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MEMO TO FILES MF104548, MF104778, MF107619 & MF107769
(Copy To MF116494, MF116495, MF116496 & MF116497)
Date: 06/06/2014

From: Linda PriceW
RE: Lease Terminations
MF104548, MF104778, MF107619 and MF107769 were originally all part of Accounting Unit 5206.

During the period July 2012 through October 2012, there was no production reported for the Block 58 State
40 - 14 #1H (API#: 42-389-32449). Production resumed in November 2012 and continued for the duration of
the review of the accounting unit.

The non-production time period coincided with the assignment by Chesapeake to SWEPI of its interest in the
leases. The GLO sent SWEPI a termination letter on August 29, 2013 stating that, absent evidence that
operations were conducted adequate to perpetuate the leases without a cessation of more than sixty (60)
days during the period in question, the leases were terminated. In a letter dated October 14, 2013, SWEPI
responded that they could find no evidence that Chesapeake conducted drilling operations adequate to
perpetuate the leases without a cessation of more than sixty (60) days during the time period in question and
requested that the GLO ratify the leases and stated that if the State did not ratify the leases, it would not
receive royalty payments on the production.

By letter dated October 25, 2013, the GLO advised SWEPI that, based upon the TAC §9.34(e), the GLO cannot
ratify leases and that, with the termination of the leases, the GLO owned 100% of the royalty. The GLO
informed SWEPI that it would approve either Option 1) SWEPI could negotiate with the surface owners one-
year leases back-dated to August 30, 2012, for the 200 acres covering the SE/4 SW/4, W/2 SE/4 and S/2 NE/4
of Section 40 across which the well was located, from the surface to 12,378 and with the bonus to be shared
equally between the State and the surface owners or Option 2) SWEPI could negotiate new, long term leases
with the surface owners at the market rate. The GLO gave SWEPI 30 days from the receipt of the options
offer to respond.

By email dated November 21, 2013, SWEPI elected to pursue Option 1.

The new leases were subsequently executed and filed with the GLO. Upon receipt of the new leases, the GLO
decided that the administration of the new leases would most efficiently be managed by giving them new
lease numbers instead of adding the new leases to the original lease number files. The old leases were
terminated* as of August 29, 2012 and new files were set up as follows:

New Lease New Lease New Lease
Original Lease No. MF No. Agent for State Acres Tract Descrip.
MF104778A* MF116494 Dela Minerals Inc. 80 W/2 of SE/4
MF104548 MF116495 Lester Charles Weatherby, Jr. 40 SE/4 SW/4
MF1076198B MF116496A Mark A. Chapman 35 SW/4 NE/4
MF107619A MF1164968B Estate of Kelly H. Baxter 5 SW/4 NE/4
MF107769** MF116497A Helen Carolyn Allen 20 SE/4 NE/4

MF1164978 Laura Allen Quisenberry 20 SE/4 NE/4



The new leases upon which the well crosses are not unitized and, since the GLO does not use the designation
of “accounting units” any longer for such situations, the GLO setup NUML 8008 (non-unitized multiple leases)
for the accounting of the revenue.

In order to give SWEP| adequate time to adjust their reporting and payment procedures, it was decided that
royalty revenue would continue to be credited under the old Accounting Unit 5206 until April 30, 2014 and
payments to NUML8008 would begin as of May 1, 2014. SWEPI was notified of the necessary payment and
reporting changes by email dated June 6, 2014.

*MF104778A was not terminated at this time because it was part of an additional old accounting unit under review. The lease
net acreage was reduced by the 160 acres of the SE/4 of Section 40. SWEPI was notified that it could immediately execute and
file a certified, recorded partial release of the SE/4 of Section 40 knowing that an additional release might later be required
when the review of Accounting Unit 4554 was completed, or that it could wait until the review of Accounting Unit 4554 was
completed so that, if additional acreage needed to be released, only one release of all terminated acreage would have to be
filed.

**MF107769 was originally one lease of two undivided interests. When SWEPI took new leases, it put the two undivided
interests of MF107769 into two separate, A and B, leases of MF116797.
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58 OIL AND GAS LEASE
. :l L .
= o : THIS AGREEMENT is made and entered into this__30th | day of . 2012 . between the State of Texas. acling 1
', " by and through its agent, Lester Charies Weatherby, Jr_of 1601 Eim j lias, Texas 75201-7201 0
. : . (Give Permanent Address) T
snes said agent herein referred to as the owner of the soil (whether one or more), and SWEP| LP 4
of P.O. Box 576, Houston, Texas 77001 hereinafter called Lessee

(Give Permanen! Address)

1. GRANTING CLAUSE, For and in consideration of the amounts stated below and of the covenants and agreements Lo be paid, kept and
performed by Lessee under this lease, the Stale of Texas acting by and through the owner of the soil, hereby granis, lsases and lets unto Lesses, for
the sole and only purpose of prospecting and dnlling for and producing oil and gas, laying pipe lines, buiking tanks, storing oil and buiiding power
stations, telephone lines and other struct , to produce, save, take care of, treat and transport said products of the lease, the following lands
it din Reeves County, State of Texas, to-wit:

O

The Southeast Quarter of the Southwest Quarter (SE/4 of the SW/4) of Section 40, Block 58, PSL Survey, Reeves County, Texas, insofar as to only
cover from the surface down to 12,378

containing 40.00 acres, more or less. The bonus consideration paid for this lease is as follows:

To the State of Texas: Sixty Thousand Doliars & 00/100_
Dollars ($60.000.00 )

To the owner of the soil Sixty Thoysand Dollars & 00/100
Dollars ($60.000.00 )

WO

Total bonus consiceration: One Hundred Twenty Thousand Dollars & 00/100
Dollars ($120.000.00 )

The total bonus considerstion paid represents a bonus of_Three_thousand & 00/100
Doliars ($3.00000 ) peracre on4000  nelacres

2. TERM. Subject to the other provisions in this lease, this lease shall be for a term of One (1) years from
this date (herein cailed “primary term®) and as long thereafter as oil and gas, or either of them, is produced in paying quantites from sad land. As used
in this lease, the term “produced in paying quantities” means that the receipts from the sale or other auth ial use of the subst (s)

covered exceed out of pocket operational expensas for the six months last past.

3. DELAY RENTALS. If no well is commenced on the leased premises on or before one (1) year from this date, this lease shall terminate,
unléss on or before such anniversary date Lessee shall pay or tender lo the owner of the soil or to his credit in the
OF THE SOIL Bank, at
of its successors (which shall continue as the depository regardiess of changes in the ownership of said land), the amount specfied below, in addition,
Lessee shall pay or tender to the COMMISSIONER OF THE GENERAL LAND OFFICE OF THE STATE OF TEXAS, AT AUSTIN, TEXAS, a like sum on
or before said date. Payments under this paragraph shall operate as a rental and shall cover the privilege of deferring the commencement of a well for
one (1) year from sad date, Payments under this paragraph shall be in the following amounts:

To the owner of the soil Twenty and 00/100
Dollars ($20.00 )
To the Stale of Texas: Twenty and 00/100
Doliars (520,00 1
Total Delay Rental: Forty and 00/100
Dollars ($40.00 )

In a like manner and upon like payments or tenders annually. the commencement of a well may be further deferred for successive penods of one (1)
year each during the primary term_All payments or tenders of rental to the owner of the soil may be made by check or sight draft of Lessee, or any
assignee of this lease, and may be delivered on or before the rental paying date. if the bank designaled in this paragraph (or its successor bank) should
cease to exist, suspend business, iquidale, fail or be succeeded by another bank, or for any reason fail or refuse lo accept renlal, Lessee shall not be
held in default for failure to make such payments or tendars of rental until thirty (30) days after the owner of the soll shall deliver 1o Lessee a proper
recordable instrument naming another bank as agent to receive such payments or tenders
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4. PRODUCTION ROYALTIES. Upon production of oil and/or gas, Lessee agrees 1o pay of cause to be paid one-hall (1/2) of the royalty
provided for in this lease to the Commissioner of the General Land Office of the State of Texas, at Austin, Texas, and one-half (1/2) of such royalty 1o the
owner of the soil

. {A) OIL. Rayalty payable on oil, which is defined as including all hydrocarbons produced in a liquid form at the mouth of the well and also as
all condensate, distillate, and other liquid hydrocarbons recovered from oil or gas run through a separator or other equipment. as hereinafter provided,
shallbe __1/4 part of the gross production or the markel value thereof, at the option of the owner of the soil or the Commissioner of the General
Land Offica, such value to be determined by 1) the highest posted price, plus premium, If any, offered or paid for cil, condensale, distiliate. or other hiquid
hydrocarbons, respectively. of a like type and gravity in the general area where produced and when run, or 2) the highest market price thereof offered or
paid in the general area where produced and when run, or 3) the gross proceeds of the sale thereol, whichever is the greater Lessee agrees thal before
any gas produced from the leased premises is soid, used or processed in a plant. it will be run free of cost to the royalty owners through an adequate oil
and gas separater of conventional type, or other equipment at leasl as efficient, so that all liquid hydrocarbons recoverable from the gas by such means
will be recovered The requirement that such gas be run through a separator or other equipment may be waved, in writing, by the royalty owners upon
such terms and conditions as they prescribe.

(B) NON PROCESSED GAS. Royalty on any gas (including flared gas), which is defined as all hydrocarbons and gaseous substances not
defined as oil in subparagraph (A) above, produced from any well on sax land (except as provided herein with respect 1o gas processed in a plant for
the extraction of gasoline, liquid hydrocarbons or other products) shall be 1/4 part of the gross production or the market vaiue thereol, at the
option of the owner of the soil or the Commissioner of the General Land Office, such value to be based on the highest marke! price paid or offered for
gas of comparable quality in the general area where produced and when run, or the gross price paid or offered to the producer, whichever is the greater,
provided that the maximum pressure base in measuring the gas under mu leasa shall nol at any time exceed 14.65 pounds per square inch absolute,
and the standard base temperature shall be sixty (60) deg Fat ion [0 be made for pressure according to Boyle's Law, and for specific
gravity according to tests made by the Balance Method mbylha maost approved method of testing being used by the indusiry al the time of testing.

(C) PROCESSED GAS. Royalty on any gas processed in @ gasoline plant or other plant for the recovery of gasoline or other hiquid
hydrocarbons shall be 1/4 part of the residue gas and the liquid hydrocarbons extracted or the market value thereaf, at the option of the owner
of the soll or the Commissi of the G | Land Office. All royaities due herein shall be based on one hundred percent (100%) of the total plant
production of residue gas b to gas produced from this lease,. and on fifty percent (50%), or that percent accruing to Lessee, whichever s the
greater, of the total plant production of liquid hydrocarbons attributable to the gas produced from this lease. provided that if iquid hydrocarbons are
recovered from gas processed in a plant in which Lessee (or its parent, subsidiary or affiliate) owns an interes!, then the percentage apphcabie to liquid
hydrocarbons shall be fifty percent (50%) or the highest parcen! accruing to a third party processing gas through such plant under a processing
agreement negoliated at arm's langth (or if there is no such third party, the highest percent then being specified in processing agreements or contracts in
the industry), whichever is the greater. The respective royalties on residue gas and on liquid hydrocarbons shall be determined by 1) the highest markel
pnce paid or offered for any gas (or iquid hydrocarbons) of comparable quality in the general area, or 2) the gross price paxd or offered for such residue
gas (or the weighted average gross selling price for the respective grades of liquid hydrocarbons), whichever is the greater. In no event, however, shall
the royalties payable under this paragraph be less than the royalties which would have been due had the gas not been processed.

(D) OTHER PRODUCTS. Royaity on carbon black, sulphur or any other products produced or manufactured from gas (excepting liquid
hydrocarbons) whether said gas be "casinghead,” “dry,” or any other gas, by fractionating, burning or any other processing shallbe __ 1/4 part of
the gross production of such products, or the market value thereof, at the option of the owner of the soil or the Commissioner of the General Land Office,
such market value to be determined as follows: 1) on the basis of the highes! markel price of each product for the same month in which such product is
produced, or 2) on the basis of the average gross sale price of each produd! for the same month in which such products are produced; whichever is the
greater

5. MINIMUM ROYALTY. During any year after the expiration of the primary term of this lease, il this lease is maintained by production, the
royalties paid under this lease in no event shall be less than an amount equal to the total annual delay rental herein provided; otherwise, there shall be
due and payable on or before the last day of the month succeeding the anniversary date of this lease a sum equal to the total annual rental less the
amount of royalties paid during the preceding year. if Paragraph 3 of this lease does not specify a delay rental amount. then for the purposes of this
paragraph, the delay rental amount shall be one dollar ($1.00) per acre

6. ROYALTY IN KIND. Notwithstanding any other provision in this lease, at any time or from time to time, the cwner of the soil or the
(+ issioner of the G | Land Office may. at the option of either, upon not less than sixty (60) days notice to the heider of the lease, require thal the
payment of any royalties accruing to such royalty owner under this lease be made in kind. The owner of the soil's or the Commissioner of the General
Land Office’s right to take its royalty in kind shall not diminish or negate the owner of the soil's or the Corm of the G i Land Office’s rights
or Lessee’s obligations, whether express or implied, under this lease.

7. NO DEDUCTIONS. mnmsmlwmlwlmmummm(ndmangﬂnuplndmkm)shalbemm«!dﬁ@mhr
the cost of producing, gathenng, storing, separating, treating, dehyd g, comp g. pr ing, transporting. and otherwise making the oil, gas and
other products hereunder ready for sale or use mem:wmmmmmmmwmvmm including any reimbursements
for severance taxes and production related costs.

8. PLANT FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as may represent this lease’s proportionate share of any fuel
used lo process gas produced h der in any pr g plant. Notwithstanding any other provision of this lease, and subject to the written consent of
the owner of the soil and the Cor H of the General Land Office, Lessee may recycle gas for gas lift purposes on the ieased premises or for
injection into any oil or gas producing formation undertying the leased premises after the liquid hydrocarbons contained in the gas have been removed.
no royaltes shall be payable on the recycled gas until it is produced and sold or used by Lessee in a manner which enlities the royalty owners to a
royalty under this lease.

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

Payment of royalty on production of oil and gas shall be as provided in the rules set forth in the Texas Register. Rules currently provide that royalty on oil
Is due and must be recaived in the General Land Office on or before the 5th day of the second month succeeding the month of production, and royalty
on gas is due and must be received in the General Land Office on or before the 15th day of the second month succeeding the month of production,
accompanied by the affidavit of the owner. ger or other ized agent, completed in the form and manner prescribed by the General Land Office
and showing the gross amount and disposition of all oil and gas produced and the market vaiue of the oil and gas, together with a copy of all documents,
records of reporis confirming the gross production, disposition and market value including gas meter readings, pipeline receipts, gas line receipts and
other checks or memoranda of amount produced and put into pipelines, lanks, or pools and gas fines or gas storage, and any other reports or records
which the General Land Office may require to verify the gross production, disposition and market value. In all cases the authority of a manager or agent
to act for the Lessee harein must be filed in the General Land Office. Each royaly payment shall be acc by a check stub, schedule, summary
or other remittance advice g by the gned G | Land Office lease number the amount of royalty being paid on sach leasa if Lesssa pays
his royalty on or before thirty (30) days after the royalty payment was due, then Lessee owes a penalty of 5% on the royalty or $25.00, whichever is
greater. A royalty payment which is over thirty (30) days late shall accrue a penalty of 10% of the royalty due or $25.00 whichever is greater. In addition
to a penalty, royalties shall accrue interest at a rate of 12% per year; such interest will begin to accrue when the royalty is sty (60) days overdue.
Affidavits and supporting documents which are nol filed when due shall incur @ penalty in an amount set by the Genaral Land Office administrative rule
which is effective on the date when the affidavits or supporting documents were due. The Lessee shall bear all responsibilty for paying or causing
royalties to be paid as prescribed by the due date provided herein. Payment of the delinquency penaity shall in no way operate to prohibit the Stale’s
nght of forfeiture as provided by law nor act to postpone the date on which royalties were onginally due The above penally provisions shall not apply in
cases of titie dispute as 1o the State's portion of the royalty or to that portion of the royalty in dispute as to fair market value.

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually fumish the Commissi of the G | Land Office
wilh its best possible estimate of oil and gas reserves underlying this lease or aliocable to this lease and shall fumish saxd Commissioner with copies of
all contracts under which gas s sold or p d and all subsequent agreements and amendments to such contracts within thirty (30) days after
entering into or making such contracts, ag or Such contracts and agreements when received by the General Land Office shail be
held in confidence by the General Land Office unless nlhcrmu authorized by Lessee. All other contracts and records penaining to the production,
transportation, sale and marketing of the oil and gas produced on said p including the bocks and pts and discharges of all wells,
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lanks, pools, meters, and pipelines shall at all times be subject to inspection and examination by the Commissioner of the General Land Office, the
Attornay General, the Governor, or the representative of any of them.

(B) PERMITS, DRILLING RECORDS. Written notice of all operations on this lease shall be submitted to the C i of the General
Land Office by Lessee or operalor five (5) days before spud date, workover, re-entry, temporary abandonment or plug and abandonmant of any well o
wells. Such written notice to the General Land Office shall include copies of Railroad Commission forms for application to drill. Copies of well tests,
completion reports and plugging reports shall be supplied to the General Land Office al the time they are filed with the Texas Railroad Commission. All
applications, parmils, reports or other filings that reference this lease or any specihic weil on the leased premises and that are submitted to the Texas
Rairoad Commission or any other govemmental agency shall include the word “Stata” in the litle. Add iy, in 8 with Railroad C is
rules, any signage on the leased premises for the purpose of identifying wells, tank batteries or other associaled improvements 1o the land must also
include the word "State.” Lessee shall supply the General Land Office with any records, memoranda, accounts, reports, cuttings and cores, or other
information relative to the operation of tha 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 Lhe bore-hole section, from the base of the surface casing lo
the total depth of well, of all welis drilled on the above described premises and shall transmi a lrue copy of the log of each survey on each well to the
Ganeral Land Office within fifteen (15) days after the making of said survey

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

11. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. if. during the primary term hereof and prior lo discovery and
production of oil or gas on sakl land, Lessee should drill a dry hole or holes thereon, or if dunng the primary term hereof and after the discovery and
actual production of oil or gas from Ihe leased premises such production thereof should cease from any cause, this lease shall not terminate d on or
before the expiration of sixty (60) days from date of completion of said dry hole or cessation of production Lessee commences additional drilling or
reworking operations (hereon, or pays or tenders the next annual delay rental in the same manner as provided in this lease. If, during the last year of the
primary term or within sixty (60) days prior thersto, a dry hole be completed and abandoned, or the production of oil or gas should cease for any cause,
Lessee's rights shall remain in full force and effect without further op until the exp on of the primary term; and if Lessee has not resumed
production in paying quantities al the expiration of the primary term, Lessee may maintain this lease by conducting additional drilkng or reworking
operations pursuant to Paragraph 13, using the expiration of the primary term as the date of cessation of production under Paragraph 13. Should the first
well or any subsaquent well drilied on the above described land be completed as a shut-in oil or gas well within the primary term hereof, Lessee may
resume payment of the annual rental in the same manner as provided herein on or before the rental paying date foliowng the expiration of sixty (60)
days from the date of completion of such shut-in oil or gas well and upon the failure 1o make such payment, this lease shall ipso facto terminate. If at the
expiration of the primary tem or any time thereafter & shut-in od or gas well (s located on the leased premises, payments may be made in accordance
with the shut-in provisions hereof

12, DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. If, at the expiration of the primary term, neither oil nor gas is being
produced on said land, but Lessee is then engaged in drilling or reworking operations thereon, this lease shall remain in force so long as operations on
said well or for driling or reworking of any additional wells are prosecuted in good faith and in workmanlike manner withoul 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 o 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 lerm, production of oil or gas from the leased
promises, after once obtained, should cease from any cause, this lease shall not lerminate if Lessee commences additional drilling or reworking
operations within sixty (60) days after such cessation, and this lease shall remain in full force and effect for so long as such operations continue in good
faith and in workmanlike manner without interruptions totaling more than sixty (60) days. If such drilling or rewarking 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 l.n: I mn dnilling or rwonmg
operations result in the completion of a well as a dry hole, the lease will not terminate if the Lessee ces | drilling or
operations within sixty (60) days after the completion of the well as a dry hole. and this lease shall remain in effect 0 long as Lessee continues drilling or
reworking operations in good faith and in a workmanlike manner without interruptions totaling more than sixty (60) days. Lessee shall give writien notice
to the General Land Office within thirty (30) days of any cessation of production

14. SHUT-IN ROYALTIES. For purposes of this paragraph, “well” means any well that has been assigned a well number by the stale agency
having junsdiction over the production of oil and gas. If, at any tme after the expiration of the primary term of a lease that, until being shut in, was being
maintained in force and effect. a well capable of producing oil or gas in paying quantities s located on the leased premises, but oil or gas s not being
produced for lack of sutable production faciliies or lack of a suitable market, then Lessee may pay as a shut-in oil or gas royalty an amount equal lo
double the annual rental provided In the lease, but 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 no! 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 lerm, (2) 60 days after
the Lessee caases to produce oil or gas from the leased premises, or (3) 60 days after Lessee completes a drilling or reworking operation in accordance
with the lease provisions; whichever dale is latest. Such payment shall be made one-half (1/2) o the Commissioner of the General Land Office and one-
half (1/2) to the owner of the soil. If the shut-in oil or gas royalty is paid, the lease shall be dered to be a p g lease and the payment shall
extend the term of the lease for a period of one year from the end of the primary term, or from the first day of the month following the month in which
production ceased, and, after that, if no suitable production facilities or suitable market for the oil or gas exists, Lessee may extend the lease for four
mare successive periods of one (1) year by paying the same amount each year on or before the expiration of each shut-in year.

15. COMPENSATORY ROYALTIES. If, during the penod the lease is kept in effect by payment of the shut-in oil or gas royalty, oll or gas is
sokd and deli d in paying q from a well | d within one thousand (1,000) feet of the leased premises and completed in the same producing
resarvoir, of in any case in which drainage is occurring, the right to continue to maintain the lsase by paying the shut-in oil or gas royalty shall cease, but
the lease shall remain effective for the remainder of the year for which the royalty has been paid. The Lessee may maintain the lease for four more
successive years by Lessee paying compensatory royalty at the royalty rate provided in the lease of the market value of production from the well causing
the drainage or which is completed in the same producing reservoir and within one thousand (1.000) feet of the leased premises. The compensatory
royalty is to be paid monthly, one-half (1/2) to the Commissioner of the General Land Office and one-half (1/2) 1o the owner of the soil, beginning on or
before the last day of the month following the month in which the oil or gas is produced from the well causing the drainage or that is completed in the
same producing resarvoir and located within one thousand (1,000) feet of the leased premises. If the compensatory royalty paid in any 12-month perod
is an amount lass than the annual shut-in oil or gas royalty, Lessee shall pay an amount equal lo 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 | t in with Paragraph 9 of this
lease. None of these provisions will rebeve Lessee of the obligation of reasonable de '., nor the obligation to drill cffset wells as provided in
Texas Natural Resources Code 52.173. h . al the di ination of the C . and with the C: i er's writien app . the payment

of compensatory royalties can satisfy the obligation to drill offset wells.

16. RETAINED ACREAGE. Ni h g any provi of this lease to the contrary, after a well producing or capable of producing oil or
gas has been complated on the leased premises, Lessee shall exercise the diligence of a reasonably prudent operator in dnilling such additional well or
welis as may be reasonably necassary for the proper development of the leased premises and in marketing the production thereon.

{A) VERTICAL. In the event this lease is in force and effect two (2) years after the expiration date of the primary or extended term it shall then
terminate as o all of the leased premises, EXCEPT (1) 40 acres surrounding each oil well capable of producing in paying quantities and 320 acres
surrounding each gas well capable of producing in paying quantities (including a shut-in oil or gas well as provided in Paragraph 14 hereof), or a weil
upon which Lessee is then engaged In continuous dnlling or reworking operations, or (2) the number of acres included in a producing pooled unit
pursuant to Texas Natural Resources Code 52.151-52.154, or (3) such greater or lesser number of acres as may then be allocated for production
purposes to a proration unit for each such producing well under the rules and regulations of the Rairoad Commission of Texas, or any succassor
agency, or other govermnmental authority having jurisdiction If at any time after the effective date of the padial termination provisions hereof, the
applicable field rules are changed or the well or wells located th aer fied so that less ge is thersafier aliocated to said well or wells for
production purposes, this lease shall th as to all ge not th f ! d lo said well or wells for production purposes
Notwithstanding the termination of this lease as 1o a portion of the lands covered hereby. Lessee shall nevertheless continue to have the nght of ingress

o

o
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1o and egress from the lands still subject to this laase for all purposes described in Paragraph 1 hereof, together with easements and nghts-of-way for
existing roads, existing pipelines and other g facil on, over and across all the lands described in Paragraph 1 hereof (“the retained lands®), for
access to and from the retained lands and for the gathering or transportation of oil, gas and other minerals produced from the retained lands.

(B) HORIZONTAL. In the avent 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 lotal depth drilled (hereinafier *deeper depths”) in each well located on acreage retained in
Paragraph 16 (A) above, unless on or before two (2) years after the primary or extended term Lessee pays an amount equal to one-half (1/2) of the
bonus oniginally paid as consideration for this lease (as specified on page 1 hereol). If such amount is paid, this lease shall ba in force and effecdt as lo
such deeper depths, and said termi shall be delayed for an ad | period of two (2) years and so long thereafter as oil or gas is produced in
paying quantities from such deeper depihs covered by ihis lease.

(C) IDENTIFICATION AND FILING. The surface acreage relained hereunder as to each well shall, as nearly as praciical, be in the form of a
square with the well located in the conter thereof, or such other shape as may be approved by the Commissioner of Ih‘ G.nonl Lmd omu Within
thirty (30) days after partial termination of this lease as provided herein, Lessee shall execute and record a rak or tisfactory
legal descnption of the acreage and/or depths not retained hereunder The recorded release, or a certfied copy of same, shall be med m the General
Land Office, accompanied by the filing fee prescnbed by the General Land Office rules in effect on the date the release is filed. If Lessee fails or refuses
to execute and record such release or reieases within ninety (S0) days after being requested to do so by the General Land Office, then the
Commissioner al his sole discretion may designale by written instrument the acreage and/or depths to be released hereunder and record such
instrument at Lessee's expense in the county or counties where the lease is located and in the official records of the General Land Office and such
designation shall be binding upon Lessee for all purposes

17. OFFSET WELLS. Neither the bonus. delay rentals, nor royalties paid, of 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, recaiver or other agent in control of the leased
premises shall drill as many wells as the facts may justify and shall use appropriate means and drill to a depth necessary to prevent undue drainage of
oil and gas from the leased premises. In aadition, if oil and/or gas should be produced in commercial quantities within 1,000 feet of the leased premises,
or in any case where the leased premises is being drained by production of oil or gas, the Lessee, sublessee, recaiver or othér agent in control of the
leased premises shall in good faith begin the dnlling of a well or weils upon the leasaed premises within 100 days after the draining well or wells or the
woll or wells completed within 1,000 feel of the leased premises start producing in commarcial quantites and shall prosecute such drilling with diligence
Failure to satisfy the statutory offset obligation may subject this iease and the owner of the soil's agency rights to forfedure. Only upon the determination
of the Commissioner of the General Land Office and with his written approva! may the payment of compensatory royalty under applicable statutory
parameters satisfy the cbligation to drill an offset well or wells required under this paragraph

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

20. (A) PROPORTIONATE REDUCTION CLAUSE. Hf the owner of the soil owns less than the entire undivided surface estate in the above
described land, whether or not Lessee's interest 1s specified herein, then the royalties and rental herein provided to be paid 1o the owner of the soil shail
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 pad 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 representatve must submit 1o the Commussioner of the
General Land Office a written statement which explains the discrepancy between the interast purportedly leased under this [ease and the actual interest
owned by the owner of the soil. The Comr of the G | Land Office shall be paid the value of the whole production allocable to any undivided

Interest not covered by a lease, lass the proportionate development and production cost allocable to such undivided interest. However, in no event shall
the Commissicner of the General Land Offica recaive as a royalty on the gross production allocable to the ur d 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 s included within the boundanes
of a pooled unt thal has been approved by the School Land Board and the owner of the soil in accordance with Natural Resources Code Seclions
52.151-52 154, or if. al any time after the expiration of the primary term or the extended term, this lease covers a lasser number of acres than the total
amount descnbed herein, payments that are made on a per acre basis hereunder shall be reduced according to the number of acres pocled, releasad,
surrendered, or otherwise severad, s0 thal payments determined on a per acre basis under the terms of this lease during the primary term shail be
calculated based upon the number of acres outside the boundaries of a pooled unt, or, if after the expiration of the primary term, the number of acres
actually retained and covered by this lease.

21. USE OF WATER. Lesses shall have the right to use walsr produced on sald land necessary for operations under this lease excep! water
from wells or tanks of the owner of the soll; provided, however, Lessee shall not use potable water or water suttable for livestock or imgation purposes
for waterflood operations without the prior consent of the owner of the soil

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

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

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

25. POLLUTION. In developing this area, Lesses shall use the highest degree of care and all proper safeg to prevent poll Without
imiting the foregoing, poliution of coastal wetlands, natural waterways, rivers and impounded water shall be prevented by the use of containment
facilities sufficient 1o prevent spillage, seepage or ground water contamination. In the event of pollution, Lessee shall use all means at its disposal to
recaplure all escaped hydrocarbons or other poliutant and shaill be responsible for all damage to publ-c and prvate propertes. Lessee shall build and
maintain hneu around its slush. sump, and drainage pits and tank battenes so as to protect x againsl loss, damage or injury; and upon
comp or donment of any well or wells, Lessee shall fill and level all slush pits and cellars and completsly clean up the drilling site of all rubbish
thereon Lessee shall, while conducting operations on the leased premises, keep said premises free of all rubbish, cans, bottles, paper cups or garbage,
and upon completion of operations shall restore the surface of the land to as near its onginal condition and contours as is practicable. Tanks and
equipment will be kept painted and presentable.

26. REMOVAL OF EQUIPMENT. Subject lo limdations in this paragraph, Lessee shall have the nght to remove machinery and fixtures placed
by Lessee on the leased premuses, including the right to draw and remove casing, within one hundred twenty (120) days after the expiration or the
termination of this lease unless the owner of the soil grants Lessee an extension of this 120-day penod However, Lessee may not remove casing from
any well capable of producing oil and gas in paying quantities. Additionally, Lessee may nol draw and remove casing until after thirty (30) days written
notice to the Commissioner of the General Land Office and to the owner of the soil The owner of the soil shall become the owner of any machinery,
fixtures, or casing which are nol timely removed by Lessee under the terms of this paragraph
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27. (A) ASSIGNMENTS. Under the conditions contained In this paragraph and Paragraph 29 of this lease, the nghts and estates of either
party 1o this lease may be assigned, in whale or in part, and the provisions of this lease shall extend to and be binding upon their heirs, devisees, legal
ves, and assigns. However, a change or division in ownership of the land, rentals, or royalties will not enlarge the obligations of
Laun diminish the rights, privileges and estates of Lessee, impair the effectiveness of any payment made by Lessee or mpair the effectiveness of any
act périormed by Lessee. And no change or division in ownership of lha land, rentals, or royahties shall bind Lessee for any purpose until thirty (30) days
after the owner of the soil (or his heirs, devi legal ) furnish wmmm“umymnmumomam
mmmhvmcmdnglhonngnalmcotdodmunmdmwraamﬁedwpydm ginal) when the ged because of a
conveyance. A total or partial assignment of this lease shall, to the extent of the interest assigned, relieve and dud'mgo Lessee of all subsequent
obvligations under this lease. If this lease is assigned in its entirety as to only part of the acreage, the nght and option to pay rentals shall be apportioned
as batween the several owners ratably, according to the area of each. and failure by one or more of them to pay his share of the rental shall not affect
this lease on the part of the land upon which pro rata rentals are timely paid or tendered; however, if the assignor or assignee does not file a certified
copy of such assignment in the General Land Office before the next rental paying date, the entire lease shall terminate for failure to pay the entire rental
due under Paragraph 3. Every assignee shall succeed to all rights and be subject to all obligations, liabilities, and penalties owed (o the State by the
original lessee or any prior assignee of the lease, including any liabilities to the State for unpaid royalties.

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

part by assignment withoul the prior written | of the Comr 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 Cc i An assignment will be treated as if it were made ic the owner of the soil if the
assignee is’

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

(2) a corporation or subsidiary in which the owner of the soil is a principal stockholder or is an employee of such a corporation or subs«diary,
(3) a partnership in which the owner of the soil is a partner or is an employee of such a parinership,

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

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

(6) a fiduciary for the owner of the scil; including but not limited o a guardian, trustee, ftor, adm A , or conservator for the
owner of the soil; or

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

28. RELEASES. Under the condtions conlained in this paragraph and Paragraph 29, Lessee may at any tme execute and deliver to the
mrcl!hnmandpmofrocmiambmormhnumdngmypoﬂbnorponmadhb»ﬁmw and thereby surrender this lease as
to such portion or p . and be refieved of all subsequent dered. if any part of this lease is properly surrendered, the
uahyramlamund«lhulamahalberoduosdbjm-pmwdmmnmammmawmnmmmmmwwmm
immediately prior to such der, h , such rel will not relieve Lessee of any habilities which may have accrued under this lease pnor 1o the
surrender of such acreage.

29. FILING OF ASSIGNMENTS AND RELEASES. If all or any part of this lease is assigned or rek d, such assig of rek mus! be
recorded in the county where the land is situated, nndlhamuadmmmuawwmemmmmmﬂmwmmmmﬁdm
county in which the instrument is recorded, must be filed in the General Land Office within 90 days of the last ftion date panied by the
prescribed filing fee. If any such assignment is not so filed, the rights acquired under this lease shall be subject to forfeiture at the option of the
Commi ofthe G | Land Office

30. DISCLOSURE CLAUSE. All provisions pertaining to the lease of the above-described land have been included in ths instrument,
inciuding the statemant of the true consideration to be paid for the execution cf this lease and the rights and duties of the parties. Any coliateral
agreaments concaming the development of cil and gas from the leased premises which are not contained in this lease render this lease invalid.

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

32. FORFEITURE. If Lessee shall fail or refuse lo make the payment of any sum within thirty days after it becomes cue. or f Lessee or an
authorized agent should knowingly make any false retum or false report concerming production or drifling, or if Lessee shall fail or refuse to dnk 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 promuigated by the General Land Office, the School
Land Board, or the Railroad Commission, or if Lessee should refuse the proper authority access to the records pertaining to operations, or if Lessee or
an authorized agent should knowingly fail or refuse to give correct information to the proper authority, or knowingly fail or refuse to furnish the General
Land Office a correct log of any well, or if Lessee shall knowingly violata any of the malenal provisions of this lease, or if this lease is assigned and the
assignment is not filed in the General Land Office as required by law, the rights acquired under this lease shall be subject lo forfeiture by the
Commussioner, .ndhnshnﬂfwhlsamomnnuﬂbonw informed of the facts which authorize a forfeiture, and when forfeted the area shall again be

subject to lease under the terms of the Reli h t Act. H . nothing herein shall be construed as g the aut iC term of this
lease by operation of law or by reason of any special | arising h . Forfeit mybeuluueamlmnhmandwnghhuwm
reinstated before the righls of another intervene upon satsfactory tutmf‘ i of the G Land Office of future compliance with

the provisions of the law and of this lease and the rules and regulations that may be adopled relative hereto.

33. LIEN. In accordance with Texas Natural Resources Code 52136, the State shall have a first lien upon all oil and gas produced from the
area covered by this lease lo secure payment of all unpaid royalty and other sums of money thal may become due under this lease. By acceptance of
this lease, Lessee grants the Siate, in addition to the lien provided by Texas Natural Resources Code 52.136 and any other applicable statutory ben, an

al ben on and rity | in all leased minerals in and extracted from the leased premises, all proceeds which may accrue o
Letmnunmasmo!wchluudmonh whether such proceeds are held by Lessee or by a third party, and all fix on and imprc to the
leased premises used in connection with the production or processing of such leased minerals in order to secure the payment of all royalties or other
amounts due or lo become due under this lease and to secure payment of any damages cr loss that Lessor may suffer by reason of Lessee’s breach of
any covenant of condition of this lease, whether axpress or implied. This lien and security interest may be foreclosed with or without court proceedings in
Memnmrpmid.dmmoﬁlh1.cmn.noﬂhaTamBamneulndcmmcm Lessee agrees that the Commissoner may require Lessee to
execute and record such | as may be y necessary to acknowledge. lnldlnroorf-dmslnn Lessee herecy represents thal there
mmwmsmwunsmmﬁmﬂmh&uhums ctivities upon the above-di rty or from Lessee’s acquisition of this leass

Should the Commissioner at any time that this rep ion is not true, mnmmm;rmmmmm“pmw
herein

34. POOLING. Lesses is hereby granted the right to pool or unitize the royalty interest of the owner of the sail under this lease with any other
leasehold or mineral interest for the exploration, develop and production of oll or gas or sither of them upon the same terms as shall be approved
by the School Land Board and the C of the G | Land Office for the posling or unitizing of the interest of the State under this lease
pursuant to Texas Natural Resources Code 52.151-52 154. The owner of the soil agrees that the inciusion of this provision in this lease satsfies the
execution requirements stated in Texas Natural Resources Code 52 152

35. INDEMNITY. Lessee hereby reieases and discharges the State of Texas and the owner of the soil, their officers, employees, partners,
agents, s, subcor . guests, . and their respecti s and gns, of and from all and any actions and causes of action
of every nature, or olher harm, including environmental harm, for which recovery of damages is sought, including, but not imited to, all losses and
expensas which are caused by the activities of Lessee, its officers, employees, and agents arising out of, incidental to, or resulting from, the operations.
of or for Lessee on the leased premises hereunder, or that may arise out of or be occasioned by Lessee's breach of any of the terms or provisions of this
Agreement, or by any other negligent or strictly liable act or omission of Lessee. Further. Lessee hereby agrees to be liable for, exonerale, indemnify,
defend and hold harmiess the State of Texas and the owner of the soil, their officers, employees and agents, their successors or assigns, against any
and all claims, hiabiliies, losses, damages, actions, personal injury (including death), costs and expenses, or other hamm for which recovery of camages
is sought, under any theory including tort, contract, or strict liability, including attorneys’ fees and other legal expenses. including those reiated to
environmental hazards, on the leased premises or in any way related to Lessee's failure 1o comply with any and all environmental laws; those ansing
from or in any way related 1o Lessee’s operations or any other of Lessee’s activities on the leased premises; those ansing from Lessee's use of the
surface of the leased premises, and those that may anse out of or be occasioned by Lessee’s breach of any of the terms or provisions of this Agreement
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of any olbor act of embsion of Lesses, v dieciors, officars, I parinen, sgenls, soaledors. subsonwadion, guests, e, and thek
reapectiys BUCoessons aNd #341gAY. Esch awignee of U A.lm\l. of un Wnlereal (heroin, sgrees b De Babie for, axonerale, indematty, defend snd
hold harmissa 1ha Sisterol Touas end the ownar of (he sok, Thalk oMosrs, employees, and agenis in the same manne? provided sbave In conneciion win
the adiviles of Lasses, Ls officen, and agenls 35 deicred above. :.xcfn A3 OTHERWISE EXPRESSLY LUMITED HEREIN, ALL OF
THE INDEMNITY OBLIOATIONS ANDADR LIABIUTIES ABSUMED UNDER THE TERMS OF THIS AGREEMENT SHALL BE WITHDUT LIMITY AND
WITHOUT REQARD TO THE CAUSE OR CAUSEE THERFOF (EXGLUDING PREEXISTING CONDITIONS), STRICT LIABIUTY, OR THE
NEOUDENCE OF ANY PARTY OR PARTIES (INCLUOINO THE NEGLIGENCE OF THE INDEMNIFIED PARTY), WHETHER BUCH NEGUQENCE
BE SOLE, JOINT, CONCURRENT, ACTIVE, DR PASSIVE,

30. ENVIRONMENTAL HAZARDS. Lasses shall uas he Mghes degres of care and el rassonable 1afeguards (o prevenl conlaminaton or
polution of any envitanmenial mediam, incluging aol, surface waters, groundwiler, sediments, and surface o subsuriace sUals, amblen! alr or any
nhormumdum In, on, of undar, mhnmmwiqm-,mtummm Lessen shalf nol bving o peand Lo reemaln on

Ji oonlawing malare s, 8)piosvos, loxdc msedise. wmmslm-m-um hazardovs maledas,
humhnmbdm(nhm *Hauswdeus Sublancg” i defined in Lhe Compreh Compena sion and Linbétty Ad
{(:ERCLA} 42 U8.C. sm 9601, o 30q.), o7 loxie tubslances under any lederal, slale, o7 ook lw o regulation ("Harsrdous Maleraly’), aroepl

y producia  wed bn clon with ol and gaa expioralion and developrment operabons and alored In (he LSUS! Manne and quanided.
LESSEE'S VIOLATION OF THE FOREGOING rnou-mnn SHALL CONBTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND
LESBEE SHALL INDEMNIFY, HOLD HARMLESS AND DEFEND THE S8TATE OF TEXAS AND THE OWNER QF THE 80IL FROM AND AGAINET
ANY CLATME, DAMAGES, JUDOMENTS, PENALTIES, LIABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYA' FEES ANO COURT
COSTE) CAUSED BY OR ARIBING OUT OF (1) A VIOLATION OF THE FOREGOING PROHIRITION OR (2) THE PRESENCE, RELBASE, OR
DIGPOBAL OF ANY HAZARDOUS MATERIALS ON, UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OR
CONTROL OF THE LEASEC PREMISES. LESBEE EHALL CLEAN UP, REMOVE, REMEDY AND REPAMR ANY GOIL OR GROUNU WATER
CONYAMINATION ANO DAMAGE CAUSED BY THE PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER, OR 4BOUT
THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OF THE LEASED PREMIGES IN CONFORMANCE WITH THE REQUIAEMENTS OF
APPLICABLE LAWY, THIS INDEMNIFICATION AND ASSUMPTION SHALL APPLY, BUT 16 NOT LIMITED 7O, LIABILUITY FOR RESPONSE
ACTIONS UNDERTAKEN PURSUANT TO CERCLA DR ANY DTHER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IMMEDIATELY
GIVE THE TATE OF TEXAS AND THE OWNER OF THE SOIL WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THI3
PARAGRAPH, UPON LEARNING OP THE PREBENCE OF ANY HAZARDOUS MATRRUALS, OR UPON RECBIVING A NOTICE FROM ANY
GOVERNMENTAL AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PAEMISES. THE QBLIGATIONS
OF LESSEE NEREUNOER 8HALL SURVIVE THE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF THI3 AGREEMENT,

7. APPLICABLE LAW. Thia ieasa s saued under the prownsloné of Teass Nelwal Resources Code 52.171 Dwough 82 180, commanly
Manmmwm:mmwmumulmmmuuscmmMmhm
elaluton, Ova slaiuies wil pravall ovar sny b g woes p

M. EXECUTION. Thllullndqnmm!hohnﬁuﬂmuwmouuﬂhmubunl‘mmlh.wwl,nwm|M
in tha Ganers! Land Offics of the Siale of Texas. Onca (he fing require nd [n Faragraph 39 of Inke leaso kave beon satiafed, the sbiactive date
of Lhe lease shall be he dale fownd on Page 1.

19. LEASFE FILING. Puryuanl 1o Chapler B of e Texes Business und Commerce Code, Lhis lsaze mus! be Wed of recerd In Lhe ofos of e
Counly Cierk bn any counly In which ol or any perl of the seed premises b localed, and certiied copice Uheveo! must be fad In (e Ganaral Land
Offce. This lease I8 nol effective unill § cerlfed copy of this lease (which ls made 3nd cerifind by e County Clerk fom hia recorda) I3 Risd in i
Genoral Lind Office ln sccordence with Texss Newral Resowoas Codo 52.18). Addbonsiy, (his ase shal nol be bindiag upon the Slsle unimss &
reciea Lhe scual and Uue consideration pald o promiscd for emsavlon of (Ne leaze. The bonus dus Uhe Slate and Lhe presciibed Mling fee shall
sccompany auch cenfed copy lo e Goneral Land Offics,

e 4= FE-TH

STATE OF TEXAS

BY: Laslar Charies Woalhweibry, Jr.
Individually and as Agent for the 8lale of Taxas,

Date: 3,/t8,/|+
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STATEOF TEXAS - - (CORPORATION ACKNOWL EDGNENT)
COUNTY OF kA FICA =

BEFORE ME. Iha undersigned suthorty, on Uis day personaly appsared Wn D %

Mmhmﬂoulhmﬂusomhomdlnwmmmmmum%ﬂn‘h('}'
I DINEPT L 8ng scknowadged 10 me thil he eacded e purpoies snd cona ereton
Uharein cxpressed, In Lhe cepedty sisled, and & the ot and doed of swd corporalon.

e s my haad and 4o of o i | %d%

(* "H. CASEY HENDERSON DUNLAP W
0 Notary Public, Stote of Texos

* i My Commission Expires Kolsry ""““" '"‘"Tms

i
o
35t Ol
Eﬁ'akﬁf
R

October 31, 2016

(INDIVIDUAL ACHNOWYLEOGMENT)
COUNTY OF TARRANT

BEFORE ME, the vnderagned aulhodly o0 his day panoniXy sppeased Laster Charles Weatherby, Jr. ksgwm Lo me lo be L persons
whode Ramse ar subacibed 1o (he f ing Ingt L and scky gad 1o Mo el ey sxsculad (ke same for (he purposes #nd comideration
hersin wpisined.

Gorsn un e my haid and sl of office thie [he /5™ mu/ﬂlf?d 2014,

/D 54/[5'/
Noary Pubolosnd b _“H L 8] Taikeq”

P.

10/10

Inst No. 1404131
DIANNE O. 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 full, true and correct photographic copy of the
original record now in my lawful custody and possession, as the 79 lf‘

fi Ie¢ rded in the public records of my office, found in VOL.
PAGE £ 434 , THRU 2 (il OFFICIAL PUBLIC

ORD ¢ /04/2014

| hereby mmﬁg{)




ACADIAN LAND SERVICES LLC
DRAFT ONE ACCOUNT Check Number: D7064

TEXAS GENERAL LAND OFFICE 147125 Check Date:  May 6, 2014

Check Amount: g60.000.00
Item to be Paid - Description Amount Paid

7064

LEASE TAKEN F/B/O SWEPI LP-1/2 BONUS CONSIDERATION X 60,000.00

s

ACADIAN LAND SERVICES LLC Homefﬁ Bank —_——
DRAFT ONE ACCOUNT PO, Bax 81453 Protection by Busibess
101 W. FARREL RD. - BLDG. 1 Lafayette, LA 70550-1459
LAFAYETTE, LA 70508
PH. (337) 237-0069 %
DATE AMOUNT ;E
#8114 May 6, 2014 sennaerasngs0) 000.00 3
pay  Sixty Thousand and 00/100 Dollars :g‘
TO THE TEXAS GENERAL LAND OFFICE _VOID AFTER 90 DAYS 7 -
ORDER 1700 NORTH CONGRESS AVE e = % &
OF: ROOM 600 ;

AUSTIN, TX 78701-1495

2571 71064

#~ AUTHORIZED SIGNATURE

100 P0E Lue

| L5



ACADIAN LAND SERVICES, L.L.C. 31542

TEXAS GENERAL LAND OFFICE | 1 4 7 1 3 5 5 2 S Takn
; Check Date: -+ yun 5, 2014

Check Amount: $150.00

Item to be Paid - Description Amount Paid
- MISC - CHARGEBACKS X 150.00

k3

—— _ 7

14713555 o154z

ACADIAN LAND SERVICES, L.L.C. Homefg Bank .
OPERATING ACCOUNT PO. Box 81459 Pretechon ko Benemy
101 W. FARREL RD, BUILDING 1 AASSNE, tA MO A4

LAFAYETTE, LOUISIANA 70508

(337) 237-006% %

Jun5,2014  seesssssssmengq50,00 g

DATE AMOUNT g

One Hundred Fifty and 00/100 Dollars £

PAY ! s
ORDER TEXAS GENERAL LAND OFFICE v VOID AFTER 90 DAYS a
oF 1700 NORTH CONGRESS AVE 3 g g , —

ROOM 600
AUSTIN, TX 78701-1485

AEERELEIN -



i

ACADIAN LAND SERVICES-
June 9, 2014

Mineral Leasing Division
Texas General Land Office
Attn: Drew Reid

1700 North Congress Avenue
Room 600

Austin, Texas 78701-1495

RE: Oil and Gas Leases
Reeves County, Texas
Section 40, Block 58, PSL Survey

Dear Mr. Reid,

Enclosed please find a certified copy of the below listed Oil and Gas Leases on the above described lands along with
a check in the amount of $150.00 to cover the State’s filing fee. The State’s share of the bonus for these leases was
submitted to your office on May 20, 2014 via FedEx.

State of Texas — DeLa Minerals, Inc. W/2 of SE/4 (MF104778A)

State of Texas — ABH Baxter, LP SW/4 of NE/4 (MF 107619A)

State of Texas - Mark A. Chapman SW/4 of NE/4 (MF107619B)

State of Texas — Helen Carolyn Allen SE/4 of NE/4 (MF107769)

State of Texas — Laura Allen Quisenberry SE/4 of NE/4 (MF107769) D

State of Texas — Lester Charles Weatherby, Jr. SE/4 of SW/4 MF1045480 &L VNS - Yedqd

Please do not hesitate to call should you have any questions.
Sincerely,()
Mary Pelas

Enclosures

Acadian Land Services, L.L.C.
Lease Acquisitions * Seismic Permits ¢ Abstracting of Title = Mapping
101 W. Farrel Rd.-Bidg. 1 - 70508 Pnone 337.237.0068  Fax 337.233.3020

Post Dffice Box BD4B87 = Lafayette, LA 70598-0487 E-mail: contact@acadianiand.com
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GENERAL LAND OFFICE

JERRY PATTERSON, COMMISSIONER

TEXAS

July 25, 2014

Lindsay Turner

Shell Exploration

PO Box 576

Houston, Texas 77001

Re: State Lease MF 116495 RAL Lease dated August 30, 2012 recorded in V. 1074, P. 434,
covering 40 ac., Sec. 40, Blk. 58, PSL Survey, Reeves Co., TX,
Lester Weatherby, Jr., agent for State of TX, Lessor

Dear Ms. Turner:

The certified copy of the Relinquishment Act lease covering the above referenced tract has been approved
and filed in our records under Mineral File numbers MF-116495. Please refer to this lease number when
making payments to the State and in all future correspondence concerning the lease. Failure to
include the mineral file number may delay processing of any payments towards the lease.

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

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

The remittance of $60,000.00 has been applied to the State’s portion of the cash bonus. In addition, we are in
receipt of the filing and processing fees.

Sincerely yours,

Olbowio > CuT

Deborah A. Cantu

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

Stephen F. Austin Building * 1700 North Congress Avenue * Austin, Texas 78701-1495
Post Office Box 12873 * Austin, Texas 78711-2873
512-463-5001 « 800-998-4GLO

www.glo.state.o.us
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TEXAS GENERAL LAND OFFICE
GEORGE P. BUSH. COMMISSIONER

September 2, 2015
Certified USPS # 7011 1150 0001 2414 9766

COG Operating LLC
Attn: Traci Conner
One Concho Center
600 W. Illinois Avenue
Midland, Texas 79701

Re: Termination of State Lease Nos. MF116494, MF116495, MF116496, MF116497
Block 58 State 40-14 Well #1H / API No. 42-389-32449 / RRC Lease No. 243000
Comprised of: W/2 SE/4; SE/4 SW/4; SW/4 NE/4; and SE/4 NE/4, of Section 40, Block 58,
Public School Land Survey. Abstract Nos. 2664, 4167, and 4389, Reeves County, Texas,
covering those depths lying from the surface to 12,378 subsurface.

Dear Traci Conner,

The Texas General Land Office (GLO) has completed a review of the above captioned State
Leases comprising the Block 58 State 40-14 Well #1H of which COG Operating, LLC is the
current listed operator. The review of our internal records. along with production records
provided by the Texas Railroad Commission, indicated there was no production from the Block
58 State 40-14 Well #1 during the months of September and October 2013. Furthermore, the
respective mineral files do not contain documentation of any shut-in royalty payments or
reworking operations. As such, the GLO considers these State Leases terminated effective
November 1, 2013.

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

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

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

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

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



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

Best,

7 aan ;

Dustin Brian Oslick

Mineral Leasing, Energy Resources
512-475-0593
Dustin.Oslick{@glo.texas.gov
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