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Block 56
Block Name

Township 3-S
Section/Tract 10
Land Part \

Par: Description
Acres 80

Depth below Depth Above Depth Other
0 3487, 3500 See Lease

Leasing: % 5% Name SLEDGE BROS OIL CO
Analyst: Lease Date 12/14/2012

Primary Term e

Bonus (£ $1,200.00

Rental (8) $0.00
DocuShare: Lease Royalty 0.1000
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Transaction # 7707 Gaolopist:
lesgor  Sharon Darcy lpage Date:  12/14/2012 w -
Lesses: Sledge Bros. Qil co. Bross Acres: 80
Net Acres: 80
LEASE DESCRIPTION
Gounty PN BasaFileNo Part Sac. Biock Twp Survey Abst#

REEVES @Y o0 soacof 10 55 035 T&PRYCO 3247

L /e

TERMS OFFERED TERMS RECOMMENDED

Primary Term: 3 months Primary Term 3 months

Bonus/Acre: $25.00 Bonus/Acra $25.00

Rental/Acre: $0.00 Rental/Acra $0.00

Royalty: 15 Royaity 1/5

COMPARISONS

MF # Lesses Date Term  Bonus/Ac.  Rental/Ac.  Royaity  Distance

Last Lsasa

Comments: Re-enter two wells, one is surface to 3487' and the other is surface to 3500'. Lease will be from the
surface to 3500 feet. No recent nearby comparisons.

et SR )10\,

Wednesday, January 09, 2013
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~ RELINQUISHMENT ACT LEASE APPLICATION

Texas General Iand Office Jerry Patterson, Commissioner

TO: Jerry Patterson, Commissioner DATE:  09-Jan-13
Larry Laine, Chief Clerk
Bill Warnick, General Counsel

Louis Renaud, Deputy Commissioner

FROM: Robert Hatter, Director of Mineral Leasing

Tracey Throckmorton, Geoscience Manager

Applicant:  Sledge Bros. Oil co. County: REEVES
Prim. Term: 3 months Bonus/Acre $25.00
Royalty: 1/5 Rental/Acre $0.00

Consideration

Recommended: /7 e 4 Date: //25/,3

Not Recommended:

Comments: Re-enter two wells, one is surface to 3487 and the other is surface to 3500'. Lease will be from the

surface to 3500 feet. No recent nearby comparisons.
Mése Form

Recommended: g@)ff— Date: 4/ 25'//_?

Not Recommended:

Comments:

Louis Renaud. Deputy Commissioner Date: 2~/ 3=
Recommended: e £ 2

Not Recommended:

-
Bill Warnick, General Counsel Date: E%Z / 5 {é 3
Recommended: ?{ ﬁ’l\/

Not Recommended:

Larry Laine, Chief Clerk Date: Z}"”’P
Approved:

Not Approved:
Jerry Patterson, Commissione Date: ZX’C’O//&
Approved:

Not Approved: h




FileNo. _[1LT2S

I
PAL Sleet
Date Filed:__\1€ 53
Jerry E. Patterson, Commissioner
By <3
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Relinquishment Act Lease Form ; . . e L2 e REEVES COUNTY, TEXAS
Ravietel, Septamber 1307 AN SRS * Jan 17, 2012 at 04:27-:00 PM

ME I ¥725

Austin, Texas

OIL AND GAS LEASE
THIS AGREEMENT is made and entered into this l':l day of. ( Xoem bt’,[ 20_ 2_ | between the State of Texas, acting
by and through its agent, S\\Qc (oA “uc c_u
of o Na® WMWY 6\ Naen Seaae M B\

(Give Permanent Address)

said agent herein referred to as the owner of the soil (whether one or more), and § Lﬁa se ‘g}tns Qi Cg .
of 533 S AN Q;m,‘ 303 ﬁg,gm;i v NG x5 IS e WS hereinafter called Lessee.

(Give Permanent Address)

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

performed by Lessee under this lease, the State of Texas acting by and through the owner of the soil, hereby grants, leases and lets unto Lessee, for

»e e 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
JSituated in $ e S County, State of Texas, to-wit:

sased " APL yi-389- 00747
» Bl of ame N[n o} Sechion 10, %o Yhe Bepn oF 3MBT yoow Yhe Surtace

2 %5 oand e Wl o} e Ny ot Seowon 10 ,%0 A Negn o & 3500 Dulow-

Ihe suctkce |, sad  Sedkion 1O \ing 10 QD\\QSQ;,—\'“} TR Q\\;Lo-&ufuw ,,-'/
s QNeawes Courw.‘ ) Yexus . 4

i ".',contalnmg al®) acres, more or less. The bonus consideration paid for this lease is as follows: A PT {42+ 3 5) g-)0l 31
To the State of Texas: _one Mhausand  dalore,
Dollars ($___ 1,000 29 )

To the owner of the soil: _ ne SNHVSo nA So\ars
Dollars ($___},000 20 )

Total bonus consideration: ~yua0  X\MauSaAd  AalNars

Dollars ($5___Q) .noo.° i )

The total bonus consideration paid represents a bonus of woe '}T\'\m:\_g._&_&\\ Qrs

Dollars ($ aS.°° ) per acre, on 8 (9] net acres.

2. TERM. Subject to the other provisions in this lease, this lease shall be for a term of —’) Manrn 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 aulhonzed commercial use of the substance(s)
covered exceed out of pocket operational expenses for the six months last past. : orrect
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3. DELAY RENTALS. If no well is commenced on the leased premises on or before one (1) year from this date, this lease shall terminate,
unless on or before such anniversary date Lessee shall pay or tender to the owner of the soil or to his credit in the

Bank, at .

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

To the owner of the soil:

Dollars ($ )

To the State of Texas:
Dollars ($ ) L

Total Delay Rental: S O .
Dollars ($ )

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

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

(A) OIL. Royalty payable on oil, which is defined as including all hydrocarbons produced in a liquid form at the mouth of the well and also as
all condensate, distillate, and other liquid hydrocarbons recovered from oil or gas run through a separator or other equipment, as hereinafter provided,
shall be 5\ =9 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

:'-': ssuch terms and conditions as they prescribe.
»

T (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 “ < part of the gross production or the market value thereof, at the
»2%, 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
@ e%as 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

o  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.

-]
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(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 \i S 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, burning or any other processing shall be g] S 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
royaities 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
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due and payable on or before the last day of the month succeedini the annlvegm;y datejof thilease a sum equal to the total annual rental less the

amount of royalties paid during the preceding year. If Paragraph 3 of this:eaaoeces nétSpechy a delay rental amount, then for the purposes of this
paragraph, the delay rental amount shall be one dollar ($1.00) per acre.
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6. ROYALTY IN KIND. Notwithstanding any other provgsion in, this J&ase, at?anyotir;e or from time to time, the owner of the soil or the
Commissioner of the General Land Office may, at the option of eithersupor®fat 128than ¥hty (80) 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.

LY

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 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 preduction,
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 to accrue when the royalty is sixty (60) days overdue.
Affidavits and supporting documents which are not filed when due shall incur a penalty in an amount set by the General Land Office administrative rule
which is effective on the date when the affidavits or supporting documents were due. The Lessee shall bear all responsibility for paying or causing
royalties to be paid as prescribed by the due date provided herein. Payment of the delinquency penalty shall in no way operate to prohibit the State's
right of forfeiture as provided by law nor act to postpone the date on which royalties were originally due. The above penalty provisions shall not apply in
| — cases of title dispute as to the State's portion of the royalty or to that portion of the royaity in dispute as to fair market value.
L -
= = 10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually furnish the Commissioner of the General Land Office
»saae owith 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
« %, eld in confidence by the General Land Office unless otherwise authorized by Lessee. All other contracts and records pertaining to the production,
® e<9ransportation, 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.

o

R (B) PERMITS, DRILLING RECORDS. Written notice of all operations on this lease shall be submitted to the Commissioner of the General
° :Land Office by Lessee or operator five (5) days before spud date, workover, re-entry, temporary abandonment or plug and abandonment of any well or
wells. Such written notice to the General Land Office shall include copies of Railroad Commission forms for application to drill. Copies of well 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 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 penaity 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 proguction of oil or gas should cease for any cause,
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Lessee's rlghts shall remain in full force and effect without further ® "Eeralmns uan the qmra‘\lph of the primary term; and if Lessee has not resumed
production in paying quantities at the eéxpiration of the primary {& 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 il 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 wells are prosecuted in good faith and in workmanlike manner without interruptions totaling more
than sixty (60) days during any one such operation, and if they result in the production of oil and/or gas, so long thereafter as oil and/or gas is produced
in paying quantities from said land, or payment of shut-in oil or gas well royalties or compensatory royalties is made as provided in this lease.

13. CESSATION, DRILLING, AND REWORKING. If, after the expiration of the primary term, production of oil or gas from the leased
premises, after once obtained, should cease from any cause, this lease shall not terminate if Lessee commences additional drilling or reworking
operations within sixty (60) days after such 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 (1/2) to the Commissioner of the General Land Office and one-
half (1/2) to the owner of the soil. If the shut-in oil or gas royalty is paid, the lease shall be considered to be a producing lease and the payment shall
extend the term of the lease for a period of one year from the end of the primary term, or from the first day of the month following the month in which
production ceased, and, after that, if no suitable production facilities or suitable market for the oil or gas exists, Lessee may extend the lease for four

56 e MOLE successive periods of one (1) year by paying the same amount each year on or before the expiration of each shut-in year.
e o -
® * 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
s0eeacsold 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
S “eservoir, 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
2 °%he 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
s 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
4 2-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.

oooceo0
o

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

(A) VERTICAL. In the event this lease is in force and effect two (2) years after the expiration date of the primary or extended term it shall then
terminate as to all of the leased premises, EXCEPT (1) 40 acres surrounding each oil well capable of producing in paying quantities and 320 acres
surrounding each gas well capable of producing in paying quantities (including a shut-in oil or gas well as provided in Paragraph 14 hereof), or a well
upon which Lessee is then engaged in continuous drilling or reworking operations, or (2) the number of acres included in a producing pooled unit
pursuant to Texas Natural Resources Code 52.151-52.154, or (3) such greater or lesser number of acres as may then be allocated for production
purposes to a proration unit for each such producing well under the rules and regulations of the Railroad Commission of Texas, or any successor
agency, or other governmental authority having jurisdiction. If at any time after the effective date of the partial termination provisions hereof, the
applicable field rules are changed or the well or wells located thereon are reclassified so that less acreage is thereafter allocated to said well or wells for
production purposes, this lease shall thereupon terminate as to all acreage not thereafter allocated to said well or wells for production purposes.
Notwithstanding the termination of this lease as to a portion of the lands covered hereby, Lessee shall nevertheless continue to have the right of ingress
to and egress from the lands still subject to this lease for all purposes described in Paragraph 1 hereof, together with easements and rights-of-way for
existing roads, existing pipelines and other existing facilities on, over and across all the lands described in Paragraph 1 hereof (‘the retained lands”), for
access to and from the retained lands and for the gathering or transportation of oil, gas and other minerals praduced from the retained lands.
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(B) HORIZONTAL. In the event this lease is in force ancﬁ.effed (B years aler thg’expiration date of the primary or extended term it shall
further terminate as to all depths below 100 feet below the total d'epfh drilled (hereinafter “"deeper depths”) in each well located on acreage retained in
Paragraph 16 (A) above, unless on or before two (2) years after the primary or extended term Lessee pays an amount equal to one-half (1/2) of the
bonus originally paid as consideration for this lease (as specified on page 1 hereof). If such amount is paid, this lease shall be in force and effect as to
such deeper depths, and said termination shall be delayed for an additional period of two (2) years and so long thereafter as oil or gas is produced in
paying quantities from such deeper depths covered by this lease.

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

17. OFFSET WELLS. Neither the bonus, 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, 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, Lessee may recover the

3% o Jcost of these payments from the rental and royalties due the owner of the soil.

» -

P 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
e*%a Sothe Commissioner of the General Land Office of the State of Texas shall be likewise proportionately reduced. However, before Lessee adjusts the
e eeroyalty 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 preduction 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

©5°°® 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.
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25. POLLUTION. In developing this area, Lessee shall uie the Rihest*degree ¥ caresand all proper safeguards to prevent pollution. Without
limiting the foregoing, pollution ‘of coastal wetlands, natural waterways, M98rs*2rfd imJ38Unded water shall be prevented by the use of containment
facilities sufficient to prevent spillage, seepage or ground water contamination. In the event of poliution, Lessee shall use all means at its disposal to
" recapture all escaped hydrocarbons or other pollutant and shall be responsible for all damage to public and private properties. Lessee shall build and
maintain fences around its slush, sump, and drainage pits and tank batteries so as to protect livestock against loss, damage or injury; and upon
completion or abandonment of any well or wells, Lessee shall fill and level all slush pits and cellars and completely clean up the drilling site of all rubbish
“thereon. Lessee shall, while conducting operations on the leased 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 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 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 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;

s (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;
secabe (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.
oo e
Mo Tt 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
e« 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
ammediately prior to such surrender; however, such release will not relieve Lessee of any liabilities which may have accrued under this lease prior to the

®3°°° Surrender of such acreage.

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

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

31. FIDUCIARY DUTY. The owner of the soil owes the State a fiduciary duty and must fully disclose any facts affecting the State’s interest in
the leased premises. When the interests of the owner of the soil conflict with those of the State, the owner of the soil is obligated to put the State’s
interests before his personal interests.

32. FORFEITURE. If Lessee shall fail or refuse to make the payment of any sum within thirty days after it becomes due, or if Lessee or an
authorized agent should knowingly make any false return or false report 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 knowingly fail or refuse to furnish the General



. see
. .
.. ¢'a® ' e .

Land Office a correct Iog of any well, or if Lessee shall knowingly vlate any “of the matm:al mo@smns of this lease, or if this lease is assigned and the
assignment is not filed in the General Land Office as required, by law s4he ﬂghw aeqired® 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 il 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 1, Chap. 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 either of them upon the same terms as shall be approved
by the School Land Board and the Commissioner of the General Land Office for the pooling or unitizing of the interest of the State under this lease
pursuant to Texas Natural Resources Code 52.151-52.154. The owner of the soil agrees that the inclusion of this provision in this lease satisfies the
execution requirements stated in Texas Natural Resources Code 52.152.

35. INDEMNITY. Lessee hereby releases and discharges the State of Texas and the owner of the soil, their officers, employees, partners,
agents, 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 ham, 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, inciuding 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
o 0ae § 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
o the activities of Lessee, its officers, employees, and agents as described above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF
es_ ¢ THE INDEMNITY OBLIGATIONS AND\OR LIABILITIES ASSUMED UNDER THE TERMS OF THIS AGREEMENT SHALL BE WITHOUT LIMITS AND
s s 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.
o

36. ENVIRONMENTAL HAZARDS. Lessee shall use the highest degree of care and all reasonable safeguards to prevent contamination or
°°°"poliul:on 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 (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
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38. EXECUHON This oil and gas lease must be signed aﬁd aEknm?ledged by lh.e Lessge before it is filed of record in the county records and
in the General Land Office of the State'of Texas. Once the filing requdremenladoufidsin Pangaph 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.

LESSEE ,

BY:

Title: 'Q(M Aae

Date: \}\ ;‘b Yhe

STATE OF TEX&S STATE OF TEXAS
BY: 20 A BY:

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

Date: ___{ b !L o] 12 Date:
STATE OF TEXAS STATE OF TEXAS
BY: BY:

Individually and as agent for the State of Texas
Date:

Individually and as agent for the State of Texas
Date:
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STATE OF 6 (CORPORATION ACKNOWLEDGMENT)
COUNTY OF W/ 2L/ en (/
BEFORE ME, the undersigned authority, on this day personally appeared ﬂ €. /[ J / £ / ?b

4 s
known to me to be the person whose name is subsgribed to the foregoing instruments as w3, Sed Fe /6 a5, 2L Co .
of iF rtrt, 7 €X and acknowledged to me that he
executed the same for'the purposes and consideration therein expressed, in the capacity stated, and as the act and deed of said corporation.

ek )
Given under my hand and seal of office this lhe::Zé day of £ ég et bor ,20_/ 2~
i “.‘lll"u,’" C’m P g..//

S DARLA M. RIVERA / i9 ) —@
{ZF MY COMMISSION EXPIRES otary Public in and for CMJ Eo .
OIS November 17, 2013

STATE OF (CORPORATION ACKNOWLEDGMENT)

COUNTY OF

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

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

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

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

Notary Public in and for

-/
v o STATEOF __ LLN6W (INDIVIDUAL ACKNOWLEDGMENT)
| I -
' " _COUNTY OF él& P@
Doe9oed
.. BEFORE ME, the undersigned authority, on this day personally appeared JJJA-M D M‘&/’
o0 0.

] o @
o eeknown to me to be the persons whose names are subscribed to the foregoing instrument, and acknowledged to me that they executed the same for the

purposes and consideration therein expressed.

o w :1 =
- Given under my hand and seal of office this the [{4 day of ,&Mﬂ[‘__&;& 20/ 7

DEBORAH JEAN MACHRISTIE M.—WL DT Ypehnpdl
Notary Publc, State f T -
Wy Co?wmi&sion E.xpir:s 02_;“3?013 Notary Public in and ({r MM
STATE OF (INDIVIDUAL ACKNOWLEDGMENT)
COUNTY OF

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

known to me to be the persons whose names are subscribed to the feregaing.instrument,-and-acknowledged io-me-that they executed the same for the

purposes and consideration therein expressed. - R T B i
Given under my hand and seal of office this the day of , 20 -
erroT i Iatsd > Y EROOI!Y
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atterson, Commissioner

11428
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Jerry P
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File No
(erqe
Date Filed

By

THE STATE OF TEXAS
COIJ‘N‘I‘YOFREBVEsdo !.Dhnnao Fluu.cmi;fdncom!ycmhmd

fiTed £ nenrdilmyoﬁieclhll .
- & 1L M.mu-'-u-m. o200
A .

inst No. 13-00402
DIANNE O.
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sENERAL LAND OFFICE

JERRY PATTERSON, COMMISSIONER

May 31, 2013

Joe Sledge

Sledge Brothers Oil Co.
192 SW Hwy 302
Kermit, Texas 79745

Re: State Lease MF 114725 RAL Lease dated December 14, 2012 recorded in Doc. 13-
00402, covering 80 ac., Sec. 10, Blk. 56, T-3, T&P Ry. Co.
Survey, Reeves Co., TX, Sharon Darcy, agent for State of TX,
Lessor

Dear Mr., Sledge:

The certified copy of the Relinquishment Act lease covering the above referenced tract has been approved
and filed in our records under Mineral File numbers MF-114725. Please refer to this lease number when
making payments to the State and in all future correspondence concerning the lease. Failure to
include the mineral file number may delay processing of any payments towards the lease.

There are several contractual and statutory responsibilities for the Lessee which are material provisions of the
lease as outlined in the agreement such as Section 10(B) which requires submission of written notice for all
drilling, production and related activities. When forms are filed with the Texas Railroad Commission, they
are required to be submitted to the General Land Office as well. Examples are W-1, Application to Drill; W-
2, Oil Well Completion Report and Log: G-1, Gas Well Completion Report and Log; W-3, Plugging Report;
G-5, Gas Well Classification Report; G-10, Gas Well Status Report; W-10, Oil Well Status Report; W-12,
Inclination Report; electric logs; directional surveys.

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

Your remittance of $1,000.00 has been applied to the State’s portion of the cash bonus. We are also in
receipt of your filing and processing fees.

Sincerely yours,

Lo b ) Cnos-

Deborah A. Cantu

Mineral Leasing, Energy Resources
(512) 305-8598
deborah.cantu@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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BARRY T. SMITHERMAN, CHAIRMAN
DAVID PORTER, COMMISSIONER
CHRISTI CRADDICK, COMMISSIONER

RAILROAD COMMISSION OF 'TEXAS

HEARINGS DIVISION
April 3, 2013

COLIN K. LINEBERRY, DIRECTOR

Sledge Bros. Oil Co.
Attn Jodi Sledge

PO Box 953
Midland, TX 79702

Re:  Complaint File No. 2012-111
Norcop, A. W., DX (14886) Lease, Well Nos. W and 2, Ken Regan (Delaware) Field,
Reeves, County, Texas — RRC District 08

Dear Mr. Sledge:

As you will recall, the plugging extensions for these two wells had been cancelled. After
cancellation, I gave Sledge Bros. the opportunity to submit additional information or request a
hearing prior to February 2T, 2013. On February 14, 2013, I received a copy of an Oil and Gas
Lease from Carl Bonn at the General Land Office. This lease is between the State of Texas, as
lessor, and Sledge Bros. Oil Co., as lessee. The lease, entered into on December 14, 2012, has a
primary term of three months and continues in force as long thereafter as oil and gas is produced
in paying quantities. The leased premises, 80 acres in Reeves County with certain depth
restrictions, matches the location of the two referenced wells.

Based on this submission, I have determined that evidence of a currently valid oil and gas
lease has been provided. Therefore, Sledge Bros. has established that it has a good faith claim to
a continuing right to operate these two wells. Accordingly, we will remove the “no good faith
claim” code that is currently attached to the wells.

I now consider this complaint file to be closed.
Sincerely,
Michael R. Crnich
Hearings Examiner

ees Carl Bonn
Texas GLO
PO Box 12873
Austin, TX 78711

1701 NORTH CONGRESS AVENUE * POST OFFICE BOX 12967 * AUSTIN, TEXAS 78711-2967 * PHONE: 512/463-6924 * FAX: 512/463-6989
TDD 800/735-2989 OR TDY 512/463-7284 * AN EQUAL OPPORTUNITY EMPLOYER * HTTP:/WWW.RRC.STATE. TX.US



File No._ | L4725
KR eramm;_ LAy

Date Filed:__ ¥~ 3~/ 3

Jerry Pattersgn_Commissioner

By . oan




From: Carl Bonn

To: Arellano, Jesse

CccC: Cantu, Deborah; Conway, Mark; May, Mike; Saenz, Alex; Sump, Dale; W...
Date: 5/3/2013 3:34 PM

Subject: Sledge Brothers - MF114725 & MF031461 Reeves County

Attachments: Bonn, Carl.vcf
Debbie,

The new lease MF114725 contains 80 acres; 40 acres (0-3.500") around AP| 42-389-10131 and 40 acres
(0-3.487") around 42-389-00947 - both producing under RRC Ise # 08-14886. However, depths are limited
from surface to 3500' for both 40 acre tracts since Globase cannot account for different depths under
same lease.

The lease description covers the full 320 acres "E/2N/2 and W/2N/2 of Section 10" but states "containing
80 acres, more or less".

Sledge Brothers temporally lost production and MF031461 covering 320 acres terminated effective
11/1/04 and is now replaced by producing MF114725 covering only 80 acres.

Thanks,
Carl

Carl Bonn, CPL

Landman

Energy Resources

Texas General Land Office

PO Box 12873 Austin, TX 78711

(512) 463-5407 - Office (512) 475-1543 - Fax
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*e ONLINE SYSTEM

Production Reports

PR Queries Home New Lease ID's Built Query

Query Results Production by Lease

A =g LS g N g N ¢ e i M
Current Operator: SLEDGE BROS. OIL CO. (787409) District: 08
Field: KEN REGAN (DELAWARE) RRC Identifier: 14886
. Lease: NORCOP, A. W., DX Gas Well #:
| Prod Month Range: Jan 2010 - Jul 2014 Lease Type: oil
Showing: 25 - 36 of 55 results
P Qil/Condensate (Whole Barrels) _G;§/Casingl:|ead Gas - MCF
On Hand Disposition On Hand Disposition
Prod Commingle | Beginning End of Formation
Month Permit No. | of Month |Production| Volume Code Month Production Volume Code
01/2012 204 1 205 5 5| 02
02/2012 205 1 206 5 5 02 |
03/2012 206 1 207 126 126| 02 |
04/2012 207 1 208 148 148| 02
05/2012 208 2 210 118 118| 02
06/2012 210 2 212 108 108| 02
07/2012 212 2 214 94 94| 02
08/2012 214 2 216 125 125 02
09/2012 216 27 243 187 187 02
10/2012 243 9 252 209 209 02
11/2012 252 12 173] 01 91 48 48 02
12/2012 | 91 10 | 101 73 L 73] 02 |
\
Return | [ <Previous ][ Next>] | Page: 12345 of 5 }
Lease Comments
none ‘
éol% QQ..G;‘&A"QJOUM | RRC Online Home | RRC Home | Contact

H/zo | 2.

http://webapps.rre.state.tx.us/PR/publicQueriesMenuSubmitAction.do?pager.offset=24&sub...  8/7/2014



*De ONLINE SYSTEM

Production Reports

PR Queries Home

New Lease ID's Built Query

Query Results Production by Lease

Field:
Lease:

Current Operator:

SLEDGE BROS. OIL CO. (787409)
KEN REGAN (DELAWARE)

NORCOP, A. W., DX

Prod Month Range: Jan 2010 - Jul 2014

District:
RRC Identifier: 14886
Gas Well #:
Lease Type:

08

oil

Showing: 37 - 48 of 55 results

Oil/Condensate (Whole Barrels) Gas/Casinghead Gas - MCF
On Hand Disposition On Hand Disposition
Prod Commingle | Beginning End of Formation
Month Permit No. | of Month |Production| Volume Code Month Production Volume Code
01/2013 101 8 109 42 42| 02
02/2013 109 59 168 84 84| 02
03/2013 168 102 175| 01 95 48 48| 02
04/2013 95 0 95 23 23| 02 |
05/2013 95 118 213 18 18] 02 |
06/2013 213 61 162| 01 112 3 3| 02
07/2013 112 68 180 17 17| 02
08/2013 180 48 170| 01 58 22 22| 02
09/2013 58 26 84 22 ‘ 22| 02
10/2013 84 16 100 16 16| 02
11/2013 100 72 172 17 17| 02
12/2013 172l a4 173 01 43 18] 18 02
" Return < Previous Next > | Page: 12345 of 5

none

Lease Comments

Disclaimer | RRC Online Home | RRC Home | Contact

http://webapps.rre.state.tx.us/PR/publicQueriesMenuSubmitAction.do?pager.offset=36&sub... 8/7/2014




*De ONLINE SYSTEM

Production Reports

PR Queries Home

New Lease ID's Built Query

Query Results Production by Lease

Field:
Lease:

Current Operator:

SLEDGE BROS. OIL CO. (787409)
KEN REGAN (DELAWARE)

NORCOP,

A. W., DX

Prod Month Range: Jan 2010 - Jul 2014

District:

RRC Identifier: 14886

08

Gas Well #:

Lease Type:

oil

l none

r
| Lease Comments

http://webapps.rre.state.tx.us/PR/publicQueriesMenuSubmitAction.do?pager.offset=48&sub... 8/7/2014

Disclaimer | RRC Online Home | RRC Home | Contact

Showing: 49 - 55 of 55 results
OiI/Coﬁdensate (Whole Barrels) - j G:s/Casinghead Gas - MCF
On Hand Disposition On Hand Disposition
Prod Commingle | Beginning End of Formation
Month Permit No. | of Month |Production| Volume Code Month Production Volume Code
01/2014 43 49 92 12 12| 02
02/2014 92 43 135 14 14| 02
03/2014 135 43 178 0
04/2014 178 38 164 01 52 8 8| 02
05/2014 52 39 91 6 6| 02
06/2014 NO REPORT ON FILE
| 07/2014 | NOREPORTONFLE = 0000000000 |
Return [ < Previous] | Page: 12345 of § |
|
[
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SENDER: COMPLETE THIS SECTION

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

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

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

Sladgm DrosOi\ Co
DO Bok ABD

COMPLETE THIS SECTION ON DELIVERY

A. Signature /_! |
/ / %ﬂﬂgent
x7//fz UKJ{{ Z(i",- Addresse
B. | ec'aived rinteg Nai C. Date of Deliver
lioby Y b e | 9-JK

D. Is fnvery address differget from item 17 (1 Yes "/
If YES, enter delivery address below: 1 No

MF 144935
ndvaa Char\on

dland, T T 1702
Mid A "~

3. Service Type
O Certified Mail  [J Express Mail
[ Registered [ Return Receipt for Merchandis
O Insured Mail [ C.O.D.

4. Restricted Delivery? (Extra Fee) O Yes

2. Article Number
(Transfer from service label)

¢007 0710 0O0O0OO0 5379 0578

PS Form 3811. Februarv 2004

Domestic Return Recaint

1N2RASNI M- 1R
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Texas General Land Office

.rye . *1)= PO Box 12873

Reconciliation Billing PR - mpyr

(800) 998-4456

Jerry Patterson, Commissioner 7:30 - 5:30 M-F

Sledge Bros Qil Co F,L E nﬁ E{IIHQ Date: 8/13/2014

PO Box 953 Billing Due Date: 9/12/2014
Midland, TX 79702-0953 Customer Number: C000035693

Oil Royalty Total Due
14100509 MF114725 { $114.95 $0.00 $300.00 $4.72|  $419.67|
14100510 MF114725 l $0.00 $6,606.79 $660.68 $224.58 $7,492.05|
Total Due l Ry $114.95|  $6,606.79]  $960.68| $229.30 $7,911.72

Penalty and interest have been calculated thru 8/31/2014. Payment remitted after 8/31/2014 will
result in additional penalty and interest charges.

Contact Info: Andrea Charlton (512) 463-5190 or andrea.charlton@glo.texas.gov

NOTICE
» Please update GLO1 and GLO2 production reports to correct volumes.

* Please do not update GLO3 report to include billed royalty, penalty or interest. This receivable has already
been recorded.

» For other royalty reporting questions, visit http://www.glo.texas.gov, call (512) 463-6850 or email us at
glo123@glo.texas.gov.

This notice does not constitute an Audit Billing Notice as defined in Section 52.135 of the Texas Natural Resources Code and, consequently,
does not preclude the TGLO from conducting further examinations of these leases, time periods or issues.

Detach and return with payment

Reconciliation Billing

Sledge Bros Qil Co Remit Payment To:
Billing Date: 8/13/2014 Texas General Land Office
Billing Due Date: 9/12/2014 PO Box 12873
Customer Number: C000035693 Austin, TX 78711-2873

Invoice Mineral File Gas Royalty Oil Royaltyl Penaltyl Total Due
14100509 MF114725 $114.95 $0.00 "~ $300.00 $4.72| $419.67|
14100510 MF114725 $0.00 $6,606.79 $660.68 $224,58 $7,492.05
Total Due $114.95 $6,606.79 $960.68 $229.30 $7,911.72

Amt. Paid




Energy Financial Management
SMAR Activity / Invoicing Approval

Auditor/Account Examiner: Andrea Charlton

Company Name:
Customer Number:
Mineral File #:
Transaction Type:
Other / Invoice #:

SLEDGE BROS. OIL CO.
C000035693

MF114725

Volume Reconciliation

Previous Amount Current Amount Date AE / Reviewer’s Notes Reviewer’s Signature AR Notes
NON-PAYMENT OF
$7,492.05 08/01/14 ROYALITIES. ?///30/5/
{

All original invoices must be approved.
All reductions in billing of more than $1000 must be approved.




Customer ID: C000035693

Invoice Number: Auditor/AE: Acharlto
GLO Lease: MF114726 Billing Date: 8/1/2014
GLO Review: SLEDGE BROS. OIL COMPANY P&l Calculation Date: 8/31/2014
Review Period: JANUARY THRU DECEMBER 2013 Royalty Rate: 10.00%
1 2 3 4 5 6

T N 3 e T Rayalty of | Tntorest Rate | 7

art leiﬂﬂﬁ l i ‘- - é 3 "ng. 5 :w l] F i

& .ﬁ‘j ®it l |l H i# il B

\ H Al 1 ¥ sl 1 E 1 iz

HH 2l 1 -0k [ SR N | T 3 4)* Rate b ) i L8 } B o LTS A BT e m#(llﬂ)ﬂii) |

08-14889 175.00 1.00000000 $ 092450000 $16,178.75 $1,617.688 $0.00 $1,617.88 483 4.250000% $161.79 $79.87 $1,859.54

08-14889 162.00 | 1.00000000 | $ 94.950000 $15,381.90 $1,538.19 $0.00 $1,5638.19 391 4.250000% $153.82 $59 46 §1,751.47

08-14889 170.00 | 1.00000000 | § 105.900000 $18,003.00 $1,800.30 $0.00 $1,800.30 330 4.250000% $180.03 $56 81 $2,037.14

08-14889 173.00 [ 1.00000000 | $ 95400000 $16,504.20 $1,650.42 $0.00 $1,650 .42 207 4.250000% $165.04 $28.44 $1,843 90

TOTALS 680.00 $66,067.85 $6,606.79 $0.00 $6,606.79 $660.68 $224.58 $7,492 05

ATTENTION: MARY ESCHBERGER
CERTIFIED MAIL : 7007 0710 0000 5379 0578

COMMENTS: NO SALES VOLUMES REPORTED TO THE GLO

COLUMN (1) RRC VOLUME - REPRESENTS OIL DISPOSITIONS FROM RRC WELL ID# 08-14886
COLUMN (3) PRICE - TAKEN FROM NYMEX BASED REPORT
COLUMN (10)(11)(12) SEE ATTACHMENT I, "SUMMARY OF PENALTY/INTEREST ASSESSMENT RULES", FOR EXPLANATION OF PENALTY AND INTEREST CALCULATION.

NOTE 1: PAYMENT OF THIS INVOICE SHOULD BE SUBMITTED SEPARATELY FROM MONTHLY ROYALTY PAYMENTS, THE PAYMENT CAN BE SUBMITTED BY A HAND CHECK

Page 1 of 1



Energy Financial Management
SMAR Activity / Invoicing Approval

Auditor/Account Examiner: Andrea Charlton

Company Name:
Customer Number:
Mineral File #:
Transaction Type:
Other / Invoice #:

SLEDGE BROS. OIL CO.
C000035693
MF114725

Volume Reconciliation

Previous Amount Current Amount Date AE / Reviewer’s Notes Reviewer’s Signature AR Notes
NON-PAYMENT OF K ;
$419.67 08/01/14 ROYALITIES. B/JJ/JJ/'f

All original invoices must be approved.
All reductions in billing of more than $1000 must be approved.




Customer ID:
Invoice Number:
GLO Lease:
GLO Review:
Review Period:

C000035693
Auditor/AE: Acharllo
MF114725 Billing Date: 8/1/2014
SLEDGE BROS OIL CO. P&l Calculation Date: 8/31/2014
Royalty Rate: 10.00%

JANUARY Through DECEMBER 2013
1

2
Gas Voltime [~ Tract [T / Pald
el P
I e ets t 8111 : J‘ Ih[ > 2 i - ]

Jan-13 08-14886 42 1.000000 3.3200 1.000000 ; 2 $0.77 $30.71
Feb-13 08-14886 B84 1.000000 3.2300 | 1.000000 $271.32 $27.13 $0.00 503 4.250000% $1.40 $53.53
Mar-13 08-14886 48 1.000000 3.3500 1.000000 $160.80 $16.08 $0.00 473 4.250000% $0.78 $41 .86
Apr-13 0B-14886 23 1.000000 3.9400 | 1.000000 $90.62 $0.06 $0.00 442 4.250000% $0.40 $34 46
May-13 0B-14886 18 1.000000 4.2500 1.000000 $76.50 $7.65 $0.00 412 4.250000% $0.31 $32 96
Jun-13 0B-14886 3 1.000000 41500 1.000000 $12.45 $1.25 $0.00 381 4.250000% $0.05 $26.30
Jul-13 0B-14886 17 1.000000 3.6400 1.000000 $61.88 $6.19 $0.00 350 4.250000% $0.21 $31.40
Aug-13 08-14886 22 1.000000 3.4900 1.000000 $76.78 $7.68 $0.00 320 4.250000% $0.23 $32.01
Sep-13 0B-14886 22 1.000000 3.5100 1.000000 $77.22 $7.72 $0.00 289 4.250000%: $0.21 $32.93
Oct-13 08-14886 16 1.000000 3.4700 1.000000 $55.52 $5.55 $0.00 259 4.250000% $0.13 $30.68
Nov-13 08-14886 17 | 1.000000 3.5300 | 1.000000 $60.01 $6.00 $0.00 228 4.250000% $0.12 $31.12
Dec-13 08-14886 18 1.000000 3.7200 1.000000 $66.96 $6.70 $0.00 197 4.250000% $0.11 $31.81
TOTALS 330 $1,149.50 $114.95 $0.00 $114.85 $300.00 $4.72 $419.67

ATTN: MARY ESCHBERGER
CERTIFIED MAIL: 7007 0710 0000 5379 0578

COMMENTS: NO SALES VOLUMES REPORTED TO THE GLO.

COLUMN (1) RRC VOLUME - REPRESENTS UNDER REPORTED RESIDUE PLANT SALES VOLUMES TO THE GLO FROM RRC WELL ID #08-14886
COLUMN (2) PRICE - TAKEN FROM HOUSTON SHIP CHANNEL PRICING.
COLUMN (3) BTU - TAKEN FROM HOUSTON SHIP CHANNEL PRICING.

COLUMN (10)(11){12) SEE ATTACHMENT Ill, "SUMMARY OF PENALTY/INTEREST ASSESSMENT RULES", FOR EXPLANATION OF PENALTY AND INTEREST CALCULATION.

NOTE 1:

PAYMENT OF THIS INVOICE SHOULD BE SUBMITTED SEPARATELY FROM MONTHLY ROYALTY PAYMENTS, THE PAYMENT CAN BE SUBMITTED BY A HAND CHECK

Page 1 of 1
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|
! SENDER: COMPLETE THIS SECTION

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

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

W Attach this card to the back of the mailpiece,

or on the front if space permits.

1. Article Addressed to:

SLENGE Blemier s olCo .

o Box 953
U ) DCAND TX
NGI)0A

-0953

COMPLETE THIS SECTION ON DELIVERY

o s

[ Addressee
C. Date of Delivery

//-16°17

1?2 O Yes
O No

D. Is—Eiehv

7§ addrms drﬁerent fm
If YES,

enter delivery addressbelow:

U F

14725

3. Service Type
O Certified Mail [J Express Mail
[ Registered [ Return Receipt for Merchandise
O Insured Mail O c.o.D.

4. Restricted Delivery? (Extra Fee) O Yes

2. Article Number
(Transfer from service label)

7011 1150 0001 2418 6439

PS Form 3811, Februa- ©2004

1 IIHIIII 1R U8 1 tRbieinnme "} 1

Domeshc Return Hecelpt

102595—02-M-1 5401
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* Sender: Please print your name, address, and ZIP+4 in this box ®

Texas Generalﬁt E;ffcc
George P. Bush ’ V
P.O. Box 12873 E]D

Austin, Texas 78711-2873

NOV 1Y Z”]"

21 L')'] n Genergy Lang Qg

Cu e ety iyt et g HLE




TEXAS GENERAL LAND OFFICE
GEORGE P. BUSH, COMMISSIONER

October 30, 2015 F’LE BUPY

Sledge Brothers Oil Company Via Certified Mail
Post Office Box 953 Return Receipt Requested
Midland, Texas 79702-0953

Attn: Jody Sledge

Re:  Delinquent Invoices; Royalty, Penalty, and/or Interest due under State mineral
lease MF 114725

Dear Mr. Sledge:

This letter is notice that an outstanding amount is owed to the Texas General Land Office (GLO)
by your company, Sledge Brothers Oil Company. If payment is not received within 30 days
from the date of this letter, the GLO will take action to enforce the State’s claim by: (i) reporting
your company’s debt to the Texas Comptroller’s Office so that any warrants otherwise due your
company from the State will be held and the amounts paid to the GLO under §403.055 of the
Texas Government Code; (ii) forfeiting your leases under §§52.029 and 52.176 of the Texas
Natural Resources Code; and (iii) turning your company over to the Office of the Attorney
General of Texas for further enforcement action.

Prior to any enforcement action being taken, Sledge Brothers Oil Company has the right to an
opportunity for an evidentiary hearing. A request for a hearing must be in writing and sent to:

Texas General Land Office
Attention: Marylee McKnight
P.O. Box 12873

Austin, TX 78711-2873

If a hearing is requested, Sledge Brothers Oil Company must substantiate its defenses to the
asserted claims. The debt will be reported to the Comptroller’s Office unless payment is made or
a request for a hearing is sent in writing to the GLO by November 30, 2015.

Additionally, the subject leases will be forfeited on November 30, 2015 unless Sledge Brothers
Oil Company presents convincing evidence within that time to the GLO that your leases should
not be forfeited.

1700 North Congress Avenue, Austin, Texas 78701-1495
P.O. Box 12873, Austin, Texas 78711-2873
512-463-5001 glo.texas.gov



Our preference would be for your company to pay the amounts reflected on the attached list of
invoices promptly so that we may close this file without further enforcement action. If you have
any questions regarding the amounts reflected on the attached list of delinquent invoices,
please promptly contact Amy Krutis of the GLO’s Financial Management Division at (512)
463-5065.

Please note that the GLO's records for the referenced leases do not indicate that the GLO has been
notified that your company is a debtor in bankruptcy or has previously been a debtor and
received a discharge in bankruptcy. If, however, your company is a debtor in bankruptcy or
previously received a discharge in bankruptcy, please immediately notify the GLO of such
bankruptcy proceeding by providing the case number and bankruptcy court where this case
is/was pending, as well as the relevant date when the bankruptcy stay went into effect. Please be
advised that the GLO fully respects the bankruptcy laws pertaining to the collection of debts, so
if your company is in bankruptcy or has received a discharge in bankruptcy, please treat this
letter as informational only with regard to any debts owed to the GLO and not as a demand for

payment.

Thank you in advance for your prompt attention to this important matter.

Sincerely, 7

Marylee Mf:Knight, J.D., LL.M.
Office of General Counsel

cc: Donna Keel, Director, Revenue Accounting
Robert Hatter, Director, Energy Resources



Delinquent Invoices Pre FY12 - FY15
Voluntary Royalty, Limited Reviews, Reconciliations, Due vs Paid, Late Report and Late Payment Invoices

Customer Name Customer Transaction Invoice Doc Date Due Date Lease Current  1-60 Days 61-120 121-365 1-3 Years Older Description (AE

ID Class Number Number PastDue Days Past DaysPast PastDue Name)
Due Due

SLEDGE BROS OIL CO C000035693 |Late Incorrect |15L03842 5/25/15 6/24/15 MF114725 $0.00 $0.00 5 $0.00|N - 7wQwyB - 208045

$2,640.00

FM Aged Receivables
Doc Date Between: 1/1/2001 And 11/9/2015 Aging Date: 11/9/2015
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BARRY T. SMITHERMAN, CHAIRMAN
DAVID PORTER, COMMISSIONER
CHRISTI CRADDICK, COMMISSIONER

CoOLIN K. LINEBERRY, DIRECTOR

RAILROAD COMMISSION OF TEXAS

HEARINGS DIVISION
February 4, 2013

MISINFT Z-5
Sledge Bros. Oil Co. '
Attn Susie Sledge
PO Box 953
Midland, TX 79702

Re:  Complaint File No. 2012-111
Norcop, A. W., DX (14886) Lease, Well Nos. 1W and 2, Ken Regan (Delaware) Field,
Reeves, County, Texas — RRC District 08 v2-38 7~ DD?‘{- F4
"_’__-—-—\

Dear Ms. Sledge:

As you will recall, in November 2012 the plugging extensions for these two wells were
cancelled. After they had been cancelled, you requested the chance to submit some additional
documentation for consideration by the Commission. On November 14, 2012, the Commission
received a December 1992 Assignment of Oil and Gas Leases from Marcell Sledge and A. Jo Norris
Sledge to Sledge Bros. Oil Company. You also submitted some invoices from JRC Petroleum
Services, Inc. that purported to summarize work performed on the Well No. 2. The Commission has
not received any other documentation since that time.

The above-referenced assignment is not sufficient to establish that Sledge Bros. has a good
faith claim to a current right to operate the wells because a copy of the lease ostensibly covered by
the assignment has not been provided. Further, the assignment does not refer to a specific lease that
is being assigned. The submission of invoices suggests that continuous operations may be the basis
of some claim to a currently valid lease; however, there has been no explanation as to how any lease
has been maintained in effect during a secondary term.

I now consider this complaint file to be closed. If Sledge Bros. wishes to request a hearing
on the cancellation of its plugging extensions, the Commission must receive a written request by
February 21, 2013.

Sincerely,

Michael F{QC‘;'-I::-;ZL
Hearings Examiner
ce: Carl Bonn
Texas General Land Office
PO Box 12873
Austin, TX 78711

1701 NORTH CONGRESS AVENUE * POST OFFICE BOX 12967 * AUSTIN, TEXAS 78711-2967 * PHONE: 512/463-6924 * FAX: 512/463-6989
TDD 800/735-2989 OR TDY 512/463-7284 * AN EQUAL OPPORTUNITY EMPLOYER * HTTP:/WWW .RRC,STATE. TX.US
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CERTIFIED MAIL.: RECEIPT

Trace Natural Resources LLC
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Certified Mail Provides:

a
o
o

A maitling receipt
A unique identifier far your mailpiece
A record of delivery kepi by the Postal Service for two years

Important Reminders:

o
n

=]

m

Certified Mail may ONLY be combined with Firat-Class Mails or Priorty Metls,
Certified Mail is not available for any class of international mail

NO INSURANCE COVERAGE IS PROVIDED with Certitied Mail For '
valyabies, please consider Insured or Regstared Matl

For an additional fee, a Aeturn Recaipt may be reguested to(frowde proot of
delivery. To obtain Return Receipt service, please complete and attach a Retum
Repeipt (PS Form 3811) to the article and add appiicable nostage to cover the
fec, Endorse mailpiece "Return Receipt Requested”. To receve a fee waiver for
a o‘upg%a!e return recelpt, 8 USPSs postmark an your Certified Mail recaipt is
requin

For an additionaf fee, delivery may be restricted 1o the addressee or
addressee's authorzed agent Advise the clerk or mark the mailpiece with the
endorsement “Aestricted Delivery™.

If a postmark cn the Certified Mail receipt is desired, Elease prasent the arti-
cle at the post office for postmarking. If a postmark on the Certified Mail
receipt 1s not needed, detach and affix label with postage and mail

IMPORTANT: Save this receipt and present it when making an Inquiry.
PS Form 3800, August 2008 (Reverse) PSN 7530-02-000-9047



B Complete items 1, 2, and 3.

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

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

A Sﬁ;ature ﬁ\/% gggd;ﬁswfe
e T i

1. Article Addresse_d to:

Trace Natural Resources LLC .
P O BOX 282
Wink, TX 79789

R AL T

9590 9402 1749 6074 7711 26

D.'ls delivery address different from item 1? es
If YES, enter delivery address below: No

POBOYZT
vycole Ty 14177

3. Service Type [ Priority Mail

O Adult Signature O Registered Mail™
Adult Signature Restricted Delivery ] ggﬂistered Mail Restricted
Certified Mail® very
Certified Mail Restricted Delivery £3 Return Receip for

[J Collect on Delivery Merchand

2. Article Number (Transfer from service label)

I Collect on Delivery Restricted Delivery I Signature Confimaton™

O Insured Mail [ Signature Confirmation
] Inlurod Mall Restricted Delivery Restricted Delivery

?ﬂll 1150 DOOL EHIH HEE& Domestic Return Receipt
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United States * Sender: Please print your name, address, and ZIP+4® in this box®
Postal Service

MF 114725
. ENERGY RESOURCES - Kirstin Scherer
TEXAS GENERAL LAND OFFICE
P.O. BOX 12873
AUSTIN, TX 78701
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TEXAS GENERAL LAND OFFICE
GEORGE P. BUSH, COMMISSIONER

August 19, 2021

Certified USPS # 7011 1150 0001 2414 4228

Trace Natural Resources LLC
P O BOX 282
Wink, TX 79789

Re: Termination of State Lease No. MF 114725
Norcop, A. W., DX Well No. 2 / API No. 42-389-10131 / RRC No. 08-14886
Being the E/2 of the N/2 of Section 10, to the depth of 3,487 feet below the surface, and the
W/2 of the N/2 of Section 10, to the depth of 3,500 feet below the surface, said Section 10
lying in Blk 56, T-3, T&P Ry. Co. Survey, Reeves County, Texas.

To whom it may concern:

The Texas General Land Office (GLO) has completed a review of the above captioned State Lease
of which Trace Natural Resources LLC is the current listed operator. The review of our internal
records, along with production records provided by the Texas Railroad Commission, indicate RRC
No. 08-14886 (API No. 42-389-10131) ceased production as of January 2019 and again as of
August 2019. The above referenced mineral file does not contain documentation of any additional
shut-in royalty payments or reworking operations. As such, pursuant to Paragraph No. 13 of the
State Lease dated December 14, 2012, the GLO considers the above referenced State Lease
terminated effective March 01, 2019.

Should you disagree with this assessment please provide evidence to the GLO at the address shown
below within thirty (30) days of receipt of this letter. Failure to reply or failure to present sufficient
evidence of the continuation of said State Lease will result in the mineral file being endorsed as
terminated. You will receive no further communication from this office prior to this endorsement.

Additionally, Title 31, §9.92, of the Texas Administrative Code requires that a recorded original
or certified copy of a Release of each State Lease, along with a filing fee of twenty-five dollars
(8$25.00) per lease, be filed with our office.

Please discontinue filing GLO production reports and immediately delete the GLO RRAC control
record for this well. If there are royalties due, our Audit Division will notify you of the amount
due.

Lastly, when the well has been plugged, copies of Railroad Commission Form W-3 are required
to be filed with our office.

1700 North Congress Avenue, Austin, Texas 78701-1495
P.O. Box 12873, Austin, Texas 78711-2873
512-463-5001 glo.texas.gov




If you have questions concerning this matter, please feel free to e-mail me at the address below
my signature.

Best,

3
Kirstin Scherer
Energy Resources

512-463-5759
Kirstin.Scherer@glo.texas.gov
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Qil & Gas Data Query
Query Menu Help

APl A7- 384-1013)

Specific Lease Query Results
Query Path: Search Criteria > District: 08 QEEIIR;lrat?dr;.lnks
: 1 Q&G Proration Schedule
Date Range: Junw 2018 v to Mayw 2021 w # : - _C_P"l_:l:_'
Production and Total Disposition _Disposition Details _County Production
Search Criteria:
Lease Name: NORCOP, A. W., DX , Lease No.: 14886
Well Type: Oil
District: 08
Lease Production and Di iti
Da?:: Ra:l‘;;de: Jun 2018 - Msa;;ozsotzgn
36 results Page: 1 of 1 Page Size: View All v
OIL (BBL) Casinghead (MCF) I
Date = Gnastan : Dispositi Operator Name Operator No. Field Name Field No.
Jun 2018 18 0 0 0|ARCH OIL & GAS, LLC 029272|KEN REGAN (DELAWARE) (48754500
Jul 2018 2 0 0 0
Aug 2018 2 166 0 0
Sep 2018 13 0 0 0
Oct 2018 14 0 0 0
Nov 2018 S 0 0 0
Dec 2018 10 0 0 0
Jan 2019 0 0 0 0
Feb 2019 0 0 0 0
Mar 2019 0 0 0 1]
Apr 2019 0 0 0 0
May 2019 0 1} 0 0
Jun 2019 34 0 0 0
Jul 2019 9 0 0 0
Aug 2019 0 0 0 0
Sep 2019 0 0 0 0
Oct 2019 0 0 0 0
Nov 2019 0 0 0 0
Dec 2019 0 0 0 0
Jan 2020 0 0 0 0
Feb 2020 0 0 0 0
Mar 2020 0 0 0 0
Apr 2020 0 0 1] 0
May 2020 0 0 0 0
Jun 2020 0 0 0 0
Jul 2020 0 0 0 ]
Aug 2020 0 0 0 0
Sep 2020 0 0 1] 1]
Oct 2020 0 0 0 0
Nov 2020 0 0 [¢] 0
Dec 2020 NO RPT NO RPT NO RPT NO RPT|TRACE NATURAL RESOURCES LLC 863798 |KEN REGAN (DELAWARE) (48754500
Jan 2021 NO RPT NO RPT NO RPT NO RPT
Feb 2021 NO RPT NO RPT NO RPT NO RPT
Mar 2021 NO RPT NO RPT NO RPT NO RPT
Apr 2021 NO RPT NO RPT NO RPT NO RPT
May 2021 NO RPT NO RPT NO RPT NO RPT
Total 107 166 0 0
Retum

Risclaimer | RRC Home | Contact
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