE OF TEXAS
BY: BY:
Individually and as agent for the State of Texas Individually and as agent for the State of Texas

Date: Date:
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STATE OF - b (CORPORATION ACKNOWLEDGMENT)
countyor Mol
BEFORE ME, he undersigned authcrity, on this day personally appeared e il e I C\ [y
known to me 1o be the person whose name is subscribed 1o the foregoing instruments as ’D-ﬁ" ot Lend A Qe
aJ!d acknowiedged lo me thal he

) :
of ?’-.u'(]t-.\ Pesuun Cor A Ho—
execuled the same for the purposes and oonsndafahon therein expfessed in the capacity staled, and as the act and deed of said corporation

Given under my hand and seal of office this the 1 i day of ’)1 \A-* = P
RRUT. ’) / sees
o 2 Ll \
S MG, 1u1nmU~ X
s .';)"‘rr"f e s
SIS - = Notary Public in and for * v o
£ \z) O :: - s
§‘ < =] . see
STATE OF E Ve of «r 5 (CORPORATION ACKNOWLEDGMENT) Lo
-, ) -
=, Expik® NI
COUNTY OF T, Qg o o
% "744.24 .2\.'\‘\\\\‘
BEFORE ME, the undersigned authority. on this day personally appeared Resaes
known to me to be the person whose name is subscnbed o the foregoing instruments as . .
of and acknowledged 1o me that he e
execuled the same for the purpases and consideration therein expressed, in the capacity stated. and as the act and deed of said corporation
day of . 20 Y

Given under my hand and seal of office Lhis the

Nolary Public in and for

(INDIVIDUAL ACKNOWLEDGMENT)

STATE OF l{éﬂ.«/ Winice
county oF _oewa L. |13y
Puallp o Fads

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

known 1o me lo be hy persons whose names are subscribed 1o the foregaing instrument, and acknowledged o me that they execuled the same for the

purposes and consiteration therain expressed.

Given under ity hana and seal of office this the 2. S day OIW
Notary Public in and for &Qm M&L\LD_@_

Owinmas 0 expivest 4/ZU/z02

b
STATE OF N&gﬂmm_ (INDIVIDUAL ACKNOWLEDGMENT)
-
county of ewna laldo

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

known 1o me to be the persons whose names are subscribed to the foregoing instrument, and acknowledged lo me that they executed the same for the

purposes and consideration therein expressed.

day of . 20

Given under my hand and seal of office this the

Notary Public in and for
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EXHIBIT “A™

Attached to and made a part of that certain Oil and Gas Lease dated January 5, 2011, by and
between the State of Texas, acting by and through its agent Phillip W. Fouts, as Lessor and
Energen Resources Corp., as Lessce.

In the event of conflict or inconsistency between the printed terms of this lease and these added
terms of this lease, the added terms shall control and be deemed to supersede the printed terms of
the lease.

1. Delay Rentals. At the end of the first anniversary date of this lease, Lessee shall have the
option to maintain this lease for an additional two (2) years by delivering delay rentals for the
second year in the amount of $7,957.50. One half (1/2) of the second year delay rental will be
paid to the Lessor and one half (1/2) will be paid to the State of Texas. Delay rental for the third
year are included in the second year delay rental and if the second year is paid then no additional
delay rentals are due under this lease.

2. Marketing/Other Costs. * Lessors' royalty on oil, gas and associated liquid or liquefiable
hydrocarbons shall never bear, either directly or indirectly, any costs or expenses to treat, store,
gather, separate, dehydrate, compress, pipe, transport or truck the same or any other cost or
expenses whatsoever, except any severance, excise, windfall or, other like and similar tax
imposed thereon. To the extent that this lease is deemed to be a "market value at the well" form
of lease, and the price on which Lessee pays royalties reflects any deductions for post-production
costs and expenses, Lessee covenants and agrees in addition to royalties paid on a "market value
at the well" basis, to pay Lessor an additional sum equal to the royalty share reserved in this
lease of all such post-production costs and expenses, including costs of production, gathering,
storing, separating, treating, dehydrating, compressing, processing, marketing, transporting and
otherwise making the oil, gas and other products produced hereunder ready for sale or use.”

3. Royalty Payments Due. “All royalties that may become due hereunder shall commence to
be paid on each well within ninety (90) days after the first day of the month following the month
during which any well is completed and commences production. Thereafter all royalties on oil
shall be paid to Lessor on or before the last day of the month following the month of production,
and all royalties on gas shall be paid to Lessor on or before the last day of the second month
tollowing the month of production. Royalties not paid when due shall bear interest payable to
Lessor, their heirs or assigns, at the rate of 2% above the prime rate as quoted by Chase Bank,
New York City, New York or its successors, commencing at the rate as quoted on the date such
payment was due, and fluctuating thereafter as such rate fluctuates. Interest charges shall
commence on the date payment is due and shall continue until payment is made in full. In no
event shall the interest rate be greater than the maximum allowed by law. If royalty is not paid by
such due date, Lessor may give Lessee written notice (by certified mail, return receipt requested
to the addresses specified in this lease) of nonpayment of royalty, and if Lessors' royalty is not
paid on or before expiration of 30 days from Lessee's receipt of such notice. However, if there is
a bona fide dispute or a good faith question, based on an attorney's written title opinion of
royalty entitlement, Lessee may pay Lessors' royalty to a trustee to be invested in interest-
bearing accounts pending resolution of the entitlement issue, with the interest to belong to the
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nightful royalty owner.” The contents contained herein paragraph number 3. shall apply only to
the owner of the surface and under no circumstance affect the Sate of Texas.

4. Oil and Gas Only. “Itis further agreed and understood that this lease covers oil and gas
only (including, with all oil and gas, all constituent elements thereof and all other liquid or
liquefiable hydrocarbons and products of every kind and character derived therefrom and
produced therewith), and all minerals other than oil and gas are excepted here-from and reserved
to Lessor, including, but not limited to, coal, lignite and uranium.”

5. Pooling:

All pooling terms and provisions hereafter described are subject to approval by the School Land
board.

Oil: Without Lessor’s prior written consent, which shall not be unreasonably withheld, Lessee
may not pool any of the above described land for an oil well, unless Lessee includes at least one
half of the leased premises within the pooled unit; however, pooling for oil shall be allowed if
pooling is to include lands in the SE/2 of Section 36, Block 2, H&GN RR. Co. Survey, Reeves
County, Texas. Under no circumstance shall pooling for oil exceed 320 acres. And under no
circumstances will less than one half of the leased premises be included in any pooled unit.
Gas: In the event Lessee elects to pool or unitize the above described land with other land or
leases for the production of gas and related hydrocarbons from a vertical well, then any gas unit
or units so formed may not exceed 180 acres. In the event Lessee elects to pool or unitize the
above described land with other land or leases for the production of gas and related hydrocarbons
from a horizontal well, then any gas unit or units so formed may not exceed 320 acres.

6. Restrictions on Gas Pooling:

All pooling terms and provisions hereafter described are subject to approval by the School Land
board.

When The Unit Well Is On Other Lands:

Notwithstanding anything herein contained to the contrary, unless otherwise agreed to in writing
by Lessor, in the event a portion or portions of the leased premises are pooled or unitized with
other lands or leases so as to form a gas pooled unit or units and the unit well is not situated on
the leased premises, then in such event, not less than one-half of any such gas pooled unit shall
be comprised of the leased premises; provided, however, should an insufficient amount of the
leased premises be available to fulfill this requirement, then in such event, all of the then
remaining acreage out of the leased premises not previously allocated to a well or wells shall be
included in said gas pooled unit or units. Lessor's consent herein shall not be unreasonably
withheld.

When The Unit Well Is On The Leased Premises:

Furthermore, unless otherwise agreed to in writing, in the event a portion or portions of the
leased premises are pooled or unitized with other lands or leases so as to form a gas pooled unit
or units and the unit well is situated on the leased premises, then in such event, Lessee shall
include all of the herein leased premises or all of the then remaining available acreage out of the
leased premises not previously allocated to a well or wells, whichever the case may be, into said
gas pooled unit or unit. Lessor's consent herein shall not be unreasonably withheld.

7. Depth Clause. “Notwithstanding anything to the contrary contained herein one (1) year after
the expiration of the primary term or after all continuous development operations have ceased,
after the primary term, whichever is the later, shall release all depths 100 feet below the deepest
producing strata in the well or wells located within the individual Retained Tract.”
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8. Indemnity. “Lessee assumes all risk and liability of any kind and nature incident to,
occasioned by or resulting in any manner from Lessee’s operations hereunder, except that
occasioned by Lessor’s own gross negligence. Lessee agrees to keep said land duly and fully
protected against liens of every character arising in connection with, or resulting from, said
operations, and agrees to indemnify and hold Lessor, and its respective representatives,
successors and assigns, harmless from and against any and all liens, demands, costs, expenses,
attorney’s fees, penalties, fines, remedial costs, restorations costs, judgments, suits and claims of
any kind for damages occasioned by, or on account of, Lessee’s (including Lessee’s servants,
agents, invitees, employees or independent contractors) operations, and against all claims for
property damage, personal injury or death sustained by any person or persons whomsoever,
natural or corporate, in connection with, or resulting from Lessee’s operation hereunder, and
whether or not involving active or passive negligence on the part of Lessee or its agents,
contractors or employees.

This lease, and all of the rights of Lessee hereunder, is made subject to all federal, state and local

laws, rules, orders and regulations pertaining in any way to protection of air, water, earth, e
environmentally sensitive or threatened plant or animal life or any other part of the ecological BEEE
system. Lessee at its cost shall comply with all such laws, rules, and regulations (herein called e ..
the “Environmental Laws"). Lessee shall defend, indemnify and hold Lessor harmless from any . Ly
and all liability, losses, claims notices, suits, damages, remedial work and causes arising from or . &de
connected with (i) any failure to comply with any Environmental Law, and/or (ii) the physical L
condition of the Leased Premises, to the extent such condition is caused, in whole or in part, due .
to the actions or inactions of the Lessee, its employees, representatives, agents or assigns. The . e
:... ..

amounts covered by Lessee’s indemnification of Lessor contained in the Preceding sentence
shall include attorneys” fees and court costs. AND THE INDEMNIFICATION SHALL APPLY —_—
REGARDLESS OF WHETHER LESSEE WAS NEGLIGENT, IN WHOLE OR IN PART. o
It is further specifically provided that in the event it becomes necessary for Lessor to employ an

attorney or attorneys to enforce any of Lessee’s obligations hereunder and Lessor is successful in

any court action to enforce the same, Lessee agrees to pay all reasonable attorney’s fees and

court costs incurred by Lessor in connection herewith.

9. Production In-Kind. “Lessor may, at his option and sole risk, cost and expense, 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 the Lessor under this Lease be made in kind. Except during such

periods as Lessor may be receiving the same in kind, Lessee shall always be obligated to market

Lessor's royalty oil ratably with its own oil and at the same price, and Lessee shall also always be

obligated to reasonably market gas produced from the Leased Premises and to prevent the

drainage of gas therefrom. Without the prior written consent of Lessor, Lessee may not pay any

royalty in kind. Lessee may not enter into any hedging transactions or forward sales agreements

with a term greater than one year.”

10. Information. “Upon written request, lessee shall provide lessor with copies of any title

opinions, abstracts, or landman’s runsheets that are obtained by lessee. Lessee shall inform

lessor, in writing, of any litigation or liens that will affect the lease.”

11. Shut In Royalty Limitation. “Notwithstanding anything to the contrary herein, it is

understood and agreed that this lease may not be maintained in force for any one continuous

period of time longer than two (2) consecutive years after the expiration of the primary term

hereof solely by the provisions of the shut-in royalty clause.”
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File No. _____IJ Z_lggl

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 public records of my office, found in VOL. 872 .
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FILE# 1104

ME /2 18¢F

General Land Offica
Relinquishment Act Lease Form
Revised, September 1997

AQustin, Texas

OIL AND GAS LEASE

THIS AGREEMENT is made and entered into this 5th day of January 2011 . be the State of Texas, acting

by and through its agent, David Fouts

of 10411 Hondo Hill Rd., Houston, TX, 77064
{Give Permanent Address)
said agent herein referred to as the owner of the soil (whether one or more), and Energen Resources Corp.

of 3300 North "A" Street Building 4. Suite 100, Midiand, TX. 79705 hereinafier called Lessee.
(Give Permanent Address)

1. GRANTING CLAUSE. For and in consideration of the amounts stated below and of the covenanls and agreements lo be paid, kept and
performed by Lessee under this lease, the State of Texas acting by and through the owner of the soil, hereby grants, leases and lets unto Lessee, for
the sole and only purpose of prospecting and drilling for and producing oil and gas, laying pipe lines, building tanks, storing oil and building power
stations, telephone lines and other structures thereon, lo produce, save, take care of, treat and transport said products of the lease, the following lands
siluated in Reeves County, State of Texas, to-wil:

All of the NW/2 of Section 36, Block 2, H&GN RR Co. Survey

SEE EXHIBIT "A" ATTACHED HERETO AND MADE APART HEREOF

containing 318.30 acres, more or less. The bonus consideration paid for this lease is as follows:

To the State of Texas: Nineleen Thousand Eight Hudred Ninety-Three ————-and-—---75/100"§-—rr-re

Dollars ($19.893.75 )
To the owner of the soil: Nineteen Thousand Eight Hudred Ninety-Three —————and-——75/100'-———-r—
Dollars ($19.893.75 )

Total bonus consideration: Thirly-Nine Thousand Seven Hundred Eighty-Seven ———and——50/100'§————
Dollars ($39,787.50 )

The lotal bonus consideration paid represents a bonus of Qne Thousand Five Hundred and————No/100's
Dollars ($1,500.00 ) per acre, on 26.525 net acres.

2. TERM. Subject to the other provisions in this lease, this lease shall be for a term of three (3) years from
this date (herein called “primary term”) and as long thereafter as oil and gas, or either of them, is produced in paying quanlities from said land. As used
in this lease, the lerm “produced in paying quantities” means that the receipls from the sale or other authorized commercial use of the substance(s)
covered exceed out of pocket operational expenses for the six months last pasL
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3. DELAY RENTALS. If no well Is commenced on the leased premises on or before one (1) year from this date, this lease shall terminate,
unless on or before such anniversary date Lessee shall pay or tender to the owner of the soil or 1o his credit in the

Bank, at
or its successors (which shall continue as the depository regardless of changes in the ownership of said land), the amount specified below: in addition,
Lessee shall pay or tender lo the COMMISSIONER OF THE GENERAL LAND OFFICE OF THE STATE OF TEXAS, AT AUSTIN, TEXAS, a like sum on
or before said date. Payments under this paragraph shall operate as a rental and shall cover the privilege of deferring the commencement of a well for
one (1) year from said date. Payments under this paragraph shall be in the following amounts:

To the owner of the soil: Three Thousand Nine HUndred Seventy-Eight -———and——-75/100--
Dollars ($3,978.75 )

To the State of Texas: Three Thousand Nine HUndred Seventy-Eight ———and——75/100-——-
Dollars ($3,978.75 )

Total Delay Rental: Seven Thousand Nine Hundred Fifty-Seven --———and—-——50/100's
Dollars ($7,957.50 )

In a like manner and upon like payments or tenders annually, the commencement of a well may be further deferred for successive periods of one (1)
year each during the primary term. All payments or tenders of rental to the owner of the soil may be made by check or sight draft of Lessee, or any
assignee of this lease, and may be delivered on or before the rental paying date. If the bank designated in this paragraph (or its successor bank) should
cease to exist. suspend business, liquidate, fail or be succeeded by another bank, or for any reason fail or refuse to accept rental, Lessee shall not be
held in default for failure to make such payments or tenders of rental until thirty (30) days after the owner of the soil shall deliver to Lessee a proper
recordable instrument naming another bank as agent to receive such payments or tenders.

4. PRODUCTION ROYALTIES. Upon production of oil and/or gas, Lessee agrees lo pay or cause to be paid one-half (1/2) of the royaity
provided for in this lease to the Commissioner of the General Land Office of the State of Texas, at Austin, Texas, and one-half (1/2) of such royalty to the
owner of the soil:

(A) OIL. Royalty payable on oil, which is defined as including all hydrocarbons produced in a liquid form at the mouth of the well and also as
all condensate, distillate, and other liquid hydrocarbons recovered from oil or gas run through a separator or other equipment, as hereinafter provided,
shall be 1/4 part of the gross production or the market value thereof, at the option of the owner of the soil or the Commissioner of the General
Land Office, 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 leased premises is sold, used or processed in a plant, it will be run free of cost to the royalty owners through an adequate oil
and gas separator of conventional type, or other equipment al least as efficient, so that all liquid hydrocarbons recoverable from the gas by such means
will be recovered. The requirement that such gas be run through a separator or other equipment may be d, in writing, by the royalty owners upon
such terms and conditions as they prescribe.

(B) NON PROCESSED GAS. Royalty on any gas (including flared gas), which is defined as all hydrocarbons and gaseous substances nol
defined as ol 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) shallbe 1/4 ____ part of the gross production or the market value thereof, at the
option of the owner of the soil or the Commissioner of the General Land Office, 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 lo the producer, whichever is the greater;
provided that the maximum pressure base in measuring the gas under this lease shall not at any lime exceed 14.65 pounds per square inch absolute,
and the standard base temperature shall be sixty (60) degrees Fahrenheit, correction to be made for pressure according lo Boyle's Law, and for specific
gravity according to tests made by the Balance Method or by the most approved method of lesting being used by the industry at the time of testing.

(C) PROCESSED GAS. Royalty on any gas processed in a gasoline plant or other plant for the recovery of gasoline or other liquid
hydrocarbons shall be 1/4 part of the residue gas and the liquid hydrocarbons extracted or the market value thereof, at the option of the owner
of the soil or the Commissioner of the General Land Office. All royalties due herein shall be based on one hundred percent (100%) of the total plant
production of residue gas attributable to gas produced from this lease, and on fifty percent (50%), or that percent accruing to Lessee, whichever is the
greater, of the total plant production of liquid hydrocarbons attributable to the gas produced from this lease; provided that if liquid hydrocarbons are
recovered from gas processed in a plant in which Lessee (or its parent, subsidiary or affiliate) owns an interest, then the percentage applicable to fiquid
hydrocarbons shall be fifty percent (50%) or the highest percent accruing to a third party processing gas through such plant under a processing
agreement negoliated at arm's length (or if there is no such third party, the highest percenl then being specified in processing agreements or contracts in
the induslry), 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. Royalty on carbon black, sulphur or any other products produced or manufactured from gas (excepting liquid
hydrocarbons) whether said gas be “casinghead,” “dry,” or any other gas, by fractionating, burning or any other processing shall be 1/4 part of
the gross production of such products, or the market value thereof, at the option of the owner of the soil or the Commissioner of the General Land Office,
such market value to be determined as follows: 1) on the basis of the highest market price of each product for 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.

5. 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 under this lease in no event shall be less than an amount equal to the total annual delay rental herein provided; 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 the total annual rental less the
amount of royalties paid during the preceding year. If Paragraph 3 of this lease does not specify a delay rental amount, then for the purposes of this
paragraph, the delay rental amount shall be one dollar ($1.00) per acre.
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6. ROYALTY IN KIND. Notwithstanding any other provision in this lease, at any time or from time to time, the owner of the soil or the

Commissioner of the General Land Office may, at the option of either, upon not less than sixty (60) days notice to the holder of the lease, require that the

. payment of any royalties accruing to such royalty owner under this lease be made in kind. The owner of the soil's or the Commissioner of the General
eensn Land Office’s right to take its royalty in kind shall not diminish or negate the owner of the soil's or the Commissioner of the General Land Office’s rights

» or Lessee’s obligations, whether express or implied, under this lease.
-
ey 7. NO DEDUCTIONS. Lessee agrees that all royalties accruing under this lease (including those paid in kind) shall be without deduction for
- the cost of producing, gathering, storing, separaling, ireating, dehydrating, compressing, processing, transporting, and otherwise making the oil, gas and
other products hereunder ready for sale or use. Lessee agrees to compute and pay royallies on the gross value received, including any reimbursements
. = for severance laxes and production related costs.
LR A

8. 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 any other provision of this lease, and subject to the written consent of
the owner of the soil and the Commissioner of the General Land Office, Lessee may recycle gas for gas lift purposes on the leased premises or for

. injection into any oil or gas producing formation underlying the leased premises after the liquid hydrocarbons contained in the gas have been removed;
no royalties shall be payable on the recycled gas until it is produced and sold or used by Lessee in a manner which entities the royalty owners to a
royaity under this lease.

9. ROYALTY PAYMENTS AND REPORTS. All royalties nol taken in kind shall be paid 1o 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 il
is due and must be received in the General Land Office on or before the 5th day of the second month succeeding the month of production, and royalty
on gas is due and must be received in the General Land Office on or before the 15th day of the second month succeeding the month of production.
accompanied by the affidavit of the owner, manager or other authorized agent. compieted in the form and manner prescribed by the General Land Office
and showing the gross amount and disposition of all oil and gas produced and the market value of the oil and gas, together with a copy of all documents.
records or reports confirming the gross production, disposition and market value including gas meter readings, pipeline receipts, gas line receipts and
other checks or memoranda of amount produced and put into pipelines, tanks, or pools and gas lines or gas storage, and any other reports or records
which the General Land Office may require to verify the gross production, disposition and market value. In all cases the authonty 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 royaity payment was due, then Lessee owes a penalty of 5% on the royalty or $25.00, whichever is
greater. A royalty payment which is over thirty (30) days late shall accrue a penalty of 10% of the royalty due or $25.00 whichever is grealer. In addition
1o a penalty, royalties shall accrue interesl al a rate of 12% per year; such interest will begin to accrue when the royally is sixty (60) days overdue.
Affidavits and supporting documents which are not filed when due shall incur a penalty in an amount sel by the General Land Office administrative rule
which is effective on the date when the affidavits or supporting documents were due. The Lessee shall bear all responsibility for paying or causing
royalties to be paid as prescribed by the due date provided herein. Payment of the delinquency penalty shall in no way operate to prohibit the State's
right of forfeiture as provided by law nor act to postpone the date on which royalties were 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.

10. (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 fumish said Commissioner with copies of
all contracts under which gas is sold or processed and all subsequent agreements and amendments to such contracts within thirty (30) days after
entering into or making such contracts, agreements or amendments. Such conltracts 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 1o 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
Atlorney General, the Govemnor, or the representative of any of them.

(B) PERMITS, 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 lests,
completion reports and plugging reports shall be supplied to the General Land Office at the time they are filed with the Texas Railroad Commission. All
applications, permits, reports or other filings that reference this lease or any specific well on the leased premises and thal are submitted 1o the Texas
Railroad Commission or any other governmental agency shall include the word “State” in the title. Additionally, in accordance with Railroad Commussion
rules, any signage on the leased premises for the purpose of identifying wells, tank batteries or other associated improvements o the land musl aiso
include the word “State.” Lessee shall supply the General Land Office with any records, memoranda, accounts, reports, cuttings and cores, or other
information relative to the operation of the above-described premises, which may be requested by the General Land Office, in addition to those herein
expressly provided for. Lessee shall have an electrical and/or radioactivity survey made on the bore-hole section, from the base of the surface casing to
the total depth of well, of all wells drilled on the above described premises and shall transmit a true copy of the log of each survey on each well to the
General Land Office within fifteen (15) days after the making of said survey.

(C) PENALTIES. Lessee shall incur a penalty whenever reports, documents or other matenials 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 matenals were due in
the General Land Office.

11. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, during the primary term hereof and prior to discovery and
production of oil or gas on said land, Lessee should drill a dry hole or holes thereon, or if during the primary term hereof and after the discovery and
actual production of oil or gas from the leased premises such production thereof should cease from any cause, this lease shall not terminate if on or
before the expiration of sixty (60) days from date of completion of said dry hole or cessation of production Lessee commences additional dnlling or
reworking operations thereon, or pays or tenders the nexi annual delay rental in the same manner as provided in this lease. If, during the last year of the
primary term or within sixty (60) days prior therelo, a dry hole be completed and abandoned, or the production of oil or gas should cease for any cause,
Lessee's rights shall remain in full force and effect without further operations until the expiration of the primary term: and if Lessee has nol resumed
production in paying quantities at the expiration of the primary term, Lessee may maintain this lease by conducting additional drilling or reworking
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operations pursuant to Paragraph 13, using the expiration of the primary term as the date of cessation of production under Paragraph 13. Should the first
well or any subsequent well drilled on the above described land be completed as a shut-in oil or gas well within the primary term hereof, Lessee may
resume payment of the annual rental in the same manner as provided herein on or before the rental paying date following the expiration of sixty (60)
days from the date of completion of such shut-in oil or gas well and upon the failure to make such payment, this lease shall ipso facto terminate. If at the
expiration of the primary term or any time thereafter a shut-in oil or gas well is located on the leased premises, payments may be made in accordance
with the shut-in provisions hereof.

12. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. If, at the expiration of the primary term, neither oil nor gas is being
produced on said land, bul Lessee is then engaged in drilling or reworking operalions thereon, this lease shall remain in force so long as operations on
said well or for drilling or reworking of any additional wells are prosecuted in good faith and in workmanlike manner without interruptions totaling more
than sixty (60) days during 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
In paying quantities from said land, or payment of shut-in oil or gas well royalties or compensatory royallties is made as provided in this lease.

13. CESSATION, DRILLING, AND REWORKING. If, after the expiration of the primary lemm, production of oil or gas from the leased
premises, after once obtained, should cease from any cause, this lease shall not terminate if Lessee commences additional drilling or reworking
operations within sixty (60) days after such cessation, and this lease shall remain in full force and effect for so long as such operations continue in good
faith and in workmanlike manner without interruptions totaling more than sixty (60) days. If such drilling or reworking operations resull in the production
of oil or gas, the lease shall remain in full force and effect for so long as ol or gas is produced from the leased premises in paying quantities or payment
of shut-in oil or gas well royalties or payment of compensalory royalties is made as provided herein or as provided by law. If the drilling or reworking
operations result in the completion of a well as a dry hole, the lease will not terminate if the Lessee commences additional drilling or reworking
operations within sixty (60) days after the completion of the well as a dry hole, and this lease shall remain in effect so long as Lessee continues drilling or
reworking operations in good faith and in a workmanlike manner without interruptions totaling more than sixty (60) days. Lessee shall give written notice
1o the General Land Office within thirty (30) days of any cessation of production,

14, SHUT-IN ROYALTIES. For purposes of this paragraph, “well” means any well that has been assigned a well number by the state agency
having jurisdiction over the production of oil and gas. If, at any lime after the expiration of the primary term of a lease that, until being shut in, was being
maintained in force and effect, a well capable of producing oil or gas in paying quantilies is located on the leased premises, bul oil or gas is not being
produced for lack of suitable production facilities or lack of a suitable market, then Lessee may pay as a shut-in oil or gas royalty an amount equal to
double the annual rental provided in the lease, but not less than $1,200 a year for each well capable of producing oil or gas in paying guantities. If
Paragraph 3 of this lease does not specify a delay rental amount, then for the purposes of this paragraph, the delay rental amount shall be one dollar
($1.00) 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 completes a drilling or reworking operation in accordance
with the lease provisions; whichever date is latest. Such payment shall be made one-half (1/2) to the Commissioner of the General Land Office and one-
half (1/2) to the owner of the soil. If the shut-in oil or gas royalty is paid, the lease shall be considered to be a producing lease and the payment shall
extend the term of the lease for a period of one year from the end of the primary term, or from the first day of the month following the month in which
production ceased, and, after that, if no suitable production facilities or suitable market for the oil or gas exists, Lessee may extend the lease for four
more successive periods of one (1) year by paying the same amount each year on or before the expiration of each shut-in year,

15. COMPENSATORY ROYALTIES. If, during the period the lease is kept in effect by payment of the shut-in oil or gas royalty, oil or gas is
sold and delivered in paying quantities from a well located within one thousand (1.000) feet of the leased premises and completed in the same producing
reservoir, or in any case in which drainage is occurring, the right o continue to maintain the lease by paying the shut-in oil or gas royalty shall cease, but
the lease shall remain effective for the remainder of the year for which the royalty has been paid. The Lessee may maintain the lease for four more
successive years by Lessee paying compensatory royalty at the royalty rate provided in the lease of the market value of production from the well causing
the drainage or which is completed in the same producing reservoir and within one thousand (1,000) feet of the leased premises. The compensatory
royalty is to be paid monthly, one-half (1/2) to the Commissioner of the General Land Office and one-half (1/2) to the owner of the soil, beginning on or
before the last day of the month following the month in which the oil or gas is produced from the well causing the drainage or that is completed in the
same producing reservoir and located within one thousand (1,000) feet of the leased premises. If the compensatory royalty paid in any 12-month period
is an amount less than the annual shut-in oil or gas royalty, Lessee shall pay an amount equal to the difference within thirty (30) days from the end of the
12-month period. Compensatory royalty payments which are not timely paid will accrue penalty and interest in accordance with Paragraph 9 of this
lease. None of these provisions will relieve Lessee of the obligation of reasonable developmenl nor the obligation to drill offset wells as provided in
Texas Natural Resources Code 52.173; however, al the determination of the Commissioner, and with the Commissioner’s written approval. the payment
of compensatory royalties can satisfy the obligation to drill offset wells.

16. 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 weil or
wells as may be reasonably necessary for the proper development of the leased premises and in marketing the production thereon

(A) VERTICAL. In the event this lease is in force and effect two (2) years after the expiration date of the primary or extended term it shall then
terminate as to all of the leased premises, EXCEPT (1) 40 acres surrounding each oil well capable of producing in paying quantities and 320 acres
surrounding each gas well capable of producing in paying quantities (including a shut-in oil or gas well as provided in Paragraph 14 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 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 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 authority having jurisdiction. 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 to said well or wells for production purposes.
Notwithstanding the termination of this lease as to a portion of the lands covered hereby, Lessee shall nevertheless continue lo have the right of ingress
1o and egress from the lands still subject to this lease for all purposes described in Paragraph 1 hereof, together with easements and rights-of-way for
existing roads, existing pipelines and other existing facilities on, over and across all the lands described in Paragraph 1 hereof (*the retained lands"), for
access 1o and from the retained lands and for the gathering or transportation of oil, gas and other minerals produced from the retained lands.
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(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 16 (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

L
ighdl bonus originally paid as consideralion for this lease (as specified on page 1 hereof). If such amount is paid, this lease shall be in force and effect as to
such deeper depths, and said termination shall be delayed for an additional peniod of two (2) years and so long thereafter as oil or gas is produced in

P paying quantities from such deeper depths covered by this lease.

L] -
. (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 Commissioner of the General Land Office. Within
g thirty (30) days after partial termination of this lease as provided herein, Lessee shall execute and record a release or releases containing a satisfactory
I ewse legal description of the acreage and/or depths not retained hereunder. The recorded release, or a certified copy of same, shall be filed in the General
Land Office, accompanied by the filing fee prescribed by the General Land Office rules in effect on the date the release is filed. If Lessee fails or refuses
to execule and record such release or releases within ninety (90) days after being requested to do so by the General Land Office, then the
Commissioner at his sole discretion may designate by written instrument the acreage and/or depths to be released hereunder and record such
. instrument at Lessee’s expense in the county or counties where the lease is located and in the official records of the General Land Office and such

seee designation shall be binding upon Lessee for all purposes.
.

tawy 17. OFFSET WELLS. Neither the bonus, delay rentals, nor royallies paid, or to be paid, under this lease shall relieve Lessee of his obligation

to protect the oil and gas under the above-described land from being drained. Lessee, sublessee, receiver or other agent in control of the leased
premises shall drill 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 should be produced in commercial quantities within 1,000 feet of the leased premises,
or in any case where the leased premises is being drained by production of oil or gas. the Lessee, sublessee, receiver or other agent in control of the
leased premises shall in good faith begin the drilling of a well or wells upon the leased premises within 100 days after the draining well or wells or the
well or wells completed within 1,000 feet of the leased premises start producing in commercial quantities and shall prosecute such dnlling with diligence.
Failure to satisty the statutory offset obligation may subject this lease and the owner of the soil's agency rights lo forfeiture. Only upon the determinabon
of the Commissioner of the General Land Office and with his written approval may the payment of compensatory royalty under applicable statutory
parameters salisfy the obligation to drill an offsel well or wells required under this paragraph.,

18. FORCE MAJEURE. If, after a good faith effort, Lessee is prevented from complying with any express or implied covenant 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, rebellion, nots,
strikes, acts of God, or any valid order, rule or regulation of government authority, then while so prevented, Lessee's obligation to comply with such
covenant shall be suspended and Lessee shall nol be liable for damages for failure to comply with such covenants; additionally, this lease shall be
extended while Lessee is prevented, by any such cause, from conducting drilling and reworking operations or from producing oil or gas from the leased
premises. However, nothing in this paragraph shall suspend the payment of delay renlals in order o maintain this lease in effect during the primary term
in the absence of such drilling or reworking operations or production of oil or gas.

19. WARRANTY CLAUSE. The owner of the soil warrants and agrees lo defend title to the leased premises. If the owner of the soil defaults
in payments owed on the leased premises, then Lessee may redeem the rights of the owner of the soil in the leased premises by paying any mortgage.
taxes or other liens on the leased premises. If Lessee makes payments on behalf 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 soil.

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soil owns less than the enlire undivided surface estale in the above
described land, whether or not Lessee’s interest is specified herein, then the royallies and rental herein provided to be paid to the owner of the soil shall
be paid to him in the proportion which his interest bears to the entire undivided surface estate and the royaities and rental herein provided to be paid to
the Commissioner of the General Land Office of the State of Texas shall be likewise proportionately reduced. However, before Lessee adjusts the
royalty or rental due to the Commissioner of the General Land Office, Lessee or his authorized representative must submit to the Commissioner of the
General Land Office a written statement which explains the discrepancy between the interest purportedly leased under this lease and the actual interest
owned by the owner of the soil. The Commissioner of the General Land Office shall be paid the value of the whole production allocable to any undivided
interest not covered by a lease, less the proportionate development and production cost allocable lo such undivided interest. However, in no event shall
the Commissioner of the General Land Office receive as a royalty on the gross production allocable to the undivided interest not leased an amount less
than the value of one-sixteenth (1/16) of such gross production.

(B) 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 unil that has been approved by the School Land Board and the owner of the soil in accordance with Natural Resources Code Secuons
52.151-52.154, or if, at any time after the expiration of the primary term or the extended term, this lease covers a lesser number of acres than the wtal
amount described herein, payments that are made on a per acre basis hereunder shall be reduced according to the number of acres pooled. released.
surrendered, or otherwise severed, so thal payments determined on a per acre basis under the terms of this lease during the primary term shall be
calculated based upon the number of acres outside the boundaries of a pooled unit, or, if after the expiration of the primary term, the number of acres
actually retained and covered by this lease.

21. USE OF WATER. Lessee shall have the right lo use water produced on said land necessary for operations under this lease except water
from weills or tanks of the owner of the soil; provided, however, Lessee shall not use potable water or water suitable for livestock or irrigation purposes
for waterflood operations withoul the prior consent of the owner of the soil.

22. AUTHORIZED DAMAGES. Lessee shall pay the owner of the soil for damages caused by its operations to all personal property,
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 depth.

24. WELL LOCATION LIMIT. No well shall be drilled nearer than two hundred (200) feet to any house or barn now on said premises without
the written consent of the owner of the soil.
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i 25. 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

Mas .: facilities sufficient to prevent spillage, seepage or ground water contamination. In the event of pollution, Lessee shall use all means at its disposal to
& M recapture all escaped hydrocarbons or other pollutant and shall be responsible for all damage to public and private properties. 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
reesney 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
L L4 thereon. Lessee shall, while conducting operations on the leased premises, keep said premises free of all rubbish, cans, bottles, paper cups or garbage,
. and upon complelion of operations shall restore the surface of the land to as near its original condition and contours as is practicable. Tanks and
e equipment will be kept painted and presentable.
LI
b one 26. REMOVAL OF EQUIPMENT. Subject to limitations in this paragraph, Lessee shall have the right to remove machinery and fixtures placed
by Lessee on the leased premises, including the right to draw and remove casing, within one hundred twenty (120) days after the expiration or the
termination 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 capable of producing oil and gas in paying quantities. Additionally, Lessee may not draw and remove casing until after thirty (30) days written
[ notice to the Commissioner of the General Land Office and to the owner of the soil. The owner of the soil shall become the owner of any machinery,
. :o . fixtures, or casing which are not timely removed by Lessee under the terms of this paragraph.
reee

27. (A) ASSIGNMENTS. Under the conditions contained in this paragraph and Paragraph 29 of this lease, the rights and estates of either
party to this lease may be assigned, in whole or in part, and the provisions of this lease shall extend to and be binding upon their heirs, devisees, legal
representatives, 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 rights, privileges and estates 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 owner of the soil (or his heirs, devisees, legal representatives or assigns) fumishes the Lessee with satisfactory written evidence of the change
in ownership. including the original recorded muniments of titie (or a certified copy of such original) when the ownership changed because of a
conveyance. A lotal or partial assignment of this lease shall, to the extent of the interest assigned, relieve and discharge Lessee of all subsequent
obligations under this lease. If this lease is assigned in its entirety as to only part of the acreage, the right and option to 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 to 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 tendered; however, if the assignor or assignee does not file a certified
copy of such assignment in the General Land Office before the next rental paying dale, the enlire lease shall terminate for failure to pay the entire rental
due under Paragraph 3. Every assignee shall succeed to all rights and be subject to all obligations, liabilities, and penalties owed to the State by the
original lessee or any prior 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 this lease in whole or in
part by assignment without the prior written approval of the Commissioner of the General Land Office, this lease is void as of the lime of assignment and
the agency power of the owner may be forfeited by the Commissioner. An assignment will be treated as if it were made to the owner of the soil if the
assignee is:

(1) a nominee of the owner of the soil;

(2) a corporation or subsidiary in which the owner of the soll is a principal stockholder or is an employee of such a corporation or subsidiary.

(3) a partnership in which the owner of the soil is a partner or is an employee of such a partnership;

(4) a principal stockholder or employee of the corporation which Is the owner of the soil;

(5) a partner or employee in a partnership which is the owner of the soil;

(6) a fiduciary for the owner of the soil; including but not limited to a guardian, trustee, executor, administrator, receiver, or conservator for the

owner of the seil; or

(7) a family member of the owner of the soil or related to the owner of the soil by marriage, blood, or adoption.

28. RELEASES. Under the conditions contained in this paragraph and Paragraph 29, Lessee may at any time execute and deliver to the
owner of the soil and place of record a rel ar rel ing any portion or portions of the leased premises. and thereby surrender this lease as
to such portion or portions, and be relieved of all subsequent obligations as to acreage surrendered. If any part of this lease is properly surrendered. the
delay rental due under this lease shall be reduced by the proportion that the surrendered acreage bears to the acreage which was covered by this lease
immediately prior to such surrender; however, such release will nol relieve Lessee of any liabilities which may have accrued under this lease prior to the
surrender 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
recorded in the county where the land is situated, and the recorded instrument, or a copy of the recorded instrument certified by the County Clerk of the
county in which the instrument is recorded, must be filed in the General Land Office within 80 days of the last execution date accompanied by the
prescribed filing fee. If any such assignment is not so filed, the rights acquired under this lease shall be subject to forfeiture at the option of the
Commissioner of the General Land Office.

30. DISCLOSURE CLAUSE. All provisions pertaining to the lease of the above-described land have been included in this instrument,
including the statement of the true consideration to be paid for the execution of this lease and the rights and duties of the parties. Any collateral
agreements conceming the development of oil and gas from the leased premises which are not contained in this lease render this lease invalid.

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. When the interests of the owner of the soil conflict with those of the State, the owner of the soil is obligated to put the State's
interests before his personal interests.

32. FORFEITURE. If Lessee shall fail or refuse to make the payment of any sum within thirty days after it becomes due, or if Lessee or an
authorized agent should knowingly make any false retumn or false report conceming production or drilling, or if Lessee shall fail or refuse to drill any
offset well or wells in good faith as required by law and the rules and regulations adopted by the Commissioner of the General Land Office, or if Lessee
should fail to file reports in the manner required by law or fail to comply with rules and regulations prom ulgated by the General Land Office, the School
Land Board, or the Railroad Commission, or if Lessee should refuse the proper authority access to the records pertaining to operations, or if Lessee or
an authorized agent should knowingly fail or refuse to give correct information to the proper authority, or knowingly fail or refuse to fumish the General
Land Office a correct log of any well, or if Lessee shall knowingly viclate any of the malerial 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
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Commissioner, and he shall forfeit same when sufficiently informed of the facts which authorize a forfeiture, and when forfeited the area shall again be
subject to lease under the terms of the Relinquishment Act. However, nothing herein shall be construed as waiving the automatic termination of this

. lease by operation of law or by reason of any special limitation arising hereunder. Forfeitures may be set aside and this lease and all rights thereunder
Leene reinstaled 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.
:-.= 33. LIEN. In accordance with Texas Natural Resources Code 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 1o the lien provided by Texas Natural Resources Code 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
Lh L 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 o become due under this lease and o 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
L4 the manner provided in the Title 1, Chap. 9 of the Texas Business and Commerce Code. Lessee agrees that the Commissioner may require Lessee (o
seee execute and record such instruments as may be reasonably necessary to acknowledge, attach or perfect this lien. Lessee hereby represents that there
i : 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 lime determine that this representation is not irue, then the Commissioner may declare this lease forfeiled as provided
herein.

34. POOLING. Lessee is hereby granted the right to pool or unitize the royality interest of the owner of the soil under this lease with any other
leasehold or mineral interest for the exploration, development and production of oil or gas or either of them upon the same terms as shall be approved
by the School Land Board ana the Commissioner of the General Land Office for the pooling or unitizing of the interest of the State under this lease
pursuant to Texas Natural Resources Code 52 151-52.154. The owner of the soll agrees that the inclusion of this provision in this lease sausfies the
execution requirements stated in Texas Natural Resources Code 52.152.

35. INDEMNITY. Lessee hereby releases and discharges the State of Texas and the owner of the soil, their officers. empioyees. panners
agents, contraclors, subcontractors, guests, invilees, and their respective successors and assigns, of and from all and any actons and causes of action
of every nature, or other hamm, including environmental harm, for which recovery of damages is sought, including, but not limited to, all losses and
expenses which are caused by the aclivities of Lessee, its officers, employees, and agents anising out of, incidental 1o, or resulting from, the operations
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 terms or provisions of this
Agreement, or by any other negligent or strictly liable act or omission of Lessee. Further. Lessee hereby agrees 1o be liable for, exonerate, indemnify.
defend and hold harmless the State of Texas and the owner of the soil, their officers, employees and agents, their successors or assigns, against any
and all claims, liabilities, losses, damages, actions, personal injury (including death), costs and expenses, or other harm for which recovery of damages
is sought, under any theory including tort, contract, or strict liability, including attorneys' fees and other legal expenses, including those related to
environmental hazards, on the leased premises or in any way related to Lessee’s failure to comply with any and all environmental laws; those ansing
from or in any way related to Lessee's operations or any other of Lessee's activities on the leased premises, those arising from Lessee's use of the
surface of the leased premises; and those that may arise oul of or be occasioned by Lessee'’s breach of any of the terms or provisions of this Agreement
or any other act or omission of Lessee, its directors, officers, employees, pariners, agents, contraclors, subcontraclors, guests, invitees, and their
respective successors and assigns, Each assignee of this Agreement, or an interest therein, agrees to be liable for, exonerate, indemnify, defend and
hold harmliess the State of Texas and the owner of the soil, their officers, employees, and agents in the same manner provided above in connection with
the activities of Lessee, its officers, employees, and agents as described above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF
THE INDEMNITY OBLIGATIONS AND\OR 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 highest degree of care and all reasonable safeguards to prevent contamination or
pollution of any environmental medium, including soil, surface waters. groundwater, sediments, and surface or subsurface strata, ambient air or any
other environmental medium in, on, or under, the leased premises, by any waste, pollutant, or contaminant. Lessee shall nol bring or permit to remain on
the leased premises any asbestos containing materials, explosives, toxic materials, or substances regulated as hazardous wasles, hazardous matenals,
hazardous substances (as the term “Hazardous Substance” is defined in the Comprehensive Environmenial Response, Compensation and Liability Act
(CERCLA), 42 U.S.C. Sections 9601, et seq.), or loxic substances under any federal, state, or local law or regulation ("Hazardous Matenials®), except
ordinary products commonly used in connection with oil and gas exploration and development operations and stored in the usual manner and guanbues.
LESSEE'S VIOLATION OF THE FOREGOING 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 52.180, commonly
known as the Relinquishment Act, and other applicable statutes and amendments thereto, and if any provision in this lease does not conform lo these
statutes, the statutes will prevail over any nonconforming lease provisions.
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38. 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. Once the filing requirements found in Paragraph 39 of this lease have been salisfied, the effective date
of this lease shall be the date found on Page 1.

39. LEASE FILING. Pursuant to Chapter 9 of the Texas Business and Commerce Code, this lease musl be filed of record in the office of the
County Clerk in any county in which all or any part of the leased premises is located, and certified copies thereof must be filed in the General Land
Office. This lease is not effective until a certified copy of this lease (which is made and certified by the County Clerk from his records) is filed in the
General Land Office in accordance with Texas Natural Resources Code 52.183. Additionally, this lease shall not be binding upon the State unless it
recites the actual and true consideration paid or promised for execution of this lease. The bonus due the State and the prescribed filing fee shall
accompany such certified copy to the General Land Office.

STATE OF TEXAS ;
BY:

Individually and as agent for the State of Texas
Date: T - -

STATE OF TEXAS
BY:

Individually and as agent for the State of Texas
Date:

STATE OF TEXAS

|ndividually and as agent for the State of Texas
Date:

STATE OF TEXAS
BY:

Individually and as agent for the State of Texas
Date:
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. STATE OF / ,P/)J PalP)) (CORPORATION ACKNOWLEDGMENT)
sassnwe 0
™ e COUNTY OF
.
somnee
. .
.
e
s see executed the same for the purposes and consideration therein expreSsed, in the capacity staled, and as the act and deed of said corporation.
Given under my hand and seal of office this theo_?wday of Q;&@«L_L.A/_% 20 [ Z .
see Pt
o4 +*,  DEBBIE CAROL WALKER

paes . : “gfgflﬁss Notary Public in and for ___J 4@ )

——

STATEOF ___ [ CxXq 3 (CORPORATION ACKNOWLEDGMENT)

COUNTY OF Hr‘,f i

BEFORE ME. the undersigned authority, on this day personally appeared Daaid Yo s
known to me to be the person whose name is subscribed 1o the foregoing instruments as ikg. [N _,g_u_k:.z
of Pov o Tx and acknowledged to me that he
execuled the same for the purposes and consid therein exp d, in the capacity stated, and as the act and deed of said corporation.

Wnﬁsﬁggaﬁmﬁﬂu&hﬁ 1o dayof Yciag xa , BE
| Clha, Poi

Notary Publicinandfor __[e.Xq <

Giver]-

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

STATE OF (INDIVIDUAL ACKNOWLEDGMENT)

COUNTY OF

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

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

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

Notary Public in and for
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EXHIBIT “A™

Attached to and made a part of that certain Oil and Gas Lease dated January 5, 2011, by and
between the State of Texas, acting by and through its agent David Fouts, as Lessor and
Energen Resources Corp., as Lessee.

In the event of conflict or inconsistency between the printed terms of this lease and these added
terms of this lease, the added terms shall control and be deemed to supersede the printed terms of
the lease.

1. Delay Rentals. At the end of the first anniversary date of this lease, Lessee shall have the
option to maintain this lease for an additional two (2) years by delivering delay rentals for the
second year in the amount of $7,957.50. One half (1/2) of the second year delay rental will be
paid to the Lessor and one half (1/2) will be paid to the State of Texas. Delay rental for the third
year are included in the second year delay rental and if the second year is paid then no additional
delay rentals are due under this lease.

2. Marketing/Other Costs. “ Lessors' royalty on oil, gas and associated liquid or liquefiable
hydrocarbons shall never bear, either directly or indirectly, any costs or expenses to treat, store,
gather, separate, dehydrate, compress, pipe, transport or truck the same or any other cost or
expenses whatsoever, except any severance, excise, windfall or, other like and similar tax
imposed thereon. To the extent that this lease is deemed to be a "market value at the well" form
of lease, and the price on which Lessee pays royalties reflects any deductions for post-production
costs and expenses, Lessee covenants and agrees in addition to royalties paid on a "market value
at the well" basis, to pay Lessor an additional sum equal to the royalty share reserved in this
lease of all such post-production costs and expenses, including costs of production, gathering,
storing, separating, treating, dehydrating, compressing, processing, marketing, transporting and
otherwise making the oil, gas and other products produced hereunder ready for sale or use.”

3. Royalty Payments Due. “All royalties that may become due hereunder shall commence to
be paid on each well within ninety (90) days after the first day of the month following the month
during which any well is completed and commences production. Thereafter all royalties on oil
shall be paid to Lessor on or before the last day of the month following the month of production,
and all royalties on gas shall be paid to Lessor on or before the last day of the second month
following the month of production. Royalties not paid when due shall bear interest payable to
Lessor, their heirs or assigns, at the rate of 2% above the prime rate as quoted by Chase Bank,
New York City, New York or its successors, commencing at the rate as quoted on the date such
payment was due, and fluctuating thereafter as such rate fluctuates. Interest charges shall
commence on the date payment is due and shall continue until payment is made in full. In no
event shall the interest rate be greater than the maximum allowed by law. If royalty is not paid by
such due date, Lessor may give Lessee written notice (by certified mail, return receipt requested
to the addresses specified in this lease) of nonpayment of royalty, and if Lessors' royalty is not
paid on or before expiration of 30 days from Lessee's receipt of such notice. However, if there is
a bona fide dispute or a good faith question, based on an attorney's written title opinion of
royalty entitlement, Lessee may pay Lessors' royalty to a trustee to be invested in interest-
bearing accounts pending resolution of the entitlement issue, with the interest to belong to the
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rightful royalty owner.” The contents contained herein paragraph number 3. shall apply only to
the owner of the surface and under no circumstance affect the Sate of Texas.

4. Oil and Gas Only. “It is further agreed and understood that this lease covers oil and gas
only (including, with all oil and gas, all constituent elements thereof and all other liquid or
liquefiable hydrocarbons and products of every kind and character derived therefrom and
produced therewith), and all minerals other than oil and gas are excepted here-from and reserved
to Lessor, including, but not limited to, coal, lignite and uranium.”

5. Pooling:

All pooling terms and provisions hereafier described are subject to approval by the School Land
board.

Oil:  Without Lessor’s prior written consent, which shall not be unreasonably withheld. Lessee
may not pool any of the above described land for an oil well, unless Lessee includes at least one
half of the leased premises within the pooled unit; however, pooling for oil shall be allowed if
pooling is to include lands in the SE/2 of Section 36, Block 2, H&GN RR. Co. Survey, Reeves
County, Texas. Under no circumstance shall pooling for oil exceed 320 acres. And under no
circumstances will less than one half of the leased premises be included in any pooled unit.
Gas: In the event Lessee elects to pool or unitize the above described land with other land or
leases for the production of gas and related hydrocarbons from a vertical well, then any gas unit
or units so formed may not exceed 180 acres. In the event Lessee elects to pool or unitize the
above described land with other land or leases for the production of gas and related hydrocarbons
from a horizontal well, then any gas unit or units so formed may not exceed 320 acres.

6. Restrictions on Gas Pooling:

All pooling terms and provisions hereafter described are subject to approval by the School Land
board.

When The Unit Well Is On Other Lands:

Notwithstanding anything herein contained to the contrary, unless otherwise agreed to in writing
by Lessor, in the event a portion or portions of the leased premises are pooled or unitized with
other lands or leases so as to form a gas pooled unit or units and the unit well is not situated on
the leased premises, then in such event, not less than one-half of any such gas pooled unit shall
be comprised of the leased premises; provided, however, should an insufficient amount of the
leased premises be available to fulfill this requirement, then in such event, all of the then
remaining acreage out of the leased premises not previously allocated to a well or wells shall be
included in said gas pooled unit or units. Lessor's consent herein shall not be unreasonably
withheld.

When The Unit Well Is On The Leased Premises:

Furthermore, unless otherwise agreed to in writing, in the event a portion or portions of the
leased premises are pooled or unitized with other lands or leases so as to form a gas pooled unit
or units and the unit well is situated on the leased premises, then in such event, Lessee shall
include all of the herein leased premises or all of the then remaining available acreage out of the
leased premises not previously allocated to a well or wells, whichever the case may be, into said
gas pooled unit or unit. Lessor's consent herein shall not be unreasonably withheld.

7. Depth Clause. “Notwithstanding anything to the contrary contained herein one (1) year after
the expiration of the primary term or after all continuous development operations have ceased,
after the primary term, whichever is the later, shall release all depths 100 feet below the deepest
producing strata in the well or wells located within the individual Retained Tract.”
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8. Indemnity. “Lessee assumes all risk and liability of any kind and nature incident to,
occasioned by or resulting in any manner from Lessee’s operations hereunder, except that
occasioned by Lessor’s own gross negligence. Lessee agrees to keep said land duly and fully
protected against liens of every character arising in connection with, or resulting from, said
operations, and agrees to indemnify and hold Lessor, and its respective representatives,
successors and assigns, harmless from and against any and all liens, demands, costs, expenses,

» oooE attorney’s fees, penalties, fines, remedial costs, restorations costs, judgments, suits and claims of
any kind for damages occasioned by, or on account of, Lessee’s (including Lessee’s servants,
‘:"'! ' agents, invitees, employees or independent contractors) operations, and against all claims for
® property damage, personal injury or death sustained by any person or persons whomsoever,
R natural or corporate, ip connection with, or resulting from Lessee’s operation hereunder, and
" see whether or not involving active or passive negligence on the part of Lessee or its agents,

contractors or employees.
This lease, and all of the rights of Lessee hereunder. is made subject to all federal, state and local

i laws, rules. orders and regulations pertaining in any way to protection of air, water, earth,
b s environmentally sensitive or threatened plant or animal life or any other part of the ecological
s system. Lessee at its cost shall comply with all such laws, rules, and regulations (herein called

the “Environmental Laws”). Lessee shall defend, indemnify and hold Lessor harmless from any
and all liability, losses, claims notices, suits, damages, remedial work and causes arising from or
connected with (i) any failure to comply with any Environmental Law, and/or (ii) the physical
condition of the Leased Premises, to the extent such condition is caused, in whole or in part, due
to the actions or inactions of the Lessee, its employees, representatives, agents or assigns. The
amounts covered by Lessee’s indemnification of Lessor contained in the Preceding sentence
shall include attorneys” fees and court costs. AND THE INDEMNIFICATION SHALL APPLY
REGARDLESS OF WHETHER LESSEE WAS NEGLIGENT, IN WHOLE OR IN PART.

It is further specifically provided that in the event it becomes necessary for Lessor to employ an
attorney or attorneys to enforce any of Lessee’s obligations hereunder and Lessor is successful in
any court action to enforce the same, Lessee agrees to pay all reasonable attorney’s fees and
court costs incurred by Lessor in connection herewith.

9. Production In-Kind. “Lessor may, at his option and sole risk, cost and expense, 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 the Lessor under this Lease be made in kind. Except during such
periods as Lessor may be receiving the same in kind, Lessee shall always be obligated to market
Lessor's royalty oil ratably with its own oil and at the same price, and Lessee shall also always be
obligated to reasonably market gas produced from the Leased Premises and to prevent the
drainage of gas therefrom. Without the prior written consent of Lessor, Lessee may not pay any
royalty in kind. Lessee may not enter into any hedging transactions or forward sales agreements
with a term greater than one year.”

10. Information. “Upon written request, lessee shall provide lessor with copies of any title
opinions, abstracts, or landman’s runsheets that are obtained by lessee. Lessee shall inform
lessor, in writing, of any litigation or liens that will affect the lease.”

11. Shut In Royalty Limitation. “Notwithstanding anything to the contrary herein, it is
understood and agreed that this lease may not be maintained in force for any one continuous
period of time longer than two (2) consecutive years after the expiration of the primary term
hereof solely by the provisions of the shut-in royalty clause.”
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CERTIFIED TRUE AND CORRECT COPY CERTIFICATE

STATE OF TEXAS

COUNTY OF REEVES

The above and foregoing is & full, true and correct photographic copy of the
original record now in my lawful custedy and passession, as the same is
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| hereby certified on EI w -
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e OIL AND GAS LEASE
ree :
THIS AGREEMENT is made and entered into this Sth day of January 2011 . between the State of Texas, acling
by and through its agent, William E. Fouls
of 4325 Thomas Park, Beaumont, TX. 77706

{Give Permanent Address)

said agent herein referred to as the owner of the soil (whether one or more), and Energen Resources Corp.

of AT ing 4, Suite 1 I hereinafter called Lessee.
(Give Permanent Address)

1. GRANTING CLAUSE. For and in consideration of the amounts stated below and of the covenants and agreements lo be paid, kept and
performed by Lessee under this lease, the State of Texas acting by and through the owner of the sail, hereby grants, leases and lels unlo Lessee, for
the sole and only purpose of prospecting and drilling for and producing oil and gas. laying pipe lines, building tanks, storing oil and building power
stations, telephone lines and other structures thereon, to produce, save, take care of, treat and transport said products of the lease, the following lands
situated in Reeves County, State of Texas, to-wit:

All of the NW/2 of Section 36, Block 2, H&GN RR Co. Survey

SEE EXHIBIT A" ATTACHED HERETO AND MADE APRT HEREOF

containing 318.30 acres, more or less. The bonus consideration paid for this lease is as follows:

To the State of Texas: Thirleen Thousand Five Hundred Twenty-Seven and——75/100's
Dollars ($13.527.75 )
To the owner of the soll: Thiteen Thousand Five Hundred Twenty-Seven and-——-75/100'g——-——
Dollars ($13,527.75 )
Total bonus consideration: Twenty-Seven Thousand Fifty-Five ———and——50/100's———
Dollars ($27,055.50 )
The total bonus consideration paid represents a bonus of One Thousand Five Hundred -and: No/100's
Dollars ($1.500.00 ) per acre, on 18.037 net acres.
2. TERM. Subjecl to the other provisions in this lease, this lease shall be for a term of three (3) years from

this date (herein called "primary term”) and as long thereafter as oil and gas, or either of them, Is produced in paying quantities from said land. As used
in this lease, the term "produced in paying quantities” means that the receipts from the sale or other authorized commercial use of the substance(s)
covered exceed out of pocket operational expenses for the six months last past.
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3. DELAY RENTALS. If no well is commenced on the leased premises on or before one (1) year from this date, this lease shall teminate,
unless on or before such anniversary date Lessee shall pay or tender to the owner of the soil or to his credit in the

Bank, at
or its successors (which shall continue as the depository regardless of changes in the ownership of said land), the amount specified below: in addition,
Lessee shall pay or tender to the COMMISSIONER OF THE GENERAL LAND OFFICE OF THE STATE OF TEXAS, AT AUSTIN, TEXAS, a like sum on
or before said date. Payments under this paragraph shall operate as a rental and shall cover the privilege of deferring the commencement of a well for
one (1) year from said date. Payments under this paragraph shall be in the following amounts:

To the owner of the soil: Two Thousand Seven Hundred Five ————and-——55/100-———-—
Dollars ($2.705.55 )

To the State of Texas: Two Thousand Seven Hundred Five ———and———55/100-—
Dollars ($2,705.55 )

Total Delay Rental: Five Thousand Four Hundred Eleven ——ang---—-10/100's
Dollars ($5,411.10 )

In a like manner and upon like payments or tenders annually, the commencement of a well may be further deferred for successive periods of one (1)
year each during the primary term. All payments or tenders of rental to the owner of the soil may be made by check or sight draft of Lessee, or any
assignee of this lease, and may be delivered on or before the rental paying date. If the bank designated in this paragraph (or its successor bank) should
cease to exist, suspend business, liquidate, fail or be succeeded by another bank, or for any reason fail or refuse to accept rental, Lessee shall not be
held in default for failure to make such payments or tenders of rental until thirty (30) days after the owner of the soil shall deliver to Lessee a proper
recordable instrument naming another bank as agent to receive such payments or tenders. :

4. PRODUCTION ROYALTIES. Upon production of oil and/or gas, Lessee agrees to pay or cause to be paid one-half (1/2) of the royalty
provided for in this lease to the Commissioner of the General Land Office of the State of Texas, al Austin, Texas, and one-half (1/2) of such royalty to the
owner of the soil:

(A) OIL. Royalty payable on oil, which is defined as including all hydrocarbons produced in a liquid form at the mouth of the well and also as
all condensate, distillate, and ather liquid hydrocarbons recovered from oil -or gas run through a separator or other equipment, as hereinafter provided,
shall be 1/4 part of the gross production or the market value thereof, at the option of the owner of the soil or the Commissioner of the General
Land Office, such value to be determined by 1) the highest posted price, plus premium, Iif 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 leased premises is sold, used or processed in a plant, it will be run free of cost to the royalty owners through an adequate oil
and gas separator of conventional type, or other equipment at least as efficient, so that all liquid hydrocarbons recoverable from the gas by such means
will be recovered. The requirement that such gas be run through a separator or other equipment may be waived, in writing, by the royalty owners upon
such terms and conditions as they prescribe.

(B) NON PROCESSED GAS. Royalty on any gas (Including flared gas), which is defined as all hydrocarbons and gaseous subslances not
defined as oil in subparagraph (A) above, produced from any well on said land (excepl as provided herein with respect to gas processed in a plant for
the extraction of gasoline, liquid hydrocarbons or other products) shall be 1/4 part of the gress production or the market value thereof, at the
option of the owner of the soil or the Commissioner of the General Land Office, such value to be based on the highest market price paid or offered for
gas of comparable quality in the general area where produced and when run, or the gross price paid or offered to the producer, whichever is the greater;
provided that 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 standard base temperature shall be sixty (60) degrees Fahrenheit, correction to be made for pressure according to Boyle's Law, and for specific
gravity according lo tests 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. Royalty on any gas processed in a gasoline plant or other plant for the recovery of gasoline or other liquid
hydrocarbons shallbe /4 part of the residue gas and the liquid hydrocarbons extracted or the market value thereof, al the option of the owner
of the soil or the Commissioner of the General Land Office. All royalties due herein shall be based on one hundred percent (100%) of the total plant
production of residue gas attributable to gas produced from this lease, and on fifty percent (50%), or that percent accruing o Lessee, whichever is the
greater, of the lotal plant production of liquid hydrocarbons aftributable to the gas produced from this lease; provided that if liquid hydrocarbons are
recovered from gas processed in a plant in which Lessee (or its parent, subsidiary or affiliate) owns an interest, then the percentage applicable to liquid
hydrocarbons shall be fifty percent (50%) or the highest percent accruing to a third party processing gas through such plant under a processing
agreement negotiated at arm’s 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. Royalty on carbon black, sulphur or any other products produced or manufactured from gas (excepting liquid
hydrocarbons) whether said gas be “casinghead,” “dry,” or any other gas, by fractionating, burning or any other processing shallbe 1/4 _____ part of
the gross production of such products, or the market value thereof, at the option of the owner of the soil or the Commissioner of the General Land Office,
such market value to be determined as follows: 1) on the basis of the highest markel price of each product for 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.

5. 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 under this lease in no event shall be less than an amount equal to the total annual delay rental herein provided: 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 the total annual rental less the
amount of royalties paid during the preceding year. If Paragraph 3 of this lease does not specify a delay rental amount, then for the purposes of this
paragraph, the delay rental amount shall be one dollar ($1.00) per acre.
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6. ROYALTY IN KIND. Notwithstanding any other provision in this lease, at any ime or from time to time, the owner of the soil or the
Commissioner of the General Land Office may, at the option of either, upon not less than sixty (60) days notice to the holder of the lease, require that the
payment of any royallies accruing to such royalty owner under this lease be made in kind. The owner of the soil's or the Commissioner of the General
Land Office’s right to take its royalty in kind shall not diminish or negate the owner of the soil's or the Commissioner of the General Land Office’s rights
or Lessee’s obligations, whether express or implied, under this lease.

7. NO DEDUCTIONS. Lessee agrees that all royalties accruing under this lease (including those paid in kind) shall be without deduction for
the cost of producing, gathering, storing, separating, treating, dehydrating, compressing, processing, transporting, and otherwise making the oil, gas and
other products hereunder ready for sale or use. Lessee agrees lo compule and pay royallies on the gross value received, including any reimbursements
for severance taxes and production related costs.

8. 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 lo process gas produced hereunder in any processing plant. Notwithstanding any other provision of this lease, and subject to the written consent of
the owner of the soil and the Commissioner of the General Land Office, Lessee may recycle gas for gas lift purposes on the leased premises or for
injection into any oil or gas producing formation underlying the leased premises after the liquid hydrocarbons contained in the gas have been removed:
no royalties shall be payable on the recycled gas until it is produced and sold or used by Lessee in a manner which enlitles the royalty owners to a
royalty under this lease.

9. 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:

Paymenlt of royalty on production of oil and gas shall be as provided in the rules set forth in the Texas Register. Rules currently prowide that royalty on oil
is due and mus! 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 musl be received in the General Land Office on or before the 15th day of the second month succeeding the month of production,
accompanied by the affidavit of the owner, manager or other authorized agent, completed in the form and manner prescribed by the General Land Office
and showing the gross amount and disposition of all oil and gas produced and the market value of the oil and gas, together with a copy of all documents,
records or reports confirming the gross production, disposition and market value including gas meler 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 royaity payment shall be accompanied by a check stub, schedule, summary
or other remittance advice showing by the assigned General Land Office lease number the amount of royalty being paid on each lease. If Lessee pays
his royalty on or before thirty (30) days after the royalty payment was due, then Lessee owes a penalty of 5% on the royalty or $25.00, whichever is
greater. A royalty payment which is over thirty (30) days late shall accrue a penalty of 10% of the royalty due or $25.00 whichever is greater. In addition
to a penalty, royalties shall accrue interest at a rate of 12% per year; such interest will begin to accrue when the royaity is sixty (60) days overdue.
Affidavits and supporting documents which are not filed when due shall incur a penalty in an amount set by the General Land Office administrative rule
which is effective on the date when the affidavits or supporting documents were due. The Lessee shall bear all responsibility for paying or causing
royalties to be paid as prescribed by the due date provided herein. Payment of the delinquency penalty shall in no way operate to prohibit the State's
right of forfeiture as provided by law nor act to postpone the date on which royalties were originally due. The above penalty provisions shall not apply in
cases of litle dispute as o the State’s portion of the royalty or to thal portion of the royalty in dispute as to fair market value,

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

(B) PERMITS, DRILLING RECORDS. Written notice of all operations on this lease shall be submitted 1o the Commissioner of the General
Land Office by Lessee or operator five (5) days before spud date, wor , re-entry, temporary abandonment or plug and abandonment of any well or
wells. Such written notice to the General Land Office shall include copies of Railroad Commission forms for application to drill. Copies of well tests
completion reports and plugging reports shall be supplied to the General Land Office al the time they are filed with the Texas Railroad Commission. All
applications, permits, reporis or other filings that reference this lease or any specific well on the leased premises and thal are submitted to the Texas
Railroad Commission or any other governmental agency shall include the word “State” in the title. Additionally, in accordance with Railroad Commission
rules, any signage on the leased premises for the purpose of identifying wells, tank batteries or other associated improvements to the land must also
include the word “State.” Lessee shall supply the General Land Office with any records, memoranda, accounts, reports, cuttings and cores, or other
information relative to the operation of the above-described premises, which may be requested by the General Land Office, in addition to those herein
expressly provided for. Lessee shall have an electrical and/or radioactivity survey made on the bore-hole section, from the base of the surface casing to
the total depth of well, of all wells drilled on the above described premises and shall transmit a true copy of the log of each survey on each well to the
General Land Office within fifteen (15) days after the making of said survey.

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

11. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, during the primary term hereof and prior to discovery and
production of oil or gas on said land, Lessee should drill a dry hole or holes thereon, or if during the primary term hereol and after the discovery and
actual production of oil or gas from the leased premises such production thereof should cease from any cause, this lease shall not terminate if on or
before the expiration of sixty (60) days from date of completion of said dry hole or cessation of production Lessee commences additional drilling or
reworking operations thereon, or pays or tenders the next annual delay rental in the same manner as provided in this lease. If, during the last year of the
primary term or within sixty (60) days prior thereto, a dry hole be completed and abandoned, or the production of oil or gas should cease for any cause,
Lessee's rights shall remain in full force and effect without further operations until the expiration of the primary term; and if Lessee has not resumed
production in paying quantities at the expiration of the primary term, Lessee may maintain this lease by conducting additional drilling or reworking
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operations pursuant to Paragraph 13, using the expiration of the primary lerm as the date of cessation of production under Paragraph 13. Should the first
well or any subsequent well drilled on the above described land be completed as a shut-in oil or gas well within the primary term hereof, Lessee may
resume payment of the annual rental in the same manner as provided herein on or before the rental paying date following the expiration of sixty (60)
days from the date of completion of such shut-in oil or gas well and upon the failure to make such payment, this lease shall ipso facto terminate. If at the
expiration of the primary term or any time thereafter a shut-in oll or gas well is located on the leased premises, payments may be made in accordance
with the shut-in provisions hereof.

12. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. If, at the expiration of the primary term, neither oil nor gas is being

. produced on said land, bul Lessee is then engaged in drilling or reworking operations thereon, this lease shall remain in force so long as operations on
: o s ! said well or for drilling or reworking of any additional wells are prosecuted in good faith and in workmanlike manner without interruptions totaling more
than sixty (60) days during 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

addi . in paying quantities from said land, or payment of shut-in oil or gas well royalties or compensatory royalties is made as provided in this lease.

. .

- 13. 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
een faith and in workmanlike manner without interruptions totaling more than sixty (60) days. If such drilling or reworking operations result in the production

of oil or gas, the lease shall remain in full force and effect for so long as ol or gas is produced from the leased premises in paying quantities or payment
of shut-in oll or gas well royalties or payment of compensatory royallies is made as provided herein or as provided by law. If the drilling or reworking
operations result in the completion of a well as a dry hole, the lease will not terminate if the Lessee commences additional drilling or reworking

. operations within sixty (60) days after the completion of the well as a dry hole, and this lease shall remain in effect so long as Lessee continues drilling or
sese reworking operations in good faith and in a workmanlike manner without interruptions totaling more than sixty (60) days. Lessee shall give written notice
e .: to the General Land Office within thirty (30) days of any cessation of production.

14, SHUT-IN ROYALTIES. For purposes of this paragraph, “well” means any well that has been assigned a well number by the state agency
having jurisdiction over the production of oil and gas. If, at any time after the expiration of the primary term of a lease that, until being shut in, was being
maintained in force and effect, a well capable of producing oil or gas in paying quantities is located on the leased premises, but oil or gas is not being
produced for lack of suitable production facilities or lack of a suitable market, then Lessee may pay as a shut-in oil or gas royalty an amount equal to
double the annual rental provided in the lease, but not less than $1,200 a year for each well capable of producing oil or gas in paying quantities. If
Paragraph 3 of this lease does not specify a delay rental amount, then for the purposes of this paragraph, the delay rental amount shall be one dollar
($1.00) 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 completes a drilling or reworking operation in accordance
with the lease provisions; whichever date is latest. Such payment shall be made one-half (1/2) to the Commissioner of the G | Land Office and one-
half (1/2) to the owner of the soil. If the shut-in oil or gas royalty is paid, the lease shall be considered to be a producing lease and the payment shall
extend the term of the lease for a period of one year from the end of the primary lerm, 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.

15. COMPENSATORY ROYALTIES. If, during the period the lease is kepl in effect by payment of the shut-in oil or gas royalty, oil or gas is
sold and delivered in paying quantities from a well located within one thousand (1,000) feet of the leased premises and completed in the same producing
reservoir, or in any case in which drainage is occurring, the right to continue to maintain the lease by paying the shut-in oil or gas royalty shall cease, but
the lease shall remain effective for the remainder of the year for which the royalty has been paid. The Lessee may maintain the lease for four more
successive years by Lessee paying compensatory royalty at the royalty rate provided in the lease of the market value of production from the well causing
the drainage or which is completed in the same producing reservoir and within one thousand (1,000) feet of the leased premises. The compensatory
royalty is to be paid monthly, one-half (1/2) to the Commissioner of the General Land Office and one-half (1/2) to the owner of the soil, beginning on or
before the last day of the month following the month in which the oil or gas is produced from the well causing the drainage or that is completed in the
same producing reservoir and located within one thousand (1,000) feet of the leased premises. If the compensalory royally paid in any 12-month period
is an amount less than the annual shut-in oil or gas royalty, Lessee shall pay an amount equal to the difference within thirty (30) days from the end of the
12-month period. Compensatory royalty payments which are not timely paid will accrue penalty and interest in accordance with Paragraph 9 of this
lease. None of these provisions will relieve Lessee of the obligation of reasonable development nor the obligation to dnil offset wells as provided in
Texas Natural Resources Code 52.173; however, at the determination of the Commissioner, and with the Commissioner’s written approval. the payment
of compensatory royalties can satisfy the obligation to drill offset wells.

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

(A) VERTICAL. In the event this lease is in force and effect two (2) years after the expiration date of the primary or extended term it shall then
terminate as 1o all of the leased premises, EXCEPT (1) 40 acres surrounding each oil well capable of producing in paying quanlities 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 14 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 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 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 authority having jurisdiction. 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 to said well or wells for production purposes.
Notwithstanding the termination of this lease as to a portion of the lands covered hereby, Lessee shall nevertheless continue to have the right of ingress
to and egress from the lands still subject to this lease for all purposes described in Paragraph 1 hereof, together with easements and rights-of-way for
existing roads, existing pipelines and other existing facilities on, over and across all the lands described in Paragraph 1 hereof (“the retained lands"), for
access to and from the retained lands and for the gathering or transportation of oil, gas and other minerals produced from the retained lands.
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(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 16 (A) above, unless on or before two (2) years after the primary or extended term Lessee pays an amount equal to one-half (1/2) of the
bonus originally paid as consideration for this lease (as specified on page 1 hereof). If such amount is paid, this lease shall be in force and effect as to
such deeper depths, and said termination shall be delayed for an additional period of two (2) years and so long thereafter as oil or gas is produced in
paying quantities from such deeper depths covered by this lease.

(C) IDENTIFICATION AND FILING. The surface acreage retained hereunder as to each well shall, as nearly as practical, be in the form of a
square with the well located in the center thereof, or such other shape as may be approved by the Commissioner of the General Land Office. Within
thirty (30) days after partial termination of this lease as provided herein, Lessee shall execute and record a release or releases containing a satisfactory
legal description of the acreage and/or depths not retained hereunder. The recorded release, or a certified copy of same, shall be filed in the General
Land Office, accompanied by the filing fee prescribed by the General Land Office rules in effect on the date the release is filed. If Lessee fails or refuses
to execute and record such release or releases within ninety (90) days after being requested to do so by the General Land Office, then the
Commissioner at his sole discretion may designate by written instrument the acreage and/or depths to be released hereunder and record such
instrument at Lessee’s expense in the county or counties where the lease is located and in the official records of the General Land Office and such
designation shall be binding upon Lessee for all purposes.

17. OFFSET WELLS. Neither the bonus, defay rentals, nor royalties paid, or to be paid, under this lease shall relieve Lessee of his obligation
to protect the oil and gas under the above-described land from being drained. Lessee, sublessee, receiver or other agent in control of the leased
premises shall drill 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 should be produced in commercial quantities within 1,000 feet of the leased premises.
or in any case where the leased premises is being drained by production of oil or gas. the Lessee, sublessee, receiver or other agenl in control of the
leased premises shall in good faith begin the drilling of a well or wells upon the leased premises within 100 days after the draining weil or weils or the
well or wells completed within 1,000 feet of the leased premises start producing in commercial quantities and shall prosecute such dnlling watn diligence.
Failure to satisty the statutory offset obligation may subject this lease and the owner of the soil's agency rights to forfeiture. Only upon the determinaton
of the Commissioner of the General Land Office and with his written approval may the payment of compensatory royalty under applicable statutory
parameters salisfy the obligation to drill an offset well or wells required under this paragraph.

18. FORCE MAJEURE. If, after a good faith effort, Lessee is prevented from complying with any express or implied covenant 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, rebellion, riots,
strikes, acts of God, or any valid order, rule or regulation of government authority, then while so prevented, Lessee's obligation to comply with such
covenant shall be suspended and Lessee shall not be liable for damages for failure to comply with such covenants; additionally, this lease shall be
extended while Lessee is prevented, by any such cause, from conducting drilling and reworking operations or from producing oil or gas from the leased
premises. However, nothing in this paragraph shall suspend the payment of delay rentals in order to maintain this lease in effect during the primary term
in the absence of such drilling or reworking operations or production of oil or gas.

19. WARRANTY CLAUSE. The owner of the soil warrants and agrees to defend title to the leased premises. If the owner of the soil defaults
in payments owed on the leased premises, then Lessee may redeem the rights of the owner of the soil in the leased premises by paying any morigage,
taxes or other liens on the leased premises. If Lessee makes payments on behalf of the owner of the soil under this paragraph, Lessee may recover lhe
cost of these payments from the rental and royalties due the owner of the soil.

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soil owns less than the entire undivided surface estate in the above
described land, whether or not Lessee’s interest is specified herein, then the royalties and rental herein provided to be paid to the owner of the soil shall
be paid to him in the proportion which his interest bears to the entire undivided surface estate and the royalties and rental herein provided to be paid to
the Commissioner of the General Land Office of the State of Texas shall be likewise proportionately reduced. However, before Lessee adjusts the
royaity or rental due to the Commissioner of the General Land Office, Lessee or his authorized representative must submit to the Commissioner of the
General Land Office a written statement which explains the discrepancy between the interest purportedly leased under this lease and the actual interest
owned by the owner of the soil. The Commissioner of the General Land Office shall be paid the value of the whole production allocable to any undivided
interest not covered by a lease, less the proportionate development and production cost allocable to such undivided interest. However, in no event shall
the Commissioner of the General Land Office receive as a royalty on the gross production allocable to the undivided interest not leased an amount less
than the value of one-sixteenth (1/16) of such gross production.

(B) REDUCTION OF PAYMENTS. If, during the primary term, a portion of the land covered by this lease is included within the boundarnes
of a pooled unit that has been approved by the School Land Board and the owner of the soil in accordance with Natural Resources Code Sections
52,151-52.154, or if, at any time after the expiration of the primary term or the extended term, this lease covers a lesser number of acres than the total
amount described herein, payments that are made on a per acre basis hereunder shall be reduced according to the number of acres pooled, released,
surrendered, or otherwise severed, so thal payments determined on a per acre basis under the terms of this lease during the primary term shall be
calculated based upon the number of acres outside the boundaries of a pooled unit, or, if after the expiration of the primary term, the number of acres
actually retained and covered by this lease.

21. USE OF WATER. Lessee shall have the right to use water produced on said land necessary for operations under this lease except waler
from wells or tanks of the owner of the soil; provided, however, Lessee shall not use potable water or water suitable for livestock or irrigation purposes
for waterflood operations without the prior consent of the owner of the soil.

22. AUTHORIZED DAMAGES. Lessee shall pay the owner of the soil for damages caused by its operations to all personal property.
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 depth.

24. WELL LOCATION LIMIT. No well shall be drilled nearer than two hundred (200) feet to any house or bam now on said premises without
the written consent of the owner of the soil.
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25, POLLUTION. In developing this area, Lessee shall use the highest degree of care and all proper safeguards to prevent pollution, Without
limiting the foregoing, poliution of coastal wetlands, natural waterways, rivers and impounded water shall be prevented by the use of containment
facilities sufficient to prevent spillage, seepage or ground water contamination. In the event of pollution, Lessee shall use all means at its disposal to
recapture all escaped hydrocarbons or other pollutant and shall be responsible for all damage to public and private properties. 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. Lessee shall, while conducting operations on the leased premi keep said premises free of all rubbish, cans, bottles, paper cups or garbage,
and upon completion of operations shall restore the surface of the land to as near its original condition and contours as is practicable. Tanks and
equipment will be kept painted and presentable.

sesw i
* 26. REMOVAL OF EQUIPMENT. Subject to limitations in this paragraph. Lessee shall have the right to remove machinery and fixtures placed
by Lessee on the leased premises, including the right to draw and remove casing, within one hundred twenty (120) days after the expiration or the
termination 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 capable of producing oil and gas in paying quantities. Additionally, Lessee may nol draw and remove casing until after thirty (30) days written
nolice to the Commissioner of the General Land Office and to the owner of the soil. The owner of the soil shall become the owner of any machinery,
e fixtures, or casing which are not timely 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 rights and estates of either
party to this lease may be assigned, in whole or in part, and the provisions of this lease shall extend to and be binding upon their heirs, devisees, legal
representatives, 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 rights, privileges and estates 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 owner of the soil (or his heirs, devisees, legal representatives or assigns) furnishes the Lessee with salisfactory written evidence of the change

sees in ownership, Including the original recorded muniments of title (or a certified copy of such original) 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 subsequent
obligations under this lease. If this lease is assigned in its entirety as to only part of the acreage, the right and option to 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 1o 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 tendered. however, if the assignor or assignee does not file a certified
copy of such assignment in the General Land Office before the next rental paying date, the entire lease shall terminate for failure to pay the entire rental
due under Paragraph 3. Every assignee shall succeed 1o all rights and be subject to all obligations, liabilities, and penalties owed to the State by the
original 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 soll acquires this lease in whole or in
part 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
the agency power of the owner may be forfeited by the Commissioner. An assignment will be as if it were made 1o the owner of the soil if the
assignee is:

(1) a nominee of the owner of the soil;

(2) a corporation or subsidiary in which the owner of the soil is a principal stockholder or is an employee of such a corporation or subsidiary;

(3) a partnership in which the owner of the soil is a partner or is an employee of such a partnership;

- (4) a principal stockholder or employee of the corporation which is the owner of the soil;

(5) a partner or employee in a partnership which is the owner of the soil;

(6) a fiduciary for the owner of the soil; including but not limited to a guardian, trustee, executor, administrator, receiver, or conservator for the

owner of the soil; or

(7) a tamily member of the owner of the soil or related to the owner of the soil by marriage, blood, or adoption.

28. RELEASES. Under the conditions contained in this paragraph and Paragraph 29, Lessee may al any time execute and deliver to the
owner of the soil and place of record a release or releases covering any portion or portions of the leased premises, and thereby surrender this lease as
10 such portion or portions, and be relieved of all subsequent obligations as to acreage surrendered. If any part of this lease is properly surrendered, the
delay rental due under this lease shall be reduced by the proportion that the surrendered acreage bears to the acreage which was covered by this lease
immediately prior to such surrender; however, such release will nol relieve Lessee of any liabilities which may have accrued under this lease prior to the
surrender 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
recorded in the county where the land is situated, and the recorded instrument. or a copy of the recorded instrument certified by the County Clerk of the
county in which the instrument is recorded, must be filed in the General Land Office within S0 days of the last execution date accompanied by the
prescribed filing fee. If any such assignment is not so filed, the rights acquired under this lease shall be subject to forfeiture at the option of the
Commissioner of the General Land Office.

30. DISCLOSURE CLAUSE. All provisions pertaining to the lease of the above-described land have been included in this instrument,
including the statement of the true consideration to be paid for the execution of this lease and the rights and duties of the parties. Any collateral
agreements conceming the development of oil and gas from the leased premises which are not contained in this lease render this lease invalid.

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. When the interests of the owner of the soil conflict with those of the State, the owner of the soil is obligated to put the State’s

interests before his personal interests.

32. FORFEITURE, If Lessee shall fail or refuse to make the payment of any sum within thirty days after it becomes due, or if Lessee or an
authorized agent should knowingly make any false return or false report conceming production or drilling, or if Lessee shall fail or refuse to drill any
offset well or wells in good faith as required by law and the rules and regulations adopted by the Commissioner of the General Land Office, or if Lessee
should fail to file reports in the manner required by law or fail to comply with rules and regulations promulgated by the General Land Office, the School
Land Board, or the Railroad Commission, or if Lessee should refuse the proper authority access to the records pertaining to operations, or if Lessee or
an authorized agent should knowingly fail or refuse to give correct information to the proper authority. or knowingly fail or refuse to fumish 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
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Cominissioner, and he shall forfeit same when sufficiently informed of the facts which authorize a forfeiture, and when forfeited the area shall again be
subject 10 lease under the lerms of the Relinquishment Act. However, nothing herein shall be construed as waiving the automatic termination of this
lease by operation of law or by reason of any special limitation arising hereunder. Forfeitures may be set aside and this lease and all rights thereunder
reinstated before the rights of another intervene upon salisfaclory 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.

33. LIEN. In accordance with Texas Natural Resources Code 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 [ease, Lessee grants the Stale, in addition to the lien provided by Texas Natural Resources Code 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
Lassee 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

d used in tion with the production or processing of such leased minerals in order to secure the payment of all royalties or other
amuunls due or to become due under this lease and to secure payment of any damages or loss thal Lessor may suffer by reason of Lessee's breach of
any covenant or condition of this lease, whether express or implied. This lien and security interest may be foreclosed with or without court proceedings in
the manner provided in the Title 1, Chap. 9 of the Texas Business and Commerce Code. Lessee agrees that the Commissioner may require Lessee lo
execule 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 relaling lo Lessee's activities upon the above-described property or from Lessee’s acquisition of this lease.
Should the Commissioner al any time determine that this representation is not true, then the Commissioner may declare this lease forfeited as provided
herein.

34. POOLING. Lessee is hereby granted the right to pool or unitize the royalty interest of the owner of the soil under this lease with any other
leasehold or mineral interest for the exploration, development and production of oil or gas or either of them upon the same terms as shall be approved
by the School Land Board and the Commissioner of the General Land Office for the pooling or unilizing of the interest of the State under this lease
pursuant to Texas Natural Resources Code 52.151-52.154. The owner of the soil agrees thal the inclusion of this provision in this lease satsfies the
execution requirements stated in Texas Natural Resources Code 52.152

35, INDEMNITY. Lessee hereby releases and discharges the State of Texas and the owner of the soil, their officers, employees, partners,
agenls, conlractors, subcontractors, guests, invitees, and their respective successors and assigns. of and from all and any actions and causes of action
of every nature, or other harm, including environmental ham, for which recovery of damages is sought, including, but not limited to, all losses and
expenses which are caused by the activities of Lessee, its officers, employees, and agents arising out of, incidental to, or resulting from, the operations
of or for Lessee on the leased premises hereunder, or that may arise oul of or be occasioned by Lessee’s breach of any of the terms or provisions of this
Agreement, or by any other negligent or strictly liable act or omission of Lessee. Further, Lessee hereby agrees 1o be liable for, exonerate, indemnify,
defend and hold harmless the Stale of Texas and the owner of the soil, their officers, employees and agents, their successors or assigns, against any
and all claims, liabilities, losses, damages, actions, personal injury (including death), costs and expenses, or other harm for which recovery of damages
is sought, under any theory including tort, contract, or strict liability, including atloreys’ fees and other legal expenses, including those related to
environmental hazards, on the leased premises or in any way related to Lessee's failure to comply with any and all environmental laws; those arising
from or in any way related lo Lessee’s operations or any other of Lessee's activilies on the leased premises; those arising from Lessee's use of the
surface of the leased premises; and those that may anse out of or be occasioned by Lessee’s breach of any of the terms or provisions of this Agreement
or any other act or omission of Lessee, ils directors, officers, employees, partners, agents, contractors, subcontractors, guests, invitees, and their
respeclive successors and assigns. Each assignee of this Agreement, or an interesl therein, agrees to be liable for, exonerate, indemnify, defend and
hold harmless the State of Texas and the owner of the soil, their officers, employees, and agents in the same manner provided above in connection with
the activities of Lessee, its officers, employees, and agents as described above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF
THE INDEMNITY OBLIGATIONS AND\OR 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 highest degree of care and all reasonable safeguards to prevent contamination or
pollution of any environmental medium, including soil, surface waters, groundwater, sediments, and surface or subsurface strata, ambient air or any
other environmental medium in, on, or under, the leased premises, by any waste, pollutant, or contaminant. Lessee shall not bring or permit to remain on
the leased premises any asbestos containing materials, explosives, toxic materials, or substances regulated as hazardous wasles, hazardous materials.
hazardous substances (as the term “Hazardous Substance" is defined in the Comprehensive Environmental Response, Compensation and Liability Act
(CERCLA), 42 U.S.C. Sections 9601, el seq.). or loxic substances under any federal, state, or local law or regulation (“Hazardous Malerials®), except
ordinary products commonly used in connection with oil and gas exploration and development operations and stored in the usual manner and quantities
LESSEE'S VIOLATION OF THE FOREGOING 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 52.190, commanly
known as the Relinquishment Act, and other applicable statules and amendments thereto, and if any provision in this lease does not conform to these
statutes, the statutes will prevail over any nonconforming lease provisions.
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38. 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. Once the filing requirements found in Paragraph 39 of this lease have been satisfied, the effective date
of this lease shall be the date found on Page 1.

39. LEASE FILING. Pursuant to Chapter 9 of the Texas Busmass and Commerce Code, this lease must be filed of record in the office of the
County Clerk in any county in which all or any part of the | d pi is located, and certified copies thereof must be filed in the General Land
Office. This lease is not effective until a certified copy of this lease (whlch is made and certified by the County Clerk from his records) is filed in the
General Land Office in accordance with Texas Natural Resources Code 52.183. Additionally, this lease shall not be binding upon the State unless it

. recites the actual and true consideration paid or promised for execution of this lease. The bonus due the State and the prescribed filing fee shall
sess l accompany such certified copy to the General Land Office.
.
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STATE OF (CORPORATION ACKNOWLEDGMENT)

COUNTY OF

BEFORE ME, the undersigned authority, on this day personally appeared __/ { (/%] 1]
known g me 10 be the person whose ing | _ \.m
f ’ and ackmunedgad to me that he

executed the same fof the purposes and consideration therein expfessed in the capacxty stated, and as the act and deed of said corporation.

Givenmdsfmyhandandsealololﬁoaﬁusha@ﬂﬂdayoicm%’*. 2011

N\ 5

DEBBIE CAROL Wi ’ : (3
MY COMMISS
October é?Nagﬂ’iREs Notary Public in and for F j oy D
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 instruments as
of and acknowledged to me that he
executed the same for the purposes and consideration therein expressed, in the capacity staled, 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

sTaTEOF __TEXAS (INDIVIDUAL ACKNOWLEDGMENT)
county oF _J EFFERSoN

3 3 / s y— -
BEFORE ME. the undersigned authority, on this day personally appeared Lilf Ulam, £. rowgt

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 ‘;rﬁ(—) dayof_\élﬁﬂ“ﬂﬁ;__. 20_f1) .

. b
JOYCE MARIE GONSOULIN !
% Notary Public, State of Texas 3
My Commission Expires Notary Public in and for Vs /‘i’-f ]
Januory 19, 2013

STATE OF (INDIVIDUAL ACKNOWLEDGMENT)
COUNTY OF

BEFORE ME, the undersigned authority, on this day p Ily appeared

known to me 10 be the persons whose names are subscribed to the foregoing instrument, and acknowiedged lo 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




EXHIBIT “A”

Attached to and made a part of that certain Oil and Gas Lease dated January 5, 2011, by and
between the State of Texas, acting by and through its agent William E. Fouts, as Lessor and
Energen Resources Corp., as Lessee.

In the event of conflict or inconsistency between the printed terms of this lease and these added
terms of this lease, the added terms shall control and be deemed to supersede the printed terms of
the lease.

1. Delay Rentals. At the end of the first anniversary date of this lease, Lessee shall have the
option to maintain this lease for an additional two (2) years by delivering delay rentals for the
second year in the amount of $5,411.10. One half (1/2) of the second year delay rental will be
paid to the Lessor and one half (1/2) will be paid to the State of Texas. Delay rental for the third
year are included in the second year delay rental and if the second year is paid then no additional
delay rentals are due under this lease.

2. Marketing/Other Costs. ** Lessors' royalty on oil, gas and associated liquid or liquefiable
hydrocarbons shall never bear, either directly or indirectly, any costs or expenses to treat, store,
gather, separate, dehydrate, compress, pipe, transport or truck the same or any other cost or
expenses whatsoever, except any severance, excise, windfall or, other like and similar tax
imposed thereon. To the extent that this lease is deemed to be a "market value at the well" form
of lease, and the price on which Lessee pays royalties reflects any deductions for post-production
costs and expenses, Lessee covenants and agrees in addition to royalties paid on a "market value
at the well" basis, to pay Lessor an additional sum equal to the royalty share reserved in this
lease of all such post-production costs and expenses, including costs of production, gathering,
storing, separating, treating, dehydrating, compressing, processing, marketing, transporting and
otherwise making the oil, gas and other products produced hereunder ready for sale or use.”

3. Royalty Payments Due. “All royalties that may become due hereunder shall commence to
be paid on each well within ninety (90) days after the first day of the month following the month
during which any well is completed and commences production. Thereafter all royalties on oil
shall be paid to Lessor on or before the last day of the month following the month of production.
and all royalties on gas shall be paid to Lessor on or before the last day of the second month
following the month of production. Royalties not paid when due shall bear interest payable to
Lessor, their heirs or assigns, at the rate of 2% above the prime rate as quoted by Chase Bank,
New York City, New York or its successors, commencing at the rate as quoted on the date such
payment was due, and fluctuating thereafter as such rate fluctuates. Interest charges shall
commence on the date payment is due and shall continue until payment is made in full. In no
event shall the interest rate be greater than the maximum allowed by law. If royalty is not paid by
such due date, Lessor may give Lessee written notice (by certified mail, return receipt requested
to the addresses specified in this lease) of nonpayment of rovalty, and if Lessors' royalty is not
paid on or before expiration of 30 days from Lessee's receipt of such notice. However, if there is
a bona fide dispute or a good faith question, based on an attorney's written title opinion of
royalty entitlement, Lessee may pay Lessors' royalty to a trustee to be invested in interest-
bearing accounts pending resolution of the entitlement issue. with the interest to belong to the
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rightful royalty owner.” The contents contained herein paragraph number 3. shall apply only to
the owner of the surface and under no circumstance affect the Sate of Texas.

4. Oil and Gas Only. “It is further agreed and understood that this lease covers oil and gas
only (including, with all oil and gas, all constituent elements thereof and all other liquid or
liquefiable hydrocarbons and products of every kind and character derived therefrom and
produced therewith), and all minerals other than oil and gas are excepted here-from and reserved
to Lessor, including, but not limited to, coal, lignite and uranium.”

5. Pooling:

All pooling terms and provisions hereafter described are subject to approval by the School Land
board.

Oil: Without Lessor’s prior written consent, which shall not be unreasonably withheld, Lessee
may not pool any of the above described land for an oil well, unless Lessee includes at least one
half of the leased premises within the pooled unit; however, pooling for oil shall be allowed if
pooling is to include lands in the SE/2 of Section 36, Block 2, H&GN RR. Co. Survey, Reeves
County, Texas. Under no circumstance shall pooling for oil exceed 320 acres. And under no
circumstances will less than one half of the leased premises be included in any pooled unit.
Gas: In the event Lessee elects to pool or unitize the above described land with other land or
leases for the production of gas and related hydrocarbons from a vertical well, then any gas unit
or units so formed may not exceed 180 acres. In the event Lessee elects to pool or unitize the
above described land with other land or leases for the production of gas and related hydrocarbons
from a horizontal well, then any gas unit or units so formed may not exceed 320 acres.

6. Restrictions on Gas Pooling:

All pooling terms and provisions hereafter described are subject to approval by the School Land
board.

When The Unit Well Is On Other Lands:

Notwithstanding anything herein contained to the contrary, unless otherwise agreed to in writing
by Lessor, in the event a portion or portions of the leased premises are pooled or unitized with
other lands or leases so as to form a gas pooled unit or units and the unit well is not situated on
the leased premises, then in such event, not less than one-half of any such gas pooled unit shall
be comprised of the leased premises; provided, however, should an insufficient amount of the
leased premises be available to fulfill this requirement, then in such event, all of the then
remaining acreage out of the leased premises not previously allocated to a well or wells shall be
included in said gas pooled unit or units. Lessor's consent herein shall not be unreasonably
withheld.

When The Unit Well Is On The Leased Premises:

Furthermore, unless otherwise agreed to in writing, in the event a portion or portions of the
leased premises are pooled or unitized with other lands or leases so as to form a gas pooled unit
or units and the unit well is situated on the leased premises, then in such event, Lessee shall
include all of the herein leased premises or all of the then remaining available acreage out of the
leased premises not previously allocated to a well or wells, whichever the case may be, into said
gas pooled unit or unit. Lessor's consent herein shall not be unreasonably withheld.

7. Depth Clause. “Notwithstanding anything to the contrary contained herein one (1) year after
the expiration of the primary term or after all continuous development operations have ceased,
after the primary term, whichever is the later, shall release all depths 100 feet below the deepest
producing strata in the well or wells located within the individual Retained Tract.”
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8. Indemnity. “Lessee assumes all risk and liability of any kind and nature incident to,
occasioned by or resulting in any manner from Lessee’s operations hereunder, except that
occasioned by Lessor’s own gross negligence. Lessee agrees to keep said land duly and fully
protected against liens of every character arising in connection with, or resulting from, said
operations, and agrees to indemnify and hold Lessor, and its respective representatives,
successors and assigns, harmless from and against any and all liens, demands, costs, expenses,
attorney’s fees, penalties, fines, remedial costs, restorations costs, judgments, suits and claims of
any kind for damages occasioned by, or on account of, Lessee’s (including Lessee’s servants,
agents, invitees, employees or independent contractors) operations, and against all claims for
property damage, personal injury or death sustained by any person or persons whomsoever,
natural or corporate, in connection with, or resulting from Lessee’s operation hereunder, and
whether or not involving active or passive negligence on the part of Lessee or its agents,
contractors or employees.

This lease, and all of the rights of Lessee hereunder, is made subject to all federal, state and local
laws, rules, orders and regulations pertaining in any way to protection of air, water, earth,
environmentally sensitive or threatened plant or animal life or any other part of the ecological
system. Lessee at its cost shall comply with all such laws, rules, and regulations (herein called
the “Environmental Laws”). Lessee shall defend, indemnify and hold Lessor harmless from any
and all liability, losses, claims notices, suits, damages, remedial work and causes arising from or
connected with (i) any failure to comply with any Environmental Law, and/or (ii) the physical
condition of the Leased Premises, to the extent such condition is caused, in whole or in part, due
to the actions or inactions of the Lessee, its employees, representatives, agents or assigns. The
amounts covered by Lessee’s indemnification of Lessor contained in the Preceding sentence
shall include attorneys’ fees and court costs. AND THE INDEMNIFICATION SHALL APPLY
REGARDLESS OF WHETHER LESSEE WAS NEGLIGENT, IN WHOLE OR IN PART.

It is further specifically provided that in the event it becomes necessary for Lessor to employ an
attorney or attorneys to enforce any of Lessee’s obligations hereunder and Lessor is successful in
any court action to enforce the same, Lessee agrees to pay all reasonable attorney’s fees and
court costs incurred by Lessor in connection herewith.

9. Production In-Kind. “Lessor may, at his option and sole risk, cost and expense, 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 the Lessor under this Lease be made in kind. Except during such
periods as Lessor may be receiving the same in kind, Lessee shall always be obligated to market
Lessor's royalty oil ratably with its own oil and at the same price, and Lessee shall also always be
obligated to reasonably market gas produced from the Leased Premises and to prevent the
drainage of gas therefrom. Without the prior written consent of Lessor, Lessee may not pay any
royalty in kind. Lessee may not enter into any hedging transactions or forward sales agreements
with a term greater than one year.”

10. Information. “Upon written request, lessee shall provide lessor with copies of any title
opinions, abstracts, or landman’s runsheets that are obtained by lessee. Lessee shall inform
lessor, in writing, of any litigation or liens that will affect the lease.”

11. Shut In Royalty Limitation. “Notwithstanding anything to the contrary herein, it is
understood and agreed that this lease may not be maintained in force for any one continuous
period of time longer than two (2) consecutive years after the expiration of the primary term
hereof solely by the provisions of the shut-in royalty clause.”

B e L e —
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RAILROAD COMMISSION OF TEXAS
OIL & GAS DIVISION

PERMIT TO DRILL. DEEPEN, PLUG BACK, OR RE-ENTER ON A REGULAR OR ADMINISTRATIVE EXCEPTION LOCATION

PERMIT NUMBER DATE PERMIT ISSUED OR AMENDED DISTRICT
769719 Sep 16, 2013 * 08
API NUMBER FORM W-1 RECEIVED COUNTY
42-389-33933 Sep 10, 2013 REEVES
TYPE OF OPERATION WELLBORE PROFILE(S) ACRES
NEW DRILL Horizontal 318.3

BN 452002 This permit and an??]l—gfxglic assigned may be

ENERGEN RESOURCES CORPORATION rc\:nkcd if payment for fee(s) sui)millcd to the

Commission is not honored.
District Office Telephone No:

(432) 684-5581

LEASE NAME WELL NUMBER
LANGLEY 2-36 1H
LOCATION TOTAL DEPTH
20.9 miles NW direction from PECOS 12300

Section, Block and/or Survey

SECTION ¢ 36 BLOCK <€ 2 ABSTRACT < 5793

survey € H&GN RR CO/BATES, MRS WD
DISTANCE TO SURVEY LINES DISTANCE TO NEAREST LEASE LINE

2130 ft. NW 250 ft. SW 200 ft.
DISTANCE TO LEASE LINES DISTANCE TO NEAREST WELL ON LEASE
2130 ft. NW 250 ft. SW See FIELD(s) Below

FIELD(s) and LIMITATIONS:
* SEE FIELD DISTRICT FOR REPORTING PURPOSES *

FIELD NAME ACRES DEPTH WELL # DIST
LEASE NAME NEAREST LEASE NEAREST WE
PHANTOM (WOLFCAMP) 318.30 12,200 1H 08
LANGLEY 2-36 200 0

RESTRICTIONS: Lateral: TH1
Penetration Point Location

Lease Lines: 499.0 FNE L
850.0 F SW L

Terminus Location
Lease Lines: 496.0 F NE L
200.0 F NE L
Survey Lines: 2130.0 F NW L
200.0 F NE L

THE FOLLOWING RESTRICTIONS APPLY TO ALL FIELDS
This well shall be completed and produced in compliance with applicable special field or statewide spacing and density rules. If this
well is to be used for brine mining, underground storage of liquid hydrocarbons in salt formations, or underground storage of gas in
salt formations, a permit for that specific purpose must be obtained from Environmental Services prior to construction, including
drilling, of the well in accordance with Statewide Rules 81, 95, and 97.
Currently there are no identified formations listed for this county. It is still the operators responsibility to isolate and report any
potential flow zones that are encountered in the completion of this well.

Data Validation Time Stamp:  May 19, 2014 7:13 AM( Current Version ) Page 3 of 3




API No 42-389-33933 RAILROAD COMMISSION OF TEXAS FORM W-1 o72004
Drilling Permut # OIL & GAS DIVISION
” 769719 Permit Status: Approved
o — - APPLICATION FOR PERMIT TO DRILL, RECOMPLETE, OR RE-ENTER
SWR Exception Case/Docket No Gy = ) ) i
This facsimile W-1 was generated electromically from data submitted to the RR(
A certification of the awtomated data is available in the RRC's Austin office
1. RRC Operator No 2. Operator's Name (as shown on form P-5, Organization Report) 3. Operator Address (include street, city, state, zip)
252002 ENERGEN RESOURCES CORPORATION
4. Lease Name 5. Well No
LANGLEY 2-36 1H
GENERAL INFORMATION
6. Purpose of filing (mark ALL appropriate boxes) X New Drill O Recompletion O Reclass O] Field Transfer [ Re-Enter
D Amended D Amended as Dnlled (BHL) (Also File Form W-1D)
7. Wellbore Profile (mark ALL appropniate boxes) D Vertical E Hornizontal (Also File Form W-1H) D Directional (Also File Form W-1D) D Sidetrack
8 Total Depth 9. Do you have the right to develop the B .. = R e 2 s e . 3 SR Rl S s
12300 miiérals under any righioEway ? Yes No 10 Is this well subject to Statewide Rule 36 (hydrogen sulfide area) D Yes b—d No
SURFACE LOCATION AND ACREAGE INFORMATION
11. RRC Distnict No 12. County 5
08 - REEVES 13. Surface Location (X rand ] Bay/Estuary [0 Inland Waterway (1 ofshore
14, This well 15 to be located 20.9 miles in a NW direction from PECOS which 1s the nearest town in the county of the well site
15. Section 16 Block 17. Survey 18. Abstract No 19. Distance to nearest lease line. | 20, Number of contiguous acres in
36 2 H&GN RR CO/BATES, MRS W D A-5793 200 ft. | lease, pooled unit, or umtized tract 318.3
21 Lease Perpendiculars: 2130 fi from the NW line and 250 fi from the SW line
22, Survey Perpendiculars 2130 ft from the NW line and 250 ft from the SW line
23, Is this a pooled unit? ] Yes X] No 24 Unitization Docket No 25 Are you applying for Substandard Acreage Field? D Yes (attach Form W-1A) E No
FIELD INFORMATION Listall fields of anticipated completion including Wildcat. List one zone per line.
26. RRC |27 Field No 28 Field Name (exactly as shown in RRC records) 29 Well Type 30. Completion Depth 31. Distance to Nearest 32 Number of Wells on
District No Well in this Reservorr this lease in this
Reservoir
08 71052900 PHANTOM (WOLFCAMP) Qil or Gas Well 12200 0.00 1
BOTTOMHOLE LOCATION INFORMATION is required for DIRECTIONAL, HORIZONTAL, AND AMENDED AS DRILLED PERMIT APPLICATIONS (see W-1H attachment)
Remarks Certificate:

[FILER Sep 10, 2013 8:40 AM]: HAVE A WONDERFUL DAY!

best of my knowledge

1 certify that information stated in this application 1s true and complete, to the

Jenifer Sorley, Regulatory Analyst Sep 10, 2013
Name of filer Date submitted
: 432)8181732 midlandrrc@energen.com
RRC Use Only Data Validation Time Stamp May 19, 2014 7:14 AM( Current Version ) ]sh((,m. ) E-mail Address (( Jl"l'l(@)N/\l ) g

Page 1 of 2




07/2004

e RAILROAD COMMISSION OF TEXAS Form W-1H
Da 1 4 e

et St PP OIL & GAS DIVISION Supplemental Horizontal Well Information
The RRC has not approved this application. P

Duplication or distribution of information is APPLICATION FOR PERMIT TO DRILL, RECOMPLETE, OR RE-ENTER Permir # 769719

at the user's own risk This facsimile W-1 was generated electronically from data submitted to the RRC
A cernfication of the automated data is available in the RRC's Austin office Approved Date: Sep 16, 2013
1. RRC Operator No. | 2 Operator's Name (exactly as shown on form P-5, Organization Report) 3. Lease Name 4. Well No
252002 ENERGEN RESOURCES CORPORATION LANGLEY 2-36 H

Lateral Drainhole Location Information

PHANTOM (WOLFCAMP) (Field # 71052900, RRC District 08)

Page 2 of 2

5. Field as shown on Form W-1
6. Section 7 Block 8 Survey 9. Abstract 10. County of BHL
36 2 H&GN RR CO/BATES, MRS WD 5793 REEVES
11 Terminus Lease Line Perpendiculars
496 ft. from the NE line. and 200 ft. from the NE line
12. Terminus Survey Line Perpendiculars
2130 ft. from the NW line. and 200 ft. from the NE line
13. Penetration Point Lease Line Perpendiculars
499 ft. from the NE line. and 850 ft. from the SW line




File No. ME//2/8%
_Haﬁ bll-é P Ferm:?

Date Filed: 259/ 214

Jerry E. Patterson. Commissioner

By 20/




TEXAS GENERAL LAND OFFICE
GEORGE P. BUSH, COMMISSIONER

July 9, 2018 SENT VIA E-MAIL

Energen Resources Corporation
3510 N. A Street, Building A&B
Midland, Texas 79705-5427
Attention: Cristy Vice

RE: ILease Compliance Review of selected lease MF111873, MF112184. & MF116985. operated by
Energen Resources Corporation

Dear Ms. Vice:

The Texas General Land Office (GLO) thanks you for your cooperation with the Lease Compliance Review
Program (LCRP). As a part of the field audit program, the LCRP is designed to help ensure accurate and
proper reporting of oil and gas production and royalty revenues to the State of Texas in accordance with
the regulations set forth in Section 52.135 of the Texas Natural Resources Code.

The Lease Compliance Review is limited in scope and will not be considered a full audit. The summary of
this review is as follow:

Detailed testing summary

1. Result of Gas sales volume & value testing
Based on our review, be advised that the disposition volume of the gas should be reported as
Residue Gas Sales where you have reported it as Transmission Line (Non- Processed Gas Sales).
Based on Energy Transfer and Vanquero Midstream Plant Settlement Statements, it was determined
Energen did not report and pay royalties on NGL’s. The undervalued liquids have been referred to
our Mineral Review division to conduct further testing.

!\)

Result of Oil sales volume & value testing

We found no material differences in volumes during our review of documentation provided for this
LCRP. However, the gross value was undervalued and will be referred to our Minerals Review
division to conduct further testing.

If you have any question concerning this report, please contact Sharon Stevens at
sharon.stevens@glo.texas.gov or 713.598.1508, for any questions regarding our Lease Compliance Review
of the selected lease(s) above.

Sincerely,

e $ _

J. Dadle Sump, CPA

Director of Minerals Audit

Texas General Land Office

(512) 463-2921 / dale.sump@glo.texas.gov
LL #0240

1700 North Congress Avenue, Austin, Texas 78701-1495
P.O. Box 12873, Austin, Texas 78711-2873
512-463-5001 glo.texas.gov
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Compliance Checklist

Please use the checklist below as a general guideline to remain in compliance with the Texas
General Land Office.

O

OoaQ

All historical 3" party source documents (purchase statements, remittance statements,
contracts, etc.) are preserved according to company policy in case of an audit

All GLO1, GLO2, and GLO3 reports are filed monthly through the Royalty Reporting and
Control (RRAC) system and match volumes reported to the Railroad Commission
Processed gas disposition volumes are broken down to liquid components on the GLO2
Payments submitted to the GLO match the totals submitted on the GLO reports
Lease/field operations adhere to the provisions outlined in the lease agreement with the
GLO for State royalty-bearing production and sales

Oil and gas production is metered from the wellhead to the custody transfer point,
preferably that meter readings are  also conducted and reported by a 3™ party

If production is commingled, approval from GLO Engineers has been obtained (required)
Allocated production volumes should directly tie to all royalty-bearing metered volumes
on the lease

The contract prices stated in the oil and gas purchase agreements are reported and paid
accordingly

Any variances between contract price and the purchase statement price can be explained
A breakdown of price detail is needed when various fees are associated with the purchase
price

01l sales volumes from the run tickets should match what was reported to the RRC and the
GLO

Calculations for non-metered royalty bearing sales disposition volumes (vented/flared
volumes, on-/off-lease fuel, etc.) can be explained

Well tests are being administered regularly

Gas plant settlement statements with plant fuel usage that exceeds 3.5% can be explained
Lease and field schematics that include all equipment, preferably with meters noted

For inquiries and useful links on the following topics: commingling, GIS web, RRAC, royalty

audit,

royalty review, general information, etc., information can be found at

http://www.glo.texas.gov/energy-business/contacts/oil-gas/index.html.
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