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AMMONITE OIL & GAS COMPANY
Commissioner, Texas General Land Office 6/27/2014
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State Lease Number
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For GLO Use Only

July 1, 2014
OIL AND GAS LEASE BID APPLICATION

APPLICANT I agree, if awarded a lease on the referenced tract, to comply with all terms
AGREEMENT and conditions of said lease and with all applicable laws that so govern said owe_
lease, and as those laws mgy be amended.

APPLICANT Name: [T#NAq
IDENTIFICATION .
TO APPEAR ON Address: & Sl

LEASE (type/print) City: AM ’,7521 State: / : Zin- 73 7& / g
Include +4 Code) «***®*
Telephone: (5/& ‘/ 7/'- 35 Q— ? o 2ees

AREA County(ies): Lﬂ(f"d? /XW? Survey/Area: /)fca; /er-f/("/
DESCRIPTION ¥ i (If Applicable)
Block/Tsp.: Section/Tract: ‘{ - C- Acres: 3 . OO

(If Applicable)

BID (A) Bonus Amount $ 0 . 00
P TH18TEER THOUSHA 17Ty DUAEs AND 1D CER/TS

(type/print above) 4

i il
(B) Sales Fee Amount (%) /95 ‘ 75

DUE Aunlbees JweafFive Poures v 15 enrs

(type/print above) 3

This Sales Fee is 12% of the cash bonus as provided in Section 32.110 of the
Natural Resources Code as amended.

MGL. NO. APPLICANT NAME BONUS AMOUNT ONLY (A)
(Do Not include sales fiea -/1

|7 HApmonste. O los g )3 050.00 s

(same as above)

STATE OF TEXAS

TAX L.D. #
SIGNATURE OF _ 4794+
AGENT 1/ <777 4 /’07

re) 4 ‘ //

f/A?m«, €JZWAV

(type/print name)
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Lease Form
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Austin, Texas

OIL AND GAS LEASE
NO. M-116702

WHEREAS, pursuant to the Texas Natural Resources Code Chapters 32, 33, 51, and Chapter 52, Subchapters A-D and H, (said Code being hereinafter referred to as N.R.C.), and subject to all
rules and regulations promulgated by the Commissioner of the General Land Office and/or the School Land Board pursuant thereto, and all other applicable statutes and amendments to said
N.R.C,, the following area, to-wit:

TRACT 4-C OF THE PECOS RIVER, LOVING AND REEVES COUNTIES, TEXAS, CONTAINING APPROXIMATELY 3 ACRES; TRACT 4-C 1S BOUND ONITS
UPSTREAM END BY A NORTHEASTERLY EXTENSION OF THE NORTHWEST LINE OF SECTION 4, BLOCK 2, A.H. BRYAN SURVEY, A-1186, REEVES COUNTY,
AND 1S BOUND ON ITS DOWNSTREAM END BY A NORTHEASTERLY EXTENSION OF THE SOUTHEAST LINE OF THE AFOREMENTIONED SURVEY,

was, after being duly advertised, offered for lease on the 1* day of July, 2014, at 10:00 o'clock a.m._, by the Commissioner of the General Land Office of the State of Texas and the School
Land Board of the State of Texas, for the sole and only purpose of prospecting and drilling for, and producing oil and/or gas that may be found and produced from the above described area, and

WHEREAS, after all bids and remittances which were received up to said time have been duly considered by the Commissioner of the General Land Office and the School Land Board at a
regular meeting thereof in the General Land Office, on the 1* day of July, 2014, hereinafter the "effective date" and it was found and determined that AMMONITE OIL & GAS CORP.
whose address is 515 CONGRESS AVENUE, SUITE 2450, AUSTIN, TEXAS 78701, had offered the highest and best bid for a lease of the area above described and is, therefore, entitled to
receive a lease thereon:

NOW, THEREFORE, [, Jerry E. Patterson, Commissioner of the General Land Office of the State of Texas, hereinafter sometimes referred to as "Lessor," whose address 1s Austin, Texas, by
virtue of the authority vested in me and in consideration of the payment by the hereinafter designated Lessee, the sum of Thirteen Thousand Fifty And 00/100 Dollars ($13,050.00), receipt
of which is hereby acknowledged and of the royalties, covenants, stipulations and conditions contained and hereby agreed 1o be paid, observed and performed by Lessee, do hereby demise,
grant, lease and let unto the above mentioned bidder the exclusive right to prospect for, produce and take il and/or gas from the aforesaid area upon the following terms and conditions, to-wit:

1. RESERVATION: There is hereby excepted and reserved to Lessor: the full use of the property covered hereby and all rights with respect to the surface and subsurface thereof for any
and all purposes except those granted, and to the extent herein granted to Lessee; the right to grant third parties seismic, geophysical and geological permits and to enter into other agreements
with third parties, which allow such third parties to conduct geophysical, geological or seismic surveys on, over, under, through and across the land covered herein during the term of this lease;
and the rights of ingress and egress and use of said lands by Lessor and its mineral lessees for purposes of exploring for and producing the minerals which are not covered, or which may not be
covered in the future, under the terms of this lease, but which may be located within the surface boundaries of the leased area. All of the rights in and to the leased premises retained by Lessor
and all of the rights in and to the leased premises granted to Lessee herein shall be exercised in such a manner that neither shall unduly interfere with the operations of the other.

2. TERM: Subject to the other provisions hereof, this lease shall be for a term of three (3) years from the effective date hereof (herein called "primary term”) and as long thereafter as oil or
gas is produced in paying quantities from said area.

3. DELAY RENTALS: If no well be commenced on the land hereby leased on or before the anniversary date of this lease, this lease shall terminate as to both parties unless the Lessee on
or before said date shall pay or tender to the Commissioner of the General Land Office of the State of Texas at Austin, Texas, the sum of Five Dollars (85.00), per acre, which shall operate as
rental and cover the privilege of deferring the commencement of a well for twelve (12) months from said date. In like manner and upon like payments or tenders the commencement of a well
may be further deferred for like periods of the same number of months successively during the primary term hereof.

4. PRODUCTION ROYALTIES: Upon production of oil and/or gas, the Lessee agrees to pay or cause to be paid to the Commissioner of the General Land Office in Austin, Texas, for
the use and benefit of the State of Texas, during the term hereof:

(A) OIL: As a royalty on oil, which is defined as including all hydrocarbons produced in a liquid form at the mouth of the well and also all condensate, distillate, and other liquid
hydrocarbons recovered from oil or gas run through a separator or other equipment, as hereinafter provided, 1/4 part of the gross production or the market value thereof, at the option of the
Lessor, such value to be determined by 1) the highest posted price, plus premium, if any, offered or paid for oil, condensate, distillate, or other liguid hydrocarbons, respectively, of a like type
and gravity in the general area where produced and when run, or 2) the highest market price thereof offered or paid in the general area where produced and when run, or 3) the gross proceeds
of the sale thereof, whichever is the greater. Lessee agrees that before any gas produced from the land hereby leased 1s sold, used or processed in a plant, it will be run free of cost to Lessor
through an adequate oil and gas separator of conventional type or other equipment at least as efficient to the end that all liquid hydrocarbons recoverable from the gas by such means will be
recovered. Upon written consent of Lessor, the requirement that such gas be run through such a separator or other equipment may be waived upon such terms and conditions as prescribed by
Lessor.

(B) NON-PROCESSED GAS: As a royalty on any gas (including flared gas), which is defined as all hydrocarbons and gaseous substances not defined as oil in subparagraph (A)
above, produced from any well on said land (except as provided herein with respect to gas processed in a plant for the extraction of gasoline, liquid hydrocarbons or other products) 1/4 part of
the gross production or the market value thereof, at the option of the Lessor, such value to be based on the highest market price paid or offered for gas of comparable quality in the general area
where produced and when run, or the gross price paid or offered to the producer, whichever is greater provided that the maximum pressure base in measuring the gas under this lease contract
shall not at any time exceed 14.65 pounds per square inch absolute, and the standard base temperature shall be sixty (60) degrees Fahrenheit, correction to be made for pressure according to
Boyle's Law, and for specific gravity according to test made by the Balance Method or by the most approved method of testing being used by the industry at the time of testing.



(C) PROCESSED GAS: As a royalty on any gas processed in a gasoline plant or other plant for the recovery of gasoline or other liquid hydrocarbons, 1/4 part of the residue gas and the
liquid hydrocarbons extracted or the market value thereof, at the option of the Lessor. All royalties due heremn shall be based on one hundred percent (100%) of the total plant production of
residue gas attributable to gas produced from this lease, and on fifty percent (50%) or that percent accruing 1o Lessee, whichever is the greater, of the total plant production of liquid
hydrocarbons, attributable to the gas produced from this lease; provided that if liquid hydrocarbons are recovered from gas processed in a plant in which Lessee (or its parent, subsidiary or
affiliate) owns an interest, then the percentage applicable to liquid hydrocarbons shall be fifty percent (50%) or the highest percent accruing to a third party processing gas through such plant
under a processing agreement negotiated at arms' length (or if there is no such third party, the highest percent then being specified in processing agreements or contracts in the industry), whichever
is the greater. The respective royalties on residue gas and on liquid hydrocarbons shall be determined by 1) the highest market price paid or offered for any gas (or liquid hydrocarbons) of
comparable quality in the general area or 2) the gross price paid or offered for such residue gas (or the weighted average gross selling price for the respective grades of liquid hydrocarbons),
whichever is the greater. In no event, however, shall the royalties payable under this paragraph be less than the royalties which would have been due had the gas not been processed.

(D) OTHER PRODUCTS: As a royalty on carbon black, sulphur or any other products produced or manufactured from gas (excepting liquid hydrocarbons) whether said gas be
"casinghead,” "dry" or any other gas, by fractionating, burning or any other processing, 1/4 part of gross production of such products, or the market value thereof, at the option of Lessor, such
market value 1o be determined as follows:

(1) On the basis of the highest market price of each product, during the same month in which such product is produced, or
(2) On the basis of the average gross sale price of each product for the same month in which such products are produced, whichever is the greater.

(E) NO DEDUCTIONS: Lessee agrees that all royalties aceruing to Lessor under this lease shall be without deduction for the cost of producing, transporting, and otherwise making the
oil, gas and other products produced hereunder ready for sale or use.

(F) ROYALTY IN KIND: Notwithstanding anything contained herein to the contrary, Lessor may, at its option, upon not less than 60 days notice 1o Lessee, require at any time or from
time to time that payment of all or any royalties accruing to Lessor under this lease be made in kind without deduction for the cost of producing, gathenng, storing, separating, treating,
dehydrating, compressing, processing, transporting and otherwise making the oil, gas and other products produced hereunder ready for sale or use. Lessor’s right to take its royalty in kind shall
not diminish or negate Lessor's rights or Lessee's obligations, whether express or implied, under this lease.

(G) PLANT FUEL AND RECYCLED GAS: No royalty shall be payable on any gas as may represent this lease’s proportionate share of any fuel used to process gas produced hereunder
in any processing plant. Notwithstanding anything contained herem to the contrary, and subject to the consent in writing of the Commissioner of the General Land Office, Lessee may recycle gas
for gas lift purposes on the leased premises after the liquid hydrocarbons contained in the gas have been removed, and no royalties shall be payable on the gas so recycled until such time as the
same may thereafier be produced and sold or used by Lessee in such manner as to entitle Lessor 1o a royalty thereon under the royalty provisions of this lease.

(H) MINIMUM ROYALTY: Durning any year after the expiration of the primary term of this lease, if this lease is maintained by production, the royalties paid to Lessor 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 Jease a sum equal to the total annual rental less the amount of royalties paid during the preceding year.

(I) MARGINAL PRODUCTION ROYALTY: Upon Lessee's written apphcation, the School Land Board may reduce the royalty rate set out in this paragraph and/or the minimum
royalty set out in subparagraph 4 (I) to extend the economic life of this lease and encourage recovery of oil or gas that might otherwise remain unrecovered. Any such royalty reduction must
conform to the requirements of any School Land Board administrative rules on this subject. Rovalty may not be reduced below the applicable statutory minimum.

5. ROYALTY PAYMENTS AND REPORTS: All royalties not taken in kind shall be paid to the Commissioner of the General Land Office at Austin, Texas, in the following manner:
Payment of royalty on production of oil and gas shall be as provided in the rules set forth in the Texas Register. Rules currently provide that royalty on oil is due and must be received in the
General Land Office on or before the 5th day of the second month succeeding the month of production, and rovalty on gas is due and must be received in the General Land Office on or before the
15th day of the second month succeeding the month of production, accompanied by the affidavit of the owner, manager or other authorized agent, completed in the form and manner prescribed by
the General Land Office and showing the gross amount and disposition of all oil and gas produced and the market value of the oil and gas, together with a copy of all documents, records or
reports confirming the gross production, disposition and market value including gas meter readings, pipeline receipts, gas line receipts and other checks or memoranda of amount produced and put
into pipelines, tanks, or pools and gas lines or gas storage, and any other reports or records which the General Land Office may require to verify the gross production, disposition and market
value. In all cases the authonty of a manager or agent to act for the Lessee herein must be filed in the General Land Office. Each royalty payment shall be accompanied by a check stub,
schedule, summary or other remittance advice showing by the assigned General Land Office lease number the amount of royalty being paid on each lease. 1f Lessee pays his royalty on or before
thirty (30) days after the royalty payment was due, then Lessee owes a penalty of 5% on the royalty or $25.00, whichever is greater. A royalty payment which is over thirty (30) days late shall
accrue a penalty of 10% of the royalty due or $25.00 whichever is greater. In addition to a penalty, royalties shall accrue interest at a rate of 12% per year; such interest will begin accruing when
the royalty is sixty (60) days overdue. Affidavits and supporting documents which are not filed when due shall incur a penalty in an amount set by the General Land Office administrative rule
which is effective on the date when the affidavits or supporting documents were due. The Lessee shall bear all responsibility for paying or causing royalties to be paid as prescribed by the due
date provided herein. Payment of the delinquency penalty shall in no way operate to prohibit the State’s right of forfeiture as provided by law nor act to postpone the date on which royalties were
onginally due. The above penalty provisions shall not apply in cases of title dispute as to the State's portion of the royalty or to that portion of the royalty in dispute as to fair market value.

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

(B) DRILLING RECORDS: Written notice of all operations on this lease shall be submitted to the Commissioner of the General Land Office by Lessee or operator five (5) days before
spud date, workover, re-entry, temporary abandonment or plug and abandonment of any well or wells. Such written notice to the General Land Office shall include copies of Railroad
Commission forms for application to drill. Copies of well tests, completion reports and plugging reports shall be supplied to the General Land Office at the time they are filed with the Texas
Railroad Commission. Lessee shall supply the General Land Office with any records, memoranda, accounts, reports, cuttings and cores, or other information relative to the operation of the
above-described premises, which may be requested by the General Land Office, in addition to those herein expressly provided for. Lessee shall have an electrical and/or radioactivity survey
made on the bore-hole section, from the base of the surface casing to the total depth of well, of all wells drilled on the above described premises and shall transmit a true copy of the log of each
survey on each well to the General Land Office within fifteen (15) days afier the making of said survey.

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



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

(A) VERTICAL: In the event this lease is in force and effect two (2) years after the expiration date of the prnimary or extended term it shall then terminate as to all of the leased premuses,
EXCEPT (1) 40 acres surrounding each o1l 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 11 hereof), or a well upon which Lessee is then engaged in continuous drilling or reworking operations, or (2) the number of acres included in a producing
pooled unit pursuant to Natural Resources Code Sections 52.151-52.153, or (3) such greater or lesser number of acres as may then be allocated for production purposes to a proration unit for
each such producing well under the rules and regulations of the Railroad Commission of Texas, or any successor agency, or other governmental authority having junisdiction. Within 90 days of a
partial termination of this lease in accordance with this subparagraph and upon payment of the minimum filing fee set by General Land Office rules in effect at the time of the partial termination,
Lessee shall have the nght to obtain a surface lease for ingress and egress on and across the terminated portion of the leased premises as may be reasonably necessary for the continued operation
of the portions of the lease remaiming in force and effect. If Lessee fails to apply for a surface lease within the 90 day penod specified above, Lessee may apply for a surface lease from the Land
Office, but the Land Commissioner has the discretion to grant or deny such application and 1o set the fee for such surface lease.

(B) HORIZONTAL: In the event this lease is in force and effect two (2) years after the expiration date of the primary or extended term it shall further terminate as to all depths below 100
feet below the total depth drilled (hereinafter "deeper depths”) in each well located on acreage retained in Paragraph 7 (A) above, unless on or before two (2) years after the primary or extended
term Lessee pays an amount equal to one-half (1/2) of the bonus originally paid as consideration for this lease (as specified on page 1 hereof). If such amount 1s 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) vears and so long thereafier as oil or gas is produced in paying quantities from such
deeper depths covered by this lease.

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

8. OFFSET WELLS: If oil and/or gas should be produced in commercial quantities from a well located on land privately owned or on State land leased at a lesser royalty, which well is
within one thousand (1,000) feet of the area included herein, or which well is draining the area covered by this lease, the Lessee shall, within sixty (60) days after such imitial production from the
draining well or the well located within one thousand (1,000) feet from the area covered by this lease begin in good faith and prosecute diligently the drilling of an offset well on the area covered
by this lease, and such offset well shall be drilled to such depth as may be necessary to prevent the undue drainage of the area covered by this lease, and the Lessee, manager or driller shall use all
means necessary in a good faith effort to make such offset well produce oil and/or gas in commercial quantities. Only upon the determination of the Commissioner and with his written approval,
may the payment of a compensatory royalty satisfy the obligation to drill an offset well or wells required under this Paragraph.

9. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM: If, during the prumary term hereof and prior to discovery and production of oil or gas on said land,
Lessee should drill a dry hole or holes thereon, or if during the primary term hereof and afier the discovery and actual production of oil or gas from the leased premises such production thereof
should cease from any cause, this lease shall not terminate if on or before the expiration of sixty (60) days from date of completion of said dry hole or cessation of production Lessee commences
additional drilling or reworking operations thereon, or pays or tenders the next annual delay rental in the same manner as provided in this lease. If, during the last year of the primary term or
within sixty (60) days prior thereto, a dry hole be completed and abandoned, or the production of oil or gas should cease for any cause, Lessee's rights shall remain in full force and effect without
further operations until the expiration of the primary term; and if Lessee has not resumed production in paying quantities at the expiration of the primary term, Lessee may maintain this lease by
conducting additional drilling or reworking operations pursuant to Paragraph 10, using the expiration of the pnmary term as the date of cessation of production under Paragraph 10. Should the
first well or any subsequent well drilled on the above described land be completed as a shut-in oil or gas well within the primary term hereof, Lessee may resume payment of the annual rental in
the same manner as provided herein on or before the rental paying date following the expiration of sixty (60) days from the date of completion of such shut-in oil or gas well and upon the failure
to make such payment, this lease shall ipso facto terminate. If at the expiration of the primary term or any time thereafter a shut-in oil or gas well is located on the leased premises payments may
be made in accordance with the shut-in provisions hereof.

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

11. SHUT-IN ROYALTIES: For purposes of this paragraph, "well" means any well that has been assigned a well number by the state agency having jurisdiction over the production of oil
and gas. If at any time after the expiration of the primary term of a lease that, until being shut in, was being maintained in force and effect, a well capable of producing oil or gas in paying
quantities is located on the leased premises, but oil or gas is not being produced for lack of suitable production facilities or lack of a suitable market, then Lessee may pay as a shut-in oil or gas
royalty an amount equal to double the annual rental provided in the lease, but not less than $1,200 a year for each well capable of producing oil or gas in paying quantitics. To be effective, cach
initial shut-in oil or gas royalty must be paid on or before: (1) the expiration of the pnimary term, (2) 60 days after the Lessee ceases to produce oil or gas from the leased premises, or (3) 60 days
after Lessee completes a drilling or reworking operation in accordance with the lease provisions; whichever date is latest. If the shut-in oil or gas royalty is paid, the lease shall be considered 1o
be a producing lease and the payment shall extend the term of the lease for a period of one year from the end of the pnmary term, or from the first day of the month following the month in which
production ceased, and, afier that, if no suitable production facilities or suitable market for the oil or gas exists, Lessee may extend the lease for four more successive periods of one (1) year by
paying the same amount each year on or before the expiration of each shut-in year.

12. COMPENSATORY ROYALTIES: If, during the period the lease is kept in effect by payment of the shut-in oil or gas royalty, oil or gas is sold and delivered in paying quantities from a
well located within one thousand (1,000) feet of the leased premises and completed in the same producing reservoir, or in any case in which drainage 1s occurring, the right to continue to maintain
the lease by paying the shut-in oil or gas royalty shall cease, but the lease shall remain effective for the remainder of the year for which the royalty has been paid. The Lessee may maintain the
lease for four more successive years by Lessee paying compensatory royalty at the royalty rate provided in the lease of the market value of production from the well causing the drainage or which
is completed in the same producing reservoir and within one thousand (1,000) feet of the leased premises. The compensatory royalty is to be paid monthly 1o the Commissioner beginning on or
before the last day of the month following the month in which the oil or gas is produced from the well causing the drainage or that is completed in the same producing reservoir and located within
one thousand (1,000) feet of the leased premises; if the comp y royalty paid in any 12-month penod is in an amount less than the annual shut-in oil or gas royalty, Lessee shall pay an
amount equal to the difference within thirty (30) days from the end of the 12-month period; and none of these provisions will relieve Lessee of the obligation of reasonable development nor the
obligation to dnll offset wells as provided in N.R.C. Section 52.034, however, at the determination of the Commissioner, and with the Commissioner’s written approval, the payment of
compensatory royalties shall satisfy the obligation to drill offset wells. Compensatory royalty payments which are not timely paid will accrue penalty and interest in accordance with Paragraph 5
of this lease.




13. EXTENSIONS: If, at the expiration of the pnmary term of this lease, production of oil or gas has not been obtained on the leased premises but drilling operations are being conducted
thereon in good faith and in a good and workmanlike manner, Lessee may, on or before the expiration of the primary term, file in the General Land Office written application to the Commissioner
of the General Land Office for a thirty (30) day extension of this lease, accompanied by payment of Three Thousand Dollars ($3,000.00) if this lease covers six hundred forty (640) acres or less
and Six Thousand Dollars ($6,000.00) if this lease covers more than six hundred forty (640) acres and the Commussioner shall, in writing, extend this lease for a thirty (30) day period from and
afier the expiration of the pnmary term and so long thereafter as oil or gas is produced in paying quantities; provided further, that Lessee may, so long as such drilling operations are being
conducted make like application and payment during any thirty (30) day extended period for an additional extension of thirty (30) days and, upon receipt of such application and payment, the
Commissioner shall, in writing, again extend this lease so that same shall remamn in force for such additional thirty (30) day period and so long thereafter as oil or gas is produced in paying
quantities, provided, however, that this lease shall not be extended for more than a total of three hundred ninety (390) days from and afier the expiration of the primary term unless production in
paying quantities has been obtained.

14. USE OF WATER; SURFACE: Lessee shall have the nght to use water produced on said land necessary for operations hereunder and solely upon the leased premises; provided,
however, Lessee shall not use potable water or water suitable for livestock or immigation purposes for water flood operations without the prior written consent of Lessor. Subject to its obligation to
pay surface damages, Lessee shall have the right to use so much of the surface of the land that may be reasonably necessary for drilling and operating wells and transporting and marketing the
production therefrom, such use to be conducted under conditions of least injury to the surface of the land. Lessee shall pay surface damages in an amount set by the General Land Office fee
schedule which is effective on the date when the activity requiring the payment of surface damages occurs.

15. POLLUTION: In developing this area, Lessee shall use the highest degree of care and all proper safeguards to prevent pollution. Without limiting the foregoing. pollution of coastal
wetlands, natural waterways, rivers and impounded water shall be prevented by the use of containment facilities sufficient to prevent spillage, seepage or ground water contamination. In the event
of pollution, Lessee shall use all means at its disposal to recapture all escaped hydrocarbons or other pollutant and shall be responsible for all damage to public and private properties.

(A) UPLANDS: Lessee shall build and maintain fences around its slush, sump, and drainage pits and tank battenes so as to protect livestock against loss, damage or injury; and upon
completion or abandonment of any well or wells, Lessee shall fill and level all slush pits and cellars and completely clean up the drilling site of all rubbish thereon.

(B) SUBMERGED LANDS: No discharge of solid waste or garbage shall be allowed into State waters from any drilling or support vessels, production platform, crew or supply boat,
barge, jack-up rig or other equipment located on the leased area. Solid waste shall include but shall not be limited to containers, equipment, rubbish, plastic, glass, and any other man-made non-
biodegradable items. A sign must be displayed in a high traffic area on all vessels and manned platforms stating, "Discharge of any solid waste or garbage into State Waters from vessels or
platforms is strictly prohibited and may subject a State of Texas lease to forfeiture.” Such statement shall be in lettering of at least 1" in size.

(C) RIVERS: To the extent necessary to prevent pollution, the provisions found in subsections (a) and (b) of this paragraph shall also apply to rivers and riverbeds.

(D) PENALTY: Failure to comply with the requirements of this provision may result in the maximum penalty allowed by law including forfeiture of the lease. Lessee shall be liable for
the damages caused by such failure and any costs and expenses incurred in cleaning areas affected by the discharged waste

16. IDENTIFICATION MARKERS: Lessee shall erect, at a distance not to exceed twenty-five (25) feet from each well on the premises covered by this lease, a legible sign on which shall
be stated the name of the operator, the lease designation and the well number. Where two or more wells on the same lease or where wells on two or more leases are connected to the same tank
battery, whether by individual flow line connections direct to the tank or tanks or by use of a multiple header system, each line between each well and such tank or header shall be legibly
identified at all times, either by a firmly attached tag or plate or an identification properly painted on such line at a distance not to exceed three (3) feet from such tank or header connection. Said
signs, tags, plates or other identification markers shall be maintained in a legible condition throughout the term of this lease.

17. ASSIGNMENTS: The lease may be transferred at any time; provided, however, that the liability of the transferor 1o properly discharge its obligation under the lease, including properly
plugging abandoned wells, removing platfonms or pipelines, or remediation of contamination at drill sites shall pass to the transferee upon the prior written consent of the Commussioner of the
General Land Office. The Commissioner may require the transferee to demonstrate financial responsibility and may require a bond or other security. All transfers must reference the lease by the
file number and must be recorded in the county where the area is located, and the recorded transfer or a copy certified to by the County Clerk of the county where the transfer is recorded must be
filed in the General Land Office within minety (90) days of the execution date, as provided by N.R.C. Section 52.026, accompanied by the filing fee prescribed by the General Land Office rules in
effect on the date of receipt by the General Land Office of such transfer or centified copy thereof. Every transferee shall succeed to all rights and be subject 1o all obligations, habilities, and
penalties owed 1o the State by the original lessee or any prior transferee of the lease, including any liabilities to the state for unpaid royalties,

18. RELEASES: Lessee may relinquish the nghts granted hereunder to the State at any time by recording the relinquishment in the county where this area is situated and filing the recorded
relinquishment or certified copy of same in the General Land Office within ninety (90) days after its execution accompanied by the filing fee prescribed by the General Land Office rules in effect
on the date of receipt by the General Land Office of such relinquishment or certified copy thereof. Such relinquishment will not have the effect of releasing Lessee from any liability theretofore
accrued in favor of the State.

19, LIEN: In accordance with N.R.C. Section 52.136, the State shall have a first lien upon all oil and gas produced from the area covered by this lease to secure payment of all unpaid royalty
and other sums of money that may become due under this lease. By acceptance of this lease, Lessee grants the State, in addition to the lien provided by N.R.C. Section 52.136 and any other
applicable statutory lien, an express contractual lien on and security interest in all leased minerals in and extracted from the leased premises, all proceeds which may accrue to Lessee from the sale
of such leased minerals, whether such proceeds are held by Lessee or by a third party, and all fixtures on and improvements to the leased premises used in connection with the production or
processing of such leased minerals in order to secure the payment of all royalties or other amounts due or to become due under this lease and to secure payment of any damages or loss that Lessor
may suffer by reason of Lessee's breach of any covenant or condition of this lease, whether express or implied. This lien and security interest may be foreclosed with or without court proceedings
in the manner provided in the Title 1, Chapter 9 of the Texas Business and Commerce Code. Lessee agrees that the Commissioner may require Lessee to execute and record such instruments as
may be reasonably necessary to acknowledge, attach or perfect this lien. Lessee hereby represents that there are no prior or superior hiens arising from and relating to Lessee's activities upon the
above-described property or from Lessee's acquisition of this lease. Should the Commissioner at any time determine that this representation is not true, then the Commissioner may declare this
lease forfeited as provided herein.

20, FORFEITURE: If Lessee shall fail or refuse to make the payment of any sum within thirty (30) days after it becomes due, or if Lessee or an authorized agent should knowingly make any
false retumn or false report conceming production or drilling, or if Lessee shall fail or refuse to drill any offset well or wells in good faith as required by law and the rules and regulations adopted
by the Commissioner of the General Land Office, or if Lessee should fail to file reports in the manner required by law or fail to comply with rules and regulations promulgated by the General
Land Office, the School Land Board, or the Railroad Commission, or refuse the proper authority aceess 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 authonity, or knowingly fail or refuse to furnish the General Land Office a correct log of any well, or if Lessee shall knowingly
violate any of the material provisions of this lease, or if this lease is assigned and the assignment is not filed in the General Land Office as required by law, the rights acquired under this lease shall
be subject to forfeiture by the Commissioner, and he shall forfeit same when sufficiently informed of the facts which authorize a forfeiture, and when forfeited the area shall again be subject to
lease to the highest bidder, under the same regulations conirolling the original sale of leases. However, nothing herein shall be construed as waiving the automatic termination of this lease by
operation of law or by reason of any special limitation ansing hereunder. Forfeitures may be set aside and this lease and all rights thereunder reinstated before the rights of another intervene upon
satisfactory evidence to the Commissioner of the General Land Office of future compliance with the provisions of the law and of this lease and the rules and regulations that may be adopted
relative hereto.

21. RIVERBED TRACTS: In the event this lease covers a riverbed, Lessee is hereby specifically granted the right of t domain and cond: ion as provided for in NR.C. Sections
§2.092-52.093, as a pan of the consideration moving to Lessor for the covenants herein made by Lessee.

22. APPLICABLE LAWS AND DRILLING RESTRICTIONS: This lease shall be subject to all rules and regulations, and amendments thereto, promulgated by the Commissioner of the
General Land Office goveming drilling and producing operations on Permanent Free School Land (specifically including any rules promulgated that relate to plans of operations), payment of



(o)

royalties, and auditing procedures, and shall be subject to all other valid statutes, rules, regulations, orders and ordinances that may affect operations under the provisions of this lease. Without
limiting the generality of the foregoing, Lessee hereby agrees, by the acceptance of this lease, to be bound by and subject to all statutory and regulatory provisions relating to the General Land
Office’s audit billing notice and audit hearings procedures. Said provisions are currently found at 31 Texas Administrative Code, Chapter 4, and Texas Natural Resources Code Sections 52.135
and 52.137 through 52.140. In the event thus lease covers land franchised or leased or otherwise used by a navigation district or by the United States for the purpose of navigation or other
purpose incident 1o the operation of a port, then Lessee shall not be entitled 10 enter or possess such land without prior approval as provided under Section 61.117 of the Texas Water Code, but
Lessee shall be entitied to develop such land for oil and gas by directional drilling; provided, however, that no surface dniling location may be nearer than 660 feet and special permission from the
Commussioner of the General Land Office is necessary 1o make any surface location nearer than 2,160 feet measured at night angles from the nearest bulkhead line or from the nearest dredged
bottom edge of any channel, slip, or tuming basin which has been authonized by the United States as a federal project for future construction, whichever is nearer.

23. REMOVAL OF EQUIPMENT: Upon the termination of this lease for any cause, Lessee shall not, in any event, be permitted to remove the casing or any part of the equipment from any
producing, dry, or abandoned well or wells without the wnitten consent of the Commissioner of the General Land Office or his authorized representative; nor shall Lessee, without the written
consent of said Commissioner or his authorized representative remove from the leased premises the casing or any other equipment, matenal, machinery, appliances or property owned by Lessee
and used by Lessee in the development and production of oil or gas therefrom until all dry or abandoned wells have been plugged and until all slush or refuse pits have been properly filled and all
broken or discarded lumber, machinery, or debns shall have been removed from the premises to the satisfaction of the said Commissioner or his authonzed represemative.

24. FORCE MAJEURE: Should Lessee be prevented from complying with any express or implied covenant of this lease, from conducting drilling operations thereon, or from producing oil
and/or gas therefrom, after effort made in good faith, by reason of war, rebellion, riots, strikes, fires, acts of God or any order, rule or regulation of governmental authority, then while so
prevented, Lessee's obligation to comply with such covenant shall be suspended upon proper and satisfactory proof presented to the Commissioner of the General Land Office in support of
Lessee's contention and Lessee shall not be liable for damages for failure to comply therewith (except in the event of lease operations suspended as provided in the rules and regulations adopted
by the School Land Board), and this lease shall be extended while and so long as Lessee is prevented, by any such cause, from drilling, reworking operations or producing oil and/or gas from the
leased premises; prowided, however, that nothing herein shall be construed to suspend the payment of rentals during the primary or extended term, nor to abridge Lessee's nght to a suspension
under any applicable statute of this State.

25. LEASE SECURITY: Lessee shall take the highest degree of care and all proper safeguards to protect said premises and to prevent thefi of oil, gas, and other hydrocarbons produced
from said lease. This includes, but is not limited to, the installation of all necessary equipment, seals, locks, or other appropriate protective devices on or at all access points at the lease's
production, gathering and storage systems where thefi of hydrocarbons can occur. Lessee shall be liable for the loss of any hydrocarbons resulting from theft and shall pay the State of Texas
royalties thereon as provided herein on all oil, gas or other hydrocarbons lost by reason of thefi.

26. REDUCTION OF PAYMENTS: If, during the primary term, a portion of the land covered by this lease is included within the boundaries of a pooled unit that has been approved by the
School Land Board in accordance with Natural Resources Code Sections 52.151-52.153, or if, at any time after the expiration of the primary term or the extended term, this lease covers a lesser
number of acres than the total amount described herein, payments that are made on a per acre basis hereunder shall be reduced according to the number of acres pooled, released, surrendered, or
otherwise severed, so that payments determined on a per acre basis under the terms of this lease during the primary term shall be calculated based upon the number of acres outside the boundaries
of a pooled unit, or, if after the expiration of the primary term, the number of acres actually retained and covered by this lease.

27. SUCCESSORS AND ASSIGNS: The covenants, conditions and agreements contained herein shall extend to and be binding upon the heirs, executors, administrators, successors or
assigns of Lessee herein,

28. ANTIQUITIES CODE: In the event that any feature of archeological or historical interest on Permanent School Fund Land is encountered during the activities authonzed by this lease,
Lessee will immediately cease activities and will immediately notify the General Land Office (ATTN. Archacologist, Asset Management Division, 1700 N. Congress Ave., Austin, Texas 78701)
and the Texas Historical Commission (P.O. Box 12276, Austin, TX 78711) so that adequate measures may be undertaken to protect or recover such discoveries or findings, as appropriate
Lessee is expressly placed on notice of the National Historical Preservation Act of 1966 (PB-89-66, 80 Statute 915; 16 US.C A, 470) and the Antiquities Code of Texas, Chapter 191, Tex. Nat.
Code Ann. (Vemnon 1993 & Supp. 1998) On state-owned land not dedicated to the Permanent School Fund, lessee shall notify the Texas Historical Commission before breaking ground at a
project location. An archaeological survey might be required by the commission before construction of the project can commence. Further, in the event that any site, object, location, artifact or
other feature of archaeological, scientific, educational, cultural or historic interest is encountered during the activities authorize by this lease, lessee will immediately notify lessor and the Texas
Historical Commission so that adequate measures may be undertaken to protect or recover such discoveries or findings, as appropriate.

29. VENUE: Lessor and lessee, including lessee's s and assigns, hereby agree that venue for any dispute arising out of a provision of this lease, whether express or implied,
regarding interpretation of this lease, or relating in any way to this lease or to applicable case law, statutes, or admimstrative rules, shall be in a court of competent junsdiction located in Travis
County, State of Texas.

30. LEASE FILING: Pursuant to Chapter 9 of the Tex. Bus. & Com. Code,this lease must be filed of record in the office of the County Clerk in any county in which all or any part of the
leased premises is located, and certified copies thereof must be filed in the General Land Office. The prescribed filing fee shall accompany the certified copies sent to the General Land Office

31. EXECUTION: This oil and gas lease must be signed and acknowledged by the Lessee before it is filed of record in the county records and in the General Land Office of the State of
Texas.

LESSEE

BY:

TITLE:

DATE:




IN TESTIMONY WHEREOF, witness the signature of the Commissioner of the General Land Office of the State of Texas under the seal of the General Land Office.

COMMISSIONER OF THE GENERAL LAND OFFICE
OF THE STATE OF TEXAS

APPROVED

Contents
Legal
DC

Exec

1]

STATE OF (CORPORATION ACKNOWLEDGMENT)

COUNTY OF

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

known to me to be the person whose name is subscribed to the foregoing i t, as, of

and acknowledged to me that he executed the same

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

Given under my hand and seal of office this the day of .20
Notary Public in and for
STATE OF (INDIVIDUAL ACKNOWLEDGMENT)
COUNTY OF

Before me, the undersigned authonty, on this day personally appeared

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

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

Notary Public in and for

.
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GENERAL LAND - OFFICE

JERRY PATTERSON, COMMISSIONER

TEXAS

August 20, 2014

Mr. William Osborn

Ammonite Oil & Gas Corp.

515 Congress Avenue, Suite 2450
Austin, Texas 78701

Dear Mr. Osborn:

Thank you for participating in the General Land Office Oil and Gas Lease Sale held on July 1, 2014.
| am pleased to inform you that Ammonite Oil & Gas Corp. was the high bidder on MGL. No. 129,
which has been assigned the lease number M-116702.

State Lease M-116702 is enclosed and serves as your receipt for your bid. This lease form must
be fully executed by the lessee, and then recorded in the County Clerk's office of the county or
counties in which lands covered by the lease are located. After signing and recording the lease,
please submit a certified copy of the recorded lease to the attention of the undersigned. These
requirements are material provisions of the lease; therefore, please return the certified copy at your
earliest convenience.

The lessee's other contractual and statutory responsibilities are outlined in the lease agreement,
such as Section 6(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
submit copies of these forms to the General Land Office, such as Forms W-1, Application to Drill;
W-2, Oil Well Completion Report and Log; G -1, Gas Well Completion Report and Log; W-3,
Plugging Record; G-5, Gas Well Classification Report; G-10, Gas Well Status Report; W-10, Ol
Well Status Report; W-12, Inclination Report; Electric Logs; Directional Surveys.

Please let me know if you have any questions or need any additional information.

Sincerely,

27

Robert B. Hatter, Director
Mineral Leasing Division

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

www.glo.state.tx.us
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AMMUNIIE UIL & GAS CUMPANY

Texas General Land Office

State Lease M116702-delay rental

HENTAL PAYMENT
0?42( w 3= 4z

@

Broadway Bank Chec State Lease M116702-delay rental

Iouvyo

11/4/2014
30.00
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BROADWAY NATIONAL BASIK 1 609
. blomgs;ﬁiﬁ}gmn AI 5 7 O 3 5 4 8 88-2193/1140
) * AMMONITE OIL & GAS COMPANY 605
515 CONGRESS AVE., STE. 2450

AUSTIN, TX 78701

11/4/2014
PAYTOTHE  Texas General Land Office | $ *30.00
ORDER OF
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Texas General Land Office
1700 Congress Avenue
Austin TX 78701

MEMO / )
State Lease M116702-delay rental Ly [l

AMMONITE OIL & GAS COMPANY 1609

Texas General Land Office 11/4/2014
; State Lease M116702-delay rental 30.00

Broadway Bank Chec State Lease M116702-delay rental 4\30.00
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OSBORN, GRIFFITH & HARGROVE
ATTORNEYS AT LAW
515 CONGRESS AVENUE, SUITE 2450
AUSTIN, TEXAS 7870l

WILLIAM S. OSBORN ELMER F. PATMAN
ANA MARIA MARSLAND-GRIFFITH Sla/476-3529 N:lQO?-(QAB'?J
Al 5
ROBERT G. HARGROVE 5|F2fc457!2-l;E3|0 PHILIP F. PATMAN
(1937-2008)
November 4, 2014 5 __#
sSeeene
L]
. .
st esae
L]
-
Robert Hatter
Director of Mineral Leasing
Texas General Land Office .:::':
1700 North Congress 8" Floor "
Austin, Texas 78701 -
L]
s e
L]

LA LY

Dear Mr. Hatter,

Herewith is a copy of Oil and Gas Lease M-116702 taken by Ammonite Oil & Gas
Corporation at the July 2014 State Lease Sale, showing the recording information.

Also enclosed please find Ammonite Check No. 1609 in the amount of $30.00, which
represents a payment of $5.00 per acre, for 3 acres covered by the lease, times two, covering
the delay rental payments for years two and three of the primary term, herewith prepaid.

Would someone on your staff be kind enough to sign and return to us a copy of this
letter, acknowledging receipt of the delay rental payment?

Respectfully submitted,

Receipt of $.32.4¢ Delay Rental for M- /¢ 725

Acknowledged b%j ?4’15 Lo
—
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Austin, Texas i

- .
tesseee
L]
OIL AND GAS LEASE :.o.
NO. M-116702 seee T

WHEREAS, pursuant to the Texas Natural Resources Code Chapters 32, 33, 51, and Chapter 52, Subchapters A-D and H, (said Code being hereinafier referred 1o as N_R.C.), and subject to all
rules and regulations promulgated by the Commissioner of the General Land Office and/or the School Land Board pursuant thereto, and all other applicable statutes and amendments to said EJ
N.R.C,, the following area, to-wit;

TRACT 4-C OF THE PECOS RIVER, LOVING AND REEVES COUNTIES, TEXAS, CONTAINING APPROXIMATELY 3 ACRES; TRACT 4-C 1S BOUND ON ITS
UPSTREAM END BY A NORTHEASTERLY EXTENSION OF THE NORTHWEST LINE OF SECTION 4, BLOCK 2, A.H. BRYAN SURVEY, A-1186, REEVES COUNTY,
AND IS BOUND ON ITS DOWNSTREAM END BY A NORTHEASTERLY EXTENSION OF THE SOUTHEAST LINE OF THE AFOREMENTIONED SURVEY,

was, after being duly advertised, offered for lease on the 1 day of July, 2014, at 10:00 o'clock a.m., by the Commissioner of the General Land Office of the State of Texas and the School
Land Board of the State of Texas, for the sole and only purpose of prospecting and drilling for, and producing oil and/or gas that may be found and produced from the above described area; and

WHEREAS, after all bids and remittances which were received up to said time have been duly considered by the Commissioner of the General Land Office and the School Land Board at a
regular meeting thereof in the General Land Office, on the 1* day of July, 2014, hereinafter the "effective date” and it was found and determined that AMMONITE OIL & GAS CORP.
whose address is 515 CONGRESS AVENUE, SUITE 2450, AUSTIN, TEXAS 78701, had ofiered the highest and best bid for a lease of the area above described and is, therefore, entitled to
receive a lease thereon:

"

Q

NOW, THEREFORE, I, Jerry E. Patterson, Commissioner of the General Land Office of the State of Texas, hereinafter sometimes referred to as "Lessor," whose address is Austin, Texas, by
virtue of the authority vested in me and in consideration of the payment by the hereinafter designated Lessee, the sum of Thirteen Thousand Fifty And 00/100 Dollars ($13,050.00), receipt
of which is hereby acknowledged and of the royalties, covenants, stipulations and conditions contained and hereby agreed to be paid, observed and performed by Lessee, do hereby demise,
grant, lease and let unto the above mentioned bidder the exclusive right to prospect for, produce and take oil and/or gas from the aforesaid area upon the following terms and conditions, to-wit: n

1. RESERVATION: There is hereby excepted and reserved to Lessor: the full use of the property covered hereby and all rights with respect to the surface and subsurface thereof for any -
and all purposes except those granted, and to the extent herein granted to Lessee; the right to grant third parties seismic, geophysical and geological permits and to enter into other agreements f
with third parties, which allow such third parties to conduct geophysical, geological or seismic surveys on, over, under, through and across the land covered herein during the term of this lease, 8
and the rights of ingress and egress and use of said lands by Lessor and its mineral lessees for purposes of exploring for and producing the minerals which are not covered, or which may not be

covered in the future, under the terms of this lease, but which may be located within the surface boundaries of the leased area. All of the rights in and to the leased premises retained by Lessor ¢¥
and all of the rights in and 1o the leased premises granted to Lessee herein shall be exercised in such a manner that neither shall unduly interfere with the operations of the other. o

2. TERM: Subject to the other provisions hereof, this lease shall be for a term of three (3) years from the effective date hereof (herein called "primary term”) and as long thereafter as oil or
gas is produced in paying quantities from said area.

3. DELAY RENTALS: If no well be commenced on the land hereby leased on or before the anniversary date of this lease, this lease shall terminate as to both parties unless the Lessee on
or before said date shall pay or tender to the Commissioner of the General Land Office of the State of Texas at Austin, Texas, the sum of Five Dollars (55.00), per acre, which shall operate as
rental and cover the privilege of deferring the commencement of a well for twelve (12) months from said date. In like manner and upon like payments or tenders the commencement of a well
may be further deferred for like periods of the same number of months successively during the primary term hereof.

4. PRODUCTION ROYALTIES: Upon production of oil and/or gas, the Lessee agrees to pay or cause to be paid to the Commissioner of the General Land Office in Austin, Texas, for
the use and benefit of the State of Texas, during the term hereof:

(A) OIL: As a royalty on oil, which is defined as including all hydrocarbons produced in a liquid form at the mouth of the well and also all condensate, distillate, and other liquid
hydrocarbons recovered from o1l or gas run through a separator or other equipment, as hereinafter provided, 1/4 part of the gross production or the market value thereof, at the option of the
Lessor, such value to be determined by 1) the highest posted price, plus premium, if any, offered or paid for oil, condensate, distillate, or other liquid hydrocarbons, respectively, of a like type
and gravity in the general area where produced and when run, or 2) the highest market price thereof offered or paid in the general area where produced and when run, or 3) the gross proceeds
of the sale thereof, whichever is the greater. Lessee agrees that before any gas produced from the land hereby leased is sold, used or processed in a plant, it will be run free of cost to Lessor
through an adequate oil and gas separator of conventional type or other equipment at least as efficient to the end that all liquid hydrocarbons recoverable from the gas by such means will be
recovered. Upon written consent of Lessor, the requirement that such gas be run through such a separator or other equipment may be waived upon such terms and conditions as prescribed by
Lessor

(B) NON-PROCESSED GAS: As a royalty on any gas (including flared gas), which is defined as all hydrocarbons and gaseous substances not defined as oil in subparagraph (A)
above, produced from any well on said land (except as provided herein with respect to gas processed in a plant for the extraction of gasoline, liquid hydrocarbons or other products) 1/4 part of
the gross production or the market valve thereof, at the option of the Lessor, such value to be based on the highest market price paid or offered for gas of comparable quality in the general area
where produced and when run, or the gross price paid or offered to the producer, whichever is greater provided that the maximum pressure base in measuring the gas under this lease contract
shall not at any time exceed 14.65 pounds per square inch absolute, and the standard base temperature shall be sixty (60) degrees Fahrenheit, correction to be made for pressure according to
Boyle's Law, and for specific gravity according to test made by the Balance Method or by the most approved method of testing being used by the industry at the time of testing

2014-2089 LM
10/27/2014 10:44:27 AN Pages: 8 Fee 50.00
District & County Clerk - Loving Counly

IR T2 L A



.:..Jt) PROCESSED GAS: As a royalty on any gas processed in a gasoline plant or other plant for the recovery of gasoline or other liquid hydrocarbons, 1/4 part of the residue gas and the
liquid Mvdrocarbons extracted or the market value thereof, at the option of the Lessor. All royalties due herein shall be based on one hundred percent (100%) of the total plant production of
sesidueegas attributable to gas produced from this lease, and on fifty percent (50%) or that percent accruing to Lessee, whichever is the greater, of the total plant production of liquid

| s, 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
atﬁliate) owns an interest, then the percentage applicable to liquid hydrocarbons shall be fifty percent (50%) or the highest percent accruing to a third party processing gas through such plant
under a processing agreement negotiated at arms’ length (or if there is no such third party, the highest percent then being specified in processing agreements or contracts in the industry), whichever
is the greater. The respective royalties on residue gas and on liquid hydrocarbons shall be determined by 1) the highest market price paid or offered for any gas (or liquid hydrocarbons) of
comparable quality in the general area or 2) the gross price paid or offered for such residue gas (or the weighted average gross selling price for the respective grades of liquid hydrocarbons),

.\dz‘d'm'.cr 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.

L] .o

o (D) OTHER PRODUCTS: As a royalty on carbon black, sulphur or any other products produced or manufactured from gas (excepting liquid hydrocarbons) whether said gas be

"casinghead," "dry" or any other gas, by fractionating, burning or any other processing, 1/4 part of gross production of such products, or the market value thereof, at the option of Lessor, such

sSukewslue (o be determined as follows:

L]

e e e &) On the basis of the highest market price of each product, during the same month in which such product is produced, or
o &8)0n 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.

(E) NO DEDUCTIONS: Lessee agrees that all rovalties accruing to Lessor under this lease shall be without deduction for the cost of producing, transporting, and otherwise making the
oil, gas and other products produced hereunder ready for sale or use.

(F) ROYALTY IN KIND: Notwithstanding anything contained herein to the contrary, Lessor may, at its option, upon not less than 60 days notice to Lessee, require at any time or from
time 1o time that payment of all or any royalties accruing to Lessor under this lease be made in kind without deduction for the cost of producing, gathering, storing, separating, treating,
dehydrating, compressing, processing, transporting and otherwise making the oil, gas and other products produced hereunder ready for sale or use. Lessor's right to take its royalty in kind shall
not diminish or negate Lessor’s nghts or Lessee's obligations, whether express or implied, under this lease.

(G) PLANT FUEL AND RECYCLED GAS: No royalty shall be payable on any gas as may represent this lease’s proportionate share of any fuel used to process gas produced hereunder
in any processing plant. Notwithstanding anything contained herein to the contrary, and subject to the consent in writing of the Commissioner of the General Land Office, Lessee may recycle gas
for gas lift purposes on the leased premises after the liquid hydrocarbons contained in the gas have been removed, and no royalties shall be payable on the gas so recycled until such time as the
same may thereafter be produced and sold or used by Lessee in such manner as to entitle Lessor to a royalty thereon under the royalty provisions of this lease.

(H) MINIMUM ROYALTY: During any year after the expiration of the primary term of this lease, if this lease is maintamed by production, the royalties paid to Lessor 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.

(I) MARGINAL PRODUCTION ROYALTY: Upon Lessee's written application, the School Land Board may reduce the royalty rate set out in this paragraph and/or the minimum
royalty set out in subparagraph 4 (1) to extend the economic life of this lease and encourage recovery of oil or gas that might otherwise remain unrecovered. Any such royalty reduction must
conform to the requirements of any School Land Board administrative rules on this subject. Royalty may not be reduced below the applicable statutory minimum.

5. ROYALTY PAYMENTS AND REPORTS: All royalties not taken in kind shall be paid to the Commissioner of the General Land Office at Austin, Texas, in the following manner:
Payment of royalty on production of oil and gas shall be as provided in the rules set forth in the Texas Register. Rules currently provide that royalty on oil is due and must be received in the
General Land Office on or before the 5th day of the second month succeeding the month of production, and royalty on gas is due and must be received in the General Land Office on or before the
15th day of the second month succeeding the month of production, accompanied by the affidavit of the owner, manager or other authorized agent, completed in the form and manner prescribed by
the General Land Office and showing the gross amount and disposition of all oil and gas produced and the market value of the oil and gas, together with a copy of all documents, records or
reports confirming the gross production, disposition and market value including gas meter readings, pipeline receipts, gas line receipts and other checks or memoranda of amount produced and put
into pipelines, tanks, or pools and gas lines or gas storage, and any other reports or records which the General Land Office may require to verify the gross production, disposition and market
value. In all cases the authority of a2 manager or agent 1o act for the Lessee herein must be filed in the General Land Office. Each royalty payment shall be accompanied by a check stub,
schedule, summary or other remittance advice showing by the assigned General Land Office lease number the amount of royalty being paid on each lease. If Lessee pays his royalty on or before
thirty (30) days after the royalty payment was due, then Lessee owes a penalty of 5% on the royalty or $25.00, whichever is greater. A royalty payment which is over thirty (30) days late shall
accrue a penalty of 10% of the royaity due or $25.00 whichever is greater. In addition to a penalty, royalties shall accrue interest at a rate of 12% per year; such interest will begin accruing when
the royalty is sixty (60) days overdue. Affidavits and supporting documents which are not filed when due shall incur a penalty i an amount set by the General Land Office administrative rule
which is effective on the date when the affidavits or supporting documents were due. The Lessee shall bear all responsibility for paying or causing royalties to be paid as prescribed by the due
date provided herein. Payment of the delinquency penalty shall in no way operate to prohibit the State's right of forfeiture as provided by law nor act to postpone the date on which royalties were
onginally due. The above penalty provisions shall not apply in cases of title dispute as to the State's portion of the royalty or to that portion of the royalty in dispute as to fair market value.

6. (A) RESERVES, CONTRACTS AND OTHER RECORDS: Lessee shall annually fumnish the Commissioner of the General Land Office with its best possible estimate of oil and gas
reserves underlying this lease or allocable 1o this lease and shall furnish said Commissioner with copies of all contracts under which gas is sold or processed and all subsequent agreements and
amendments to such contracts within thirty (30) days after entering into or making such contracts, agreements or amendments. Such contracts and agreements when received by the General Land
Office shall be held in confidence by the General Land Office unless otherwise authorized by Lessee. All other contracts and records pertaining to the production, transportation, sale and
marketing of the oil and gas produced on said premises, including the books and accounts, receipts and discharges of all wells, tanks, pools, meters, and pipelines shall at all times be subject to
inspection and examination by the Commissioner of the General Land Office, the Attorney General, the Governor, or the representative of any of them.

(B) DRILLING RECORDS: Written notice of all operations on this lease shall be submitted to the Commissioner of the General Land Office by Lessee or operator five (5) days before
spud date, workover, re-entry, temporary abandonment or plug and abandonment of any well or wells. Such written notice to the General Land Office shall include copies of Railroad
Commission forms for application to drill. Copies of well tests, completion reports and plugging reports shall be supplied to the General Land Office at the time they are filed with the Texas
Railroad Commission. Lessee shall supply the General Land Office with any records, memoranda, accounts, reports, cuttings and cores, or other information relative to the operation of the
above-described premises, which may be requested by the General Land Office, in addition to those herein expressly provided for. Lessee shall have an electrical and/or radioactivity survey
made on the bore-hole section, from the base of the surface casing to the total depth of well, of all wells drilled on the above described premises and shall transmit a true copy of the log of each
survey on each well to the General Land Office within fifteen (15) days afier the making of said survey.

(C) PENALTIES: Lessee shall incur a penalty whenever reports, documents or other materials are not filed in the General Land Office when due. The penalty for late filing shall be set
by the General Land Office administrative rule which is effective on the date when the materials were due in the General Land Office.
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7. RETAINED A€REAGE: Notwithstanding any provision of this lease to the contrary, after a well producing or capable of producing oil or gas has been completed on the leased premises,
Lessee shall exercise the diligence of a reasonably prudent operator in drilling such additional well or wells as may be reasonably necessary for the proper development of the leased premises and
in marketing the production thereon,

(A) VERTICAL: In the event this lease is in force and effect two (2) years after the expiration date of the primary or extended term it shall then terminate as to all of the leased premises,
EXCEPT (1) 40 acres surrounding each oil well capable of producing m paying quantities and 320 acres surrounding each gas well capable of producing in paying quantities (incluﬂinﬂ;w@g
oil or gas well as provided in Paragraph 11 hereof), or a well upon which Lessee is then engaged in continuous drilling or reworking operations, or (2) the number of acres included in a $roducing
pooled unit pursuant to Natural Resources Code Sections 52.151-52.153, or (3) such greater or lesser number of acres as may then be allocated for production purposes to a proratian unit §or
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. Within 9@ 8% dra
partial termination of this lease in accordance with this subparagraph and upon payment of the minimum filing fee set by General Land Office rules in effect at the time of the partial termination,
Lessee shall have the nght to obtain a surface lease for ingress and egress on and across the terminated portion of the leased premises as may be reasonably necessary for the continued operation
of the portions of the lease remaining in force and effect. If Lessee fails to apply for a surface lease within the 90 day period specified above, Lessee may apply for a surface lease from the Land V
Office, but the Land Commissioner has the discretion to grant or deny such application and to set the fee for such surface lease. O

LEXT]

(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 1o all depthshglp® lgo L
feet below the total depth drilled (hereinafter "deeper depths”) in each well located on acreage retained in Paragraph 7 (A) above, unless on or before two (2) vears after the primary or extended
term Lessee pays an amount equal to one-half (1/2) of the bonus onigmally paid as consideration for this lease (as specified on page 1 hereof). If such amount is paid, this lease shall be i 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 thereafier as oil or gas is produced in paying quantitie] §gg stph
deeper depths covered by this lease. .

ssee

(C) IDENTIFICATION AND FILING: The surface acreage retained hereunder as to each well shall, as nearly as practical, be in the form of a square with the well located g genter 1
thereof, or such other shape as may be approved by the School Land Board. Within thirty (30) days after partial termination of this lease as provided herein, Lessee shall execute and record a
release or releases containing a satisfactory legal description of the acreage and/or depths not retained hereunder. The recorded release, or a certified copy of same, shall be filed in the General 1
Land Office, accompanied by the filing fee prescribed by the General Land Office rules in effect on the date the release is filed. If Lessee fails or refuses to execute and record such release or 0
releases within ninety (90) days after being requested to do so by the General Land Office, then the Commussioner 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 4
designation shall be binding upon Lessee for all purposes. If at any time after the effective date of the partial termination provisions hereof, the applicable field rules are changed or the well or
wells located thereon are reclassified so that less acreage is thereafter allocated to said well or wells for production purposes, this lease shall thereupon terminate as to all acreage not thereafter
allocated to said well or wells for production purposes.

8. OFFSET WELLS: If oil and/or gas should be produced in commercial quantities from a well located on land privately owned or on State land leased at a lesser royalty, which well is
within one thousand (1,000) feet of the area included herein, or which well is draining the area covered by this lease, the Lessee shall, within sixty (60) days after such initial production from the
draming well or the well located within one thousand (1,000) feet from the area covered by this lease begin in good faith and prosecute diligently the drilling of an offset well on the area covered
by this lease, and such offset well shall be dnilled to such depth as may be necessary to prevent the undue drainage of the area covered by this lease, and the Lessee, manager or driller shall use all
means necessary in a good faith effort to make such offset well produce oil and/or gas in commercial quantities, Only upon the determination of the Commussioner and with his written approval, P
may the payment of a compensatory royalty satisfy the obligation to drill an offset well or wells required under this Paragraph,

9. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM: If, during the pnimary term hereof and prior to discovery and production of oil or gas on said land, G
Lessee should drill a dry hole or holes thereon, or if during the primary term hereof and after the discovery and actual production of oil or gas from the leased premises such production thereof
should cease from any cause, this lease shall not terminate if on or before the expiration of sixty (60) days from date of completion of said dry hole or cessation of production Lessee commences
additional dnlling or reworking operations thereon, or pays or tenders the next annual delay rental in the same manner as provided in this lease. If, during the last year of the primary term or
within sixty (60) days prior thereto, a dry hole be completed and abandoned, or the production of oil or gas should cease for any cause, Lessee's nghts shall remain in full force and effect without
further operations until the expiration of the pnimary term, and if Lessee has not resumed production in paying quantities at the expiration of the primary term, Lessee may maintain this lease by 0
conducting additional drilling or reworking operations pursuant to Paragraph 10, using the expiration of the primary tenm as the date of cessation of production under Paragraph 10. Should the
first well or any subsequent well drilled on the above described land be completed as a shut-in oil or gas well within the primary term hereof, Lessee may resume payment of the annual rental in 7
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 9
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.

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

11. SHUT-IN ROYALTIES: For purposes of this paragraph, "well" means any well that has been assigned a well number by the state agency having jurisdiction over the production of oil
and gas. If at any time after the expiration of the primary term of a lease that, until being shut in, was being maintained in force and effect, a well capable of producing oil or gas in paying
quantities 1s located on the leased premises, but oil or gas is not being produced for lack of suitable production facilities or lack of a suitable market, then Lessee may pay as a shut-in oil or gas
royalty an amount equal to double the annual rental provided in the lease, but not less than $1,200 a year for each well capable of producing oil or gas in paying quantities. To be effective, each
initial shut-in oil or gas royalty must be paid on or before: (1) the expiration of the pnmary term, (2) 60 days after the Lessee ceases to produce oil or gas from the leased premises, or (3) 60 days
after Lessee completes a drilling or reworking operation in accordance with the lease provisions; whichever date is latest. If the shut-in oil or gas royalty is paid, the lease shall be considered to
be a producing lease and the payment shall extend the term of the lease for a period of one year from the end of the primary term, or from the first day of the month following the month in which
production ceased, and, after that, if no suitable production facilities or suitable market for the oil or gas exists, Lessee may extend the lease for four more successive periods of one (1) year by
paying the same amount each year on or before the expiration of each shut-in year

12. COMPENSATORY ROYALTIES: If, during the period the lease is kept in effect by payment of the shut-in oil or gas royalty, oil or gas is sold and delivered in paying quantities from a
well located within one thousand (1,000) feet of the leased premises and completed in the same producing reservoir, or in any case in which drainage is occurring, the right to continue to maintain
the lease by paying the shut-in o1l or gas royalty shall cease, but the lease shall remain effective for the remainder of the year for which the royaity 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 to the Commissioner 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 dramage or that is completed in the same producing reservoir and located within
one thousand (1,000) feet of the leased premises; if the compensatory royalty paid in any 12-month period is in an amount less than the annual shut-in oil or gas royalty, Lessee shall pay an
amount equal to the difference within thirty (30) days from the end of the 12-month period; and none of these provisions will relieve Lessee of the obligation of reasonable development nor the
obligation to drill offset wells as provided in N.R.C. Section 52.034; however, at the determination of the Commissioner, and with the Commissioner's written approval, the payment of
compensatory royalties shall satisfy the obligation to drill offset wells. Compensatory royalty payments which are not timely paid will accrue penalty and interest in accordance with Paragraph 5
of this lease.



13. EXTENSIONS: If, at the expiration of the primary term of this lease, production of oil or gas has not been obtained on the leased premises but drilling operations are being conducted
thereon in good faith and in a good and workmanlike manner, Lessee may, on or before the expiration of the pnmary term, file in the General Land Office wnitten application to the Commissioner
of the General Land Office for a thirty (30) day extension of this lease, accompanied by payment of Three Thousand Dollars ($3,000.00) if this lease covers six hundred forty (640) acres or less
and Six Thousand Dollars ($6,000.00) 1f this lease covers more than six hundred forty (640) acres and the Commissioner shall, in writing, extend this lease for a thirty (30) day period from and
after the expiration of the pnmary term and so long thereafter as oil or gas is produced in paying quantities; provided further, that Lessee may, so long as such drilling operations are being

.::gwaed make like application and payment during any thirty (30) day extended period for an additional extension of thirty (30) days and, upon receipt of such application and payment, the
Commsssioner shall, in wniting, again extend this lease so that same shall remain in force for such additional thirty (30) day period and so long thereafter as oil or gas is produced in paying
#juanties; provided, however, that this lease shall not be extended for more than a total of three hundred ninety (390) days from and after the expiration of the primary term unless production in
® S Siuantities has been obtained.

®14. USE OF WATER; SURFACE: Lessee shall have the right to use water produced on said land necessary for operations hereunder and solely upon the leased premises; provided,
however, Lessee shall not use potable water or water suitable for livestock or irrigation purposes for water flood operations without the prior written consent of Lessor. Subject to its obligation to
pay surface damages, Lessee shall have the right to use so much of the surface of the land that may be reasonably necessary for drilling and operating wells and transporting and marketing the
wreduetion therefrom, such use to be conducted under conditions of least injury to the surface of the land. Lessee shall pay surface damages in an amount set by the General Land Office fee
:scﬂqigls which is effective on the date when the activity requiring the payment of surface damages occurs.

Y5. POLLUTION: In developing this area, Lessee shall use the highest degree of care and all proper safeguards to prevent pollution. Without limiting the foregoing, pollution of coastal
.\{Q}M natural waterways, rivers and impounded water shall be prevented by the use of contamment facilities sufficient to prevent spillage, seepage or ground water contamination. In the event
of pollufton, Lessce 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.
seee
.:W UPLANDS: Lessee shall build and maintain fences around its slush, sump, and drainage pits and tank batteries so as to protect livestock against loss, damage or injury, and upon
completion or abandonment of any well or wells, Lessee shall fill and level all slush pits and cellars and completely clean up the drilling site of all rubbish thereon.

(B) SUBMERGED LANDS: No discharge of solid waste or garbage shall be allowed into State waters from any drilling or support vessels, production platform, crew or supply boat,
barge, jack-up rig or other equipment located on the leased area. Solid waste shall include but shall not be limited to containers, equipment, rubbish, plastic, glass, and any other man-made non-
biodegradable items. A sign must be displayed in a high traffic area on all vessels and manned platforms stating, "Discharge of any solid waste or garbage into State Waters from vessels or
platforms is strictly prohibited and may subject a State of Texas lease to forfeiture.” Such statement shall be in lettering of at least 1" in size.

(C) RIVERS: To the extent necessary to prevent pollution, the provisions found in subsections (a) and (b) of this paragraph shall also apply to rivers and riverbeds.

(D) PENALTY: Failure to comply with the requirements of this provision may result in the maximum penalty allowed by law including forfeiture of the lease. Lessee shall be liable for
the damages caused by such failure and any costs and exp incurred in cl g areas affected by the discharged waste

16. IDENTIFICATION MARKERS: Lessee shall erect, at a distance not to exceed twenty-five (25) feet from each well on the premises covered by this lease, a legible sign on which shall
be stated the name of the operator, the lease designation and the well number, Where two or more wells on the same lease or where wells on two or more leases are connected to the same tank
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battery, whether by individual flow line connections direct to the tank or tanks or by use of a multiple header system, each line between each well and such tank or header shall be legibly P

identified at all times, either by a firmly attached tag or plate or an identification properly painted on such line at a distance not to exceed three (3) feet from such tank or header connection. Said
signs, tags, plates or other identification markers shall be maintamned in a legible condition throughout the term of this lease.

17. ASSIGNMENTS: The lease may be transferred at any time; provided, however, that the lability of the transferor to properly discharge its obligation under the lease, including properly
plugging abandoned wells, removing platforms or pipelines, or remediation of contamination at drill sites shall pass to the transferee upon the prior written consent of the Commussioner of the
General Land Office. The Comimissioner may require the transferee to demonstrate financial responsibility and may require a bond or other security. All transfers must reference the lease by the
file number and must be recorded in the county where the area is located, and the recorded transfer or a copy certified to by the County Clerk of the county where the transfer is recorded must be
filed in the General Land Office within ninety (90) days of the execution date, as provided by N.R.C. Section 52.026, accompanied by the filing fee prescribed by the General Land Office rules in

0

effect on the date of receipt by the General Land Office of such transfer or centified copy thereof Every transferee shall succeed to all nghts and be subject to all obligations, liabilities, and?

penalties owed to the State by the original lessee or any prior transferee of the lease, including any liabilities to the state for unpaid royaltes.

18. RELEASES: Lessee may relinquish the rights granted hereunder 1o the State at any time by recording the relinquishment in the county where this area is situated and filing the recorded
relinquishment or certified copy of same in the General Land Office within ninety (90) days after its execution accompanied by the filing fee prescribed by the General Land Office rules in effect
on the date of receipt by the General Land Office of such relinquishment or certified copy thereof. Such relinquishment will not have the effect of releasing Lessee from any liability theretofore
acerued in favor of the State.

19. LIEN: In accordance with N.R.C. Section 52.136, the State shall have a first lien upon all oil and gas produced from the area covered by this lease to secure payment of all unpaid royalty
and other sums of money that may become due under this lease. By acceptance of this lease, Lessee grants the State, in addition to the lien provided by N.R.C. Section 52.136 and any other
applicable statutory lien, an express contractual lien on and security interest in all leased minerals in and extracted from the leased premises, all proceeds which may accrue to Lessee from the sale
of such leased minerals, whether such proceeds are held by Lessee or by a third party, and all fixtures on and improvements to the leased premises used in connection with the production or
processing of such leased minerals in order to secure the payment of all royalties or other amounts due or to become due under this lease and to secure payment of any damages or loss that Lessor
may suffer by reason of Lessee's breach of any covenant or condition of this lease, whether express or implied. This lien and secunty interest may be foreclosed with or without court proceedings
in the manner provided in the Title 1, Chapter 9 of the Texas Business and Commerce Code. Lessee agrees that the Commissioner may require Lessee to execute and record such instruments as
may be reasonably necessary to acknowledge, attach or perfect this lien. Lessee hereby represents that there are no prior or superior liens arising from and relating to Lessee's activities upon the
above-described property or from Lessee's acquisition of this lease. Should the Commissioner at any time determine that this representation is not true, then the Commissioner may declare this
lease forfeited as provided herein.

20. FORFEITURE: If Lessee shall fail or refuse to make the payment of any sum within thirty (30) days after it becomes due, or if Lessee or an authorized agent should knowingly make any
false return or false report concerning production or drilling, or if Lessee shall fail or refuse to drill any offset well or wells in good faith as required by law and the rules and regulations adopted
by the Commissioner of the General Land Office, or if Lessee should fail 1o 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 refuse the proper authority access to the records pertamning to operations, or if Lessee or an authorized agent should
knowingly fail or refuse to give correct information to the proper authority, or knowingly fail or refuse to furnish the General Land Office a correct log of any well, or if Lessee shall knowingly
violate any of the matenial provisions of this lease, or if this lease is assigned and the assignment is not filed in the General Land Office as required by law, the rights acquired under this lease shall
be subject to forfeiture by the Commissioner, and he shall forfeit same when sufficiently informed of the facts which authonze a forfeiture, and when forfeited the area shall again be subject to
lease to the highest bidder, under the same regulations controlling the origial sale of leases. However, nothing herein shall be construed as waiving the automatic termination of this lease by
operation of law or by reason of any special limitation arising hereunder. Forfeitures may be set aside and this lease and all rights thereunder reinstated before the rights of another intervene upon
satisfactory evidence to the Commissioner of the General Land Office of future compliance with the provisions of the law and of this lease and the rules and regulations that may be adopted
relative hereto.

21, RIVERBED TRACTS: In the event this lease covers a riverbed, Lessee is hereby specifically granted the right of eminent domain and condemnation as provided for in N.R.C. Sections
52.092-52.093, as a part of the consideration moving to Lessor for the covenants herein made by Lessee.

22. APPLICABLE LAWS AND DRILLING RESTRICTIONS: This lease shall be subject to all rules and regulations, and amendments thereto, promulgated by the Commissioner of the
General Land Office governing dnilling and producing operations on Permanent Free School Land (specifically including any rules promulgated that relate to plans of operations), payment of
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royalties, and auditing<procedures, and shall be subject 10 all other valid statutes, rules, regulations, orders and ordinances that may affect operations under the provisions of this lease. Without
limiting the generality of the foregoing, Lessee hereby agrees, by the acceptance of this lease, to be bound by and subject to all statutory and regulatory provisions relating to the General Land
Office's audit billing notice and audit hearings procedures. Said provisions are currently found at 31 Texas Administrative Code, Chapter 4, and Texas Natural Resources Code Sections 52.135
and 52.137 through 52.140. In the event this lease covers land franchised or leased or otherwise used by a navigation district or by the United States for the purpose of navigation or other
purpose incident to the operation of a port, then Lessee shall not be entitled to enter or possess such land without prior approval as provided under Section 61.117 of the Texas Water Code, but
Lessee shall be entitled to develop such land for oil and gas by directional drilling: provided, however, that no surface drilling location may be nearer than 660 feet and special pcrmissingmg
Commissioner of the General Land Office is necessary to make any surface location nearer than 2,160 feet measured at right angles from the nearest bulkhead line or from the neares gc§
bottom edge of any channel, slip, or turning basin which has been authonized by the United States as a federal project for future construction, whichever is nearer. . .
ssesee

23. REMOVAL OF EQUIPMENT: Upon the termination of this lease for any cause, Lessee shall not, in any event, be permitted to remove the casing or any pant of the equipmcn? from any
producing, dry, or abandoned well or wells without the written consent of the Commissioner of the General Land Office or his authonzed representative; nor shall Lessee, without the wiitten
consent of said Commissioner or his authorized representative remove from the leased premises the casing or any other equipment, matenial, machinery, appliances or property owned by Lessee
and used by Lessee in the development and production of oil or gas therefrom until all dry or abandoned wells have been plugged and until all slush or refuse pits have been properly filled and all
broken or discarded lumber, machinery, or debnis shall have been removed from the premises to the satisfaction of the said Commissioner or his authorized representative esee

* oo

24. FORCE MAJEURE: Should Lessee be prevented from complying with any express or implied covenant of this lease, from conducting drilling operations thereon, or from prod.u:mg il
and/or gas therefrom, after effort made in good faith, by reason of war, rebellion, riots, strikes, fires, acts of God or any order, rule or regulation of governmental authority, then whle so
prevented, Lessee's obligation to comply with such covenant shall be suspended upon proper and satisfactory proof presented to the Commissioner of the General Land Office :wg? f
Lessee's contention and Lessee shall not be liable for damages for failure to comply therewith (except in the event of lease operations suspended as provided in the rules and regulatisns adopted
by the School Land Board), and this lease shall be extended while and so long as Lessee is prevented, by any such cause, from dnlling, reworking operations or producing oil and/or gas Ggg e
leased premises; provided, however, that nothing herein shall be construed to suspend the payment of rentals during the primary or extended term, nor to abnidge Lessee's right 1o gpsydgnsion 4
under any applicable statute of this State. 1

o<

25. LEASE SECURITY: Lessee shall take the highest degree of care and all proper safeguards to protect said premises and to prevent theft of oil, gas, and other hydrocarbons produced 1
from said lease. This includes, but is not limited to, the installation of all necessary equipment, seals, locks, or other appropriate protective devices on or at all access points at the lease's {]
production, gathering and storage systems where theft of hydrocarbons can occur. Lessee shall be liable for the loss of any hydrocarbons resulting from theft and shall pay the State of Texas
royalties thereon as provided herein on all oil, gas or other hydrocarbons lost by reason of theft. 4_

26. REDUCTION OF PAYMENTS: If, during the primary term, a portion of the land covered by this lease is included within the boundaries of a pooled unit that has been approved by the
School Land Board in accordance with Natural Resources Code Sections 52.151-52.153, 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 | der shall be reduced according to the number of acres pooled, released, surrendered, or
otherwise severed, so that payments determined on a per acre basis under the terms of this lease during the primary term shall be calculated based upon the number of acres outside the boundaries
of a pooled unit, or, if after the expiration of the primary term, the number of acres actually retained and covered by this lease.

27. SUCCESSORS AND ASSIGNS: The covenants, conditions and agreements contained herein shall extend to and be binding upon the heirs, executors, administrators, successors or
assigns of Lessee herem. p

28. ANTIQUITIES CODE: In the event that any feature of archeological or historical interest on Permanent School Fund Land is encountered during the activities authonized by this lease, G
Lessee will immediately cease activities and will immediately notify the General Land Office (ATTN. Archaeologist, Asset Management Division, 1700 N. Congress Ave., Austin, Texas 78701)
and the Texas Historical Commission (P.O. Box 12276, Austin, TX 78711) so that adequate measures may be undertaken to protect or recover such discoveries or findings, as appropriate.
Lessee is expressly placed on notice of the National Historical Preservation Act of 1966 (PB-89-66, 80 Statute 915, 16 U.S.C.A. 470) and the Antiquities Code of Texas, Chapter 191, Tex. Nat.
Code Ann. (Vernon 1993 & Supp. 1998). On state-owned land not dedicated to the Permanent School Fund, lessee shall notify the Texas Historical Commission before breaking ground at a
project location. An archaeological survey might be required by the commission before construction of the project can commence. Further, in the event that any site, object, location, artifact or
other feature of archaeological, scientific, educational, cultural or historic interest is encountered during the activities authonize by this lease, lessee will immediately notify lessor and the Texas
Histoncal Commission so that adequate measures may be undertaken to protect or recover such discovenes or findings, as appropnate

29, VENUE: Lessor and lessee, including lessee's successors and assigns, hereby agree that venue for any dispute anising out of a provision of this lease, whether express or implied, 9
regarding interpretation of this lease, or relating in any way to this lease or to applicable case law, statutes, or admimistrative rules, shall be 1n a court of competent junisdiction located in Travis ?
County, State of Texas. .

30. LEASE FILING: Pursuant to Chapter 9 of the Tex. Bus. & Com. Code,this lease must be filed of record in the office of the County Clerk in any county in which all or any part of the
leased premises is located, and certified copies thereof must be filed in the General Land Office. The prescribed filing fee shall accompany the certified copies sent to the General Land Office

31. EXECUTION: This oil and gas lease must be signed and acknowledged by the Lessee before it is filed of record in the county records and in the General Land Office of the State of
Texas.




IN TESTIMONY WHEREOF, witness the signature of the Commissioner of the General Land Office of the State of der the seal of the General Land Office.

- . . -
etssee
. ISSTIONER (JF THE GENERAL LAND OFFICE
. . STATE OF TEXAS
.oooo:
- APPROVED,
Contents
Legal
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o TEYAS
og’d:"fli OF = j (CORPORATION ACKNOWLEDGMENT)
BEFORE ME, the undersigned authority, on this day personally appeared /df / / { M %WA/
AN

knopmn to me to be the person whose name 1s subscribed to the foregoing instrument, £ {&Z 5t éi@ /[ of
9/ Té D_IL . % M and acknowledged to me that he executed the same

for the purposes and consideration therein expressed, in the capaclg:);' W!d as the act and degd of said gorporation

sense
COUNTY OF

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

f | /'

Notary Public in and for

ﬁ.
3
z

ib

5 NOTARY PUBLIC
. State of Texas
Comm. Exp. 06/12/2015 }

vYVY

STATE OF (INDIVIDUAL ACKNOWLEDGMENT)

COUNTY OF

Before me, the undersigned authority, on this day personally appeared

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

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

Notary Public in and for

@
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[, Mozelle Carr, Clerk of the County Court, in and for said County, do hereby certify that the within
instrument in writing, dated 07/01/2014 with its certification of authentication, was filed in my office
10/27/2014 at 10:44 AM and recorded 10/27/2014 in the OFFICIAL PUBLIC RECORDS of Loving County, :

Texas with Instrument Number 2014-2089. Witness my Hand and Seal of Said Court, at office in Mentone, 2®°¢¢s
Texas, on date and year last above written. .
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MOZELLE CARR, County Clerk
Loving County Texas

- URROWS, Deputy County Clerk
Loving County Texas
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OSBORN, GRIFFITH & HARGROVE
ATTORNEYS AT LAW
515 CONGRESS AVENUE, SUITE 2450
AUSTIN, TEXAS 7870l

WILLIAM S. OSBORN ELMER F. PATMAN
ANA MARIA MARSLAND-GRIFFITH 512/476-3529 (1907-1987)
ROBERT G. HARGROVE FACSIMILES

PHILIP F. PATMAN

512/476-8310
(1937-2005)

May 10, 2016

Andrew M. Taylor
Assistant General Counsel
Apache Corporation
2000 Post Oak Blvd

Suite 100

Houston, TX 77056

Re:  Units Proposed Pursuant to Mineral Interest Pooling Act
Blue Jay Unit 101H (API 301-32802)
Blue Jay Unit 102H (API 301-32803)
Blue Jay Unit 103H (API 301-32804)
Phantom (Wolfcamp) Field
Loving County, Texas

Dear Mr, Taylor:

Ammonite Oil & Gas Corporation (“Ammonite”) holds State Lease M-116702 on a portion of
the Pecos River. Ammonite proposes to Apache Corporation (‘Apache”) and to all other working
and royalty interest owners in the proposed units described herein, the formation of three voluntary
pooled units. Making reference to a plat for the existing well 103H on the unit, copy attached as
Exhibit “A”, Ammonite proposes that Apache contribute to each unit 160.66 acres, more or less, as

described below.
Proposed Blue Jay State Unit 101H

Acreage to be contributed by Apache: 106.66 acres, more or less, being approximately the
westernmost 1/3 of the 320 acre “Blue Jay Unit” shown on the attached exhibit “A”, more

specifically described as follows:

Bound on the west by the western boundary of the H.&T.C. Railroad Company
Survey Block 33, Section 89, A-12; bound on the south by the north boundary of
the Pecos River; bound on the east by a line exactly between and parallel to the
permitted wellbore paths for the Apache Blue Jay 101H and 102H paths (from
FTP to LTP); and bound on the north by the existing northern boundary for the
Apache “Blue Jay Unit".

Acreage to be contributed by Ammonite: that portion of the Pecos riverbed directly adjacent to the
southern boundary of the Apache tract mentioned above, being 1 acre, more or less, being the
westernmost acre of State Lease M-116702,



Pr sed Blue Jay State Unit 102H

Acreage to be contributed by Apache: 106.66 acres, more or less, being approximately the central
1/3™ of the 320 acre “Blue Jay Unit” shown on the attached exhibit "A”, more specifically described
as follows:

Bound on the west by a line exactly between and parallel to the permitted paths
(from FTP to LTP) of the Apache Blue Jay 101H and 102H; bound on the south
by the north boundary of the Pecos River; bound on the east by a line exactly
between and parallel to the permitted wellbore paths (from FTP to LTP) of the
Apache Blue Jay 102H and 103H; and bound on the north by the existing
northern boundary for the Apache “Blue Jay Unit”.

Acreage to be contributed by Ammonite: that portion of the Pecos riverbed directly adjacent to the
southern boundary of the Apache tract described above, being 1 acre, more or less, being the
central most acre of State Lease M-116702.

Proposed Blue Jay State Unit 103H

Acreage to be contributed by Apache: 106.66 acres, more or less, being approximately the
easternmost 1/3 of the 320 acre “Blue Jay Unit” shown on the attached exhibit “A”, more
specifically described as follows:

Bound on the west by a line located exactly between and parallel to the
permitted wellbore paths (from FTP to LTP) for the Blue Jay 102H and 103H;
bound on the south by the north boundary of the Pecos River; bound on the east
by the existing eastern boundary of the H.&T.C. Railroad Company Survey Block
33, Section 89, A-12; and bound on the north by the existing northern boundary
of the Apache “Blue Jay Unit”.

Acreage to be contributed by Ammonite: that portion of the Pecos riverbed directly adjacent to the
southern boundary of the Apache tract described above, being 1 acre, more or less, being the
easternmost acre of State Lease M-116702.

All in Loving County, Texas, resulting in three units each being 107.66 acres in size, more or less.

Ammonite proposes that Apache operate the unit well in each case, and that the pooled
units be limited to the depth interval correlative with the field of completion for each unit well.

Ammonite proposes that production from the pooled units be allocated on the basis of each
owner's Net Pro Rata Share of surface acreage within the unit, and that the working interest
owners therein share in the cost of drilling, operation, rework and plugging of the well thereon
based on each working interest owner's Net Pro Rata Share of acreage contributed to the unit.
Ammeonite would have its share of that cost taken out of its share of production from and after the
effective date of the pooled unit, (proposed as June 1, 2016) plus a ten per cent (10%) risk penality
or such greater penalty as may be prescribed by the Railroad Commission if an MIPA case should
have to be adjudicated before that agency.

If the acreage to which reference has been made is currently subject to a Joint Operating
Agreement (JOA), please provide a copy to us for review by Ammonite, as we would anticipate



ratification thereof. If no such JOA currently exists, please advise and Ammonite will propose
adoption of the most recent AAPL standard form (1989 version) for same. In either case,
Ammonite stands ready and willing to enter into a JOA that would be fair and reasonable to all
parties based on accepted industry standards for prudent operators. Notwithstanding the
foregoing, however, neither an acceptable JOA nor this offer shall contain any of the following
provisions:

(1) The preferential right of the operator to purchase mineral interests in the unit;
(2) A call on or option to purchase production from the unit;

(3) Operating charges which include any part of district or central expense other
than reasonable overhead charges; and

(4) Prohibition against non-operators questioning operation of the unit.

Ammonite considers that the formation of three pooled units in accordance with the
foregoing provisions will be fair and reasonable to all affected mineral interest owners. But in the
event that any of those to whom this voluntary offer to pool is extended choose not to accept it,
Ammonite may elect to commence forced pooling proceedings with the Railroad Commission
pursuant to the Mineral Interest Pooling Act, Section 102, Texas Natural Resources Code (MIPA),
to compel formation of the proposed pooled units in accordance with this offer. If we do not have a
response from Apache within fifteen days, we will assume that it rejects the proposal. However,
we desire to make it clear that there is a willingness on Ammonite's part to consider alternative

proposals for resolution of this matter.

We provide to you as Exhibit “B" with a copy of the lease that Ammonite has acquired from
the General Land Office concerning the riverbed acreage. Exhibit “C” is a Drillinginfo map and
Exhibit ‘D" is a satellite image of the area, for additional context. A settlement of any kind, if
desired, will require approval from the GLO. For such reason, we copy it on this submission, and
ask that you include Mr. Hatter as a cc on any formal reply. We have settled more than 100 State
riverbed well cases in the last five years and are completely open to suggestions, however will
here mention that Apache is one of our most problematic operators. We have 33 Apache wells on
our riverbed lease offset tracking list (which is available for your review, if desired). Finally, we ask
if you would provide us with a list of the names and addresses of the working and royalty interest
owners in the units as currently proposed to the Railroad Commission by Ammonite, in order that
we may furnish them a copy of this offer letter. Alternatively, perhaps Apache would rather
communicate the offer directly to them.

y submitted,

illiam Osborn, President
Ammonite Oil & Gas Corp.

(o c} Robert Hatter
Director of Mineral Leasing
Texas General Land Office
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BEFORE ME, the undersigned avthonty, on tins day personally appeared
HES DV T

knivAn 10 ne 1o be the person whinse name is subsenbed 1o the fetepmng msimsnens,

for the purposes and consideration thercim expressed, ot thy {.1:!.“5 stated, gnd as the act and deyd of said gorporation,
_J e day of ﬂ%& A J

Given under my hand and seal of office tins the

ases
COUNTY OF

am! acknowledyed 10 me that he exceited the same

GFLR,  KELLEY PERAIN |
¥y NOTARY FUBLIC ¢ Notanry Public i auid for = - e

Siate of Taxas
%7 Comm Exp 06/12/2015 - - -

(INDIVIDU AL ACKNOWLEDGMENT)

STATE OF T —

COUNTY OF o

Before me. the undersigned authionty on tis day personally appeared

known to me o be the persons whose names are subsenbed to the foregomy mstrument, and acknowledpeil (o me that they executed the
same for the purpases and cunsideration theren expressed

Given under my band and sesl of nffice thus the _ day of -



[, Mozelle Carr, Clerk of the County Court, in and for said County, do hereby certily that the within

instrument in writing, dated 07/01/2014 with its certification of authentication, was filed in my office
10/27/2014 at 10:44 AM and recorded 10/27/2014 in the OFFICIAL PUBLIC RECORDS of Loving County, : .
(LT Y

Texas with Instrument Number 2014-2089. Witness my Hand and Seal of Said Court, at office in Mentone,

Texas, on date and year last above written.

MOZELLE CARR, County Clerk :
Loving County Texas
WL o
SN
. Deputy County Clerk

STINBURROWS
Loving County Texas
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October 17, 2016

Patricia Kaiser

Docket Services

Railroad Commission of Texas
Post Office Box 12967

Austin, Texas 78711

Re:  Proposed Apache Bluelay Units
Loving County, Texas

Dear Ms. Kaiser,

Ammonite Oil & Gas Corporation requests a hearing on its application for relief under
the Mineral Interest Pooling Act for the formation of three pooled units for the Apache Blue Jay
101H, 102H and 103H Wells in the Phantom (Wolfcamp) Field, Loving County, Texas, each unit
to be 107.66 acres with particulars as more fully shown in the offer letter, copy of which is
submitted herewith for the hearing file. We ask that you set the hearing at least 60 days out,
and that we be allowed to review a draft of the Notice of Hearing before it is circulated. Parties

for notice are as shown below.

William Osborn, for
Ammonite Qil & Gas Corp.

(o Andrew M. Taylor
Assistant General Counsel
Apache Corporation
2000 Post Oak Blvd. Suite 100
Houston, Texas 77056

Robert Hatter

Director of Mineral Leasing
Texas General Land Office
1700 North Congress 8" Floor
Austin, Texas 78701



OSBORN, GRIFFITH & HARGROVE
ATTORNEYS AT LAW
SIS CONGRESS AVENUE, SUITE 2450

AUSTIN, TEXAS 7870I
ELMER F. PATMAN

WILLIAM 5. OSBORN
ANA MARIA MARSLAND-GRIFEITH S12/476-3829 (1907-1987
ROBERT G. HARGROVE FaoaIMiLe e =
S S e TE HILIP F. PATMAN
(1937-2008)
May 10, 2016

Andrew M. Taylor
Assistant General Counsel
Apache Corporation
2000 Post Qak Blvd

Suite 100

Houston, TX 77056

Re  Units Proposed Pursuant to Mineral Interest Pooling Act
Blue Jay Unit 101H (API 301-32802)
Blue Jay Unit 102H (API 301-32803)
Blue Jay Unit 103H (API 301-32804)
Phantom (Wolfcamp) Field
Loving County, Texas

Dear Mr. Taylor:

Ammonite QOil & Gas Corporation (“Ammonite”) holds State Lease M-116702 on a portion of
the Pecos River. Ammonite proposes to Apache Corporation (‘Apache”) and to all other working
and royalty interest owners in the proposed units described herein, the formation of three voluntary
pooled units. Making reference to a plat for the existing well 103H on the unit, copy attached as
Exhibit “A", Ammonite proposes that Apache contribute to each unit 160.66 acres, more or less, as

described below.

Proposed Blue Jay State Unit 101H

Acreage to be contributed by Apache: 106.66 acres, more or less, being approximately the
westernmost 1/3™ of the 320 acre “Blue Jay Unit” shown on the attached exhibit “"A”, more

specifically described as follows:

Bound on the west by the western boundary of the H.&T.C. Railroad Company
Survey Block 33, Section 89, A-12; bound on the south by the north boundary of
the Pecos River; bound on the east by a line exactly between and parallel to the
permitted wellbore paths for the Apache Blue Jay 101H and 102H paths (from
FTP to LTP); and bound on the north by the existing northern boundary for the

Apache "Blue Jay Unit".

Acreage to be contributed by Ammonite: that portion of the Pecos riverbed directly adjacent to the
southern boundary of the Apache tract mentioned above, being 1 acre, more or less, being the

westernmost acre of State Lease M-116702.



Proposed Blue Jay State Unit 102H

Acreage to be contributed by Apache: 106.66 acres, more or less, being approximately the central
1/3" of the 320 acre “Blue Jay Unit” shown on the attached exhibit “A”, more specifically described

as follows:

Bound on the west by a line exactly between and parallel to the permitted paths
(from FTP to LTP) of the Apache Blue Jay 101H and 102H; bound on the south
by the north boundary of the Pecos River; bound on the east by a line exactly
between and parallel to the permitted wellbore paths (from FTP to LTP) of the
Apache Blue Jay 102H and 103H; and bound on the north by the existing
northern boundary for the Apache “Blue Jay Unit”.

Acreage to be contributed by Ammonite: that portion of the Pecos riverbed directly adjacent to the
southern boundary of the Apache tract described above, being 1 acre, more or less, being the
central most acre of State Lease M-116702.

Proposed Blue Jay State Unit 103H

Acreage to be contributed by Apache: 106.66 acres, more or less, being approximately the
easternmost 1/3™ of the 320 acre “Blue Jay Unit” shown on the attached exhibit “A” more

specifically described as follows:

Bound on the west by a line located exactly between and parallel to the
permitted wellbore paths (from FTP to LTP) for the Blue Jay 102H and 103H;
bound on the south by the north boundary of the Pecos River; bound on the east
by the existing eastern boundary of the H.&T.C. Railroad Company Survey Block
33, Section 89, A-12; and bound on the north by the existing northern boundary

of the Apache “Blue Jay Unit”,

Acreage to be contributed by Ammonite: that portion of the Pecos riverbed directly adjacent to the
southern boundary of the Apache tract described above, being 1 acre, more or less, being the

easternmost acre of State Lease M-116702.
All in Loving County, Texas, resulting in three units each being 107.66 acres in size, more or less.

Ammonite proposes that Apache operate the unit well in each case, and that the pooled
units be limited to the depth interval correlative with the field of completion for each unit well.

Ammonite proposes that production from the pooled units be allocated on the basis of each
owner's Net Pro Rata Share of surface acreage within the unit, and that the working interest
owners therein share in the cost of drilling, operation, rework and plugging of the well thereon
based on each working interest owner's Net Pro Rata Share of acreage contributed to the unit.
Ammenite would have its share of that cost taken out of its share of production from and after the
effective date of the pooled unit, (proposed as June 1, 2016) plus a ten per cent (10%) risk penalty
or such greater penaity as may be prescribed by the Railroad Commission if an MIPA case should

have to be adjudicated before that agency.

If the acreage to which reference has been made is currently subject to a Joint Operating
Agreement (JOA), please provide a copy to us for review by Ammonite, as we would anticipate



ratification thereof. If no such JOA currently exists, please advise and Ammonite will propose
adoption of the most recent AAPL standard form (1989 version) for same. In either case,
Ammonite stands ready and willing to enter into a JOA that would be fair and reasonable to all
parties based on accepted industry standards for prudent operators. Notwithstanding the
foregoing, however, neither an acceptable JOA nor this offer shall contain any of the following

provisions:

(1) The preferential right of the operator to purchase mineral interests in the unit:
{(2) A call on or option to purchase production from the unit:

{(3) Operating charges which include any part of district or central expense other
than reasonable overhead charges; and

(4) Prohibition against non-operators questioning operation of the unit.

Ammonite considers that the formation of three pooled units in accordance with the
foregoing provisions will be fair and reasonable to all affected mineral interest owners. But in the
event that any of those to whom this voluntary offer to pool is extended choose not to accept it,
Ammonite may elect to commence forced pooling proceedings with the Railroad Commission
pursuant to the Mineral Interest Pooling Act, Section 102, Texas Natural Resources Code (MIPA),
to compel formation of the proposed pooled units in accordance with this offer. If we do not have a
response from Apache within fifteen days, we will assume that it rejects the proposal. However,
we desire to make it clear that there is a willingness on Ammonite's part to consider alternative

proposals for resolution of this matter.

We provide to you as Exhibit “B” with a copy of the lease that Ammonite has acquired from
the General Land Office concerning the riverbed acreage. Exhibit “C" is a Drillinginfo map and
Exhibit “D” is a satellite image of the area, for additional context. A settlement of any kind, if
desired, will require approval from the GLO. For such reason, we copy it on this submission, and
ask that you include Mr. Hatter as a cc on any formal reply. We have settled more than 100 State
riverbed well cases in the last five years and are completely open to suggestions, however will
here mention that Apache is one of our most problematic operators. We have 33 Apache wells on
our riverbed lease offset tracking list (which is available for your review, if desired). Finally, we ask
if you would provide us with a list of the names and addresses of the working and royalty interest
owners in the units as currently proposed to the Railroad Commission by Ammonite, in order that
we may furnish them a copy of this offer |letter. Alternatively, perhaps Apache would rather

communicate the offer directly to them.

Res/p%f y ?mitted.

cc. Robert Hatter
Director of Mineral Leasing
Texas General Land Office
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RAILROAD COMMISSION OF TEXAS
HEARINGS DIVISION
DECEMBER 16, 2016

THE APPLICATION OF AMMONITE OIL & GAS CORP.
PURSUANT TO THE MINERAL INTEREST POOLING ACT FOR
THE APACHE BLUE JAY UNIT, WELL NO. 101H, PHANTOM
(WOLFCAMP) FIELD, LOVING COUNTY, TEXAS

Qil and Gas Docket No. 08-0302160

L U Vs W

THE APPLICATION OF AMMONITE OIL & GAS CORP.
PURSUANT TO THE MINERAL INTEREST POOLING ACT FOR
THE APACHE BLUE JAY UNIT, WELL NO. 102H, PHANTOM
(WOLFCAMP) FIELD, LOVING COUNTY, TEXAS

Oil and Gas Docket No. 08-0302168

Sy W WA A

THE APPLICATION OF AMMONITE OIL & GAS CORP.
PURSUANT TO THE MINERAL INTEREST POOLING ACT FOR
THE APACHE BLUE JAY UNIT, WELL NO. 103H, PHANTOM
(WOLFCAMP) FIELD, LOVING COUNTY, TEXAS

Oil and Gas Docket No.08-0302169
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THE APPLICATION OF AMMONITE OIL & GAS CORP.
PURSUANT TO THE MINERAL INTEREST POOLING ACT FOR
THE APACHE PELICAN UNIT, WELL NO. [06H, PHANTOM
(WOLFCAMP) FIELD, LOVING COUNTY, TEXAS

Oil and Gas Docket No.08-0302138

U s WO U

NOTICE OF HEARING AND JOINT RECORD

Date, Location, and Place of Hearing — Notice is hereby given that a public hearing will be held
at 9:00 a.m. on Wednesday, January 18, 2017, at the offices of the Railroad Commission of Texas,
(Commission) located in the William B. Travis State Office Building, at 1701 N. Congress Avenue, Austin,
Texas, in a room number to be assigned and posted on the bulletin board in the First Floor Lobby. In
addition, please check the Weekly Hearing Schedule on the Commission website at:
http://www.rre.texas.gov/hearings/hearing-schedules/ by 5:00 p.m. the day prior to the hearing to
confirm that the hearing will go forward as scheduled. If the hearing is not concluded on the day it
commences, the hearing will be continued from day to day and the location will be announced on the record
of this proceeding until concluded.

Purpose of Hearing - to appear and present evidence and consider all issues of fact and law raised
in or relevant to the referenced Application. The issues that may be addressed at the hearing include, but are
not limited to. the following:

I The legality and effect of the Applicant’s hearing request is referenced in Appendix A of
this Notice of Hearing;

2. Any and all other issues raised in the pleadings, evidence, or argument that are necessary
for the Commission to render a final decision on the merits of this case, and in regard to
Conservation and Prevention of Waste of Crude Petroleum and Natural Gas in the State of
Texas.
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To Appear in Support or Opposition - All persons or parties supporting or opposing this
Application and intending to participate in the hearing by presenting sworn testimony, documentary and
demonstrative evidence regarding any issue of law or fact, shall appear in person or by his/her representative,
and must complete and file with the Commission, Docket Services, the enclosed “Notice of Intent to Appear
at Hearing in Protest” form at least Five (5) working days prior to the hearing date in this Notice of Hearing.
THIS FORM IS REQUIRED EVEN [F A PRIOR WRITTEN RESPONSE WAS SUBMITTED TO THE
PREVIOUSLY ISSUED “NOTICE OF APPLICATION.” A copy of the Notice of Intent to Appear at
Hearing form should be served on the Applicant and any other parties of record. Your failure to appear will
not prevent the Commission from taking action on this application. [I the Applicant fails to appear at the
hearing, the application may be dismissed without further notice or opportunity for hearing.

Legal Authority and Jurisdiction- The Commission has jurisdiction over Applicant and over the
matters at issue in this proceeding pursuant to TEX. NAT. RES. CODE ANN Title 3, Subtitles A. B, and C, TEX.
WATER CODE ANN, Chapters 26, 27 and 29, and TEX. GOV CoDE, Chapter 2001,

Particular Statutes and Rules Involved - The statutes and rules applicable to this proceeding
include but are not limited to the following:

e All sections of TEX. NAT. RES. CODL, Title 3, Suinil[es_ A, B, and C;

° All Commission rules in 16 TEX. ADMIN. CODE, Chapters | and 3.

° Statutes and rules referenced in “Appendix A,” if any, to this Notice of Hearing; and

° To access the Commission’s Statewide Rules, start from the Commission’s Home Page,

Click on “Legal™ (upper right side of page) and follow the path:
Rules, Current Rules, T.A.C. Chapter 3. Rule Number,

Postponement of Hearing - Any request for postponement of this hearing must be received no later
than five (5) working days prior to the hearing date. Copies of such request must be forwarded to all parties
shown on the service list. Persons planning on attending this hearing are urged to contact the Applicant listed
on the attached Service List immediately prior to the hearing date to ensure that the hearing will proceed on
the scheduled date.

Hearing and Application Information - Questions regarding this application may be addressed to
the Applicant’s representative referenced in Appendix A. Questions regarding the hearing procedure may
be addressed to the Commission, Docket Services. at (312)463-6848. Additional information about the
hearing process can be found at www.rre.texas.gov/hearings. Inaccordance with TEX. GOV'T CODE ANN.
§2001.061 and 16 TEX. ADMIN. CODE § 1.6, ex parte communications (e.g. phone calls and emails) with
the Hearings Examiners and Commissioners are prohibited.

Written Transcript of the Hearing - [f any party desires a written transcript of the hearing by a
Court Reporter, that party should notify the Commission, Docket Services, at (512) 463-6848 at least five
(5) working days in advance of the hearing date. If the Examiner or a party requests a written transcript, the
Commission may assess the cost to one or more parties.

Hearing Exhibits - All exhibits filed as part of the hearing record must be clearly marked
and submitted in duplicate. If exhibits admitted in prior proceedings are offered for admission, a copy of
such exhibit properly identified shall be submitted for this record.
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Auxiliary Aids or Services for Persons with a Disability - Any individual with a disability who
needs auxiliary aids and services in order to have an equal opportunity to effectively communicate and
participate in the hearing must request such aids or services at least ®wo weeks prior to the hearing by
notifying the Human Resources Department of the Commission by mail at P. O. Box 12967, Austin, Texas
78711-2967 or by telephone at (512) 463-6981 or TDD No. (800) 735-2989.

Audio/Visual Computer Set-up Presentation - All requests for setting up a presentation will need
to be made In writing no less than three business days prior to the hearing date. Please contact the
Commission’s Docket Services, at (512) 463-6848, to complete a Presentation Setup Help Desk
Questionnaire Form.

Service List - The Applicant shall review this Notice of Hearing and the attached Certificate of
Service for accuracy and completeness. The Applicant shall immediately notify the Commission’s Docket
Services of any discrepancy or omission.
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“APPENDIX A™

OIL AND GAS DOCKET NO. 08-0302160

This hearing will be held to consider the application of Ammonite Oil & Gas Corp. (as lessee rom
the State of Texas) for relief under the Texas Mineral Interest Pooling Act. seeking an order to compel
inclusion of a State of Texas fee mineral tract beneath the Pecos River (in which the mineral interest is
owned by the State of Texas and dedicated to the Permanent Schoaol Fund) into the the Blue Jay Unit, well
No. 101H (API No. 301-32802), which is operated by Apache Corporation, Loving County, Texas.
Ammonite asks by its application that roughly I acre of State of Texas Pecos River minerals be included in
a unit for this well, and that Apache contribute 160.66 acres to the unit. A plat which shows, roughly, the
unit proposed by the Applicant is attached.

OIL AND GAS DOCKET NO. 08-0302168

This hearing will be held to consider the application of Ammonite Oil & Gas Corp. (as lessee from
the State of Texas) for reliel under the Texas Mineral Interest Pooling Act, seeking an order to compel
inclusion of a State of Texas fee mineral tract beneath the Pecos River (in which the mineral interest is
owned by the State of Texas and dedicated to the Permanent School Fund) into the the Blue Jay Unit, well
No. 102H (API No. 301-32803), which is operated by Apache Corporation, Loving County, Texas.
Ammonite asks by its application that roughly | acre of State of Texas Pecos River minerals be included in
a unit for this well. and that Apache contribute 160.66 acres to the unit. A plat which shows. roughly, the
unit proposed by the Applicant is attached.

OIL AND GAS DOCKET NO. 08-0302169

This hearing will be held to consider the application of Ammonite Oil & Gas Corp. (as lessee from
the State of Texas) for relief under the Texas Mineral Interest Pooling Act, seeking an order to compel
inclusion of a State of Texas fee mineral tract beneath the Pecos River (in which the mineral interest is
owned by the State of Texas and dedicated to the Permanent School Fund) into the the Blue Jay Unit, well
No. 103H (API No. 301-32804). which is operated by Apache Corporation, and which was completed in the
Phantom (Wolfcamp) Field, Loving County, Texas. Ammonite asks by its application that roughly | acre
of State of Texas Pecos River minerals be included in a unit for this well, and that Apache contribute 160.66
acres to the unit. A plat which shows, roughly, the unit proposed by the Applicant is attached.

OIL AND GAS DOCKET NO. 08-0302158

This hearing will be held to consider the application of Ammonite Oil & Gas Corp. (as lessee from
the State of Texas) for relief under the Texas Mineral Interest Pooling Act, seeking an order to compel
inclusion of a State of Texas fee mineral tract beneath the Pecos River (in which the mineral interest is
owned by the State of Texas and dedicated to the Permanent School Fund) into the the Pelican Unit, well No.
106H (API No. 301-32762). which is operated by Apache Corporation, Loving County, Texas. Ammonite
asks by its application that roughly 3 acres of State of Texas Pecos River minerals be included in a unit for
this well, and that Apache contribute 320 acres to the unit. A plat which shows, roughly, the unit proposed
by the Applicant is attached.

[f you have questions regarding this application, please contact the Applicant's representative, Rob
Hargrove, at (512) 476-3529, or the Respondent's representative, Brian Sullivan, at (512) 327-8111. If you
have any questions regarding the hearing procedure, please contact the Railroad Commission, at (512)
463-6848.



CERTIFICATE OF SERVICE

[ certify that a true and correct copy of the foregoing Notice of Hearing in Oil & Gas Case/Docket
No. 08-0302160, 08-0302168, 08-0302169 and 08-0302158 served on cach of the persons named

below by depositing same in the United States Mail, Inter-Agency Mail. or Inter-Agency E-Mail, as

follows:

ROB HARGROVE

OSBORN, GRIFFITH & HARGROVE
515 CONGRESS AVENUE. SUITE 2430
AUSTIN, TEXAS 78701

BRIAN SULLIVAN,

MCELROY, SULLIVAN, MILLER
WEBER & OLMSTEAD, LLP,
1201 SPYGLASS DRIVE

SUITE 200

AUSTIN. TEXAS 78746

APACHE CORPORATION
2000 POST OAK BLVD SUITE 100
HOUSTON, TX 77056

AMMONITE OIL & GAS
513 CONGRESS AVENUE, SUITE 2450
AUSTIN, TEXAS 78701

BELLOMY EXPLORATION LLC
1700 PACIFIC AVE

SUITE 2220

DALLAS, TX, 75225

CIMAREX ENERGY CO
4031 SOLUTIONS CENTER
CHICAGO, IL 60677-4000

CMC/PALO PINTO FAMILY HOLDINGS
GEOFFREY L CLINE MNGR

PO BOX 2630

ALBANY. TX 76430

CMC/ROCK HOUSE PARTNERS LP
700 NORTH ST MARYS ST.

STE 1825

SAN ANTONIO. TX 78203

CMC SC BECKHAM HOLDINGS LP
310 PITCHFORK LANE
CANYON. TX 79013

SPRING GAP PARTNERS LP
PO BOX 87
ABILENE, TX 79604

CMC/TOMAUILP

KONAKOA GP LLC, GEN PARTNER
1118 BERKLEY DRIVE

CLEBURNE, TX 76033

ALAN GRAVES
13705 RICEGRASS PLACE NE
ALBUQUERQUE, NM 87111

DALTEX MUNN ASSOCIATES
PO BOX 51510
MIDLAND, TX 79710

FAIRWAY OIL & GAS COMPANY
T VERNE DWYER, AGENT

PO BOX 8§45

SPARTA. NJ 7871

GEODYNE RESOURCES INC F/A/O
P O BOX 972290
DALLAS, TX 75397-4022

HERD PARTNERS LTD
POBOX 130
MIDLAND, TX 79702-0130

IDA GAYE BATES TRUST
IDA GAYE BATES TRUSTEE
9009 ASHFORD DR

SPRING BRANCH, TX 78070

JANE WIGGINS SEP PROPERTY
7325 WIGGINS LANE
HAGERMAN, NM 88232

KEVIN L CARPENTER
1804 SAND OAK STREET
OKLAHOMA CITY, OK 75127

KIMBERLY MARIE THOMPSON
REV TRUST

906 N LEROY DR

OKLAHOMA CITY, OK 73127

COMANCHE CO LP
2222 SOUTH DANVILEE STE 3
ABILENE, TX 79605
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LOUISE N WHEAT LIVING TRUST
2325 CHANDELLE DRIVE
IRVING, TX 75060

MDJ MINERALS LLC
400 PINE STREET SUTIE 1055
ABILENE, TX 79601

TEMIN 1987 PARTNERSHIP
PO BOX 1628
ARDMORE, OK 73402

WAIKIKI PARTNERS L.P
P. 0. BOX 2127
MIDLAND, TX 79702-2127

ZPZ DELAWARE I LLC
2000 POST OAK BLVD
SUITE 100

HOUSTON, TX 77036

ARKOMA DRILLING LP
ONE COWBOYS WAY
DALLAS, TX, 75225

PIVOTAL DELAWARE BASIN LP

2021 MCKINNEY AVENUE

STE 1250

DALLAS, TX 75201

SANDRIDGE EXPLORATION & PROD LLC
123 ROBERT S KERR AVE.

OKLAHOMA CITY,OK 73102

JESSIE FAYE CASTLEMAN TRUST

U/W/0O IDA ELIZABETH COWDEN OLIVER,

PO BOX 40909
AUSTIN, TX 78704

MCGARY LIVING TRUST-SPH
BANK OF AMERICA, N.A,, AGENT
PO BOX 840738

DALLAS, TX 75284-0738

J & M RAYMOND LTD
RAYMOND & SONS 1 LLC GP
PO BOX 291445

KERRVILLE, TX 78029-1445

VAUGHAN-MCELVAIN ENERGY INC
P O BOX 970
KENNETT SQUARE, PA 19348

MICHAEL J CANON
25 OAKLAWN PARK
MIDLAND, TX 79705

MCGARY FAMILY LIVING TRUST
SEP PROP KELLY MCGARY, TRUSTEE
PO BOX 840738

DALLAS, TX 75284-0738

MARY JANE MCGARY, A FEMME SOLE
C/0O BANK OF AMERICA, N.A., AGENT
PO BOX 840738

DALLAS, TX 75284-0738

DONALD COWDEN OLIVER TRUST
U/W/0 IDA ELIZABETH COWDEN OLIVER,
PO BOX 40909

AUSTIN, TX 78704

On this the 16th day ol December, 2016.

Pat Kaiser

Docket Services, Hearings Division
Railroad Commission of Texas



RATLROAD COMMISSION OF TEXAS

HEARINGS DIVISION
PO Drawer 12967
Austin, TX 78711-2967

NOTICE OF INTENT TO APPEAR AT HEARING

A Copy of this Notice of Intent to Appear at Hearing must be mailed to the Applicant (See Address on
the Notice of Hearing Certificate of Service) and to the Railroad Commission of Texas, Docket Services,
P.O. Drawer 12967, Austin, TX 78711-2967. It must be Received by Docket Services at least (5)
working days in advance of the hearing date.

APPLICANT: Ammonite Oil & Gas Corp.
DOCKET NO.: 08-0302160, 08-0302168, 08-0302169 and 08-0302158

Jrepresenting .
(Print Name) (Print Name)
hereby enters this Notice of Intent to Appear at Hearing as (Check one of the referenced party status):
Protestant Observer or In Support of Application and states he/she or his’her

representative will appear at hearing. through cross-examination or presentation of a direct case at a hearing
called to consider this application.

| further certify that, as of today’s date, [ have mailed or delivered a copy of this Netice of Intent to Appear
at Hearing form to the Applicant at the address shown in the Notice of Hearing Certificate of Service.

Signature Date
Telephone: Area Code: ( )

Email Address:
(OPTIONAL - If provided, e-mail address will hecome part of this public record: See Tex Goyv't Code §352.137)

TIME ESTIMATE (total required for your presentation at the hearing):

ADDRESS TO WHICH NOTICE WAS SENT:
----------- Is correct Is incorrect and should be corrected to:

Street City State Zip Code
ADDITIONAL NOTICE SHOULD BE SENT TO THE REPRESENTATIVE SHOWN BELOW:

(Print Name)

Street City State  Zip Code

Rewised 077312015



DOCKET NS, 08-0302160, 08-0302168, 08-0302169 AND 08-0302158

HEARINGS DIVISION

CONSENT TO ELECTRONIC SERVICE AND NOTIFICATION
OF DOCUMENTS, RULINGS, DECISIONS, AND ORDERS

Effective September 1, 2013, Section 2001.142 (Notification of Decisions and Orders) of the Texas Government
Code was amended to allow a state agency to notify each party to a contested case of any decision or order of the
agency, if agreed to by the party to be notified, by clectronic means sent to the current e-mail address of the party’s
attorney of record or of the party if the party is not represented by counsel. Tex. Gov't Code § 2001.142(a)(2).

Current rules of the Railroad Commission of Texas (“*Commission™) require the Commission to serve “documents by
mail or by personal delivery” and to notify representatives of parties and unrepresented parties “by first class mail
(or as otherwise required by the Administrative Procedure and Texas Register Act) of any decision of order.” See 16
Tex. Admin. Code §§ 1.48(g) (Service in Protested Contested Case), 1.146(a) (Final Decisions and Order).
Exceptions to current Commission rules may be granted upon a showing of good cause and if necessary in the
interest of justice. 16 Tex. Admin. Code § 1.9 (Exceptions).

Completion of this form is optional

In lieu of service and notification by mail, - (partv_name or
attorney) on behalt of hereby agrees
and consents to electronic service and notification of all documents, rulings, decisions, and orders from the Railroad
Commission of Texas in Docket No. by the following electronic means:

[ | E-mail at:

Authorized by: (signature)

(print name)

(firm)

By requesting electronic service, all orders, proposals for decision, and other documents and communications
to me in this docket will be provided to me by e-mail at the address set forth above. I will no longer rececive
paper copies of any documents in this docket. I also understand and agree that it is my responsibility to
inform Docket Services and other parties of any changes to my e-mail address. By accepting the terms of this
service my e-mail address will be shown on the service list of this docket and available to the Commission,
other parties and will become part of this public record; See Tex Gov't Code §552.137. I am responsible for
ensuring that my e-mail filters and settings allow the delivery of e-muils from the RRC and all other parties to
this case.

Parties may not file Complaints, pleadings, motions, exceptions or replies with the Commission by
e-mail or fax unless previous authorization has been granted by the Administrative Law Judge.

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

TEXAS GENERAL LAND OFFICE e GEORGE P. BUSH e COMMISSIONER

TIME SENSITIVE: Action Required by: (January 11.2017)

DATE: January 4, 2017

T Commissioner Bush

THRU: Energy Resources , Legal Services 42041/\\ , Executive (Z-}(Q ;
FROM: J. Daryl Morgan (5-91;1’2 /é,

SUBJECT: Commissioner’s consenf to seek pooling pursuant to Chapter 102 of the Texas
Natural Resources Code, commonly known as the Mineral Interest Pooling Act,
and Suspension of State Leases M-116165 and M-116702 pending final resolution
of Railroad Commission hearing.

oooooooooooooooooooo D R I I

SUMMARY: Ammonite Oil & Gas Corporation (“Ammonite™) is requesting the consent of the
Commissioner to proceed with an action to pool State minerals under the Mineral Interest Pooling Act
and to grant a force majeure suspension of the State Leases involved.

DETAILS: Chapter 102 of the Natural Resources Code, commonly known as the Mineral Interest
Pooling Act (“MIPA™) provides in §102.004(d) that lands in which the State of Texas owns an interest
can only be pooled with the approval or consent of the Commissioner of the General L.and Office or any
board having jurisdiction. Ammonite is the Lessee of State Leases M-116165 and M-116702 (“Leases”)
covering three acres each of the Pecos River between Loving and Reeves Counties. These riverbed tracts
are completely stranded by producing units on both sides, so absent force pooling the State acreage
cannot participate in production from the field. Ammonite has filed an application with the Railroad
Commission (“RRC™) to force pool parts of the riverbed leases into four MIPA Units for Apache wells
on the Loving County side of the river; its Blue Jay Wells 101H, 102H and 103H and its Pelican Well
106H. A contested case hearing is set for January 18, 2017, at the RRC to consider these applications.
The RRC is currently taking more than a year to consider other similar Ammonite riverbed pooling
applications, so it is not anticipated that the RRC will have a resolution of these cases until sometime in
2018. M-116165 expires January 6, 2017, and M-116702 expires July 1, 2017. Ammonite has requested
a suspension of the terms of the Leases under the force majeure provision (order, rule or regulation of
governmental authority) until a final resolution, including any judicial appeal, of the pending Railroad
Commission dockets. The State will benefit by sharing in production from the MIPA Unit wells if
Ammonite is successful at the RRC.

Staff Recommendation: Give consent to Ammonite to proceed with its applications with the RRC to
form the MIPA Units described above under the Mineral Interest Pooling Act, and authorize a suspension
of the primary terms of Leases M-116]65 and 6702, until final resolution of the pending Railroad
Commission dockets, and any judiefal appeal thereof.

Recommendation approved

Other
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DocuSign Envelope 1D: 84C2F831-6B68-43A8-AA5F-4301AA91028F

MEMORANDUM

TEXAS GENERAL LAND OFFICE e GEORGE P. BUSH o COMMISSIONER

Date: April 15, 2021

To: Mark Havens, Chief Clerk

From: Robert Hatter, Deputy Director — Energy Resources

Subject: Commissioner’s Approval and Confirmation of Force Majeure Suspension for State

Riverbed Leases, pending final resolution of judicial review and any further Railroad
Commission hearings. M-115547, M-115548, M-115549, M-115550, M-116701, M-
116705 M-116754, M-116755, M-116758, M-116760, M-116763, M-116710, M-117205,
M-117206, M-117207, M-117208, M-117209, M-117210, M-117211, M-117213, M-
117215, M-117214, M-117216, M-117243, M-117244, M-117248, M-117251, M-116702,
M-117578, M-117580, M-117581, M-117583, M-117889, M-118412, M-118413, M-
116708, M-116165, M-117203, M-117204, M-118409

Summary: Ammonite Oil and Gas holds approximately 50 state riverbed leases taken in GLO sealed bid
sales between 2014 and 2017. These are “paid up” leases under which no delay rentals are due. Ammonite
has appeared at multiple Railroad Commission Hearings to try to force pool these leases into offsetting wells
when it could not obtain voluntary pooling. Commencing in 2017, the Railroad Commission changed its
policy and began to deny these applications. Ammonite has filed judicial appeal of three of these decisions
against three separate operators in three separate counties, and is asking the General Land Office to suspend,
by reason of force majeure, all the leases affected by this dispute.

Details: Chapter 102 of the Natural Resources Code, commonly known as the Mineral Interest Pooling
Act (“MIPA”) provides in Section 102.004(d) that lands in which the State of Texas owns an interest can be
pooled with the approval or consent of the Commissioner of the General Land Office or any board having
jurisdiction. The Commissioner consented to the pooling requested by Ammonite. The first of the litigated
cases to reach the appellate level is Ammonite Oil & Gas Corp. v. Railroad Commission of Texas and EOG
Resources Inc., No. 04-20-00465-CV (San Antonio Court of Appeals). On April 7, 2021 the General Land
Office filed with the Court an Amicus Curiae letter in support of Ammonite. Ammonite asks confirmation
that the captioned leases are suspended by force majeure (by reason of governmental action) until final
resolution of its Texas litigation regarding whether they may be force pooled, together with any further
hearings which may thereafter result at the Railroad Commission. The State will benefit by sharing in
production from MIPA unit wells if Ammonite is successful in its judicial appeal and at the Railroad
Commission.

Staff Recommendation: Concur that Ammonite is entitled to suspension of the subject leases by
reason of force majeure past the primary term, without the payment of delay rentals since they were fully paid
during the primary terms, and extend the leases until final resolution of the judicial appeal(s), and resulting or
other action further pursued by Ammonite at the Railroad Commission.

DocuSigned by:
Recommendation Approved [' = N
Other:

Approved:
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Aeradarko £E&P Onshore LLC " PAGE: 1 of 1

P.O. Box 1330
Houston, TX 77251-1330 DATE: January 4, 2017
TRACE NUMBER: 001000510021700000010156
CHECK NUMBER: 51002170
AMOUNT PAID: $16,889.50

o

17706550

bl ANADARKO E&P ONSHORE LLC =
QUESTIONS: 1-800-359-1692 OPTION 3 E
Y IIIIIIIII'IIIIIllllIIIIIIIIIIlIIIIIIIIIIIIIIIIIIIIIIIIIIIII'II %
o0 00005 CKS LA 17005 - DO051002170 NNNNNNNNNNNN 0055100004501 X83LAR C b=
.y COMMISSIONER OF THE TEXAS 3
2R GENERAL LAND OFFICE S
¢ 1700 NORTH CONGRESS AVE a
. AUSTIN TX 78701 S
, e0®
°
o:"'..
°
.
cooec?
° ®  Owner Number: LA81527303
Date Payment ID QLA ID Description Gross Amount Tax Withholding Net Amount
01/04/17 10156-1 1 Flat Fee $16,000.00 $0.00 $16,000.00
01/04/17 10156-2 17.79 Rod(s) $889.50 $0.00 $889.50
CHOLLA STATE 2-4 2H, REEVES
COUNTY,
TEXAS WELL LOCATION & ROAD
DAMAGES
TOTALS \1, $16,889.50 $0.00 $16,889.50

2o

o\

PLEASE DETACH BEFORE DEPOSITING CHECK






ANADARKO EXP ONSHORE LLC 1201 LAKE ROBBINS DRIVE * THE WOODLANDS, TEXAS 77380
P.O. Box 1330 ¢ HOUSTON, TEXAS 77251-1330

Anadarip’

E&P Onshore LLC
January 12, 2017

Texas General Land Office

Attn: Drew Reid, Energy Division
P.O. Box 12873

Austin, Texas 78711-2873

Re: Cholla State 2-4 2H, Reeves County, Texas
Dear Mr. Reid:

I have enclosed a check in the amount of $16,889.50 as payment for roadway and well location
damages associated with the above referenced project.

Please execute the bottom portion of this letter and return it to me in the envelope provided. Should
you have any questions, please give me a call.

Sincerely,

Vel 30/ —

Ned Polk

Staff Landman

Office: 432-684-2812

Anadarko Petroleum Corporation
10 Desta Drive, Suite 650E
Midland, Texas 79705-4628

NP/ktl
Enclosure

The undersigned hereby acknowledges receipt of the sum of SIXTEEN THOUSAND EIGHT
HUNDRED EIGHTY NINE DOLLARS AND 50/100 ($16,889.50) as payment in full for damages
related to the above referenced project.

IN WITNESS WHEREOF this instrument is executed this __ day of ,2017.

Drew Reid

A SUBSIDIARY OF ANADARKO PETROLEUM CORPORATION
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County
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Date Filed: 4_22-2022
George P. Bush, Commissioner
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TEXAS GENERAL LAND OFFICE « COMMISSIONER DAWN BUCKINGHAM, M.D.

DATE: March 7,2025
TO: Jennifer Jones, Chief Clerk

FROM: Ken Mills, Director, Oil, Gas & Energy, Office of General Counsel
Nick Orman, Oil, Gas & Energy, Office of General Counsel

THRU: Jeff Gordon, General Counsel; Adrian Piloto, Deputy Chief Clerk

SUBJECT: Confirmation of the End of Force Majeure Suspension for the Following State
Riverbed Leases: M-115547, M-115548, M-115549, M-115550, M-116701, M-
116705 M-116754, M-116755, M-116758, M-116760, M-116763, M-116710, M-
117205, M-117206, M-117207, M-117208, M-117209, M-117210, M-117211,
M-117213, M-117215, M-117214, M-117216, M-117243, M-117244, M-117248,
M-117251, M-116702, M-117578, M-117580, M-117581, M-117583, M-117889,
M-118412, M-118413, M-116708, M-116165, M-117203, M-117204, M-118409

------------------------------------------------------------------------------------------------------------------------------

Summary: Ammonite Oil and Gas (“Ammonite”) holds approximately 65 oil and gas leases on
stretches of state-owned navigable streams. Some of these leases have been perpetuated by
participation in adjacent production through various means. For others, Ammonite petitioned the
Railroad Commission to force the pooling of the riverbed tracts under the Mineral Interest Pooling
Act (“MIPA”). On November 29, 2016, Ammonite filed 16 MIPA applications with the Railroad
Commission to force-pool certain mineral acreage. All of the applications were rejected.
Ammonite appealed to district court.

Through memos dated January 17, 2017, August 8, 2018, and April 15, 2021, the GLO agreed to
suspend affected Ammonite leases until “final resolution of the judicial appeal(s), and resulting or
other action further pursued by Ammonite at the Railroad Commission™ pursuant to the force
majeure provision in the leases. The force majeure provision provides, in part, that if the lessee is
prevented from complying with any provision of the lease by reason of (among other things) “rule
or regulation of a governmental authority,” like the Railroad Commission, then while so prevented,
Lessee's obligations shall be suspended. Following years of appeals, on June 28, 2024, the Texas
Supreme Court affirmed the RRC’s rejection of Ammonite’s MIPA applications. Ammonite was
then denied rehearing on October 18, 2024. Although not a party to the litigation, the GLO
submitted amicus briefs in support of Ammonite at the Court of Appeals and the Texas Supreme
Court.

Recommendation: Having exhausted its legal remedies, and having been provided ample time for
“resulting or other action further pursued,” the basis for the force majeure suspension of
Ammonite’s above-cited leases has lapsed. Pursuant to the terms of the leases, and the three force
majeure suspension memos, the primary terms have been tolled effective (i.e., were suspended as
of) November 29, 2016, but now will begin running again as of the date of this memorandum. Any




Docusign Envelope ID: F81406DC-8141-4838-BB3F-B8A91DD44621
»

primary term remaining as of November 29, 2016, shall begin to run going forward from the date
of this memorandum.

Recommendation Approved:

Approved

oce: (P25
oGC: @
DCC: @
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Commissioner Dawn Buckingham, M.D.
By: VT NE






