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Depth Above Depth Other
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1/21/2011

3yrs
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RAL REVIEW SHEET

Transaction # 7203 Geolopist: R. Widmayer
Lessor Graves, Louisa and Frank W. Graves, Trustees of the Grav | gasg Date: 3/11/2011 | 3 O
Lessas: Chalfant Properties, Inc. Bross Acres: 960
Net Acres: 88.9
LEASE DESCRIPTION
County PR BaseFilaNo Part Sec. Block Twp Survey Abst#
REEVES - 94108 ER 4 57 02S T&PRYCO 2458
REEVES 4 - ALL 10 57 038 T&PRYCO 2464
TERMS DFFERED TERMS RECOMMENDED
Primary Ternt 5 years | Primary Term 5 years
Bonus/Acre: $500.00 | Bonus/Acrs [ $1500.00 |
Rental/Acre: $1.00 | Rental/Acrs [ $1.00 |
Royalty: [1/4 | Royaity 174 |
COMPARISONS
MF # Lsses Date Term  Bonus/Ac.  Rental/Ac.  Royaity  Distance
MF 106880 [Anadarko Petroleum Corporation | | 6/16/2006| (5 years | | $400.00 | | $1.00 | [1/4 | Last Leass

[Pending | [ Pelvohawk u.'a{m}.eﬁr u-;ﬂ 5 s ‘\Hsoo-oa\[_sf.aa‘l Yy | [1 Mile South |
[ | 1 [ T '
{ | | | [ || ]1 |
| | | [ B ) S N | N |

Comments: |James S. Patterson with 88.90 acres & William E. Patterson with 88.90 acres in this lease. The leases say |
3 years. The letter says 5 years with paid up rentals for years 2 & 3. 4th to pay up 5th at $500.00.
Recommend $1800 fof 4th year rental.

Approved: 7 Y /: 7/:/

Wednesday, April 27, 2011



: quNQUIIS‘I'-IMENI_ACT LEASE APPLICATION

Texas General Land Office Jerry Patterson, Commissioner

TO: Jerry Patterson, Commissioner DATE:  27-Apr-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:  Chalfant Properties, Inc. County: REEVES
Prim. Term: 5 years Bonus/Acre $1,500.00
Royalty: 1/4 Rental/Acre $1.00

Consideration

Recommended: 45— Date: o /ﬂ? /’l

Not Recommended:

Comments: James S. Patterson with 88.90 acres & William E. Patterson with 88.90 acres in this lease. The leases
say 3 years. The letterygays 5 years with paid up rentals for years 2 & 3. 4th to pay up 5th at $500.00.
Recommend § IZﬂﬂvf:nr 4Ath vear rental

ease Form
Recommended:  /Z» Date: S/ot/s
Not Recommended:
Comments:
Louis Renaud. Deputy Commissioner Date: D=~ )

Recommended: L

Not Recommended:

Bill Warnick. General Counsel Date: 9//%';/ /

Recommended: 4 4ﬁ;2

Not Recommended: ﬂ
Larry Laine, C Date: / 7 ) L’

hﬁlerk
Approved: ¢

Not Approved:

Jerry Pattetson, CommigstoRer Date: 5’—\9-»,:&“—
Approved: \69.«‘ t .

Not Approyed: I
/
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.ENERGENRESOURCESCORPORAﬂON

11713327

£95 Richard Arrington BIva North Page 1 of 1
Birmingham, Alabama 35203-2707
Teleghone (205) 326-2710
VENDOR NAME VENDOR NO CHECK DATE CHECK NUMBER AMOUNT
STATE OF TEXAS 21640 Jul-07-2011 380785 $55,830.00
3 VOUCHER VENDOR INV # INV DATE TOTAL PRIOR PMTS NET
AMOUNT & DISCOUNTS AMOUNT
06-AP-17564 070111WW 06/02/11 55,830.00 0.00 55,:830.00

LEASE BONUS
OVERNIGHT TO MIDLAND
TOTAL INVOICES PAID

AETAAL DECADE NEDACITIMA

% \A 55,830.00

Sgend’ Salf Chikdoom Mgt Thwat €)1




ENERéEN RESOURCES CORPORATION

" 805 Richard Arrington Bivd North Page 1 of 1
Birmingham, Alabama 35203-2707 1 1 7 1 !1 3 8 9
Telephone (205) 326-2710
VENDOR NAME VENDOR NO CHECK DATE CHECK NUMBER AMOUNT
STATE OF TEXAS 21640 Jul-26-2011 383108 $12,832.50
r VOUCHER VENDOR INV # INV DATE TOTAL PRIOR PMTS NET
AMOUNT & DISCOUNTS AMOUNT
3 07-AP-12165 072211DD 07/19/11 12 ,832.50 0.00 12,832.50

BONUS
OVERNIGHT TO MIDLAND
TOTAL INVOICES PAID
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. ENERGEN RESOURCES CORPORATION

12700027

%05 Richard Arrington Blvd North Page 1 of 1
Birmingham, Alabama 35203-2707
Telegsone (205) 326-2710
e
VENDOR NAME VENDOR NO CHECK DATE CHECK NUMBER AMOUNT
STATE OF TEXAS 21640 Aug-25-2011 387148 $4,998.75
VOUCHER VENDOR INV # INV DATE TOTAL PRIOR PMTS NET
AMOUNT & DISCOUNTS AMOUNT
08-AP-12792 082211K1 08/16/11 4,998.75 0.00 4,998.75

LEASE BONUS
OVERNIGHT TO MIDLAND
TOTAL INVOICES PAID
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'ENERGEN RESOURCES CORPGRATION

11713328

605 Richard Arrington Blvd North Page 1 of 1
Birmingham, Alabama 35203-2707
~ Telephone (205) 326-2710
VEN‘DOR NAME VENDOR NO. CHECK DATE CHECK NUMBER AMOUNT
. STATE OF TEXAS 21640 Jul-07-2011 380784 $4,998.75
VOUCHER VENDOR INV # INV DATE TOTAL PRIOR PMTS NET
AMOUNT & DISCOUNTS AMOUNT
06-AP-16945 07011100 06/02/11 4,998.75 0.00 4,998.75

LEASE BONUS
OVERNIGHT TO MIDLAND
TOTAL INVOICES PAID

O.%D,q\j‘( - Mangaoud, Shockfuu.‘

\L 4,998.75
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July 12, 2011

State of Texas

Commissioner of the General Land Office
1700 Congress Avenue

Austin TX 78701.1495

Attention: Mr. Drew Reid

Re: E2 of Section 44, Block 57, T2, T&P RR Co. Survey

':'“E Reeves County TX

Self Children’s Management Trust — Agent

.o Dear Drew:

Enclosed please find Energen Resources Corporation’s check #380785, in the amount of
$55,830.00, representing the bonus payment due for the trust’s 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,

Robert (Bob) C. Heller
District Landman

RCH/mm
Enclosures

RECEIVED AND ACCEPTED THIS day of July, 2011.

STATE OF TEXAS

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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WILLIAM A. CHALFANT, CPL oy Ofc: (432) 684-9819
MATTHEW CHALFANT, RL e (8232 1653:26011
E-mail: bill@chalfantproperties.com

matthew@chalfantproperties.com

CHALFANT PROPERTIES, INC.
Oif & Grax Leastng and Proprexties
1502 NORTH BIG SPRING
P.O.BOX 3123
MIDLAND, TEXAS 79702-3123

August 2, 2011

.:O..E
il Mr. Drew Reid
. Texas General Land Office
seee 1700 North Congress Avenue
eece Austin, TX 78701
Re: Block 57, T2S, T&P RR Survey
. Tract 1: Section 44: E/2
Tetest Dear Mr. Reid:

With regard to the above-captioned lands, enclosed please find Energen Resources' check
no. 383108 in the amount of $12,832.50 as bonus consideration covering your interest in
320.00 gross acres, or 17.110 net acres. The surface owners, Henke Petroleum Corp
received an identical amount.

Thank you for your cooperation. Should you have any questions, please do not hesitate to
contact me at the information on the letterhead.

Sincerely,

Madihed) (1 ’\&L{A\d’
Matthew Chalfant

MC/kj
enclosures

AAPL’s FIRST INDEPENDENT LANDMAN OF THE YEAR 1998 - 1999
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July 12, 2011

State of Texas

Commissioner of the General Land Office
1700 Congress Avenue

Austin TX 78701.1495

Attention: Mr. Drew Reid

Re: E2 of Section 44, Block 57, T2, T&P RR Co. Survey

Reeves County TX
Margaret S. Shockley Trust — Agent

Dear Drew:

Enclosed please find Energen Resources Corporation’s check #380784, in the amount of
$4,998.75, representing the bonus payment due for the trust’s 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.

Sincerel

Robert (Bob) C. Heller
District Landman

RCH/mm
Enclosures

RECEIVED AND ACCEPTED THIS day of July, 2011.

THE STATE OF TEXAS

By:

Drew Reid

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



WILLIAM A. CHALFANT, CPL Ofc: (432) 684-9819
MAZTHEW CHALFANT, RL Fax: (432) 682-2601

E-mail: bill@chalfantproperties.com
L ’ matthew@chalfantproperties.com

CHALFANT PROPERTIES, INC.
Ol & Glas Leasing and Properties
1502 NORTH BIG SPRING
P.O.BOX 3123
MIDLAND, TEXAS 79702-3123

August 30, 2011

.:...‘

feees Mr. Drew Reid
Texas General Land Office
1700 North Congress Avenue

. Austin, TX 78701
ool Re: Block 57, T2S, T&P RR Survey
Section 44: E/2

Dear Mr. Reid:

With regard to the above-captioned lands, enclosed please find Energen Resources' check
no. 387148 in the amount of $4,998.75 as bonus consideration covering your interest in
320.00 gross acres, or 6.665 net acres. The surface owners, Heritage Trust Co., Trustee of
the Jo Ann Shaw Barber Trust f/b/o Kenneth Barber, received an identical amount.

Thank you for your cooperation. Should you have any questions, please do not hesitate to
contact me at the information on the letterhead.

Sincerely,

Matthew Chalfant

MC/kj
enclosures

AVe. W -A-Qa}vccd\@& ‘*‘6'\,3 L2,
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AAPL’s FIRST INDEPENDENT LANDMAN OF THE YEAR 1998 - 1999
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ENERGEN RESOURCES CORPORATION

605 Richard Arrington Bivd North Pago 1 of 1
Birmingham, Alabama 35203-2707
Telephone (205) 326-2710 1 1 7 O 7 4 6 4
VENDOR NAME VENDOR NO CHECK DATE CHECK NUMBER AMOUNT
STATE OF TEXAS 21640 Mar-01-2011 366110 $54,401.70
VOUCHER VENDOR INV # INV DATE TOTAL PRIOR PMTS NET
AMOUNT & DISCOUNTS AMOUNT
02-AP-9274 022811A 02/24/11 54,401.70 0.00 54,401.70
BONUS
OVERNIGHT TO MIDLAND - ATTN: KEN GRAY
TOTAL INVOICES PAID \L 54,401.70

|

| ECIEIVIE
50\ MAR 1 § 2011
r\\ [‘ ¢ ﬂ/ i >

| (0O o fe
}\)/&) ( | 3 { l , /)
D

= Copy

DETACH BEFORE DEPOSITING

] i _THIS DOCUMENT CONTAINS SECURITY FEATURES — SEE BACK FOR DETAILS & ]

} ENERGEN RESOURCES CORPORATION Wachovla Bank N
! 805 Richard Arrington Blvd North Birmingham, Alabama . 366110
! Birmingham, Alabama 35203-2707
i Telephone (205) 326-2710
CHECK NO DATE PAY EXACTLY

Exm@ﬁ?54,401d015700t5 368110 Mar-01-2011 554,401.70_

L Rof—
o o STATE OF TEXAS N~

©  OROER COMMISSIONER OF THE GENERAL LAND OFFICE r Z g:/__
§o o 1700 NORTH CONGRESS AVENUE 2
| STEPHEN F AUSTIN BUILDING 7

AUSTIN, TX 78701-1495

"3IEE L RO
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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: E2 of Section 44, Block 57, T2S, T&P RR Co. Survey

Reeves County TX; 106.67 net acres

Mineral Classified Lease
Dear Drew:
Enclosed please find Energen Resources Corporation’s check #366110, in the amount of
$54,401.70, 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.

Sincergly,

Robert (Bob) C. Heller
District Landman

RCH/mm
Enclosures

RECEIVED AND ACCEPTED THIS day of March, 2011.

STATE OF TEXAS

By:

Drew Reid

Energen Resources Corporalion, an Energen Company 3300 North “A” Street Building 4, Suite 100, Midland, Texas 79705  (432) 687-1155
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FILEF 3302

MF 112939 A

General Land Office
Relinguishment Acl Lease Form
Revised. September 1997

OIL AND GAS LEASE

THIS AGREEMENT is made and entered into this 21st day of January. 2011, between the State of Texas, acting by and through its

agent, BRENNAND ENERGY, LTD., of 1330 Post Oak Bivd, Suite 2540, Houston, Texas 77056 B
{Give Permanent Address)

said agent herein referred to as the owner of the soil (whether one or more), and ENERGEN RESOURCES CORPORATION, of
3300 North "A” Street Building 4, Suite 100, Midland, Texas 78705, hereinafter called Lessee.

(Give Permanent Address)

L : ase :

L4

1. GRANTING CLAUSE. For and in consideration of the amounts stated below and of the covenants and agreements to

PR 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, 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

S East one-half (E/2) of Section 44, Block 57, T-2-S, TAP Ry. Co. Survey
: . @ Containing 320 acres, more or less. The bonus consideration paid for this lease is as follows:

. To the State of Texas: Fifty Four Thousand Four Hundred One and 70/100
Dollars ($54,401.70)

-
ssse To the owner of the soil: Fifty Four Thousand Four Hundred One and 70/100
Dollars ($54,401.70)

Total bonus consideration: One Hundred Eight Thousand Eight Hundred Three and 40/100
Dollars ($108,803.40)

The total bonus cor paid rep nts a bonus of One Thousand Twenty Dollars (§1,020) per acre, on 106.67 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 term “produced in paying quaniities” means that the receipts from the sale or other authorized
commercial use of the substance(s) covered exceed out of pockel operational expenses for the six months last past.

3. DELAY RENTALS. [This is a paid-up lease and no delay rentals are payable h der. This provision is
completed solely for the purpose of providing an amount for use in paying minimum royaities (Pangnph 5) and shut-in
royalties (Paragraph 14).] 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 o the owner of the soil or to his credit in the __

N/A Bank, at NIA . 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:
Dollars ( )
To the State of Texas:
Dollars(§ )
Total Rental:
Dollars (§ )
In a like manner and upon like payments or tend iy, the cor nent of a well may be further deferred for successive

periods of one (1) year each during the primary term. All payments or lenders of rental o 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 accepl 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 solil shall deliver to 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 lo pay or cause to be paid one-hall
(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

HOL: 3090265 1
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other equipment, as hereinafter provided, shall be 25% 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 grawvity in
the general area where produced and when run, or 2) the highest market price thereol 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 thal before any gas
produced from the leased premises is sold, used or processed in a plant, it will be run free of cost lo the royaity owners through an
adequate oil and gas separator ol conventional type, or other equipment al leas! as efficent, 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 lerms and conditions as they prescribe.

(B) NON PROCESSED GAS. Royalty on any gas (including flared gas), which 1s defined as all hydrocarbons and
gaseous substances nol defined as oil in subparagraph (A) above, produced from any well on said land (excepl as provided herewn
with respect lo gas processed in a piant for the extraction of gasoline, liquid hydrocarbons or other products) shall be 25% par of
the gross production or the market value thereol, al the option of the owner of the soil or the Commissioner of the General Land
Office. such value lo be based on the highes! 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 grealer, provided that the maximum
pr base inr g 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, corection to be made for pressure according to Boyle's Law, and
for specific gravity according to lests made by the Balance Method or by the mosl approved method of lesting being used by the
industry al the ime of lesting.

(C) PROCESSED GAS. Royalty on any gas processed in a gasoline plant or other plani for the recovery of gasoline or
other liquid hydrocarbons shall be 25% 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 attnbutable 1o gas produced from this lease. and on fifty percent
(50%), or that percenl accruing 10 Lessee, whichever is the greater, of the total plan! production of liqusd hydrocarbons attnbutable
to the gas produced from this lease; provided that if liquid hydrocarbons are recovered from gas processed in a plant in which
Lessee (or ils parent. subsidiary or affilale) owns an interes!. then the percentage applicable 10 liquid hydrocarbons shall be fifty
percent (50%) or the highest percenl acaruing 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 percenlt then being specified in processing agreements or
confracts in the industry), whichever is the grealer. The respective royaities on residue gas and on liquid hydrocarbons shall be
determined by 1) the highest markel 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, hawever, shall the royallies 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 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 25% 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 markel value to be determined as follows: 1) on the basis of the highes!
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 mainlained
by production, the royalties paid under this lease in no event shall be less than an amoun! 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 dunng the preceding year. If Paragraph 3 of this
lease does not specfy a delay rental amount. then for the purposes of this paragraph, the delay rental amount shall be five dollars
($5.00) per acre

6. ROYALTY IN KIND. Notwithstanding any other provision in this lease, al 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 nol less than sixty (60) days notice to the
holder of the lease, require that the paymaenl 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 to take its royaity in kind shall not diminish or negale the
owner of the soil's or the Commissioner of the General Land Office’s nghts or Lessee’s obligatons, 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, gathenng, stonng. separaling, lreating, 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 recaived, including any reimbursements for severance laxes and production related costs.

8. PLANT FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as may represenl this lease’s
proportionate share of any fuel used lo process gas produced hereunder in any processing planl. 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 ol 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 1o a royalty under
this lease.

(3]

HOU 3090265 |
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9. ROYALTY PAYMENTS AND REPORTS. All royalties nol 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 sel forth in the Texas Register. Rules cumrently
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 markel value of the oil and gas, logether with a copy of all documents, records or
reports confirming the gross production, disposition and markel 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 slorage,
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. Il 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 penaity 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 1o 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 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 heren.
Payment of the delinquency penalty shall in no way operale to prohibil the State’s right of forfeiture as provided by law nor act lo
postpone the date on which royalties were originally due. The above penalty provisions shall not apply in cases of title dispute as to
the State's portion of the royalty or to that portion of the royalty in dispute as to fair markel value. All provisions accruing to the
State with regard to time of payment and penailties shall also extend to the owner of the soil.

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually fumish the Commissioner of the
General Land Office with its best possible estimate of oll and gas reserves underlying this lease or allocable 1o this lease and shall
fumnish 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 heid 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 imes be subject to inspection and examination by the Commissioner of the General
Land Office, the Attorney 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 belfore 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 rapons and Mﬂnmmnbesuppﬁad to
the General Land Office at the time they are filed with the Texas Railroad Commi All ions, permits, reports or other
filings that reference this lease or any specific well on the leased premises and thal ato submlttod 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 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 lo those herein expressly provided for. Lessee shall have an
elactrical and/or radioactivity survey made on the bore-hole section, from the base of the surface casing 1o 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 1o the General
Land Office within fifteen (15) days after the making of said survey

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

11. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If. during the primary term hereof and prior
lo discovery and production of oil or gas on said land, Lessee should drill a dry hole or holes thereon, or if during 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 operations thereon.-or-pays of lenders- the-next-annual
delay-rental-in-the-came manner as-provided-in-this-lease. |1, during the last year of the primary term or within sixty (60) days prior
thereto, a dry hole be completed and abar d, 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 operations pursuant to Paragraph 13, using the expiration of the primary term as the date ol 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 hereol, Lessee may resume payment of the annual rental in the same manner as provided herein
on of bafore 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 1o 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
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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 workmaniike manner without interruptions totaling more than sixty (60) days duning any one such operabion, 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 compensalory 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 nol 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 shul-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 tlerminate 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 and to the owner of the soll within thirty (30) days of
any cessation of production.

14. SHUT-IN ROYALTIES. For purposes of this paragraph, “well” means any well thal has been assigned a well number
bymestaleagencyhawwg}msdlcdonovumproducﬁonofuiandgas.Ir.alarwnmeaﬂsmemﬁonolmpﬂmarytmoia
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, bul oil or gas is not being produced for lack of suitable production fadilities or lack of a suitable
markel, then Lessee may pay as a shut-in oil or gas royalty an amount equal lo double the annual rental provided in the lease. but
nol less than $1,200 a year for each well capable of producing oil or gas in paying quantibes. If Paragraph 3 of this lease does not
specify a delay rental amount, then for the purp 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 mus! be paid on or before: (1) the expiration of the primary lerm, (2) B0 days
after the Lessee ceases lo produce oil or gas from the leased premises, or (3) 60 days after Lessee completes a dnlling or
reworking operation in accordance with the lease provisions; whichever date is lalest. 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 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, d no
suitable production facililes or suitable markel for the oil or gas exists, Lessee may exiend the lease for four more successive
penods 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. dunng the period the lease is kept in effect by payment of the shut-in oil or gas
royalty, oil or gas is sold and delivered in paying quantities from a well located within one thousand (1,000) feet of the leased
premises and completed in the same producing reservoir, or in any case in which drainage is occurring, the right lo continue to
maintain the lease by paying the shut-in oil or gas royaity 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 al the royalty rate provided in the lease of the market value of production from the well causing the drainage
or which is compleled in the same producing reservoir and within one thousand (1,000) feel 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
waell causing the drainage or that is completed in the same producing reservoir and localed 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 amoun! equal lo the difference within thirty (30) days from the end of the 12-month period.
Compensalory 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 obligabon of reasonable development nor the obligation to dnil offset wells
as provided in Texas Natural Resources Code 52.173. however, al the delermination 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 develop t of the | d pr
and in marketing the production thereon

(A) VERTICAL. In the event this lease is in force and effect two (2) years after the expiration date of the pnmary or
extended term it shall then terminate as to all of the leased premises, EXCEPT (1) 40 acres surrounding each oil well capable of
producing in paying quantities and 160 acres surrounding each gas well capable of producing in paying quantities (incduding 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 operalions, 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 producton purposes lo a proration unil
for each such producing well under the rules and regulations of the Railroad Commission of Texas, or any successor agency, of
other governmental authority having jurisdiction. If at any time after the effective dale 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 allocaled lo
said well or wells for production purposes, this lease shall thereupon terminate as to all acreage nol thereafter allocated to said well
or wells for production purposes. Notwithstanding the termination of this lease as lo 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 lo this lease for all purposes
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described in Paragraph 1 hereol, 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.

(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 the stratigraphic equivalent of the base of the deepest formation from
which oil and/or gas is then being produced in paying quantities (hereinafter “deeper depths”) in each well localed on acreage
retained in Paragraph 16 (A) above, uniess 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 penod
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 conlaining 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 1o execute and record such release
or releases within ninety (30) days after being requested 1o do so by the General Land Office, then the Commissioner al his sole
discretion may designale by written instrument the acreage and/or depths 1o be released hereunder and record such instrument at
Lessee's expense in the county or counties where the lease is located and in the offidal records of the General Land Office and
such designation shall be binding upon Lessee for all purposes. Lessee also agrees to provide a recorded copy of any release
to the owner of the soil promptly following the recordation thereof.

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 premises shall drill as many weils 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 & d premi In addition, if oil and/or gas should
be produced in commercial quantities within 1,000 feel 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 drilling with
diligence. Failure 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 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 prevenled, 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. Howeves,
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19. WARRANTY CLAUSE. The owner of the soil warrants and agrees lo defend litle o 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 behall 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 enfire 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
eslate 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 er+ental due lo 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 interes! 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 boundaries 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 Sections 52.151-52.154, or if, al 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. surmendered, or otherwise severed, so that
payments determined on a per acre basis under the terms of this lease during the pnmary term shall be calculated based upon the
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number of acres outside the boundanes of a pooled unit, or, if after the expiration of the prmary term. the number of acres actually
retained and covered by this lease.

21. USE OF WATER. Lessee shall have the nght to use waler produced on said land necessary for operations under this
lease excepl water from wells or lanks of the owner of the soil, provided, however, Lessee shall nol use polable waler or waler
suitable for livestock or imigation 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. Additionally, Lessee shall pay one-half (1/2) to the State of
Texas and one-half (1/2) to the owner of the soil the damage amounts stipulated on Exhibit A attached hereto, which
amounts shall be rebuttably presumptive evidence of actual damages. Lessee also agrees to comply with the other
provisions set forth on Exhibit A

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 lo any house or bam now on
said premises without the written consenl of the owner of the soil.

25. POLLUTION. In developing this area, Lessee shall use the highes! degree of care and all proper safeguards lo
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 waler contamination. In the event
of pollubon, Lessee shall use all means al its disposal lo 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 lank batteries so as lo prolect livestock agains! 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 lhe 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 onginal condition and conlours as
is practicable. Tanks and equipment will be kept painted and presentable.

26. REMOVAL OF EQUIPMENT. Subject lo himitations in this paragraph, Lessee shall have the nght to remove
machinery and fixtures placed by Lessee on the leased premises, including the night 1o draw and remove casing, within one hundred
twenty (120) days after the expiration or the temination of this lease uniess 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 quantities.
Additionally, Lessee may nol draw and remove casing until after thirty (30) days writlen notice o 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 lerms of this paragraph.

27. (A) ASSIGNMENTS. Under the conditions contained in this paragraph and Paragraph 29 of this lease. the nghts and
estates of either party o 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 royaities will not enlarge the obligations of Lessee, diminish the nghts, privileges and estales ol 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
s0il (or his heirs, devisees, legal representalives or assigns) furnishes the Lessee with sfactory written of the change in
ownership, including the onginal recorded muniments of tile (or a certified copy of such onginal) when the ownership
because of a conveyance. A tolal or partial assignment of this lease shall, 1o the extent of the inlerest assigned, relieve and
discharge Lessee of all subsequent obligations under this lease  H-ihe loase 46-a66igned ) ie entirely a6 10 0nly-pan ol the acreage.

renlale are-imely panl of tendered, however il e assginn
Paragraph- 3. Every assignee shall succeed 1o all nghts and be subject to all obligations, liabilities, and penalties owed lo the Stale
by the onginal lessee or any prior assignee of the lease, induding any liabilities 1o the Stale for unpaid royaities.

(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 withoul 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 wall
be treated as if it were made to the owner of the sail 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 stockhoider or is an employee of such a
corporation of subsidiary,

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

(4) a pnncipal 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; induding but not limited to a guardian, trustee, tor, adm | receiver, of
conservaltor 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 al any time execule
and deliver to the owner of the soil and place of record a release or releases covering any portion of portions of the leased
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premises, and thereby sumender this lease as 1o such portion or portions, and be relieved of all sub: ' obligations as to
acreage surrendered. If any parl of this lease is properly surrendered, such release will not relieve Lessee of any liabilities which
may have accrued under this lease prior o 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 tion date accompanied by the prescribed filing fee. If any such assignment is not so filed,
the rights acquired under this lease shall be subject lo forfeiture at the option of the Commissioner of the General Land Office. A
copy of any recorded assignment shall also be provided to the owner of the soll promptly following its recordation.

30. DISCLOSURE CLAUSE. All provisions pertaining 1o 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 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 interes! 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 Stale’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 retum or false reporl conceming production or drilling, or if
Lessee shall fail or refuse to drill any offset well or weils 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, of if
Lessee should refuse the proper authority access to the records pertaining to operations, or if Lessee or an authonzed agent should
knowingly fail or refuse to give cormrect information to the proper authority, or knowingly fail or refuse to fumnish 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 assignmenlt is not filed in the General Land Office as required by law, the rights acquired under this lease shall be
subject to forfeiture by the Commissioner, and he shall forfeit same when sufficently informed of the facts which authorize a
brfou\nandM\onMdtodmoamshalagﬂnbasub}adlolsasamdummmsdmmﬂnqumnmud However, nothing
herein shall be construed as waiving the ination 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 paymenl 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 lo 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 p ing of such | d minerals in order lo secure the payment of all
royalties or other amounts due or 1o become due under this lease and to secure payment of any damages or loss that Lessor may
suffer by reason of Lessee’s breach of any covenant or condition of this lease, whether express or implied. This lien and security
interest may be foreclosed with or without court p dings in the provided in the Title 1, Chap. 9 of the Texas Business
and Commerce Code. Lessee agrees that the Commissioner may require Lessee to execute and record such instrumenis as may
be reasonably necessary to acknowledge, attach or perfect this lien. Lessee hereby represents thal there are no prior of supenor
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. Lmhh-ubywmoﬂmomwwumamwhlﬂldmmdmwmserthus
lease with any other | hold or 1 for the 1. development and production of oil or gas or either of them
uponthosame!ermsasshallbaappmvﬁbvﬂ\nSdﬁodLandBoardandmeCommmdemeﬂlundOfﬁmtotme
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, contractors, subcontractors, guests, invilees, 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 harm, for which recovery of
damages is sought, indluding, 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 lo, or resulting from, the operations of or for Lessee on the leased premises
hereunder, or thal may arise out of or be occasioned by Lessee’s breach of any ol 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 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 harm for which recovery of damages is sought, under any theory including tort, contract, or strict liability, including attomeys’
fees and other legal expenses, induding 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 0 Lessee’s operations or

7
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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 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 in the same
manner provided above in connection with the activiies of Lessee, its officers, employees, and agents as described above.
EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF THE INDEMNITY OBLIGATIONS ANDVOR 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 saleguards to prevent
contamination or pollution of any environmental medium, including soil, surface walers, groundwater, sediments, and surface or
subsurface strata, ambient air or any other environmental medium in, on, or under, the leased premises, by any wasle, pollulant, or
contaminant. Lessee shall not bring or permit lo remain on the leased premises any asbeslos conlaining malenals, explosives, toxic
materials. or substances regulated as h dous tes, hazardous malenals, hazardous substances (as the lerm *Hazardous
Substance” is defined in the Comprehensive Environmental Response, Compensation and Liability Act (CERCLA), 42 US.C.
Sections 9601, et seq ), or toxic substances under any federal, state, or local law or regulation ("Hazardous Matenals®), except
ordinary products commonly used in connection with oil and gas exploration and development operations and stored in the usual
manner and quantiies. 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 statutes and amendments thereto, and if any provision in
this lease does not conform 1o these statutes, the statutes will prevail over any nonconforming lease provisions.

38, EXECUTION. This oil and gas lease musl 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 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
musl be filed in the General Land Office. This lease is nol 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 Stale uniless il recites the actual and true consideration paid or promised for
Exec.ug?; of this lease. The bonus due the State and the prescribed filing fee shall accompany such certified copy 1o the General

and ice.

40. CONTINUOUS DEVELOPMENT. Notwithstanding the provisions of paragraphs 16 (A) and 16 (B) above and any
other prowvision in this lease lo the contrary, if at the expiration of the primary lerm, Lessee is then engaged in operations for dnlling
or completion operations on the leased premises or reworking a well in the manner provided in Paragraph 12 above or production of
oil or gas in paying quantities has been oblained on said lease, this lease shall be and continue to remain in full force and effect unti
either (i) one hundred eighty (180) days after the expiration of said pnmary term if production of oil or gas in paying quantities has
been obtained on said lease but no well is being drilled, completed or reworked al the expiration of the primary term; or (ii) one
hundred eighty (180) days from the date the well which is being drilled, completed or reworked al the expiration of the pnmary term

of this lease is completed; and if a well is commenced pnior to the expiration of said additional period of time, for so long thereafter
as Lessee conducts a continuous drilling program on the leased premises with no more than one hundred eighty (180) consecutive
days elapsing between the completion of one well and the commencement of the actual dniling of the next succeeding well. The
term “completed” or “completion,” as used herein shall mean the date thal the drilling g is released from the well being drilled by
Lessee. To constitute “operations for drilling or reworking a well on the leased premises,” drilling and reworking operations mus! be
performed in good faith and with equipment reasonably capable of reaching the total depth of said drilling or reworking operation.
Upon the cessation of any such drilling program, or if no such program has been implemented, this lease shall lerminate as to all the
lands and depths covered hereby in accordance with the provisions of paragraph 16 hereinabove. Within sixty (60) days after such
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termination, Lessee shall furnish a release of all of the lands and depths which have terminated in accordance with paragraphs 28
and 29 above.
LESSEE

oate.___ I/l [l

LESSOR

STATE OF TEXAS

STATE OF TEXAS
COUNTY OF HARRIS

This instrument was acknowledged before me on
of BRENNAND ENERGY, LTD.. a Texas limited partnership, as agent for thé State of Texas.

2011, by Dawson O. George, Manager

’ -
CATHY JEAN BARNUM
Notary Public, State of Texas
My Commission Expires W Hamls ~C fy. Texas
February 14, 2014 Mycom is: AR

STATE OF TEXAS

county or_Midled
This instrument was acknowledged before me on ttﬂ&l’ /‘l 2011, by Kgﬂ[@'i‘# 6“‘3’!

S)',y\fid' }@Z%&. of ENERGEN RESOURCES CORPORATION, aj- /i 1062 corporaton. on benat of
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corporation e Iy,
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EXHIBIT A

SURFACE DAMAGE SCHEDULE

January 21, 2011
Brennand Energy, Ltd.

Lessee as a covenant of this lease, agrees to pay one-half (1/2) to the owner of the

soil and one-half (1/2) to the State of Texas, within thirty (30) days after such operations are
conducted, for the respective types of operations conducted on the Leased Premises, the sums set

forth below:

Type of Operation

1. Well location $10,000.00
2. Pipelines
(a) Upto 4™ ID $16.50 per rod
(b) Greater than 4 ID and less than
12" 1D $25.00 per rod
(c) Larger than 12" 1D To be negotiated
3. Roads
(a) Dit Roads (limited to 20 in
width) $20.00 per rod
(b) Caliche and gravel roads (hmited
to 20 feet) $25.00 per rod
(c) Use of existing roads $16.50 per rod
4. Utility/Telephone Lines $16.50 per rod
5. Tank Battery (regardless of whether
on location) $6,000.00
6. Leaks and spills (per square foot) $0.10

HOU 3090265 1

minimum payment for any leak or spill shall be on basis of 500
square feet whether or not leak or spill covers that much area. All
leaks or spills shall be cleaned up and affected dirt hauled off. If
this amount is not sufficient to compensate surface owner for such
damage, damages will be negotiated.
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7. Seismic lines

(a) 2D $2,000.00 per linear mile (for all
lines laid, including transmission
and receiver lines.

(b) 3D $25.00/acre, or $2,000.00 per linear
mile (for all lines laid, including
transmission and receiver lines,

.:-..i whichever is greater
v:n-E The amounts set forth in the above damage schedule shall increase by 5%, compounded, on each
- anniversary date of this agreement.
L LR
iRl 1. Surface/Subsurface Protection Clauses: As a part of the consideration of this
e ne Lease, Lessee covenants and agrees as follows:
[ L]
L} .
= (a) Prior to commencing any operations under this lease, Lessee shall consult
' ee surface owner and provide information as to the form of operations, the proposed date of
L . . . .
ssse commencement and the location of said operations.

(b) Lessee and all persons entering or leaving said lands in connection with
Lessee’s operations hereunder shall keep all outside and interior gates along the route or
routes designated for such use securely closed except immediately before and
immediately after each such separate use. Lessee agrees that it will promptly repair any
gate, fence or other improvement that may suffer damage or injury by reason of Lessee’s
operations hereunder.

(c) Lessee will maintain approaches, gates, cattle guards and roadways
designated and used in connection with its operations in a good state of repair and will
promptly cause to be repaired and restored any damage thereto occasioned by or resulting
from Lessee’s operations.

(d) Drillsites shall not exceed 350" x 350°. Within ninety (90) days after
completion of a well capable of producing in paying quantities or as soon thereafter as
weather permits, Lessee will remove all pit liners (if used), fill all pits, level all mounds and
other excavations, remove all caliche or other base matenials from the drllsite except as to a
minimum area around the wellbore necessary for maintaining and operating such well not
exceeding 200" x 200’, restore the top soil uniformly across the entire location area except
the remaining location pad and clean up the wel site and remove from said lands any and all
oil and/or gas waste materials, oil spills, junk materials, pieces of iron, pipes, steel and other
debris and foreign matenals, and all deletenous matenals and substances that might cause
injury to persons or livestock and generally restore such location to its original condition

Within one hundred eighty (180) days after a well is plugged or any
compression facility, tank battery or storage facility, metering station or other location on
which Lessee erects surface facilities in connection with operations on and production from
this Lease is abandoned or as soon thereafter as weather permits, Lessee shall remove all

11
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caliche or other base matenals from the location and road leading to such location or facility
(unless such road is then being utilized to gain access to another existing well or facility and
restore the top soil uniformly across the entire location area (and, if applicable, road) and
will clean up the site and remove from said lands any and all oilfield equipment, o1l and/or
gas waste matenals, oil spills, junk matenals, pieces of iron, pipes, steel and ather debnis and
foreign materials, and all deletenous matenals and substances that might cause injury to
persons or livestock and generally restore such location to surface owner's reasonable
satisfaction, including reseeding of the affecting area with grass seed reasonably requested
by surface owner.

Lessee shall notify the surface owner pnor to conducting any operations
required under this Paragraph [1(d),

(e) Lessee will use its best efforts to prevent the escape of salt water or other
deletenous substances and will not permit the same to run into any surface water tank,
water well, creek, ravine, or upon or over the Leased Premises, nor to penetrate, seep or
flow or be injected into any subsurface fresh water stratum, but will be contained and
disposed of in keeping with applicable governmental rules and regulations, including
without limitation, Environmental Laws, as hereinabove defined.

(f) Lessee will use its best efforts to prevent fires on said lands and will use
its best efforts to prevent papers, boxes, sacks and containers and waste materials of any
kind from coming on said lands and littering the Leased Premises.

(2) No employee, representative, contractor or subcontractor of Lessee or any
other person allowed to come upon the Leased Premises by Lessee shall be permitted to
hunt, fish, swim, camp or picnic on said land, and no dog, gun, fircarm or fishing
equipment will be permitted on the premises.

(h)  With respect to each pipeline laid on the Leased Premises, Lessee
expressly covenants and agrees: (1) to bury any pipeline below the existing ground level
contour, provided that none of the facilities, valves or equipment installed or constructed
in connection with such pipeline shall extend above the surface of the ground, except that
Lessee shall be permitted to place line posts or markers where said pipeline crosses
surface owner’s fence lines and except as ‘may otherwise authorize. Surface owner
reserves the right to impound water over any pipeline nght-of-way; (2) dunng the period
of construction of said pipeline and during the period of any subsequent altering,
repairing, replacing or removing thereof, Lessee shall leave or arrange for reasonable
crossings over and across said right-of-way for any vehicles, equipment, cattle and/or
livestock of surface owner or surface owner’s tenants, lessees, successors or assigns.
Upon completion of construction of said pipeline, Lessee agrees to provide a caliche base
road crossing to accommodate vehicles and equipment at all locations where the pipeline
crosses existing roads; (3) to stack all trees and brush which are cut from the cleared
right-of-way at the time any necessary clearing is performed, so as to leave the cleared
right-of-way free of all trees, stumps, brush and debris, except for the stacked vegetation.
All brush and other material which is stacked on the right-of-way shall be free of dirt so
as to be capable of being bumed completely and that no mounds of dirt or debris shall be

12
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left on or adjacent to the cleared right-of-way. Any trees, brush or other growth damaged
outside the cleared right-of-way shall be removed, or at surface owner’s option, stacked
in the same manner as pipeline rights of way; (4) following any such construction, repair,
removal or other operations, to backfill (in the manner aforesaid), pack and level any
such ditch or trench opened and fill, grade and restore the surface of the right-of-way as
near as practicable to its original level and contour as when entered upon and in such
manner that surface or rain water may pass and flow undisturbed and unimpeded from
one side of the right-of-way to the other side of the nght-of-way; Lessee’s obligation to
remove property and fixtures within ninety days (90) days after termination of the lease
as provided in Paragraph I1(d) above shall include the obligation in said ninety days (90)
day period to commence the removal of all pipelines and to restore the surface to the
surface owner's reasonable satisfaction and in compliance with the restoration and
reseeding provisions of Paragraph 11(d) above.

(i) Each water well drilled on the Leased Premises by Lessee together with all
equipment in or on said well shall become the property of surface owner upon the full
release of this lease; provided, however, the surface owner shall have the right to use
water therefrom during the term of this lease, so long as such use does not interfere with
Lessee's operations. Provided, further, that if Lessor so elects, Lessee shall, at Lessee’s
sole cost and expense, plug and abandon each water well which surface owner elects not
to take over.

13
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Relinquishment Act Lease Form ) B
Revised, September 1997
OIL AND GAS LEASE

THIS AGREEMENT is made and entered into this 24th_day of May, 2011 between the State of Texas, acting by and through its agent,
Bank of America, N.A., Trustee of the Self Children Management Trust, of 500 W. 7th Street, Fort Worth, TX 76102, said agent herein
referred to as the owner of the soil (whether one or more), and Energen Resources Corporation, 3300 North "A" Street, Building 5, Suite 100,
Midland, Texas 79705, hereinafter called Lessee.

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 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 situated in Reeves County, State of Texas, to-wit:

E/2 Section 44, Block 57, Township 2 South, T &P RR Co. Survey;

Containing 320.00.00__ acres, more or less. The bonus consideration paid for this lease is as follows:

.
I To the State of Texas: Fifty Five Thousand Eight Hundred Thirty & No/100
evecee Dollars ($55,830.00)
. L]
ad To the owner of the soil: Fifty Five Thousand Eight Hundred Thirty & No/100
i Dollars ($55,830.00)
LR -

. fma] bonus consideration: One Hundred Eleven Thousand, Six Hundred Sixty & No/100
T Dollars $(111,660.00)

.
L

e ., The total bonus consideration paid represents a bonus of Fifteen Hundred Dollars & no/100
. Dollars ($1500.00) per acre, on 74.44 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.

3. SEE I’ARAGRAPH 40 ON ATTACHED EXH]BIT “A“ FOR DELAY RENTALS {Fne-weﬂ—fs-eemmeaeed-eﬂ—me-leased

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
rovalty 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 orother-@quipmenk -4s
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hereinafter provided, shall be one-fourth (1/4th) 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 postcd 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 respect to gas
processed in a plant for the extraction of gasoline, liquid hydrocarbons or other products) shall be one-fourth (1/4th) 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 not at any time exceed 14.65
pounds per square inch absolute, and the standard base temperature shall be sixty (60) degrees Fahrenheit, correction to be made for pressure
according to Boyle's Law, and for specific gravity according to 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 shall be one-fourth (1/4th) 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

ydrocarbons are recovered from gas processed in a plant in which Lessee (or its parent, subsidiary or affiliate) owns an interest, then the percentage
spplicable 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)
.uuthc 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
ee” affered for such residue gas (or the weighted average gross selling price for the respective grades of liquid hydrocarbons), whichever is the greater.
o 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
. -proccssed
L
e, (D) OTHER PRODUCTS. Royalty on carbon black, sulphur or any other products produced or manufactured from gas (excepting
* eekquid hydrocarbons) whether said gas be casinghead, "dry." or any other gas, by fractionating, buming or any other processing shall be one-fourth
(1/4th) 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.

sesae
-
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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.

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, 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 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 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 following manner:

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

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 furnish said Commissioner
with copies of all contracts under which gas is sold or processed and all subsequent agreements and amendments to such contracts within thirty (30)
days after entering into or making such contracts, agreements or amendments. Such contracts and agreements when received by the General Land
Office shall be held in confidence by the General Land Office unless otherwise authorized by Lessee. All other contracts and records pertaining to
eense e 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
oo ees sicneral Land Office, the Attorney General, the Governor, or the representative of any of them.
. L]
. (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
e+ of any well or wells. Such written notice to the General Land Office shall include copies of Railroad Commission forms for application to drill.
L gopics 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
* eRailroad Commission. All applications, permits, reports or other filings that reference this lease or any specific well on the leased premises and that
e are submitted to the Texas Railroad Commission or any other governmental agency shall include the word "State” in the title. Additionally, in
ee  accordance with Railroad Commission rules, any signage on the leased premises for the purpose of identifying wells, tank batteries or other
¢ esassociated 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 set by the General Land Office administrative rule which is effective on the date when the
materials were due in the General Land Office.

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

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 (I/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.
.
A 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
* 3% ** %ame 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
seeethe lease for four more successive years by Lessee paying compensatory royalty at the royalty rate provided in the lease of the market value of
*es" 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
ee bkased 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
s, compensatory royalty paid in any 12-month period is in an amount less than the annual shut-in oil or gas royalty, Lessee shall pay an amount equal to
«sthe 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.

LT ]

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 52.151-52.153, or (3) such greater or lesser number of acres as may then be
allocated for production purposes to a proration unit for each such producing well under the rules and regulations of the Railroad Commission of
Texas, or any successor agency. or other governmental authority having jurisdiction. [f 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 | hereof, together with
easements and right-of-ways 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.

(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.

(@] 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
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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.

1% 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 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 drilling with diligence. Failure 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 of the Commissioner of the General Land Office and with his written approval may the payment of
compensatory royalty under applicable statutory parameters satisfy the obligation to drill an offset well or wells required under this paragraph.

18. FORCE MAJEURE. If, after a good faith effort, Lessee 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,
¢his lease shall be extended while Lessee is prevented, by any such cause, from conducting drilling and reworklng operations or from pmducmg oil or

*3"°* gas from the leased premlses However, nothing in this paragraph shall suspend the payment of delay rentals in order to maintain this lease in effect
coeee gurmg 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
L -soll 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
Toat lny 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
ss  may recover the cost of these payments from the rental and royalties due the owner of the soil.

L L

. 20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soil owns less than the entire undivided surface estate in
e, 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
e sethe 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 land covered by this lease is included within
the boundaries 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 that payments determined on a per acre basis under the terms of this lease during the primary
term shall be calculated based upon the number of acres outside the boundaries of a pooled unit, or, if after the expiration of the primary term, the
number of acres actually retained and covered by this lease.

21. USE OF WATER. Lessee shall have the right to use water produced on said land necessary for operations under this lease
except water from wells or tanks of the owner of the soil; 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 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 limiting the foregoing, pollution of coastal wetlands, natural waterways, rivers and impounded water shall be prevented by the
use of containment facilities sufficient to prevent spillage, seepage or ground water contamination. In the event of pollution, Lessee shall use all
means at its disposal to recapture all escaped hydrocarbons or other pollutant and shall be responsible for all damage to public and private properties.
Lessee shall build and maintain fences around its slush, sump, and drainage pits and tank batteries so as to protect livestock against Ims damagg or
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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 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 after the owner of the soil (or his heirs, devisees, legal representatives or assigns) furnishes the Lessee with satisfactory
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 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 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

oo egelSSigNON OT assignee does not file a certified copy of such assignment in the General Land Office before the next rental paying date, the entire lease
e  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,
Mabilities, 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

seens e .
*  myalties.

e (B) ASSIGNMENT LIMITATION. Notwithstanding any provision in Paragraph 27(a), if the owner of the soil acquires
es” 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
o 3: 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
« emade to the owner of the soil if the assignee is:
. (1) anominee of the owner of the soil;
aw (2) a corporation or subsidiary in which the owner of the soil is a principal stockholder or is an employee of such a corporation
¢ e 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 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
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.

7.3 FORFEITURE. If Lessee shall fail or refuse to make the payment of any sum within thirty days afier it becomes due. or if
Lessee or an authorized agent should knowingly make any false return or false report concerning 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
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pertaining to operations, or if Lessee or an authorized agent should knowingly fail or refuse to give correct information to the proper authority, or
knowingly fail or refuse to furnish the General Land Office a correct log of any well, or if Lessee shall knowingly violate any of the material
provisions of this lease, or if this lease is assigned and the assignment is not filed in the General Land Office as required by law, the rights acquired
under this lease shall be subject to forfeiture by the Commissioner, and he shall forfeit same when sufficiently informed of the facts which authorize
a forfeiture, and when forfeited the area shall again be subject to lease 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 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 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 to secure payment of any damages or loss that Lessor may suffer by reason
of Lessee's breach of any covenant or condition of this lease, whether express or implied. This lien and security interest may be foreclosed with or
without court proceedings in the manner provided in the Title I, Chapter 9 of the Texas Business and Commerce Code. Lessee agrees that the
Commissioner may require Lessee to execute and record such instruments as may be reasonably necessary to acknowledge, attach or perfect this lien.
Lessee hereby represents that there are no prior or superior liens arising from and relating to Lessee's activities upon the above-described property or
from Lessee's acquisition of this lease. Should the Commissioner at any time determine that this representation is not true, then the Commissioner
may declare this lease forfeited as provided herein.

erein 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
*  #ny 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
o eesegpproved 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 52.151-52.153. 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,

.o gartners agents, contractors, subcontractors, guests, invitees, and their respective successors and assigns, of and from all and any actions and causes
e, *.Qf action of every nature, 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,
ee 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
¢ * . .Rrovisions 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 attommeys' 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 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 INDENINIFIED 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
wastes, 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 Materials"), 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 (I) A VIOLATION OF THE FOREGOING PROHIBITION OR (II) 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
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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 statutes 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.

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 to the General Land Office.

SEE EXHIBIT "B" AS TO SURFACE USE AGREEMENT CLAUSES

LESSEE:

\srr\dr Lam Mam

DATE: 1, ‘t\ U

STATE OF TEXAS

Bank of America, N.A., Trustee of
The Self Children Management Trust

—
)

BY:

TITLE: Vs&é ﬁ?—& DENT
DATE: ’l!lfl'f




STATEOF 7/

COUNTY OF 7HRRHBT

his instrument was acknowledged before me on this lsﬁ day of JUL! , 2011, by Larry
Farris,\2€ p%l;f‘ﬂ of The Bank of America, N.A., Trustee of the Self Children Management Trust.
Mol K Clew Ll
Notary Public
Notary's Seal:
 DEBORAH D COUGHLIN
\ Notary Public
, STATE OF TEXAS
t:onns My Comm. Exp, 08-01-14
"++" STATE OF TEXAS -
". "COUNTY OF MIDLAND '
: u;is T e———— Y ' , 2011, by
-H\ . as & )igrrick ! Qngand on behalf of Energen Resources Corporation

el 7*{\&0,»}7\ ML

Ay, Notary Public

u A : Notary's Seal:



Attached to and made apart hereof that certain Oil and Gas Lease dated May 24, 2011 by and

between Bank of America, N.A., Trustee of the Self Children Management Trust and Energen
Resources Corporation.

EXHIBIT "A"

DELAY RENTAL ADDENDUM

Addendum to Paragraph Three - DELAY RENTALS

40. This is a paid-up Oil and Gas Lease and rentals in the amount of $148.88 for years two
and three of this lease have been prepaid, and are included in the bonus amount of $1500.00
per acre in Paragraph 1 of the lease. One half (1/2) of this amount has been paid to the Lessor
and one half(1/2) has been paid to the State of Texas.
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EXHIBIT “B”

Attached to and made apart hereof that certain Oil and Gas Lease dated May
24, 2011 by and between Bank of America, N.A., Trustee of the Self
Children Management Trust and Energen Resources Corporation.

SURFACE AMENDMENTS

1. Upon the cessation of drilling at each well location, the abandonment of said lease
or surrender thereof, Lessee, its successors or assigns, shall then level all drilling
pits and other excavations and shall repair all damage done, or cause to be done, to
buildings, fences, roads, culverts, turf, water wells and/or other improvements and
to restore same to their original condition within 90 days after the cessation of
activity. No drilling mud shall be spread on surface lands of Lessor without express
written consent of Lessor.

2. Lessee’s right to use water from the leased premises shall not include the right to
use fresh water from any fresh water sands or strata underlying the leased
premises for any secondary recovery operations that may be conducted on the leased
premises. Lessee shall have the right to use fresh water from wells or surface
impoundments only with the expressed permission of the Lessor.

3. All operations of Lessee shall be conducted so as to minimize the amount of surface
land used or damaged by Lessee and Lessee agrees to construct not more than one
road to each location on the leased premises and to confine all travel incident to the
drilling and production of such well to the single road. All roads constructed by
Lessee shall be of good quality and suitable for all-weather use. The routes for all
roads shall be mutually agreed upon between Lessor and Lessee before the
commencement of any road construction. Lessee agrees to maintain all roads used
by Lessee on the leased premises in good condition and repair during the period of
Lessee’s operations on the lease premises. The surface owner shall have the right to
use all roads on the leased premises.

4. It is understood and agreed that this lease does not cover or include any right or
privilege of hunting with firearms and/or with dogs or otherwise on the leased
premises or fishing on the leased premises; all such hunting and fishing rights being
expressly reserved, and Lessee agrees that none of the Lessee’s officers, agents,
employees or representatives will bring any dogs and/or firearms upon the leased
premises, and that any one so doing shall be trespassers and subject to prosecution
as such.
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5. Prior to erecting new storage tanks, pipelines compressor stations or other usual
facilities required by Lessee for producing oil and gas and operating this lease,
Lessee shall advise of Lessor, Lessee’'s intention. Lessor and Lessee will then
mutually select a site or sites for locating such equipment and pipelines taking into
consideration the ranching and farming operation of Lessor and Lessee's needs in
conducting its operations under the terms of this lease in a reasonable manner.

6. Lessee prior to the construction of any new road or the cutting, altering and
removal of any existing fence on the leased premises, or the cutting or removal of
any tree on the leased premises, shall notify Lessor of such intention and shall be
governed by the Lessor’s wishes. Lessee shall dispose of all brush, trees, trash and
debris away from the property. Under no circumstances will trash, garbage or
debris be buried or dumped on the property or adjacent lands of Lessor. Brush and
trees may be buried or burned on the property only with written permission from
owner or his representative.

7. Lessee agrees to protect, defend, indemnify and hold harmless Lessor, the owners of
the surface of the Leased Premises, and their respective agents, employees and
tenants, from and against all liabilities, losses, expenses, claims, demands, and
causes of action of every kind and character, whether for death or personal injury
to persons (including agents and employees of Lessee and Lessee’s subcontractors)
for loss or damage to property, in any way and at any time arising out of, incident
to, or in connection with this Lease, operations conducted on the Leased Premises,
or breach of the terms hereof, regardless of whether any such liability, loss,
expenses, claim, demand or cause of action is based on the sole or concurrent
negligence of any party indemnified hereunder.

8. Each drill site location shall be constructed so as to result in the least interference
with surface usage as reasonably practicable under the circumstances. All pits shall
be constructed and lined so as not to pollute the adjoining land at the request of
Lessor. Lessee shall take all reasonable precautions necessary to prevent land, air
and water pollution, including pollution to all underground fresh water zones.
Lessee shall collect all trash which accumulates in connection with his operations
and remove such trash from the Leased Premises. Lessee shall take all reasonable
precautions to prevent blowouts from occurring on the Leased Premises. Lessee
shall utilize only such area around each producing well as is reasonably necessary
for such purposes, and Lessee shall restore the remainder of such drill site to its
original condition as nearly as possible within a reasonable time after the
completion of operations on each drill site where no producing well is located,
Lessee shall clear the location, remove all equipment placed upon the drill site by
the Lessee, clean out and back fill all pits, and return the surface of the drill site to
its original condition as nearly as possible. Lessee shall construct and maintain
gates at all places where any roads used by Lessee cross through fences on the
Leased Premises, and Lessee shall keep such gates locked when not actually
passing through such gates. Upon termination of Lessee’s operations on the Leased
Premises, Lessee shall restore the surface of all lands utilized by Lessee, and not
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10.

11.

12.

theretofore restored, to their original condition as nearly as possible. Within six (6)
months after the termination of this lease, Lessee shall remove any and all property
placed by Lessee on the Leased Premises or Lessor shall cause same to be removed
at Lessee’s expense.

Lessee is to comply with all Federal and State regulations.

Lessee shall pay market value, on the day of the event, for any and all livestock lost
as a result of Lessee’s operations under this lease.

Lessee shall not conduct any operations within three hundred (300) feet of any
homestead, living quarters or livestock watering facilities without express consent
of Lessor, such consent shall not be unreasonably withheld.

Parties in interest. lLessee represents the he/she is not an officer, director, or
employee of Bank of America Corporation, Bank of America, N.A., or an of its
affiliates and/or subsidiaries, nor is Lessee acting on behalf of any such officer,
director, or employee.
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MF 118934 C

General Land Office
Relinquishment Act Lease Form
Revised, September 1997

OIL AND GAS LEASE

THIS AGREEMENT is made and entered into this 6th_day of June, 2011 between the State of Texas, acting by and through its agent,
Henke Petroleum Corporation of 1421 E. 45th Street, Shawnee, OK 74804, said agent herein referred to as the owner of the soil (whether one or
more), and Energen Resources Corporation, 3300 North "A" Street, Building 4, Suite 100, Midland, Texas 79705, hereinafter called Lessee.

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 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 situated in Reeves County, State of Texas, to-wit:

E/2 Section 44, Block 57. Township 2 South, T &P RR Co. Survey:

L]
*3***Jontaining 320.00.00 _ acres, more or less. The bonus consideration paid for this lease is as follows:

.
asssnse
. L]
S To the State of Texas: Twelve Thousand Eight Hundred Thirty-Two and 50/100
coes Dollars ($12,832.50)
“ae” &
“s. e To the owner of the soil: Twelve Thousand Eight Hundred Thirty-Two and 50/100
o "ot Dollars ($12.832.50)

s Total bonus consideration: Twenty-Five Thousand, Six Hundred Sixty-Five & No/100
s “eee Dollars $(25,665.00)

The total bonus consideration paid represents a bonus of Fifteen Hundred Dollars & no/100
Dollars ($1500.00) per acre, on 17.11 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.

3 SEE PARAGRAPH 40 ON ATTACHED EXHIB]T "A" FOR DELAY RENTALS l-f—ne—weﬂ—a-s—eemmeod—oa—ﬂm—lemd

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
rovalty 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 equipmem as

hereinafter provided, shall be one-fourth (1/4th) part of the gross production or the market value thereof. at the option of the owncr 01 1hc. rs?j (Qr lrr}gct
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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 respect to gas
processed in a plant for the extraction of gasoline, liquid hydrocarbons or other products) shall be one-fourth (1/4th) 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 not at any time exceed 14.65
pounds per square inch absolute, and the standard base temperature shall be sixty (60) degrees Fahrenheit, correction to be made for pressure
according to Boyle's Law, and for specific gravity according to tests made by the Balance Method or by the most approved method of testing being
used by the industry at the time of testing.

| 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 one-fourth (1/4th) part of the residue gas and the liquid hydrocarbons extracted or the market value thereof, at the option of
u-ui]e 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
B lotal plant producuon of residue gas attributable to gas produced from this lease, and on fifty percent (50%), or that percent accruing to Lessee,
--o-owhlchever 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, subs:dlary or affiliate) owns an interest, then the percentage

- applu.able to liquid hydrocarbons shall be fifty percent (50%) or the highest percent accruing to a third party processing gas through such plant under

i oe® 2 processing agrcemcnt negotiated at arm's length (or if there is no such third party, the highest percent then being specified in processing agreements
%t or contracts in the mdustry) whichever is the greater. The respective royalties on residue gas and on liquid hydrocarbons shall be determined by 1)
. e ame 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
e o brocessed.
LR}

(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 one-fourth
(1/4th) 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.

- 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. [f 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.

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.

72 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 to compute 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 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 following manner:

Payment of royalty on production of oil and gas shall be as provided in the rules set forth in the Texas Register. Rules currently provide that
royalty on oil is due and must be received in the General Land Office on or before the Sth 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 mom.h quccccd_;lgl he ot




month of production, accompanied by the affidavit of the owner, manager or other authorized agent, completed in the form and manner prescribed by
the General Land Office and showing the gross amount and disposition of all oil and gas produced and the market value of the oil and gas, together
with a copy of all documents, records or reports confirming the gross production, disposition and market value including gas meter readings, pipeline
receipts, gas line receipts and other checks or memoranda of amount produced and put into pipelines, tanks, or pools and gas lines or gas storage, and
any other reports or records which the General Land Office may require to verify the gross production, disposition and market value. In all cases the
authority of a manager or agent to act for the Lessee herein must be filed in the General Land Office. Each royalty payment shall be accompanied by
a check stub, schedule, summary or other remittance advice showing by the assigned General Land Office lease number the amount of royalty being
paid on each lease. If Lessee pays his royalty on or before thirty (30) days afier the royalty payment was due, then Lessee owes a penalty of 5% on
the royalty or $25.00, whichever is greater. A royalty payment which is over thirty (30) days late shall accrue a penalty of 10% of the royalty due or
$25.00 whichever is greater. In addition to a penalty, royalties shall accrue interest at a rate of 12* per year, such interest will begin accruing when
the royalty is sixty (60) days overdue. Affidavits and supporting documents which are not filed when due shall incur a penalty in an amount set by
the General Land Office administrative rule which is effective on the date when the affidavits or supporting documents were due. The Lessee shall
bear all responsibility for paying or causing royalties to be paid as prescribed by the due date provided herein. Payment of the delinquency penalty
shall in no way operate to prohibit the State's right of forfeiture as provided by law nor act to postpone the date on which royalties were originally
due. The above penalty provisions shall not apply in cases of title dispute as to the State's portion of the royalty or to that portion of the royalty in
dispute as to fair market value.

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 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)

e eeedays after entering into or making such contracts, agreements or amendments. Such contracts and agreements when received by the General Land

ffice shall be held in confidence by the General Land Office unless otherwise authorized by Lessee. All other contracts and records pertaining to

.-u-ohe production, transportation, sale and marketing of the oil and gas produced on said premises, including the books and accounts, receipts and

.

dlscha.rges of all wells, tanks, pools, meters, and pipelines shall at all times be subject to inspection and examination by the Commissioner of the
General Land Office, the Attorney General, the Governor, or the representative of any of them.

: (B) PERMITS, DRILLING RECORDS. Written notice of all operations on this lease shall be submitted to the Commissioner of
ale General Land Office by Lessee or operator five (5) days before spud date, workover, re-entry, temporary abandonment or plug and abandonment
*of any well or wells. Such written notice to the General Land Office shall include copies of Railroad Commission forms for application to drill.

Copies of well tests, completion reports and plugging reports shall be supplied to the General Land Office at the time they are filed with the Texas

.Rallroad 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 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.

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

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

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
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

.o u-ixnsts 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.
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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 premuses 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
ﬂw 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)
JLo 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
causmg the drainage or that is completed in the same producmg reservoir and located within one thousand (1,000) feet of the leased premises. If the
compensatory royalty paid in any 12-month period is in an amount less than the annual shut-in oil or gas royalty, Lessee shall pay an amount equal to
the difference within thirty (30) days from the end of the 12-month period. 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 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 thercon.

(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 52.151-52.153, or (3) such greater or lesser number of acres as may then be
allocated for production purposes to a proration unit for each such producing well under the rules and regulations of the Railroad Commission of
Texas, or any successor agency. or other governmental 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 thereafier 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
casements and right-of-ways 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.

(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 | 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.

I 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 n.lcasu or releases
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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.

I'7: 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 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 drilling with diligence. Failure 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 of the Commissioner of the General Land Office and with his written approval may the payment of
compensatory royalty under applicable statutory parameters satisfy the obligation to drill an offset well or wells required under this paragraph.

18. FORCE MAJEURE. If, after a good faith effort, Lessee 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,
uu-iebellion, 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,
uu-gnis 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.
. L]
o £ 19. WARRANTY CLAUSE. The owner of the soil warrants and agrees to defend title to the leased premises. If the owner of the
«*%e 0il 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.
i 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 land covered by this lease is included within
the boundaries 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 that payments determined on a per acre basis under the terms of this lease during the primary
term shall be calculated based upon the number of acres outside the boundaries of a pooled unit, or, if after the expiration of the primary term. the
number of acres actually retained and covered by this lease.

21, USE OF WATER. Lessee shall have the right to use water produced on said land necessary for operations under this lease
except water from wells or tanks of the owner of the soil; 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 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 limiting the foregoing, pollution of coastal wetlands, natural waterways, rivers and impounded water shall be prevented by the
use of containment facilities sufficient to prevent spillage, seepage or ground water contamination. In the event of pollution, Lessee shall use all
means at its disposal to recapture all escaped hydrocarbons or other pollutant and shall be responsible for all damage to public and private properties.
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
mpletely clean upﬁthc
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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 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 after the owner of the soil (or his heirs, devisees, legal representatives or assigns) furnishes the Lessee with satisfactory
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 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

.o ...gption 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
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ay 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

e eeedssignor 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

$hall 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
wyalties.

.

H (B) ASSIGNMENT LIMITATION. Notwithstanding any provision in Paragraph 27(a), if the owner of the soil acquires

L] L]
® '&lis 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, 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
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. [f 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.

3% 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 concerning 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
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knowingly fail or refuse to furnish the General Land Office a correct log of any well, or if Lessee shall knowingly violate any of the material
provisions of this lease, or if this lease is assigned and the assignment is not filed in the General Land Office as required by law, the rights acquired
under this lease shall be subject to forfeiture by the Commissioner, and he shall forfeit same when sufficiently informed of the facts which authorize
a forfeiture, and when forfeited the area shall again be subject to lease 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 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 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 to secure payment of any damages or loss that Lessor may suffer by reason
of Lessee's breach of any covenant or condition of this lease, whether express or implied. This lien and security interest may be foreclosed with or
without court proceedings in the manner provided in the Title I, Chapter 9 of the Texas Business and Commerce Code. Lessee agrees that the
Commissioner may require Lessee to execute and record such instruments as may be reasonably necessary to acknowledge, attach or perfect this lien.
Lessee hereby represents that there are no prior or superior liens arising from and relating to Lessee's activities upon the above-described property or
from Lessee's acquisition of this lease. Should the Commissioner at any time determine that this representation is not true, then the Commissioner

*2***hay declare this lease forfeited as provided herein.

-:u-: 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

o .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 52.151-52.153. 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.
.

o %l 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
e+ of action of every nature, or other harm, including environmental harm, for which recovery of damages is sought, including, but not limited to, all
* esjpsses 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 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 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 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 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 INDENINIFIED 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
wastes, 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 Materials"), 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 (I) A VIOLATION OF THE FOREGOING PROHIBITION OR (II) 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;[‘EIXA_S_ ﬁp{[)rT!-llﬂg




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.

7 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 statutes 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.

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 to the General Land Office.
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Attached to and made apart hereof that certain Oil and Gas Lease dated June 6, 2011 by and
between Henke Petroleum and Energen Resources Corporation.

EXHIBIT "A"

DELAY RENTAL ADDENDUM

Addendum to Paragraph Three - DELAY RENTALS

40. This is a paid-up Oil and Gas Lease and rentals in the amount of $34.22 for years two
and three of this lease have been prepaid, and are included in the bonus amount of $1500.00
per acre in Paragraph 1 of the lease. One half (1/2) of this amount has been paid to the Lessor
and one half(1/2) has been paid to the State of Texas.
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FILE# 6798

General Land Office
Relingquishment Act Lease Form
Revised, September 1997
OIlL AND GAS LEASE

THIS AGREEMENT is made and entered into this 3rd_day of August, 2011 between the State of Texas, acting by and through its agent,
Heritage Trust Company, Trustee of the Jo Aan Shaw Barber Trust /b/o Kenneth Barber, 2802 W. Country Club Drive, Oklahoma City,
OK 73116, said agent herein referred to as the owner of the soil (whether one or more), and Energen Resources Corporation, 3300 North "A"
Street, Building 4, Suite 100, Midland, Texas 79705, hereinafier called Lessee,

l. 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 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, treal and transport said products of the lease, the
following lands situated in Reeves County, State of Texas, to-wit:

E/2 Section 44, Block 57, Township 2 South, T &P RR Co. Survey;

Containing  320.00.00__ acres, more or less. The bonus consideration paid for this lease is as follows:

To the State of Texas: Four Thousand, Nine Hundred Ninety Eight & 75/100
Dollars ($4,998.75)

To the owner of the soil: Four Thousand, Nine Hundred Ninety Eight & 75/100
Dollars ($4,998.75)

Total bonus consideration: Nine Thousand Nine Hundred Ninety Seven & 50/100
Dollars $(9,997.50)

The total bonus consideration paid represents a bonus of Fifleen Hundred Dollars & no/100
Dollars ($1500.00) per acre, on 6.665 net acres.

2 TERM. Subject to the other provisions in this lease, this lcase shall be for a term of Five (5) 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 quantitics” 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.

4. PRODUCTION ROYALTIES. Upon production of oil and/or gas, Lessee agrees 10 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 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 scparator or other cquipment, as

s
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hereinafter provided, shall be one-fourth (1/4th) 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 respect lo gas
processed in a plant for the extraction of gasoline, liquid hydrocarbons or other products) shall be one-fourth (1/4th) 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 not at any time exceed 14.65
pounds per square inch absolute, and the standard base temperature shall be sixty (60) degrees Fahrenheit, correction to be made for pressure
according to Boyle's Law, and for specific gravity according to 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 shall be one-fourth (1/4th) 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 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, buming or any other processing shall be one-fourth
(1/4th) 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 cvent 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.

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 cither, 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.

(A 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 hercunder ready for sale or use. Lessee agrees to compute 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 afier 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 following manner:

Payment of royalty on production of oil and gas shall be as provided in the rules set forth in the Texas Register. Rules currently provide that
royalty on oil is due and must be received in the General Land Office on or before the Sth day of the second month succeeding the month of

-
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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
meonth of production, accompanied by the affidavit of the owner, manager or other authorized agent, completed in the form and manner prescribed by
the General Land Office and showing the gross amount and disposition of all oil and gas produced and the market value of the oil and gas, together
with a copy of all documents, records or reports confirming the gross production, disposition and market value including gas meter readings, pipeline
receipts, gas line receipts and other checks or memoranda of amount produced and put into pipelines, tanks, or pools and gas lines or gas storage, and
any other reports or records which the General Land Office may require to verify the gross production, disposition and market value. In all cases the
authority of a manager or agent to act for the Lessee herein must be filed in the General Land Office. Each royalty payment shall be accompanied by
a check stub, schedule, summary or other remittance advice showing by the assigned General Land Office lease number the amount of royalty being
paid on cach 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
S2500whichevcr|sgmmcr In addition to a penalty, royaltics shall accruc interest at a rate of 12™ per year, such interest will begin accruing when
the royalty is sixty (60) days overdue. Affidavits and supporting documents which are not filed when due shall incur a penalty in an amount set by
the General Land Office administrative rule which is effective on the date when the affidavits or supporting documents were due. The Lessee shall
bear all responsibility for paying or causing royalties Lo be paid as prescribed by the due date provided herein. Payment of the delinquency penalty
shall in no way operate to prohibit the State's right of forfeiture as provided by law nor act to postpone the date on which royalties were originally
due. The above penalty provisions shall not apply in cases of title dispute as to the State's portion of the royalty or to that portion of the royalty in
dispute as to fair market value.

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 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 afier entering into or making such contracts, agreements or amendments. Such contracts and agreements when received by the General Land
Office shall be held in confidence by the General Land Office unless otherwise authorized by Lessee. All other contracts and records pertaining to
the production, transportation, sale and marketing of the oil and gas produced on said premises, including the books and accounts, receipts and
discharges of all wells, tanks, pools, meters, and pipelines shall at all times be subject to inspection and examination by the Commissioner of the
General Land Office, the Attomey 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 well or wells. Such written notice to the General Land Office shall include copics 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 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 Lo 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 fifieen (15) days afier the making of said survey.

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

1. 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 not resumed production in paying quantities at the expiration of the primary term, Lessee may maintain this lease by conducting
additional drilling or reworking operations pursuant to Paragraph 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, 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 well 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 0il 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
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operations within sixty (60) days after such cessation, and this lease shall remain in full force and effect for so long as such operations continue in
good faith and in workmanlike manner without interruptions totaling more than sixty (60) days. If such drilling or reworking operations result in the
production of oil or gas, the lease shall remain in full force and effect for so long as oil or gas is produced from the leased premises in paying
quantities or payment of shut-in oil or gas well royalties or payment of compensatory royalties is made as provided herein or as provided by law. If
the drilling or reworking operations result in the completion of a well as a dry hole, the lease will not terminate if the Lessee commences additional
drilling or reworking operations within sixty (60) days after the completion of the well as a dry hole, and this lease shall remain in effect so long as
Lessee continues drilling or reworking operations in good faith and in a workmanlike manner without interruptions totaling more than sixty (60)
days. Lessee shall give written notice to the General Land Office within thirty (30) days of any cessation of production.

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 (12) 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, afier 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 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 in an amount less than the annual shut-in oil or gas royalty, Lessee shall pay an amount equal to
the difference within thirty (30) days from the end of the 12-month period. 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 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 cvent this lcase 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 cach 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 52.151-52.153, or (3) such greater or lesser number of acres as may then be
allocated for production purposes to a proration unit for each such producing well under the rules and regulations of the Railroad Commission of
Texas, or any successor agency. or other governmental 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 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
casements and right-of-ways 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 to and from the retained lands and for the gathering or transportation of oil, gas and other minerals
produced from the retained lands.

(B) HORIZONTAL. In the event this lease is in force and cffect 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 (hercinafter "deeper depths®) in cach 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 | 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 thereafler as oil or gas
is produced in paying quantities from such deeper depths covered by this lease.

©) 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
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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 1o execute and record such release or releases within ninety (90) days after being requested to do so by the General
Land Office, then the Commissioner at his sole discretion may designate by 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 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
lcased premises, or in any case where the lcased 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 afier 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 drilling with diligence. Failure 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 of the Commissioner of the General Land Office and with his written approval may the payment of
compensatory royalty under applicable statutory parameters satisfy the obligation to drill an offset well or wells required under this paragraph.

8. 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 1o
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 1o 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 warranis 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 lcased premises. If Lessee makes payments on behalf of the owner of the soil under this paragraph, Lessce
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 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
0 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 o 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 1o
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 boundaries 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 afier the expiration of the primary term or the extended term, this lease covers a lesser number of
acres than the total amount described herein, payments that are made on a per acre basis hereunder shall be reduced according to the number of acres
pooled, released, surrendered, or otherwise severed, so that payments determined on a per acre basis under the terms of this lease during the primary
term shall be calculated based upon the number of acres outside the boundaries of a pooled unit, or, if after the expiration of the primary term, the
number of acres actually retained and covered by this lease.

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 without the prior consent of the owner of the soil.

2. 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.

2% POLLUTION. In developing this arca, Lessee shall use the highest degree of care and all proper safeguards to prevent
pollution. Without limiting the foregoing, pollution of coastal wetlands, natural waterways, rivers and impounded water shall be prevented by the
use of containment facilities sufficient to prevent spillage, seepage or ground water contamination. In the event of pollution, Lessee shall use all
means at its disposal to recapture all escaped hydrocarbons or other pollutant and shall be responsible for all damage to public and private properties.
Lessce shall build and maintain fences around its slush, sump, and drainage pits and tank batteries so as to protect livestock against loss, damage or

-5=



BOOK 9001 pagr

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 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
cither party to this leasc 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 satisfactory
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 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. [f 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 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 treated as if it were
made to the owner of the soil if the assignee is:

(1) anominee 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 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
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.

3L 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 retum or false report concerning 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
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pertaining 1o 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 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 leasc is assigned and the assignment is not filed in the General Land Office as required by law, the rights acquired
under this lease shall be subject to forfeiture by the Commissioner, and he shall forfeit same when sufficiently informed of the facts which authorize
a forfeiture, and when forfeited the area shall again be subject to lease 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 mmundermmsmodbcforelhcngh:s 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 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 arc held by Lessee or by a third party, and all fixtures on and
improvements (o 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 to secure payment of any damages or loss that Lessor may suffer by reason
of Lessee's breach of any covenant or condition of this lease, whether express or implied. This lien and security interest may be foreclosed with or
without court proceedings in the manner provided in the Title I, Chapter 9 of the Texas Business and Commerce Code. Lessec agrees that the
Comm:ssnma‘mqumr:lmccmcmcuwmdmrdsmhmﬂnunmlsasmybcrmsomblynmymncknowlcdgqumpdfwmwhm
Lessee hereby represents that there are no prior or superior liens arising from and relating to Lessee's activities upon the above-described property or
from Lessee's acquisition of this lease. Should the Commissioner 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 unitizing of the interest of the State under
this lease pursuant to Texas Natural Resources Code 52.151-52.153. 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, contractors, subcontractors, guests, invitees, and their respective successors and assigns, of and from all and any actions and causcs
of action of every nature, 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 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 Lessce. 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 attomeys' fees and other legal expenses,
including thosc 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 relaled 10 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, 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 INDENINIFIED 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, pollutant, or contaminant. Lessee shall not bring
or permit o remain on the leased premises any asbestos containing materials, explosives, toxic materials, or substances regulated as hazardous
wastes, 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 Materials”), except ordinary products commonly used in connection with oil and gas exploration and development operations and stored
in the usual manner and quantitics. 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 (I) A VIOLATION OF THE FOREGOING PROHIBITION OR (II) 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
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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 statutes 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.

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 lcased 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.

LESSEE:

ENERGEN RESOURCES CO

BY: M
i Joe D. Niederhofer

TITLE:

Vice President - Permian Basin Operations

DATE:

STATE OF TEXAS

Heritage Trust Company, Trustee
Jo Ann Shaw Barber Trust {/b/o
Kenneth Ba
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STATE OF !
COUNTY OF .

This mstnnnent was acknowledged before me on this 4/ day of &g _ﬁggﬁ , 2011, by
,a8 _ y/ic ¢ ~Residepand on behalf of Heritage Trust Company, Trustee of the Jo Ann Shaw

Barber Tnut f/hl Kenneth Barber. %7

Notary's Seal:

STATE OF TEXAS '

COUNTY OF MIDLAND '
This instrument was acknowledged before me on this l day of QFEIW,MH, by
e, Niederhofer ,as VP—Ramic.  and on behalf of Energen Resources Corpornuon
Tasin Dperniony }\ ),Y\. ;
aa Notary Pubhc
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Attached to and made apart hereof that certain Oil and Gas Lease dated August 3, 2011 by and
between Heritage Trust Company, Trustee of the Jo Ann Shaw Barber Trust f/b/o Kenneth
Barber and Chalfant Properties, Inc.

EXHIBIT "A"

DELAY RENTAL ADDENDUM

Addendum to Paragraph Three - DELAY RENTALS

40. Rentals in the amount of $13.33 for years two and three of this lease have been
prepaid, and are included in the bonus amount of $1500.00 per acre in Paragraph 1 of the lease.
One half (1/2) of this amount has been paid to the Lessor and one half(1/2) has been paid to the
State of Texas. Rental for the fourth year in the amount of $7,998.00 has not been paid and if
the fourth year rental is not paid then this lease will expire if no well has been commenced per
the provisions of Paragraph 3. DELAY RENTALS. One half (1/2) of the fourth year rental will be
paid to the Lessor and one half (1/2) will be paid to the State of Texas. Rental for the fifth year
is included in the fourth year rental and if the fourth year rental is paid then no additional
rentals are due under this lease.

INRY PROYTSION HERE WITICH RESTRYSTS THE SALE, RENTAL,
OR USE OF THE DESCRISFD REAL PROPERTY BECAUSE OF COLOR
O RACE IS INVALID ANG UNENFORCEABLE UNDER FEDERAL:
L

rILEfd 6798
FILED FOR RECORD ON THE 23RD DAY oF SEPTEMBER A.D. 2011 3:51 P n,
DULY om TRE 12TH DAY oF OCTOBER A.D. 2011 4:00 P M.
. s o el i M i o DIANNE 0. FLOREZ,
n.v/f_ Ltk C T LAY~ DEPUTY msm,mﬁ?mm
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Jerry E. Patterson, Commissioner
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Date Filed:
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By.
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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 1hem is
filed/recorded in the public records of my office, found in VOL.

688 97 QFFICIAL PUBLIC
PAGE THRU ?{E gLt
I hereby certified on 02/14/12
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Creneral Land Office . ) s’ "
Relinquishment Act 1ease Form ¢ ' MF | lM% q e
Revised, September 1997
OIL AND GAS LEASE
THIS AGREEMENT is made and entered into this 26th_day of April, 2011 between the State of Texas. acting by and through its agent,

Margaret S. Shockley, Trustee of the Margaret S. Shockley Trust of P.O. Box 880, Rockport, TX 78381-0880, said agent herein referred to as
the owner ol the soil (whether one or more)., and Energen Resources Corporation, 3300 North "A" Street, Building 4, Suite 100, Midland,
Texas 79705, hereinafter called Lessee.

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, hercby grants. leases and lets unto
l.essee, 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:

/2 Section 44, Block 57, Township 2 South, T &P RR Co. Survey:

Containing  320.00.00__ acres, more or less. The bonus consideration paid for this lease is as follows:

l'o the State of Texas: Four Thousand, Nine Hundred Ninety Eight & 75/100
Dollars ($4.998.75)

To the owner of the soil: Four Thousand. Nine Hundred Ninety Eight & 75/100
Dollars ($4.998.75)

Total bonus consideration: Nine Thousand Nine Hundred Ninety Seven & 50/100
Dollars $(9.997.50)

I'he total bonus consideration paid represents a bonus of Fifteen Hundred Dollars & no/100
Dollars ($1500.00) per acre. on 6.665 net acres.

2! TERM. Subject to the other provisions in this lease. this lease shall be for a term of Five (5) years from this date (herein called
primary term") and as long thereafter as oil and gas, or ¢ither 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.

3. SEE PARAGRAPH 40 ON ATTACHED EXHIBIT "A" FOR DELAY RENTALS. H-no-wel-is-commenced-on-theleased
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-

narobthesoi:
OV RSO+ HRe S0H:

L]

4. PRODUCTION ROYALTIES. Upon production of oil and/or gas, |.essee agrees to pay or cause 1o be paid one-halt' (1 2) ol'the

rovalty 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 3*****®
rovalty 1o the owner of the soil:

(A) Ol Royalty payable on oil. which is defined as including all hydrocarbons produced in a 1u||_1iddri¢8rflelef mouth of the well
and also as all condensate. disullate. and other liquid hydrocarbons recovered from il or ;q.n;:};;ra*hmueﬁ—‘? S?:lﬁ ator or other cquipment, as
[N\ copy ©
i (2 7)  Original filed in
\2 &/ Reeves County

Q_E‘;V/ q 41‘3’{“5 I:}ﬁif:e
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liereinafter provided, shall be one-fourth (1/4th) 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 OfTice, such value to be determined by 1) the highest posted price, plus premium, it any, offered or paid for oil,
condensate, distillate, or other liquid hydrocarbons, respectively, ol a like type and gravity in the general area where produced and when run, or 2)
the highest market price thereot 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
cquipment 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 gascous
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 one-fourth (1/4th) 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 OfTice, such value to be based on the highest
market price paid or offered for gas of comparable quality in the general arca 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 to 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
hvdrocarbons shall be one-fourth (1/4th) 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 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 specilied 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, buming or any other processing shall be one-fourth
(1/4th) 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.

3. 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 specity a delay rental amount, then for
the purposes of this paragraph, the delay rental amount shall be one dollar ($1.00) per acre.

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 rovalty 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.

T 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 otherwisc ®ee ¢
making the oil. gas and other products hercunder ready for sale or use.  Lessee agrees to compute and pay rovalties on the gross value received. e
including any reimbursements for severance taxes and production related costs., o

s . TV . - ~ . A :.l.:‘

8. PLANT FUEL AND RECYCLED GAS. No rovalty shall be payable on any gas as may represent this lease's proportionate share ®

of any tuel used to process gas produced hereunder in any processing plant. Notwithstanding any other provision of this lease. and subject w the ®® ¢
written consent of the owner of the soil and the Commissioner of the General Land Office. Lessee may recycele gas for gas lift purposes on the leased o® ¢
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 8 oo
rovalty owners 1o a rovalty under this lcase. >
- -
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) ROYALTY PAYMENTS AND REPORTS.  All royalties not 1aken in kind shall be paid to the Commissioner of the General @
Land Office at Austin. l'exas. 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
waltv on oil i1s due and must be received in the General Land Ottice on or before the 3 ay ol _thescecond- coeciing the mo W
rovalty on « due ceeived he Giener: ind ce on or betore the Sth day l.-l IL - ;;u nd W‘}@%Hh%w&dhn month of
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pruductinﬁ. and royalty on gas is due and must be received in the General Land Office on or before the 15th day of the sccond month succeeding the
month of production, accompanied by the alfidavit of the owner, manager or other authorized agent, completed in the form and manner prescribed by
the General Land Office and showing the gross amount and disposition of all oil and gas produced and the market value of the oil and gas, together
with a copy of all documents, records or reports confirming the gross production, disposition and market value including gas meter readings, pipeline
receipts, gas line receipts and other checks or memoranda of amount produced and put into pipelines, tanks, or pools and gas lines or gas storage. and
any other reports or records which the General Land Office may require to verify the gross production, disposition and market value. In all cases the
authority of a manager or agent to act for the Lessee herein must be filed in the General Land Office. Each royalty payment shall be accompanied by
a check stub, schedule, summary or other remittance advice showing by the assigned General Land Office lease number the amount of royalty being
paid on each lease. If Lessce pays his royalty on or before thirty (30) days after the royalty payment was due, then Lessee owes a penalty of 5% on
the royalty or $25.00, whichever is greater. A royalty payment which is over thirty (30) days late shall accrue a penalty of 10% of the royalty due or
$25.00 whichever is greater. In addition to a penalty, royalties shall accrue interest at a rate of 12 per year, such interest will begin accruing when
the royalty is sixty (60) days overdue. Affidavits and supporting documents which are not filed when due shall incur a penalty in an amount set by
the General Land Office administrative rule which is effective on the date when the alfidavits or supporting documents were due. The Lessee shall
bear all responsibility for paying or causing royalties to be paid as prescribed by the due date provided herein. Payment of the delinquency penalty
shall in no way operate to prohibit the State's right of forfeiture as provided by law nor act to postpone the date on which royalties were originally
due. The above penalty provisions shall not apply in cases of title dispute as to the State's portion of the royalty or to that portion of the royalty in
dispute as to fair market value.

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

(B) 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 (3) days before spud date. workover, re-entry, temporary abandonment or plug and abandonment
of any well or wells. Such written notice to the General Land Office shall include copies of Railroad Commission forms for application to drill.
Copies of well tests, completion reports and plugging reports shall be supplied to the General Land Office at the time they are filed with the Texas
Railroad Commission. All applications. permits. reports 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,
accordance with Railroad Commission rules. any signage on the leased premises for the purpose of identifying wells. tank batteries or othr
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 cach survey on each well to the General Land Office within fifteen (15) days after the making of said survey.

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

1. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If. during the primary term hereof and prior o
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 hercof and afier 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 thercon, or pays or tenders the next annual delay rental in the same manner as provided in this lease. 1f.
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
i’ Lessee has not resumed production in paying quantities at the expiration of the primary term. Lessee may maintain this lease by conducting
additional drilling or reworking operations pursuant to Paragraph 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 \\ilhinooo. .
the primary term hercof. Lessee may resume payment of the annual rental in the same manner as provided herein on or before the rental paying date .o
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 lacto terminate. If at the expiration of the primary term or any time thereafter a shut-in oil or gas well is located on the lt.d\\.do .
premises. payments may be made in accordance with the shut-in provisions hereol. H

L

12 DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. If. at the expiration of the primary term. neither®ee’e’
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 o
long as operations on said well or for drilling or reworking of any additional well are prosecuted in good faith and in workmanlike manner without e .
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 thercatiera *****
as oil and/or gas is produced in paying quantities from said land. or payment of shut-in oil or gas well rovalties or compensatory royvalties is made as 9
provided in this lease. H

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

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. [f, 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 cach well capable of producing oil or gas in
paying quantities. I Paragraph 3 of this lease does not specity 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 afler 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 lcase 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 to continue to maintain the lease by paying the shut-in oil or gas
rovalty 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) o 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. 1 the
compensatory royalty paid in any 12-month period is in an amount less than the annual shut-in oil or gas royalty. Lessee shall pay an amount equal to
the difference within thirty (30) days from the end of the 12-month period. 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 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 afier 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 cach 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 52.151-52.153. or (3) such greater or lesser number of acres as may then be
allocated for production purposes to a proration unit for each such producing well under the rules and regulations of the Railroad Commission of
T'exas, 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 thercon are reclassified so that less acreage is thercalter allocated
1o 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. |essee 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 withese o
casements and right-ol-ways for existing roads. existing pipelines and other existing facilities on, over and across all the lands described in Paragraph .s
I hereof ("the retained lands”), for access to and from the retained lands and for the gathering or transportation of oil. gas and other minerals o
produced from the retained lands. S
L]
L
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(13) HORIZONTAL. In the event this lease is in force and effect two (2) years alfter 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 cach well located on e
acreage retained in Paragraph 16(A) above. unless on or before two (2) vears after the primary or extended term [Lessee pays an amount equal to one- e .
half (1/2) of the bonus originally paid as consideration tor this lease (as specified on page | hercol). 11 such amount is paid. this lcase shall be in toree o
and effect as to such deeper depths. and said termination shall be delayed for an additional period of two (2) vears and so long thereafter as oil or gas
is produced in paying quantities from such deeper depths covered by this lease.
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(<) 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 ,:ppm\ul by the Cor Jmlwunhr(‘.zl lrhhrg;uur.lf I and
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Office. Within thirty (30) days afler partial termination of this lease as provided herein, Lessee shall execute and record a release or releases
containing a satistactory 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, 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 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. [n addition, if oil and/or gas should be produced in commercial quantities within 1,000 leet 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 drilling with diligence. Failure 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 of the Commissioner of the General Land Office and with his written approval may the payment of
compensatory royalty under applicable statutory parameters satisfy the obligation to drill an offset well or wells required under this paragraph.

18. FORCE MAJEURE. If, after a good faith effort, Lessee 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 mortgage, taxes or other liens on the leased premises. If Lessee makes payments on behalf of the owner of the soil under this paragraph. Lessce
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 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 land covered by this lease is included within
the boundaries 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 that payments determined on a per acre basis under the terms of this lease during the primary
term shall be calculated based upon the number of acres outside the boundaries of a pooled unit. or. if after the expiration of the primary term. the
number of acres actually retained and covered by this lease.

21. USE OF WATER. Lessee shall have the right to use water produced on said land necessary for operations under this lease
except water from wells or tanks of the owner of the soil: 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 ol the soil. ®et
.
22 AUTHORIZED DAMAGES. Lessee shall pay the owner of the soil for damages caused by its operations 1o all personal 4 o
property. improvements, livestock and crops on said land. (Rl dd
e &
23. PIPELINE DEPTH. When requested by the owner of the soil. Lessee shall bury its pipelines below plow depth. es »
-
24, WELL LOCATION LIMIT. No well shall be drilled nearer than two hundred (200) feet 1o any house or barm now on said 4 o
premises without the written consent of the owner of the soil. Soened
. .
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 waterwayvs., rivers and impounded water shall be prevented by the
use of containment facilities sulficient to prevent spillage. scepage 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 P“‘“‘ﬂ#,‘:},%‘}{f\h;‘ﬁw}?&{—‘}“' damage or
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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 quantitics. 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

cither 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 satisfactory
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 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. It 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 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 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. 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
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. [f any such assignment is not so filed. the rights acquired under this lease shall be subject to forteiture 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 tully disclose any lacts atfecting 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 pavment of any sum within thirty days afier it becomes due. or it
l.essee or an authorized agent should knowingly make any false return or false report concerning production or drilling. or i Lessee shall fail or
refuse to drill any offset well or wells in good faith as required by law and the rules and regulations adopied by the Commissioner of the General
Land Office. or il Lessee should fail to file reports in the manner required by law or fail 1o 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

True and Correct
copy of
Original filed in

Hepves (.Hllr‘!!\f

lasriee Hime



pertaining to operations,'or if Lessee or an authorized agent should knowingly fail or refuse to give correct information to the proper authority, or
knowingly fail or refuse to furnish the General Land Office a correct log of any well, or il Lessee shall knowingly violate any of the material
provisions of this lease, or if this lease is assigned and the assignment is not filed in the General Land Office as required by law, the rights acquired
under this lease shall be subject to forfeiture by the Commissioner, and he shall forfeit same when sulTiciently 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 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 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 to secure payment of any damages or loss that Lessor may sutfer 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 I, Chapter 9 of the Texas Business and Commerce Code. Lessee agrees that the
Commissioner may require Lessee to execute and record such instruments as may be reasonably necessary to acknowledge, attach or perfect this lien.
Lessee hereby represents that there are no prior or superior liens arising from and relating to Lessee's activities upon the above-described property or
from Lessee's acquisition of this lease. Should the Commissioner at any time determine that this representation is not true. then the Commissioner
may declare this lease forfeited as provided herein.

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 cither 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 52.151-52.153. 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. 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 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 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 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 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 INDENINIFIED 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

. s a % e P . . : ee
or permit o remain on the leased premises any asbestos containing materials, explosives. toxic materials, or substances regulated as hazardous*®®

wastes. hazardous materials, hazardous substances (as the term "Hazardous Substance” is defined in the Comprehensive Environmental Response.
Compensation and Liability Act (CERCLA). 42 UL.S.C. Sections 9601. et seq.). or toxic substances under any lederal. state. or local law or regulation

("Hazardous Materials"). except ordinary products commonly used in connection with oil and gas exploration and development operations and stored o see eee

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

ae
.
e @

OUT OF (I) A VIOLATION OF THE FOREGOING PROHIBITION OR (I1) THE PRESENCE, RELEASE, OR DISPOSAL OF ANY $eeese

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 teeese

CONTAMINATION AND DAMAGE CAUSED BY THE PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, *

LNDER, 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 UNDERT. \I\I-\’ I’l R‘\‘f r\-\T’;{H)\(rhMi A OR ANY
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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.

3L 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 statutes 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.

38. EXECUTION. This oil and gas lcase must be signed and acknowledged by the Lessee before it is filed of record in the county
records and in the General Land Office ol 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.

19. 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 to the General Land Office.

LESSEE:

STATE OF TEXAS

Margaret S. Shockley, Trustee

pate: Db = OIL-—K/
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STATE OF /2« an
COUNTY OF (/o nxtd

This instrument was acknowledged before me on this _/ A day of __J (4w 2011, by Margaret S.
Shockley, Trustee of the Margaret S. Shockley Trust. /

/é(,fuf (’ r'/}’q’\/\;f S’

Notary Public

Notary's Seal:
; PAT C. JOHNSON
¢ Notary Public, State of Texas
My Commission Expires
February 09, 2012
STATE OF TEXAS ’
COUNTY OF MIDLAND L
¢
This instrument was acknowledged before me on this . day of A M , 2011, by
anedh O (Cy ,a8 ) wir -4 and on behalf of Energen Resources Corporation
| WGt
NN g I L il
Notary Public
Notary's Seal:

SEN "!]-"‘\,I

r’ \1. -'-I:.\".ii"».'l‘. fﬂﬁ’fl. mn
_‘\'\ E '~‘./' / 1apves County
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Attached to and made apart hereof that certain Qil and Gas Lease dated April 26, 2011 by and

between Margaret S. Shockley, Trustee of the Margaret S. Shockley Trust and Chalfant
Properties, Inc.

EXHIBIT "A"

DELAY RENTAL ADDENDUM

Addendum to Paragraph Three - DELAY RENTALS

40. Rentals in the amount of $13.33 for years two and three of this lease have been
prepaid, and are included in the bonus amount of $1500.00 per acre in Paragraph 1 of the lease.
One half (1/2) of this amount has been paid to the Lessor and one half(1/2) has been paid to the
State of Texas. Rental for the fourth year in the amount of $7,998.00 has not been paid and if
the fourth year rental is not paid then this lease will expire if no well has been commenced per
the provisions of Paragraph 3. DELAY RENTALS. One half (1/2) of the fourth year rental will be
paid to the Lessor and one half (1/2) will be paid to the State of Texas. Rental for the fifth year
is included in the fourth year rental and if the fourth year rental is paid then no additional
rentals are due under this lease.
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TEXAS GENERAL LAND OFFICE

JERRY PATTERSON, COMMISSIONER

March 12, 2012

Ken Gray

Energen Resources

3300 North A St. Building 4
Suite 100

Midland, Texas 79705

Re: State Lease MF 112939 RAL lease dated 01/21/11 recorded Bk. 881, Pg. 141
Brennand Energy Ltd., agent for State of Texas, Lessor
covering 106.67 net ac. E/2 Sec. 44, Blk. 57, T-2 T&P RY
Co. Survey, Reeves Co, TX

Dear Mr. Gray:

The General Land Office is in receipt of the lease referenced above. The face of the recorded lease
states a bonus per acre of $1,020 and a bonus to the State of $$54,401.70 when in fact the bonus per
acre is $1,500 and the bonus to the State should be $80,002.50.

The Texas Natural Resources Code states in Section 52.184, “No lease executed under this
subchapter after September 17, 1939, is binding on the state unless it recites the actual and true
consideration paid or promised.” You can accomplish this requirement by having an amendment
to the lease recorded stating the true consideration or you can release this lease and have a new one
executed.

In addition, we have not received the bonus payment of $80,002.50 for this lease. We will need this
in order to give you final approval. Please forward payment and an amendment as soon as possible
and reference the file number above on all correspondence.

If you have any questions feel free to contact me.

Sincerely yours,

Drew Reid

Mineral Leasing, Energy Resources i
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.tx.us
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April 10, 2012

Mr. Drew Reid e

Texas General Land Office .

P. 0. Box 12873 _:u..'.

Austin TX 78711.2873 e,

Re: State Lease MF 112939 .
RAL Lease dated 1/21/11 between State of Texas, Brennand Energy Ltd., Agent, sPhees
and Energen Resources Corporation e

Dear Drew:

This letter is in response to your letter dated March 12, 2012 to Ken Gray of this office regarding State
Lease MF 112939 which covers 106.67 net acres in the E2 Section 44, Block 57, T2, T&P RR Co. Survey,
Reeves County TX. | enclose a copy of the executed and certified lease for this property which shows a
bonus of $1,020.00 per acre with a total amount due to the State of Texas of $54,401.70. Energen
Resources Corporation’s check #366110 in the amount of $54,401.70 to the State of Texas cleared on

March 22, 2011.

We are unaware of any changes to the bonus amount due for this lease and have no documentation
that the lease is incorrect. If you have any further documentation regarding this transaction, please
forward it to me as soon as possible.

If you have any questions or comments, | can be reached at 432.687.0753.

Very truly yours,

C-

Chris Curry
Area Landman

CC/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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Drew Reid - FW: Bonus Check

From: Ken Gray <Ken.Gray@energen.com>

To: 'Drew Reid' <Drew.Reid@GLO.STATE.TX. US>
Date: 5/11/2012 2:45 PM

Subject: FW: Bonus Check

CC: Chris Curry <Chris.Curry@energen.com>

Drew,

| need to go back and check on my correspondence with Brennand. | believe that we made a trade on the
Brennand acreage long before the other leases taken and that is why the bonus were not the same. Anyway
that is my recollection. We have nothing in our file to show that the bonus paid was not the correct amount.
I'm sure we can get it sorted out. Thanks for your patience in this matter.

Kenneth H. Gray
District Land Manager

Energen Resources Corporation
3300 North "A" Street, Building 4,
Suite 100, Midland, Texas 79705

ken.gray@energen.com
432-687-0753 (O)
432-557-5611 (C)

From: Chris Curry

Sent: Friday, May 11, 2012 2:26 PM
To: Ken Gray

Subject: FW: Bonus Check

Ken,

| believe you took this information with you, but | wanted you to have a draft of the original email from Drew
Reid.

Thanks,

Chris

From: Drew Reid [mailto:Drew.Reid@GLO.STATE.TX.US]
Sent: Thursday, April 19, 2012 11:21 AM

To: Chris Curry

Subject: Re: Bonus Check

Chris,

file://C:\Documents and Setting... 2 5/11/2012



I have found the check and correspondence on the Brennand Energy , LTD. lease. The check number
is #366110, in the amount of $54,401.70, representing the States share of the bonus payment based on
$1020.00 per ac. bonus. The Brennand lease was not approved at $1020.00 per ac., it was approved for
$1500.00 per ac. This is reflected in the other four leases you have in MF-112939, being the Self Children
Management Tr., the Henke Pet Corp, the Margaret S. Shockley Tr. and the Jo Ann Shaw Barber Tr. MF-112939
covers the E/2 of Sec. 44, Blk. 57 T-2 in Reeves Co. Energen Res. owes the State an additional $25,600.80 in
bonus for the Brennand Energy lease, along with all the fee's for MF-112939, $100.00 processing fee and
$125.00 in filing fee's. You will also need to amend the Brennand lease to reflect the correct bonus amounts. If
you have questions please call me at 512-475-1534.

Thanks, Drew

>>> Chris Curry <Chris.Curry@energen.com> 4/18/2012 4:12 PM >>>
Drew,

Please review to see if this is the check you were looking for.

Also, | have a note that says "send Drew an email asking for a brief synopsis of the Bernard situation"?

I've been so busy lately, | honestly can't remember what the "Bernard situation" is exactly, but if you could
help me out here, | would greatly appreciate it.

Thanks,
Chris

Chris Curry

District Landman, CPL

Energen Resources Corporation

3300 North "A" Street Building 4, Suite 100

Midland, Texas 79705

Office: 432-818-1731, Fax: 432-687-1796, Cell: 432-813-6576
email: chris.curry@energen.com

file://C:\Documents and Setting... 2 5/11/2012



30 i
L UOISSIUIWO)) ‘uosianed ‘g ALaf
TTTSe -Palld 21eg
| o

b ebTll ON I

o))

0]



GENERAL LAND OFFICE

JERRY PATTERSON, COMMISSIONER

February 11, 2013

Ken Gray

Energen Resources

3300 North A St., Bldg. 4
Suite 100

Midland, Texas 79705

Re: State Lease MF 112939A RAL lease covering 320 ac., Sec. 44, Blk. 57, T&P Ry Co.
Survey, Reeves Co, TX, Brennand Energy Ltd., agent for
State of TX, Lessor

Dear Mr. Gray:

The General Land Office is in receipt of the certified copy of the referenced lease together with a
payment for $54,401.70.00 as the State’s one-half of the bonus consideration. However, the bonus
consideration due to the State for this lease is $80,002.50. Your remittance is short in the amount of
$25,600.80.

I am including a copy of an email from May 11, 2012 where this was discussed. You had stated
that you would look into the matter and get back with me. As of today’s date I have not had any
response.

If you have any questions feel free to contact me.

Sincerely yours,

>M %@
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, br.us
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PAYMENT IS MADE UNDER INSTRUMENT DESCRIBED BELOW, PLEASE DEPOSIT AMOUNT OF CHEECK TO THE CREDIT OF PARTY OR PARTIES NAMED

IGN 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/ Wells Fargo IAEﬂB Z ( ]
BIRMING
ENERGEN RESOURCES CORPORATION SHUT IN RECEIPT 8 6 3 O Page 1 of 1
. 605 Richard Arrington Bivd North
Birmingham, Alabama 35203-2707 DATE 03/03/2014 NO. 33693
Telephone (205) 326-8139
.:. LEASE RECORDS ACCOUNT i RENTAL PERIOD
LAL LI COUNTY STATE RECORDED-BOOK PAGE DATE OF LEASE MONTHS FROM TO
L ]
esdsrs REEVES TEXAS 887-429 04/26/11 12 04/26/14 04/26/15
o 9 AJS LEASE NUMBER ORIGINAL LESSOR IDENTIFICATION OR LEASE SERIAL NUMBER PAY EXACTLY
L ]
*edss® TX430352-09R |MARGARET SHOCKLEY TR ST OF TX $3,999.00
{ PAvoTE  STATE OF TEXAS receveoon, 0306 sl
g JSWEROF COMMISSIONER OF THE GENERAL LAND OFFICE
e 1700 NORTH CONGRESS AVENUE Rpﬁow
STEPHEN F AUSTIN BUILDING PRECIATION D8 MOROUA.
AUSTIN, TX 78701-1495 o
RECEIPT IS HEREBY ACKNOWLEDGED OF THE AMOUNT STATED PAYEE WILL PLEASE DATE, SIGN AND RETURN THIS RECEIPT
WH C S IN FULL SETTLEMENT OF RENTAL/SHUT-IN DUE PARTY BY NEXT MAIL. OFFICERS SIGNING FOR CORPORATIONS WILL
COVERING OUR INTERES’I’ IN OIL AND GAS PLEASE GIVE FULL NAME AND TITLE
LEASEDESCRBEOHERE
TO BE CREDITED TO RENTAIL AMOUNT BANK

ENERGEN RESOURCES CO** DELAY RENTALS **

STATE OF TEXAS $3,999.00
COMMISSIONER OF THE GENERAL LAND OFFICE

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

TRACT {
53220 }

T&PRR A-2458 57 T28 44

RENTAL PAYMENT

M E - U593 Yty
mMEI18937E ®)

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

WHEN SIGNED, PLEASE MAIL TO: RENTAL RECEIPT/ Wells Fargo _‘; O '
ENERGEN RESOURCES CORPORATION SHUT IN RECEIPT EE _AIQ-B ) 8 6 3 O Page 1 of 1
. 605 Richard Arrington Blvd North
Birmingham, Alabama 35203-2707 DATE 03/03/2014 NO. 33693
Telephone (205) 326-8139
P LEASE RECORDS ACCOUNT | RENTAL PERIOD
hey ! COUNTY STATE RECORDED-BOOK PAGE DATE OF LEASE MONTHS FROM TO
ve 'EREEVES TEXAS 887-429 04/26/11 12 04/26/14 04/26/15
: " " LEASE NUMBER ORIGINAL LESSOR IDENTIFICATION OR LEASE SERIAL NUMBER PAY EXACTLY
"3t TX430352-09R |MARGARET SHOCKLEY TR ST OF TX $3,999.00
p PAY TO THE STATE OF TEXAS ?HEE%EA%E?S?GEIWN ABOVE 20
2o HUFROF T COMMISSIONER OF THE GENERAL LAND OFFICE
St = 1700 NORTH CONGRESS AVENUE
STEPHEN F AUSTIN BUILDING NAME OF BANK, CORPORATION OR INDIVIDUAL
AUSTIN, TX 78701-1495 oy

RECEIPT IS HEREBY ACKNOWLEDGED 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

RENTAL AMOUNT BANK

st,sss.oo

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 78701-14%95
TRACT {
53220 }
T&PRR A-2458 57 T28 44
mMF -1 a9

PLEASE DETACH THIS PORTION BEFORE DEPOSITING THIS CHECK

7] THIS CHECK HAS A COLORED BACKGROUND AND CONTAINS MULTIPLE SECURITY FEATURES - SEE BACK FOR DETAILS

ENERGEN RESOURCES CORPORATION
605 Richard Arrington Blvd North

Wells Fargo
BIRMINGHAM, ALABAMA

3630

Q@ 4

Birmingham, Alabama 35203-2707 :
Teleg;gunaer?ZOS? 382??81 39 e OVOSI014
LEASE RECORDS ACCOUNT [ RENTAL PERIOD
COUNTY STATE RECORDED-BOOK PAGE  DATE OF LEASE _ MONTHS FROM 10
REEVES TEXAS 887-429 04/26/11 12 04/26/14 04/26/15
LEASE NUMBER ORIGINAL LESSOR IDENTIFICATION OR LEASE SERIAL NUMBER PAY EXACTLY
TX430352-09R |MARGARET SHOCKLEY TR ST OF TX $3,999.00

EXACPT@::Eas,999dOlSOOCtS

STATE OF TEXAS
COMMISSIONER OF THE GENERAL LAND OFFICE
1700 NORTH CONGRESS AVENUE

PAY TO THE
ORDER OF

STEPHEN F AUSTIN BUILDING ‘g‘ sE.'.-s,‘_?;
AUSTIN, TX 78701-1495 >
%‘.‘PFA 10“@
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RESDUREKE

March 5, 2014

State of Texas

Commissioner of the General Land Office

ATT: LINDA PRICE

1700 North Congress Avenue
Stephen F Austin Building
Austin, TX 78701-1436

RE:

Please find enclosed the rental payments due under the terms of the oil and gas leases
identified below for the month of April 2014.

File No. Amount Due Date CHECK #
TX430352-09R MF-112692 $3999.00 4-26-14 33693
TX430405-00R M-112431  $185,000.00 4-05-14 33695
TX430406-00R M-112471  $299,999.00 4-05-14 33696
TX430407-00R M-112472  $411,000.00 4-05-14 33697
TX430408-00R M-112473  $160,000.00 4-05-14 33698 -
TX430409-00R M-112474  $600,000.00 4-05-14 33699
TX430411-00R M-112476  $640,000.00 4-05-14 33700
TX430412-00R M-112458  $160,000.00 4-05-14 33701
TX430413-00R M-112461  $640,000.00 ~ 4-05-14 33702
TX430414-00R M-112462  $240,000.00 4-05-14 33703
TX430415-00R M-112463  $240,000.00 4-05-14 33704
TX430416-00R M-112481  $320,000.00 4-05-14 33705
TX430417-00R M-112455  $640,000.00 " 4-05-14 33706
TX430418-00R M-112456  $640,000.00 4-05-14 33707
TX430419-00R M-112457  $320,000.00 4-05-14 33708
TX430420-00R M-112459  $640,000.00 ~ 4-05-14 33709
TX430421-00R M-112460  $640,000.00 4-05-14 33710
TX430422-00R M-112465  $540,000.00 4-05-14 33711
TX430423-00R M-112464  $560,000.00 4-05-14 33712
TX430424-00R M-112466  $640,000.00 ~ 4-05-14 33713
TX430425-00R M-112467  $640,000.00 ~ 4-05-14 33714
TX430426-00R M-112468  $640,000.00 ~ 4-05-14 33715

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



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
Cathy Carter/Hitt
Lease Analyst [V

Alabama-Texas Properties
205-326-4373
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PAYMENT IS MADE UNDER INSTRUMENT DESCRIBED BELOW, PLEASE DEPOSIT AMOUNT OF CHECK TO THE CREDIT OF PARTY OR PARTIES NAMED

SIGN AND RETURN THIS RECEIPT ON THE DAY YOU RECEIVE |
CONFORM TO THE TERMS OF THE INSTRUMENT REFERRED TO WHEREIN YOU ARE NAMED DEPOSITORY

1 TrilS PAYMENT IS MADE IN A MANN%R T
WHEN SIGNED, PLEASE MAIL TO: RENTAL RECEIPT/ ::;':-:l:;smm
ENERGEN RESOURCES CORPORATION SHUT IN RECEIPT ‘ Page 1 of 1
3 605 Richard Arrington Blvd North
Birmingham, Alabama 35203-2707 DATE 07/02/2014 NO. 33854
Telephone (205) 326-8139
LEASE RECORDS ACCOUNT l RENTAL PERIOD
COUNTY STATE RECORDED-BOOK PAGE DATE OF LEASE MONTHS FROM TO
REEVES TEXAS 901-688 08/03/11 12 08/03/14 08/03/15
LEASE NUMBER ORIGINAL LESSOR IDENTIFICATION OR LEASE SERIAL NUMBER PAY EXACTLY
TX430352-11R |JO ANN SHAW BARBER TR ST OF TX $3,999.00
20
orognor. STATE OF TEXAS THE AMOUN SvOWN 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 -
PAYEE WILL PLEASE DATE, SIGN AND RETURN THIS RECEIPT

RECEIPT IS HEREBY ACKNOWLEDGED OF THE AMOUNT STATED
WHICH IN FULL

SETTLEMENT OF RENTAL/SHUT-IN DUE PAR BY NEXT MAIL._ OFFICERS SIGNING FOR CORPORATIONS WILL
PLEASE GIVE FULL NAME AND TITLE

1S
OVERING OUR INTEREST IN OIL AND GAS

NAMED Ci
LEASE DESCRIBED HEREIN
TO BE CREDITED TO RENTAIL AMOUNT BANK
ENERGEN RESOURCES CO** DELAY RENTALS **
$3,999.00

STATE OF TEXAS
COMMISSIONER OF THE GENERAL LAND OFFICE

1700 NORTH CONGRESS AVENUE
STEPHEN F AUSTIN BUILDING

AUSTIN, TEXAS 78701-1495
it P — 2T

53220
T&PRR A-2458 §7 T28 44 MF”aqqu 14715315
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Pi FASF NFTACH THIS PORTION BEFORE DEPOSITING THIS CHECK



PAYMENT 1S MADE UNDER INSTRUMENT DESCRIBED BELOW, PLEASE DEPOSIT AMOUNT OF CHECK TO THE CREDIT OF PARTY OR PARTIES NAMED

SIGN AND RETURN THIS RECEIPT ON THE DAY YOU RECEIVE IT.
CONFORM TO THE TERMS OF THE INSTRUMENT REFERRED TO WHEREIN YOU ARE NAMED DEPOSITORY

', ™ THIS PAYMENT IS MADE IN A MANNER T
WHEN SIGNED, PLEASE MAIL TO: . RENTAL RECEIPT/ ‘é‘;;’asa’&:m rr—
" ENERGEN RESOURCES CORPORATION SHUT IN RECEIPT ' Page 1 of 1
605 Richard Arrington Bivd North
Birmingham, Alabama 35203-2707 DATE 07/02/2014 NO. 33854
Telephone (205) 326-8139
LEASE RECORDS ACCOUNT | RENTAL PERIOD
COUNTY STATE RECORDED-BOOK PAGE DATE OF LEASE MONTHS FROM TO
REEVES TEXAS 901-688 08/03/11 12 08/03/14 08/03/15
LEASE NUMBER ORIGINAL LESSOR IDENTIFICATION OR LEASE SERIAL NUMBER PAY EXACTLY
TX430352-11R |[JO ANN SHAW BARB@I_Q TR ST OF TX $3,999.00
R E N 29
orotror  STATE OF TEXAS e AMOURT GHOWN ABOVE
COMMISSIONER OF THE GENERAL LAND OFFICE
1700 NORTH CONGRESS AVENUE NAME OF BANK, CORPORATION OR INDIVIDUAL
STEPHEN F AUSTIN BUILDING :
AUSTIN, TX 78701-1495 -
PAYEE WILL PLEASE DATE, SIGN AND RETURN THIS RECEIPT

RECEIPT IS HEREBY ACKNOWLEDGED OF THE AMOUNT STATED
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 TITLE

LEASE DESCRIBED HEREIN
TO BE CREDITED TO RENTAL AMOUNT BANK
ENERGEN RESOURCES CO** DELAY RENTALS +**
STATE OF TEXAS $3,999.00
COMMISSIONER OF THE GENERAL LAND OFFICE See
® 0
(1Y

1700 NORTH CONGRESS AVENUE
STEPHEN F AUSTIN BUILDING

AUSTIN, TEXAS 78701-1495 .
s a2 e,
T&PRR A-2458 57 T2S 44 -} ik - i
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PLEASE DETACH THIS PORTION BEFORE DEPOSITING THIS CHECK

ENERGEN RE RCES C N Wells F
g S S SURRRESTO BIRMIN(E‘:H:M. aArlggAMA ' No-'-f :Zs? 1 5 3 1 5

605 Richard Arrington Blvd North
Birmingham, Alabama 35203-2707 b
Teueg;%nl"Zzos? 352235139 DATE. 07{02" 2014
LEASE RECORDS ACCOUNT { RENTAL PERIOD
COUNTY STATE RECORDED-BOOK PAGE DATE OF LEASE MONTHS FROM TO
REEVES TEXAS 901-688 08/03/11 12 08/03/14 08/03/15
LEASE NUMBER ORIGINAL LESSOR IDENTIFICATION OR LEASE SERIAL NUMBER PAY EXACTLY
TX430352-11R |JO ANN SHAW BARBER TR ST OF TX $3,999.00
exactr k9 3,999dols00cts
PAYTOTHE  STATE OF TEXAS M / [Z,é,/ /
COMMISSIONER OF THE GENERAL LAND OFFICE TREASURER
1700 NORTH CONGRESS AVENUE £ SENS,, /‘ 2 4 é
STEPHEN F AUSTIN BUILDING & > L
AUSTIN, TX 78701-1495 £
Peq 10
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July 09, 2014

State of Texas

Commissioner of the General Land Office
1700 North Congress Avenue

Stephen F Austin Building

Austin, TX 78701-1436

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 August, 2014.

Check No File No. Lessor Amount Due Date

33852 & 33853  TX430332-01R  E Hayes Sieber $320.0 8-03-14

111892A Stof TX
33854 TX430352-11R  Jo Ann Shaw $3,999.00 8-3-14
MF-112692

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.

Cathy Carter Hitt
Energen Resources Corporation
Lease Analyst IV

ALABAMA & TEXAS PROPERTIES
205-326-4374

Yours truly,

CCOCEe

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