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Lossor: J.A. Bross & S.M. Howes 

lBSSBB: Cimarex Energy 

LEASE IIESCRFTlDN 

County 
REEVES 

REEVES 

TERMS OFFERID 

Primary Ternt 

Bonus/ Acre: 

RontaVAcro: 

Royalty: 

COMPARISONS 

13 years 

PW# 
07-109103 

07-109103 

$1 ,000.00 

$0.00 

11/4 

HAL REVIEW SHE£! 

Gookljjst: 

Loasa DatB: 

Gross Acros: 

Not Acros: 

3/25/2013 ll 
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~~0 

20 

Bass file No Part Soc. Bklck Twp Survoy Abst# 
2230 93100 

93100 

S/2 SE/4 2 55 03S T & P RY CO 

NE/4 S~t 2 55 03S T & PRY CO 2230 

rJ(z_, SvJf~ 1 ~we'{ s2f+ ,, 

TERMS RECOMMENDED / ~ 
Primary Term Ia yeao; !/ _____.,.. ~ 
Bonus/Aero I $1 ,ooo.oo I -- t ~ .::t'~au.~ --
RontaVAcra I so.oo I CfY\ NQ)....j--tR... ~~ 

Royalty 

MF # LBssea Dato Torm Bonus/Ac. RentaVAc. Royalty Distanco 
MF1 06716 lchalfant Properties, Inc. I L:J@20~ Is years I $350.00 II $1 .00 ' 11/4 I Last LBaso 

IMF 1110~ IEOG Resources, Inc. II 5/14/2010113 years I $900.00 II.-- $,---,-1-.00 ll1t:c==J 11 Mile South 

IMF109346 i IPinnnacle Land Services, lnc:::_j [JIS/2008] Is years $400.00 , I $1 .00 
1 

11/4 I iAdjacent West 1 
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RELINQUISHMENT A .-cASE APPLICATION 
I I ,.. • 

Texas General Land Office Jerry Patterson, Commissioner 

TO: Jerry Patterson, Commissioner 

Larry Laine, Chief Clerk 

DATE: 16-Apr-13 

Bill Warnick, General Counsel 

Louis Renaud, Deputy Commissioner 

FROM: Robert Hatter, Director of Mineral Leasing 

Tracey Throckmorton, Geoscience Manager 

Applicant: Cimarex Energy 

Prim. Term: 3 years 

Royalty: l/4 

Consideration 

Recommended: (2rtl 
Not Recommended: ----
Comments: Paid Up 

~eForm 
Recommended: ~)'&( 

Not Recommended: ----
Comments: 

Louis Renaud. Deputv Commissioner 

Recommended: 

Not Recommended: ----

Bill Warnick, General Counsel 

[fllf1J Recommended: 

Not Recommended: ----

Larry Laine. Chi~ __.-­
Approved: ----~ 
Not Approved: ___ _ 

Je 

Bonus/Acre 

Rental/Acre 

County: 

$1 000.00 

$0.00 

Date: 'f /z... .f 6 3 

Date: 7' - 3 D - / 1 

Date: -----"~:.......,.·1:.......,.2-+14~/_....c....j_ 

Date: 
I)&-//? 

------

Date: 5\4113 

REEVES 
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General Land Office 
Rolinqulshmenl Act Lease Form 
Revised. September 1997 

~ustin, 'Urexas 

OIL AND GAS LEASE 

VOL. 1 0 0 5 PG. 

13-04020 
FILED FOR RECORD 

REEVES COUNn', TEXAS 
Jun 10, 2013 at 03:34:00 PM 

411 

THIS AGREEMENT is made and entered into this~ day of _ _ ~M!!!l!.av~.-___ ~£o20~t.1!.>3'-- • between the State ofTexas. actrng 

of 542 Satin Road Chilton !X 76632 

{GIVe Permanent Address) 

said agent herein referred to as the owner of the soil (whether one or more). and !I<C:!!.imwa!!.r~ex....,.Ewne,...r¥oLY ~C~o-----------------

of 600 N Manen[e!d Surte 600 Midland Texas 79701 

(Gove Permanent Address) 

herernafter called l essee. 

1. GRANTING CLAUSE. For and In consideration of the amounts stated below and of the covenants and agreements to be pard, kept and 
performed by lessee undel this lease. the State of Texas acting by and through the owner of the soil, hereby grants, leases and lets unto lessee. fOl 
the sole and only purpose of prospecting and dolling for and producing oil and gas. layrng pipe lines, buildrng tanks, stonng oil and building power 
stations, telephone hoes and other structures thereon, to produce, save, take care of, treat and transpon said products of the lease, the followmg lands 
situated rn Reeyes County, State of Texas, to-wrt: 

N/2, SW/4, l>t#/4 SE/4 of Section 2, Block 55, Township 3, T&P RR Co. Survey, A-2230 

containing "'52...,0""0"'0'------ acres, more or less. The bonus conslderallon paid for this lease rs as follows: 

To the State of Texas: One Hundred Ninety Frve Thousand Dollars and 00/100 

Dollars ($195 000.00 

To the owner of the sorl. One Hundred Nrnety F!ye Thousand Dollars and 001100 

Dollars ($195.000 00 

Total bonus consideration: Three Hundred Nrnety Thousand Dollars and 001100 

Dollars ($390,QOQ 00 

The total bonus consideration paid represents a bonus of One Thousand Fjve Hundred Dollars and No/1 00 

---------------- Dollars ($1 500 00 ) per acre, on 260.00 net acres. 

2. TERM. Subject to the other provrs10ns rn this lease, thrs lease shall be for a term of FIVe C5l years from 
this date (herein called •prvnary tenn1 and as long thereafter as oil and gas, or erther of them, rs produced 10 payrng quantrtres from said land As used 
in thrs lease, the term ·produced in payrng quantities• means that the recerpts from the sale or other authonzed commerCial use of the substance(s) 
covered exceed out of pocket operational expenses for the SIX months last past. 
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3. DELAY RENTALS. If no well is commenced on the leased prem1ses 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 h1s credit in the ____________ _ 

See Exhibit "A" for Rental Instructions Bank, at • 
or its successors (which shall continue as the depository regardless of changes '" the ownersh1p of said land), the amount specified below; In add1tion, 
Lessee shall pay or tender to the COMMISSIONER OF THE GENERAL LAND OFFICE OF THE STATE OF TEXAS, AT AUSTIN. TEXAS. a hke sum on 
or before said date Payments under this paragraph shall operate as a rental and shall cover the pnvitege of defernng.the commencement of a well for 
one (1) year from said date. Payments under this paragraph shall be 1n I he follow1ng amounts: 

To the owner of the so1l. _______________________________ _ 

Dollars '------------' 

To the State of Texas·--------------------------------­

Dollars 

Total Delay Rental: _ ______________________________ _ 

Dollars '----------' 

v 
0 
L 

1 
In a like manner and upon like payments or tenders annually, the commencement of a well may be further deferred for success1ve periods of one (1) O 
year each during the primary term. All payments or tenders of rental lo the owner of the soil may be made by check or s~ght drafl of Lessee. or any 
assignee of this lease, and may be delivered on or before the rental paying date. If the bank des~gnated in this paragraph (or its successor bank) should 0 
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 defauH for failure to make such payments or tenders of rental until !h1rty (30) days afler the owner of the SOli shall deliver to Lessee a proper 5 
recordable lnshrument naming another bank as agent to rece1ve such payments or tenders 

4. PRODUCTION ROYALTIES. Upon production of 011 and/or gas, Lessee agrees to pay or cause to be paid one-half (1/2) of the royalty 
provided for 1n this lease to the Commrssioner of the General Land OffiCe of the State of Texas, at Aust1n, Texas, and one-half (1/2) of such royalty to the 
owner of the sog: 

(A) OIL Royalty payable on oil, which is defined as induding 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 equ1pment, as here1nafter provided, p 
shall be 111 part of the gross production or the market value thereof, at the opuon of the owner of the soil or the Commiss1oner of the General 
Land OffiCe, such value to be determined by 1} the highest posted pnce. plus premium, if any, offered or paid for 011, condensate, diStillate, or other hquld G 
hydrocarbons, respectively, of a like type and gravity In the general area where produced and when run. or 2) the h1ghest 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 10 a plant, 1! will be run free of cost to the royalty owners through an adequate 011 
and gas separator o f conventional type, or other equipment at least as effrc1ent, so that all liQuid hydrocarbons recoverable from the gas by such means 
will be recovened. The requirement that such gas be run through a separator or other equ1pment may be waived, in writ ing, by the royalty owners upon 
such terms and conditions as they prescr1be. 

(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 m a plant lor 
the extrachon of gasoline, liquid hydrocarbons or other products} shall be 1/4 part of the gross productiOn or the mar1<et value thereof, at the 
option of the owner of the sod or the Commissioner ol the General Land OffiCe, such value to be based on the hoghest mar1<et price paid or offered for 
gas of comparable quality 1n the general area where produced and when run, or the gross pnce paid or offered to the producer, whichever os the greater; 
provided that the maXImum pressure base in measunng the gas under thiS lease shall not at any lime exceed 14 65 pounds per square 1nch absolute, 
and the standard base temperature shall be sixty (60) degrees FahrenhBII, correction to be made for pressure according to Boyle's Law, and for spec1fic 
gravity according to tests made by the Balance Method or by the most approved method of testmg being used by the industry at the lime of testing. 

(C) PROCESSED GAS. Royalty on any gas processed in a gasoline plant or other plant for the recovery of gasoline or other liquid 
hydrocarbons shall be 114 part o( the residue gas and the liqu1d hydrocarbons extracted or the mar1<et vatu& thereof, at the opt1on of the owner 
of the soil or the Commissioner of the General Land Office All royanies due herein shall be based on one hundred percent (1 00%) of the total plant 
production of residue gas attributable to gas produced from thiS lease, and on fifty percent (50%), or that percent accru1ng to Lessee, whiChever rs the 
greater, of the total plant production of liquid hydrocarbons attnbutable to the gas produced from this lease; provided that if liQuid hydrocarbons are 
recovered from gas processed in a plant in which Lessee (or its parent, subsidiary or affiliate) owns an interest, then the percentage applicable to llqu1d 
hydrocarbons shall be filly percent (50%) or the highest percent accruing to a th11d party processing gas through such plant under a processing 
agreement negotiated at arm's length (or if there is no such !h1rd party, the highest percent then be1ng specrfoed 1n processing agreements or contracts 1n 
the industry) , wtlichever is the greater. The respective royalties on res1due gas and on liquid hydrocarbons shall be determmed by 1) the highest mar1<et 
pnce paid Of offered for any gas (Of liquid hydrocarbons) of comparable quality in the general area, or 2} the gross pnce paid or offered fOf such residue 
gas (or the weighted average gross selling price for the respective grades of liQUid hydrocaribons), wh1chever is the g reater. In no event, however, shall 
the royalties payable under this paragraph be less than the royalties wh1ch 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 (exceptmg liqu1d 
hydrocarbons) whether said gas be · casinghead," "dry." or any other gas, by frac!IOna!ing. burning or any other processmg shall be 114 part of 

0 
4 
1 
2 

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 O~.a. • : 
such market value to be determined as follows: 1) on the bas1s of the h1ghest market price of each product for the same month in wh1ch such product IS • • 

produced, or 2) on the basis of the average gross sale pnce of each product for the same month In which such products are produced; whichever rs the • 
greater. • • •••••• 

5. MINIMUM ROYALTY. During any year after the expira tion of the pnmary term of th1s lease, if th1s lease Is ma1nta1ned by producllo~ the 
royalties pa1d under this tease in no event shall be tess than an amount equal to the total annual delay rental herein provided; otherwrse, there shal~. • 
due and payable on or before the last day of the month succeed1ng the anmversary date of th1s lease a sum equal to the total annual rental les~ ~· : 
amount of royaHies paid dunng the preceding year If Paragraph 3 of thrs lease does not specofy a delay rental amount, then for the purposes of !h1s • 
paragraph, the delay rental amount shall be one dollar ($1 .00) per acre • • ...... 

• 
• • • • • •• •• 
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6. ROYALTY IN KINO. Notwithstanding any other provision 10 thiS lease. at any trne or from 111ne to trne. the owner o f the soil or the 
Commissioner of the General Land Office may, at the ophon of either, upon not less than Sixty (60) days nohce to the holder of the lease, requ1re that the 
payment of any royalties accruing to such royalty owner under this lease be made 10 k1nd. The owner of the soil's or the CommiSsioner of the General 
Land Office's right to take its royalty in kind shall not d1m1nish or negate the owner of the so11's or the CommiSSIOner of the General Land OffiCe's nghts 
or Lessee's obligations, whether express or Implied, under th1s lease. 

7. NO DEDUCTIONS. Lessee agrees that all royalties accru1ng under this lease (including those paid In k1nd) shall be without deduct1on for 
the cost of producing, gathering, stonng. separat•ng. treat1ng. dehydrating. compressing, processing, transpon1ng, and otherw1se making the oil, gas and 
other products hereunder ready for sale or use. Lessee agrees to compute and pay roya1t1es on the gross value rece•ved. indud1ng any rembursements 
for severance taxes and production related costs. 

8. PLANT FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as may represent th1s lease's propontonate share of any fuel V 
used to process gas produced hereunder 1n any processmg plant. Notw•thsland•ng any other provis1on of thiS lease, and subject to the wntten consent of 0 
the owner of the soil and the Convmssioner of the General Land OffiCe, Lessee may recycle gas for gas lift purposes on the leased prem1ses or for 
InJection 1nto any oil or gas producing formation underlying the leased premases after the liquid hydrocarbons contamed 1n the gas have been removed; L 
no royalties shall be payable on the recycled gas until 11 1S 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 roya1t1es not taken 10 kmd shall be paid to the CommiSSioner of the General Land Office at 1 
Austin, Texas, 1n the follow1ng manner: 

Payment of royalty on production of oil and gas shall be as prov•ded In the rules set fonh in the Texas Register. Rules currenlly provide that royalty on 011 
is due and must be rece1ved in the General Land Office on or before the 5th day of the second month succeed1ng the month of product1on. and royalty 

0 
0 

on gas Is due and must be rece1ved In the General Land Office on or before the 15th day of the second month succeeding the month o f product1on, 5 
accompamed by the affidavit of the owner, manager or other authonzed agent, completed 1n the form and manner prescnbed by the General Land OffiCe 
and showing the gross amount and d1spos1t1on of all 011 and gas produced and the market value of the oil and gas. together wtth a copy of all documents. 
records or reports confirming the gross production, disposition and market value Including gas meter readings, p ipeline receipts. gas line rece1pts 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 (ecords 
which the General Land Office may requue to venfy the gross product•on, 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 accompamed by a check stub, schedule. summary 
or other rem1ttance advice showing by the assigned General Land Office lease number the amount of royalty bemg paid on each lease If Lessee pays 
his royally 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 P 
greater. A royalty payment which Is over thirty (30) days late shall accrue a penalty of 10% of the royalty due or $25.00 whichever 1s greater. In addi11on G 
to a penalty, royalties shall acaue interest at a rate of 12% per year. such •nterest will begin to acaue when the royalty is sixty (60) days overdue 
Affidavits and supportmg documents wh1ch are not filed when due shall incur a penalty in an amount set by the General Land Office admimstrative rule 
whiCh is effectiVe on the date when the affidavits or supporting documents were due. The Lessee shall bear all responsobiloty for pay•ng or causong 
royalties to be paid as prescribed by the due date provided hereon. Payment of the delinquency penalty shall •n no way operate to prohib~ the State's 
nght of forfBIIure as provided by law nor actio postpone the date on wh1ch royaltoes were ongonally due. The above penalty provisiOns shall not apply on 0 
cases o f trtle dispute as to the State's portion of the royalty or to that port1on of the royalty 1n dispute as to falf market value. 

4 
10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually furn iSh the Comm1ssooner of the General Land OffiCe 1 

With ~s best possoble estimate of oil and gas reserves underlyong this lease or allocable to this lease and shall furmsh said CommiSSIOner With copoes of 
all contracts under which gas is sold or processed and all subsequent agreements and amendments to such contracts wllhm thirty (30) days after 3 
entering into or making such contracts. agreements or amendments. Such contracts and agreements when received by the General Land Office shall be 
held in confidence by the General Land Office unless otherwise authoriZed by Lessee. All other contracts and records perta1mng to the production, 
transportatiOn, sate and marketing of the 011 and gas produced on said premoses. Including the books and accounts, receipts and discharges of all wells. 
tanks, pools, meters, and pipelines shall at all limes be subjOd to inspect1on and exam1natoon by the CommiSSioner of the General Land Office, the 
Attorney General, the Governor, or the representative of any of them. 

(B) PERMITS, DRILLING RECORDS. Written notiCe of all operations on this lease shall be submrtted 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 wntten notoce to the General Land Office shall include cop1es of Ra1lroad Commoss10n forms for appilcatlon to dnll. Copes of well tests. 
completion reports and plugging reports shall be supplied to the General Land Office at the time they are filed wrth the Texas Railroad Comm1ss10n. All 
applications, permits, reports or other filings that reference th1s lease or any specafic well on the leased prem1ses and that are submrtled to the Texas 
Railroad Commission or any other governmental agency shall include the word ·state" in the Iitle. Additionally, In accordance with Railroad Commission 
rules, any signage on the leased premises for the purpose of identifying wells, tank batteroes or other associated improvements to the land must also 
include the word "State • Lessee shall supply the General Land Office w1th any records. memoranda. accounts, reports. cul1ings and cores. or other 
onformation relative to the operation of the above-descnbed premises, which may be requested by the General Land OffiCO, in add1t10n to those here1n 
ex.pressly provided for Lessee shall have an electrical and/or radiOactivity survey made on the bore-hole secloon, from the base of the surface casong to 
the total depth of well. of all wells drilled on the above desa ibed prem1ses and shall transmrt 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) PENAL TIES. Lessee shall mcur a penalty whenever reports, documents or other materials are not filed in the General Land Office when 
due. The penalty for late filing shall be set by the General Land Office administrative rule wh1ch IS effect1ve on the date when the malenals were due 1n 
the General Land Office. 

••• • • • • • 
• 

• • •••••• • 
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11. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, dunng the primary torm hereof and pnor to diSCOvery and 
production of oil or gas on said land, Lessee should dnll a dry hole or holes thereon, or 1f during the primary term hereof and after lhe discovery and 
actual production of oil or gas from the leased premises such production thereof should cease from any cause, this lease shall not termmate if on or 
before the expJration of soxty (60) days from date of completion of said dry hole or cessation of productiOn Lessee commences addotlonal dnlling or 
reworking operations thereon. or pays or tenders the next annual delay rental m the same manner as provided in thos lease. If, dunng the last year of the 
primary term or within Sixty (60) days pnor thereto, a dry hole be completed and abandoned, or the production of ool or gas should cease for any cause, 
Lessee's rights shall rema1n in full force and effect wothout funher operations unlit the expiration of the primary term. and of Lessee has not resumed 
productiOn in pa)llng quantJ!ies at the expirauon of the prmary term, Lessee may ma1nta1n lhos lease by conducting additional drilling or rework1ng • • •••••• • 

• • • • • •• •• 
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operations pursuant to Paragraph 13, using the expira tion of the primary term as the date of cessation of product1on 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 t he primary term hereof, Lessee may 
resume payment of the annual rental in the same manner as provided herein on or before the rental paying date following the expiration of sixty (60) 
days from the date of completion of such shut-in oil or gas well and upon the failure to make such payment, this lease shall ipso facto terminate. If at the 
expiration of the primary term or any time thereafter a shut-in oil or gas well is located on the leased premises. payments may be made in accordance 
with the shut-in provisions hereof. 

12. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM.If, at the expiration of the pnmary term, nellher 0 11 nor gas IS bemg 
produced on said land, but lessee Is then engaged In drilling or rewor1<ing operations thereon, th1s lease shall remain In force so long as operations on 
said well or for drilling or rewor1<ing 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. V 

13. CESSATION, DRILLING, AND REWORKING. If. after the expiration of the pnmary term. production of 011 or gas from the leased 
premises, after once obtained, should cease from any cause, this lease shall not terminate if Lessee commences additional dnlhng or rewor1<ing 
operations within six1y (60) days after such cessation. and this lease shall remain in lull force and effect for so long as such operations continue 1n good 
fa~h and in workmanlike manner without Interruptions totaling more than six1y (60) days. If such drilling or rework1ng 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 p roduced from the leased p rem1ses in paying quantities or payment 

0 
L 

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 oi 

operations resuH in the completion of a well as a dry hole, the lease will not termmate 1f lhe lessee commences add1t1onal dnlhng or reworlung I 
operations within sixty (60) days after the completion of the well as a dry hole. and th1s lease shall rema1n in effect so long as Lessee continues drilling or 0 
rewor1<ing operations in good fa ith and in a workmanlike manner without interruptions totaling more than sixty (60) days. Lessee shall g1ve wntten notice 
to the General land OffJCe within thirty (30) days of any cessat1on of production. 0 

14. SHUT-IN ROYAL TIES. For purposes of th1s 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 pnmary term of a lease that, until being shut in, was bemg 
maintained In force and effect, a well capable of producing oil or gas in paymg quant1t1es IS located on the leased prem1ses. but oil or gas is not bemg 
produced for lack of su~able production facilities or lack of a surtable market, then Lessee may pay as a shut-In 011 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 producmg 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 

5 

the Lessee ceases to produce oil or gas from the teased premises, or (3) 60 days after Lessee completes a drilling or rewor1<ing operation in accordance p 
with the lease provisions; whichever date Is latest. Such payment shall be made one-half (112) to the Commissioner of the General Land Office and one- G 
half (112) 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 temn, or from the fi rst day of the month following the month in which 
production ceased, and, after that, if no suitable production faci lities or suitable mar1<et for the oil or gas exists. Lessee may extend the lease for foor two 
more successive periods of one (1) year by paying the same amount each year on or before the exp11al10n of each shut-In year. 

15. COMPENSATORY ROYALTIES. If, during the period the lease Is kept in effect by payment of the shut-in oil or gas royalty. oil or gas is 0 
sold and delivered in paying quantit ies from a well located within one thousand (1 ,000) feet of the leased premises and completed In the same producing 4 
reservoir, or In any case in which drainage is occurring Draining Well as defined in paragraph 45, the right to continue to maintain the lease by pay1ng 1 the shut-in oil or gas royalty shall cease, but the lease shall remain effective for the remainder of the year for wh1ch the royalty has been paid. The 
Lessee may maintain the lease for four more success1ve years by Lessee paying compensatory royalty at the royalty rate provided m the lease of the 4 
mar1<et value of production from the well causing the drainage or which is completed 1n the same producmg reservo11 and within one thousand (1.000) 
feet of the leased prem1ses. 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 follow1ng 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 prem1ses. If the 
compensatory royalty paid in any 12-month period is an amount less than the annual shut-in oil or gas royalty, Lessee shall pay an amount equal to the 
difference within thirty (30) days from the end of the 12-month period. Compensatory royalty payments which are not timely paid will accrue penalty and 
interest in accordance with Paragraph 9 of this lease None of these provisions will relieve lessee of the obligation of reasonable development nor the 
obligation to drill offset wells as provided in Texas Natural Resources Code 52.173: however, at the determination of the Commissioner, and with the 
Commissioner's written approval, the payment of compensatory royalt ies can satisfy the obligation to drill offset wells. 

16. RETAINED ACREAGE. Notwithstanding any prov1sion 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 fn the ev~nt this lease Is in force and effect two (2) years after the exp11ation date of the primary or extended temn 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 ol 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 rewor1<ing 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 produc1ng well under the rules and regulat1ons of the Ra1lroad Commission of Texas, or any successor 
agency, or other governmental authority having jurisdiction. If at any time after the effective date of the partial temnlnahon provisions hereof, the 
applicable r~eld rules are changed or the well or wells located thereon are reclassified so that less acreage is thereafter allocated to sa1d well or wli~ 'qr : 
production purposes, this lease shall thereupon temnlnate as to all acreage not thereafter a llocated 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 ingres. 
to and egress from the lands still subject to this lease for all purposes described in Paragraph 1 hereof, together w1th easements and rights-of-.,..ay lor • 
existing roads, existing pipelines and other existing facilities on, over and across all the lands described In Paragraph 1 hereof ("the retained landf l\ *" • • 
access to and from the retained lands and for the gathering or transportation of oil, gas and other minerals produced from the retamed lands. • ••• • • • •• • 

• 
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(B) HORIZONTAL. In the event this lease IS In force and effect two (2) years after the expirat1on date of the primary or extended term 11 shall 
further terminate as to all depths below 100 feet below the deepest produc10g formation m each well located on aa eage retained in Paragraph 16 (A) 
above, unless on or before two (2) years after the pnmary or extended term Lessee pays an amount equal to one-half (112) of the bonus originally pa1d 
as cons1derat10n for this lease (as specified on page 1 hereof). If such amount is paid, th1s lease shall be 1n force and effect as to such deeper depths, 
and sa1d terminatiOn shall be delayed for an additional period of two (2) years and so long thereafter as oil or gas 1s produced In paymg quantities from 
such deeper depths covered by this lease. 

(C) IDENTIFICATION AND FILING. The surface aaeage reta1ned hereunder as to each well shall, as nearly as practical, be m 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 W1thin 
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 cert ified copy of same, shalt be filed 1n the General V 
Land OffiCe, accompanied by the filing fee prescnbed by the General Land Office rules in effect on the date the release IS filed. It Lessee fa•ls or refuses 
to execute and record such release or releases w11h1n mnety (90) days after bemg requested to do so by the General Land Office. then the O 
Commissioner at his sole discretion may des1gnate by wntten instrument the acreage and/or depths to be released hereunder and record such L 
instrument at Lessee's expense in the county or counties where the lease is located and m the offiCial records of the Genera l Land OffiCe and such 
des~gnatton shall be b1nding upon Lessee for all purposes. 

17. OFFSET WELLS. Neither the bonus. delay rentals, nor royalties paid, or to be pa1d. under th1s lease shall relieve Lessee of h1s obllgat•on 
to protect the oil and gas under the above-described land from being dratned. Lessee, sublessee, receiver or other agent in control of the leased o4 

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 1 

oil and gas from the leased premises. In addition, If oil and/or gas should be produced in commerc1at quantities withm I ,000 feet of the leased premises, 0 
or In any case where the leased premises is be1ng drained by production of 011 or gas. the Lessee, sublessee, receiver or other agent in control of the O 
leased prem1ses shall in good faith begin the drilhng of a well or wells upon the leased prem1ses w1thin 100 days after the draining well or wells or the 
well or wells completed wi thin 1,000 feet of the leased premises start produc1ng m commerCial quantities and shall prosecute such dnU1ng w1th di~gence. 5 
Failure to sahsfy the statutory offset obligabon may subject this lease and the owner of the so1J's agency rights to forferture. Only upon the determination 
of the Commissioner of the General Land Office and With h1s written approval may the payment of compensatory royalty under appfiCable statutory 
parameters sabsfy the obl~gation to drill an offset well or wells reqUired under th1s paragraph. 

18. FORCE MAJEURE. If, after a good fa1th effort, Lessee is prevented from comply1ng w1th any express or wnplled covenant of this lease, 
from conductmg dnlling operations on the leased prem1ses. or from produc1ng 011 or gas from the leased prem1ses by reason of war, rebelhon. nots. 
strikes, acts of God, or any valid order, rule or regulation of government authority, then while so prevented, Lessee's obllgat1on to comply With such 
covenant shall be suspended and Lessee shall not be hable for damages for fa1lure to comply with such covenants; additionally, this lease shall be P 
extended while Lessee Is prevented, by any such cause. from conducting drilling and reworking operations or from producing od or gas from the leased G 
premises. However, nothing In this paragreph shall suspend the payment of delay rentals in order to maintain thiS lease in effect during the primary term 
m 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 t1tle to the leased premises. It the owner of the soli defaults 
in payments owed on the teased premises, then Lessee may redeem the rights of the owner of the sod In the teased prem1ses by pay1ng any mortgage, Q 
taxes or other liens on the leased premises. It Lessee makes payments on behalf of the owner of the sod under this paragraph, Lessee may recover the Jl 

cost of these payments from the rental and royalties due the owner of the soil. q. 

20. (A) PROPORTIONATE REDUCTION CLAUSE. It the owner of the soil owns less than the ent1re und1v1ded surface estate in the above 
described land, whether or not Lessee's Interest Is speCified herem. then the royalties and rental here1n prov1ded to be paid to the owner of the soil shall 
be paid to him in the proportion which his interest bears to the enhre und1vided surface estate and the royalties and rental herein provided to be paid to 
the Commissioner of the General Land Office of the State of Texas shall be likewise proportionately reduced However, before Lessee adjusts the 
royalty or rental due to the Commissioner of the General Land OffiCe, Lessee or h1s authoriZed representative must subm1t to the Commissioner of the 
General Land Office a written statement which expla1ns the discrepancy between the interest purportedly leased under this lease and the actual interest 
owned by the owner of the soil. The Commiss1oner of the General Land Off~ee shall be paid the value of the whole productiOn allocable to any undivided 
mterest not covered by a lease. tess the proportionate development and production cost allocable to such und1v1ded 1nterest. However. in no event shall 
the Commissioner of the General Land OffiCe receiVe as a royalty on the gross production allocable to the und•vlded mterest not teased an amount tess 
than the value of one-siXteenth (1/16) of such gross product1on 

(B) REDUCTION OF PAYMENTS. It, during the prwnary term, a port1on of the land covered by th1s lease Is included w1thin the boundaries 
ot a pooled unn that has been approved by the School Land Board and the owner of the soil m accordance w1th Natural Resources Code Sect1ons 
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 bas1s under the terms of th1s lease during the primary term shall be 
calculated based upon the number of acres outside the boundanes of a pooled unij, or. if after the expirat1on of the primary term. the number of acres 
actually reta1ned and covered by th1s lease. 

21 . USE OF WATER. Lessee shall have the nghtto 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 su1table for liVestock or imgat1on purposes 
tor watertlood operations without the prior consent of the owner of the so11. 

22. AUTHORIZED DAMAGES. Lessee shall pay the owner of the soli for damages caused by 1ts operations to all personal property, 
improvements. livestock and crops on said land. 

23. PIPELINE DEPTH. When requested by the owner of the so1l, Lessee shall bury its p1pehnes below plow depth. 

24. WELL LOCATION LIMIT. No well shall be dnlled nearer than two hundred (200) feet to any house or bam now on said premiSes Without 
the written consent of the owner of the so1l. 

1 
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. . . 25. POLLUTION. !n developing this area, Lessee shall use the highest degree of care and all proper safeguards to prevent pollution Without 
hm~mg the foregoing, pollution of coastal wetlands. natural waterways. rivers and ompounded water shall be prevented by the use of contamment 
facilities sufficient to prevent spillage, seepage or ground water contamination. In the event of pollution, Lessee shall use all means at its disposal to 
recapture all escaped hydrocarbons or other pollutant and shall be responsible for all damage to public and private properties. Lessee shall buold and 
maintain fences around its slush. sump, and drainage pots and tank batteries so as to protect livestock agaonst loss, damage or intury; and upon 
completion or abandonment of any well or wells, Lessee shall fill and level all slush pits and cellars and completely dean up the drilling sote of all rubbosh 
thereon. Lessee shall. while conducting operations on the leased premises, keep said premises free of all rubbish, ~ns. bottles, paper cups or garbage. 
and upon completion of operations shall restore the surface of the land to as near rts oroginal condotlon and contours as is practicable. Tanks and 
equipment will be kept painted and presentable. 

26. REMOVAL OF EQUIPMENT. Subject to limrtatoons in lhis paragraph, Lessee shall have the right to remove machonery and fixtures placed V 
by Lessee on the leased premises, including the right to draw and remove casing, wothon one hundred twenty (120) days after the exporatoon or the 
termination of this lease unless the owner of the soil grants Lessee an extension o f this 120-day penod. However. Lessee may not remove casing from 0 
any well capable or producing oil and gas in paying quantities. Additionally, Lessee may not draw and remove casing until after thorty (30) days wrotten L' 

notice to the Commissioner of the General Land Office and to the owner of the soil. The owner of the sool shall become the owner of any machinery. 
fixtures, or casing whoch are not llmely removed by Lessee under the terms or this paragraph 

27. (A) ASSIGNMENTS. Under the condlloons contained In this paragraph and Paragraph 29 of this lease. the roghts and estates of eother 
party to this lease may be assigned, in whole or in part, and the provisoons of thos lease shall extend to and be binding upon theor heirs, devisees. legal <1 
representatives. successors and assigns. However, a change or division in ownership of the land, rentals, or royalties will not enlarge the obhgauons or 1 

Lessee. diminish the rights, privileges and estates of Lessee. impaor the effectiveness of any payment made by Lessee or impair the effectiveness of any 0 
act performed by Lessee. And no change or division In ownership of the land. rentals. or royalties shall bond Lessee tor any purpose un!JI thirty (30) days 0 
after the owner of the soil (or his heors, devisees, legal representatoves or assigns) furnishes the Lessee With satisfactory written evidence or the change 
in ownership, including the original recorded muniments of title (or a certified copy of such onginal) when the ownership changed because of a 5 
conveyance. A total or partial assignment of thos lease shall, to the extent of the interest ass1gned. 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 optoon to pay rentals shall be apportooned 
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 essignment 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 
onginallessee or any prior assignee of the lease, including any liabilities to the State for unpaod royalties. p 

(B) ASSIGNMENT LIMITATION. Notwithstanding any provosion In Paragraph 27(a), if the owner of the soot acquores this lease In whole or on G 
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 ass1gnment and 
the agency power of the owner may be forfe~ed by the Commossloner. An assognment woll be treated as 1f it were made to the owner of the sool If the 
assignee is: 

(1) a nominee of the owner of the soot; 
(2) a corporatoon or subsidiary in which the owner or the sollos a principal stockholder or os an employee of such a corporatoon or subs1doary; 
(3) a partnershop in which the owner of the soil is a partner or is an employee of such a partnership; 
(4) a principal stockholder or employee of the corporation whoch is the owner of the soot, 
(5) a partner or employee In a partnership wh1ch os the owner of the soot; 
(6) a fiduciary for the owner of the soil; inc luding but not limited to a guardian, trustee. executor. administrator. receover. 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 so~ by marroage, blood. or adoption 

28. RELEASES. Under the cond~lons contaoned In this paragraph and Paragraph 29. Lessee may at any t1me execute and deliver to the 
owner of the soil and place of record a release or releases covenng any portion or portions of the leased premises, and thereby surrender th1s lease as 
to such portJOn or port1ons. and be relieved of all subsequent obhgations as to acreage surrendered If any part of thos lease is properly surrendered. the 
delay rental due under this lease shall be reduced by the proportion that the surrendered acreage bears to the acreage which was covered by thos lease 
immediately prior to such surrender; however. such release will not relieve Lessee of any liabilities whoch may have accrued under this lease prior to the 
surrender of such acreage. 

29. FILING OF ASSIGNMENTS AND RELEASES. If all or any part of this lease is assogned or released, such assignment or release must be 
recorded in the county where 1he' 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 wrthin 90 days of the last execution date accompanoed by the 
prescrobed filing fee. If any such assognment is not so filed. the rights acquired under this lease shall be subJect to forferture at the optoon of the 
Commissioner of the General Land Office. 

30. DISCLOSURE CLAUSE. All provosions pertaining to the lease of the above-descrobed land have been included 1n thos rnstrument. 
including the statement of tho true consideration to be paod for the execution of this lease and the rights and dutoes of the parties. Any collateral 
agreements concerning the development of oil and gas from the leased premoses which are not contaoned on thrs lease render this lease invalid 

31 . FIDUCIARY DUTY. The owner of the soil owes the State a fldudary duty and must fully disclose any facts affectong the State's interest on 

0 
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the leased premises. When the 1nterests of the owner of the soil confloct woth those of the State. the owner of the soot is obligated to put the State'• • • 
interests before his personal interests. • • : 

32. FORFEITURE. If Lessee shall fa il or refuse to make the payment of any sum withon thorty days after it becomes due. or If Lessee or an • 
authorized agent should knowrngly make any fa lse return or false report concerning productoon or dnll1ng. or if Lessee shall fa il or refuse to drill '¢1¥ • •: • 
offset well or wells in good faith as required by law and the rules and regulations adopted by the Commossioner of the General Land Office. or of Less..e 
should fail to file reports in the manner required by law or fa ll to comply with rules and regulations promulgated by the General Land Offoce. the SchoQI . • • 
Land Board, or the Raolroad Commission, or if Lessee should refuse the proper authorrty access to the records pertaoning to operatJons, or If Lessee~, • • : 
an authorized agent should knowingly fa il or refuse to gove correct information to the proper authonty, or knowingly fail ~r r~fuse to furnish the Genera • 
Land Office a correct log of any well. or if Lessee shall knowingly violate any of the materral provosoons of thiS lease. or if th1s lease os assog~ and the 
assignment is not filed in the General Land OffiCe as required by law. the rights acquired under this lease shall be subject to forfeoture by '1'~ • •: • 

• 
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Commrssloner, and he shall forfeit same when suffiCiently lnfonned of the faCis which authoriZe a forferture. and when forfe ited the area shall agam be 
subJect to lease under the tenns of the Relinquishment Act. However, nothmg herein shall be construed as wa1v1ng the automa!JC tennmat1on of th1s 
lease by operat1on of law or by reason of any spec1allimitation arismg hereunder Forfeitures may be set as1de and this lease and all rights thereunder 
remstated before the righ ts of another intervene upon sat1sladol)' ev1dence to the Comm1ss10ner of the General Land Office of future compliance With 
the prov1s10ns of the law and of this lease and the rules and regulations that may be adopted relatwe hereto. 

33. LIEN. In accordance with Texas Natural Resources Code 52. 136, the State shall have a first lien upon all oil and'gas produced from the 
area covered by this lease to secure payment of all unpaid royalty and other sums of money that may become due under th1s 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 hen, an 
express contractual lien on and security interest in all leased minerals in and extracted from the leased premises, all proceeds wh1ch may accrue to 
lessee from the sale of such leased mmerals, whether such proceeds are held by Lessee or by a third party, and all flXIures on and improvements to the V 
leased premises used In connection with the production or processmg of such leased m1nerals 1n order to secure the payment of all royalt1es or other 
amounts due or to become due under th1s lease and to secure payment of any damages or loss that lessor may suffer by reason of Lessee's breach of 0 
any covenant or cond~ion of lh1s lease, whether express or 1mphed. Th1s hen and secunty Interest may be foreclosed with or without court proceed1ngs in L 
the manner provided in the T1Ue 1, Chap 9 of the Texas Business and Commerce Code. Lessee agrees that the Comm1ss10ner may requ1re Lessee to 
execute and record such Instruments as may be reasonably nece.ssary to acknowledge, auach or perfect thiS hen. Lessee hereby represents that there 
are no pnor or superior liens ansmg from and relatmg to Lessee's act1v11ies upon the above-described property or from Lessee's acquiSition of th1s lease 
Should the Commissioner at any time detenn1ne that th1s representation Is not true, then the Comm1ssloner may declare th1s lease forfeited as provided 
here1n. 1 

34. POOLING. Lessee is hereby granted the right to pool or un1t12e the royalty mterest of the owner of the soli under th1s lease wllh any other 0 
leasehold or mmeral Interest for the exploration, development and production of 011 or gas or e1ther 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 un1t.az1ng of the interest of the State under thiS lease 
pursuant to Texas Natural Resources Code 52 151-52.154 The owner of the so1l agrees that the 1nclus10n of th1s prov1s10n 1n th1s lease sa~sfies the 5 
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 soli, thelf officers. employees, partners, 
agents, contractors, subcontractors, guests, mvnees, and thelf respective successors and assJgns, of and from all and any ac11ons and causes of act1on 
of every nature, or other hann, including environmental hann, for which recovery of damages IS sought. including, but not hm1ted to. all losses and 
expenses which are caused by the activities of Lessee, its officers. employees, and agents ansmg out of, InCidental to. or resultJng from, the operations 
of or for Lessee on the leased premises hereunder, or that may arise out of or be occasiOned by Lessee's b reach of any of the temns or prov1s1ons of this 
Agreement, or by any other neghgent or strictly hable act or omission of Lessee Further. Lessee hereby agrees to be hable for, exonerate. indemmfy, P 
defend and hold hannless the State of Texas and Jhe owner of the soil, thelf officers. employees and agents, their successors or assigns. against any G 
and all claims, liabilities, losses. damages, actions. personalmJury (including dealh), costs and expenses. or other harm for wh1ch recovery of damages 
is sought, under any theory Including tort, contract, or strict habil1ty, including attorneys' fees and other legal expenses, Including those related to 
environmental hazards. on the leased premises or in any way related to Lessee's failure to comply With any and all environmental Jaws; 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 occas1oned by Lessee's breach of any of the tenns or prov1s10ns of this Agreement Q 
or any other act or omissiOn of Lessee, its dlfectors, offiCers, employees, partners, agents. contractors. subcontractors, guests, invitees. and their 
respective successors and assigns. Each assignee of th1s Agreement, or an mterest therein. agrees to be liable lor. exonerate. indemnify, defend and 4 
hold hamnless the Stale of Texas and the owner of the soli. their offiCers, employees, and agents In the same manner provided above in connee1100 With 1 
the actiVIlleS of Lessee, rts offiCers, employees. and agents as descnbed above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HERE.IN, ALL OF 

7 THE INDEMNITY OBLIGATIONS ANDIOR LIABILITIES ASSUMED UNDER THE TERMS OF THIS AGREEMENT SHALL BE WITHOUT LIMITS AND 
WITHOUT REGARD TO THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXISTING CONDITIONS), STRICT LIABILITY, OR THE 
NEGLIGENCE OF ANY PARTY OR PARTIES (INCLUDING THE NEGLIGENCE OF THE INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE 
BE SOLE, JOINT, CONCURRENT, ACTIVE, OR PASSIVE. 

36. ENVIRONMENTAL HAZARDS. Lessee shall use the highest degree of care and all reasonable safeguards to prevent contammat10n or 
pollution of any environmental medium, Including soli, surface waters. groundwater. sedments, and surface or subsurface strata, ambient a~r or any 
other env~ronmental med1um in, on, or under. the leased premrses, by any waste, pollutant. or contaminant Lessee shall not bnng or pemnil to remain on 
the leased premises any asbestos conta1mng matenals, explos1ves. tox1c materials, or substances regulated as hazardous wastes , hazardous matenals. 
hazardous substances (as the term "Hazardous Substance· is defined 1n the Comprehensive Environmental Response. CompensatiOn and L1ab11ity Act 
(CERCLA), 42 U.S. C. SeCiions 9601. et seq.), or tOXIC substances under any federal. state, or local law or regulation r Hazardous Matenals·), except 
ordinary products commonly used in connection with 011 and gas exploration and development operations and stored in the usual manner and quantrt1es. 
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 L AW. ThiS lease Is 1ssued under the prov1sions of Texas Natural Resources Code 52.171 through 52 190. commonly 
known as the Rehnquishment Act, and other applicable statutes and amendments thereto. and If any provis1on 1n thiS lease does not confomn to these 
statutes, the statutes Will prevail over any nonconlonning lease provisions. 
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38. EXECUTION. This oil and gas lease must be signed and acknowledged by the Lessee before ol is filed of record 10 the county records and 
In the General Land Office of the State of Texas Once the filing requirements found in Paragraph 39 of this lease have been satisfied. the effectove date 
of this lease shall be the dale found on Page 1. 

39. LEASE FILING. Pursuant to Chapter 9 of the Texas Busoness and Commerce Code. this lease must be filed of record in the offoce of the 
County Cletlt in any county on whoch all or any part of the leased premises Is located. and certof~ed copies thereof must be filed in the General Land 
Offoce. This lease Is not effective until a certified copy of this lease (which is made and certofied by the County Cletlt from hos records) is filed in the 
General Land Offoce in accordance with Texas Natural Resources Code 52.183 Addolionally, this lease shall not tle bondong upon the State unless rt 
recites the adual and true consideration paid or promosed for execution of lhos lease The bonus due the Stale and the prescnbed filing fee shall 
accompany such celtlfoed copy to the General Land O ffice 

LESSEE 

Trtle Roger Alexander, Attorney-on-Fad of Comarex Ener 

Date·--- --- ---------- -

STATE OF TEXAS (CORPORATION ACKNOWLEDGMEND 

COUNTY OF MIDLAND 

BEFORE ME, the undersogned authority, on this day personally appeared Roger Alexander. known to me to be the person \>Jhose name os 

subscnbed to the foregoing Instruments as Attorney-in-Fad of Comarex Energy Co. and acknowledged to me that he executed the same for the 

purposes and consideration therein expressed, In the capacrty stated. and as the act and deed of sard corporation. 

Grven under my hand and seal of offrce this the _.Jt:!j_ day of -4n.J.~.l;'J"'. ~- "-----~· 0
13

· < m~ 
.-$:F~;:?. KAROLINA MAYO I 
f•:~·.'% Notary Publtc. State of Texas 
:._~--~..-':-! My Commossoon E~poros j 
,,,:r,::~,t~~~~~" April 20, 2015 

STATE OF TEXAS 

COUNTY OF FALLS 

(INDIVIDUAL ACKNOWLEDGMEND 
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BEFORE ME, the undersogned authority, on this day personally appeared Doyle W. Parks, known to me to be the person(s) whose name Is 

subscribed to the foregorng Instruments and acknowledged to me that he executed the same fo r the purposes and consideration thereon expressed. on 

the capacity stated. 

Given under my hand and seal of office this the _3__ day of May. 2013 

, .................................... } 
i ~~·~~lr,.. Shirley Jones 
t ~:"*::~ N o tary Public • 
~ ~ STATE OF TEXAS l 
1 ••• ~~-~ ••••• ~!.~~~~·-~~~~~:: .. i 
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EXHIBIT 'A' 

40. CONTINUOUS DEVELOPMENT. Aller the expiration of the primary tenn, and notwithstanding paragraphs 16 (A) and 16 (B) 
above and any other provision in this lease to the contrary, no portion of th is lease willtenninate if Lessee continues to drill a well (or 
wells) anywhere on the leased premises with no more than 180 days between the release of the drilling rig on one well and the 
commencement of actual drilling operations on a subsequent well (hereinafter referred to as "continuous drilling"). Upon the cessation 
of continuous drilling this lease shall tenninate in accordance with the other relevant provisions herein. If, however, Lessee has filed 
with the Texas Railroad Commission, no later than 60 days prior to 1he expiration of the said 180-day period, all requisite applications 
to drill the next well in the continuous drilling program, and Lessee is unable to proceed with drilling pending authorization by the 
Texas Railroad Commission, then Lessee shall be allowed such additional time as may be reasonably necessary to obtain the 
authorization and thereafter spud the subsequem well. 

4 I. DELAY RENTALS. As stipulated in Paragraph #3 of this lease, the rentals for this lease have been PAID-UP for the second (2nd) 
and third (3rd) years of the primary tenn hereof. Lessee or its assigns shall have the right to keep this lease in force and effect for the 
fourth (4th) and fifih (5th) years of the primary tenn provided for herein by tendering a payment of fifteen hundred dollars($ I 500.00) 
per net acre on or before May 5, 2016 as to any acreage covered hereby and not otherwise being maintained by any other provision 
herein at such time. One half(l/2) of the fourth and fifth year rental will be paid to the Lessor and one half(l/2) will be paid to the 
State ofTexas. 

Inst No. 13..04020 
DIANN 0 . FLOREZ 

COUNTY CLERK 
201 3 Jun 10 at 03: :>4 PIJI 
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tfEVES C~UNTY, TEXAS .. 
By: LR B W@ , DEPuTY 
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CERTIFIED TRUE AND CORRECT COPY CERTIFICATE 
STATE OF TEXAS 
COUNTY OF REEVES 
The above and foregoing is a full, true and correct photographic copy of the 
ong,nat record now in my lawful custody and possession, as ~~~IJ!e{ 
filed:ri!C(}(\fed,in the pub~ f!!O)J}S of my office, found in voLf_ou 
PAGE~ THRU~. 

~~"0'~~ l herebycerllfiedon::s;..l "( //
1 
2D/3 

-~~._. ~':~~ {~ t -4.: ·~S DIANNE 0. FLOREZ, COUNTY CLERK 
a 1" " 'e) REEVES COUNTY, TEXAS 

~:~ .. ,~~ BY ~D & DEPUTY 

.. 
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·. 
Gentrol Lind Otllce 
Rellnqulahmont Act Lease Fonn 
Revlud, September 1997 

4 ') 1\ 
4J U 

13-04021 
F!LEO FOR RECORD 

REEVES COUNTY, TEXAS 
Jun 10, 2013 at 03:34:00 PM 

M\-' l sc:;7ct f) 

~ustin, ~exas 

OIL AND GAS LEASE 

THIS AGREEMENT is made and entered Into thos _IDh_ day of __ --"M,..a..,.y ---~ , between the State of Texas. adong 

by and through its agent. Kel Dean Parlts 

of 6315 StOI)I St., New Orleans LA 70118 

(Gove Permanent Address) 

said agent hereon referred to as the owner of the soil (whether one or more). and ~omarex Eneurgyli.LC~o."". ------

of 600 N. Marlenfeld. Surte §QQ. Midland, Texas 79701 

(Gove Permanent Address) 

----- hereinafter called lessee. 
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1. GRANTING CLAUSE. For and on consideraoon 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 adong by and through the owner of the soot, hereby grants, leases and lets unto lessee, for 0 
the sole and only purpose of prospectong and drilling for and producing oil and gas, laying pipe lines, building tanks. stonng ool and buildong power 4. 
statiom. telephone lines and other strudures thereon. to produce. save. take care of, treat and transport said produds of the lease, the followong lands 
sotuated in _!!_eeves County, State ofTexas. t<rw~ : 2 

N/2, SW/4, NW/4 SE/4 of Sedion 2, Blocll 55, Townshop 3, T&P RR Co. Survey, A-2230 

contaomng 520 J!Q_ acres. more or less The bonus consideration paid for this lease is as follows: 

To the State of Texas: Sixty Fove Thousand Dollars and 25/100 

Dollars ($65,000.25 

To the owner of the soil: S FIVe Thousand Dollars and 25/100 

Dollars ($65,000.25 

Total bOnus consideration: Qne Hundred Thi~housand Dollars and 50/100'!.-.. ___________ _ 

Dollars ($130,000.50 

The total bonus consideration paid represents a bOnus of One Thousand Fove Hundred Dollars and No/1'>!00!!-___ _ __ _ 

----- Dollars ($!.>1 .:t.SO!!:O~.~OO~--- ) per acre. on 86.667 net acres. 

2. TERM. Subjed to the other provisoons in thiS lease. thiS lease shall be for a term of FIVe (5) years from 
this date (herein called ·primary term·) and as long !hereafter as oil and gas. or e~her of them, is produced in paymg quantitoes from said land. As used 
on thtS lease. the term ·produced In paying quantdJeS. means that the receopts from the sale or other authonzed commercial use of the subslance(s) 
covered exceed out of pocket operatoona1 expenses for the SIX months last past. 
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3. DELAY RENTALS. If no wellos commenced on the leased premoses on or before one (1 ) year from this date. this lease shall tenmnate, 

unless on or before such annrversary date Lessee shall pay or tender to the owner of the sod or to h1s credrt in the _______ _ 

See Exhibit 'A' for Rental Instructions Bank, at 
or rts successors (which shall continue as the depos~ory regardless of dlanges 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 th1s paragraph shall operate as a rental and shall cover the privilege of defermg 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 so1l: _ _ ___ _ 

Dollars '-------­

To I he Stale of Texas - ----

Dollars '----

v 
0 
L 

Tolal Delay Renlal· ___ ___ _ 

Dollars -- __) ... 
I In a l1ke manner and upon hke payments or tenders annually, the commencement of a well may be further deferred for successive petiod.s of one (1) 

year each dunng Jhe primary tenn. All payments or tenders of rental to the owner of the soil may be made by check or sight draft of lessee, or any 0 
ass~gnee of th1s lease, and may be delivered on or before the rental paying date. If the bank designated in this paragraph (or its successor bank) should O 
cease 1o exiSt, suspend bus1ness, liquidate. fad or be succeeded by anolher bank, or for any reason fa~ or refuse to accept rental, Lessee shaU not be 
held in default for failure to make sudl payments or tenders of rental uniJI thirty (30) days alter the owner of the SOil shall deliver to Lessee a proper 5 
recordable 1nstrument naming another bank as agentlo recerve sudl payments or tenders. 

• · PRODUCTION ROYAL TIES. Upon production of oil and/or gas. Lessee agrees to pay or cause to be paid one-half (112) of the royalty 
provided for In th1s lease Jo lhe Commiss1oner of the General land Otr~ee of the State of Texas, at Aust1n. Texas. and on&-half (112) of such royalty to the 
owner of Jhe sod: 

(A) OIL. Royalty payable on o~. whiCh is defined as 1ndud1ng all hydrocarbons produced in a liQuid fonn at the mouth of the well and also as 
aU condensate. d1stdlate, and other liQuid hydrocarbons recovered from od or gas run through a separator or other equipment, as hereinafter provided, 
shall be 1!i__ _ part of the gross product1on or the market value !hereof, at the ophon of the owner of the soil or the Commoss10ner of the General P 
Land OffiCe, sudl value to be detennined by 1) the hiQheSI posted price, plus premium, if any, offered or paid foro~. conclensate, diSIJIIate, or other bquld r: 
hydrocarbons, respectively, of a hke type and grav1ty 111 the general area where produced and when run. or 2) the highest market price thereof offered or u 
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 thai before 
any gas produced from I he leased premoses is sold, used or processed 111 a plant, it w~l be run free of cost to the royalty OWrMifS through an adequale o~ 
and gas separalor of conventional type, or other equ1pment at least as efficient, so that alll~quid hydrocarbons recoverable from the gas by such means 
will be recovered. The reqwement that such gas be run Jhrough a separalor or olher equipment may be waived, in wntmg, by the royalty owners upon 0 
such terms and condrtions as they prescribe. 

4 
(B) NON PROCESSED GAS. Royalty on any gas (indod1ng flared gas), which is defined as aU hydrocarbons and gaseous substances not 

defined as oil 111 subparagraph (A) above, produced from any well on said land (except as provided here1n wijh respect to gas processed in a plant for 
the extrad10n of gaso11ne, l~quld hydrocarbons or other products) shall be 1/4 part of the gross production or the market value thereof. at the 
optiOn o f the owner of the soU or the CommissiOner of the General land OffiCe. sudl value to be based on the h~ghest market pnce paid or offered for 
gas of comparable quality In I he general area where produced and when run, or the gross pnce paid or offered to the producer, whiChever is the greaJer. 
provided that the maxmum pressure base 1n measunng the gas under this lease shall not at any time exceed 14.65 pounds per square 1ndl absolute, 
and the standard base temperature shall be siXty (60) degrees Fahrenhert, <:Qrrection to be made for pressure according to Boyle's u w . and for specdic 
grav1ty accordmg to tests made by the Balance Method or by the most approved melhod of testing be1ng used by the industry at the lime of testing. 

(C) PROCESSED GAS. Royalty on any gas processed in a gasoline plant or other plant for the recovery of gaso~ne or other liquid 
hydrocarbons shall be 1M___ part of the residue gas and the liquid hydrocarbons extracted or the market value thereof, at the option of the owner 
of the sod or the Commoss10ner of lhe General Land OffiCe. All royalties due herein shaU be based on one hundred percent (1000.4) of the total plant 
productiOn of residue gas attributable to gas produced from this lease, and on fifty percent (50%). or that percent acauing to Lessee, whichever IS the 
greater, of the total plant produdion of liquid hydrocarbons attnbutable to the gas produced from thos lease; provided that if liquid hydrocarbons are 
recovered from gas processed In a plant in which Lessee (or its parent. subsidiary or affihate) owns an Interest, lhen the percentage appfiCSble to bquld 
hydrocarbons shall be fifty percent (50%) or the hiQheSt percent accruing to a th1rd party processmg gas through sudl plant under a process1119 
agreement negotiated al arm's length (or 1f Jhere is no sudlth1rd party, the highest percent Jhen being specified in processing 319reements or contracts In 
the 1ndustry), whldlever Is the greater. The respect1ve royalties on residue gas and on liQuid hydrocarbons shaU be detennUled by 1) the highest market 
pnce paid or offered for any gas (or ltquid hydrocarbons) of comparable quality in the general area, or 2) the gross price paid or offered for such residue 
gas (or lhe we1ghted average gross selling price for lhe respective grades of liQuid hydrocarbons). whichever Is the greater. In no event, however, shall 
the royalties payable under thiS paragraph be less lhan the royaK10s whiCh would have been due had the gas not been processed. 

(0) OTHER PRODUCTS. Royalty on carbon black, sulphur or any other products produced or manufadured from gas (excepting bquid 
hydrocarbons) whelher said gas be 'cas1nghead,' "dry,' or any other gas, by fractionating, burning or any other processing shaU be 1/-4 part of 
the gross production of such produds, or the markel value thereof. at the option of the owner of the soU or the Commissioner of the General Land OffiCe, 
such market value to be detenn1ned as follows: 1) on the bas1s of the h1Qhest market price of eadl product for the same month 111 which sudl product as 
produced, or 2) on the bas•s of tho average gross sale price of eadl product for the same monlh m which sudl products are produced; whichever Is the 
greater. 

5. MINIMUM ROYALTY. During any year after the exp1131Jon of the primary tenn of this lease, if this lease is mamtained by productJon, Jhe 
royah~es paid under th1s lease in no event shall be less than an amount equal to the total annual delay rental herein provided; otherwase, there shall be 
due and payable on or before the last day of the month succeeding the anniversary date of this lease a sum equal to the total annual rental less lhe 
amount of royah.es paid dunng the preced1ng year. If Paragraph 3 of thiS lease does not specify a delay rental amount, then for the purposes of this 
paragraph, the delay rental amount shall be one dollar ($1 .00) per aae 
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6. ROYALTY IN KINO. Notw1thstand1ng any other provision in th1s lease. at any time or from time to bme, the owner of the sod or the 
CommiSSIOner of the General Land OffiCe may. at the option of either. upon not less than siXty (60) days notice to the holder of the lease, requ1re that the 
payment of any royalt ies accruing to such royalty owner under this lease be made m kind. The owner of the soa·s or the CommiSSioner of the General 
land Office's right to take its royalty in kind shall not d11111msh or negate the owner of the soil's or the CommiSSIOner of the General Land Offl08's nghts 
or l essee's obligations, whether express or implied, under thiS lease. 

7. NO OEOUCTIONS. l essee agrees that all roya~ies accruing under th iS lease (including those paid in kind) shaU be without deduction for 
the cost of producing, gathering , storing, separating, treating, dehydrating, compressing, processing, transporting, and otherwise making the 011, gas and 
other products hereunder ready for sale or use. Lessee agrees to compute and pay royaHies 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 V 
used to process gas produced hereunder in any processmg plant Notwithstanding any other proVIsiOn of this lease, and subjed to the wntten consent of Q 
the owner of the sod 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 oU o r gas producing fonnation underlying the leased prem1ses after the l~quid hydrocarbons contained in the gas have been removed. L 
no roy a Hies 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 royaH~es not taken in kind shall be paid to the Commissioner of the General Land Office at 1 
Auslln, Texas, in the foHowmg manner. 

G 
Payment of royalty on production of 011 and gas shall be as provided 1n 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 Slh day or the second month succeeding the month of productJon, and royalty 0 
on gas is due and must be received in the General Land Otlice on or before the 15th day of the second month succeed~ng the month of production, 5 
accompanied by the affidavit of the owner, manager or other authorized agent. completed in the fonn and manner prescribed by the General Land Office 
and showing the g ross amount and disposition or all oil and gas produced and the market value or the oil and gas. together with a copy or all documents. 
records or reports confinnlng the gross production, d isposition and market value Including gas meter readings, pipeline rece1pls, 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 
wh1ch the General Land OffiCe may require to verify the gross production, d isposition and market value. In all cases the authority of a manager o r 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. II Lessee pays 
hiS royalty on or before thirty (30) days after the royalty payment was due. then Lessee owes a penalty or 5% on the royalty or $25.00, whlcl1ever IS ;:> 
greater. A royalty payment which is over thirty (30) days late shall a=ue a penalty of 10% of the royalty due rx $25.00 whichever IS greater. In addibon G 
to a penalty, royaHies shall accrue interest at a rate of 12% per year; such interest Will begin to accrue when the royalty is sixty (60) days overdue 
Affidav11s and supporting documents which are not filed when due shall incur a penalty 1n an amount set by the General Land OffiCe admmislralrve rule 
which is effective on the dale when the affidavits or supporting documents were due. The Lessee shall bear all responsibility for pay1ng or caus1ng 
royan1es to be paid as prascribed by the due date provided here1n. Payment of the delinquency penalty shaU 1n no way operate to prohibh the State's 
right of forfeiture as provided by law nor act lo postpone the date on which royaHies were originally due. The above penalty provisiOns shall not apply in 0 
cases of thle dispute as to the State's portion or lhe royalty or to that portion or the royalty in dispute as to fair market value. 

4 
10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually furnish the Commissioner of the General Land OffiCe 

wnh rts best possible estimate of oij and gas reserves underlying this lease or allocable to this lease and shall furnish said CommiSsioner wrth copies of 
an contracts under which gas is sold or processed and all subsequent agreements and amendments to such contracts w1thin thirty (30) days after 
entering into or making such contracts. agreements or amendments. Such contrects and agreements when received by the General Land OffiCe shaU be 
held In confidence by the General Land OffiCe unless otherw1se authorized by Lessee. All other contracts and records pertammg to the productiOn, 
lransP,Ortation, 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 shaQ at all t1mes be subject to Inspection and examination by the Commissioner or the General Land Office, the 
AHomey General, the Governor. or the representative of any of lhem. 

(B) PERMITS, DRILLING RECORDS. Written notice or all operatiOns on this lease shall be submrHed 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 or any well or 
wells Such wntten notioe to the General Land OffiCe shall Include copies of Railroad Commission forms for applicatiOn to dril. Copies of wea tests, 
complehon reports and plugging reports shall be supplied to lhe General Land Office at the time they are filed with the Texas Ra1lroad CommiSSIOn. All 
applical10ns, pennits. reports or other fifings 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 "Stale' in the title. Add4ionally, in accordance with Railroad Comm1ss1on 
rules, any signage on the leased premises for the purpose o r Identifying wells, tank baHeries or other associated improvements to the land must also 
include the word ·s tate.' lessee shall supply the General Land OffiCe wrth any records, memoranda, accounts, reports, cuttings and cores. or other 
lnlonnation relative to the operation of the above-described premises, which may be requested by the General Land Offl08, in addrtion to those here1n 
expressly provided for Lessee shall have an electrical and/or radioactivity survey made on the bon~-hole section, from the base or the surface casing lo 
the total depth of well, of all wells dnlled on the above descnbed premises and shall transmit a true copy of the tog of each survey on each well to the 
General Land OffiCe Within fifteen (15) days after the making of said survey. 

(C) PENAL TIES. Lessee shall incur a penalty whenever reports, documents or other matenats 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 effectrve on the date when the matenals were due in 

the General Land OffiCe. 

11. DRY HOLEJCESSATION OF PRODUCTION DURING PRIMARY TERM. II, dunng the primary tenn hereof and prior to diSCOvery and 
produe1ion or oil or gas on said land , Lessee should drill a dry hole or holes thereon, o r if dunng the primary tenn hereof and after the diScovery and 
aclual productiOn of oil or gas from the teased prem~ses 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 or said dry hole or cessation of product1on lessee commences add1t10nal dnUing 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 or the 
primary tenn or within sixty (60) days prior thereto, a dry hole be completed and abandoned, or the production of 011 or gas should cease for any cause. 
Lessee's rights shall remain in full force and effect wrthout further operations until the expiration of the prTilary tenn: and if Lessee has not resumed 
production in paying quant~ies at the exprration of the primary tenn, Lessee may maintain this lease by conducting additional drilling or reworking 
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operations pursuant to Paragraph 13, using the expiration o f the primary term as the date of cessation of productoon under Paragraph 13. Should the first 
well or any subsequent well drilled on the above descnbed land be completed as a shut-in oil or gas well. within the pri":'ary term ~reof, lessee may 
resume payment of the annual rental in the same manner as provided herem on or before the rental payong date following the exporahon of sucty (60) 
days from the date of completion of such shuHn oil or gas well and upon the failure to make such payment, thiS lease shaU ipso fado termonate. If at the 
exp11atron of the pnmary term or any time thereafter a shut-in ool or gas well os located on the leased premises, payments may be made in accordance 
wrth the shul-in provtSoons hereof. 

12. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. If, at the exp11ation of the pnmary term, neither oil nor gas is bemg 
produced on said land, but Lessee is then engaged in drilling or reworl<ing operations thereon, this lease shall remain in force so loog as operations on 
said well or for drilling or reworl<ing of any additional wells are prosecuted in good faith and in worl<manlike manner without interruptions totaling more 
than sixty (60) days during any one such operation, and if they resuH in the production of oil and/or gas, so long thereafter as oil and/or gas is produced V 
in payong quantities from said land, or payment of shut-in ool 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 o~ or gas from the leased 
prem1ses, after once obta1ned. should cease from any cause, this lease shaU not terminate if Lessee commences additional dnlling or reworl<rng 
operations wijhln sixty (60) days after such cessation. and this lease shall rema1n 1n full force and etred for so long as such operations continue in good 
fa1th and In worltmanlike manner without interruptions totaling more than sixty (60) days. If such drilling or reworlting operations result in the producllon 
of oil or gas, the lease shall remam In full force and effed for so long as oil or gas is produced from the leased premises in paying quantities or payment 

0 
L 

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 rewonong 1 
operations result in the completion of a well as a dry hole, the lease will not term1nate if the Lessee commences additional drilling or reworlting 
operations Within sixty (60) days after the completion of the well as a dry hole, and this lease shall remain in etred so long as Lessee continues drillrng or 0 
reworlting operations in good faith and in a worltmanlike manner without interruptions totaling more than sixty (60) days. lessee shall give written notice O 
to the General Land Office within thirty (30) days of any cessation of production. 

5 
1-4. SHUT -IN ROYAL TIES. For purposes of th1s paragraph, 'Well" means any well that has been assigned a weU number by the state agency 

havrng junsdldron over the production of 011 and gas. If, at any time after the expiration of the primary term of a lease that, Wltil being shut in, was be1ng 
maintained 1n 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 be1ng 
produced for lack of suitable production facil itoes or lack of a suitable marltet, then Lessee may pay as a shut-in oil or gas roya«y an amount equal to 
double the annual rental provided in the lease, but not less than $1 ,200 a year for each weU capable of producing oll or gas in paying quantr!Jes. If 
Paragraph 3 olthrs lease does not specify a delay rental amount, then lor the purposes of this paragraph, the delay rental amount shall be one dollar 
($1.00) per acre. To be effedrve, each in~ial shut- in oil or gas roya«y must be paid on or before: (1) the expirat ion ofthe 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 reworlting operation in accordance P 
wrth the lease provisions; whichever date is latest Such payment shall be made one-hall (112) to the Commissioner of the General land Office and one- G 
half (112) to the owner of the soil. lithe shut-in oil or gas royally is paid, the lease shall be considered to be a producing lease and the payment shall 
extend the term of the lease for a period of one year from the end of the primary term, or from the first day of the month fol lowing the month in which 
production ceased, and, after that, if no suitable production facil~ies or suitable marltel for the oil or gas exists, Lessee may extend the lease for lowf two 
more successove periods of one (1) year by pay1ng the same amount each year on or before the expiration of each shut-in year. 

0 
15. COMPENSATORY ROYALTIES. If, dunng the period the lease is kept in etred by payment of the shut-in oil or gas royally, Oil or gas is 

sold and delivered in pay1ng quant~ies from a wei located within one thousand (1.000) feel of the leased premises and completed in the same produCing 4 
reservoir, or in any case In which drainage is occurring Draining Well as defined in paragraph 45, the right to continue to maintain the lease by paying 2 
the shut-in Oil or gas royally shall cease, but the lease shall remain effedive for the remainder of the year for which the roya«y has been paid. The 
Lessee may ma~ntain the lease lor lour more successive years by Lessee paying compensatory royally al the royaty rate provided in the lease of the 3 
market value of production from the well causing the drainage or which is completed in the same producing reservoir and w ithin one thousand (1 ,000) 
feet of the leased premises. The compensatory royally is to be paid monthly, one-hall (112) to the Commissioner of the General land Office and one-half 
(112) to the owner of the soil, beginning on or before the last day of the month following the month in which the oll or gas is produced from the well 
causing the drainage or that is completed in the same producong reservoir and located within one thousand (1 ,000) feet ot the leased premises. II the 
compensatory royally paid 1n any 12-month period is an amount less than the annual shut-in oil or gas royalty, Lessee shau pay an amount equal to the 
drfference wilhrn thirty (30) days from the end of the 12-month period. Compensatory royalty payments which are not umely pard will accrue penally and 
interest in accordance w1th Paragraph 9 of this lease. None of these proviSions will relieve lessee of the obligation of reasonable development nor the 
obligauon to drill offset wells as provided in Texas Natural Resources Code 52.173; however. at the determination of the Commissioner, and with the 
Comm1ssooner's written approval, the payment of compensatory roya~ies can satosfy the obligation to drill offset weUs. 

16. RETAINED ACREAGE. Notwithstanding any provision of this lease to the contrary, after a well producing or capable of producong odor 
gas has been completed on the leased premises. Lessee shall exercise the d iligence of a reasonably prudent operator in drilling such add"ional well or 
wells as may be reasonably necessary for the proper development of the leased premises and in marl<eting 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 h 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 (induding a shut.Jn oU or gas weU as provided in Paragraph 1-4 hereof}, or a well 
upon which Lessee is then engaged in continuous dnlhng or reworlting operations, or (2) the number of acres included in a producong pooled unrt 
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 productJOn 
purposes to a proration un~ for each such producing well under the rules and regulations of the Railroad CommiSSion of Texas, or any successor 
agency, or other governmental authority hav1ng jurisd1dion. 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 weU or wells for produdion purposes. 
Notwithstanding the termination of this lease as to a portion of the lands covered hereby, lessee shall nevertheless continue to have the nght of ingress 
to and egress from the lands still subJect to this lease lor all purposes descnbed in Paragraph 1 hereof, together with easements and rights-of-way for 
exist1ng roads, existong pipelines and other existing facihlies on, over and across all the lands described in Paragraph 1 hereof ("the retained lands'), lor 
access to and from the retained lands and for the gathenng or transportation of oil, gas and other minerals produced from the retained lands. 
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(B) HORIZONTAL. In the event this lease 1s 1n force and effect two (2) years after the exp1ration date of the pnmary or extended term it shall 
funher terminate as to all depths below 100 feet below the deepest producing formation in each well located on acreage retained in Paragraph 16 (A) 
above. unless on or before two (2) years after the pnmary or extended term lessee pays an amount equal to one-half (112) of the bonus ong1nalty paid 
as consoderallon for th1s lease (as speclfled 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 adddJOnal penod of two (2) years and so long thereafter as oil ex gas is produced in paying quantities from 
such deeper depths covered by this lease. 

(C) IDENTlFICA TION AND FlUNG. The surface acreage retained hereunder as to each well shall. as nearly as practical. be in the form of a 
square wrth the well located in the center thereof. or such other shape as may be approved by the CommiSsioner of the General land OffiCe. Wrthin 
thirty (30) days after partial termination of th1s lease as provided herein. Lessee shall execute and record a release or releases containing a sabsfactory 
legal description of the acreage and/or depths not retained hereunder. The recorded release. or a certif~ed copy of same. shall be filed in the General V 
La rid Office. accompanied by the filing fee prescribed by the General land Office rules in effect on the date the release is filed. If Lessee falls or refuses 
to execute and re<:old such release or releases w•hin ninety (90) days after being requested to do so by the General land Office. then the 0 
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 ex counties where the lease is located and In the official records of the General land Office and such L 
desJgnaiiOn shaU be bind1ng upoo Lessee for all purposes 

17. OFFSET WELLS. Nerther the bonus, delay rentals, nor royanies paid, or to be paid, under this lease shall relieve Lessee of his obligatiOn 
to prote<:t the oil and gas urlder the above-described land from being drained. Lessee. sublessee, receiver or other agent in control of the leased 1 
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 commercral quantHies wahm 1,000 feel of the leased premises. 0 
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 O 
leased premises sha" in good faith begin the dnlbng of a weU or wells upon the leased premiSes w~hln 100 days after the draining well or wells or the 
well or wells completed ~hin 1,000 feet of the leased premises start produCing in commercial quantities and shall prosearte such driling with diligence. 5 
Failure to satisfy the statutory offset obligation may subject this lease arid the owner of the soil's agency rights to forfe~ure. Only upon the determination 
of the Commissioner of the General Land OffiCe and wrth his written approval may the payment of compensatory royaly under applicable statutory 
parameters sahsty the obligation to dr~l an offset well or wells required under this paragraph. 

18. FORCE MAJEURE. If, after a good fa~h effort. Lessee is prevented from complying w ith any express or unplied 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, rebeH1on, 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 shal be suspended and Lessee shall not be liable for damages for fa ilure to comply ~h such covenants: additionally, th1s tease shall be P 
exterlded while Lessee is prevented. by any such cause, from conducting drill ing and reworicing operations or from producing oH or gas from the teased G 
prem1ses. However. nothing in this paragraph shall suspend the payment of delay rentals In order to ma1ntain this lease In effect during the pnmary term 
in the absence of such drilllllQ or reworiclllQ operations or production of od or gas. 

19. WARRANTY CLAUSE. The owner of the so11 warrants and agrees to defend title to the leased premises. If the owner of the sod defauijs 
1n payments owed on the leased premiSes. then Lessee may redeem the rights of the owner of the so~ in the leased premiSBS by paying any mor1gage. 0 
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 

4 cost of these payments from the rental and roya~l8s due the owner of the soil. 

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soil owns less than the entire undivided surface estate in the above 
described land, whelhef or not Lessee's interest1s specified herem. then the royalties and rental herein provided to be pad to the owner of the soli shall 
be patd to h1m 1n the proportion which hiS interest bears to the entire undiVided surface estate and the royaHies and rental here111 provided to be paid to 
the Commissioner of the General land Office of the State of Texas shall be likewise proportionately reduced. However, before lessee adjusts the 
royany or rental due to the CcxnmiSsioner of the General land Office. lessee or his authorized representative must submrt to the Ccxnmiss10ner of the 
General land Office a written statement which expla1ns the discrepancy between the interest purponedly leased under this lease and the actual 1nterest 
owned by the owner of the soil. The Commissioner of the General land Office shall be paid the value of the whole productiOn allocable to any undiVIded 
interest not covered by a lease. less the proportionate development and production cost allocable to such undivided interest. However, in no event shall 
the CommissiOner of the General land Office receive as a royany on the gross production allocable to the undivided interest not leased an amount less 
than the value of one-sixteenth (1/16) of such gross production. 

(B) REDUCTION OF PAYMENTS. If, during the primary term, a portion of the land covered by thiS lease is included within the boundanes 
of a pooled unit that has been approved by the School Land Board and the owner of the soil in accordance with Natural Resouroes Code Sections 
52 151·52.154, or it, at any time after the expiratiOn ofthe primary term or the extended term, this lease covers a lesser number of acres than the total 
amount descrtled herein, payments that are made on a per acre basis hereunder shall be reduced according to the number of &eres pooled, re leased. 
surrendered, or otherwiSe severed, so that payments determined on a per acre basis under the terms of th1s lease during the primary term shall be 
calculated based upon the number of acres outside the boundaries of a pooled unrt. 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 su~ble for livestocl< or irrigation purposes 
for waterftood operations whhout the prior consent of the owner of the soil. 

22. AUTHORIZED DAMAGES. Lessee shall pay the owner of the so~ for damages caused by 1ts operations to aU personal propeny, 
Improvements, INestocl< and crops on said land. 

23. PIPEUNE DEPTH. When requested by the owner of the sod, Lessee shall bury Its pipelines below plow depth. 

24. WELL LOCATION U MIT. No well shall be drilled nearer than two hundred (200) feet to any house or bam now on said prem1ses without 

the wnnen consent of the owner of the soH. 
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25. POLLUTION. In developing th1s area. Lessee shall use the hghest degree of care and aU proper safeguards to prevent pollution. Without 
hmRmg the forego1ng. pollut1on of coastal wetlands. natural waterways. nvers and impounded water shall be prevented by the use of containment 
fac.ht1es suffiCient to prevent spillage. seepage or ground water contamination. In the event of pollution. Lessee shaU use aU means at its d1sposal to 
recapture all escaped hydrocarbons or other pollutant and shall be responsible for all damage to publiC and pnvate properues. Lessee shall build and 
ma1nta1n fences around 1ts slush. sump. and dra111age p1ts and tank ballenes so as to protect livestock againsl toss. damage or injury: and upon 
completion or abandonment of any well or wells. Lessee shall fill and level aU slush pu and cellars and completely clean up the drilling s~e of aU rubbish 
thereon. Lessee shall, wh1le conducting operatiOns on the leased premises, keep said premiSes free of all rubbish. cans, bollles, paper cups or garbage. 
and upon completion of operations shall restore the surface of the land to as near its orlgUlal condrbon and contours as is practicable. Tanks and 
equipment will be kept painted and presentable. 

26. REMOVAL OF EQUIPMENT. Subject to llm1tations in this paragraph, Lessee shall have the right to remove machinery and fixtures placed V 
by Lessee on the leased prem1ses, inctudtng the nght to draw and remove casmg, wRhrn one hundred twenty (120) days after the expltat.ton or the 
terminatton of th1s lease unless the owner of the so~ grants Lessee an ex1ens10n of thiS 120-day penod. However, Lessee may nol remove casmg from Q 
any well capable of producing o~ and gas 1n pay1ng quant1l!es AddR10naUy. Lessee may not draw and remove casing untJI after thlfly (30) days wntten L 
notJce to the CommiSSIOoor of the Geooral Land Office and to the owner of the SOli The owner of the soil shall become the owner of any mach10ery, 
fixtures, or casrng whiCh are not tunely removed by Lessee under the terms of thiS paragraph. 

21. (A) ASSIGNMENTS. Under the condR10ns conta1ned in this paragraph and Paragraph 29 of thiS lease, the rights and estates of eRher 

pany to th1s lease may be assigned. in whole or 111 part. and the provisions of this lease shall extend to and be b1nding upon tllel( heirs. deviSees, legal 1 
representatiVes. successors and assigns. However, a change or d1v1S1on in owoorship of the land, rentals. or royalties WIU not enlarge the obligations of 
Lessee. dim1msh the rights, pnv1teges and estates of Lessee, 1mpa11the effectiVeness of any payment made by Lessee or mpair the effectiveness of any 0 
act performed by Lessee. And no cnange or d iVISion in ownership of the land. rentals. or royanies shall bind Lessee for any purpose unbl thirty (30) days 0 
after tne owr~er of the sod (or hiS heirs, devisees, legal representatrves or ass~gns) furnishes the Lessee wrth satisfactory wrillen evidence of the change 
1n ownership, 1nclud1ng the ongmal recorded muniments of trtle (or a certified oopy of such original) when the ownership changed because of a 5 
conveyance. A total or partJal asstgnment of thiS lease shall. to the extent of the Interest asstgned, relieve and discharge Lessee of aU subsequent 
oblgat1ons under this lease If this lease is assgned in rts entirety as to only part of the acreage, the right and option to pay rentals shaU be apportioned 
as between tile several owners ratably, aocordmg to the area of each, and fa11ure by one or more of them to pay hiS share of lhe 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 assgnor or asstgnee does no1 file a certified 
copy of such asstgnment1n the General Land Office before the nex1 rental paying date. the entire lease shaU tenmnate for fa~ure to pay the entire rental 
due under Paragraph 3. Every assignee shall succeed to all nghts and be subject to all oblgations, liabilities, and penaltles owed to the State by the 
ong1nallessee or any pnor assgnee of the lease. including any liabilities to the State for unpaid royaMies. 

p 
(B) ASSIGNMENT UMITA TlON. Notwhhstand1ng any provision 1n Paragraph 27(a). if the owoor of the soil acqu1res this lease in whole or tn G 

pan by assignment wllhou1 the pnor written approval of the Commissioner of the General Land OffiCe. this lease is void as of the time of asstgnment and 
the agency power of the owner may be forferted by the CommiSSIOner. An asstgnment wdl be treated as if d were made to the owner of the soi if the 
assgnee IS: 

(1) a nom111ee of the owner of the soli, 
(2) a corporation or subsidiary 1n whiCh the owner of the soli IS a principal stockholder or is an employee of such a corporation or subsldtary. 
(3) a partnership In whiCh the owr~er of the soli is a partner or is an employee of such a partnership; 
(4) a princtpal stockholder or employee of the corporation which is the owner of the soil; 
(5) a partner or employee in a partnership wh1ch Is the owner of the soil; 
(6) a rlduclary for the owner of the soli; lnctud1ng but not l1mited to a guardian, trustee, executor, administrator, receiver, or conservator for the 
owner of the soli, or 
(7) a fam1ly member of the owner of the soli or related to the owner of the soli by marnage. blood, or adopuon. 

28. RELEASES. Under the condrt10ns contained In this paragraph and Paragraph 29. Lessee may at any time execute and dehver to the 
owner of the so11 and place of record a release or releases covenng any port1on or portions of the leased premiSeS. and thereby surrender th1s 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 property surrendered. tile 
delay rental due under th1s lease snal be reduced by the proportiOn that the surrendered acreage bears to the acreage which was covered by this lease 
mmed1ately pr10r to such surrender; however, such release Will not relieve Lessee of any Uabildies which may nave acaued under this lease pt10r to the 
surrender of such acreage. 

29. FILING OF ASSIGNMENTS AND RELEASES. If all or any part of th1s lease is asstgned or released, such asstgnment or release must be 
recorded 1n the county where the land is Situated, and the recorded instrument, or a copy of the recorded instru~r~enl certtfed by the County Clerk o f the 
county 1n wh1ch the Instrument is recorded, must be flied In the General Land Office wrthin 90 days of the last execution dlate accompanied by the 
prescnbed filing fee. If any such assignment is not so filed, the nghts acqu11ed urlder thiS lease shall be subjed to forledure at the opuon of the 
Comm1sstoner of the General Land OffiCe. 

30. DISCLOSURE CLAUSE. AU prOVISIOns perta1n1119 to the lease of the above-<lescnbed land have been 1nduded in thiS instrument. 
1nclud111g the statement of the true consideratiOn to be paid for the executiOn of thiS lease and the nghts and du1ies of the parties. Any c:obteral 
agreements concem1ng the development of oil and gas from the leased prem1ses 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 owr~er of the soU conflict w1th those of the State. the owner of the soli is obligated to put the State's 
Interests before his personal interests. 

32. FORFEITURE. If Lessee snail fall or refuse to make the payment of any sum with111 thiny days after it becomes due. or if Lessee or an 
authonzed agent should knowrngly make any false return or false report concemmg production or driU1ng, or if Lessee shaU fa~ or refuse to dnU any 
offset well or wells 1n good farth as required by law and the rules and regulations adopted by the Commiss10oor of the General Land Offtce, or W Lessee 
should fa1l to file reports m the manner required by law or fall to comply wrth rules and regula tiOnS 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 pertaimng to operatiOOS, or If Lessee or 
an authorized agent should knowtngly fail or refuse to grve correct information to the proper authorny. or knowingly fall or refuse to furnish the General 
Land OffiCe a correct log of any well, or if Lessee shall knOWingly v10lale any of the material proviSions of this tease. or if ttus tease is assigned and the 
assgnment is not filed 1n the General Land Office as required by law. the rights acquired under ll11S lease shaU be subjed to forfe~ure by tne 
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CommiSSioner. and he shall forfert same when sufficiently mformed of the facts wh1ch authonze a forfe~ure, and when forfeited the area shall agam be 
subject to lease under the terms of the Relinquishment Act. However. nothing herein shall be construed as wa1V1119 the automatic terminatiOn of thiS 
lease by operation of law or by reason of any speclallim~al ion ansing hereunder. Forfertures may be set aside and this lease and all rights thereunder 
rernslaled before the rights of another intervene upon satisfactory evidence to the Commissioner of the General Land Offl08 of Mure compliance wijh 
the proviSIOns of the law and of thiS lease and the rules and regulations that may be adopted relatiVe hereto. 

33. UEN. In accordance w~h Texas Natural Resources Code 52.136, the Stale shall have a first lien upon all oil and gas produced from the 
area covered by thiS lease to secure payment of all unpaid royalty and other sums of money that may become due under thiS lease_ By acceptance of 
thrs lease, Lessee grants the Stale, in addrtion to the foen provided by T!!xas Natural Resources Code 52.136 and any other applicable atatulory 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 lhe sale of such leased minerals, whether such proceeds are held by Lessee or by a third party, and all fiX!ures on and improvements to the V 
leased premises used rn connedron w~h the production or processing of such leased minerals In order to secure the payment of all royaHies 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 Q 
any covenant or cond~ion of this lease, whether express or implied. This lien and security interest may be foreclosed with or w~hout court proceedrngs m 
the manner provided in the n te 1, Chap. 9 of the Texas Bus1ness and Commerce Code. lessee agrees that the CommiSSIOner may requrre Lessee to L 
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 l~ens arising from and relating to Lessee's activities upon the abov~scnbed property or from Lessee's aoquis~ion 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 
herern. 1 

34. POOLING. lessee is hereby granted the right to pool or un~tZe the royalty interest of the owner of the soil under this lease wnh any other 0 
leasehold or mmeral interest for the exploration, development and production of oil or gas or either of them upon the same terms as shall be approved O 
by the School land Board and the Commissioner of the General Land Office for the pooling or un~tZing 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 provisoon in this lease salisf~es the 5 
execution requirements staled in Texas Natural Resources Code 52.152. 

35. INDEMNITY. lessee hereby releases and discharges the State of Texas and the owner of the soli, ltlelf officers, employees, partners. 
agents. contractors, subcontractors. guests. invrtees. and their respectiVe successors and assigns, of and from all and any actiOns and causes of actiOn 
of every nature. or other harm, including environmental harm, for which recovery of damages is sought, including, but not limited to, all losses and 
expenses which are caused by the adivdies of lessee, ~s officers. employees. and agents aris~r~g out of, incidental to, or resuhrng from. the operatrons 
of or for Lessee on the leased premrses hereunder, or that may anse out of or be occasioned by Lessee's breach of any of the terms or proVISions of thiS 
Agreement, or by any Olher negligent or stnctly liable act or omission of Lessee. Further, lessee hereby agrees to be liable for, exonerate, indemnify, P 
defend and hold harmless the Slate of Texas and the owner of the soil, their offrcers, employees and agents, their successors or assrgns. against any G 
and all clams, liabilijies, losses. damages. actions, personal in1ury (including death), costs and expenses, or other harm for whiCh recovery of damages 
IS sought, under any theory including tort. contract. or stricl habilrty, Including attorneys' fees and other legal expenses, Including those related to 
environmental hazards, on the leased premises or in any way related to lessee's fa ilure to comply With any and all enwonmental taws: those arisrng 
from or in any w ay related to Lessee's operations or any other of Lessee's activities on the leased premises, those arisrng from lessee's use of the 
surface of the leased premises: and those tha1 may anse out of or be occasioned by lessee's breach of any of the lenns or provrs•ons of this Agreement 0 
or any other act or omisstOn of Lessee, ijs directors, offrcers, employees, partners, agents, contractors, subcontractors. guests, invitees, and therr 
respective successors and assigns_ Each assignee of this Agreement, or an interest therein, agrees to be liable for, exonerate, indemnify, defend and 4 
hold harmless the Stale of Texas and the owner of the soli. their olfroers, employees, and agents in the same manner provided above in connection ~h 2 
the act.ivilles of Lessee, Ks off~eers, employees, and agents as described above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF 

6 THE INDEMNITY OBLIGATIONS ANDIOR LIABILITIES ASSUMED UNDER THE TERMS OF THIS AGREEMENT SHALL BE WITHOUT LIMITS 
AND WITHOUT REGARD TO THE CAUSE OR CAUSES THER.EOF (EXCLUDING PRE-BCISTING CONDffiONS), STRICT LIABILITY, OR THE 
NEGLIGENCE OF ANY PARTY OR PARTIES (INCLUDING THE NEGLJGENCE OF THE INDE.MNIFIED PARTY), WHETHER SUCH NEGLIGENCE 
BE SOLE, JOINT, CONCURRENT, ACTIVE, OR PASSIVE. 

36. ENVIRONMENTAL HAZARDS. l essee shall use the highest degree of care and all reasonable safeguards to prevent contamination or 
pollutron of any environmental med1um, including soil, surface waters. groundwater, sediments, and surface or subsurface strata, ambient all or any 
other enwonmental medium in, on, or under. the leased premrses. by any waste. pollutant, or contaminanl l essee shaD not bnng or pennd to remarn on 
the leased premises any asbestos conta1ning matenals, explosives, toxic materials. or substances regulated as hazardous wastes, hazardous materials, 
hazardous substances (as the term 'Hazardous Subslanoo' is defined in the Comprehensive Enwonmental Response, Compensation and Liability Act 
(CERCLA). •2 U.S.C. Sections 9601, at seq.). or toxic substances under any federal, state. or local law or regula1JOn ('Hazardous Malenals1. except 
ordinary products commonly used in connection with orland gas exploration and development operations and stored in the usual manner and Quantrt~es . 
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, LIABllfTIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS' FEES AND COURT 
COSTS) CAUSED BY OR ARISING OUT OF (1) A VIOLATION OF THE FOREGOING PROHIBffiON 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 
APPUCABLE 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 SHALLIMMEDIATEL Y 
GIVE THE STATE OF TEXAS AND THE OWNER OF THE SOIL WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS 
PARAGRAPH UPON LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY 
GOVERNMENTAL AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBLIGATIONS 
OF LESSEE HEREUNDER SHALL SURVIVE THE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF THIS AGREEMENT. 

37. APPLICABLE LAW. This lease Is issued under the provisions of Texas Natural Resources Code 52.171 through 52.190, commonly 
known as the Relinquishment Act, and other applicable statutes and amendments thereto, and If any provision 10 this lease does not conform to these 
statutes. the statutes win prevail over any nonconforming lease provisiOns. 
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38. EXECUTION. This 011 and gas lease must be s~gned and acknowledged by the Lessee before it is filed of record in the county records and 
1n the General Land OffiCe of the State of Texas. Once the filing requirements found in Pardgraph 39 of this lease have been satisfied, the effective date 
of th1s lease shall be the <tate found on Page 1. 

39. LEASE FlUNG. 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 pan of the leased premises is located, and certified copies thereof must be filed in the General Land 
Office. This lease is not efledive unl.il 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 wnh Texas Natural Resources Code 52.183. Additionally, this lease shall not be binding upon the State unless ~ 
rec1tes the actual and true consideratoon paid or promised for execution of this lease. The bonus due the State and the prescribed f~ing fee shall 
accompany such cert1fllld copy to the General Land Office. 

LESSEE 

:~·-~ tc1f 
Title· Roger Alexander, Attorney-in-Fact of C1marex Energy Co. 

Date:-------------------

STATE OF ThJ.W)~-f:_--z;.-::;:::::::""' 

BY:~~~~~~~~~~~~~-----

STATE OF TEXAS 

COUNTY OF MIDLAND 

(CORPORATION ACKNOIM.EDGMENn 

BEFORE ME, the unders1gned authouty, on this day personally appeared Roger Alexander, known to me to be the person whose name is 

subscnbed to the foregoing 1nstruments as Attorney-in·Fact of C1mare.x Energy Co. and acknowledged to me that he executed the same for the 

Notary Public 1n and for S11tr£ fJf =roc as 

(INDIVIDUAL ACKNO'v'I/I...EDGMENn 

STATE OF LO~NA 

PARISH OF oJ ~ 
BEFORE ME, the undersigned authority, on this day personally appeared Kelly Dean Parks, known to me to be the person(s) whose name is 

subscnbed to the forego1ng instruments and acknowledged to me that he executed the same for the 

purposes and consideration therein expressed, in the capaCity stated. 

G1ven under my hand and seal of offoce this the _ } day of -J~'--'-=--cl-----7"''/ 
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EXHIBIT 'A' 

40. CONTINUOUS DEVELOPMENT. After the expiration of the primary term, and notwithstanding paragraphs 16 (A) and 16 (B) 
above and any other provision in this lease to the contrary, no portion of this lease will terminate if Lessee continues to drill a well (or 
wells) anywhere on the leased premises with no more than 180 days between the release of the drilling rig on one well and the 
commencement of actual drilling operations on a subsequent well (hereinafter referred to as "continuous drilling"). Upon the cessation 
of continuous drilling this lease shall terminate in accordance with lhe other relevant provisions herein. If, however, Lessee has filed 
with the Texas Rai lroad Commission, no later than 60 days prior to the expiration of the said I 80-day period, all requisite applications 
to drill the next well in the continuous drilling program, and Lessee is unable to proceed with drilling pending authorization by the V 
Texas Railroad Commission, then Lessee shall be allowed such additional time as may be reasonably necessary to obtain the Q 
authorization and thereafter spud the subsequent well. L 

4 I. DELAY RENTALS. As stipulated in Paragraph #3 of this lease, the rentals for this lease have been PAID-UP for the second (2nd) 
and third (Jrd) years of the primary term hereof. Lessee or its assigns shall have the right to keep this lease in force and effect for the 
fourth (4th) and fifth (5th) years of the primary term provided for herein by tendering a payment of fifteen hundred dollars ($I 500.00) 
per net acre on or before May 5, 20 I 6 as to any acreage covered hereby and not otherwise being maintained by any other provision 
herein at such time. One half(l /2) of the fourth and fifth year rental will be paid to the Lessor and one half(l/2) will be paid to the 
State of Texas. 

lnst No. 13..{)4021 
DIANNE 0 . FLOREZ 
COUNTY CLERK 
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2013 Jun 10 at 03:34 PM 
~ES C~UNTY. TEXAS 

By: LR . 0 :Y6 , DEPUTY 
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General Land Olfice 
Rollnqulshmenl Act Lease Form 
Revised, Septembtr 1997 

13-D-4022 
FILED FOR RECORD 

REEVES COUNTY. TEXAS 
Jun 10, 2013 al 03:34:00 PM 

MF ll55 1CJ C 

~ustin , 'crcexas 

OIL AND GAS LEASE 

THIS AGREEMENT IS made and entered mto th1s .-2J.!L_ day of - - -"M.,.auv ____ . ...lQ.U__ . between the State ofTexas, aCllflg 

by and through Its agent, ,.O.,u,..e .... p_.a ... s,..a_,c .. a,.,l!.,le'-'C"'o,. . .._ _ __________________________________ _ 

of $42 Saton Road Chlnon IX 76632 

(GJVe Pennanenl Ad<lreu) 

sa1d agent herein referred to as the owner of the soli (whether one or more), and ,.C"'Im'-'a"'r"'eAx_.E"'n"'e,_,rg..,vc.:C"'o"''~' -----------------

of 600 N Manenfeld Sude 600 Midland Texas 79701 

(G•ve Permanent AOdress) 

hereinafter called lessee 
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1. GRANTING CLAUSE. For and in cons1derat1on 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 admg by and through the owner of the soil, hereby grants. leases and Jets unto lessee. for 0 
the sole and only purpose of prospecting and drUhng for and producmg oil and gas, lay1ng ptpe l1nes, bu11d1ng tanks. stonng 011 and bUilding power 4 
stauons, telephone hnes and other strudures thereon, to produce, save, take care of. treat and transpon said produds of the lease. the following lands 
situated 1n Reeves County. State ofTexas. to-wll 2 

N/2. SIN/4, I'NV/4 SE/4 of SectJon 2. Block 55. Township 3. T&P RR Co. Survey, A·2230 

contaming .. 5 .. 20...,.,00..__ ____ acres. more or less The bonus consideration paid for th1s lease 1s as follows: 

To the State of Texas: SurlY f~YC Thousand Dollars and 251100 

Dollars ($65 000 25 

To the owner of the so11· S1xty f1ye Thousand Dollars and 25/100 

Dollars ($65 000 25 l 

Total bonus conslderauon: One Hundred Th1ny Thousand Dollars and 5011 00 

Dollars ($1 30 000 50 

The total bonus cons1derat1on paid represents a bonus of One Thousand F1ve Hundred Dollars and NQ/100 

--------------- - Dollars ($1 .500 00 ) per acre, on 86 667 net acres 

2. TERM. Subjed to the other prov1s1ons 1n th1s lease. th1s lease shall be for a term of F1ye !51 years from 
th1s dale (here1n called ·pnmary term' ) and as long thereafter as 011 and gas. or e1ther of them. IS produced 1n pay1ng quanlllles from said land. As used 
m th1s lease. the term ·produced in pay1ng quantities· means that the rece1pts from the sale or other authonzed commerCial use of the substance(s) 
covered exceed out of pocket operational expenses for the s1x months last past. 
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3. DELAY RENTALS. If no wellos commenced on the leased premises on or before one (1) year from thos date. this lease shall terminate. 

unless on or before such anniversary date Lessee shall pay or tender to the owner of the sool or to hos credit in the, ____________ _ 

See Exhlbot "A" for Rental Instructions Bank. at . 
or Hs successors (which shall contonue as the deposotory regardless of changes In the ownership of said land). the amount Spe<:lfied below: in addotoon, 
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 saod date Payments under thos paragraph shall operate as a rental and shall cover the pnvilege of deferring the commencement of a well for 
one (1) year from said date. Payments under thos paragraph shaU be In the foUowing amounts: 

To the owner of the soil: _______________________________ _ 

Dollars '--------------' 

To the State of Texas :·--------------------------------­

Dollars '-----------

Total Delay Rental----------------------------------

Dollars 

v 
0 
L 

In a hke manner and upon hke payments or tenders annually, the commencement of a welt may be further deferred for successove periods of one (1) 1 
year each during the primary term All payments or tenders of rental to the owner of the soot may be made by check or sight draft of lessee. or any 0 
assignee of this lease. and may be delivered on or before the rental paying date. If the bank desognated in this paragraph (or Hs successor bank) should 
cease to exist, suspend business, liquodate, fail or be succeeded by another bank, or for any reason faol or refuse to accept rental, Lessee shall not be 0 
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 5 
recordable instrument naming another bank as agent to receive such payments or tenders 

4. PRODUCTION ROYALTIES. Upon productoon of oil and/or gas, Lessee agrees to pay or cause to be paid one-half (112) of the royalty 
prolllded for in thos tease to the Commissioner of the General land Office of the State of Texas. at Austin, Texas. and one-half (112) of such royalty to the 
owner of the son. 

(A) OIL. Royalty payable on oil, which is defined as oncluding 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 equipmenl, as hereonafter provided. 
shall be 111 part of the gross production or the market value thereof, at the option of the owner of the soil or the Commossioner of the General p 
Land Offtee, such value to be detennined by 1) the highest posted pnce, plus premium. if any. offered or paid foro~. condensate. dostillate. or other loquod G 
hydrocarbons. respectively, of a like type and gravoty in the general area where produced and when run. or 2) the hoghest market price thereof offered or 
paod in the general area where produced and when run, or 3) the gross proceeds of the sale thereof, whichever os the greater. lessee agrees that before 
any gas produced from the leased premises is sold, used or processed in a plant. It woll be run free of cost to the royally owners through an adequate ool 
and gas separator of conventional type, or other equipment at least as efficient, so that a Illiquid hydrocarbons recoverable from the gas by such means 
will be recovered The requirement that such gas be run through a separator or other equopment may be waived, on wnling, by the royalty owners upon O 
such terms and condrtions as they prescribe. 

(B) NON PROCESSED GAS. Royalty on any gas (oncluding flared gas). which is defined as a ll 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 ga.sollne, liquid hydrocarbons or other products) shalt be 114 part of the gross production or the market value thereof, at the 
optoon of the owner of tho soli or the Commissioner of the General Land Office. such value to be based on the highest market price paid or offered for 
gas of comparable quality in the general area where produced and when run, or the gross proce paid or offered to the producer, whichever is the greater: 
provided that the maximum pressure base in measunng 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 Boyte's law. and for specifiC 
gravity according to tests made by the Balance Method or by the most approved method of testing bemg used by the industry at the bme of testing. 

(C) PROCESSED GAS. Royalty on any gas processed in a gasohne plant or other plant for the recovery of gasoline or other loquid 
hydrocarbons shall be 111 part of the residue gas and the loquid 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 (1 00%) of the total plant 
productoon of residue gas attributable to gas produced from this lease, and on fifty percent (50%). or that percent accruing to lessee. whichever os lhe 
greater, of the total plant productoon of liquod 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 forty percent (50%) or the highest percent accruing to a third party processong 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 specifoed in processing agreements or contracts in 
the industry), whichever is the greater. The respectiVe royanoes on residue gas and on liquod hydrocarbons shall be determined by 1) the highest market 
price paod 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 resodue 
gas (or the weighted average gross selling price for the respectiVe grades of loquod hydrocarbons). whochever os the greater. In no evenl, however. shall 
the royalties payable under this paragraph be less than the royaHoes which would have been due had the gas not been processed. 

4. 
3 
0 

(D) OTHER PRODUCTS. Royalty on carbon black, sulphur or any other products produced or manufactured from gas (excepting liquid 
hydrocarbons) whether saod gas be ·casinghead.' "dry." or any other gas. by fractionating. burnong or any other processing shall be 114 pan of 
the gross production of such products. or the market value thereof. at the option of the owner of the soot or the Commossioner of the General Land Office. 
such market value to be determined as follows· 1) on the basis of the hoghest market price of each product for the same month in whoch 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 os the 
greater. ••• • 

5. MINIMUM ROYALTY. Dunng any year after the expiratoon of the primary tenn of this lease. if this lease is maintained by productoon. the 
royalhes paid under this lease in no event shall be less than an amount equal to the total annual delay rental herein provided; otherwose, there shall be 
due and payable on or before the last day of the month succeeding the annoversary date of this lease a sum equal to the total annual rental less the 
amount of royalties paid durong the preceding year. It Paragraph 3 of this lease does not specify a delay rental amount, then for the purposes of this 
paragraph, the delay rental amount shall be one dollar ($1 .00) per acre 
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6. ROYAL TY IN KIND. Notwithstanding any other prov1S1on 10 th1s lease, at any time or from time to lime, the owner of the sod or the 
CommiSsionor of the General Land Off•ce may, at the option of e1ther. upon not less than sorty (60) days not1ce to the holder of the lease, require that the 
payment of any royaJ11es accrumg to such royahy owner under th1s lease be made in kind. The owner of the soil's or the CommiSsioner of the General 
Land OffiCe's nghtto take rts royahy 10 k10d shall not d iminiSh or negate the owner of the so•l's or the ConvntSSioner of the General Land OffiCe's nghts 
or Lessee's obligallons, whether express or Implied, under th•s lease. 

7. NO DEDUCTIONS. Lessee agrees that all royall•es accru1ng under th•s lease (includ•ng those paid 1n k1nd) shall be wrthout deduction for 
the cost of produCing , gathenng, stonng, separaung. treatmg, dehydrating, compress1ng. process1ng. transporting, and otherwise makmg the od, gas and 
other products hereunder ready for sale or use. Lessee agrees to compute and pay royalties on the gross value rece1ved. 10dud1ng 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 th1s lease's proportiOnate share of any fuel V 
used to process gas produced hereunder in any processing plant. Notwithstanding any other proviSIOn of thiS lease, and subject to the written consent of Q 
the owner of the so11 and the Commissioner ol the General Land Office. Lessee may recycle gas for gas lift purposes on the leased premises or lor 
mJectton into any 011 or gas producmg formation underlymg the leased premises after the liquid hydrocarbons contained in the gas have been removed: l 
no royalties shall be payable on the recyCled gas until rt tS produced and sold or used by Lessee 10 a manner whiCh entltk:s the royahy owners to a 
royahy under this lease. 

9. ROYALTY PAYMENTS AND REPO RTS. All royaltoes not taken 1n kind shall be paid to the CommiSSioner of the General Land Office at 1 
Aushn. Texas, 1n the followmg manner· 

0 
Payment of royahy on production of 011 and gas shall be as provided 1n the rules set forth •n the Texas Register Rules currenUy provide that royalty on oil 
is due and must be rece1ved 1n the General Land Office on or before the 5th day of the sewnd month succeeding the month of productiOn, and royahy 0 
on gas IS due and must be received in the General Land Office on or before the 15th day of the second month succeedmg the month of production, 5 
accompanied by the affidavit of the owner, manager or other authorized agent, completed •n the lom1 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 od and gas, together with a copy of all documents, 
rewrds or reports confirm•ng the gross productiOn. d1sposruon and market value 1ndudmg gas meter read•ngs, p1peline receipts. gas line rece•pts and 
other checks or memoranda of amount produced and put mto pipelines. tanks. or pools and gas lines or gas storage, and any othe r reports or records 
wh1ch the General Land Office may require to verify the gross product1on. d1spos•t1on and m arket value. In all cases the authority of a manager o r agent 
to act for the Lessee herem must be filed in the General Land OffiCe Each royalty payment shall be accompanied by a check stub. schedule, sunvnary 
or other remmance adv1ce shOWing by the ass19ned General Land Office lease number the amount of royalty being paid on each lease. If Lessee pays 
h1s royahy on or before th1rty (30) days after the royalty payment was due. then Lessee owes a penalty of 5% on the royaky or $25.00, whiChever " P 
greater. A royalty payment which Is over thirty (30) days late shall accrue a ponany of 10°k of the royalty due or $25 00 whichever is greater. In add1tlon G 
to a penalty, royanies shall accrue Interest at a rate of 12% per year, such Interest Will beg•n to accrue when the royahy is sixty (60) days overdue 
Affidavits and support•ng documents wh1ch are not filed when due shallmcur a penahy 1n an amount set by the General Land Office admllliStratNe rule 
which is effect1ve on the date when the affidavits or support1ng documents were due. The Lessee shall bear all responsib~ity for paymg or caus1ng 
royalties to be paid as prescnbed by the due date provided herein Payment of the delinquency penally shall In no way operate to prohib~ the State's 
nght of forferture as provided by law nor act to postpone the date on wh1ch royanies were orig1nally due. The above penahy provisiOns shall not apply In 0 
cases of title dispute as to the State's portion of the royalty or to that portiOn of the royalty 1n diSpute as to fan market value. 

4 
10. (A) RESERVES, CONTRACTS AND O THER RECORDS. Lessee shall annually furn iSh the Convn1ssioner of the General Land Office 3 

with its best poss1ble estlfllate of oil and gas reserves undertymg this lease or allocable to th1s lease and shall fum•sh said Commissioner with copl8s of ,. 
all contracts under which gas IS sold or processed and all subsequent agreements and amendments to such contracts Within thirty (30) d ays after 1 
entenng into or mak1ng such contracts. agreements or amendments. Such contracts and agreements when rece1ved by the General Land OffiCe shall be 
held 1n confidence by the General Land Office unless otherwise authorized by Lessee All other contracts and records pertaining to the productron. 
transportation, sale and market10g of the oil and gas produced on said prem1ses. 1ndudlng the books and accounts. receipts and discharges of aD wells, 
tanks, pools. meters. and pipelines shall at all times be subject to inspect ion and examination by the Commissioner of the General Land Office. the 
Attorney General. the Governor. or the representative of any of them 

(B) PERMITS, ORIUING RECORDS. Wrrtten notiCe of an operatiOns on th1s lease shall be submitted to the Comm1ss10ner 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 wr•nen not•ce to the General Land Office shall lnd ude copoes of Ra1lroad CommiSSIOn fom1s for application to dnll Copoes of well tests. 
completiOn reports and ptugg1ng reports shall be supplied to the General Land Office at the time they are filed With the Texa s Ratlroad Commission. All 
applications, permits, reports or other filings that reference th1s lease or any specific well on the leased premiSes and that are submitted to the Texas 
Ra1lroad Commission or any other governmental agency shall indude the word "State• in the t1tle Additionally, in accordance With Railroad Commission 
rules, any signage on the leased premises for the purpose of identifying wells. tank batteries o r other assooated improvements to the land must also 
mclude the word ·state: Lessee shall supply the General Land Office with any rewrds. memoranda. accounts. reports. cuttmgs and cores, or other 
10fonnat1on relative to the operatiOn of the above-descnbed prem1ses. which may be requested by the General Land OffiCe, in add1tion to those here•n 
expressly provided for. Lessee shall have an electrical and/or rad•oact•v•ty survey made on the bore-hole section, from the base of the surface casing to 
the total depth of well, of all wells dnlled on the above descnbed prem1ses and shall transm•t a true copy of the log of each survey on each well to the 
Gener al Larld Office Wlth•n fifteen (15) days after the mak•ng of sa•d survey 

(C) PENAL TIES. Lessee shall incur a penalty whenever reports. documents or other materials are not filed in the General Land Office when 
due. The penaky for late fil1ng shall be set by the General Land Office admimstratlve rule wh•ch IS effectrve on the date when the matenals were due 1n 
the General Land Office. 

• •• • 11. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If. dunng the pnmary term hereof and pnor to diSCOvery and 
production of oil or gas on said land, Lessee should dnll a dry hole or holes thereon. or rf dunng the pnmary term hereof and after the diSCOvery and 
actual product•on of oil or gas from the leased premises such production t hereof should cease from any cause, this lease shaU not terrrunate 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 driUing or 
rewonung operations thereon, or pays or tenders the next annual delay rental •n the same manner as provided in this lease. If, dunng the last year of the 
pnmary term or Within sorty (60) days pr10r thereto, a dry hole be completed and abandoned. or the productJon of o il or gas should cease for any cause, 
Lessee's rights shall rema1n m full force and effect Without further operations until the expiration of the primary term; and if Lessee has not resumed 
production in paying quantd1es at the expiration of the primary term, Lessee may maintain this lease by conducting additional drillmg or reworking 
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operations pursuant to Paragraph 13, us1ng the expiration of the primart term as the date of cessation of product1on under Paragraph 13. Should the first 
well or any subsequent well dnlled on the above descr1bed land be completed as a shut-in oil or gas well w1thm the primart term hereof, lessee may 
resume payment of the annual rental 1n the same manner as provided herem on or before the rental paying date follOWing the expiration of siXty (60) 
days from the date of completion of such shut·m oil or gas well and upon the failure to make such payment. this lease shall ipso facto termmate II at the 
exp~ration of the pnmart term or any tme thereafter a shut-in 011 or gas well is located on the teased premises. payments may be made in accordance 
With the shut-1n prOVISIOns hereof. 

12. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. II. at the exporalion of the prom art term. nerther oil nor gas IS be1ng 
produced on said land, but Lessee IS then engaged 1n dnlling or reworking operations thereon. th1s lease shall remain in force so long as operations on 
said well or lor dnlling or reworking of any additional wells are prosecuted In good fa ith and in workmanlike manner without interruptions totaling more 
than sixty (60) days during any one such operation. and if they resu~ In the production of ool and/or gas. so long thereafter as oil and/or gas Is produced , r 
m paytng quantities from said land. or payment of shut-In oil or gas well roya1t1es o r compensatort royalties is made as provided in this lease 'II 

13. CESSATION, DRILLING, AND REWORKING. II. after the exp~rahon of the primart term. production of od or gas from the leased 
premrses. after once obtamed. should cease from any cause. this lease shall not termmate If lessee commences additional dnlling or rewol1!mg 
OPerations Within Sixty (60) days after such cessatiOn, and this lease shall remain on full force and effect for so long as such operatiOns conllnue m good 
farth and in workmanlike manner without Interruptions totaling more than siXty (60) days. II such drilling or rework1ng operations result in the production 
of oil o r gas, the lease shall remam m full force and effect lor so long as od or gas IS produced from the leased prem1ses in paymg quanblles or payment 

0 
L 

of shut-in oil or gas well royalties or payment of compensatort royaltoes IS made as prov1ded herein or as provided by law. If the dnlhng or reworkong 1 
operations result In the completiOn of a well as a dry hole. the lease Will not termmate if the Lessee commences addd10nal dnlhng or reworkmg 
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 0 
reworking operations In good fa ith and In a workmanlike manner without Interruptions totaling more than sixty (60) days. Lessee shall give written notice O 
to the General land Offtee Wlthm thirty (30) days of any cessation of producl1on. 

5 
14. SHUT-IN ROYALTIES. For purposes of th1s paragraph. "Well" means any well that has been ass~gned a well number by the state agency 

haVlng junsdoc!IOn over the productoon of oil and gas If. at any time after the expiration of the p rimart term of a lease that, untol be1ng shut on. was beong 
maintained In force and effect. a well capable of producing oil or gas 1n payong quantities is located on the leased premiSes. but oil or gas IS not being 
produced lor lack of sortable productoon faalrt1es or lack of a su~able market. then lessee may pay as a shut-in oil or gas royahy an amount equal to 
double the annual rental provided on the lease. but not less than $1 .200 a year for each well capable of producing oil or gas in pay1ng quant1t1es 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 elfectrve. each initial shut-on ool or gas royalty must be paid on or before: (1) the expiration of the primart term. (2) 60 days after 
the Lessee ceases to produce oil or gas from the leased premises. or (3) 60 days alter Lessee completes a drilling or reworking operation in accordance P 
with the lease provisions; whichever d ate is latest Such payment shall be made one-half (112) to the Commissioner of the General Land OffiCe and one-
half (112) to lhe 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 shaU G 
extend the term of the lease lor a period of one year from the end o l the pnmart term, or from the first day of the month following lhe month '" which 
production ceased, and. after that. if no suitable production facilities or suitable mal1!et for the oil or gas exists. lessee may extend the lease lor four two 
more successive periods of one (1) year by paymg the same amount each year on or before I he expiration of each shut-In year. 

0 
15. COMPENSATORY ROYALTIES. If. dumg the penod the lease is kept 1n effect by payment of the shut-in oil or gas royalty, 011 or gas IS 

sold and delivered 1n pay109 quantJt~es from a well located wrthin one thousand ( 1.000) feet of the leased premises and completed in the same producing 4 
reservoir, or In any case in which drainage 1s occumng Dra1ning Well as defined ill paragraph 45. the right to contmue to maintain the lease by paying 3 
the shut-In o il or gas royalty shall cease, but the lease shall remain effective for the remainder ol the year for which the royalty has been paid. The 
Lessee may maintain the lease for lour more successive years by Lessee pay1ng compensatory royalty at the royally rate provided In the lease ol the 2 
market value of production from the well causing the dramage or which IS completed m the same producing reservotr and within one thousand (1 .000) 
feel of the leased prem1ses. The compensatort royalty is to be paid monthly, one-half (112) to the Commissioner of the General Land Office and one-half 
(112) to the owner ol 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 prem1ses. II the 
compensatort royalty paid in any 12-month period is an amount less than the annual shut-in oil or gas royalty, lessee shall pay an amount equal to the 
d ifference within thirty (30) days from the end of the 12-month period. Compensalol'f royalty payments which are not timely paid will accrue penalty and 
mterest in accordance with Paragraph g of this lease. None of these provisions Will relieve lessee of the obligatiOn of reasonable development nor the 
obligatiOn to dnll offset wells as provided 1n Texas Natural Resources Code 52.173; however. at the determination of the CommiSsioner. and with the 
CommiSsioner's written approval, the payment of compensatort royalties can sat1sfy the obligatiOn to drill offset wells. 

16. RETAINED ACREAGE. Notwnhstanding any provision ol lh1s lease to the contrart. alter a well produang 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 dnlllng such additional well or 
wells as may be reasonably necessart 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 alter the expiration date of lhe primart or extended term ~ shall then 
terminate as to all of the leased premises. EXCEPT (1) 40 acres surrounding each oil well capable of produang in paying quanhhes and 320 acres 
surrounding each gas well capable of produang m pa)'lng quantities (onclud1ng a shut-m oll or gas well as provided In Paragraph 14 hereof). or a well 
upon which Lessee 1s then engaged in contmuous dnlhng or reworking operations. or (2) the number of acres Included in a producing pooled unrt 
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 productJon 
purposes to a proration unrt for each such producmg well under the ru les and regulations of the Railroad Comm1ssion of Texas. or any successor 
agency. or other governmental authority having jurisdiction. If at any lime after the effective date of the partial termination provisions hereof. l he 
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 lor production purposes. 
Notwithstanding the termination of this lease as to a port1on of the lands covered hereby. Lessee shall nevertheless continue to have the right or Ingress 
to and egress from the lands still subject to this lease for all purposes descnbed in Paragraph 1 hereof: together with easeme~ts and r.ights-of-w~y l or 
existing roads. ex1sting p1pellnes and other existing facilities on. over and across all the lands descr•bed m Paragraph 1 hereof ( the retamed lands ), for 
access to and from the retained lands and for the gathenng or transportat ion of o il. gas and other minerals produced from the retained lands. 
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(B) HORIZONTAL. In the event th&s lease &s &n force and effeCI two (2) years after the expuat10n date of the prvnary or extended tenn rt shall 
tunher tenn&nate as to all depths below 100 feet below the deepest producmg fonnat&On in each well located on acreage reta&ned &n Paragraph 16 (A) 
above. unless on or before two (2) years after the pnmary or extended tenn Lessee pays an amount equal to one-half (112) of the bonus ong&nally paid 
as cons&derat&on for thiS lease (as speCified on page 1 hereof). If such amount Is paid, th&s lease shaU be in force and effect as to such deeper depths, 
and said tenn&nat&On shan be delayed for an add&bonal periOd of two (2) years and so long thereafter as oil or gas 1s produced in paylllg quan~bes from 
such deeper depths covered by this lease. 

(C) IDENTIFICATION AND FILING. The surface acreage rela&ned hereunder as to each well shall, as nearty as praCI&cal, be &n the fonn of a 
square w&th the well located in the center thereof. or such other shape as may be approved by the CommissiOner of the General Land Office. Wrth&n 
thirty (30) days after partial tennination of this lease as prov1ded herein. Lessee shall execute and record a release or releases contam1ng a sat&sfactory 
legal descnption of the acreage and/or depths not retained hereunder. The recorded release, or a cen&fied copy of same. shall be filed •n the General V 
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 fa ils or refuses 
to execute and record such release or releases w&thin n&nety (90) days after being requested to do so by the General Land Office. then the O 
Comm&ss&oner at h&s sole d&Screbon may des•gnate by wntten instrument the acreage and/or depths to be released hereunder and record such 
mstrument at Lessee's expense in the county or count&es where the lease is located and in the official records of the General Land Off&ee and such L 
des&gnat&on shall be b&nding upon Lessee for all purposes. 

17. OFFSET WELLS. Neither the bonus. delay rentals, nor royaij&es paid, or to be paid, under th&s lease shall relieve lessee of h&s obhgat&On 
to protect the oil and gas under the above-descnbed land from be&ng dra&ned. Lessee. sublessee. rece1ver or other agent 1n control of the leased 1 
premiSes shall dnll as many wells as the fads may just&ly and shall use appropriate means and dnll to a depth necessary to prevent undue dra&nage of 
o&l and gas from the leased premises. In addit&on, if oil and/or gas should be produced &n commerCial quantd&es wllh&n 1,000 feet of the leased premiSes. 0 
or &n any case where the leased premiSes IS being dramed by produd&On of oil or gas. the lessee. sublessee, receiver or other agent&n control of the O 
leased prem&ses shall&n good faith beg•n the dnlling of a well or wells upon the leased prem1ses wuh&n 100 days after the dra&n&ng well or wells or the 
well or wells completed wtthin 1,000 feet of the leased premiSes stan producrng &n commerCial quantitJes and shall prosecute such driUtng wrth diligence. 5 
Fa&lure to sa~sfy the statutory offset obligation may subJed thiS lease and the owner of the soil's agency rights to forfeiture Only upon the determination 
of the Comrmss1oner of the General Land Office and w1th h&s wntten approval may the payment of compensatory royalty under applicable statutory 
parameters sabsfy the obligation to drill an offset well or wells required under thiS paragraph. 

18. FORCE MAJEURE. If, after a good fallh effort, Lessee &s prevented from complymg w&th any express or mplied covenant of this lease, 
from conduc:lmg drilling operauons on the leased premiSes, or from producing oil or gas from the leased prem&ses by reason of war. rebelliOn, riots, 
stnkes. aas of God, or any vahd order. rule or regulation of government authority, then while so prevented. Lessee's obligation to comply wtth such 
covenant shall be suspended and Lessee shall not be liable for damages for failure to comply with such covenants; additionaUy. this lease shaU be P 
extended wh1le Lessee is prevented, by any such cause. from condudmg drilling and reworking operations or from producing oU or gas from the leased 
prem•ses. However, noth&ng 10 this paragraph shall suspend the payment of delay rentals in order to mamta1n this lease &n effed dunng the primary tenn G 
in the absence of such drilling or reworking operahons or produCI&on of oil or gas. 

19. WARRANTY CLAUSE. The owner of the soil warrants and agrees to defend title to the leased prem&ses. If the owner of the soil defaults 
1n payments owed on the leased prem&ses, then Lessee may redeem the nghts of the owner of the soil 10 the leased premiSes by paying any mortgage, 0 
taxes or other liens on the leased prem&ses. If Lessee makes payments on behalf of the owner of the soil under this paragraph, Lessee may recover the l 

cost of these payments from the rental and royalties due the owner of the soil. q. 

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soil owns less than the entire und1v1ded surface estate in the above 
descnbed land. whether or not Lessee's interest •s specified here&n, then the royalties and rental here&n provided to be paid to the owner of the soil shaU 
be pa&d to hm m the proportion which his interest bears to the ent&re undiVIded surface estate and the royalties and rental herelll provided to be paid to 
the Comm&ssloner of the General Land Office of the State of Texas shall be l&kewise proportionately reduced. However, before Lessee adJUSts the 
royalty or rental due to the Commiss&oner of the General Land Off&ee, Lessee or h&s authonzed representative must subm~ to the Commissioner of the 
General land Offtce a wntten statement which expla&ns the d&screpancy between the mterest purportedly leased under th&s lease and the adual interest 
owned by the owner of the so&l. The Cornm•ss•oner of the General Land OffiC9 shall be paid the value of the whole produdion allocable to any undrvided 
&nterest not covered by a lease, less the proport&onate development and produchon cost allocable to such undiVided Interest. However, in no event shalt 
the Comm1ss•oner of the General land Office receive as a royalty on the gross produd&on allocable to the undivided lllterest not leased an aroount tess 
than the value of one-s&xteenth (1/16) of such gross produd1on 

(B) REDUCTION OF PAYMENTS. If, dunng the pnmary term, a poruon of the land covered by this lease IS &ncJuded wtthin the boundaries 
of a pooled unrt that has been approved by the School Land Board and the owner of the so&t in accordance with Natural Resources Code SeCIJons 
52 151-52.154, or &f, at any l&me after the expiration of the pnmary term or the extended term, this lease covers a lesser number of acres than the total 
amount descnbed herem. payments that are made on a per acre bas1s hereunder shall be reduced according to the number of acres pooled, released. 
surrendered, or otherwise severed. so that payments detennined on a per acre bas&s under the terms of th&s lease during the pnmary tenn shall be 
calculated based upon the number of acres outside the boundanes of a pooled umt, or. if after the explfation of the primary term, the number of acres 
actually rela&ned and covered by this lease. 

21. USE OF WATER. Lessee shall have the nght to use water produced on said land necessary for operations under this lease except water 
from wells or tanks of the owner of the soil; provided, however, Lessee shall not use potable water or water suitable for lrvestodt or irrigatiOn purposes 
tor waterflood operahons w•thout the prior consent of the owner of the so&l. 

22. AUTHORIZED DAMAGES. Lessee shall pay the owner of the soil for damages caused by &Is opera~ons to all personal property, 
mprovements, lrvestodt and crops on said land. 

23. PIPELINE DEPTH. When requested by the owner of the sotl, Lessee shall bury ItS p&pel&nes below plow depth. 

24. WELL LOCATION LIMIT. No well shall be dnlled nearer than two hundred (200) feet to any house or bam now on said premiSes Without 
the wnnen consent of the owner of the soil. 
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25. POLLUTION. In developmg thos area, Lessee shall use the h~ghest degree of care and all proper safeguards to prevent polluhon. Without 
limrtlng the foregoing, pollutoon of coastal wetlands, natural waterways, nvers and ompounded water shall be prevented by the use of contaonment 
faCilities sufficient to prevent spoilage, seepage or ground water contamonahon. In the event of pollutoon. Lessee shall use all means at lis dosposal to 
recapture all escaped hydrocarbons or other pollutant and shall be responsoble for all damage to public and private propertoes lessee shall build and 
malntaon fences around its slush. sump. and drainage pots and tank batteroes so as to preted livestock agaonst loss, damage or intury, and upon 
completoon or abandonm ent 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, w hile 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 practocable. Tanks and 
equopment woll be kept painted and presentable. 

26. REMOVAL OF EQUIPMENT. SubJect to lomotatoons In l hos paragraph, lessee shall have the right to remove machonery and foxtures placed V 
by Lessee on the leased premises. including the roght to draw and remove casing, within one hundred twenty (120) days alter the expiration or the 
temninatoon of thos lease unless the owner of the soot grants lessee an extension of this 120-day period. However, Lessee may not remove casing from 0 
any well capable of producing oil and gas in payong quantoties. Addrtoonally, Lessee may not draw and remove casing untol after thlny (30) days written L 
notice to the Commossloner of the General Land Office and to the owner of tho soot. The owner of the soil shall become the owner of any machinery, 
fixtures. or casong whocJh are not tnlely removed by lessee under the terms of this paragraph. 

27. (A) ASSIGNMENTS. Under the condotlons contaoned in thos paragraph and Paragraph 29 o f thos lease. the rights and estates of eother 
pany to this lease may be assigned, In whole or In part, and the prov1soons of thiS lease shall extend to and be bmdong upon theor heors, devosees. legal 1 
representatives, successors and ass~gns. However. a clhange or d ivision in ownershop of the land, rentals. or royalties woU not enlarge the obligaoons of O 
Lessee. dimonosh the nghts. privileges and estates of lessee. impair the effectiveness of any payment made by lessee or mpatr the effectrveroess of any 
act performed by lessee. And no change or dovision in ownershop of the land, rentals. or royalties shall bind lessee for any purpose untilthiny (30) days 0 
alter the owner of the soil (or his heors, devosees, legal representatrves or assigns) furnoshes the lessee with satisfactory written evidence of the change 
in ownership, Including the onginat recorded munments of totle (or a certofoed copy of such or~gonal) when the ownershop changed because of a 5 
conveyance. A tolal or partoal assignment of this lease shall. to the extent of the onterest assigned, rel ieve and discharge lessee of all subsequent 
obligations under this tease. If this tease is assigned on •s entirety as to only part of the acreage , the nght and optoon to pay rentals shaU be apportooned 
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 pan of the land upon which pro rata rentals are timely patd or tendered: however. if the assignor or assignee does not file a certified 
copy of such assognment in the General l and Office before the next rental paying date. the entire lease shall terminate for failure to pay the enure rental 
due under Paragraph 3 . Every assignee shall succeed to all rights and be subject to all obligatoons. liabilities, and penalties owed to the State by the 
original lessee or any prior assognee of the lease, lncludong any llabll~ les to the State for unpaid royalties. p 

(B) ASSIGNMENT LIMITATION. Notwtthstandlng any provisoon on Paragraph 27(a). of the owner of the soil acquores thos lease on whole or in G 
pan by assignment wothoutthe prior wrrtten approval of the Commossooner of the General Land Office. thos lease is votd as of the time of assignment and 
the agency power of the owner may be forfeoted by the Commissooner. An assignment will be treated as of it were made to the owner of the soil If the 
assignee is· 

( 1) a nominee of the owner of the soil, 
(2) a corporat ion or subsidiary in which the owner of the sool is a principal stockholder or os an employee of such a corporation or substdoary; 
(3) a partnership in which the owner of the soolos a partner or os an employee of such a partnership; 
(4) a pnnapaf stockholder or employee of the corporation whoch is the owner of the soil ; 
(5) a partner or employee in a partnership whiCh os the owroer of the soil: 
(6) a ftduciary for the owner of the soot: oncludong but notlmoted to a guardoan. trustee. executor. admonistrator, recerver, or conservator for the 
owner of the so~: or 
(7) a family member o f the owner o f the soil or related to the owner of the soot by marriage, blood, or adoptoon. 

28. RELEASES. Under the cond~ions contaoned on thos paragraph and Paragraph 29, lessee may at any time execute and delover to the 
owner of the so~ and place of record a release or releases covering any portion or portions of the leased premoses. and thereby surrender thos lease as 
to such portion or portions. and be relieved of all subsequent obhgatoons as to acreage surrendered II any part of this lease os properly surrendered. the 
delay rental due under this lease shall be reduced by the proportion that the surrendered acreage bears to the acreage whoch was covered by thos lease 
immediately prior to such surrender, however. such release woll not reloeve Lessee of any habihties whocJh may have accrued under this lease pnor to the 
surrender of such acreage. 

29. FILING OF ASSIGNMENTS AND RELEASES. If all or any pan of this lease is assogned or released. such assognment or release must be 
recorded in the county where the land is situated. and the recorded instrument. or a copy of the recorded instrument certofted by the County Clerk of the 
county on which the instrument is recorded. must be filed on the General l and Office within 90 days of the last executoon date accompanied by the 
prescribed filing fee. If any such assignment is not so filed. the rights acquored under this tease shall be subject to forfeiture at the option of the 
Commlssooner of the General land Office. 

30. DISCLOSURE CLAUSE. Al l provlsoons pertaining to the lease of the above-described land have been oncluded 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 teased premises which are not contained in this lease render thos lease lnvaltd. 

31 . FIDUCIARY DUTY. The owner of the soot owes the State a fiduaary duty and must fully disclose any facts affeding the State's onterest in 
the leased premises. When the interests of the owner of the soot confioct woth those of the State. the owner of the soot os obligated to put the State's 

onterests before hos personal interests. 

32. FORFEITURE. If Lessee shall fall or refuse to make the payment of any sum wothin thiny days after It becomes due, or rf lessee or an 
authoriZed agent should knowingly make any false return or fa lse report concemong production or drilling, or of Lessee shalf fait or refuse to drill any 
offset well or wells in good farth as required by law and the rules and regulations adopted by the Commissioner of the General Land Office, or rf Lessee 
should fall to file reports in the manner requored by taw or fall to comply woth rules and regula loons promulgated by the General Land OffiCe, the School 
Land Board. or the Raol road Comrrussion, or if Lessee should refuse the proper authority access to the records penaonong to operations, or rf Lessee or 
an authonzed agent should knowingly tail or refuse to give correct infomnatoon to the proper autho~oty, or kn?W'ngty fao l ~r r~fuse to .tumos~ the General 
Land Office a correct log of any well, or if Lessee shall knowingly violate any of the matenal provosoons of thos lease. or of thos lease os ass~gned and the 
assignment Is not filed In the General Land Office as required by law. the rights acquired under this lease shall be subject to forfeoture by the 
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CommiSSioner. and he shall forfeit same when sufficienlly mformed of the facts wh1ch authonze a forfeiture. and when forfeited the area shall again be 
subted to lease under the terms of the Relinquishment Ad However. nothing herein shall be construed as waiving the automatic termination of this 
lease by operation of law or by reason of any spec1al llmrta1Jon arising hereunder Forfeitures may be set aside and this lease and aU rights thereunder 
re1nstated before the nghts of another Intervene upon satisfactory evidence to the Comm1ssioner of the General Land Office of future compliance with 
the prov1s1ons of the law and of lh1s lease and the rules and regulations thai may be adopted relative hereto. 

33. LIEN. In accordance w1lh Texas Natural Resources Code 52 136, the Slate shall have a first lien upon all oil and gas produced from the 
area covered by th1s 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, 1n add1tion to the lien provoded by Texas Natural Resources Code 52.136 and any other appficable statutory hen, an 
express contractual lien on and security interest in all leased m1nerals m and extracted from the leased premoses, all proceeds wh1ch may aCCtUe to 
Lessee from the sale of such leased mmerals, whether such proceeds are held by Lessee or by a third party. and all fiXtures on and improvements to the V 
teased premises used in connection with the produdoon or process1ng of such leased monerals in order to secure the payment of all royahies or other 
amounts due or to become due under this lease and to secure payment of any damages or loss thai Lessor may suffer by reason of Lessee's breach of 0 
any covenant or condition of thos lease. whether express or Implied. This lien and security interest may be foreclosed woth or without court proceedings in L 
the manner provided in the Tille 1. Chap. 9 of the Texas Business and Commerce Code. Lessee agrees that the Commissioner may requore Lessee to 
execute and record such Instruments as may be reasonably necessary to acknowledge. attach or perfect this hen. Lessee hereby represents that there 
are no prior or supenor hens aris1ng from and relating to lessee's acuvoties upon the above-descnbed property or from Lessee's acquisition of lhos lease. 
Should the Commissooner at any tome determine that th iS representation os not true, then the Commissooner may declare this lease forfeited as provided 
herein 1 

34. POOLING. Lessee is hereby granted the nghl to pool or unihz·e the royalty interest of the owner of the soli under this tease with any other 0 
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 O 
by the School Land Board and the Commissioner of the General Land Office for the pooling or unitizing of the interest of the Stale under th1s 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 5 
execullon requ~rements stated in Texas Natural Resources Code 52.152. 

35. INDEMNITY. Lessee hereby releases and doscharges the State of Texas and the owner of the so1l, their officers, employees. partners. 
agents . contractors. subcontractors. guests. 1nvotees, and their respeaove successors and assogns. of and from all and any adlons and causes of action 
of every nature. or other harm, 1nclud1ng environmental harm. for which recovery of damages is sought, includong, but not limded to, all losses and 
expenses which are caused by the activities of Lessee, its officers, employees, and agents ans1ng out of, 1nc1dental to. or resultmg from. the operahons 
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 provisoons of this 
Agreement. or by any other negl1gent or strictly liable ad or omission of Lessee. Further, Lessee hereby agrees to be liable for, exonerate. indemnify. P 
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 G 
and all claims. liabilities. losses, damages, actions, personalmJury (oncluding death), costs and expenses, or other harm for which recovery of damages 
is sought. under any theory including tort, contract. or striCt liability. Including anomeys' fees and other legal expenses. Including those related to 
envoronmental hazards, on the leased premises or In any way related to Lessee's failure to comply with any and all envirorvnental laws; those ansing 
from or In any way related to Lessee's operallons or any other of Lessee's adMIIes on the leased premoses; those arising from Lessee's use of the 
surface of the leased premoses; and those that may anse out of or be occasioned by Lessee's breach of any of the terms or provisions of this Agreement 0 
or any other ad or omissoon of lessee, ~s directors, officers, employees, partners. agents, contractors, subcontractors. guests. invitees, and their 
respective successors and assigns. Each assignee of this Agreement, or an interest therein, agrees to be hable for. exonerate. indemnify, defend and 4 
hold harmless the State of Texas and the owner of the soil, lheor offocers. employees. and agents in the same manner provided above in connect•on with 3 
the activltoes of lessee. its otfocers, employees, and agents as described above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF 

5 THE INDEMNITY OBLIGATIONS ANDIOR LIABILITIES ASSUMED UNDER THE TE.RMS OF THIS AGREEMENT SHAll BE WITHOUT LIMITS AND 
WITHOUT REGARD TO THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXISTING CONDITIONS), STRICT LIABILITY, OR THE 
NEGLIGENCE OF ANY PARTY OR PARTIES (INCLUDING THE NEGLIGENCE OF THE INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE 
BE SOLE, JOINT, CONCURRENT, ACTIVE, OR PASSIVE. 

36. ENVIRONMENTAL HAZARDS. Lessee shall use the highest degree of care and all reasonable safeguards to prevent contamination or 
polluhon of any envoronmental med1um. including so11, surface waters, groundwater. sediments, and surface or subsurface strata, ambient air or any 
other environmental medium in, on. or under. the leased prem1ses. by any waste, pollutant, or contaminant. Lessee shall not bring or permd to remain on 
the leased prem1ses any asbestos containing matenals. 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 Uabilily Ad 
(CERCLA). 42 U.S.C. Sect1ons 9601 , el seq.1. or toxic substances under any federal, slate. or local law or regulauon ("Hazardous Materials"). except 
ord1nary products commonly used in connection with oil and gas exploration and development operations and stored in the usual manner and quantit1es. 
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, PENAL TIES, 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. Th1s lease is issued under the provis1ons of Texas Natural Resources Code 52.171 through 52.190, commonly 
known as the Relinquishment Act, and other applicable statutes and amendments thereto. and 1f any prov1slon in this lease does not conform to these 
statutes, the statutes will prevail over any nonconformmg lease provisions. 
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38. EXECUTION. Th1s oil and gas lease must be s1gned and acknowledged by the Lessee before 111s filed of record .n the county records and 
1n the General Land OffiCe of the State of Texas. Once the filing requirements found 1n Paragraph 39 of th1s lease have been satisfied, the effective date 
of this lease shall be the date found on Page I . 

39. LEASE FlUNG. Pursuant to Chapter 9 of the Texas Busmess and Commerce Code, this lease must be filed of record 1n the offiCe of the 
County Cieri< in any county 1n wh1ch all or any part of the leased premises is located, and certified oop1es thereof must be filed 1n the General Land 
Office This lease is not effecllve until a certified copy of this lease (which is made and certified by the County Cieri< from hiS records) IS filed 1n the 
General Land Office In accordance w1th Texas Natural Resources Code 52.183. Add~1onally , th1s lease shall not be b1nding upon the Stale unless rt 
rec11es 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 

Cmarex Energy Co 

BY: 

Title 

Date 

STATE OF TEXAS (CORPORATION ACKNOWLEDGMENT) 

COUNTY OF MIDLAND 

BEFORE ME. the undersigned authonty. on thiS day personally appeared Roger Alexander, known to me to be the person whose name IS 

subscnbed to the forego1ng instruments as Attorney-In-Fact of Cimarex Energy Co and acknowledged to me that he executed the same for the 

purposes and consideratiOn therein expressed. In the capacrty stated, and as the act and deed of sa1d corporation. 

STATE OF TEXAS 

COUNTY OF FALLS 

r.-'1 ,•·;~\'j~;,,, KAROLINA MAYO t /~'X'f~ Notary Public. State of Texas 
' ,: .. ~,i.s My comm1ss•on Exp•res 
~":::,!~.!:~~~}' April 20. 201 5 Notary PubliC in and for ;:trm._ 0 P T £..)<It 5 

(CORPORATION ACKNOWLEDGMENT) 

BEFORE ME, the unders19ned authonty, on this day personally appeared DOYLE W PARKS. as AGENT for Que Pasa Callie Co .. known to 

me to be the person(s) whose name is subSCfibed to the foregoing .nstruments and acknowledged to me that he executed the same for the 

purposes and consideratiOn therein expressed, 1n the capacity stated 

Gmo """my """ "' '"' ~ o<~ >< • • _,2___ "' '' M•y. =:!/1 
................. shi;~;;;······1 d£.-<_};~ 

I ®•(-J{;o sr"!.~~'b;~~~~~S l / Notary Public::Zfotle STATE OF TEXAS 

~~ · · ;c!i My Comm. ElP· 0712312013 } 
c ••••• r: ............. ················· 
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EXHIBIT"A" 

40. CONTINUOUS DEVELOPMENT. After the expiration of the primary term, and notwithstanding paragraphs 16 (A) and 16 (B) 
above and any other provision in this lease to the contrary, no portion of this lease willtenninate if Lessee cominues to drill a well (or 
wells) anywhere on the leased premises with no more than 180 days between the release of the drilling rig on one well and the 
commencement of actual drilling operations on a subsequent well (hereinafter referred to as "continuous drilling"). Upon the cessation 
of continuous drilling this lease shall terminate in accordance with the other relevant provisions herein. If, however, Lessee has filed 
with the Texas Rairroad Commission, no later than 60 days prior to the expiration of the said 180-day period, all requisite applications 
to drill the next well in the continuous drilling program, and Lessee is unable to proceed with drilling pending authorization by the 
Texas Railroad Commission, then Lessee shall be allowed such additional time as may be reasonably necessary to obtain the 
authorization and thereafter spud the subsequent well. 

v 
0 
L 

41 . DELAY RENTALS. As stipulated in Paragraph 113 of this lease, the rentals for this lease have been PAID-UP for the second (2nd) 
and third (3rd) years of the primary term hereof. Lessee or its assigns shall have the right to keep this lease in force and effect for the 1 
founh (4th) and fifth (5th) years of the primary term provided for herein by tendering a payment of fifteen hundred dollars ($1500.00) 0 
per net acre on or before May 5, 20 16 as to any acreage covered hereby and not otherwise being maintained by any other provision 
herein at such time. One half(l/2) of the fourth and fifth year rental will be paid to the Lessor and one half(l/2) will be paid to the 0 
State ofTexas. 5 

lnst No. 13-04022 
DIANNE 0 . FLOREZ 
COUNTY CLERK 
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CERTIFIED TRUE AND CORRECT COPY CERTIFICATE 
STATE OF TEXAS 
COUNTY OF REEVES 
The above and foregoing is a lull, true and correct photographic copy olthe 
anginal record now in my lawful custody and possession, as the ~ ~S 
liledlrecord~d in the p~b~~ecords oiM~rltlnpfun:;±g~ 
PAGE _4_ 9 , THRI.fd RECORD 

~~'?'":..). I hereby certified on __ 7 I 11 I 1 L 
~}'~{,\ DIANNE 0. FLOREZ, COUNTY CLERK \ ~11 REEVES COUNTY, TEXA: 

~~: .. co~/ BY ~A£/~ DEPUTY 
'w•·•·•'-' MAR~~'-j 
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Gon<~rel Lond Office 
Rollnqulohmont Act Loa11 Form 
Rovtsed, Soptomt.r 111117 

43 0 

)gustin, '{[exas 

OIL AND GAS LEASE 

13-04023 
FILED FOR RECORD 

REEVES COUNTY. TEXAS 
Jun 10, 2013 at 03:34:00 PPil 

THIS AGREEMENT Is made and entered Into this _§lll_ day of ----"Ma<.!2J:v ____ ,.JQ!L_ , between the State ofTeJCas, acting 

by and through Its agent. .%.VS2em~on!.!...LWLied!lilie.LP;.sawr!s~s._ _____________________ ____________ _ 

of 5427 Sldo!Jie Rose Lane Katy. IX n494 

(GIYe Permanent Address) 

said agent herein referred to as the owner of the soil (whether one or more). and ~C:!ilm!!la!.!.r~ex!LS.E!!lner!allaYk:...!<Co2,., .. ------------ ----

of 600 N. Marienfefd Sujte 6QQ. Midland. Texas 79701 hereinafter called Lessee. 

(Give Permanent Address) 
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1. GRANn NG CLAUSE. For and In consideraUon of the amounts stated below and of the covenants and agreements to be paid. kept and 8 
performed by Lessee under this lease, the State of TeJCas acting by end through the owner of the soil. hereby grants. leases and lets unto Lessee. for 
the sole end only purpose of prospecting end drilling for and producing oil and gas, laying pipe lines, building tanks. storing oil and bulldlng power 
stations. telephone lines and other structures thereon, to produce, save, take cere of, treat and tnmsport said products of the lease. the following lands 
situated in Reeves County, State of TeJCas, to-wit 

N/2, SW/4, NW/4 SE/4 of Section 2. Block 55. Township 3, T&P RR Co. Survey. A-2230 

containing ,.52..,0 ... 00""----- acres. more or less. The bonus consideration paid for this lease Is as follows: 

To the State of Texas: Sixty Five Thousand Dollars and 25/100 

Dolial'3 ($65 OOQ.25 l 

To the owner of the soil: Sixty Five Thousand Dollars and 25/100 

Dollars ($65.QQQ.25 

Total bonus consideration: One Hundred Thirty TbQusaod Dollars and 501100 

Dollars ($130.00Q.50 

The total bonus consideration paid represents a bonus of One Thousand Fivo Hundred Dollars and NQ/100 

- --------------- Dollars ($1,500 00 l per acre. on 86.667 net acres. 

2. TERM. Subject to the other provisions In this lease, this lease shall be for a term of Fjye !51 years from 
this date (herein celled 'pnmary term1 and as long thereafter as oil and gas. or eHher of them, is produced on paying quant~ies from said land. As used 
In this lease. the term 'produced in paying quantHies' means that the receipts from the sale or other authonzed commercial use of the substance(s) 
covered exceed out of pocket operational expenses for the six months last past. 
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3. DELAY RENTALS. If no well is commenced on the leased premises on or before one (1) year from lhis date. lhis lease shall terminate, 

unless on or before such annivensary date Lessee shall pay or tender to the owner of the soil or to his credit in the _ ____________ _ 

See Exhibrt "A" for Rental Instructions Bank, at·-.,--....,--,----.,-..,---..,--,----:-..,--:-:-:--::--:--------:::---:--:---:----:-­
or Its successors (which shall continue as the depository regardless of changes in the ownership o f said land), lhe amount specified below; in addition, 
Lessee shall pay or tender to lhe 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 oover the privilege of deferring the commencement of a well for 
one (i) year from said date. Payments under this paragraph shall be In the following amounts: 

To the owner of the soil: _______________________________ _ 

Dollars '-----------1 
To the State ofTexas:·--------------------------------­

Oollars L-----------
Total Delay Rental: _______________________________ _ 

Dollars L-------' 

v 
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In a like manner and upon like payments or tenders annually, the commencement of a well may be further defetTed for suc:cessive penods of one (1 ) 1 
year each during the primary term. All payments or tenders of rental to the owner of the soli may be made by chedt or sight draft ol Lessee. or any 0 
assignee o f this lease, and may be delivered on or before the rental paying date . If the bank designated in lhis paragraph (or its successor bank) should O 
cease to exis~ suspend business, liquidate, fall or be succeeded by another bank, or for any reason fall or refuse to accept rental, Lessee shaU not be 
held in default for fa~ure to make such payments or tenders of rental unUI thirty (30) days after the owner of the soil shall deliver to Lessee a proper 5 
recordable instrument naming another bank as agent to receive such payments or tenders. 

4. PRODUCTION ROY AI. TIES. Upon producllon of oil and/or gas, Lessee agrees to pay or cause to be paid one-half (112) of lhe royalty 
provided for in this lease to the Commissioner of lhe General Land Office of the State of Texas, at Austin, Texas, and one-half (112) of such royalty to the 
owner of lhe soli: 

(A) OIL. Royalty payable on oil, which Is defined as lndudlng all hydrocartlons produced in a liquid form at the moulh of the well and also as 
all oondensate, distillate, and olher liquid hydrocartlons recovered from oil or gas run lhrough a separator or o ther equlpmenl as hereinafter provided, 
shall be 1/4 part of the gross production or the mar1<et value thereof, at the option of lhe own« of lhe soU or the Commissioner of the General p 
Land Office, such value to be determined by 1) the highest posted price, plus premium, if any, o ffered or paid for oil. condensate, distillate, or other liquid G 
hydrocartlons, respectively, of a like type and gravity In the general area where produced and when run. or 2) the highest market price !hereof offered or 
paid In lhe general area where produced and when run, or 3) the gross proceeds of lhe sale !hereof, whichever Is lhe greater. Lessee agrees that before 
any gas produced from lhe leased premises Is sold, used or processed In a plant, It wi ll be run free of oost to the royalty owners through an adequate oil 
and gas separator of conventional type, or other equipment at least as effident, so that all liquid hydrocartlons recoverable from the gas by such means 
will be recovered. The requirement that such gas be run through a separator or o ther equipment may be waived, in writing, by the royalty owners upon 0 
such tem1s and conditions as they prescribe. 

(B) NON PROCESSED GAS. Royalty on any gas (including flared gas), which Is defined as all hydrocartlons 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 
lhe extraction of gasoline, liquid hydrocarbons or other products) shall be 1/4 part of the gross production or the marltet value !hereof, at the 
option of the owner of the soil or the Commissioner of the General Land Office, such value to be based on lhe highest market price paid or offered for 
gas of comparable quality in the general area where produced and when run, or the gross price paid or offered to the produe«, whichever is the greater; 
provided that the maximum pressure base In measuring the gas under lhis 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 acGOlding to Boyle's Law, and for specific 
gravity according to tests made by the Balance Method or by lhe most approved method o f testing being used by the Industry at lhe time of testing. 

(C) PROCESSED GAS. Royalty on any gas processed In a gasoline plant or other plant for lhe recovef)' of gasoline or Olher liquid 
hydrocartlons shall be 1/4 part of the residue gas and the liquid hydrocartlons 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 lhe 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 productJOO of liquid hydrocartlons attributable to the gas produced from this tease; provided lhat if liquid hydrocarbons are 
recovered from gas processed In a plant in which Lessee (or Its parent, subsidiary or affiliate) owns an Interest, lhen the percentage applicable to liquid 
hydrocartlons shall be fifty percent (50"/o) or lhe highest percent accruing to a third party processing gas through such plant under a processing 
agreement negoltated at arm's length (or if there is no such third party, the highest percent then being specified in processing agreements or oontracls in 
the industry), whichever is the greater. The respective royalties on residue gas and on liquid hydrocartlons shaU be determined by 1) lhe highest market 
price paid or offered for any gas (or liquid hydrocartlons) of comparable quality In lhe general area, or 2) the gross price paid or offered for such residue 
gas (or lhe weoghted average gross selling price for the respective grades of .liquid hydrocartlons), whichever Is the greater. In no event, however. shall 
the royalties payable under this paragraph be less than the royalties which wou ld have been due had the gas not been processed. 

(D) OTHER PRODUCTS. Royalty on cartlon black. sulphur or any other products produced or manufactured from gas (excepting Uquid 
hydrocarbons) whether said gas be ·casinghead; "dry,· or any other gas, by fractionating, burning or any other proce6Sing shaJ be 1/4 part of 
the gross production of such products. or the market value thereof, at the option o f the owner of the soU 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 monlh 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 ROY AI. TY. During any year a fter the expiration of the primary term of lhis lease, if this lease is maintained by producbon, the 
royalties paid under this lease in no event shall be less than an amount equal to the total annual delay rental herein provided; o therwise, there shall be 
due and payable on or before the last day of the monlh succeeding the anniversary date of this lease a sum equal to the total annual rental less the 
amount o f royalties paid during the preceding year. If Paragraph 3 of this lease does not specify a delay rental amount, then for the purposes o f this 
paragraph, the delay rental amount shall be one dollar (S 1.00) per acre. 
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6. ROYALTY IN KINO. Notwothstanding any olher provision In !his lease. at any time or from bme to time. lhe owner of the soil or lhe 
Commissioner of the General Land Office may, atlhe option of ellher, upon not less lhan sixty (60) days notice to lhe holder of lhe lease, require that lhe 
payment of any roya•ies accruing to such royalty owner under this lease be made in kond. The owner of the soil's or the Commissioner of the General 
Land Office's right to take its royalty in kind shall not dominlsh or negate the owner of the soirs or the Commlssooner of the General Land Otroc:e's rights 
or Lessee's obligations, whether express or implied, under this lease. 

7. NO DEDUCTIONS. Lessee agrees lhat all royalties accruing under lhls lease (Including !hose paid in kind) shall be witihout deduction for 
the cost of produdng, gathering, storing, separating, treating, dehydrating, compressing, processing, transporting, and otherwise making the oil, gas and 
olher products hereunder ready for sate or use. Lessee agrees to compute and pay royalbes on lhe gross value received, ondudong any reombursements 
for severance taxes and production related costs. 

II. PLANT FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as may represent lhos lease's proportionate share of any fuel V 
used to process gas produced hereunder In any processing plant. Notwithstanding any other provision of lhls lease, and subjed to lhe written consent of 0 
the owner of the soil and the Commissioner of lhe 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 under1ying the leased premises after lhe liquid hydrocarbons contained In the gas have been removed: L 
no royaiUes shall be payable on lhe recycled gas until it is produced and sold or used by Lessee in a manner which entiUes lhe royalty owners to a 
royalty under lhls lease. 

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

0 
Payment of royalty on production of 011 and gas shall be as provided in lhe rules set forlh in lhe Texas Register. Rules currenUy provide that royalty on oil 
is due and must be received In lhe General Land Otfoce on or before the 5th day of the second month succeedong tihe monlh of produCIIon, and royalty 0 
on gas Is due and must be received In tihe General Land Office on or before the 151h day of lhe second monlh succeeding tihe month of productJon, 5 
accompanied by the affidavit of the owner, manager or olher authorized agent. completed In lhe form and manner prescribed by lhe General Land Office 
and showing lhe gross amount and disposition of aU o il and gas produced and lhe marltet value of lhe oil and gas, togelher wilh a copy of all documents. 
records or reports confinnlng Uhe gross producbon, disposition and marltet value including gas meter readings, pipeline receipts, gas line receipts and 
olher 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 tihe General Land Office may require to verify the gross production, disposition and marital value. In all cases the auUhority 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 tihe 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 Uhe royalty or $25.00, whichever is p 
greater. A royalty payment which Is over tihlrty (30) days late shall accrue a penalty or 10% of the royalty due or $25.00 whichever is greater. In addition 
to a penalty. royalties shall accrue interest at a rate o f 12% per year: such Interest will begin to accrue when lhe royalty Is sixty (60) days overdue. G 
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 shaD bear al responsibility for paying or causing 
royaiUes to be paid as prescribed by the due date provided herein. Payment of tihe delinquency penalty shall in no way operate to prohobit the State's 
right of for1elture as provided by law nor act to postpone lhe date on which royaiUes were originally due. The above penalty provisions shall not apply In O 
cases of title dcspute as to lhe State's portoon of the royalty or to that portion of the royalty in dispute as to fair marltet value. 

4. 
10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually fumish the Commissioner of lhe General Land OffJCO 

with its best possible esUmale of oil and gas reserves under1ying this lease or alloceble to this lease and shall fumlsh said Commissioner with copies of 4 
all contracts under which gas Is sold or processed and all subsequent agreements and amendments to such contracts within Uhirty (30) days after 0 
entering into or making such contracts, agreements or amendments. Such contracts and agreements when received by tihe General Land Otfoce shall be 
held In confideroce by the General Land Office unless otherwise aulhorized by Lessee. All other contracts and records pertaining to tihe production. 
transportation, sale and marlteting of the oil and gas produced on said premises, including the books and accounts, receipts and d ischarges of all wells, 
tanks, pools, meters, and pipelines shall at all times be subjed to inspection and examination by the Commissioner of the General Land Office, lhe 
Attorney General, the Governor. or tihe representative of any of them. 

(B) PERMITS, DRILLING RECORDS. Written notice or 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, worltover. 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 ronns for appUcation 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 wilh tihe Texas Railroad Commission. AU 
applications, permits, reports or oUher 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 lhe w ord "Stale" in the t~le . Add~oonally, in acx:ordance with Railroad CommiSSIOn 
rules, any slgnage on the leased premises for the purpose of Identifying wells, tank batteries or olher assodaled improvements to the land must also 
Include the word "State." Lessee shall supply the General Land Office with any records, memoranda, acx:ounts, raports, 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 lhe surface casing to 
the total depth o f well, of all wells drilled on the above described premises and shall transmit a true copy of the log or each survey on each well to the 
General Land Office witihln fifteen (15) days after the making of said survey. 

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

11. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. II, during lhe primary term hereof and prior to discovery and 
production of oil or gas on said land, Lessee should drill a dry hole or holes tihereon. or If during Uhe 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 
reworlting operations thereon. or pays or tenders the next annual delay rentailn lhe same manner as provided In this lease. If. during the last year of the 
primary tenn or within sixty (60) days prior thereto, a dry hole be completed and abandoned, or the production of 011 or gas should cease for any cause. 
Lessee's rights shall remain on full force and effect without fur1her operations until the expiration of the primary tenn: and If Lessee has not resumed 
production In paying quantities at the expiration of the primary tenn. Lessee may maintain this lease by conducting additional drilling or reworltlng 
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opera~ons 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 desaibed land be completed as a shut-in oil or gas weU within the primary tenn hereof, Lessee may 
resume payment of the annual rental In the same manner as provided herein on or before the rental paying date foUowing the expiration of sixty (60) 
days from the date of completion of such shut-ln oll or gas well and upon the failure to make such payment. this lease shaU ipso facto terminate. If at the 
expiration of the primary term or any time thereafter a shut-ln oll or gas well is located on the leased premises, payments may be made in accordance 
with the shut-in provisions hereof. 

12. DRILUNG AND REWORKING AT EXPIRATION OF PRIMARY TERM . If, at the expiration of the primary term, n~ther 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 thereaftM as oil and/or gas is produced V 
in paying quan~ties from said land, or payment of shut-ln oil or gas well royalties or compensatory royalties Is made as provided in this lease. 

0 13. CESSATION, DRILUNG, AND REWORKING. II, 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 reworldng L 
operations within sixty (60) days aftM such cessation, and this lease shall remain in full force and effect for so long as such operations oontinue In good 
faoth 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 

1 operations result in the completion of a well as a dry hole, the lease will not terminate if the Lessee commences edditional driUing 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 0 
reworking operations in good faith and In a workmanlike manner without interruptions totaling more than sixty (60) days. Lessee shaU give written notice 
to the General land Office within thirty (30) days of any cessation of production. 0 

1<4. SHUT-lN ROYAL TIES. 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 oll and gas. II, at any time after the expiration of the primary term of a lease tha~ until being shut in, was being 
maintained in force and effect. a well capable of producing oll or gas In paying quantities Is located on the leased premises. but oU or gas Is nor being 
produced for lade of suitable production facilities or lack of a suitable market, then Lessee may pay as a shut-ln oU 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 rente! 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 tenn, (2) 60 days alter 

5 

the Lessee ceases to produce oil or ga.s from the leased premises, or (3) 60 days after Lessee completes a drilling or reworldng operation in accordance p 
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- G 
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 tease and the payment shaU 
extend the term of the lease for a period of one year from the end of the pnmary term, or from the first day of the month following the month in which 
production ceased, and, after that, If no suitable production facilities or suitable market for the oil or gas exists, lessee may extend the lease for loor two 
more successive periods of one (1) year by paying the same amount each year on or before the expiration of each shut-in year. 

15. COMPENSATORY ROYALTIES. II, during the period the lease Is kept in effect by payment of the shut-in oil or gas royalty, oil or gas is 0 
sold and delivered in paying quantities from a well located within one thousand (1,000) feet of the leased premises and completed in the same producing 4 
reservoir, or In any case In whoch drainage Is occuning Draining Well as defined In paragraph 45, 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 whlch the royalty has been paid. The q. 
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 1 
market value of producoon from the well causing the drainage or which Is completed In the same producing reservoir and within one thousand (1,000) 
feet of the leased premises. The compensatory royalty is to be paid monthly, one-half (1/2) to the Commissioner of the Genn Land Office and on&-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 oU or gas Is produced from the well 
cauSing the drainage or that is completed in the same producing reservoir and located within one thousand (1 ,000) feet of the leased premises. If the 
compensatory royalty paid In any 12-month period is an amount less than the annual shut-in oil or gas royalty, Lessee shaU pay an amount equal to the 
difference within thirty (30) days from the end of the 12-month period. Compensatory royalty payments which are not timely paid will accrue penalty and 
interest in accordance with Paragraph 9 of this lease. None of these provisions will relieve Lessee of the obligation of reasonable development nor the 
obligation to drill offset wells as provided in Texas Natural Resources Code 52.173; however, at the determination of the Commissioner, and with the 
Commissioner's written approval, the payment of compensatory royanies can satisfy the obligation to drill offset wells. 

16. RETAINED ACREAGE. Notwithstanding any provision of this lease to the oontrary, 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 driUing such additional well or 
wells as may be reasonably necessary tor 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 pomary or extended term it shall then 
terminate as lo all of the leased premises, EXCEPT (1) 40 acres surrounding each oll well capable of producing In paying quantities and 320 acres 
surrounding each gas well capable of producing In paying quantities (Including a shut-ln oil or gas well as provided In Paragraph 14 hereof). or a well 
upon which Lessee Is then engaged in oontinuous drilling or reworking operations, or (2) the number of acres included In a producing pooled unit 
pursuant to TeJCSs 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 ru les are changed or the well or wells located thereon are reclassified so that less acreage Is thereafter allocated to said well or wells for 
producoon purposes. this lease shall thereupon terminate as to all acreage not thereafter allocated to said well or weUs 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 righ t of ingress 
to and egress from the lands still subject to this lease for all purposes desaibed In Paragraph 1 hereof. together with easements and rights-of-way for 
eXJsting roads, existing pipelones and other existing facilities on, over and across all the lands described In Paragraplh 1 hereof ("the retained lands1. for 
access to and from the retained lands and for the gathering or transportation of oil, gas and other minerals produced from the retained lands. 

.. 
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(B) HORIZONTAL. In the event this lease is in force and effect two (2) years after the expiration date of the primary or extended term it shall 
further terminate as to all depths below 100 feet below the deepest producing formation 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 (112) 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 FlUNG. The surface acreage retained hereunder as to each well shall, as nearly as practical, be In the fOI'm 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 descr1ption of the acreage and/or depths not retained hereunder. The recorded release, or a cert ified oopy 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 V 
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 Q 
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 L 
designation shall be binding upon Lessee for all purposes. 

17. OFFSET W ELLS. 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, recelver or other a9B"t in control of the leased -4 
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 1 

oil and gas from the leased premises. In addibon, if oil and/or gas should be produced In commercial quantities within 1.000 feet of the leased premises. 0 
or In any case where the leased premises Is being drained by production of oil or gas, the Less.ee, 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 0 
well or wells completed within 1,000 feet of the leased premises start producing In commercial quantities and shall prosecute such drilling with diligence. 5 
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. nots, 
strikes, acts of God. or any valid order, rule or regulation of government authority, then while so prevented, Lessee's obligation to comply with such 
covenant shall be suspended and Lessee shall not be liable for damages for failure to comply with such covenants; additionally, this lease shall be p 
extended while Lessee Is prevented, by any such cause. from conducting drill ing and rewort<ing operations or from producing oU 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 G 
In tl'le 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 soli in the leased premises by paying any mortgage, O 
taxes or other liens on tl'le leased premises. If Lessee makes payments on behalf of the owner of the soli under this paragraph, Lessee may recover the 
cost of these payments from the rental and royalties due the owner of the soil. 4 

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner o f the soil owns less than the entire undivided surface estate in the above 
described land, whether or not Lessee's interest is specirted herein, then the royalties and rental herein provided to be paid to the owner of the soil shall 
be paid to him in the proportion which his Interest bears to the entire undivided surface estate and the royalties and rental herein provided to be paid to 
the Commissioner of the General Land Office of the State of Texas shall be likewise proportionately reduced. However, before Lessee adjusts the 
royalty or rental due to the Commissioner of the General Land Office, Lessee or his authorized representative must submit to the Commissioner of the 
General Land Office a written statement which explains the discrepancy between the interest purportedly leased under this lease and the actual interest 
owned by the owner of tihe soil. The Commissioner of the General Land Office shall be paid the value of the whole production allocable to any undivided 
Interest not covered by a lease, less the proportionate development and production cost allocable to such undivided interesL However. in no event shall 
the Commissioner of the General Land Office recelve as a royalty on the gross production allocable to the undivided interest not leased an amount less 
than the value of on&-slxteenth (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 irociuded within the boundanes 
of a pooled unit that has been approved by the School Land Board and the owner of the soil In accordance with Natural Resources Code Sections 
52.151·52.154, or if, 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 aooording to the number of acres pooled. released. 
surrendered, or otherwise severed. so tl'lat payments determined on a per acre basis under the terms of this lease during tihe primary term shall be 
calculated based upon the number of acres outside tl'le 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 livestodt 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 so li for damages caused by its operations to all personal property. 

improvements, livestock and crops on said land. 

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

24. WELL LOCATION LIMIT. No well shall be drilled nearer than two hundred (200) feet to any house or bam now on said premises without 

the written oonsent of the owner of the soil. 

4 
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25. POLLUnON. In developmg this area. Lessee shall use the highest degree of care and all proper safeguards to prevent pollution. Without 
limi~ng the foregoing. pollution of coastal wetlands. natural waterways. rivers and impoonded water shall be prevented by the use of contairvnent 
ladlt~es suffident to prevent spillage. seepage or ground water contamination. In the event of pollution, Lessee shaU use all means at its disposal to 
recapture all escaped hydrocarbons Of other pollutant and shall be responsible lor all damage to public and private properties. Lessee shall buUd and 
maintain fences around Its slush, sump, and drainage pits and tank batteries so as to protect livestock against loss, damage Of injury; and upon 
COfnpletion or abandonment of any well or wells. Lessee shall fill and level all slush pits and cellars and completely dean up the drilling site of all rubbish 
thereon. Lessee shall. wtllle conducting operations on the leased premises. keep said premises free of all rubbish. cans. bottles, paper cups or garbage, 
and upon complebon 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 V 
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 soH grants Lessee an extension of this 120-<lay period. However, Lessee may not remove casing from O 
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 L 
notice to the Commissioner of the General Land Office and to the owner of the soil. The owner of the soil shaM 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 parL and the provisions of this lease shall extend to and be binding upon their heirs, devisees, legal ·1 
representatives. success0f5 and assigns. However. a change or division In ownership of the land, rentals, or royalties wiU not enlarge the obligations of 
Lessee. diminosh the rights, privileges and estates of Lessee, Impair the effectiveness of any payment made by Lessee or impair the effectiveness of any 0 
act performed by Lessee. And no change or division In ownership of the land, rentals, Of royalties shall bind Lessee for any purpose until thirty (30) days O 
after the owner of the soil (or his heirs, devisees, legal representatives or assigns) furnishes the Lessee with satisfactoly written evidence of the change 
in ownership, including the original recorded muniments of tiUe (or a certified copy of such original) when the ownership changed because of a 5 
conveyance. A total or partial assignment of this lease shall. to the extent of the interest assigned, relieve and discnarge Lessee o f aU 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 asslgoee does not file a certified 
copy of such assignment in the General Land OffiCe before the next renta l paying date, the enUre lease shall tennlnate lot failure to pay the entire rental 
due under Paragraph 3. Every assignee shall succeed to all rights and be subject to all obligations. Nabilltles, and penalties owed to the State by the 
onginallessee or any pnor assignee of the lease, Including any liabilities to the State for unpaid royalties. 

(B) ASSIGNMENT LIMITATION. Notwithstanding any provision In Paragraph 27(a). if the owner of the soil acquires this lease in whole Of 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 assigrvnent will be treated as If It were made to the owner of the soU If the 
assognee os: 

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

p 
G 

(2) a corporabon or subsidiary In which the owner of the soil Is a principal stockholder or is an employee of such a corporation or subsidiary; 0 
(3) a partnership In which the owner of the soil is a partner or Is an employee of such a partnership; 

4 ( 4) a principal stockholder or employee of the corporation which Is ltle owner of the soil; 
(5) a partner or employee in a partnership which is the owner of the soil; 4 
(6) a fiduciary for the owner of the soli; Including but not limited to a guardian. trustee, executor. administrator, receiver, or conservator fOf the 
owner of the soil; or 3 
(7) a family member of the owner of the soil or related to the owner of the soil by marriage. blood, or adoption. 

28. RELEASES. Under the conditions conta1ned on thos paragraph and Paragraph 29, Lessee may at any time exeaJte 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 theteby SUtTender this lease as 
to such PQftion or portions, and be relieved of all subsequent obligations as to acreage surrendered. If any part of this lease Is properly surrendered, the 
delay rental due under this lease shall be reduced by the proportion that the surrendered acreage bears to the aaeage which was covered by this lease 
Immediately prior to such surrender; however, such release will not relieve Lessee of any liabilities which may have accrued under this lease prior to the 
surrender of such acreage. 

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

30. DISCLOSURE CLAUSE. All provisions pertaining to the lease o f the above-described land have been included in this instrumenl 
Including the statement of the true consideration to be paid for the execuUon of this lease and the rights and duties of the parties. Any collateral 
agreements concerning the development of all and gas from the leased premises which are not contained In this lease render this lease Invalid. 

31 . FIDUCIARY DUTY. The owner of the soli owes the State a fiduciary duty and must fully dosclose any facts affecting the State's Interest in 
the leased premises. When the interests of the owner of the soil confl ict 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 fall or refuse to make the payment of any sum withon thirty days after it becomes due, or If Lessee Of an 
authonzed agent should knowingly make any false retum or false report concerning production or drilling, or if Lessee shaU tail 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 gove correct information to the proper authority, or knowingly fail or refuse to furnish the General 
Land Office a correct log of any well, or if Lessee shall knoWingly violate any of the material provisions of this lease, or if thi6 lease Is assigned and the 
assignment is not filed In the General Land Office as required by law, the rights acquored under this lease shaU be subject to forfeiture by the 
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Commissioner, and he shall forfeit same when suffidently Informed of the facts wh1ch authonze a forfeiture. and when forfe1ted the area shall agam 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 o f law or by reason of any special limitation arising hereunder. Forfeitures may be set aside and this lease and aM rights thereunder 
reinstated before the rights of another Intervene upon satisfactory evidence to the Commissioner of the General Land Office of Mure compliance with 
the provisions of the law and of this lease and the rules and regulations that may be adopted relative hereto. 

33. UEN. In accordance with Texas Natural Resources Code 52.136, the State shall have a first lien upon all oil and gas produced from the 
area covered by this lease to secure payment of all unpaid royalty and other sums of money that may beoome due under this lease. By acoeptance of 
this lease. Lessee grants the State. in additlon 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 aocrue 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 V 
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 0 
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 TiUe 1, Chap. 9 of the Texas Business and Commerce Code. Lessee agrees that the Commissioner may require Lessee to L 
execute and record such Instruments as may be reasonably necessary to a cknowiedge, attach or perfect this lien. Lessee hereby represents that there 
are no prior or superior liens ansing from and relating to lessee's adivnies upon the above-described property or from Lessee's acquisition of th1s lease. 
Should the Commissioner at any time determine that this representation is not true. then the CornmissJoner may declare this lease forfeited as provided 
herein. 

1 
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 0 

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 O 
by the School Land Board and the Commissioner of the General Land Office for the poohng 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 agtees that the induslon of this provision In this lease satisfies the 5 
executiOn reqwements 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 offocers. employees. partners. 
agents. contractors, subcontractors. guests. Invitees. and their respective successors and assigns, of and from all and any actions and causes of action 
of every nature, or other harm. induding enVIronmental harm, for which recovery of damages Is sought, induding, 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 breacll 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. p 
defend and hold harmless the State of Texas and the owner of the soU, their offiCers, employees and agents, their successors or assigns, against any 
and all daims. liabilities. losses. damages, actions. personal Injury (Including death). costs and expenses. or other harm for which recovery of damages G 
is sought. under any theory including tort. contract, or strict liability, induding attorneys' fees and other legal expenses. lndudlng those related to 
environmental hazards, on the leased premises or in any way related to lessee's faUure to comply with any and all environmental laws: those aris1ng 
from or In any way related to Lessee's operatiOns or any other of Lessee's actlvities 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 O 
or any other act or omission of Lessee, Its d~rectors, offiCers, employees. partners, agents, contractors, subcontractors, guests. Invitees. and their 
respective successors and assigns. Eacll assignee of this Agreement. or an interest therein, agrees lo be liable for, exonerate. Indemnify, defend and 4 
hold harmless the State of Texas and the owner of the soli, their officers, employees. and agents In the same manner provided above In connection with 4 tho activities of Lessee, Its officers, employees, and agents as described above. EXCEPT AS OTHERWISE EXPRESSLY UMITED HEREJN, ALL OF 
TliE INDEMNITY OBUGATIONS ANDIOR LIABIUTIES ASSUMED UNDER THE TERMS OF nilS AGREEMENT SHALL BE WITHOUT LIMITS AND 4 
WITHOUT REGARD TO THE CAUSE OR CAUSES TliEREOf (EXCLUDING PRE-EXISTING CONDITIONS), STRICT LIABIUTY, OR THE 
NEGLIGENCE OF AHY PARTY OR PARTIES (INCLUDING TliE NEGUGENCE OF TliE INDEMNIFIED PARTY}, WHETHER SUCH NEGLIGENCE 
BE SOLE, JOINT, CONCURRENT, ACTIVE, OR PASSIVE. 

36. ENVIRONMENTAl HAZARDS. Lessee shall use tho highest degree of care and all reasonable safeguards to prevent contamination or 
pollution o f any environmental medium, Including soli. 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 Uabitity Ad 
(CERCLA), 42 U.S.C Sedions 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 TliE SOIL FROM AND AGAINST 
ANY CLAIMS, DAMAGES, JUDGMENTS, PENALTIES, LIABIUTIES, 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 N4Y 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 Willi THE REQUIREMENTS OF 
APPLICABLE LAW. THIS INDEMNIFICATION AND ASSUMPTION SHAlL APPLY, BUT IS NOT UMITED TO, UABIUTY FOR RESPONSE 
ACTIONS UNDERTAKEN PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAl LAW OR REGULATION. LESSEE SHAlL IMMEDIATELY 
GIVE THE STATE OF TEXAS N4D TliE OWNER OF TliE SOtL WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS 
PARAGRAPH, UPON LEARNING OF TliE PRESENCE OF N4Y HAZARDOUS MATERIAlS, OR UPON RECEIVING A NOTICE FROM AHY 
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 AHY REASON, OF nilS AGREEMENT. 

37. APPLICABLE LAW. This lease is issued under the provisions of Texas Natural Resources Code 52.171 through 52.190. commonly 
known as the Relinquishment Ad. and other applicable statutes and amendments thereto. and if any provision in this lease does not conform to these 
statutes. the statutes will prevail over any nonconforming lease provisions. 

••• • • • • • 
• 
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33. EXECUTION. Th1s oil and gas lease must be signed and acknowledged by the Lessee before ills filed of record In the county records and 
1n the General Land Office of the State of Texas. Once the filing requirements found in Paragraph 39 of this l ease have been satisfied, the effective date 
of this lease shall be the date found on Page 1. 

Jg. LEASE FILING. Pursuant to Chapter 9 of the Texas Business and Commerce Code. this lease must be filed of record in the offioe of the 
County Clerit in any county in which all or any part of the leased premises is located, and certified ropies 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 Clerit 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 b1nding upon the State unless it 
redtes 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 

c'~"' '"-If? i¥d 
BY: r C.~ 
Tide: Roger Alexander, Anomey-in-Fact of C.marex Energy Co. 

Date:------------------

STATE OF TEXAS (CORPORATION ACKNOWLEDGMENT} 

COUNTY OF MIDLAND 

BEFORE ME, the undersigned authonty, on this day personaUy appeared Roger Alexander. known to me to be the person whose name Is 

subscribed to the foregoing Instruments as Attorney-in-Fact of C1marex Energy Co. 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 tft,fjc day of --L.L.f'.J'-1'- -r--

STATE OF Tex:c..,<; 
COUNTY OF I/QV'r,'.5 

(INDIVIDUAL ACKNOWLEDGMENT) 

BEFORE ME. the undersigned aulhonty. on this day personally appeared Vernon Wade Parils. known to me to be the person(s) whose name 

Is subscribed to the foregoing instruments and acknowledged to me that she executed the same for the 

purposes and consideration therein expressed, 10 the capacity stated. 

Given under my hand and seal of office this the .2.o..sl_ day of 

VICKY SUE WAU ACE 
w1 Commln lon hplrH 

April 19.2016 

Notary Public in and fOf --------------
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EXHIBIT' A' 

40. CONTINUOUS DEVELOPMENT. After the expiration of the primary term, and notwithstanding paragraphs 16 (A) and 16 (B) 
above and any other provision in this lease to the contrary, no portion of this lease will terminate if Lessee continues to drill a well (or 
wells) anywhere on the leased premises with no more than 180 days between the release of the drilling rig on one well and the 
commencement of actual drilling operations on a subsequent well (hereinafter referred to as "continuous drilling"). Upon the cessation 
of continuous drilling this lease shall tenninate in accordance with the other relevant provisions herein. If, however, Lessee has filed 
with the Texas Railroad Commission, no later than 60 days prior to the expiration of the said 180·day period, all requisite applications 
to drill the next well in the continuous drilling program, and Lessee is unable to proceed with drilling pending authorization by the V 
Texas Railroad Commission, then Lessee shall be allowed such additional time as may be reasonably necessary to obtain the 0 
authorization and thereafter spud the subsequent well. L 

41 . DELAY RENTALS. As stipulated in Paragraph 113 of this lease, the rentals for this lease have been P AJD-UP for the second (2nd) 
and third (Jrd) years of the primary term hereof. Lessee or its assigns shall have the right to keep this lease in force and effect for the 
fourth (4 th) and fifth (5th) years of the primary term provided for herein by tendering a payment of fifteen hundred dollars (S 1500.00) 1 per net acre on or before May 5, 2016 as to any acreage covered hereby and not otherwise being maintained by any other provision O 
herein at such time. One half(ln) of the fourth and fifth year rental will be paid to the Lessor and one half(ln) will be paid to the 
State ofTexas. 0 

lnst No. 13-04023 
DIANNE 0 . FLOREZ 
COUNTY CLERK 

2<H~ Jun 10 c>l 03:34 Pfii 
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~~ES CXUNTY. TEXAS 
By: LR ~JL , DEPUTY .. . , 
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CERTIFIED TRUE AND CORRECT COPY CERTIFICATE 
STATE OF TEXAS 
COUNTY OF REEVES 

. ' . 

The above and foregoing 1S a lull, true and correct photographic copy or the 
ong,nat record now in my lawful custody and possession, as the same is 

~:~~~r1e~ i~ i~~0ubl~~rds o~ {Th16pn fiJ!22~ • 
7 /11/13 

DEPUTY 



Invoice# 
REQ21705071 3bb 

•• •• • • • • • 
• ... , .. 

• • 

• •••••• • • 
• •••••• • • 

• 
• •• 

05/07/2013 

CIMAREX ENERGY CO 
1700 LINCOLN STREET 

SUITE 1800 
DENVER CO 80203-4518 

(303) 295-3995 

Description 

Check Number I 00015080121 

Amount Discount Net Amount 
195,000.00 0.00 



J 
023492 ~ Vendor Check Date: 05/17/2013 Check Amount ~ 195,000.00 



Invoice# 
REQ217050713w 

Jj· ·:-
• ...... . . . 
• •••••• • • 
• •••••• • • 

• 
• I •• • • • •••• 

023492 

CIMAREX ENERGY CO 
1700 LINCOLN STREET 

SUITE 1800 
DENVER CO 80203-4518 

(303) 295-3995 

lnv. Date Description 
05/07/2013 

~ Vendor Ch~ck Date: 05/17/2013 

.. ~;)t utiA(.;HAI 1-'tH.~UHAIIUNAtsUVt'" 

Check Number I 00015080551 

Amount 
65,000.25 o.oo r Discount 

I J- \ 

Check Amount ~ 65,000.25 



• •••••• • • 
• •••••• • • 

• 
• •• . . . 
•• •• 

023492 ~ Vendor 

CIMAREX ENERGY CO 
1700 LINCOLN STREET 

SUITE 1800 
DENVER CO 80203-4518 

(303) 295-3995 

Description 

Check Date: 05/17/2013 

Check Number I 00015080491 

Amount 
65,000.25 0.00~ 

Discount 

Check Amount ~ 65,000.25 



ti4k4t.C?.I 
.......... !'IIM"M-·· Invoice# 

REQ21 7050713v 05/07/2013 

• I • • • 
• •••••• • • 

• 
• •••••• • • 
• •••••• • • 

• 
• •• • • • •••• 

023492 

CIMAREX ENERGY CO 
1700 LINCOLN STREET 

SUITE 1800 
DENVER CO 80203-4518 

(303) 295-3995 

Description 

, Check Date: 05/17/201 3 

Check Number I 00015080541 

Amount 
65,000.25 r Discount 

0.00 

I o--) 

Check Amount ~ 65,000.25 



(i?l£4(,·?4 
.._..... ......... ~.m ...... _. 
~ 05/07/2013 

•••• • • • • 
• ...... 

• • 
• I 

•• • • • • • •• 
•• • • • • • • • 
• 

• •• • • • ••• • 

023492 --~Vendor 

CIMAREX ENERGY CO 
1700 LINCOLN STREET 

SUITE 1800 
DENVER CO 80203-4518 

(303) 295-3995 

Description 

Check Date: 05/17/2013 

.,1-'Lt::.A:St:: Ut 1At,;I'1AI t"'tt<,.UKAIIVNAtsVVt:. .. 

Check Number I 00015080521 

Amount Discount Net Amount 

100.00 0.00 100.00 

Check Amount ~ -~ 00.00 



fidk&t-?X'i 
CIMAREX ENERGY CO 
1700 LINCOLN STREET 
SUITE 1800 
DENVER CO 80203-4518 
(303) 295-3995 

PAY One Hundred Dollars and Zero Cents 

TO THE 
ORDER 
OF 

STATE OF TEXAS 
1700 N CONGRESS AVE STE 840 
AUSTIN TX 78701-1495 

'PlEASE DETACH AT PERFORATION ABOVE• 

tiflt& t-M 
'~~w .. n-':!t•M"M-Invoice# 

r-<Eaz17oso713p OS/07/2013 

•• • • 
• •••• • • 

• ... . 
' . . 
• •• 
~- . ' .. •• 

•• • • • • • 

WELLS FARGO BANK NA 

L3711198 

Present for payment within 180 days. 

Vendor No. Check No. Check Date Check Amount 

023492 0001508048 05/17/2013 .. .... *******$1 00.00 

CIMAREX EN ERGY CO 
1700 LINCOLN STREET 

SUITE 1800 
DENVER CO 80203-4518 

(303) 295-3995 

Description Amount 
100.00 

HAS A COLORED BACKGROUND • BORDER CONTAINS MICROPRINTING 

'PlEASE DETACH AT PERFORATION ABOVE' 

Check Number I 00015080481 

Discount Net Amount 

0.00 100.00 

'----02_3_4_9_2 ____ ..~....l_~_ ve_n_do_r _____ c_heck Date: 05/17/2013 Check Amount -~-'---L-1 ----=+'l'-'--1_oo_._oo_JI 



w t& t·m 
CIMAREX ENERGY CO 
1700 LINCOLN STREET 
SUITE 1800 

WELLS FARGO BANK NA 

56-382/.12 L371119 9 

DENVER CO 80203-4518 
(303) 295-3995 Present for payment within 180 days. 

Vendor No. Check No. Check Date Check Amount 

023492 0001508050 05/17/2013 •************$1 00.00 

PAY One Hundred Dollars and Zero Cents 

TO THE 

ORDER 

OF 

STATE OF TEXAS 
1700 N CONGRESS AVE STE 840 
AUSTIN TX 78701-1495 

u•o DO • 5080 sou• 

'PLEASE DETACH AT PERF ORA TKlN ABOVE' CIMAREX ENERGY CO 
1700 LINCOLN STREET 

••• • • • 
• ••• •• • • 

• 
•• • • • • •• 
•• • • • • • • 
• 

• •• • • • •• • 

023492 

SUITE 1800 
DENVER CO 80203-4518 

(303) 295·3995 

lnv. Date Description 
05/07/2013 

I ~Vendor Check Date: 05/17/2013 

Amount 
100.00 

A COLORED BACKGROUND • BORDER CONTAINS MICROPRINTING 

'PlEASE DETACH AT PERFORATlON ABOVE' 

Check Number I 00015080501 

Discount Net Amount 
0.00 

j_ 

100.00 

"'6\ 
\ 

Check Amount '* 
- ---'--'-'-L---



tif/k&t-?4 
CIMAREX ENERGY CO 
1700 LINCOLN STREET 
SUITE 1800 
DENVER CO 80203-4518 
(303) 295-3995 

PAY One Hundred Dollars and Zero Cents 

TO THE 
ORDER 
OF 

STATE OF TEXAS 
1700 N CONGRESS AVE STE 840 
AUSTIN TX 78701-1495 

•PLEASE DETACH AT PERFORATION ABOVE• 

Invoice# lnv. Date 
REQ217050613w 05/06/2013 

.. ·~ 

J.:.:: 
• • 
• 

•• • ·. •.: 
•• • • • • • • • 
• 
•• • • • • •• • 

W ELLS FARGO BANK NA 

56-3821< 12 L37l:1.20 0 

Present for payment within 180 days. 

Vendor No. Check No. Check Date Check Amount 

023492 0001508042 05/17/2013 •************$1 00.00 

CIMAREX ENERGY CO 
1700 LINCOLN STREET 

SUITE 1800 

I . 

DENVER CO 80203-4518 
(303) 295-3995 

100.00 

~J~ 
./iwvu·m~ 
HAS A COLORED BACKGROUND· BORDER CONTAINS MICROPRINTING 

•PLEASE DETACH AT PERFORATION ABOVE• 

Check Number I 00015080421 

0.00 100.00 

023492 1 ~Vendor Check Date: 05/17/2013 Check Amount ~ j --\._ 100.00 
j 



'r!S'?"1?''S''·"·••rrrrt•r••·•-ra•'z·:aJ?••-r '?'r,'·rur•·ur•c ·ur ''''"'?' ,,,r"?tll" .""••o•n:rz•r l-ttm"·ca·· ,, urn=:··"?? 

tfdk& t·?$'.1 
CIMAREX ENERGY CO 
1700 LINCOLN STREET 
SUITE 1800 
DENVER CO 80203-4518 
(303) 295-3995 

PAY Twenty Five Dollars and Zero Cents 

TO THE 
ORDER 
OF 

STATE OF TEXAS 
1700 N CONGRESS AVE STE 840 
AUSTIN TX 78701 -1495 

u•ooo. 5080 ~ 7111 

'PLEASE DETACH AT PERFORATION ABOVE' 

Invoice# .. -
REQ217050713o 05/07/2013 

WELLS FARGO BA~~1

3 
. 

3 ~3321<12 L 3 r 9 5 

Present for payment within 180 days. 

Vendor No. Check No. 

023492 0001508047 

CIMAREX ENERGY CO 
1700 LINCOLN STREET 

SUITE 1800 
DENVER CO 80203-4518 

(303) 295-3995 

Description Amount 

Check Date Check Amount 

05/17/2013 **************$25.00 

•PLEASE DETACH AT PERFORATION ABOVE• 

Check Number I 00015080471 

Net Amount 

25.00 I 0.00 25.00 

••• . 
• 

• 

• 

• • •••••• 

.. ··· ' • • .. . 
• 

• • •••••• • 
• • • • • •• •• 

I ~Vendor Check Date: 05/17/2013 Check Amount ~ I 25.oo 1 
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ti4k4t·M 
CIMAREX ENERC3Y CO 
1700 LINCOLN STREET 
SUITE 1800 
DENVER CO 80203-4518 
(303) 295-3995 

PAY Twenty Five Dollars and Zero Cents 

TO THE 

ORDER 

OF 

STATE OF TEXAS 
1700 N CONGRESS AVE STE 840 
AUSTIN TX 78701-1495 

• PlEASE DETACH AT PERFORATION ABOVE• 

WELLS FARGO BANK NA 

56-3821• 12 13713952 

Present for payment within 180 days. 

Vendor No. Check No. 

023492 0001508053 

CIMAREX ENERGY CO 
1700 LINCOLN STREET 

SUITE 1800 
DENVER CO 80203-4518 

(303) 295-3995 

Check Date Check Amount 

05/17/201 3 **************$25 0 00 

HAS A COLORED BACKGROUND • BORDER CONTAINS MICROPRINTING 

• PlEASE DETACH AT PERFORAnON ABOVE• 

Check Number I 00015080531 

Invoice# lnv. Date Description Amount Discount Net Amount 
REQ217050713u 05/07/2013 25.00 0.00 

023492 I ~Vendor Check Date: 05/17/2013 Check Amount ~ I 

25.00 

! .] / .... 
-lJ ·.~ 

91:" · 
~<.: • 
•••• • • . . . 

• 
• • •••••• • 
~ . 

• • • •• •• 

25.oo 1 
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ren&t·m 
CIMAREX ENE!RGY CO 
1700 LINCOLN STREET 
SUITE 1800 
DENVER CO 80203-4518 
(303) 295-3995 

PAY Twenty Five Dollars and Zero Cents 

TO THE 
ORDER 
OF 

STATE OF TEXAS 
1700 N CONGRESS AVE STE 840 
AUSTIN TX 78701-1495 

111 000 * 5080 5 *II 

WELLS FARGO BANK NA 

5&-Ja21412 13713951 

Present for payment within 180 days. 
r-------~-r--------~r---~-----r------------~ 

f-!.V.;::e:.:...:n.:::.do::::r~N~O::::.:·'-+_:C~h..:..:e::..::C:.:.:kc...:.N..:..:O::..:.·-+..::C:..:..h:.:::e.:::.c:..:..k .:::D:..:::a:!.:te~__::C::..:.h.:.::e::..::C:.:.:kc...:.A..::.m:.:...:o::::u:::..:n..:..:t'---l 
023492 0001508051 05/17/2013 ******** .. *****$25. 00 

HAS A COLORED BACKGROUND • BORDER CONTAINS MICROPRINnNG 

•PLEASE DETACH AT PERFORATION ABOVE• CIMAREX ENERGY CO 
1700 LINCOLN STREET 

SUITE 1800 

•PLEASE DETACH AT PERFORATION ABOVE• 

Invoice# 
REQ217050713s 

, 
l 

023492 ~ ~Vendor 

DENVER CO 80203-4518 
(303) 295-3995 

Check Date: 05/17/2013 

••• • • • .. 
li)~1 . •. 

/-.(, 2 :····· 
9 !:':!· ••• 

Check Amount ~ I 

V:{-• : . 
• • •••••• • 
• • . . . 
•• •• 

25.oo 1 

! 



I 
l 

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

PAY Twenty Five Dollars and Zero Cents 

TO THE 

OROER 

OF 

STATE OF TEXAS 
1700 N CONGRESS AVE STE 840 
AUSTIN TX 78701 -1495 

u•ooo * 5080 ~ * 
'PLEASE DETACH AT PERFORATION ABOVE" 

Invoice# 
REQ21 7042613z 

WELLS FARGO Bt~ fi 3 9 5 0 
58-382/412 

Present for payment with in 180 days. 

Vendor No. Check No. Check Date Check Amount 

023492 0001508041 05/17/2013 **************$25. 00 

CIMAREX ENERGY CO 
1700 LINCOLN STREET 

SUITE 1800 
DENVER CO 80203-4518 

(303) 295-3995 

Description 

SIGNATURE HAS A COLORED BACKGROUND • BORDER CONTAINS MICROPRINTING 

Amount 
25.00 

' PLEASE DETACH AT PERFORATION ABOVE" 

Discount 
0.00 

••• 

• 
• • ••••• • 
•••• • • •• 

• 
• • •••••• • 
• • • • • •• •• 

023492 I ~Vendor Check Date: 05/17/2013 Check Amount ~ I 25.oo 1 



... :. ··. :· . ::· ·. : .. ·: . : 
• • • • • ·.· .:. . ... 

ifile No. _..J-/..._I-'-5~:;~rc-+f __ _ 
I 

C<fuer~vfliJ~ 
Date Filed: 

Jerry E. Patterson, Commissioner 

By@[ 



T EX.l~S 

September 9, 2013 

Cody Elliott 
Cimarex Energy Co. 
600 . Marienfeld, Suite 600 
M idland, Texas 7970 I 

Re: State Lease MF 115579 

Dear Mr. Elliott: 

JERRY PATTER ON, COM1V1ISS10 ER 

Four RAL leases covering 520 ac., Sec. 2, Blk. 55, T-3 , T&P Ry. 
Co. Survey, Reeves Co, TX 

The certified copies of the Relinquishment Act leases covering the referenced tract have been approved and 
filed in our records under Mineral File numbers as set out on Page 2. Please refer to these numbers when 
making payments to the State and in a ll futm·c c01·respondence conceming the leases. Failure to 
include the mineral file numbers may delay proces ing of any payments toward the lea e . 

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 I O(B) which requ ires 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 Rep01t; W- 12, 
Incl ination Report; electric logs; directional surveys. 

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

Your remittances are set out on Page 2 and have been applied to the State's portion of the cash bonus. ln 
addition, we are in receipt of the filing and processing fees. 

Sincerely yours, 

Deborah A. Cantu 
Mineral Leasing, Energy Resources 
(512) 305-8598 
deborah.cantu@glo.texas.gov 

Slepht:n F. Ausnn 13uilding • 1700 orrh Congrc~~ Avenue • Austin, Tcxa& 78701-1495 

Post Otf•cc Box 12873 · Austin, Texas 78711-2873 

512-463-5001 • 800-998-4GLO 

www.glo . srare.rx.u~ 



State Lease No. Lessor as agent for State ofTX Dated Recorded Val/Page Bonus Amount 

MF115579A Doyle W. Parks 05/06/13 V. I005, P. 411 $195,000.00 

MF115579B Kelly Dean Parks 05/06113 V. 1005, P. 420 $65,000.25 

MFI15579C Que Pasa Cattle Co. 05/06/ 13 V. I005, P.429 $65,000.25 

MF115579D Vernon WadeParks 05/06113 V 1005, P. 438 $65,000.25 
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Cay la Gorski 
Cimarex Energy Co. 

TEXAS GENERAL LAND OFFICE 
COMMISSIONER DAWN BUCKINGHAM, M.0. 

September 29, 2023 

Certified USPS # 7021 2720 0000 6468 9657 

6001 Deauville Blvd, Ste. 300N 
Midland, TX 79706 

Re: Partial Release of State Lease No. MF l l 5578A-E, l l 5579A-D, GLO Unit Nos. 7638 & 11487 
Wolverine State 55-1 Unit D 4H / API No. 42-389-37132 / RRC Lease No. 08-286845 
MFl 15578 - 120.0 acres, more or less, being the S/2 SE/4 and NE/4 SE/4 of Section 2, Block 55, 
Township 3, T &P RR Co. Survey 
MF! 15579 - N/2, SW/4, NE/4 SE/4 of Section 2, Block 55, Township 3, T&P RR Co. Survey, A-
2230 

Ms. Gorski: 

The Texas General Land Office (GLO) has completed a review of the above captioned State Leases 
of which Cimarex Energy Co. is the current listed operator. The review of our internal records 
indicated that the GLO has not received a Partial Release as required under the Retained Acreage 
Clause located in Paragraph No. 16 of the above referenced State Leases. 

In accordance with Paragraph 16(b) of the Oil and Gas Leases, it appears the above referenced 
State Leases have terminated as to all depths 100' below the base of the Wolf Camp formation, the 
Wolverine State 55-1 Unit D 4H (API No. 42-389-37132) appears to be the deepest unit well 
drilled within the formation, as reflected in the Schlumberger Survey Report dated October 29, 
2018. 

Please provide the GLO with a Partial Release of the above referenced State Lease as to the 
terminated depths as required under Paragraph No. 16, effective as of the date of said termination. 
Additionally, Title 31, §9.92, of the Texas Administrative Code requires that a recorded original 
or certified copy of the Partial Release, along with a filing fee of twenty-five dollars ($25.00) for 
each State Lease affected by said Partial Release, is to be filed with our office. 

Should you disagree with this assessment please provide evidence to the GLO at the address shown 
below within thirty (30) days ofreceipt of this letter. If you have questions concerning this matter, 
please feel free to e-mail me at the address below my signature. 

Best, 

Chase Brockman 
Energy Resources 
chase. brockman@glo.texas.gov 

1700 North Congress Avenue, Austin, Texas 78701-1495 
P.O. Box 12873, Austin, Texas 78711-2873 

512-463-500 I glo. texas.gov 



File No. /t1f !I 5 5 71 <1) 
________ ___;~ 
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Date Filed: C/-2. tf-2.y 

Commissioner Dawn Buckingham, M.D. 
By: egg 




