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RAL REVIEW SHEET

Working File #: RAL146566 MF:
Lessor: McGary Living Trust - Sph Lease Date: 07/30/2014 ul: Yes
Lessee: Marshall Energy, LLC Gross Acres: 640.00

Net Acres: 320.00
LEASE DESCRIPTION

County Control# Base File Part Sec Block Twp Survey Abst No
No
Reeves Ry s - 34 56 28 T&PRyCo 2216
TERMS OFFERED TERMS RECOMMENDED
Primary Term: | 3vears Primary Term: | 3 vears
Bonus / Acre: |s6,500.00 Bonus / Acre: |$6.500.00
2ndYr 3rdYr 4thYr 5thYr 2ndYr  3rdYr  4thYr  5SthYr
Rental / Acre: [~ " i Rental / Acre: | 0.00
Royalty 0.250000 Royalty 0.250000
COMPARISONS
Lease No Lessee Lease Date Primary Bonus/Acre Rental/Acre Royalty Distance
Term

MF116549 Marshall Energy  03/30/3014 3 yr $6,000.00 $200.00 200.00 0.250000 0.000000

LLC NW
Comments: Paid up rentals. Ul on tract leased under MF115668 and MF115669.

Approved: \)Z 8 [{ (L.’(.

Monday, August 11, 2014 RAL146566



RELINQUISHMENT ACT LEASE APPLICATION

Texas General Land Office

Jerry Patterson, Commissioner

TO: Jerry Patterson, Commissioner
Larry Laine, Chief Clerk
Bill Warnick, General Counsel
Louis Renaud, Deputy Commissioner

FROM: Robert Hatter, Director of Mineral Leasing
AR RV (| Ga

Applicant: Mmemee‘iﬂ\l

Prim. Term: 3 Years

Royalty: 0.25000000

Rental/Acre 2nd Yr: $0.00 3rd Yr: $0.00
Consideration
Recommended: /%

Not Recommended:

Comments:

Lease Form_
Recommended:

2

Not Recommended:

Comments:

Louis Renaud, Deputy Commissioner

LA A i

Recommended:

Not Recommended:

Bill Warnick, General Counsel
Recommended:

Not Recommended:

Larry Laine, Chief Clerk
Approved:

Not Approved:

Approved:

Sl

8/11/2014 2:18:33 PM

Not Apprgved:

RAL146566

County: Reeves
Bonus/Acre:  $6,500.00
4th Yr:  $0.00 5th Yr:

Date: & [i5/r¢

Paid up rentals. Ul on tract leased under MF115668 and MF115669.

Date: 8//5'//'/

$0.00

Date: */5/9{

Date: f//é’//[f"

Date: k/ll//‘f

Date: ‘8!!9“ t
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File No mFlite88%
RAr Pav. Sheel

Date Filed: _®.11.1d
Jerry E. Patterson. Commissivie

By
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Date Filed: &.9.14 -
Jerry E. Patterson, Comniissioner
By, . B




o84 bhpbittiton S
resourcing the future MUSTON TEXAS 77227-7458

PETROHAWK ENERGY CORPORATION
CONTROLLED DISBURSEMENT

14716666 14929

PO. BOX 22718 07/31/14 ,
™ TT027 0088 %
&
8
PAY TO THE - @
Aeciiides General Land Office State of Texas ] $ 346,666.67 g
Three Hundred Forty-six Thousand Six Hundred Sixty-six and 67/100 DOLLARS  f7)
i
— -
I NOT CASHED WITHIN S0X MONTHS OF ISSUE $
MEMO Sec 34, Blk 56-T2 Reeves County H
S
rOALS "
PETROHAWK ENERGY CORPORATION
14929
L]
.: aee :
72,
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é88 bhpoiiton Meere s 14716671 14935

resourcing HOUSTON, TEXAS 77227-7459
PETROHAWK ENERGY CORPORATION

CONTROLLED DISBURSEMENT ‘
P.O. BOX 22719
HOUSTON, TX 770279998 e e
@
§
PAY TO THE : M
oRoER OF __ General Land Office State of Texas |$ 34666667 3
o
Three Hundred Forty-six Thousand Six Hundred Sixty-six and 67/100 DOLLARS ()
2
kS
£
VOID ¥ CW WITHIN SIX MONTHS OF ISSUE H
3
1573111443 ¥
MEMO Sec 34, Blk 56-T2, Reeves County £
h w §
7
"OaLg3 5 J
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14935

PETROHAWK ENERGY CORPORATION
14935
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resourcing the futue HOUSTON, TEXAS 77227-7450
PETROHAWK ENERGY CORPORATION ' !
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ot 0231/14 !
=4
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]
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M
-
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Date Filed: 8.5 .(d

Jerry E. Patterson, Co
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'y 14055888
FILED FOR RECORD
REEVES COUNTY, TEXAS
. Aug 06, 2014 &t 09:53:00 AM

(B3 TA

General Land Office
Relinquishment Act Lease Form
Revised, September 1997

Augtin, Texas

L

OIL AND GAS LEASE

L
L] L
THIS AGREEMENT is made and entered into this 30th ___ day of July ,2014___ , between the State of Texas, acti?'la.'
by and through its agent, McGary Family Trust — Kelly Separate Property; Kelly McGary, Trustee; Bank of America, N.A., Agent o,
of Post Office Box 830308; Dallas, Texas 75283-0308 A P
(Give Permanent Address) ~ .: .
said agent herein referred to as the owner of the soil (whether one or more), and Marshall Energy, L.L.C.
of 6215 Grovewood Lane; Houston, Texas 77008-3217 hereinafter called Lessee.

(Give Permanent Address)

1. GRANTING CLAUSE. For and in consideration of the amounts stated below and of the covenants and agreements to be paid, kept and
performed by Lessee under this lease, the State of Texas acting by and through the owner of the soil, hereby grants, leases and lets unto Lessee, for
the sole and only purpose of prospecting and drilling for and producing oil and gas, laying pipe lines, building tanks, storing oil and building power
stations, telephone lines and other structures thereon, to produce, save, take care of, treat and transport said products of the lease, the following lands
situated in Reeves County, State of Texas, to-wit:

Texas & Pacific Railway Company Survey
Section 34, Block 56, Township 2 South, A-2216

containing 640.000 acres, more or less. The bonus consideration paid for this lease is as follows:

To the State of Texas: Three Hundred Forty-Six Thousand Six Hundred Sixty-Six Dollars and Sixty-Seven Cents___
Dollars ($346,666.67 )

To the owner of the soil: Three Hundred Forty-Six Thousand Six Hundred Sixty-Six Dollars and Sixty-Seven Cents__
Dollars ($346,666.67 )

Total bonus consideration: Six Hundred Ninety-Three Thousand Three Hundred Thirty-Three Dollars and Thirty-Four Cents
Dollars ($693,333.34 )

The total bonus consideration paid represents a bonus of Six Thousand Dollars and No Cents
($6,500.00 ) per acre, on one hundred six and two-thirds (106-2/3) net acres.

2. TERM. Subject lo the other provisions in this lease, this lease shall be for a term of THREE (3), years from
this date (herein called “primary term”) and as long thereafter as oil and gas, or either of them, is produced in paying quantities from said land. As used
in this lease, the term “produced in paying quantities” means that the receipts from the sale or other authorized commercial use of the substance(s)
covered exceed out of pocket operational expenses for the six months last past.

3. DELAY RENTALS. If no well is commenced on the leased premises on or before one (1) year from this date, this lease shall terminate,
unless on or before such anniversary date Lessee shall pay or tender to the owner of the soil or to his credit in the
Bank of America, N.A. Bank, at 901 Main St.; Dallas, Texas 75202 4
or its successors (which shall continue as the depository regardless of changes in the ownership of said land), the amount specified below; in addition,
Lessee shall pay or tender to the COMMISSIONER OF THE GENERAL LAND OFFICE OF THE STATE OF TEXAS, AT AUSTIN, TEXAS, a like sum on
or before said date. Payments under this paragraph shall operate as a rental and shall cover the privilege of deferring the commencement of a well for
one (1) year from said date. Payments under this paragraph shall be in the following amounts:
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To the owner of the soil: One Hundred Dollars and No Cents,
Dollars ($ 100.00 )

To the State of Texas: One Hundred Dollars and No Cents
Dollars ($ 100.00 )

Total Delay Rental: Two Hundred Dollars and No Cents .
Dollars ($200.00 )

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

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

-

(A) OIL. Royalty payable on oil, which is defined as including all hydrocarbons produced in a liquid form at the mouth of the well and also as
all condensate, distillate, and other liquid hydrocarbons recovered from oil or gas run through a separator or other equipment, as hereinafter provided,
shall be 1/4 part of the gross production or the market value thereof, at the option of the owner of the soil or the Commissioner of the Gengral |
Land Office, such value to be determined by 1) the highest posted price, plus premium, if any, offered or paid for oil, condensate, distillate, or otharrau.id' .
hydrocarbons, respectively, of a like type and gravity in the general area where produced and when run, or 2) the highest market price thereof offe
paid in the general area where produced and when run, or 3) the gross proceeds of the sale thereof, whichever is the greater. Lessee agrees that before
any gas produced from the leased-premises Leasehold Estate is sold, used or processed in a plant, it will be run free of cost to the royalty owneis o e
through an adequate oil and gas separator of conventional type, or other equipment at least as efficient, so that all liquid hydrocarbons recoverable from
the gas by such means will be recovered. The requirement that such gas be run through a separator or other equipment may be waived, in writing, §y**®
the royalty owners upon such terms and conditions as they prescribe. soes

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

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

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

6. ROYALTY IN KIND. Notwithstanding any other provision in this lease, at any time or from time to time, the owner of the soil or the
Commissioner of the General Land Office may, at the option of either, upon not less than sixty (60) days notice to the holder of the lease, require that the
payment of any royalties accruing to such royalty owner under this lease be made in kind. The owner of the soil's or the Commissioner of the General
Land Office's right to take its royalty in kind shall not diminish or negate the owner of the soil's or the Commissioner of the General Land Office’s rights
or Lessee's obligations, whether express or implied, under this lease.
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¥ NO DEDUCTIONS. Lessee agrees that all royalties accruing under this lease (including those paid in kind) shall be without
deduction for the cost of producing, gathering, storing, separating, treating, dehydrating, compressing, processing, transporting, and otherwise making
the oil, gas and other products hereunder ready for sale or use. Lessee agrees to compute and pay royalties on the gross value received, including any
reimbursements for severance taxes and production related costs.

8. PLANT FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as may represent this lease's proportionate share of
any fuel used to process gas produced hereunder in any processing plant. Notwithstanding any other provision of this lease, and subject to the written
consent of the owner of the soil and the Commissioner of the General Land Office, Lessee may recycle gas for gas lift purposes on the leased-premises
Leasehold Estate or for injection into any oil or gas producing formation underlying the leased-premises Leasehold Estate after the liquid hydrocarbons
contained in the gas have been removed; no royalties shall be payable on the recycled gas until it is produced and sold or used by Lessee in a manner
which entitles the royalty owners to a royalty under this lease.

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

Payment of royalty on production of oil and gas shall be as provided in the rules set forth in the Texas Register. Rules currently provide that royalty on oil

is due and must be received in the General Land Office on or before the 5th day of the second month succeeding the month of production, and royalty
on gas is due and must be received in the General Land Office on or before the 15th day of the second month succeeding the month of produckon, e
accompanied by the affidavit of the owner, manager or other authorized agent, completed in the form and manner prescribed by the General Land (o' ™1
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 documentse
records or reports confirming the gross production, disposition and market value including gas meter readings, pipeline receipts, gas line receipts and
other checks or memoranda of amount produced and put into pipelines, tanks, or pools and gas lines or gas storage, and any other reports or records
which the General Land Office may require to verify the gross production, disposition and market value. In all cases the authority of a manager or agept ..
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, summare _ ¢

or other remittance advice showing by the assigned General Land Office lease number the amount of royalty being paid on each lease. If Lessee pays
his royalty on or before thirty (30) days after the royalty payment was due, then Lessee owes a penalty of 5% on the royalty or $25.00, whichever is
greater. A royalty payment which is over thirty (30) days late shall accrue a penalty of 10% of the royalty due or $25.00 whichever is greater. In addiien ee
to a penalty, royalties shall accrue interest at a rate of 12% per year: such interest will begin to accrue when the royalty is sixty (60) days ovePdue.
Affidavits and supporting documents which are not filed when due shall incur a penalty in an amount set by the General Land Office administrative nj&®*®
which is effective on the date when the affidavits or supporting documents were due. The Lessee shall bear all responsibility for paying or cas#img
royalties to be paid as prescribed by the due date provided herein. Payment of the delinquency penalty shall in no way operate to prohibit the State's
right of forfeiture as provided by law nor act to postpone the date on which royalties were originally due. The above penalty provisions shall not apply in
cases of title dispute as to the State's portion of the royalty or to that portion of the royalty in dispute as to fair market value.

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

(B) PERMITS, DRILLING RECORDS. Written notice of all operations on this lease shall be submitted to the Commissioner of the General
Land Office by Lessee or operator five (5) days before spud date, workover, re-entry, lemporary abandonment or plug and abandonment of any well or
wells. Such written notice to the General Land Office shall include copies of Railroad Commission forms for application to drill. Copies of well tests,
completion reports and plugging reports shall be supplied to the General Land Office at the time they are filed with the Texas Railroad Commission. All
applications, permits, reports or other filings that reference this lease or any specific well on the leased-premises Leasehold Estate and that are
submitted lo the Texas Railroad Commission or any other governmental agency shall include the word “State” in the title. Additionally, in accordance
with Railroad Commission rules, any signage on the leased-premises Leasehold Estate for the purpose of identifying wells, tank batteries or other
associated improvements to the land must also include the word “State.” Lessee shall supply the General Land Office with any records, memoranda,
accounts, reports, cullings and cores, or other information relative to the operation of the above-described premises, which may be requested by the
General Land Office, in addition to those herein expressly provided for. Lessee shall have an electrical and/or radioactivity survey made on the bore-hole
section, from the base of the surface casing to the total depth of well, of all wells drilled on the above described premises and shall transmit a true copy
of the log of each survey on each well to the General Land Office within fifteen (15) days after the making of said survey.

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

11. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, during the primary term hereof and prior to discovery
and production of oil or gas on said land, Lessee should drill a dry hole or holes thereon, or if during the primary term hereof and after the discovery and
actual production of oil or gas from the leased-premises Leasehold Estate such production thereof should cease from any cause, this lease shall not
terminate if on or before the expiration of sixty (60) days from date of completion of said dry hole or cessation of production Lessee commences
additional drilling or reworking operations thereon, or pays or tenders the next annual delay rental in the same manner as provided in this lease. If,
during the last year of the primary term or within sixty (60) days prior thereto, a dry hole be completed and abandoned, or the production of oil or gas
should cease for any cause, Lessee’s rights shall remain in full force and effect without further operations until the expiration of the primary term; and if
Lessee has not resumed production in paying quantities at the expiration of the primary term, Lessee may maintain this lease by conducting additional
drilling or reworking operations pursuant to Paragraph 13, using the expiration of the primary term as the date of cessation of production under
Paragraph 13. Should the first well or any subsequent well drilled on the above described land be completed as a shut-in oil or gas well within the
primary term hereof, Lessee may resume payment of the annual rental in the same manner as provided herein on or before the rental paying date
following the expiration of sixty (60) days from the date of completion of such shut-in oil or gas well and upon the failure to make such payment, this
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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-premices
Leasehold Estate, payments may be made in accordance with the shut-in provisions hereof.

12. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. If, at the expiration of the primary term, neither oil nor gas is
being produced on said land, but Lessee is then engaged in drilling or reworking operations thereon, this lease shall remain in force so long as
operations on said well or for drilling or reworking of any additional wells are prosecuted in good faith and in workmanlike manner without interruptions
totaling more than sixty (60) days during any one such operation, and if they result in the production of oil and/or gas, so long thereafter as oil and/or gas
is produced in paying quantities from said land, or payment of shut-in oil or gas well royalties or compensatory royalties is made as provided in this
lezse.

13. CESSATION, DRILLING, AND REWORKING. If, after the expiration of the primary term, production of oil or gas from the leased
premises Leasehold Estate, after once obtained, should cease from any cause, this lease shall not terminate if Lessee commences additional drilling or
reworkmg 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 producuon 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 Leasehold Estate
in paying quantilies 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 3s «
Lessee continues drilling or reworking operations in good faith and in a workmanlike manner without interruptions totaling more than sixty (60) 83ys" *
Lessee shall give written notice to the General Land Office within thirty (30) days of any cessation of production. i

14. SHUT-IN ROYALTIES. For purposes of this paragraph, “well” means any well that has been assigned a well number by the state
agency having jurisdiction over the production of oil and gas. If, at any time after the expiration of the primary term of a lease that, until being shut in,
was being maintained in force and effect, a well capable of producing oil or gas in paying quantities is located on the leased-premises Li hold .
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—m oil or

royalty an amount equal to One Hundred Dollars ($100.00) per acre no longer maintained due to a shut-in well

lease, but not less than $1, 200 a year for each well capable of producung oul or gas in paylng quantmes

.
¢ 3 IO E - d 3 acre. To be effective, each hnual
shul»in ml or gas royally musl be pa|d on or bafore (1) the explrauon of lhe pnmary term (2) 60 days after the Lessee ceases to produce oil or gas fmmu
the leased-premises Leasehold Estate, or (3) 60 days after Lessee completes a drilling or reworking operation in accordance with the lease provtsxln
whichever date is latest. Such payment shall be made one-half (1/2) to the Commissioner of the General Land Office and one-half (1/2) to the owner of
the soil. If the shut-in oil or gas royalty is paid, the lease shall be considered to be a producing lease and the payment shall extend the term of the lease
for a period of one year from the end of the primary term, or from the first day of the month following the month in which production ceased, and, after
that, if no suitable production facilities or suitable market for the oil or gas exists, Lessee may extend the Iease for feur one more successive-perods-of
ene-{H year by paying Five Hundred Dollars ($500.00) per acre no longer maintained due to a shi well the-same-amount-each-year on or before the
expiration of each the first shut-in year.

15. COMPENSATORY ROYALTIES. If, during the period the lease is kept in effect by payment of the shut-in oil or gas royalty, oil or
gas is sold and delivered in paying quantities from a well located within one thousand (1,000) feet of the leased-premises Leasehold Estate and
completed in the same producing reservoir, or in any case in which drainage is occurring, the right to continue to maintain the lease by paying the shut-in
oil or gas royalty shall cease, but the lease shall remain effective for the remainder of the year for which the royalty has been paid. The Lessee may
maintain the lease for four more successive years by Lessee paying compensatory royalty at the royalty rate provided in the lease of the market value of
production from the well causing the drainage or which is completed in the same producing reservoir and within one thousand (1,000) feet of the leased
premises Leasehold Estate. The compensatary royalty is to be paid monthly, one-half (1/2) to the Commissioner of the General Land Office and one-half
(1/2) to the owner of the soil, beginning on or before the last day of the month following the month in which the oil or gas is produced from the well
causmg the drainage or that is completed in the same producing reservoir and located within one thousand (1,000) feet of the leased-premises

Leasehold Estate. If the compensatory royally paid in any 12-month period is an amount less than the annual shut-in oil or gas royalty, Lessee shall pay
an amount equal to the difference within thirty (30) days from the end of the 12-month period. Compensatory royalty payments which are not timely paid
will accrue penalty and interest in accordance with Paragraph 9 of this lease. None of these provisions will relieve Lessee of the obligation of reasonable
development nor the obligation to drill offsetl wells as provided in Texas Natural Resources Code 52.173; however, at the determination of the
Commissioner, and with the Commissioner’s written approval, the payment of compensatory royalties can satisfy the obligation to drill offset wells.

16. RETAINED ACREAGE. Notwithstanding any provision of this lease to the contrary, after a well producing or capable of producing
oil or gas has been completed on the leased-premises Leasehold Estate, 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 Leasehold Estate 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 Leasehold Estate, EXCEPT (1) 40 acres surrounding each oil well capable of producing in paying quantities
and 320 acres surrounding each gas well capable of producing in paying quantities (including a shut-in oil or gas well as provided in Paragraph 14
hereof), or a well upon which Lessee is then engaged in continuous drilling or reworking operations, or (2) the number of acres included in a producing
poaled unit pursuant to Texas Natural Resources Code 52.151-52.154, or (3) such greater or lesser number of acres as may then be allocated for
production purposes to a proration unit for each such producing well under the rules and regulations of the Railroad Commission of Texas, or any
successor agency, or other governmental authority having jurisdiction. If at any time after the effective date of the partial termination provisions hereof,
the applicable field rules are changed or the well or wells located thereon are reclassified so that less acreage is thereafter allocated to said well or wells
for production purposes, this lease shall thereupon terminate as to all acreage nol thereafter allocated to said well or wells for production purposes.
Notwithstanding the termination of this lease as to a portion of the lands covered hereby, Lessee shall nevertheless continue to have the right of ingress
to and egress from the lands still subject to this lease for all purposes described in Paragraph 1 hereof, together with easements and rights-of-way for
exisling roads, existing pipelines and other existing facilities on, over and across all the lands described in Paragraph 1 hereof (“the retained lands"), for
access to and from the retained lands and for the gathering or transportation of oil, gas and other minerals produced from the retained lands.

(B) HORIZONTAL. In the event this lease is in force and effect two (2) years after the expiration date of the primary or extended term it shall
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further terminate as to all depths below 100 feet below the total depth drilled (hereinafter “deeper depths”) in each well located on acreage retained in
Paragraph 16 (A) above, unless on or before two (2) years after the primary or extended term Lessee pays an amount equal to one-half (1/2) of the
bonus originally paid as consideration for this lease (as specified on page 1 hereof). If such amount is paid, this lease shall be in force and effect as to
such deeper depths, and said termination shall be delayed for an additional period of two (2) years and so long thereafter as oil or gas is produced in
paying quantities from such deeper depths covered by this lease.

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

17. OFFSET WELLS. Neither the bonus, delay rentals, nor royalties paid, or to be paid, under this lease shall relieve Lessee of his
obligation to protect the oil and gas under the above-described land from being drained. Lessee, sublessee, receiver or other agent in control of the
leased-premises Leasehold Estate shall drill as many wells as the facts may justify and shall use appropriate means and drill to a depth nacessary *e° e
prevent undue drainage of oil and gas from the leased-premises Leasehold Estate. In addition, if oil and/or gas should be produced in comme!dal®
quantities within 1,000 feet of the leased-premises Leasehold Estate, or in any case where the leased-premises Leasehold Estate is being drained by
production of oil or gas, the Lessee, sublessee, receiver or other agent in control of the leased-premises Leasehold Estate shall in good faith begin the
drilling of a well or wells upon the leased-premises Leasehold Estate within 100 days after the draining well or wells or the well or wells completed within
1,000 feet of the leased-premises_Leasehold Estate start producing in commercial quantities and shall prosecute such drilling with diligence. Fauune-lo-.
salisfy the statutory offset obligation may subject this lease and the owner of the soil's agency rights to forfeiture. Only upon the determination Ofethes
Commissioner of the General Land Office and with his written approval may the payment of compensatory royalty under applicable statutory parameters
satisfy the obligation to drill an offset well or wells required under this paragraph.

. LA R .l

18. FORCE MAJEURE. If, after a good faith effort, Lessee is prevented from complying with any express or implied covenant of 1Di5e e
lease, from conducting drilling operations on the leased-premises Leasehold Estate, or from producing oil or gas from the leased-premises
Estate by reason of war, rebellion, riots, strikes, acts of God, or any valid order, rule or regulation of government authority, then while so prevented,
Lessee's obligation to comply with such covenant shall be suspended and Lessee shall not be liable for damages for failure to comply with such
covenants; additionally, this lease shall be extended while Lessee is prevented, by any such cause, from conducting drilling and reworking operations or
from producing oil or gas from the leased-premises Leasehold Estate. However, nothing in this paragraph shall suspend the payment of delay rentals in
order to maintain this lease in effect during the primary term in the absence of such drilling or reworking operations or production of oil or gas.

19. WARRANTY CLAUSE. Fhe-ewne

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soil owns less than the entire undivided surface estate in the above
described land, whether or not Lessee's interest is specified herein, then the royalties and rental herein provided to be paid to the owner of the soil shall
be paid to him in the proportion which his interest bears to the entire undivided surface estate and the royalties and rental herein provided to be paid to
the Commissioner of the General Land Office of the State of Texas shall be likewise proportionately reduced. However, before Lessee adjusts the
royalty or rental due to the Commissioner of the General Land Office, Lessee or his authorized representative must submit to the Commissioner of the
General Land Office a written statement which explains the discrepancy between the interest purportedly leased under this lease and the actual interest
owned by the owner of the soil. The Commissioner of the General Land Office shall be paid the value of the whole production allocable to any undivided
interest not covered by a lease, less the proportionate development and production cost allocable to such undivided interest. However, in no event shall
the Commissioner of the General Land Office receive as a royalty on the gross production allocable to the undivided interest not leased an amount less
than the value of one-sixteenth (1/16) of such gross production.

(B) REDUCTION OF PAYMENTS. If, during the primary term, a portion of the land covered by this lease is included within the boundaries
of a pooled unit that has been approved by the School Land Board and the owner of the soil in accordance with Natural Resources Code Sections
52.151-52.154, or if, at any time after the expiration of the primary term or the extended term, this lease covers a lesser number of acres than the total
amount described herein, payments that are made on a per acre basis hereunder shall be reduced according to the number of acres pooled, released,
surrendered, or otherwise severed, so that payments determined on a per acre basis under the terms of this lease during the primary term shall be
calculated based upon the number of acres outside the boundaries of a pooled unit, or, if after the expiration of the primary term, the number of acres
actually retained and covered by this lease.

21, USE OF WATER. Lessee shall have the right to use water produced on said land necessary for operations under this lease except
water from wells or tanks of the owner of the soil; provided, however, Lessee shall not use potable water or water suitable for livestock or irrigation
purposes for waterflood operations without the prior consent of the owner of the soil.

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

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

24. WELL LOCATION LIMIT. No well shall be drilled nearer than two hundred (200) feet to any house or barn now on said premises

without the written consent of the owner of the soil.
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25; POLLUTION. In developing this area, Lessee shall use the highest degree of care and all proper safeguards to prevent pollution.
Without limiting the foregoing, pollution of coastal wetlands, natural waterways, rivers and impounded water shall be prevented by the use of
containment facilities sufficient to prevent spillage, seepage or ground water contamination. In the event of pollution, Lessee shall use all means at its
disposal to recapture all escaped hydrocarbons or other pollutant and shall be responsible for all damage to public and private properties. Lessee shall
build and maintain fences around its slush, sump, and drainage pits and tank batteries so as to protect livestock against loss, damage or injury; and
upon completion or abandonment of any well or wells, Lessee shall fill and level all slush pits and cellars and completely clean up the drilling site of all
rubbish thereon. Lessee shall, while conducting operations on the leased-premises_Leasehold Estate, keep said premises free of all rubbish, cans,
bottles, paper cups or garbage, and upon completion of operations shall restore the surface of the land to as near its original condition and contours as
is practicable. Tanks and equipment will be kept painted and presentable.

26. REMOVAL OF EQUIPMENT. Subject to limitations in this paragraph, Lessee shall have the right to remove machinery and fixtures
placed by Lessee on the leased-premises_Leasehold Estate, including the right to draw and remove casing, within one hundred twenty (120) days after
the expiration or the termination of this lease unless the owner of the soil grants Lessee an extension of this 120-day period. However, Lessee may not
remove casing from any well capable of producing oil and gas in paying quantities. Additionally, Lessee may not draw and remove casing until after thirty
(30) days written notice to the Commissioner of the General Land Office and to the owner of the soil. The owner of the soil shall become the owner of
any machinery, fixtures, or casing which are not timely removed by Lessee under the terms of this paragraph.

27. (A) ASSIGNMENTS. Under the conditions contained in this paragraph and Paragraph 29 of this lease, the rights and estates of either
party to this lease may be assigned, in whole or in part, and the provisions of this lease shall extend to and be binding upon their heirs, devisees /#83*,
representatives, successors and assigns. However, a change or division in ownership of the land, rentals, or royalties will not enlarge the obligatiorts®of®
Lessee, diminish the rights, privileges and eslates of Lessee, impair the effectiveness of any payment made by Lessee or impair the effectiveness of any
act performed by Lessee. And no change or division in ownership of the land, rentals, or royalties shall bind Lessee for any purpose until thirty (30) days
after the owner of the soil (or his heirs, devisees, legal representatives or assigns) fumnishes the Lessee with satisfactory written evidence of the change
in ownership, including the original recorded muniments of title (or a certified copy of such original) when the ownership changed because of ae
conveyance. A total or partial assignment of this lease shall, to the extent of the interest assigned, relieve and discharge Lessee of all subsetjygh, *
obligations under this lease. If this lease is assigned in its entirety as to only part of the acreage, the right and option to pay rentals shall be apportioneg
as between the several owners ratably, according to the area of each, and failure by one or more of them to pay his share of the rental shall not affect,
this lease on the part of the land upon which pro rata rentals are timely paid or tendered; however, if the assignor or assignee does not file a ce!l!fm"
copy of such assignment in the General Land Office before the next rental paying date, the entire lease shall terminate for failure to pay the entire rental
due under Paragraph 3. Every assignee shall succeed to all rights and be subject to all obligations, liabilities, and penalties owed to the State b.y he'*
original lessee or any prior assignee of the lease, including any liabilities to the State for unpaid royalties. e

(B) ASSIGNMENT LIMITATION. Notwithstanding any provision in Paragraph 27(a), if the owner of the soil acquires this lease in whole or in
part by assignment without the prior written approval of the Commissioner of the General Land Office, this lease is void as of the time of assignment and
the agency power of the owner may be forfeited by the Commissioner. An assignment will be treated as if it were made to the owner of the soil if the
assignee is:

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

(2) a corporation or subsidiary in which the owner of the soil is a principal stockholder or is an employee of such a corporation or subsidiary;

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

(4) a principal stockholder or employee of the corparation which is the owner of the soil;

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

(6) a fiduciary for the owner of the soil; including but not limited to a guardian, trustee, executor, administrator, receiver, or conservator for the

owner of the soil; or

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

28. RELEASES. Under the conditions contained in this paragraph and Paragraph 29, Lessee may at any time execute and deliver to
the owner of the soil and place of record a release or releases covering any portion or portions of the leased-premises_Leasehold Estate, and thereby
surrender this lease as to such portion or portions, and be relieved of all subsequent obligations as to acreage surrendered. If any part of this lease is
properly surrendered, the delay rental due under this lease shall be reduced by the proportion that the surrendered acreage bears to the acreage which
was covered by this lease immediately prior to such surrender; however, such release will not relieve Lessee of any liabilities which may have accrued
under this lease prior to the surrender of such acreage.

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

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

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

32. FORFEITURE. If Lessee shall fail or refuse to make the payment of any sum within thirty days after it becomes due, or if Lessee or
an authorized agent should knowingly make any false return or false report 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
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Land Board, or the Railroad Commission, or if Lessee should refuse the proper authority access to the records pertaining to operations, or if Lessee or
an authorized agent should knowingly fail or refuse to give correct information to the proper authority, or knowingly fail or refuse to fumish the General
Land Office a correct log of any well, or if Lessee shall knowingly violate any of the material provisions of this lease, or if this lease is assigned and the
assignment is not filed in the General Land Office as required by law, the rights acquired under this lease shall be subject to forfeiture by the
Commissioner, and he shall forfeit same when sufficiently informed of the facts which authorize a forfeiture, and when forfeited the area shall again be
subject to lease under the terms of the Relinquishment Act. However, nothing herein shall be construed as waiving the automatic termination of this
lease by operation of law or by reason of any special limitation arising hereunder. Forfeitures may be set aside and this lease and all rights thereunder
reinstated before the rights of another intervene upon satisfactory evidence to the Commissioner of the General Land Office of future compliance with
the provisions of the law and of this lease and the rules and regulations that may be adopted relative hereto.

33. LIEN. In accordance with Texas Natural Resources Code 52.136, the State shall have a first lien upon all oil and gas produced from
the area covered by this lease to secure payment of all unpaid royalty and other sums of money that may become due under this lease. By acceptance
of this lease, Lessee grants the State, in addition to the lien provided by Texas Natural Resources Code 52.136 and any other applicable statutory lien,
an express contractual lien on and securily interest in all leased minerals in and extracted from the leased-premises_Leasehold Estate, 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_Leasehold Estate 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 Owner of the
Soil may suffer by reason of Lessee's breach of any covenant or condition of this lease, whether express or implied. This lien and security interest may
be foreclosed with or without court proceedings in the manner provided in the Title 1, Chap. 9 of the Texas Business and Commerce Code. Legt8g*,
agrees that the Commissioner may require Lessee to execute and record such instruments as may be reasonably necessary to acknowledge, attach'r*®
perfect this lien. Lessee hereby represents that there are no prior or superior liens arising from and relating to Lessee’s activities upon the abover
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.

e @

34. POOLING. Lessee is hereby granted the right to pool or unitize the royalty interest of the owner of the soil under this lease witf aﬂ?. i
other leasehold or mineral interest for the exploration, development and production of oil or gas or either of them upon the same terms as shall bg
approved by the School Land Board and the Commissioner of the General Land Office for the pooling or unitizing of the interest of the State undey this,,
lease pursuant to Texas Natural Resources Code 52.151-52.154. The owner of the soil agrees that the inclusion of this provision in this lease safjsfieee
the execution requirements stated in Texas Natural Resources Code 52.152. Sse

.

35. INDEMNITY. Lessee hereby releases and discharges the State of Texas and the owner of the soil, their officers, emploﬁé&;’.
partners, agents, contractors, subcontractors, guests, invitees, and their respeclive successors and assigns, of and from all and any actions and causes
of action of every nature, or other harm, including environmental harm, for which recovery of damages is sought, including, but not limited to, all losses
and expenses which are caused by the activities of Lessee, its officers, employees, and agents arising out of, incidental to, or resulting from, the
operations of or for Lessee on the leased-premises Leasehold Estate hereunder, or that may arise out of or be occasioned by Lessee’s breach of any of
the terms or provisions of this Agreement, or by any other negligent or strictly liable act or omission of Lessee. Further, Lessee hereby agrees to be
liable for, exonerate, indemnify, defend and hold harmless the State of Texas and the owner of the soil, their officers, employees and agents, their
successors or assigns, against any and all claims, liabilities, losses, damages, actions, personal injury (including death), costs and expenses, or other
harm for which recovery of damages is sought, under any theory including tort, contract, or strict liability, including attorneys' fees and other legal
expenses, including those related to environmental hazards, on the leased-premises_Leasehold Estate or in any way related to Lessee's failure to
comply with any and all environmental laws; those arising from or in any way related to Lessee's operations or any other of Lessee’s activities on the
leased-premises_Leasehold Estate; those arising from Lessee's use of the surface of the leased-premises_Leasehold Estate; and those that may arise
out of or be occasioned by Lessee's breach of any of the terms or provisions of this Agreement or any other act or omission of Lessee, its directors,
officers, employees, partners, agents, contractors, subcontractors, guests, invitees, and their respective successors and assigns. Each assignee of this
Agreement, or an interest therein, agrees lo be liable for, exonerate, indemnify, defend and hold harmless the State of Texas and the owner of the soil,
their officers, employees, and agents in the same manner provided above in connection with the activities of Lessee, its officers, employees, and agents
as described above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF THE INDEMNITY OBLIGATIONS AND\OR LIABILITIES
ASSUMED UNDER THE TERMS OF THIS AGREEMENT SHALL BE WITHOUT LIMITS AND WITHOUT REGARD TO THE CAUSE OR CAUSES
THEREOF (EXCLUDING PRE-EXISTING CONDITIONS), STRICT LIABILITY, OR THE NEGLIGENCE OF ANY PARTY OR PARTIES (INCLUDING
THE NEGLIGENCE OF THE INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE BE SOLE, JOINT, CONCURRENT, ACTIVE, OR PASSIVE.

36. ENVIRONMENTAL HAZARDS. Lessee shall use the highest degree of care and all reasonable safeguards to prevent
contamination or pollution of any environmental medium, including soil, surface waters, groundwater, sediments, and surface or subsurface strata,
ambient air or any other environmental medium in, on, or under, the leased-prerises Leasehold Estate, by any waste, pollutant, or contaminant. Lessee
shall not bring or permit to remain on the leased-premises_Leasehold Estate any asbestos containing materials, explosives, toxic materials, or
substances regulated as hazardous wastes, hazardous materials, hazardous substances (as the term “Hazardous Substance" is defined in the
Comprehensive Environmental Response, Compensation and Liability Act (CERCLA), 42 U.S.C. Sections 9601, et seq.), or toxic substances under any
feceral, state, or local law or regulation (*“Hazardous Materials"), except ordinary products commonly used in connection with oil and gas exploration and
development operations and stored in the usual manner and quantities. LESSEE’S VIOLATION OF THE FOREGOING PROHIBITION SHALL
CCONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND DEFEND THE
STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST ANY CLAIMS, DAMAGES, JUDGMENTS, PENALTIES, LIABILITIES,
AND COSTS (INCLUDING REASONABLE ATTORNEYS’ FEES AND COURT COSTS) CAUSED BY OR ARISING OUT OF (1) A VIOLATION OF
THE FOREGOING PROHIBITION OR (2) THE PRESENCE, RELEASE, OR DISPOSAL OF ANY HAZARDOUS MATERIALS ON, UNDER, OR
ABOUT THE LEASED-RREMISES_LEASEHOLD ESTATE DURING LESSEE'S OCCUPANCY OR CONTROL OF THE LEASED-RREMISES
LEASEHOLD ESTATE. LESSEE SHALL CLEAN UP, REMOVE, REMEDY AND REPAIR ANY SOIL OR GROUND WATER CONTAMINATION AND
DAMAGE CAUSED BY THE PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER, OR ABOUT THE LEASED
PREMISES LEASEHOLD ESTATE DURING LESSEE’S OCCUPANCY OF THE LEASED-RREMISES LEASEHOLD ESTATE IN CONFORMANCE
WITH THE REQUIREMENTS OF APPLICABLE LAW. THIS INDEMNIFICATION AND ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO,
LIABILITY FOR RESPONSE ACTIONS UNDERTAKEN PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGULATION.
LESSEE SHALL IMMEDIATELY GIVE THE STATE OF TEXAS AND THE OWNER OF THE SOIL WRITTEN NOTICE OF ANY BREACH OR
SUSPECTED BREACH OF THIS PARAGRAPH, UPON LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON
RECEIVING A NOTICE FROM ANY GOVERNMENTAL AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED
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PREMISES_LEASEHOLD ESTATE. THE OBLIGATIONS OF LESSEE HEREUNDER SHALL SURVIVE THE EXPIRATION OR EARLIER
TERMINATION, FOR ANY REASON, OF THIS AGREEMENT.

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

38. EXECUTION. This oil and gas lease must be signed and acknowledged by the Lessee before it is filed of record in the county
records and in the General Land Office of the State of Texas. Once the filing requirements found in Paragraph 39 of this lease have been satisfied, the
effective date of this lease shall be the date found on Page 1.

39. LEASE FILING. Pursuant to Chapter 9 of the Texas Business and Commerce Code, this lease must be filed of record in the office
of the County Clerk in any county in which all or any part of the leased-premises Leasehold Estate is located, and certified copies thereof must be filed in
the General Land Office. This lease is not effective until a certified copy of this lease (which is made and certified by the County Clerk from his records)
is filed in the General Land Office in accordance with Texas Natural Resources Code 52.183. Additionally, this lease shall not be binding upon the State
unless it recites the actual and true consideration paid or promised for execution of this lease. The bonus due the Stale and the prescribed filing fee shall
accompany such certified copy to the General Land Office.

ADDENDUM PARAGRAPHS 40, 41, 42,43, 44, and 45 e
ee @
40. SURFACE USE COVENANTS. Lessee's nights of ingress and egress, use of the surface of the Leasehold Estate, use of water

from the Leasehold Estate, and all other physical aclivities thereon, shall be governed by the Oil and Gas Surface Use Covenants which are attached

hereto as Exhibit A. In the event of a conflict between the provisions of this Lease and the printed provisions of said Oil and Gas Surface Use

Covenants, said Covenants shall prevail. b
L

L]
41. OWNER OF THE SOIL, TIME FOR PAYMENT OF ROYALTIES. Lessee agrees and undertakes to pay or tender all royaltles”

otherwise accruing hereunder to the interest of the Owner of the Soil simultaneously with the payment or tendering thereof of royalties accruing to th®
interest of the State of Texas. Should payment or tender of royalties accruing to the interest of the Owner of the Soil not be so timely made, then LE3s88% «
shall be subject to the same penalties in favor of the Owner of the Soil for late payments made to the Commissioner of the General Land Office as set
forth in Paragraph 9 hereof. sese
LA L X
42, ROYALTY INFORMATION. In addition to other information required to be furnished by Lessee to the Owner of the Soil, either by
law or under the terms of this lease, within thirty (30) days following receipt of Owner of the Soil's written request, Lessee shall promptly provide Owner
of the Soil with sufficient information for Owner of the Soil to monitor and calculate all royaity payments due Owner of the Soil hereunder. If Lessee does
not have access to the requested information, Lessee will have thirty (30) days from the date upon which such information becomes available to Lessee
to provide same to Owner of the Soil. If such information is not so provided or is incorrect or incomplete, Lessee extends for four years, or the longest
period allowed by law if less, the applicable time period for any defense based upon the statute of limitations, /aches or any other delay in bringing suit,
with respect to any matter which would reasonably have been revealed by such information, even if Owner of the Soil had access to relevant information
from other sources, it being intended that Owner of the Soil may rely upon Lessee to keep it fully and truthfully informed without the necessity of
obtaining information from other sources. Lessee hereby grants Owner of the Soil a lien on the Leasehold Estate to secure the timely and proper
payment of royalties and other sums due hereunder, all interest thereon, and all expenses of collecting delinquent or improper royalty payments
including, but not limited to, attorney, paralegal, and legal assistant fees, expert wilness fees, all associated expenses, and court costs. Said lien shall
be in the same manner and form as the lien granted the State of Texas in Paragraph 33 hereof, but ranking subordinate thereto.

43. INFORMATION TO BE PROVIDED BY LESSEE. Lessee shall advise Owner of the Soil in writing as to the location of each well
drilled upon the Leasehold Estate, or on lands pooled therewith, on or before seven (7) days after commencement of operations, and shall advise Owner
of the Soil in writing as o the date of completion or abandonment of each well drilled within thirty (30) days after such completion or abandonment.
Lessee agrees to furnish Owner of the Soil with all well drilling, completion and production data, reports, title opinions, logs, and information when
specifically requested by Owner of the Soil. Lessee agrees that immediately following this instrument being recorded in the county records where the
Leasehold Estate is located that Lessee will provide Owner of the Soil with a copy of this fully recorded instrument as it appears in said records.

45. UNIT DESIGNATION. Should Lessee elect to exercise the power to pool given it by Paragraph 34 of this lease, then Lessee shall
execute and record a written unit designation describing all tracts and leases included in the pooled unit, and containing a surveyor's plat of the pooled
unit, in the records of the county in which the land is located. A copy of the pooled unit designation showing recording information shall be promptly
furnished to owner of the soil. A pooled unit is strictly limited to the Leasehold Estate and will automatically terminate if this lease expires as to the part
of the Leasehold Estate included in the pooled unit.

46. MINIMUM ROYALTY. “Minimum Royalty Year" shall be each year which commences (a) with the first day that a royalty payment
on actual production of il or gas becomes due hereunder and (b) on each anniversary of that date thereafter, for so long as production of oil and gas is
obtained by Lessee in paying quantities as set out in numerical paragraph 2 above or shut-in royalties are paid by Lessee as required in numerical
paragraph 14 above. Lessor shall always receive, from the delay rentals and royalties payable hereunder, at least $100.00 (ONE HUNDRED
DOLLARS AND NO CENTS) during each Minimum Royally Year for each acre held in force under this lease at the beginning of the Minimum Royalty
Year, and this amount shall be referred to as the “minimum royalty amount.” If Lessor receives less than the minimum royalty amount during a Minimum
Rovyalty Year, then it is agreed that the State of Texas shall be entitled to have this Lease declared cancelled or forfeited, unless on or before sixty (60)
days after the end of that Minimum Royalty Year, Lessee pays or tenders to Lessor the difference between the total of delay rental, production royalty
and shut-in gas royalties received during the Minimum Royalty Year and the minimum royalty amount. Any sums which may be paid by Lessee for
surface or waler use or damages, or for any reason other than as delay rentals and royalties, shall not be included in calculating whether the minimum
royzlly amount has been paid. Beginning as of the date upon which this lease is executed, the minimum royalty amount shall be adjusted on the first
day of each calendar year applying the overhead adjustment factor most recently published by the Council of Petroleum Accountants Societies, Inc. Itis
understood and agreed that any minimum royalty payments shall be divided and paid one-half (1/2) to the State of Texas and one-half (1/2) to the
Owner of the Soil.

Executed on the dates indicated below but effective for all purposes as of the date first above written.
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LESSOR: LESSEE:

State of Texas by its Agent Marshall Energy, L.L.C.
McGary Family Trust - Kelly Separate Property
Kelly McGary, Trustee

By: Bank of America, N.A., Agent

or S

V “
Name: J.N. Long, RPL Nafhe: John Michael Martin
Title: Vice President Title: Manager
Lease: 30 5 30
Address: 901 Main St. FI. 17 Address: 6215 Grovewood Ln.
Dallas, TX 75202-3738 Houston, TX 77008-3217 -
.l. .. o
STATE OF TEXAS §
§
COUNTY OF DALLAS § e S
L

Before me, the undersigned, a Notary Public in and for said County and State, on this day personally appeared J.N. Long, Vice President of Bank of
America, N.A., known to me to be the person whose name is subscribed to the foregoing instrument, and acknowledged to me thal he executeg the
same for the purposes and consideration therein expressed, in the capacity therein stated, and as the act and deed of said Bank in the capacity th.eoe'ill ..

stated.

asve

Given under my hand and seal of office this the ‘{h day of August, 2014.

BRANDON PERDUE § %&’ (Fe—

Notary Public in and for the State of Texas
Notary Public »

X
STATE OF TEXAS  §

My Comm. Exp. 02-14-18 (]
e i i degladolll

STATE OF TEXAS §
§
COUNTY OF-BALEAS 4424  §
Before me, the undersigned, a Notary Public in and for said County and State, on this day personally appeared John Michael Martin, Manager of

Marshall Energy, L.L.C., known to me to be the person whose name is subscribed to the foregoing instrument, and acknowledged to me that he
execuled the same for the purposes and consideration therein expressed, in the capacity therein stated, and as the act and deed of said limited liability

company in the capacity therein stated.
/{/_4 A 4&,

Notary Public in and or the State of Texas

. - 57
Given under my hand and seal of office this the ,Z day of August, 2014.

MICHAEL REES ELENDER &
NOTARYPUBLUC  F

STATE OF TEXAS
MY COMM. EXR.5-19-2016

Page 9 of 11



EXHIBIT “A”

BANK OF AMERICA, N. A.
SURFACE AMENDMENTS

Attached to and made a part of that certain Qil & Gas Lease dated the 30" day of July, 2014, by and between the State of Texas, by and
through McGary Family Trust — Kelly Separate Property; Kelly McGary, Trustee; Bank of America, N.A., Agent its agent as Owner of the Soil
(Lessor), and Marshall Energy, L.L.C. (Lessee).

1. It is understood and agreed that Lessee, its successor or assigns, shall pay actual damages to Owner of the Soil and/or Surface
Lessee for any damage done to crops, pasture land, timber, fences, water wells, buildings, roads, culverts or other improvements as
well as livestock owned by the Owner of the Soil and/or Surface Lessee located on the lease premises, resulting from their use by
Lessee in connection with geophysical exploration thereof, or other mineral development thereon, by Lessee, its successors or
assigns. Upon the cessation of drilling at each well location, the abandonment of said lease or sumender thereof, Lessee, its
successor or assigns, shall then level all drilling pits and other excavations and shall pay for and repair all damage done, or cause to
be done, to buildings, fences, roads, culverts, turf, water wells and/or other improvements and to restore same to their original
condition within 90 days after the cessation of activity. No drilling mud shall be spread on surface lands of Owner of the Soil without s
express written consent of Owner of the Soil. Guidelines or parameters for any surface damage payments shall be agreed on in N
advance, and in writing, by Owner of the Soil and Lessee. o

2. Lessee's right to use water from the lease premises shall not include the right to use fresh water from any fresh water sands or
strata underlying the lease premises for any secondary recovery operations that may be conducted on the Leasehold Estate.
Lessee shall have the right to use fresh water from wells or surface impoundments only with the expressed permission of the Owner ¢ &

of the Soil and after negotiations for payment for use of water are completed. L2
-
3. All operations of Lessee shall be conducted so as to minimize the amount of surface land used or damaged by Lessee and Lessee P
agrees to construct not more than one road to each location on the Leasehold Estate and to confine all travel incident to the drilling .
and production of such well to the single road. All roads constructed by Lessee shall be of good quality and suitable for all-weather Sene

use. The routes for all roads shall by mutually agreed upon between Owner of the Soil and Lessee before the commencement of i
any road construction. Lessee agrees to maintain all roads used by Lessee on the Leasehold Estate in good condition and repair
during the period of Lessee's operations on the lease premises. The surface owner shall have the right to use all roads on the

Leasehold Estate.

4. Itis understood and agreed that this lease does not cover or include any right or privilege of hunting with firearms and/or with dogs
or otherwise on the Leasehold Estate or fishing on the Leasehold Estate, unless otherwise agreed to in writing with owners of said
rights; all such hunting and fishing rights being expressly reserved, and Lessee agrees that none of the Lessee's officers, agents
employees or representatives will bring any dogs and/or firearms upon the Leasehold Estate, and that any one so doing shall be
trespassers and subject to prosecution as such.

5. Prior to erecting new storage tanks, pipelines compressor stations or other usual facilities required by Lessee for producing oil and
gas and operating this lease, Lessee shall advise Owner of the Soil of Lessee's intention. Owner of the Soil must be advised in
writing of the proposed location of the facility at least 30 days prior to the onset of construction and would have the right to negotiate
a change, if Owner of the Soil can present a valid reason for re-location of the facility.

6. Lessee, prior to the construction of any new road or the cutting, altering and removal of any existing fence on the Leasehold Estate,
or the cutting or removal of any tree on the Leasehold Estate, shall notify Owner of the Soil of such intention. If Owner of the Soil
can provide valid, reasonable rationale for retaining unusually valuable specimen trees or trees that add meaningful value to the
land then Lessee will abide by such wishes as fully as possible. . Lessee shall dispose of all brush, trees, trash and debris away
from the property. Under no circumstances will trash, garbage or debris be buried or dumped on the property or adjacent lands of
Owner of the Soil. Brush and trees may be buried or bumned on the property only with written permission from owner or his
representative.

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

8. Each drill site location shall be constructed so as to result in the least interference with surface usage as reasonably practicable
under the circumstances. All pits shall be constructed and lined so as not to pollute the adjoining land at the request of Owner of the
Soil. Lessee shall take all reasonable precautions necessary to prevent land, air and water pollution, including pollution to all
underground fresh water zones. Lessee shall collect all trash which accumulates in connection with his operations and remove such
trash from the Leasehold Estate. Lessee shall take all reasonable precautions to prevent blowouts from occurring on the Leasehold
Eslate. Lessee shall utilize only such area around each producing well as is reasonably necessary for such purposes, and Lessee
shall restore the remainder of such drill site to its original condition as nearly as possible within a reasonable time after the
completion of operations on each drill site where no producing well is located, Lessee shall clear the location, remove all equipment
placed upon the drill site by the Lessee, clean out and back fill all pits, and return the surface of the drill site to its original condition
as nearly as possible. Lessee shall construct and maintain gates at all places where any roads used by Lessee cross through
fences on the Leasehold Estate, and Lessee shall keep such gates locked when not actually passing through such gates. Upon
termination of Lessee's operations on the Leasehold Estate, Lessee shall restore the surface of all lands utilized by Lessee, and not
therelofore restored, to their original condition as nearly as possible. Within six (6) months after the termination of this Lease,
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10.

11.

12.

13.

14.

15.

Lessee shall remove any and all property placed by Lessee on the Leasehold Estate or Owner of the Soil shall cause same to be
removed at Lessee's expense.

Lessee is to comply with all Federal and State regulations.

Lessee agrees to pay for damages resulting from any operations after initial construction/drilling is completed. Lessee shall pay
market value for any and all livestock lost as a result of lessee's operations under this lease.

All pipelines are to be buried 36 inches below the ground, which will be from the top of the pipe to the surface of the ground. Only
crude oil and natural gas (no other derivatives) and water will be allowed to be transported through any pipelines located on the
property.

Lessee shall not conduct any operations within three hundred (300) feet of any homestead, living quarters or livestock watering
facilities without express consent of Owner of the Soil.

Lessee hereby acknowledges that if the Leasehold Estate is subject to a Crop Reserve Program, Lessee agrees to compensate
Owner of the Soil fully and completely for any penalty or other loss of subsidy or income that Owner of the Soil would otherwise
receive in the absence of Lessee's activities or those of Lessee's employees, agents, servants, contractors, licensees or permittees

on the Leasehold Estate.

It is understood and agreed that any surface damages paid under the terms of this lease shall be divided and paid one-half (1/2) to
the State of Texas and one-half (1/2) to the Owner of the Soil.

Lessee's right to the use of the surface of the Leasehold Estate is non-exclusive. Without limiting the generality of the foregoing, the
Owner of the Soil may use, or permit third parties to use, the Leasehold Estate for the surface location of wells bottomed or with
their terminus on other lands so long as such wells do not violate applicable spacing regulations and are not perforated in or
otherwise open to producing formations directly under the Leasehold Estate. The Owner of the Soil shall have the right, as between
the Owner of the Soil and Lessee, to allow third parties to conduct geophysical operations on the Leasehold Estate.

Signed for Identification only.

McGary Family Trust — Kelly Separate Property
Kelly McGary, Trustee

Bank of America, N.A., Agent

§

Name: J.N. Long

Title: Vice President

s

e o
L] L]
e @
.
. .
Sssene
L

Ssee
LA LY
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General Land Office FILED FOR RECORD

Relinquishment Act Lease Form REEVES COUNTY, TEZAS
Bitined, Soptmber 193! Aug 08, 2014 5t 05:53:00 AM

whHe Sitate of @e Lt

Augtin, Texas

OIL AND GAS LEASE

THIS AGREEMENT is made and entered into this 30th day of July ,2014____ | between the State of Texas, acting
by and through its agent, McGary Living Trust — SPH; Brian McGary, Trustee; Bank of America, N.A., Agent

of Post Office Box 830308; Dallas, Texas 75283-0308,

(Give Permanent Address) 4 S
L
said agent herein referred to as the owner of the soil (whether one or more), and Marshall Energy, L.L.C.
of 6215 Grovewood Lane; Houston, Texas 77008-3217 hereinafter called Lessee.
(Give Permanent Address) T
L] - .

1. GRANTING CLAUSE. For and in consideration of the amounts stated below and of the covenants and agreements to be paid, kept and
performed by Lessee under this lease, the State of Texas acting by and through the owner of the soil, hereby grants, leases and lets unto Lessee for
the sole and only purpose of prospecting and drilling for and producing oil and gas, laying pipe lines, building tanks, storing oil and building paw
stations, telephone lines and other structures thereon, to produce, save, take care of, treat and transport said products of the lease, the following lands
situated in Reeves County, State of Texas, to-wit: -

. 0: L]
Texas & Pacific Railway Company Survey
Section 34, Block 56, Township 2 South, A-2216

containing 640.000 acres, more or less. The bonus consideration paid for this lease is as follows:

To the State of Texas: Three Hundred Forty-Six Thousand Six Hundred Sixty-Six Dollars and Sixty-Seven Cents_
Dollars ($346,666.67 )

To the owner of the soil: Three Hundred Forty-Six Thousand Six Hundred Sixty-Six Dollars and Sixty-Seven Cents___
Dollars ($346,666.67 )

Total bonus consideration: Six Hundred Ninety-Three Thousand Three Hundred Thirty-Three Dollars and Thirty-Four Cents
Dollars ($693,333.34 )

The total bonus consideration paid represents a bonus of Six Thousand Dollars and No Cents
($6,500.00 ) per acre, on one hundred six and two-thirds (106-2/3) net acres.

2. TERM. Subject to the other provisions in this lease, this lease shall be for a term of THREE (3) years from
this date (herein called “primary term”) and as long thereafter as oil and gas, or either of them, is produced in paying quantities from said land. As used
in this lease, the term “produced in paying quantities” means that the receipts from the sale or other authorized commercial use of the substance(s)
covered exceed out of pocket operational expenses for the six months last past.

3. DELAY RENTALS. If no well is commenced on the leased premises on or before one (1) year from this date, this lease shall terminate,
unless on or before such anniversary date Lessee shall pay or tender to the owner of the soil or to his credit in the
Bank of America, N.A. Bank, at 901 Main St.; Dallas, Texas 75202
or its successors (which shall continue as the depository regardless of changes in the ownership of said land), the amount specified below; in addmon
Lessee shall pay or tender to the COMMISSIONER OF THE GENERAL LAND OFFICE OF THE STATE OF TEXAS, AT AUSTIN, TEXAS, a like sum on
or before said date. Payments under this paragraph shall operate as a rental and shall cover the privilege of deferring the commencement of a well for
one (1) year from said date. Payments under this paragraph shall be in the following amounts:
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To the owner of the soil: One Hundred Dollars and No Cents
. Dollars ($ 100.00 )

To the State of Texas: One Hundred Dollars and No Cents,
Dollars ($ 100.00 )

Total Delay Rental: Two Hundred Dollars and No Cents

Dollars ($200.00 )

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

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

(A) OIL. Royalty payable on oil, which is defined as including all hydrocarbons produced in a liquid form at the mouth of the well and also as
all condensate, distillate, and other liquid hydrocarbons recovered from oil or gas run through a separator or other equipment, as hereinafter provided,
shall be 1/4 part of the gross production or the market value thereof, at the option of the owner of the soil or the Commissioner of the General
Land Office, such value to be determined by 1) the highest posted price, plus premium, if any, offered or paid for oil, condensate, distillate, or other liquid
hydrocarbons, respectively, of a like type and gravity in the general area where produced and when run, or 2) the highest market price thereof offered or
paid in the general area where produced and when run, or 3) the gross proceeds of the sale thereof, whichever is the greater. Lessee agrees that before
any gas produced from the leased-premises Leasehold Estate is sold, used or processed in a plant, it will be run free of cost to the royalty owners
through an adequate oil and gas separator of conventional type, or other equipment at least as efficient, so that all liquid hydrocarbons recoverable from
the gas by such means will be recovered. The requirement that such gas be run through a separator or other equipment may be waived, in writimg, h)‘
the royalty owners upon such terms and conditions as they prescribe. “en .

-

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

L

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

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

6. ROYALTY IN KIND. Notwithstanding any other provision in this lease, at any time or from time to time, the owner of the soil or the
Commissioner of the General Land Office may, at the option of either, upon not less than sixty (60) days notice to the holder of the lease, require that the
payment of any royaities accruing to such royalty owner under this lease be made in kind. The owner of the soil's or the Commissioner of the General
Land Office’s right to take its royalty in kind shall not diminish or negate the owner of the soil's or the Commissioner of the General Land Office’s rights
or Lessee's obligations, whether express or implied, under this lease.
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7. NO DEDUCTIONS. Lessee agrees that all royalties accruing under this lease (including those paid in kind) shall be without
deduction for the cost of producing, gathering, storing, separating, treating, dehydrating, compressing, processing, transporting, and otherwise making
the oil, gas and other products hereunder ready for sale or use. Lessee agrees to compute and pay royalties on the gross value received, including any
reimbursements for severance taxes and production related costs.

8. PLANT FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as may represent this lease's proportionate share of
any fuel used to process gas produced hereunder in any processing plant. Notwithstanding any other provision of this lease, and subject to the written
consent of the owner of the soil and the Commissioner of the General Land Office, Lessee may recycle gas for gas lift purposes on the leased-premises
Leasehold Estate or for injection into any oil or gas producing formation underlying the leased-premises Leasehold Estate after the liquid hydrocarbons
contained in the gas have been removed; no royalties shall be payable on the recycled gas until it is produced and sold or used by Lessee in a manner
which entities the royalty owners to a royalty under this lease.

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

Payment of royalty on production of cil 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, dispaosition and market value including gas meter readings, pipeline receipts, gas line receipts and
other checks or memoranda of amount produced and put into pipelines, tanks, or pools and gas lines or gas storage, and any other reports or records
which the General Land Office may require to verify the gross production, disposition and market value. In all cases the authority of a manager or agent
to act for the Lessee herein must be filed in the General Land Office. Each royalty payment shall be accompanied by a check stub, schedule, summary
or other remittance advice showing by the assigned General Land Office lease number the amount of royalty being paid on each lease. If Lessee pays
his royalty on or before thirty (30) days after the royalty payment was due, then Lessee owes a penalty of 5% on the royalty or $25.00, whichever is
greater. A royalty payment which is over thirty (30) days late shall accrue a penalty of 10% of the royalty due or $25.00 whichever is greater. In addition
to a penalty, royalties shall accrue interest at a rate of 12% per year; such interest will begin to accrue when the royalty is sixty (60) days overdue.
Affidavits and supporting documents which are not filed when due shall incur a penalty in an amount set by the General Land Office administratiyg, ruje
which is effective on the date when the affidavits or supporting documents were due. The Lessee shall bear all responsibility for paying or tgydige
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 Staje's
right of forfeiture as provided by law nor act to postpone the date on which royalties were originally due. The above penalty provisions shall not apply in
cases of title dispute as to the State's portion of the royalty or to that portion of the royalty in dispute as to fair market value.

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually fumish the Commissioner of the General Land fice
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 alter
entering into or making such contracts, agreements or amendments. Such contracts and agreements when received by the General Land Office skhalb
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 walls?
tanks, pools, meters, and pipelines shall at all times be subject to inspection and examination by the Commissioner of the General Land Offtct} the
Attorney General, the Governor, or the representative of any of them.

(B) PERMITS, DRILLING RECORDS. Written notice of all operations on this lease shall be submitted to the Commissioner of the General
Land Office by Lessee or operator five (5) days before spud date, workover, re-entry, temporary abandonment or plug and abandonment of any well or
wells. Such written notice to the General Land Office shall include copies of Railroad Commission forms for application to drill. Copies of well tests,
completion reports and plugging reports shall be supplied to the General Land Office at the time they are filed with the Texas Railroad Commission. All
applications, permits, reports or other filings that reference this lease or any specific well on the leased-premises Leasehold Estate and that are
submitted to the Texas Railroad Commission or any other governmental agency shall include the word “State” in the title. Additionally, in accordance
with Railroad Commission rules, any signage on the leased-premises Leasehold Estate for the purpose of identifying wells, tank batteries or other
associated improvements to the land must also include the word “State.” Lessee shall supply the General Land Office with any records, memoranda,
accounts, reports, cuttings and cores, or other information relative to the operation of the above-described premises, which may be requested by the
General Land Office, in addition to those herein expressly provided for. Lessee shall have an electrical and/or radioactivity survey made on the bore-hole
section, from the base of the surface casing to the total depth of well, of all wells drilled on the above described premises and shall transmit a true copy
of the log of each survey on each well to the General Land Office within fifteen (15) days after the making of said survey.

(C) PENALTIES. Lessee shall incur a 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 Gzneral Land Office.

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

12, DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. If, at the expiration of the primary term, neither oil nor gas is
being produced on said land, but Lessee is then engaged in drilling or reworking operations thereon, this lease shall remain in force so long as
operations on said well or for drilling or reworking of any additional wells are prosecuted in good faith and in workmanlike manner without interruptions
totaling more than sixty (60) days during any one such operation, and if they resuit in the production of oil and/or gas, so long thereafter as oil and/or gas
is produced in paying quantities from said land, or payment of shut-in oil or gas well royalties or compensatory royalties is made as provided in this
lease.

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

14. SHUT-IN ROYALTIES. For purposes of this paragraph, “well” means any well that has been assigned a well number by the state
agency having jurisdiction over the production of oil and gas. If, at any time after the expiration of the primary term of a lease that, until being shut in,
was being maintained in force and effect, a well capable of producing oil or gas in paying quantities is located on the leased-premises Leasehold Estate,
but oil or gas is not being produced for lack of suutable producnon facnlmes or fack of a suitable market, then Lessee may pay as a shut-in oil or gas
royalty an amount equal to ndre: re no lon hut-in well double-the-anpus-feniahprovsed i the
Leaee but not Iess lhan $1 200 a year for each well capable of producnng onl or gas in paymg quantlt:es MWWW

5 = g 00}-perasere. To be effective, each initial
shut-ln onl or gas royalty must be pald on or before (1) the explrauon of the prlmary term (2) 60 days after the Lessee ceases to produce oil or gag fropn
the leased-premises Leasehold Estate, or (3) 60 days after Lessee completes a drilling or reworking operation in accordance with the lease pro¥igjchs®
whichever date is latest. Such payment shall be made one-half (1/2) to the Commissioner of the General Land Office and one-half (1/2) to the owne[ of
the soil. If the shut-in oil or gas royalty is paid, the lease shall be considered to be a producing lease and the payment shall extend the term of the lease
for a period of one year from the end of the primary term, or from the first day of the month following the month in which production ceased, and, after
that, if no suitable producnon facilities or suitable market for the oil or gas ex|sts Lessee may extend the Iease for fewr one more sueeeeswe—peﬂede-el
ene{H year by paying Eive Hundred Doll -in well the-same-ameunt-each-year on or beioretho
expiration of eaeh the first shut-in year.

15. COMPENSATORY ROYALTIES. If, during the period the lease is kept in effect by payment of the shut-in oil or gas royaltyseib 6
gas is sold and delivered in paying quantities from a well located within one thousand (1,000) feet of the leased-premises Leasehold Estdte 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 st
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 Lesst&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 Leasehold Estate. The compensatory royalty is to be paid monthly, one-half (1/2) to the Commissioner of the General Land Office and one-half
(1/2) to the owner of the soil, beginning on or before the last day of the month following the month in which the oil or gas is produced from the well
causing the drainage or that is completed in the same producing reservoir and located within one thousand (1,000) feet of the leased-premises

Leasehold Estate. If the compensatory royalty paid in any 12-month period is an amount less than the annual shut-in oil or gas royalty, Lessee shall pay
an amount equal to the difference within thirty (30) days from the end of the 12-month period. Compensatory royalty payments which are not timely paid
will accrue penalty and interest in accordance with Paragraph 9 of this lease. None of these provisions will relieve Lessee of the obligation of reasonable
development nor the obligation to drill offset wells as provided in Texas Natural Resources Code 52.173; however, at the determination of the
Commissioner, and with the Commissioner's written approval, the payment of compensatory royalties can satisfy the obligation to drill offset wells.

16. RETAINED ACREAGE. Notwithstanding any provision of this lease to the contrary, after a well producing or capable of producing
oil or gas has been completed on the leased-premises Leasehold Estate, 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 Leasehold Estate 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 Leasehald Estate, EXCEPT (1) 40 acres surrounding each oil well capable of producing in paying quantities
and 320 acres surrounding each gas well capable of producing in paying quantities (including a shut-in oil or gas well as provided in Paragraph 14
hereof), or a well upon which Lessee is then engaged in continuous drilling or reworking operations, or (2) the number of acres included in a producing
pooled unit pursuant to Texas Natural Resources Code 52.151-52.154, or (3) such greater or lesser number of acres as may then be allocated for
production purposes to a proration unit for each such producing well under the rules and regulations of the Railroad Commission of Texas, or any
successor agency, or other governmental authority having jurisdiction. If at any time after the effective date of the partial termination provisions hereof,
the applicable field rules are changed or the well or wells located thereon are reclassified so that less acreage is thereafter allocated to said well or wells
for production purposes, this lease shall thereupon terminate as to all acreage not thereafter allocated to said well or wells for production purposes.
Notwithstanding the termination of this lease as to a portion of the lands covered hereby, Lessee shall nevertheless continue to have the right of ingress
to and egress from the lands still subject to this lease for all purposes described in Paragraph 1 hereof, together with easements and rights-of-way for
existing roads, existing pipelines and other existing facilities on, over and across all the lands described in Paragraph 1 hereof (“the retained lands"), for
access to and from the retained lands and for the gathering or transportation of oil, gas and other minerals produced from the retained lands.

(B) HORIZONTAL. In the event this lease is in force and effect two (2) years after the expiration date of the primary or extended term it shall
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further terminate as to all depths below 100 feet below the total depth drilled (hereinafter “deeper depths”) in each well located on acreage retained in
Paragraph 16 (A) above, unless on or before two (2) years after the primary or extended term Lessee pays an amount equal to one-half (1/2) of the
bonus originalty paid ds consideration for this lease (as specified on page 1 hereof). If such amount is paid, this lease shall be in force and effect as to
such deeper depths, and said termination shall be delayed for an additional period of two (2) years and so long thereafter as oil or gas is produced in
paying quantities from such deeper depths covered by this lease.

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

17. OFFSET WELLS. Neither the bonus, delay rentals, nor royalties paid, or to be paid, under this lease shall relieve Lessee of his
obligation to protect the oil and gas under the above-described land from being drained. Lessee, sublessee, receiver or other agent in control of the
leased-premises Leasehold Estate shall drill as many wells as the facts may justify and shall use appropriate means and drill to a depth necessary to
prevent undue drainage of oil and gas from the leased-premises Leasehold Estate. In addition, if oil and/or gas should be produced in commercial
quantities within 1,000 feet of the leased-premises Leasehold Estate, or in any case where the leased-premises Leasehold Estate is being drained by
production of ail or gas, the Lessee, sublessee, receiver or other agent in control of the leased-prefises Leasehold Estate shall in good faith begin the
drilling of a well or wells upon the leased-prertises Leasehold Estate within 100 days after the draining well or wells or the well or wells completed within
1,000 feet of the leased-premises_Leasehold Estate start producing in commercial quantities and shall prosecute such drilling with diligence. Failure to
satisfy the statutory offset obligation may subject this lease and the owner of the soil's agency rights to forfeiture. Only upon the determination of the
Commissioner of the General Land Office and with his written approval may the payment of compensatory royalty under applicable statutory parameters
satisfy the obligation to drill an offset well or wells required under this paragraph.

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

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soil owns less than the entire undivided surface estate in the above
described land, whether or not Lessee's interest is specified herein, then the royalties and rental herein provided to be paid to the owner of the soil shall
be paid to him in the proportion which his interest bears to the entire undivided surface estate and the royalties and rental herein provided to be paid to
the Commissioner of the General Land Office of the State of Texas shall be likewise proportionately reduced. However, before Lessee adjusts the
royalty or rental due to the Commissioner of the General Land Office, Lessee or his authorized representative must submit to the Commissioner of the
General Land Office a written statement which explains the discrepancy between the interest purportedly leased under this lease and the actual interest
owned by the owner of the soil. The Commissioner of the General Land Office shall be paid the value of the whole production allocable to any undivided
interest not covered by a lease, less the proportionate development and production cost allocable to such undivided interest. However, in no event shall
the Commissioner of the General Land Office receive as a royalty on the gross production allocable to the undivided interest not leased an amount less
than the value of one-sixteenth (1/16) of such gross production.

(B) REDUCTION OF PAYMENTS. If, during the primary term, a portion of the land covered by this lease is included within the boundaries
of a pooled unit that has been approved by the School Land Board and the owner of the soil in accordance with Natural Resources Code Sections
52.151-52.154, or if, at any time after the expiration of the primary term or the extended term, this lease covers a lesser number of acres than the total
amount described herein, payments that are made on a per acre basis hereunder shall be reduced according to the number of acres pooled, released,
surrendered, or otherwise severed, so that payments determined on a per acre basis under the terms of this lease during the primary term shall be
calculated based upon the number of acres outside the boundaries of a pooled unit, or, if after the expiration of the primary term, the number of acres
actually retained and covered by this lease.

21. USE OF WATER. Lessee shall have the right to use water produced on said land necessary for operations under this lease except
water from wells or tanks of the owner of the soil; provided, however, Lessee shall not use potable water or water suitable for livestock or irrigation
purposes for waterflood operations without the prior consent of the owner of the soil.

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

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

24, WELL LOCATION LIMIT. No well shall be drilled nearer than two hundred (200) feet to any house or barn now on said premises

without the written consent of the owner of the soil.
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25, POLLUTION. In developing this area, Lessee shall use the highest degree of care and all proper safeguards to prevent pollution.
Without limiting the foregoing, pollution of coastal wetlands, natural waterways, rivers and impounded water shall be prevented by the use of
containment facilities sufficient to prevent spillage, seepage or ground water contamination. In the event of pollution, Lessee shall use all means at its
disposal to recapture all escaped hydrocarbons or other pollutant and shall be responsible for all damage to public and private properties. Lessee shall
build and maintain fences around its slush, sump, and drainage pits and tank batteries so as to protect livestock against loss, damage or injury; and
upon completion or abandonment of any well or wells, Lessee shall fill and level all slush pits and cellars and completely clean up the drilling site of all
rubbish thereon. Lessee shall, while conducting operations on the leased-premises_Leasehold Estate, keep said premises free of all rubbish, cans,
bottles, paper cups or garbage, and upon completion of operations shall restore the surface of the land to as near its original condition and contours as
is practicable. Tanks and equipment will be kept painted and presentable.

26. REMOVAL OF EQUIPMENT. Subject to limitations in this paragraph, Lessee shall have the right to remove machinery and fixtures
placed by Lessee on the leased-premises Leasehold Estate, including the right to draw and remove casing, within one hundred twenty (120) days after
the expiration or the termination of this lease unless the owner of the soil grants Lessee an extension of this 120-day period. However, Lessee may not
remove casing from any well capable of producing oil and gas in paying quantities. Additionally, Lessee may not draw and remove casing until after thirty
(30) days written notice to the Commissioner of the General Land Office and to the owner of the soil. The owner of the soil shall become the owner of
any machinery, fixtures, or casing which are not timely removed by Lessee under the terms of this paragraph.

27. (A) ASSIGNMENTS. Under the conditions contained in this paragraph and Paragraph 29 of this lease, the rights and estates of either
party to this lease may be assigned, in whole or in part, and the provisions of this lease shall extend to and be binding upon their heirs, devisees, legal
representatives, successors and assigns. However, a change or division in ownership of the land, rentals, or royalties will not enlarge the obligations of
Lessee, diminish the rights, privileges and estates of Lessee, impair the effectiveness of any payment made by Lessee or impair the effectiveness of any
act performed by Lessee. And no change or division in ownership of the land, rentals, or royalties shall bind Lessee for any purpose until thirty (30) days
after the owner of the soil (or his heirs, devisees, legal representatives or assigns) furnishes the Lessee with satisfactory written evidence of the change
in ownership, including the original recorded muniments of title (or a certified copy of such original) when the ownership changed because of a
conveyance. A total or partial assignment of this lease shall, to the extent of the interest assigned, relieve and discharge Lessee of all subsequent
obligations under this lease. If this lease is assigned in its entirety as to only part of the acreage, the right and option to pay rentals shall be apportioned
as between the several owners ratably, according to the area of each, and failure by one or more of them to pay his share of the rental shall not affect
this lease on the part of the land upon which pro rata rentals are timely paid or tendered; however, if the assignor or assignee does not file a certified
copy of such assignment in the General Land Office before the next rental paying date, the entire lease shall terminate for failure to pay the entire sental
due under Paragraph 3. Every assignee shall succeed to all rights and be subject to all obligations, liabilities, and penalties owed to the Staté by'thé
original lessee or any prior assignee of the lease, including any liabilities to the State for unpaid royalties. .

(B) ASSIGNMENT LIMITATION. Notwithstanding any provision in Paragraph 27(a), if the owner of the soil acquires this lease in whole or in
part by assignment without the prior written approval of the Commissioner of the General Land Office, this lease is void as of the time of assignmand aad
the agency power of the owner may be forfeited by the Commissioner. An assignment will be treated as if it were made to the owner of the sbi i™th®

assignee is: .
(1) a nominee of the owner of the soil; . ®
(2) a corporation or subsidiary in which the owner of the soil is a principal stockholder or is an employee of such a corporation or subsigi&Pfs**
(3) a partnership in which the owner of the soil is a partner or is an employee of such a partnership; e
(4) a principal stockholder or employee of the corporation which is the owner of the soil; ek

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

(6) a fiduciary for the owner of the soil; including but not limited to a guardian, trustee, executor, administrator, receiver, or conservator for the
owner of the soil; or

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

28. RELEASES. Under the conditions contained in this paragraph and Paragraph 29, Lessee may at any time execute and deliver to
the owner of the soil and place of record a release or releases covering any portion or portions of the leased-premises_Leasehold Estate, and thereby
surrender this lease as to such portion or portions, and be relieved of all subsequent obligations as to acreage surrendered. If any part of this lease is
properly surrendered, the delay rental due under this lease shall be reduced by the proportion that the surrendered acreage bears to the acreage which
was covered by this lease immediately prior to such surrender; however, such release will not relieve Lessee of any liabilities which may have accrued
under this lease prior to the surrender of such acreage.

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

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

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

32, FORFEITURE. If Lessee shall fail or refuse to make the payment of any sum within thirty days after it becomes due, or if Lessee or
an authorized agent should knowingly make any false return or false report concemning 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
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Land Board, or the Railroad Commission, or if Lessee should refuse the proper authority access to the records pertaining to operations, or if Lessee or
an authorized agent should knowingly fail or refuse to give correct information to the proper authority, or knowingly fail or refuse to furnish the General
Land Office a correct log of any well, or if Lessee shall knowingly violate any of the material provisions of this lease, or if this lease is assigned and the
assignment is not filed in the General Land Office as required by law, the rights acquired under this lease shall be subject to forfeiture by the
Commissioner, and he shall forfeit same when sufficiently informed of the facts which authorize a forfeiture, and when forfeited the area shall again be
subject to lease under the terms of the Relinquishment Act. However, nothing herein shall be construed as waiving the automatic termination of this
lease by operation of law or by reason of any special limitation arising hereunder. Forfeitures may be set aside and this lease and all rights thereunder
reinstated before the rights of another intervene upon satisfactory evidence to the Commissioner of the General Land Office of future compliance with
the provisions of the law and of this lease and the rules and regulations that may be adopted relative hereto.

33. LIEN. In accordance with Texas Natural Resources Code 52.136, the State shall have a first lien upon all oil and gas produced from
the area covered by this lease to secure payment of all unpaid royalty and other sums of money that may become due under this lease. By acceptance
of this lease, Lessee grants the State, in addition to the lien provided by Texas Natural Resources Code 52.136 and any other applicable statutory lien,
an express contractual lien on and security interest in all leased minerals in and extracted from the leased-premises_Leasehold Estate, 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-presmises_Leasehold Estate 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 Owner of the
Soil may suffer by reason of Lessee's breach of any covenant or condition of this lease, whether express or implied. This lien and security interest may
be foreclosed with or without court proceedings in the manner provided in the Title 1, Chap. 9 of the Texas Business and Commerce Code. Lessee
agrees that the Commissioner may require Lessee to execute and record such instruments as may be reasonably necessary to acknowledge, attach or
perfect this lien. Lessee hereby represents that there are no prior or superior liens arising from and relating to Lessee's activities upon the above-
described property or from Lessee's acquisition of this lease. Should the Commissioner at any time determine that this representation is not true, then
the Commissioner may declare this lease forfeited as provided herein.

34. POOLING. Lessee is hereby granted the right to pool or unitize the royalty interest of the owner of the soil under this lease with any
other leasehold or mineral interest for the exploration, development and production of oil or gas or either of them upon the same terms as shall be
approved by the School Land Board and the Commissioner of the General Land Office for the pooling or unitizing of the interest of the State under this
lease pursuant to Texas Natural Resources Code 52.151-52.154. The owner of the soil agrees that the inclusion of this provision in this lease satisfies

the execution requirements stated in Texas Natural Resources Code 52.152. AN
*e 9
35. INDEMNITY. Lessee hereby releases and discharges the State of Texas and the owner of the soil, their officers, employees,

partners, agents, contractors, subcontractors, guests, invitees, and their respective successors and assigns, of and from all and any actions and causes
of action of every nature, or other harm, including environmental harm, for which recovery of damages is sought, including, but not limited to, all losses
and expenses which are caused by the activities of Lessee, its officers, employees, and agents arising out of, incidental to, or resulting froaw tae
operations of or for Lessee on the leased-premises_Leasehold Estate hereunder, or that may arise out of or be occasioned by Lessee's breach cﬂ‘an}r.o?
the terms or provisions of this Agreement, or by any other negligent or strictly liable act or omission of Lessee. Further, Lessee hereby agrees tq be
liable for, exonerate, indemnify, defend and hold harmless the State of Texas and the owner of the soil, their officers, employees and agengs, thgir
successors or assigns, against any and all claims, liabilities, losses, damages, actions, personal injury (including death), costs and expenses, DF Bt
harm for which recovery of damages is sought, under any theory including tort, contract, or strict liability, including attorneys’ fees and other Jggal
expenses, including those related to environmental hazards, on the leased-premises_Leasehold Estate or in any way related to Lessee's fgij§g to
comply with any and all environmental laws; those arising from or in any way related to Lessee's operations or any other of Lessee's activities on the
leased-premises_Leasehold Estate; those arising from Lessee's use of the surface of the leased-premises_Leasehold Estate; and those that may arise
out of or be occasioned by Lessee's breach of any of the terms or provisions of this Agreement or any other act or omission of Lessee, its directors,
officers, employees, partners, agents, contractors, subcontractors, guests, invitees, and their respective successors and assigns. Each assignee of this
Agreement, or an interest therein, agrees to be liable for, exonerate, indemnify, defend and hold harmless the State of Texas and the owner of the sail,
their officers, employees, and agents in the same manner provided above in connection with the activities of Lessee, its officers, employees, and agents
as described above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF THE INDEMNITY OBLIGATIONS AND\OR LIABILITIES
ASSUMED UNDER THE TERMS OF THIS AGREEMENT SHALL BE WITHOUT LIMITS AND WITHOUT REGARD TO THE CAUSE OR CAUSES
THEREOF (EXCLUDING PRE-EXISTING CONDITIONS), STRICT LIABILITY, OR THE NEGLIGENCE OF ANY PARTY OR PARTIES (INCLUDING
THE NEGLIGENCE OF THE INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE BE SOLE, JOINT, CONCURRENT, ACTIVE, OR PASSIVE.

36. ENVIRONMENTAL HAZARDS. Lessee shall use the highest degree of care and all reasonable safeguards to prevent
contamination or pollution of any environmental medium, including soil, surface waters, groundwater, sediments, and surface or subsurface strata,
ambient air or any other environmental medium in, on, or under, the leased-premises_Leasehold Estate, by any waste, pollutant, or contaminant. Lessee
shall not bring or permit to remain on the leased—premises_Leasehold Estate any asbestos containing materials, explosives, toxic materials, or
substances regulated as hazardous wastes, hazardous materials, hazardous substances (as the term “Hazardous Substance” is defined in the
Comprehensive Environmental Response, Compensation and Liability Act (CERCLA), 42 U.S.C. Sections 9601, et seq.), or toxic substances under any
federal, state, or local law or regulation (“Hazardous Materials"), except ordinary products commonly used in connection with oil and gas exploration and
development operations and stored in the usual manner and quantities. LESSEE'S VIOLATION OF THE FOREGOING PROHIBITION SHALL
CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND DEFEND THE
STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST ANY CLAIMS, DAMAGES, JUDGMENTS, PENALTIES, LIABILITIES,
AND COSTS (INCLUDING REASONABLE ATTORNEYS' FEES AND COURT COSTS) CAUSED BY OR ARISING OUT OF (1) A VIOLATION OF
THE FOREGOING PROHIBITION OR (2) THE PRESENCE, RELEASE, OR DISPOSAL OF ANY HAZARDOUS MATERIALS ON, UNDER, OR
ABOUT THE LEASEDPREMISES LEASEHOLD ESTATE DURING LESSEE'S OCCUPANCY OR CONTROL OF THE LEASED-PRREMISES
LEASEHOLD ESTATE. LESSEE SHALL CLEAN UP, REMOVE, REMEDY AND REPAIR ANY SOIL OR GROUND WATER CONTAMINATION AND
DAMAGE CAUSED BY THE PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER, OR ABOUT THE LEASED
PREMISES_LEASEHOLD ESTATE DURING LESSEE’'S OCCUPANCY OF THE LEASED-RPREMISES LEASEHOLD ESTATE IN CONFORMANCE
WITH THE REQUIREMENTS OF APPLICABLE LAW. THIS INDEMNIFICATION AND ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO,
LIABILITY FOR RESPONSE ACTIONS UNDERTAKEN PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGULATION.
LESSEE SHALL IMMEDIATELY GIVE THE STATE OF TEXAS AND THE OWNER OF THE SOIL WRITTEN NOTICE OF ANY BREACH OR
SUSPECTED BREACH OF THIS PARAGRAPH, UPON LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON
RECEIVING A NOTICE FROM ANY GOVERNMENTAL AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED
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PREMISES_LEASEHOLD ESTATE. THE OBLIGATIONS OF LESSEE HEREUNDER SHALL SURVIVE THE EXPIRATION OR EARLIER
TERMINATION, FOR ANY REASON, OF THIS AGREEMENT.

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

38. EXECUTION. This oil and gas lease must be signed and acknowledged by the Lessee before it is filed of record in the county
records and in the General Land Office of the State of Texas. Once the filing requirements found in Paragraph 39 of this lease have been satisfied, the
effective date of this lease shall be the date found on Page 1.

39. LEASE FILING. Pursuant to Chapter 9 of the Texas Business and Commerce Code, this lease must be filed of record in the office

of the County Clerk in any county in which all or any part of the leased-premises Leasehold Estate is located, and certified copies thereof must be filed in
the General Land Office. This lease is not effective until a certified copy of this lease (which is made and certified by the County Clerk from his records)
is filed in the General Land Office in accordance with Texas Natural Resources Code 52.183. Additionally, this lease shall not be binding upon the State
unless it recites the actual and true consideration paid or promised for execution of this lease. The bonus due the State and the prescribed filing fee shall
accompany such certified copy to the General Land Office.

ADDENDUM PARAGRAPHS 40, 41, 42, 43, 44, and 45

40. SURFACE USE COVENANTS. Lessee's rights of ingress and egress, use of the surface of the Leasehold Estate, use of water
from the Leasehold Estate, and all other physical activities thereon, shall be governed by the Oil and Gas Surface Use Covenants which are attached
hereto as Exhibit A. In the event of a conflict between the provisions of this Lease and the printed provisions of said Oil and Gas Surface Use
Covenants, said Covenants shall prevail.

41. OWNER OF THE SOIL, TIME FOR PAYMENT OF ROYALTIES. Lessee agrees and undertakes to pay or tender all royalties
otherwise accruing hereunder to the interest of the Owner of the Socil simultaneously with the payment or tendering thereof of royalties accruing to the
interest of the State of Texas. Should payment or tender of royalties accruing to the interest of the Owner of the Soil not be so timely made, then Lessee
shall be subject to the same penalties in favor of the Owner of the Soil for late payments made to the Commissioner of the General Land Office as set
forth in Paragraph 9 hereof. o E e

. @

42. ROYALTY INFORMATION. In addition to other information required to be furnished by Lessee to the Owner of the Soil, eithe? by
law or under the terms of this lease, within thirty (30) days following receipt of Owner of the Soil's written request, Lessee shall promptly provide Owner
of the Soil with sufficient information for Owner of the Soil to monitor and calculate all royalty payments due Owner of the Soil hereunder. If Lessee does
not have access to the requested information, Lessee will have thirty (30) days from the date upon which such information becomes available to, eesste
to provide same to Owner of the Soil. If such information is not so provided or is incorrect or incomplete, Lessee extends for four years, or the lemgest
period allowed by law if less, the applicable time period for any defense based upon the statute of limitations, /laches or any other delay in bringing suit,
with respect to any matter which would reasonably have been revealed by such information, even if Owner of the Soil had access to relevant infarmatien
from other sources, it being intended that Owner of the Soil may rely upon Lessee to keep it fully and truthfully informed without the necgdst *d¥
obtaining information from other sources. Lessee hereby grants Owner of the Soil a lien on the Leasehold Estate to secure the timely and péqRar
payment of royalties and other sums due hereunder, all interest thereon, and all expenses of collecting delinquent or improper royalty pgydgnts
including, but not limited to, attorney, paralegal, and legal assistant fees, expert witness fees, all associated expenses, and court costs. Said lien shall
be in the same manner and form as the lien granted the State of Texas in Paragraph 33 hereof, but ranking subordinate thereto.

43. INFORMATION TO BE PROVIDED BY LESSEE. Lessee shall advise Owner of the Soil in writing as to the location of each well
drilled upon the Leasehold Estate, or on lands pooled therewith, on or before seven (7) days after commencement of operations, and shall advise Owner
of the Soil in writing as to the date of completion or abandonment of each well drilled within thirty (30) days after such completion or abandonment.
Lessee agrees to furnish Owner of the Soil with all well drilling, completion and production data, reports, title opinions, logs, and information when
specifically requested by Owner of the Soil. Lessee agrees that immediately following this instrument being recorded in the county records where the
Leasehold Estate is located that Lessee will provide Owner of the Soil with a copy of this fully recorded instrument as it appears in said records.

45. UNIT DESIGNATION. Should Lessee elect to exercise the power to pool given it by Paragraph 34 of this lease, then Lessee shall
execute and record a written unit designation describing all tracts and leases included in the pooled unit, and containing a surveyor's plat of the pooled
unit, in the records of the county in which the land is located. A copy of the pooled unit designation showing recording information shall be promptly
furnished to owner of the soil. A pooled unit is strictly limited to the Leasehold Estate and will automatically terminate if this lease expires as to the part
of the Leasehold Estate included in the pooled unit.

46. MINIMUM ROYALTY. “Minimum Royalty Year” shall be each year which commences (a) with the first day that a royalty payment
on actual production of oil or gas becomes due hereunder and (b) on each anniversary of that date thereafter, for so long as production of oil and gas is
obtained by Lessee in paying quantities as set out in numerical paragraph 2 above or shut-in royalties are paid by Lessee as required in numerical
paragraph 14 above. Lessor shall always receive, from the delay rentals and royalties payable hereunder, at least $100.00 (ONE HUNDRED
DOLLARS AND NO CENTS) during each Minimum Royalty Year for each acre held in force under this lease at the beginning of the Minimum Royalty
Year, and this amount shall be referred to as the “minimum royalty amount.” If Lessor receives less than the minimum royalty amount during a Minimum
Royalty Year, then it is agreed that the State of Texas shall be entitled to have this Lease declared cancelled or forfeited, unless on or before sixty (60)
days after the end of that Minimum Royalty Year, Lessee pays or tenders to Lessor the difference between the total of delay rental, production royalty
and shut-in gas royalties received during the Minimum Royalty Year and the minimum royalty amount. Any sums which may be paid by Lessee for
surface or water use or damages, or for any reason other than as delay rentals and royalties, shall not be included in calculating whether the minimum
royalty amount has been paid. Beginning as of the date upon which this lease is executed, the minimum royalty amount shall be adjusted on the first
day of each calendar year applying the overhead adjustment factor most recently published by the Council of Petroleum Accountants Societies, Inc. Itis
understood and agreed that any minimum royalty payments shall be divided and paid one-half (1/2) to the State of Texas and one-half (1/2) to the
Owner of the Soil.

Executed on the dates indicated below but effective for all purposes as of the date first above written.
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LESSOR: LESSEE:

State of Texas by its Agent Marshall Energy, L.L.C.
McGary Living Trust - SPH

Brian McGary, Trustee

By: Bank of America, N.A., Agent

By QM By Mf' |

Name: J.N. Long, RPL “ Name: John Michael Martin

Title: Vice President Title: Manager

Lease: 5 O 52‘%

Address: 901 Main St. FI. 17 Address: 6215 Grovewood Ln.
Dallas, TX 75202-3738 Houston, TX 77008-3217

STATE OF TEXAS §

COUNTY OF DALLAS g

Befor2 me, the undersigned, a Notary Public in and for said County and State, on this day personally appeared J.N. Long, Vice President of Bank of
America, N.A., known to me to be the person whose name is subscribed to the foregoing instrument, and acknowledged to me that he executed the
same for the purposes and consideration therein expressed, in the capacity therein stated, and as the act and deed of said Bank in the capacity therein
stated.

e »
L
Given under my hand and seal of office this the qtw day of August, 2014. ".'
P Yo
BRANDON PERDUE Notary Public in and fdr the State of Texas L
Notary Public . .c
y STATE OF TEXAS . Ry
My Comm. Exp. 02-14-18 T
> OO - .s : .

STATE OF TEXAS §
§
COUNTY OF BALEAS— 44284  §
Before me, the undersigned, a Notary Public in and for said County and State, on this day personally appeared John Michael Martin, Manager of

Marshall Energy, L.L.C., known to me to be the person whose name is subscribed to the foregoing instrument, and acknowledged to me that he
executed the same for the purposes and consideration therein expressed, in the capacity therein stated, and as the act and deed of said limited liability

company in the capacity therein stated.
///:‘—[aﬁ-/ Z e %‘Z—

Notary Public in and for the State of Texas

5T
Given under my hand and seal of office this the .7 " day of August, 2014.

MICHAEL REES ELENDER
NOTARY PUBLIC
STATE OF TEXAS

MY COMM. EXP 5-19-2016
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EXHIBIT “A”

BANK OF AMERICA, N. A.
SURFACE AMENDMENTS

Attached to and made a part of that certain Oil & Gas Lease dated the 30" day of July, 2014, by and between the State of Texas, by and
through McGary Living Trust - SPH; Brian McGary, Trustee; Bank of America, N.A., Agent its agent as Owner of the Soil (Lessor), and
Marshall Energy, L.L.C. (Lessee).

1. Itis understood and agreed that Lessee, its successor or assigns, shall pay actual damages to Owner of the Soil and/or Surface
Lessee for any damage done to crops, pasture land, timber, fences, water wells, buildings, roads, culverts or other improvements as
well as livestock owned by the Owner of the Soil and/or Surface Lessee located on the lease premises, resulting from their use by
Lessee in connection with geophysical exploration thereof, or other mineral development thereon, by Lessee, its successors or
assigns. Upon the cessation of drilling at each well location, the abandonment of said lease or surrender thereof, Lessee, its
successor or assigns, shall then level all drilling pits and other excavations and shall pay for and repair all damage done, or cause to
be done, to buildings, fences, roads, culverts, turf, water wells and/or other improvements and to restore same to their original
condition within 90 days after the cessation of activity. No drilling mud shall be spread on surface lands of Owner of the Soil without
express written consent of Owner of the Soil. Guidelines or parameters for any surface damage payments shall be agreed on in
advance, and in writing, by Owner of the Soil and Lessee.

2. Lessee's right to use water from the lease premises shall not include the right to use fresh water from any fresh water sands or
strata underlying the lease premises for any secondary recovery operations that may be conducted on the Leasehold Estate.
Lessee shall have the right to use fresh water from wells or surface impoundments only with the expressed permission of the Owner
of the Soil and after negotiations for payment for use of water are completed.

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

Leasehold Estate.

4. Itis understood and agreed that this lease does not cover or include any right or privilege of hunting with firearms and/or with dogs
or otherwise on the Leasehold Estate or fishing on the Leasehold Estate, unless otherwise agreed to in writing with owners of said
rights; all such hunting and fishing rights being expressly reserved, and Lessee agrees that none of the Lessee's officers, agents
employees or representatives will bring any dogs and/or firearms upon the Leasehold Estate, and that any one so doing shall be ¢,.s%4
trespassers and subject to prosecution as such. 5

LA EX ]

5. Prior to erecting new storage tanks, pipelines compressor stations or other usual facilities required by Lessee for producing oil and ®ses
gas and operating this lease, Lessee shall advise Owner of the Soil of Lessee's intention. Owner of the Soil must be advised in
writing of the proposed location of the facility at least 30 days prior to the onset of construction and would have the right to negotiate
a change, if Owner of the Soil can present a valid reason for re-location of the facility.

6. Lessee, prior to the construction of any new road or the cutting, altering and removal of any existing fence on the Leasehold Estate,
or the cutting or removal of any tree on the Leasehold Estate, shall notify Owner of the Soil of such intention. If Owner of the Soil
can provide valid, reasonable rationale for retaining unusually valuable specimen trees or trees that add meaningful value to the
land then Lessee will abide by such wishes as fully as possible. . Lessee shall dispose of all brush, trees, trash and debris away
from the property. Under no circumstances will trash, garbage or debris be buried or dumped on the property or adjacent lands of
Owner of the Soil. Brush and trees may be buried or burned on the property only with written permission from owner or his
representative.

7. Lessee agrees to protect, defend, indemnify and hold harmless Owner of the Soil the owners of the surface of the Leasehold Estate,
and their respective agent, employees and tenants, from and against all liabilities, losses, expenses, claims, demands, and causes
of action of every kind and character, whether for death or personal injury to persons (including agents and employees of Lessee
and Lessee's subcontractors) for loss or damage to property, in any way and at any time arising out of, incident to, or in connection

with this Lease, operations conducted on the Leasehold Estate, or breach of the terms hereof, regardless of whether any such
liability, loss, expenses, claim, demand or cause of action is based on the sole or concurrent negligence of any party indemnified
hereunder.

8. Each drill site location shall be constructed so as to result in the least interference with surface usage as reasonably practicable
under the circumstances. All pits shall be constructed and lined so as not to pollute the adjoining land at the request of Owner of the
Soil. Lessee shall take all reasonable precautions necessary to prevent land, air and water pollution, including pollution to all
underground fresh water zones. Lessee shall collect all trash which accumulates in connection with his operations and remove such
trash from the Leasehold Estate. Lessee shall take all reasonable precautions to prevent blowouts from occurring on the Leasehold
Estate. Lessee shall utilize only such area around each producing well as is reasonably necessary for such purposes, and Lessee
shall restore the remainder of such drill site to its original condition as nearly as possible within a reasonable time after the
completion of operations on each drill site where no producing well is located, Lessee shall clear the location, remove all equipment
placed upon the drill site by the Lessee, clean out and back fill all pits, and return the surface of the drill site to its original condition
as nearly as possible. Lessee shall construct and maintain gates at all places where any roads used by Lessee cross through
fences on the Leasehold Estate, and Lessee shall keep such gates locked when not actually passing through such gates. Upon
termination of Lessee's operations on the Leasehold Estate, Lessee shall restore the surface of all lands utilized by Lessee, and not
theretofore restored, to their original condition as nearly as possible. Within six (6) months after the termination of this Lease,
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10.

11

12.

13.

14,

15.

Lessee shall remove any and all property placed by Lessee on the Leasehold Estate or Owner of the Soil shall cause same to be
removed at Lessee's expense.

Lessee is to comply with all Federal and State regulations.

Lessee agrees to pay for damages resulting from any operations after initial construction/drilling is completed. Lessee shall pay
market value for any and all livestock lost as a result of lessee’s operations under this lease.

All pipelines are to be buried 36 inches below the ground, which will be from the top of the pipe to the surface of the ground. Only
crude oil and natural gas (no other derivatives) and water will be allowed to be transported through any pipelines located on the

property.

Lessee shall not conduct any operations within three hundred (300) feet of any homestead, living quarters or livestock watering
facilities without express consent of Owner of the Soil.

Lessee hereby acknowledges that if the Leasehold Estate is subject to a Crop Reserve Program, Lessee agrees to compensate
Owner of the Soil fully and completely for any penalty or other loss of subsidy or income that Owner of the Soil would otherwise
receive in the absence of Lessee’s activities or those of Lessee's employees, agents, servants, contractors, licensees or permittees

on the Leasehold Estate.

It is understood and agreed that any surface damages paid under the terms of this lease shall be divided and paid one-half (1/2) to
the State of Texas and one-half (1/2) to the Owner of the Soil.

Lessee's right to the use of the surface of the Leasehold Estate is non-exclusive. Without limiting the generality of the foregoing, the

Owner of the Soil may use, or permit third parties to use, the Leasehold Estate for the surface location of wells bottomed or with

their terminus on other lands so long as such wells do not violate applicable spacing regulations and are not perforated in or

otherwise open to producing formations directly under the Leasehold Estate. The Owner of the Soil shall have the right, as between

the Owner of the Soil and Lessee, to allow third parties to conduct geophysical operations on the Leasehold Estate.
\-_________-___'_,

Signed for Identification only.
McGary Living Trust — SPH
Brian McGary, Trustee

Bank »f America, N.A., Agent

By: %
Name: J.N. Lon &

Title: Vice President
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Jugtin, Texas .

.e »
OIL AND GAS LEASE “ons”®
.
THIS AGREEMENT is made and entered into this 30th day of July ,2014___ |, between the State of Texas, ac!ilgo:-
by and through its agent, Mary Jane McGary, a ferme sole; Bank of America, N.A., Agent ssee
(XL N

of Post Office Box 830308; Dallas, Texas 75283-0308,
(Give Permanent Address)

said agent herein referred to as the owner of the soil (whether one or more), and Marshall Energy, L.L.C.
of 6215 Grovewood Lane; Houston, Texas 77008-3217 hereinafter called Lessee.

(Give Permanent Address)

1. GRANTING CLAUSE. For and in consideration of the amounts stated below and of the covenants and agreements to be paid, kept and
performed by Lessee under this lease, the State of Texas acting by and through the owner of the soil, hereby grants, leases and lets unto Lessee, for
the sale and only purpose of prospecting and drilling for and producing oil and gas, laying pipe lines, building tanks, storing oil and building power
stations, telephone lines and other structures thereon, to produce, save, take care of, treat and transport said products of the lease, the following lands
situated in Reeves County, State of Texas, to-wit:

Texas & Pacific Railway Company Survey
Section 34, Block 56, Township 2 South, A-2216

containing 640.000 acres, more or less. The bonus consideration paid for this lease is as follows:

To the State of Texas: Three Hundred Forty-Six Thousand Six Hundred Sixty-Six Dollars and Sixty-Seven Cents__
Dollars ($346,666.67 )

To the owner of the soil: Three Hundred Forty-Six Thousand Six Hundred Sixty-Six Dollars and Sixty-Seven Cents__
Dollars ($346,666.67 )

Total bonus consideration: Six Hundred Ninety-Three Thousand Three Hundred Thirty-Three Dollars and Thirty-Four Cents,
Dollars ($693,333.34 n—

The total bonus consideration paid represents a bonus of Six Thousand Dollars and No Cents
($6,500.00 ) per acre, on one hundred six and two-thirds (106-2/3) net acres.

2. TERM. Subject to the other provisions in this lease, this lease shall be for a term of THREE (3), years from
this date (herein called “primary term") and as long thereafter as oil and gas, or either of them, is produced in paying quantities from said land. As used
in this lease, the term “produced in paying quantities” means that the receipts from the sale or other authorized commercial use of the substance(s)
covered exceed out of pocket operational expenses for the six months last past.

3. DELAY RENTALS. If no well is commenced on the leased premises on or before one (1) year from this date, this lease shall terminate,
unless on or before such anniversary date Lessee shall pay or tender to the owner of the soil or to his credit in the,
Bank of America, N.A. Bank, at 901 Main St.; Dallas, Texas 75202
or its successors (which shall continue as the depository regardless of changes in the ownership of said land), the amount specified below; in addmon
Lessee shall pay or tender to the COMMISSIONER OF THE GENERAL LAND OFFICE OF THE STATE OF TEXAS, AT AUSTIN, TEXAS, a like sum on
or before said date. Payments under this paragraph shall operate as a rental and shall cover the privilege of deferring the commencement of a well for
one (1) year from said date. Payments under this paragraph shall be in the following amounts:
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To the owner of the soil: One Hundred Dollars and No Cents
Dollars ($ 100.00 )

To the State of Texas: One Hundred Dollars and No Cents,
Dollars ($ 100.00 )

Total Delay Rental: Two Hundred Dollars and No Cents.
Dollars ($200.00 )

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

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

(A) OIL. Royalty payable on oil, which is defined as including all hydrocarbons produced in a liquid form at the mouth of the well and alsogs ,
all condensate, distillate, and other liquid hydrocarbons recovered from oil or gas run through a separator or other equipment, as hereinafter provitigge
shall be 1/4 part of the gross production or the market value thereof, at the option of the owner of the soil or the Commissioner of the General
Land Office, such value to be determined by 1) the highest posted price, plus premium, if any, offered or paid for oil, condensate, distillate, or other liqui
hydrocarbons, respectively, of a like type and gravity in the general area where produced and when run, or 2) the highest market price thereof offerec o5 o e
paid in the general area where produced and when run, or 3) the gross proceeds of the sale thereof, whichever is the grealer. Lessee agrees that béfore
any gas produced from the leased-premises Leasehold Estate is sold, used or processed in a plant, it will be run free of cost to the royalty owneld**
through an adequate oil and gas separator of conventional type, or other equipment at least as efficient, so that all liquid hydrocarbons recoverable Tbh?
the gas by such means will be recovered. The requirement that such gas be run through a separator or other equipment may be waived, in writing, by
the royalty owners upon such terms and conditions as they prescribe.

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

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

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

6. ROYALTY IN KIND. Notwithstanding any other provision in this lease, at any time or from time to time, the owner of the soil or the
Commissioner of the General Land Office may, at the option of either, upon not less than sixty (60) days notice to the holder of the lease, require that the
payment of any royalties accruing to such royalty owner under this lease be made in kind. The owner of the sail's or the Commissioner of the General
Land Office's right to take its royalty in kind shall not diminish or negate the owner of the sail's or the Commissioner of the General Land Office’s rights
or Lessee's obligations, whether express or implied, under this lease.
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i NO DEDUCTIONS. Lessee agrees that all royalties accruing under this lease (inciuding those paid in kind) shall be without
deduction for the cost of producing, gathering, storing, separating, treating, dehydrating, compressing, processing, transporting, and otherwise making
the oil, gas and other products hereunder ready for sale or use. Lessee agrees to compute and pay royalties on the gross value received, including any
reimbursements for severance taxes and production related costs.

8. PLANT FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as may represent this lease’s proportionate share of
any fuel used to process gas produced hereunder in any processing plant. Notwithstanding any other provision of this lease, and subject to the written
consent of the owner of the soil and the Commissioner of the General Land Office, Lessee may recycle gas for gas lift purposes on the leased-premices
Leasehold Estate or for injection into any oil or gas producing formation underlying the leased-premises Leasehold Estate after the liquid hydrocarbons
conltained in the gas have been removed; no royalties shall be payable on the recycled gas until it is produced and sold or used by Lessee in a manner
which entitles the royalty owners to a royalty under this lease.

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

Pzyment 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 ongjl
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 rofgjty®

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 producﬁon..
aczompanied 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 cil 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 regp?dy, *

which the General Land Office may require to verify the gross production, disposition and market value. In all cases the authority of a manager or agtht *

to act for the Lessee herein must be filed in the General Land Office. Each royalty payment shall be accompanied by a check stub, schedule, summary®

or other remittance advice showing by the assigned General Land Office lease number the amount of royalty being paid on each lease. If Lessee P2,

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, whichewer 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 additien ¢ ¢

to a penalty, royalties shall accrue interest at a rate of 12% per year; such interest will begin to accrue when the royalty is sixty (60) days owv
Affidavits and supporting documents which are not filed when due shall incur a penalty in an amount set by the General Land Office administrative rule
which is effective on the date when the affidavits or supporting documents were due. The Lessee shall bear all responsibility for paying or causing
royalties to be paid as prescribed by the due date provided herein. Payment of the delinquency penalty shall in no way operate to prohibit the State's
right of forfeiture as provided by law nor act to postpone the date on which royalties were originally due. The above penalty provisions shall not apply in
cases of title dispute as to the State's portion of the royalty or to that portion of the royalty in dispute as to fair market value.

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually furnish the Commissioner of the General Land Office
with its best possible estimate of oil and gas reserves underlying this lease or allocable to this lease and shall fumish 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
Altorney General, the Govemnor, or the representative of any of them.

(B) PERMITS, DRILLING RECORDS. Written notice of all operations on this lease shall be submitted to the Commissioner of the General
Land Office by Lessee or operator five (5) days before spud date, workover, re-entry, temporary abandonment or plug and abandonment of any well or
wells. Such written notice to the General Land Office shall include copies of Railroad Commission forms for application to drill. Copies of well tests,
completion reports and plugging reports shall be supplied to the General Land Office at the time they are filed with the Texas Railroad Commission. All
applications, permits, reports or other filings that reference this lease or any specific well on the leased-premises Leasehold Estate and that are
submitted to the Texas Railroad Commission or any other governmental agency shall include the word “State” in the title. Additionally, in accordance
with Railroad Commission rules, any signage on the leased-premises Leasehold Estate for the purpose of identifying wells, tank batteries or other
associated improvements to the land must also include the word “State.” Lessee shall supply the General Land Office with any records, memoranda,
accounts, reports, cutlings and cores, or other information relative to the cperation 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 welis drilled on the above described premises and shall transmit a true copy
of the log of each survey on each well to the General Land Office within fifteen (15) days after the making of said survey.

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

11. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, during the primary term hereof and prior to discovery
and production of oil or gas on said land, Lessee should drill a dry hole or holes thereon, or if during the primary term hereof and after the discovery and
actual production of oil or gas from the leased-premises Leasehold Estate 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 cil or gas
should cease for any cause, Lessee’s rights shall remain in full force and effect without further operations until the expiration of the primary term; and if
Lessee has not resumed production in paying quantities at the expiration of the primary term, Lessee may maintain this lease by conducting additional
drilling or reworking operations pursuant to Paragraph 13, using the expiration of the primary term as the date of cessation of production under
Paragraph 13. Should the first well or any subsequent well drilled on the above described land be completed as a shut-in oil or gas well within the
primary term hereof, Lessee may resume payment of the annual rental in the same manner as provided herein on or before the rental paying date
following the expiration of sixty (60) days from the date of completion of such shut-in oil or gas well and upon the failure to make such payment, this
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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 s s
Leasehold Estate, payments may be made in accordance with the shut-in provisions hereof.

12, DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. If, at the expiration of the primary term, neither oil nor gas is
being produced on said land, but Lessee is then engaged in drilling or reworking operations thereon, this lease shall remain in force so long as
operations on said well or for drilling or reworking of any additional wells are prosecuted in good faith and in workmanlike manner without interruptions
totaling more than sixty (60) days during any one such operation, and if they result in the production of cil and/or gas, so long thereafter as oil and/or gas
is produced in paying quantities from said land, or payment of shut-in oil or gas well royalties or compensatory royalties is made as provided in this
lease.

13. CESSATION, DRILLING, AND REWORKING. If, after the expiration of the primary term, production of ail or gas from the leased
premises Leasehold Estate, 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 cil or gas, the lease shall remain in full force and effect for so long as oil or gas is produced from the leased-premises Leasehold Estate

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 additiuggl- .
drilling or reworking operations within sixty (60) days after the completion of the well as a dry hole, and this lease shall remain in effect so long as
Lessee continues drilling or reworking operations in good faith and in a workmanlike manner without interruptions totaling more than sixty (60) days*
Lessee shall give written notice to the General Land Office within thirty (30) days of any cessation of production.

14, SHUT-IN ROYALTIES. For purposes of this paragraph, “well"” means any well that has been assigned a well number by the gftitg *
agency having jurisdiction over the production of cil and gas. If, at any time after the expiration of the primary term of a lease that, until being shueim, *
wzs being maintained in force and effect, a well capable of producing oil or gas in paying quantities is located on the leased-premises Leasehold Estates
but oil or gas is not being produced for lack of sultable produchon facilities or Iack of a suitable market, lhen Lessee may pay as a shul-in oil os gas :
royalty an amount equal to One Hundred Dollar: no lon hut-i
lease, but not Iess than $1 200 a year for each well capable of produung 0|I or gas in paylng quantshes IF—Paiagmph—S—e!—hs—lease—dees—net—spee&a

ta At-the PUFP 0 para d e d er-acre. To be effective, each jnjfy
shut—m o:l or gas royalty must be pald on or belore (1) lhe expurahon of the pnmary 1am1 (2) 60 days aﬁer the Lessee ceases to produce oil or gas from
the leased-premises Leasehold Estate, or (3) 60 days after Lessee completes a drilling or reworking operation in accordance with the lease provisions;
whichever date is latest. Such payment shall be made one-half (1/2) to the Commissioner of the General Land Office and one-half (1/2) to the owner of
the soil. If the shut-in oil or gas royalty is paid, the lease shall be considered to be a producing lease and the payment shall extend the term of the lease
for a period of one year from the end of the primary term, or from the first day of the month following the month in which production ceased, and, after
that, if no suitable production facilities or suitable market for the oil or gas exists, Lessee may extend the lease for feur one more suceessive-periods-of
ene-{-1) year by paying Five Hundred Dollars ($500.00) per acre no longer maintained due to a shut-in well the-same-amount-each-year on or before the
expiration of eaeh the first shut-in year.

15. COMPENSATORY ROYALTIES. If, during the period the lease is kept in effect by payment of the shut-in oil or gas royalty, oil or
gas is sold and delivered in paying quantities from a well located within one thousand (1,000) feet of the leased-premises Leasehold Estate and
completed in the same producing reservoir, or in any case in which drainage is occurring, the right to continue to maintain the lease by paying the shut-in
oil or gas royalty shall cease, but the lease shall remain effective for the remainder of the year for which the royalty has been paid. The Lessee may
maintain the lease for four more successive years by Lessee paying compensatory royalty at the royalty rate provided in the lease of the market value of
production from the well causing the drainage or which is completed in the same producing reservoir and within one thousand (1,000) feet of the leased
promises Leasehold Estate. The compensatory royalty is to be paid monthly, one-half (1/2) to the Commissioner of the General Land Office and one-half
(1/2) to the owner of the soil, beginning on or before the last day of the month following the month in which the oil or gas is produced from the well
causing the drainage or that is completed in the same producing reservoir and located within one thousand (1,000) feet of the leased-premises

Leasehold Estate. If the compensatory royalty paid in any 12-month period is an amount less than the annual shut-in oil or gas royalty, Lessee shall pay
an amount equal to the difference within thirty (30) days from the end of the 12-month period. Compensatory royaity payments which are not timely paid
will accrue penalty and interest in accordance with Paragraph 9 of this lease. None of these provisions will relieve Lessee of the obligation of reasonable
development nor the obligation to drill offset wells as provided in Texas Natural Resources Code 52.173; however, at the determination of the
Commissioner, and with the Commissioner's written approval, the payment of compensatory royalties can satisfy the obligation to drill offset wells.

16. RETAINED ACREAGE. Notwithstanding any provision of this lease to the contrary, after a well producing or capable of producing
oil or gas has been completed on the leased-premises Leasehold Estate, 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 Leasehold Estate 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 Leasehold Estate, EXCEPT (1) 40 acres surrounding each oil well capable of producing in paying quantities
and 320 acres surrounding each gas well capable of producing in paying quantities (including a shut-in oil or gas well as provided in Paragraph 14
hereof), or a well upon which Lessee is then engaged in continuous drilling or reworking operations, or (2) the number of acres included in a producing
pooled unit pursuant to Texas Natural Resources Code 52.151-52.154, or (3) such greater or lesser number of acres as may then be allocated for
production purposes to a proration unit for each such producing well under the rules and regulations of the Railroad Commission of Texas, or any
successor agency, or other governmental authority having jurisdiction. If at any time after the effective date of the partial termination provisions hereof,
the applicable field rules are changed or the well or wells located thereon are reclassified so that less acreage is thereafter allocated to said well or wells
for production purposes, this lease shall thereupon terminate as to all acreage not thereafter allocated to said well or wells for production purposes.
Notwithstanding the termination of this lease as to a portion of the lands covered hereby, Lessee shall nevertheless continue to have the right of ingress
to and egress from the lands still subject to this lease for all purposes described in Paragraph 1 hereof, together with easements and rights-of-way for
existing roads, existing pipelines and other existing facilities on, over and across all the lands described in Paragraph 1 hereof (“the retained lands"), for
access to and from the retained lands and for the gathering or transportation of oil, gas and other minerals produced from the retained lands.

(B) HORIZONTAL. In the event this lease is in force and effect two (2) years after the expiration date of the primary or extended term it shall
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further terminate as to all depths below 100 feet below the total depth drilled (hereinafter “deeper depths”) in each well located on acreage retained in
Paragraph 16 (A) above, unless on or before two (2) years after the primary or extended term Lessee pays an amount equal to one-half (1/2) of the
bonus originally paid as consideration for this lease (as specified on page 1 hereof). If such amount is paid, this lease shall be in force and effect as to
such deeper depths, and said termination shall be delayed for an additional period of two (2) years and so long thereafter as oil or gas is produced in
paying quantities from such deeper depths covered by this lease.

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

17. OFFSET WELLS. Neither the bonus, delay rentals, nor royalties paid, or to be paid, under this lease shall relieve Lessee of W, *,
obligation to protect the oil and gas under the above-described land from being drained. Lessee, sublessee, receiver or other agent in control of ftfe *
Leasehold Estate shall drill as many wells as the facts may justify and shall use appropriate means and drill to a depth necessary tc*
prevent undue drainage of oil and gas from the leased-premises Leasehold Estate. In addition, if oil and/or gas should be produced in commercial
quantities within 1,000 feet of the leased-premises Leasehold Estate, or in any case where the leased-premises Leasehold Estale is being drained by
production of oil or gas, the Lessee, sublessee, receiver or other agent in control of the leased-premises Leasehold Estate shall in good faith beglnthe v
drilling of a well or wells upon the leased-prermises Leasehold Estate within 100 days after the draining well or wells or the well or wells completed wikhirt o *
1,000 feet of the leased-premises_Leasehold Estate start producing in commercial quantities and shall prosecute such drilling with diligence. Failure ta
satisfy the statutory offset obligation may subject this lease and the owner of the soil's agency rights to forfeiture. Only upon the determination gf the ,
Commissioner of the General Land Office and with his written approval may the payment of compensatory royalty under applicable statutory paran{tete®®
salisfy the obligation to drill an offset well or wells required under this paragraph. seee

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

19. WARRANTY CLAUSE.

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soil owns less than the entire undivided surface estate in the above
described land, whether or not Lessee's interest is specified herein, then the royalties and rental herein provided to be paid to the owner of the socil shall
be paid to him in the proportion which his interest bears to the entire undivided surface estate and the royalties and rental herein provided to be paid to
the Commissioner of the General Land Office of the State of Texas shall be likewise proportionately reduced. However, before Lessee adjusts the
royalty or rental due to the Commissioner of the General Land Office, Lessee or his authorized representative must submit to the Commissioner of the
General Land Office a written statement which explains the discrepancy between the interest purportedly leased under this lease and the actual interest
owned by the owner of the soil. The Commissioner of the General Land Office shall be paid the value of the whole production allocable to any undivided
interest not covered by a lease, less the proportionate development and production cost allocable to such undivided interest. However, in no event shall
the Commissioner of the General Land Office receive as a royalty on the gross production allocable to the undivided interest not leased an amount less
than the value of one-sixteenth (1/16) of such gross production.

(B) REDUCTION OF PAYMENTS. If, during the primary term, a portion of the land covered by this lease is included within the boundaries
of a pooled unit that has been approved by the School Land Board and the owner of the soil in accordance with Natural Resources Code Sections
52.151-562.154, or if, at any time after the expiration of the primary term or the extended term, this lease covers a lesser number of acres than the total
amount described herein, payments that are made on a per acre basis hereunder shall be reduced according to the number of acres pooled, released,
surrendered, or otherwise severed, so that payments determined on a per acre basis under the terms of this lease during the primary term shall be
calculated based upon the number of acres outside the boundaries of a pooled unit, or, if after the expiration of the primary term, the number of acres
aclually retained and covered by this lease.

21. USE OF WATER. Lessee shall have the right to use water produced on said land necessary for operations under this lease except
weier from wells or tanks of the owner of the soil; provided, however, Lessee shall not use potable water or water suitable for livestock or irrigation
purposes for waterflood operations without the prior consent of the owner of the soil.

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

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

24. WELL LOCATION LIMIT. No well shall be drilled nearer than two hundred (200) feet to any house or barn now on said premises

without the written consent of the owner of the soil.
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25. POLLUTION. In developing this area, Lessee shall use the highest degree of care and all proper safeguards to prevent pollution.
Without limiting the foregoing, pollution of coastal wetlands, natural waterways, rivers and impounded water shall be prevented by the use of
containment facilities sufficient to prevent spillage, seepage or ground water contamination. In the event of pollution, Lessee shall use all means at its
disposal to recapture all escaped hydrocarbons or other pollutant and shall be responsible for all damage to public and private properties. Lessee shall
build and maintain fences around its slush, sump, and drainage pits and tank batteries so as to protect livestock against loss, damage or injury; and
upon completion or abandonment of any well or wells, Lessee shall fill and level all slush pits and cellars and completely clean up the drilling site of all
rubbish thereon. Lessee shall, while conducting operations on the leased-premises_Leasehold Estate, keep said premises free of all rubbish, cans,
botties, paper cups or garbage, and upon completion of operations shall restore the surface of the land to as near its original condition and contours as
is practicable. Tanks and equipment will be kept painted and presentable.

26. REMOVAL OF EQUIPMENT. Subject to limitations in this paragraph, Lessee shall have the right to remove machinery and fixtures
placed by Lessee on the leased-premises_Leasehold Estate, including the right to draw and remove casing, within one hundred twenty (120) days after
the expiration or the termination of this lease unless the owner of the soil grants Lessee an extension of this 120-day period. However, Lessee may not
remove casing from any well capable of producing oil and gas in paying quantities. Additionally, Lessee may not draw and remove casing until after thirty
(30) days written notice to the Commissioner of the General Land Office and to the owner of the soil. The owner of the soil shall become the owner of
any machinery, fixtures, or casing which are not timely removed by Lessee under the terms of this paragraph. e,

27. (A) ASSIGNMENTS. Under the conditions contained in this paragraph and Paragraph 29 of this lease, the rights and estates of ellﬂer
party to this lease may be assigned, in whole or in part, and the provisions of this lease shall extend to and be binding upon their heirs, devisees, legal®
representatives, successors and assigns. However, a change or division in ownership of the land, rentals, or royalties will not enlarge the obligations of
Lessee, diminish the rights, privileges and eslates of Lessee, impair the effectiveness of any payment made by Lessee or impair the effectiveness of any
act performed by Lessee. And no change or division in ownership of the land, rentals, or royalties shall bind Lessee for any purpose until thirty (30) dcys .
after the owner of the soll (or his heirs, devisees, legal representatives or assigns) furnishes the Lessee with satisfactory written evidence of the chalge A
in ownership, including the original recorded muniments of titie (or a certified copy of such original) when the ownership changed because of 3
conveyance. A total or partial assignment of this lease shall, to the extent of the interest assigned, relieve and discharge Lessee of all subseguent,
obligations under this lease. If this lease is assigned in its entirety as to only part of the acreage, the right and option to pay rentals shall be apportphgae*
as between the several owners ratably, according to the area of each, and failure by one or more of them to pay his share of the rental shall not afqu
this lease on the part of the land upon which pro rata rentals are timely paid or tendered: however, if the assignor or assignee does not file a ce;bﬁsd
copy of such assignment in the General Land Office before the next rental paying date, the entire lease shall terminate for failure to pay the entire ren
due under Paragraph 3. Every assignee shall succeed to all rights and be subject to all obligations, liabilities, and penalties owed to the State by the
original lessee or any prior assignee of the lease, including any liabilities to the State for unpaid royalties.

(B) ASSIGNMENT LIMITATION. Notwithstanding any provision in Paragraph 27(a), if the owner of the soil acquires this lease in whole or in
part by assignment without the prior written approval of the Commissioner of the General Land Office, this lease is void as of the time of assignment and
the agency power of the owner may be forfeited by the Commissioner. An assignment will be treated as if it were made to the owner of the soil if the
assignee is:

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

(2) a corporation or subsidiary in which the owner of the soil is a principal stockholder or is an employee of such a corporation or subsidiary;

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

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

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

(6) a fiduciary for the owner of the soil; including but not limited to a guardian, trustee, executor, administrator, receiver, or conservator for the

owner of the soil; or

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

28. RELEASES. Under the conditions contained in this paragraph and Paragraph 29, Lessee may at any time execute and deliver to
the owner of the soil and place of record a release or releases covering any portion or portions of the leased-premises_Leasehold Estate, and thereby
surrender this lease as to such portion or portions, and be relieved of all subsequent obligations as to acreage surrendered. If any part of this lease is
properly surrendered, the delay rental due under this lease shall be reduced by the proportion that the surrendered acreage bears to the acreage which
was covered by this lease immediately prior to such surrender; however, such release will not relieve Lessee of any liabilities which may have accrued
under this lease prior to the surrender of such acreage.

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

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

3. FIDUCIARY DUTY. The owner of the soil owes the State a fiduciary duty and must fully disclose any facts affecting the State's
interest in the leased-premises_Leasehold Estate. When the interests of the owner of the soil conflict with those of the State, the owner of the soil is

obligated to put the State’s interests before his personal interests.

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

33. LIEN. In accordance with Texas Natural Resources Code 52.136, the State shall have a first lien upon all il and gas produced from
the area covered by this lease to secure payment of all unpaid royalty and other sums of money that may become due under this lease. By acceptance
of this lease, Lessee grants the State, in addition to the lien provided by Texas Natural Resources Code 52.136 and any other applicable statutory lien,
an express contractual lien on and security interest in all leased minerals in and extracted from the leased-premises_Leasehold Estate, 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_Leasehold Estate 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 Owner oifhee®s
Soil 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 nfdy ®
be foreclosed with or without court proceedings in the manner provided in the Title 1, Chap. 9 of the Texas Business and Commerce Code. Lessee®
agrees that the Commissioner may require Lessee to execute and record such instruments as may be reasonably necessary to acknowledge, attach or
perfect this lien. Lessee hereby represents that there are no prior or superior liens arising from and relating to Lessee's aclivities 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, .tharl ..
the Commissioner may declare this lease forfeited as provided herein. es o

-

34. POOLING. Lessee is hereby granted the right to pool or unitize the royalty interest of the owner of the soil under this lease witg any
other leasehold or mineral interest for the exploration, development and production of oil or gas or either of them upon the same terms as sh§ifB&8**
approved by the School Land Board and the Commissioner of the General Land Office for the pooling or unitizing of the interest of the State under tjig, ,
lease pursuant to Texas Natural Resources Code 52.151-52.154. The owner of the soil agrees that the inclusion of this provision in this lease sag's;ﬁp;,
the execution requirements stated in Texas Natural Resources Code 52.152.

35. INDEMNITY. Lessee hereby releases and discharges the State of Texas and the owner of the sail, their officers, employees,
partners, agents, contractors, subcontractors, guests, invitees, and their respective successors and assigns, of and from all and any actions and causes
of action of every nature, or other harm, including environmental harm, for which recovery of damages is sought, including, but not limited to, all losses
and expenses which are caused by the aclivities of Lessee, its officers, employees, and agents arising out of, incidental to, or resulting from, the
operations of or for Lessee on the leased-premises Leasehold Estate hereunder, or that may arise out of or be occasioned by Lessee's breach of any of
the terms or provisions of this Agreement, or by any other negligent or strictly liable act or omission of Lessee. Further, Lessee hereby agrees to be
liable for, exonerate, indemnify, defend and hold harmless the State of Texas and the owner of the soil, their officers, employees and agents, their
successors or assigns, against any and all claims, liabilities, losses, damages, actions, personal injury (including death), costs and expenses, or other
ha'm for which recovery of damages is sought, under any theory including tort, contract, or strict liability, including attorneys' fees and other legal
expenses, including those related to environmental hazards, on the leased-premises_Leasehold Estate or in any way related to Lessee's failure to
comply with any and all environmental laws; those arising from or in any way related to Lessee's operations or any other of Lessee's activities on the
leesed-premises_Leasehold Estate; those arising from Lessee's use of the surface of the leased-premises_Leasehold Estate; and those that may arise
out of or be occasioned by Lessee's breach of any of the terms or provisions of this Agreement or any other act or omission of Lessee, its directors,
officers, employees, partners, agents, contractors, subcontractors, guests, invitees, and their respective successors and assigns. Each assignee of this
Agreement, or an interest therein, agrees to be liable for, exonerate, indemnify, defend and hold harmless the State of Texas and the owner of the soil,
their officers, employees, and agents in the same manner provided above in connection with the activities of Lessee, its officers, employees, and agents
as described above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF THE INDEMNITY OBLIGATIONS AND\OR LIABILITIES
ASSUMED UNDER THE TERMS OF THIS AGREEMENT SHALL BE WITHOUT LIMITS AND WITHOUT REGARD TO THE CAUSE OR CAUSES
THEREOF (EXCLUDING PRE-EXISTING CONDITIONS), STRICT LIABILITY, OR THE NEGLIGENCE OF ANY PARTY OR PARTIES (INCLUDING
THE NEGLIGENCE OF THE INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE BE SOLE, JOINT, CONCURRENT, ACTIVE, OR PASSIVE.

36. ENVIRONMENTAL HAZARDS. Lessee shall use the highest degree of care and all reasonable safeguards to prevent
contamination or pollution of any environmental medium, including soil, surface waters, groundwater, sediments, and surface or subsurface strata,
ambient air or any other environmental medium in, on, or under, the leased-premises_Leasehold Estate, by any waste, pollutant, or contaminant. Lessee
shall not bring or permit to remain on the leased—premises_Leasehold Estale any asbestos containing materials, explosives, toxic materials, or
substances regulated as hazardous wastes, hazardous materials, hazardous substances (as the term “Hazardous Substance" is defined in the
Comprehensive Environmental Response, Compensation and Liability Act (CERCLA), 42 U.S.C. Sections 9601, et seq.), or toxic substances under any
federal, state, or local law or regulation (“Hazardous Materials"), except ordinary products commonly used in connection with oil and gas exploration and
development operations and stored in the usual manner and quantities. LESSEE'S VIOLATION OF THE FOREGOING PROHIBITION SHALL
CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND DEFEND THE
STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST ANY CLAIMS, DAMAGES, JUDGMENTS, PENALTIES, LIABILITIES,
AND COSTS (INCLUDING REASONABLE ATTORNEYS' FEES AND COURT COSTS) CAUSED BY OR ARISING OUT OF (1) A VIOLATION OF
THE FOREGOING PROHIBITION OR (2) THE PRESENCE, RELEASE, OR DISPOSAL OF ANY HAZARDOUS MATERIALS ON, UNDER, OR
ABOUT THE LEASED-RREMISES_LEASEHOLD ESTATE DURING LESSEE'S OCCUPANCY OR CONTROL OF THE LEASED PREMISES
LEASEHOLD ESTATE. LESSEE SHALL CLEAN UP, REMOVE, REMEDY AND REPAIR ANY SOIL OR GROUND WATER CONTAMINATION AND
DAMAGE CAUSED BY THE PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER, OR ABOUT THE LEASED
PRREMISES LEASEHOLD ESTATE DURING LESSEE'S OCCUPANCY OF THE LEASED-RREMISES LEASEHOLD ESTATE IN CONFORMANCE
WITH THE REQUIREMENTS OF APPLICABLE LAW. THIS INDEMNIFICATION AND ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO,
LIABILITY FOR RESPONSE ACTIONS UNDERTAKEN PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGULATION.
LESSEE SHALL IMMEDIATELY GIVE THE STATE OF TEXAS AND THE OWNER OF THE SOIL WRITTEN NOTICE OF ANY BREACH OR
SUSPECTED BREACH OF THIS PARAGRAPH, UPON LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON
RECEIVING A NOTICE FROM ANY GOVERNMENTAL AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED
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PREMISES_LEASEHOLD ESTATE. THE OBLIGATIONS OF LESSEE HEREUNDER SHALL SURVIVE THE EXPIRATION OR EARLIER
TERMINATION, FOR ANY REASON, OF THIS AGREEMENT.

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

38. EXECUTION. This oil and gas lease must be signed and acknowledged by the Lessee before it is filed of record in the county
records and in the General Land Office of the State of Texas. Once the filing requirements found in Paragraph 39 of this lease have been satisfied, the
effective dale of this lease shall be the date found on Page 1.

39. LEASE FILING. Pursuant to Chapter 9 of the Texas Business and Commerce Code, this lease must be filed of record in the office
of the County Clerk in any county in which all or any part of the leased-premises_Leasehold Estate is located, and certified copies thereof must be filed in
the General Land Office. This lease is not effective until a certified copy of this lease (which is made and certified by the County Clerk from his records)
is filed in the General Land Office in accordance with Texas Natural Resources Code 52.183. Additionally, this lease shall not be binding upon the State

unless it recites the actual and true consideration paid or promised for execution of this lease. The bonus due the State and the prescribed filing fee st:a.ll .

accompany such certified copy to the General Land Office. U
ADDENDUM PARAGRAPHS 40, 41, 42, 43, 44, and 45 .
40. SURFACE USE COVENANTS. Lessee's rights of ingress and egress, use of the surface of the Leasehold Estate, use of water

from the Leasehold Estate, and all other physical activities thereon, shall be governed by the Oil and Gas Surface Use Covenants which are atlached ¢
hereto as Exhibit A. In the event of a conflict between the provisions of this Lease and the printed provisions of said Oil and Gas Surface® [Js8,*®
Covenants, said Covenants shall prevail. .

41, OWNER OF THE SOIL, TIME FOR PAYMENT OF ROYALTIES. Lessee agrees and undertakes to pay or tender all roy'aitias:.
otherwise accruing hereunder to the interest of the Owner of the Soil simultaneously with the payment or tendering thereof of royalties accruing fo the
interest of the State of Texas. Should payment or tender of royalties accruing to the interest of the Owner of the Soil not be so timely made, then Lesg:2**
shall be subject to the same penalties in favor of the Owner of the Soil for late payments made to the Commissioner of the General Land Office 2# sét
forth in Paragraph 9 hereof.

42. ROYALTY INFORMATION. In addition to other information required to be furnished by Lessee to the Owner of the Soil, either by
law or under the terms of this lease, within thirty (30) days following receipt of Owner of the Soil's written request, Lessee shall promptly provide Owner
of the Soil with sufficient information for Owner of the Soil to monitor and calculate all royalty payments due Owner of the Soil hereunder. If Lessee does
not have access to the requested information, Lessee will have thirty (30) days from the date upon which such information becomes available to Lessee
to provide same to Owner of the Soil. If such information is not so provided or is incorrect or incomplete, Lessee extends for four years, or the longest
period allowed by law if less, the applicable time period for any defense based upon the statute of limitations, /aches or any other delay in bringing suit,
with respect to any matter which would reasonably have been revealed by such information, even if Owner of the Soil had access to relevant information
from other sources, it being intended that Owner of the Soil may rely upon Lessee to keep it fully and truthfully informed without the necessity of
obtaining information from other sources. Lessee hereby grants Owner of the Soil a lien on the Leasehold Estate to secure the timely and proper
payment of royalties and other sums due hereunder, all interest thereon, and all expenses of collecting delinquent or improper royalty payments
including, but not limited to, attorney, paralegal, and legal assistant fees, expert witness fees, all associated expenses, and court costs. Said lien shall
be in the same manner and form as the lien granted the State of Texas in Paragraph 33 hereof, but ranking subordinate thereto.

43, INFORMATION TO BE PROVIDED BY LESSEE. Lessee shall advise Owner of the Sail in writing as to the location of each well
drilled upon the Leasehold Estate, or on lands pooled therewith, on or before seven (7) days after commencement of operations, and shall advise Owner
of the Soil in writing as to the date of completion or abandonment of eacn well drilled within thirty (30) days after such completion or abandonment.
Lessee agrees to furmish Owner of the Soil with all well drilling, completion and production data, reports, title opinions, logs, and information when
specifically requested by Owner of the Soil. Lessee agrees that immediately following this instrument being recorded in the county records where the
Leasehold Estate is located that Lessee will provide Owner of the Soil with a copy of this fully recorded instrument as it appears in said records.

45, UNIT DESIGNATION. Should Lessee elect to exercise the power to pool given it by Paragraph 34 of this lease, then Lessee shall
execute and record a written unit designation describing all tracts and leases included in the pooled unit, and containing a surveyor's plat of the pooled
unit, in the records of the county in which the land is located. A copy of the pooled unit designation showing recording information shall be promptly
furnished to owner of the soil. A pooled unit is strictly limited to the Leasehold Estate and will automatically terminate if this lease expires as to the part
of the Leasehold Estate included in the pooled unit.

46. MINIMUM ROYALTY. “Minimum Royalty Year” shall be each year which commences (a) with the first day that a royalty payment
on actual production of oil or gas becomes due hereunder and (b) on each anniversary of that date thereafter, for so long as production of oil and gas is
obtained by Lessee in paying quantities as set out in numerical paragraph 2 above or shut-in royalties are paid by Lessee as required in numerical
paragraph 14 above. Lessor shall always receive, from the delay rentals and royalties payable hereunder, at least $100.00 (ONE HUNDRED
DOLLARS AND NO CENTS) during each Minimum Royalty Year for each acre held in force under this lease at the beginning of the Minimum Royalty
Year, and this amount shall be referred to as the “minimum royalty amount.” If Lessor receives less than the minimum royalty amount during a Minimum
Royalty Year, then it is agreed that the State of Texas shall be entitled to have this Lease declared cancelled or forfeited, unless on or before sixty (60)
days after the end of that Minimum Royalty Year, Lessee pays or tenders to Lessor the difference between the total of delay rental, production royalty
and shut-in gas royalties received during the Minimum Royalty Year and the minimum royalty amount. Any sums which may be paid by Lessee for
surface or water use or damages, or for any reason other than as delay rentals and royalties, shall not be included in calculating whether the minimum
royalty amount has been paid. Beginning as of the date upon which this lease is executed, the minimum royalty amount shall be adjusted on the first
day of each calendar year applying the overhead adjustment factor most recently published by the Council of Petroleum Accountants Societies, Inc. Itis
understood and agreed that any minimum royalty payments shall be divided and paid one-half (1/2) to the State of Texas and one-half (1/2) to the
Owner of the Soil.

Executed on the dates indicated below but effective for all purposes as of the date first above written.
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LESSOR: LESSEE:

State of Texas by its Agent Marshall Energy, L.L.C.
Mary Jane McGary, a feme sole
By: Bank of America, N.A., Agent

By:

\V)
Name: J.N. Long, RPL Q

Title: Vice President

Lease: 5 0 52_8

Name: John Michael Martin

Title: Manager

Acdress: 901 Main St. FI. 17 Address: 6215 Grovewood Ln. P
Dallas, TX 76202-3738 1 Houston, TX 77008-3217 S|
L]
STATE OF TEXAS §
§ . LA > L .
COUNTY OF DALLAS § v

-
Before me, the undersigned, a Notary Public in and for said County and State, on this day personally appeared J.N. Long, Vice President of Bagnk of o
America, N.A., known to me to be the person whose name is subscribed to the foregoing instrument, and acknowledged to me that he executeli*th&**
same for the purposes and consideration therein expressed, in the capacity therein stated, and as the act and deed of said Bank in the capacity thergig"
stated.
LA LT

Given under my hand and seal of office this the I 1‘."‘da},r of August, 2014.

Mo e

Notary Public in and for the State of Texas

UE
Notary pypjje
QX STATE OF Texag
__________ Comn1. EXp. 02.14.1g

-

STATE OF TEXAS

§
§
COUNTY OF DALERS A4eey  §
Before me, the undersigned, a Notary Public in and for said County and State, on this day personally appeared John Michael Martin, Manager of
Marshall Energy, L.L.C., known to me to be the person whose name is subscribed to the foregoing instrument, and acknowledged to me that he
executed the same for the purposes and consideration therein expressed, in the capacity therein stated, and as the act and deed of said limited liability

company in the capacity therein stated.
<L e ‘2 S G L

Notary Public in and for the State of Texas

Given under my hand and seal of office this the ,Z s’aay of August, 2014,

.................................

MICHAEL REES ELENDER §

NOTARY PUBLIC :
STATE OF TEXAS

MY COMM. EXP 5-19-2016

R IR
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EXHIBIT “A”

BANK OF AMERICA, N. A.
SURFACE AMENDMENTS

Attached to and made a part of that certain Oil & Gas Lease dated the 30" day of July, 2014, by and between the State of Texas, by and
through Mary Jane McGary, a feme sole; Bank of America, N.A., Agent its agent as Owner of the Soil (Lessor), and Marshall Energy, L.L.C.
(Lessee).

1. ltis understood and agreed that Lessee, its successor or assigns, shall pay actual damages to Owner of the Soil and/or Surface
Lessee for any damage done to crops, pasture land, timber, fences, water wells, buildings, roads, culverts or other improvements as
well as livestock owned by the Owner of the Soil and/or Surface Lessee located on the lease premises, resulting from their use by
Lessee in connection with geophysical exploration thereof, or other mineral development thereon, by Lessee, its successors or
assigns. Upon the cessation of drilling at each well location, the abandonment of said lease or surrender thereof, Lessee, its

successor or assigns, shall then level all drilling pits and other excavations and shall pay for and repair all damage done, or cause to .. @
be done, to buildings, fences, roads, culverts, turf, water wells and/or other improvements and to restore same to their original L IR
condition within 90 days after the cessation of activity. No drilling mud shall be spread on surface lands of Owner of the Soil without 3

express wrilten consent of Owner of the Soil. Guidelines or parameters for any surface damage payments shall be agreed on in
advance, and in writing, by Owner of the Soil and Lessee.

2. Lessee's right to use water from the lease premises shall not include the right to use fresh water from any fresh water sands or ™
strata underlying the lease premises for any secondary recovery operations that may be conducted on the Leasehold Estate. e »
Lessee shall have the right to use fresh water from wells or surface impoundments only with the expressed permission of the Owner .
of the Soil and after negotiations for payment for use of water are completed. :".:.

&

3. All operations of Lessee shall be conducted so as to minimize the amount of surface land used or damaged by Lessee and Lessee iode

agrees to construct not more than one road to each location on the Leasehold Estate and to confine all travel incident to the drilling Tage

and production of such well to the single road. All roads constructed by Lessee shall be of good quality and suitable for all-weather
use. The routes for all roads shall by mutually agreed upon between Owner of the Soil and Lessee before the commencement of
any road consfruction. Lessee agrees to maintain all roads used by Lessee on the Leasehold Estate in good condition and repair
during the period of Lessee's operations on the lease premises. The surface owner shall have the right to use all roads on the

4. Itis understood and agreed that this lease does not cover or include any right or privilege of hunting with firearms and/or with dogs
or otherwise on the Leasehold Estate or fishing on the Leasehold Estate, unless otherwise agreed to in writing with owners of said
rights; all such hunting and fishing rights being expressly reserved, and Lessee agrees that none of the Lessee's officers, agents
employees or representatives will bring any dogs and/or firearms upon the Leasehold Estate, and that any one so doing shall be
trespassers and subject to prosecution as such.

5.  Prior to erecting new storage tanks, pipelines compressor stations or other usual facilities required by Lessee for producing oil and
gas and operating this lease, Lessee shall advise Owner of the Soil of Lessee's intention. Owner of the Sail must be advised in
writing of the proposed location of the facility at least 30 days prior to the onset of construction and would have the right to negotiate
a change, if Owner of the Soil can present a valid reason for re-location of the facility.

6. Lessee, prior to the construction of any new road or the cutting, altering and removal of any existing fence on the Leasehold Estate,
or the cutting or removal of any tree on the Leasehold Estate, shall notify Owner of the Soil of such intention. If Owner of the Soil
can provide valid, reasonable rationale for retaining unusually valuable specimen trees or trees that add meaningful value to the
land then Lessee will abide by such wishes as fully as possible. . Lessee shall dispose of all brush, trees, trash and debris away
from the property. Under no circumstances will trash, garbage or debris be buried or dumped on the property or adjacent lands of
Owner of the Soil. Brush and trees may be buried or bummed on the property only with written permission from owner or his
representative.

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

8. Each drill site location shall be constructed so as to result in the least interference with surface usage as reasonably practicable
under the circumstances. All pits shall be constructed and lined so as not to pollute the adjoining land at the request of Owner of the
Soil. Lessee shall take all reasonable precautions necessary to prevent land, air and water pollution, including pollution to all
underground fresh water zones. Lessee shall collect all trash which accumulates in connection with his operations and remove such
trash from the Leasehold Estate. Lessee shall take all reasonable precautions to prevent blowouts from occurring on the Leasehold
Estate. Lessee shall utilize only such area around each producing well as is reasonably necessary for such purposes, and Lessee
shall restore the remainder of such drill site to its original condition as nearly as possible within a reasonable time after the
completion of operations on each drill site where no producing well is located, Lessee shall clear the location, remove all equipment
placed upon the drill site by the Lessee, clean out and back fill all pits, and return the surface of the drill site to its original condition
as nearly as possible. Lessee shall construct and maintain gates at all places where any roads used by Lessee cross through
fences on the Leasehold Estate, and Lessee shall keep such gates locked when not actually passing through such gates. Upon
termination of Lessee's operations on the Leasehold Estate, Lessee shall restore the surface of all lands utilized by Lessee, and not
theretofore restored, to their original condition as nearly as possible. Within six (6) months after the termination of this Lease,
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10.

11.

12.

13.

14.

15.

Lessee shall remove any and all property placed by Lessee on the Leasehold Estate or Owner of the Soil shall cause same to be
removed at Lessee's expense.

Lessee is to comply with all Federal and State regulations.

Lessee agrees to pay for damages resulting from any operations after initial construction/drilling is completed. Lessee shall pay
market value for any and all livestock lost as a result of lessee's operations under this lease.

All pipelines are to be buried 36 inches below the ground, which will be from the top of the pipe to the surface of the ground. Only
crude oil and natural gas (no other derivatives) and water will be allowed to be transported through any pipelines located on the
property.

Lessee shall not conduct any operations within three hundred (300) feet of any homestead, living quarters or livestock watering
facilities without express consent of Owner of the Soil.

Lessee hereby acknowledges that if the Leasehold Estate is subject to a Crop Reserve Program, Lessee agrees to compensate
Owner of the Soil fully and completely for any penalty or other loss of subsidy or income that Owner of the Soil would otherwise

receive in the absence of Lessee's activities or those of Lessee's employees, agents, servants, contractors, licensees or permittees -:: :o
on the Leasehold Estate.

-
It is understood and agreed that any surface damages paid under the terms of this lease shall be divided and paid one-half (1/2) to
the State of Texas and one-half (1/2) to the Owner of the Soil.

.= 3

Lessee's right to the use of the surface of the Leasehold Estate is non-exclusive. Without limiting the generality of the foregoing, the Ten®at
Owner of the Soil may use, or permit third parties to use, the Leasehold Estate for the surface location of wells bottomed or with .

their terminus on other lands so long as such wells do not violate applicable spacing regulations and are not perforated in or . .
otherwise open to producing formations directly under the Leasehold Estate. The Owner of the Soil shall have the right, as between -t
the Owner of the Soil and Lessee, to allow third parties to conduct geophysical operations on the Leasehold Estate.

Signed for Identification only.
Mary Jane McGary, a feme sole
Bank of America, N.A., Agent

Name: J.N. Long

Title: Vice President
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TEXAS H) GENERAL LAND OFFICE

JERRY PATTERSON, COMMISSIONER

November 12, 2014

John Michael Martin
Marshall Energy
6215 Grovewood Ln.

Houston, Texas 77008

Re: State Lease MF 116837 Three Relinquishment Act Leases described on Page 2 hereof
Covering 640 ac., Sec. 34, Blk. 56, T-2, T&P Ry. Co. Survey,
Reeves County, TX

Dear Mr, Martin:

The certified copies of the Relinquishment Act leases covering the referenced tract have been approved and
filed in our records under Mineral File numbers as set out on Page 2. Please refer to these numbers when
making payments to the State and in all future correspondence concerning the leases. Failure to
include the mineral file numbers may delay processing of any payments towards the leases.

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

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

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

Sincerely yours,

Olowie 2 Qg

Deborah A. Cantu

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

Stephen F. Austin Building * 1700 North Congress Avenue * Austin, Texas 78701-1495
Post Office Box 12873 * Austin, Texas 78711-2873
512-463-5001 = 800-998-4G1.O

www.glo.state.tx.us



State Lease No. Lessor as agent for State of TX Dated Recorded Vol/Page Bonus Amount

MF116837A McGary Family Trust — Kelly Separate Property 07/30/14 14-06998 $346,666.67
MF116837B McGary Living Trust - SPH 07/30/14 14-06999 $346,666.67

MF116837C Mary Jane McGary 07/30/14 14-06997 $346,666.67
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ck No.: 205361
ment Type: DELAY RENTAL

Period Covered: 07/30/2015-07/29/2016
Payment Amount: $100.00
Le

se Number: 1045696/001 LSE Original Lessor: MCGARY FAMILY TRUST

Lease Effective Date: 07/30/2014

State: TX County: REEVES

Check Remarks:
DELAY RENTAL FOR 1ST YR

SECTION 34, BLOCK 56, TWN 2, A-2216

For the Credit of:

Owner: COMMISSIONER OF THE TEXAS GENERAL (BA#):80104210
LAND OFFICE ATN MINERAL LEASING
Address: 1700 N CONGRESS AVE

AUSTIN, TX 78701

- KELLY SEPARATE

Recording Information: Book # 1094 Page # 483, 14-06998

15713402

Ean{Y o]

J
o

Payment Amounl{ $100.00

_|_VERIFY THE AUTHENTICITY OF THIS MULTI-TONE SECURITY DOCUMENT.

Bank of America 1455 Market St 41h FI
San Francisco CA 94103

3241
1M10GL

P T
KFY bhpbilliton
PETROHAWK ENERGY CORPORATION
ATTN LAND ADMINISTRATION
P.O. BOX 22719
HOUSTON, TX 77027-9998

PAY ***+****+*100*DOLLARS AND* 00*CENTS

PAY
T0

THE
ORDE

COMMISSIONER OF THE TEXAS GENERAL
LAND OFFICE ATN MINERAL LEASING
1700 N CONGRESS AVE

AUSTIN, TX 78701

*O00 20536 k"

M CHECK BACKGROUND AREA CHANGES COLOR GRADUALLY FROM TOP TO BOTTOM. il

15713402

i G
DATE 06/08/2015 CHE(Q( NO. 205361

swxarinkaai* €400 00

VOID IF NOT CASHED WITHIN
SIX MONTHS OF ISSUE

AMOUNT

[NON TR.ANSFERABLEI

Owner Call Cenler: 1-877-311-1443

FACSIMILE SIGNATURE -ACEI ll'.lé'éfc’#%‘
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Check No.: 205362 Period Covered: 07/30/2015-07/29/2016 ']_ 5 7 1 3 4 O 3
Payment Type: DELAY RENTAL Payment Amount: $100.00 ~ A
Lease Number: 1045696/002 LSE Original Lessor: MCGARY LIVING TRUST - SPH
Lease Effective Date: 07/30/2014 Recording Information: Book # 1094 Page # 434, 14-06998
State: TX County: REEVES

Che}ck Remarks:
DELAY RENTAL

SECTION 34, BLOCK 56, TWN 2 SOUTH, A-2216 .0l

§ {
[
For the Credit of: {1
Owner: COMMISSIONER OF THE TEXAS GENERAL (BA#):80104210 Payment Amouni{ $100.00
LAND OFFICE ATN MINERAL LEASING s
Address: 1700 N CONGRESS AVE
AUSTIN, TX 78701

_VERIFY THE AUTHENTICITY OF THIS MULTLTONE SECURITY DOCUMENT. [l CHECK BACKGROUND AREA CHANGES COLOR GRADUALLY FROM TOP T0 BOTTOM. |l
: O st i e s L e T s
aid thpbilli ton SwkolAmuics vspeaesLehEl 33 DATE 06/08/2015 ! Scuscx NO. 205362
PETROHAWK ENERGY CORPORATION RO A R L ’
ATTN LAND ADMINISTRATION
P.O. BOX 22719

HOUSTON, TX 77027-9998
AMOUNT srxrawinaavad 100 00

VOID IF NOT CASHED WITHIN
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~age 1 of 2

175065 0808 1 000032 000125 001/004

11L3% 1

Check No.: 205363
Payment Type: DELAY RENTAL

Lease Number: 1045636/003 LSE

| Lease Effective Date: 07/30/2014

Period Covered: 07/30/2015-07/29/2016
Payment Amount: $100.00

15713404

Original Lessor: MARY JANE MCGARY

Recording Information: Book # 1094 Page # 472, 14-06997

State: TX County: REEVES

Check Remarks:
DELAY RENTAL

SECTION 34, BLOCK 56, TWN 2 SOUTH, A-2216

For the Credit of:

Owner: COMMISSIONER OF THE TEXAS GENERAL (BA#):80104210
LAND OFFICE ATN MINERAL LEASING
Address: 1700 N CONGRESS AVE

AUSTIN, TX 78701

-
e

e

Payment Amount&’m 00.00

I___ | VERFYTHE AUTHENTICITY OF THIS MULTI.TONE SECURITY DOCUMENT.
g"zé bhpbill_iton Bank of America 1455 Marke St 4ih FI 324
PETROHAWK ENERGY CORPORATION SRRSO IS MoGL
ATTN LAND ADMINISTRATION
P.0. BOX 22718
HOUSTON, TX 77027-9998
Pﬁ'\Y whsiionkirk 4 00*DOLLARS AND* 00*CENTS

PAY COMMISSIONER OF THE TEXAS GENERAL

il LAND OFFICE ATN MINERAL LEASING

ORDER 1700 N CONGRESS AVE

oF AUSTIN, TX 78701

000205363

_ M___CHECK BACKGROUND AREA CHANGES COLOR GRADUALLY FROM TOP T0 BOTTOM. i

LOMYRAN CAFTLRE® AR TS RAD FAOTTC TN
-

DATE 06/08/2015 ~ CHECK NO. 205363

AMOUNT *.*-“‘*““5100.00

YOID IF NOT CASHED WITHIN
SIX MONTHS OF ISSUE

NON TRANSFERABLE

Owner Call Center: 1-877-311-1443
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From:

MEMORANDUM

TEXAS GENERAL LAND OFFICE e GEORGE P. BUSH e COMMISSIONER

October 29, 2015

State Lease Nos. MF105269: MF115669; MF115668; MF116549: MF116837;
MF116838: MF116839; MF115920; and MF101167

Dustin Brian Oslick

Subject: Mapping [ssues in Alamo

Short Answer: Alamo is unable to reflect the proper depth interval cross-hatching in the Alamo
GIS system when: 1) a tract of land is owned by multiple undivided interest owners; 2) one of
those undivided interest owners includes additional tracts they may own in their State Lease: and
3) one of the tracts is an “Allow All Depths™ tract, and the other tract is a “Specified Depths™
tract. In such scenario, both red and blue cross-hatching will be reflected in Alamo GIS.

Long Answer: The above referenced mineral files were originally flagged by Jesse Arellano due
to the fact that the cross-hatching reflected conflicting depth intervals. A review of the mineral
files indicated the following:

A. MF105269 originally covered the SW/4, SW/4NE/4, W/2SE/4 of Section 28, Block 56,
Township 2, T&P Ry. Co. Survey, Reeves County. Texas. A Termination Letter was sent by
this office on May 2, 2014 which indicated the following:

1,

The Trinity State "28" #3 Well (API #42-389-32481) was completed to a total depth of
3.420" subsurface and further indicated that Draco Energy may retain the SE/4SW/4 from
the surface down to 3.520' subsurface. This depth interval is supported by the Well
Records. New State Leases MF115668, MF115669 and MF101167, in so far as said
State Leases cover the SE/4SW/4. cover all the deep rights lying below 3.518' subsurface.
No correction in Alamo was made due to the small amount of vertical footage at issue.

The Trinity State "28" #4 (API No. 42-389-32541) was completed to a total depth of
3.450" subsurface and further indicated that Draco Energy may retain the SW/4SE/4
down to 3.540' subsurface. New State Leases MF115668, MF115669 and MF101167, in
so far as said State Leases cover the SW/4SE/4, cover all the deep rights lying below
3,550" subsurface. Well Records confirm total depth drilled was 3.450" subsurface. It
appears the depth on the Termination Letter was incorrectly calculated and should have
been 3.550' subsurface, being 100" below the deepest well drilled. This has been
corrected in Alamo.

The Trinity State "28" #161 (API No. 42-389-32391) was completed to a total depth of
3.800' subsurface and further indicated that Draco Energy may retain the NW4/SE4 down
to 3.900' subsurface. New State Leases MF115668, MF115669 and MF10167. in so far



B.

as said State Leases cover the NW4/SE4, cover all the deep rights lying below 3,900'
subsurface. There were no depth issues with this tract.

MF101167 originally covered the SE/4NE/4 and NE/4SE/4 of Section 28, Block 56,
Township 2, T&P Ry. Co. Survey. Reeves County, Texas. A Termination Letter was sent by
this office on May 2, 2014 which indicated the following:

1. The Northrup “A” Estate #1 (API No. 42-389-31897) was completed to a total depth of
3.394" subsurface and further indicated Kimlar Energy may retain the NE/4SE/4 down to
3.494" subsurface. New State Leases MF115668 and MF115669 covering the NE/4SE/4
cover all the deep rights lying below 3,494" subsurface. There were no depth issues with
this tract.

o

The Northrup “A” Estate #1 (API No. 42-389-31698) was completed to a total depth of
4.800° subsurface and further indicated Kimlar Energy may retain the SE/4NE/4 down to
4,900 subsurface. New State Leases MF115668 and MF115669 covering the SE/4NE/4
cover all the deep rights lying below 4,900" subsurface. There were no depth issues with
this tract.

Based on the above review, the depths for MF105269 and for MF101167 were updated in Alamo
to reflect the specified depth intervals outline above. These tracts appear to now be reflected
correctly in Alamo GIS. Additionally, MF101167A was updated in Alamo to reflect the correct
the following: lease date; control number; base file; and legal description.

Furthermore. a review of the above captioned mineral files also indicated the following:

ik

MF116837 covers all depths in so far as it covers Section 34, Block 56. Township 2 South’ ;
T&P Ry. Co. Survey, Reeves County, Texas.

MF116838 covers all depths in so far as it covers the NW/4, N/2NE/4, and the SE/4SE/4 of
Section 28, Block 56, Township 2 South', T&P Ry. Co. Survey, Reeves County, Texas.

MF116839 covers all depths in so far as it covers Section 32, Block 56, Township 2 South',
T&P Ry. Co. Survey, Reeves County, Texas.

MF115920 covers all depths in so far as it covers 240 acres out to the N/2 of Section 32,
Block 56, Township 2, T&P Ry. Co. Survey, Reeves County, Texas.

MF116549 covers both all depth tracts and the following specified depths in Section 28,
Block 56, Township 2 South’, T&P Ry. Co. Survey, Reeves County, Texas, to wit:

I Township 2 South appears to be erroneous based on a review of the Texas GLO Land Grant Search. The legal
description should only read “Township 2.”
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W/2SW/4 and the NE/4SW/4 as to all depths;

SE/4SW/4- all depths below 3,518 subsurface;
NW/4SE/4- all depths below 3,900" subsurface;
SW/4SE/4- all depths below 3,550" subsurface;

i. Note: The correct depth interval was used on the Lease. See Section (1) (b)
hereinabove.

. NE/4SE/4- all depths below 3,494 subsurface;

SE/4NE/4- depths below 4,900" subsurface; and
SW/4NE/4 as to all depths.

H. MF115668 and MF115669 cover the following specified depths in Section 28, Section and
all depths in Section 32 and Section 34, Block 56, Township 2, T&P Ry. Co. Survey. Reeves
County, Texas, to wit:

= U A

8.
9.

Section 34 SAVE AND EXCEPT the NE/4NE/4- as to all depths:
Section 32- as to all depths;
NW/4; N/2NE/4; SE/4SE/4 of Section 28- as to all depths:
W/2SW/4 and the NE/4SW/4 of Section 28- as to all depths;
SE/4SW/4 of Section 28- all depths below 3,518" subsurface;
NW/4SE/4 of Section 28- all depths below 3,900 subsurface:;
SW/4SE/4- all depths below 3.550" subsurface:

i. Note: The correct depth interval was used on the Lease. See Section (1) (b)

hereinabove.

NE/4SE/4- all depths below 3,494 subsurface;
SE/4NE/4- depths below 4,900" subsurface; and

10. SW/4NE/4 as to all depths.

A review of the Alamo GIS system with Jesse Arellano indicated that the system analyzes
the depth interval specified in Alamo and then reflects the mineral file in Alamo GIS as either: 1)
cross-hatched in blue, indicating a the tract is an “Allow All Depths™ tract: or 2) cross-hatched in
red, indicating the tract is a “Specified Depths™ tract. When a mineral file is cross-hatched in
both red and blue, there is a discrepancy in the depth intervals. Generally, this is corrected by
updating the depth interval of the older mineral file after the deep rights have terminated.

However, correcting conflicting cross-hatching in Alamo GIS is not is not possible when: 1)
a tract of land is owned by multiple undivided interest owners; 2) one of those undivided interest
owners includes additional tracts they may own in their State Lease; and 3) one of the tracts is



an “Allow All Depths” tract, and the other tract is a “Specified Depths™ tract, then, in this
situation, Alamo is unable to reflect the proper depth interval cross-hatching in Alamo GIS due
to system limitations. To further illustrate using MF116839 and MF115669 outlined
hereinabove: 1) MF116839 covers all depths in Section 32 from one undivided interest owner:
and 2) MF115669 also covers all depths in Section 32 from a different undivided mineral interest
owner:; however, MF115669 also covers “Specified Depth™ tracts in Section 28 which are owned
by the same undivided interest owner. As such, Alamo GIS reflects Section 32 as both “Allow
All Depths,” due to MF116839, being the cross-hatches in blue, and also as “Specified Depths,”
due to MF115669, being the cross-hatches in red. Due to the limitations of the Alamo depth
field, said tracts are not able to be corrected.
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Page 1 of 2 175065 0610 1 000007 000025 001/004

Check No.: 207255 Period Covered: 07/30/2016-07/29/2017
Payment Type: RENTAL Payment Amount: $100.00 l 6 7 ] 3 ]- O 8
Lease Number: 1045696/001 LSE Original Lessor: MCGARY FAMILY TRUST - KELLY SEPARATE
Lease Effective Date: 07/30/2014 Recording Information: Book # 1094 Page # 483, 14-06998

State: TX County: REEVES

Check Remarks:
DELAY RENTAL

SEC 34, BLK 56, T2, A-2216, REEVES COUNTY TX

For the Credit of: 4

Owner: COMMISSIONER OF THE TEXAS GENERAL (BA#):80104210 Payment AmouMTO0.0U
LAND OFFICE ATN MINERAL LEASING

Address: 1700 N CONGRESS AVE

AUSTIN, TX 78701




Page 1of 2

175065 0610 1 000009 000033 001/004

Check Remarks:
DELAY RENTAL

SECTION 34, BLOCK 56, TWN 2 SOUTH, A-2216

For the Credit of:

Address: 1700 N CONGRESS AVE

AUSTIN, TX 78701

Owner: COMMISSIONER OF THE TEXAS GENERAL (BA#):80104210
LAND OFFICE ATN MINERAL LEASING

Check No.: 207256 Period Covered: 07/30/2016-07/29/2017
Payment Type: RENTAL Payment Amount: $100.00 l 6 7 1 3 1 O Q
Lease Number: 1045696/002 LSE Original Lessor: MCGARY LIVING TRUST - SPH
Lease Effective Date: 07/30/2014 Recording Information: Book # 1094 Page # 494, 14-06999
State: TX County: REEVES

¥
|

Payment Amouﬁlﬁi‘iO0.0D

3y
\




Page 17of 2

175065 0610 1 000012 000045 001/004

Check No.: 207257
Payment Type: RENTAL

Lease Number: 1045696/003 LSE

Lease Effective Date: 07/30/2014

State: TX

Check Remarks:
DELAY RENTAL

*ee

For the Credit of:

Address: 1700 N CONGRESS AVE

AUSTIN, TX 78701

SECTION 34, BLOCK 56, TWN 2 SOUTH, A-2216

Period Covered: 07/30/2016-07/29/2017
Payment Amount: $100.00

Original Lessor: MARY JANE MCGARY

16713110

Recording Information: Book # 1094 Page # 472, 14-06997

County: REEVES

M 1169310

Owner: COMMISSIONER OF THE TEXAS GENERAL (BA#):80104210
LAND OFFICE ATN MINERAL LEASING

-

[
Payment Amouit: $100.00




File No. MF 1168571
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Date: 11/15/2016

To: BHP Billiton Petroleum
Land Administration

P O Box 22719

Houston, TX 77227-9927

(877) 311- 1443

Issue Date:
Property Name:
Property #:
Production:
Operator:

Legal Description:

CREDITTO
Owner # 80113945

STATE OF TEXAS GLO
1700 N CONGRESS AVE NO 640
AUSTIN TX 78701-1495

Decimal
0.00586001

0.00194995
0.02344004
0.02083334
0.00155996
0.02930005
0.02083333
0.00038999
0.02083333

Type
RI

RI
RI
RI
RI
RI
RI
RI
RI

MY D bl
ME 1B 6Y
AME L LB 3T

DIVISION ORDER

ME AW 103

11/15/2016

STATE TRINITY 56-T2-34 1H
P1M592/00501  3&q- HZ 10
ALL PRODUCTS

BHP BILLITON PETROLEUM (TXLA OPERATING)
T&P RR CO ABST/ID# 2216 Grantee D.W. HENDERSON Twsp T2 Blk 56 Sec 34
REEVES COUNTY/PARISH, TEXAS (639.280 ACRES)

Status Reason
PAY

PAY
PAY
PAY
PAY
PAY
PAY
PAY
PAY

Start Date
9/1/2016

9/1/2016
9/1/2016
9/1/2016
9/1/2016
9/1/2016
9/1/2016
9/1/2016
9/1/2016

&b
bhpbilliton

resourcing the future



TEXAS GENERAL LAND OFFICE
GEORGE P. BUSH, COMMISSIONER

December 20, 2016

Broderick Brown
Division Order Analyst
BHP Billiton Petroleum
P O BOX 22719
Houston, TX 77227-9927

Re: State Lease Nos. MF110031 and MF1 177\}9 Camp State 56-1T2-8 1H Unit 7716;
MF115668, MF115669, MF116837 and MF117031
State Trinity 56-T2-34 1H; and MF117839 Mineral Pursuit 55-12-42 1H

Dear Mr. Brown:

The Texas General Land Office (GLO) has received your Division Orders for the referenced
units. These Division Orders have been filed in the appropriate mineral files.

The payment of royalties attributable to state-owned mineral and royalty interests is set by
contract and applicable statutes and rules. The execution of division orders may, in some cases,
affect the manner in which such payments are made or calculated. Therefore, Title 31, §9.32, of
the Texas Administrative Code specifies that GLO staff cannot execute a division order or bind
the state to any terms contained within it.

Subject to applicable state law and the state’s right to take its production in-kind, the GLO
acquiesces to the sale of oil and gas in accordance with the terms and conditions set out in the oil
and gas leases. If you have questions concerning this matter, please feel free to e-mail me at the

address below my signature.

We look forward to being put on pay status as soon as you are able to set up the wells in our
RRAC system.

Thank you,

D LKLCM \ \\Q,q \OA o‘wb

Vivian Hernandez

Landman, Energy Resources
512-475-0428

512-475-1543 (fax)
vivian.hernandez@glo.texas.gov

1700 North Congress Avenue, Austin, Texas 78701-1495
P.O. Box 12873, Austin, Texas 78711-2873
512-463-5001 glo.texas.gov
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| SEWDER: 8OMPLETE THIS SECTION

' @ Complete items 1, 2, and 3.

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

B Attach this card to the back of the mailpiecs,
or on the front if space permits.

T
[

COMPLETE THIS SECTION ON DELIVERY

X ?ﬁwm

X, O Agent
X A ! ; /:/,r-—/ {J] Addressee
B. Received by (Prinfed Name) ~ —].C. Date of Deliyery
Uemetds Brged] -7

1. Arlicle Addressed to:

AP X 0PIATNG Coan/an Y
Aﬂr{q\)‘f (’A’T’f\{ Bune &
pecicewmil 6025
/S__37-'7 mimoﬂlAL MH/&

Howetow, Tx 1079410/

R O S

9590 9402 1972 6123 7483 65

D. [s delivery address different from item 1? L1 Yes
If YES, enter delivery address below: [ No

2 Adticla Mumhar (Transfar from service label)

?Dl]_; 1150 0001 2420 2591

3. Service Type O Priarity Mall Express®

O Adult Signature I Reglstered Mall™

O Adult Signature Restricted Delivery O Reglstered Mail Restricted

O Certified Mall® Delivery

O Certifled Mall Restricted Dellvery O Return Recelpt for
Merchandise

O Collect on Dellvery

O Collect on Dellvery Restricted Delivery O Signature Confrmation™
== hgntdrleret O Signature Conflmation

| Restricted Delvery Restricted Delivery

PS Form 3811, July 2015 PSN 7530-02-000-9053

Domestic Return Recelpt

R R R i .

[}
1
H



7011 1150 D00l 2420 2591 °

U.S. Postal Service

"CERTIFIED MAIL. RECEIPT

(Domestic Mail Only; No Insurance Coverage Provided)

For delivery information visit our website at www.usps.comg

Postage | $ MF 5’(4(15
Certified Fes MFILSE (‘q
(End Return F:eF?eip!_Fede} Po::t::: Ik
orsement Require
Restricted Delivery Fee “F‘ 16 8 3—1
(Endorsement Required)
. 1 MEN03)|
Total Postage & Fees ' o I
AT Pt ) Bur. G |

RO X OPsas il Combant

orroian )5 311 Memgral De

S Form 3800, August 2006



Texas General Land Office

Reconciliation Billing PP L
- (800) 998-4456
George P. Bush, Commissioner 8:00 - 5:00 M-F
BPX Operating Company
Attn: Patty Burg Billing Date: 10/2/2019
Office: WM11 6025-1 Billing Due Date: 11/1/2019
15377 Memorial Drive Customer Number: C000046383
Houston, TX 77079—4101
=0 Royaty
!20100653—_—"%%635 | é1217335] $0.00] §1,21733]  $783.44]  $14,174.12]
20100064 |MF115668 $0.00 $2,136.70 $276.80 $154.07, $2,567.57
20100065 IMF115669 $1,352.72 $0.00| $201.30| $87.05| $1,641.07
120100066 IMF115669 $0.00 $196.42 | $25.00 $14.35] $235.77
120100067 |MF116837 $14,426.47 $0.00/ $1,442.65 $928.46 $16,797.58
20100068 MF116837 $0.00 | $2,532.30 $309.52 $182.59| $3,024.41
20100069 MF117031 $900.50 $0.00 $200.00 $57.98| $1,158.48
20100070 MF117031 $0.00/ $130.67 $25.00 $9.55| $165.22
Total Due | $28,853.04| $4,996.09| $3,697.60 $2,217.49]  $39,764.22

Penalty and interest have been calculated thru 10/31/2019. Payment remitted after 10/31/2019 will
result in additional penalty and interest charges.

Contact Info: David Jacquet (512) 463-5262 or david.jacquet@glo.texas.gov

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

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

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

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

Detach and return with payment

Reconciliation Billing

BPX Operating Company Remit Payment To:

Billing Date: 10/2/2019 Texas General Land Office

Billing Due Date: 11/1/2019 PO Box 12873

Customer Number: 0000046383 Austin TX 78711-2873

Invoice [Mineral File ' fty]  Interest|  Total Duel
20100063  |MF115668 |  $12,17335| = $0.00 $1217.33]  ¢783.44 $14,174.12
20100064 MF115668 $0.00 $2,136.70 $276.80 $154.07 $2,567.57
20100065 MF115669 $1,352.72 50.00]  $201.30 $87.05 $1,641.07




Texas General Land Office
PO Box 12873
Austin, TX 78711-2873
(800) 998-4456
8:00 - 5:00 M-F

George P. Bush, Commissioner

20100066 MF115669 $0.00 $196.42 $25.00 $14.35 $235.77
20100067 MF116837 $14,426.47 $0.00 $1,442.65 $928.46|  $16,797.58
20100068 MF116837 $0.00 $2,532.30 $309.52 $182.59 $3,024.41
20100069 MF117031 $900.50 $0.00 $200.00 $57.98 $1,158.48
20100070 MF117031 $0.00 $130.67 $25.00| $9.55 $165.22
Total Due $28,853.04 $4,996.09 $3607.60,  $2,217.49]  $39,764.22
Amt. Paid [ l |'




Customer |D: €0C0046383

Category Gas
Invoice Number: Auditor/AE: DJACQUET
GLO Lease: MF115668 Billing Date: 10/1/2018
GLO Review: BPX OPERATING COMPANY P&l Calculation Date: 10/31/2019
Review Period: SEP 2017 Through AUG 2018 Royalty Rate: 12.50%
1 2 8
Penalty Rate  Interest Rate
Tract Additional Interest Rate From From
RRC Gas/0il Participation Royalty Number of For Additional Additional Additional Revenue
Month / Year . - Number Volume Rate Price | Due ___ Days Late Rvalt 5 ovanv Rovalty2 Due
$3.41 | $1,032.54] 59 5.50% $103.25 383 40|
__08-282064 4,815] 1 $2.21| 10132 | $10.791.48 $1,348.93 $0.00| $1.348.93 5.50% $134.89 $102.65| $1,586.47
8-28206 $1.91 | $18967.01]  §2,37088) | $2,570.88 5.50% $207.08]  $16970| $2.777.67)
08-282084 7.586 1 $1.90 | 1.0128 $14,594,34 $1,824.29 $0.00] $1,824.29] | 5.50% §182.43 $122.05| $2,128.77
_5.700} 1] $186] 1.0153 Slﬁ.lﬂédj $1,344 30.00| $1,344.65 473 5.50% $134.47 $83.88| $1.563.00|
$10,627.90] _ $1,328.49 $1.328.49 442 5.50% $132.85 $76.67| $1,538.01
$715.24

2,208,33

$97,386.90 | $12,173.35 $0.00 $12,173.36

$1,217.33 $783.44 $14,174.12
COMMENTS: BILLING ON UNDER PAIDC ROYALTIES FOR RRC ID#08-282084, 08-284082, 08-284001 & 08-284079 UNIT 8078,
COLUMN (3) VOLUMES - REPRESENTS VOLUMES UNDER REPORTED TO THE GLO VERSUS WHAT WAS REPORTED TO THE RRC.
COLUMNS (5) & (8)

THE PRICES AND BTU FACTORS WERE DETERMINED BY USING THE AVERAGE PRICES AND BTU FACTOR REPORTED ON THE GLO2 REPORTS FOR RESIDUE GAS.
COLUMNS (12),(13),(14) PLEASE GO TO THIS WEB SITE FOR EXPLANATION OF PENALTY AND INTEREST ASSESSMENT:
Nl s.qov/ene iness/oil-gas/rrac/forms alty-i C

eresl-assessment-rules.pd

NOTE 1: PLEASE REMIT PAYMENT OF THIS INVOICE SEPARATELY FROM REGULAR ROYALTY PAYMENTS. THE PREFERED METHOD OF PAYMENT IS BY CHECK
ACCOMPANIED WITH THE BOTTOM HALF OF THE ATTACHED INVOICE. IF PAYMENT IS MADE THROUGH ACH DEBIT, NOTIFY THE AUDITOR AS TO THE
REMITTANCE DATE SO THE INVOICE CAN BE PROPERLY CREDITED,

ATTN: PATTY BURG

CERTIFIED MAIL: 7011 1150 001 2420 2591

1of1



Customer |D:
Invoice Number:
GLO Lease:
GLO Review:
Review Period:

CO00046383 Category Ol
Auditor/AE: DJACQUET

MF115668 Billing Date: 10/1/2018
BPX OPERATING COMPANY P&l Calculation Date: 10/31/2019
SEP 2017 Through AUG 2018 . Royalty Rate: 12.50%
2 3 4 5 6 v 8 9 10 11 12 13 14 15

5 52064 230 1 $1.76 $2,073.67
May-18, __06-260064) 8 1 S - . ‘ S92

COMMENTS:
COLUMN (3)

COLUMNS (5) & (8)
COLUMNS (12),(13),(14)

NOTE 1:

ATTN:
CERTIFIED MAIL:

BILLING ON DIFFERENCE FROM UNDER REPORTED VOLUMES FOR RRC |D# 08-282064, 08-284082, 08-284001 & 08-2840073 UNIT 8078,

VOLUMES - REPRESENTS THE UNNER REPORTED VOLUMES REPORTED TO THE RRC VERSUS REPORTED TO THE GLO.
THE PRICES -BASED OFF THE AVERAGE PRICE REPORTED TO THE GLO ON THE GLO1 REPORTS,
PLEASE GO TO THIS WEB SITE FOR EXPLANATION OF PENALTY AND INTEREST ASSESSMENT:

H alo.lexas.gov/energ ] s/penalty- esl-a5508s

PLEASE REMIT PAYMENT OF THIS INVOICE SEPARATELY FROM REGULAR ROYALTY PAYMENTS. THE PREFERED METHOD OF PAYMENT IS BY CHECK
ACCOMPANIED WITH THE BOTTOM HALF OF THE ATTACHED INVOICE. IF PAYMENT IS MADE THROUGH ACH DEBIT, NOTIFY THE AUDITOR AS TO THE
REMITTANCE DATE SO THE INVOICE CAN BE PROPERLY CREDITED.

PATTY BURG
7011 1150 001 2420 2591



Customer ID: C000046383 Category Gas
Invoice Number: Auditor/AE: DJACQUET
GLO Lease: MF115668 Billing Date: 10/1/2019
GLO Review: BPX OPERATING COMPANY P&l Calculation Date: 10/31/2019
Review Period: SEP 2017 Through AUG 2018 Royalty Rate: 12.50%
1 2 3 6 7. 8 9 10 11 12 13 14 15
RR 0 p Ro Q or A 0 Additio 0 R
0 1 = 4] R B Ro D Ro P D D Ro RO U
Jan-18 $916 41 L $114,55 $114. 595 -5, $25.00 $9.25 $148.
Feb-18| 08-282064 536 1.0132 | $1,201.791 $150.22 $0.00|  $150.22 564 5.50% $25.00 $11.43 $186.65
L Marts| 08282084 i 1024 s2.10387| 0| $262.05 534 5. $26.30 $1882|  $308.07)
Apr-18| 08-28208. 842 1.0129 $1,619.89 $0.00]  $202.49 508] 5.50% $25.00 _$13.55 $241.04
' 635 | 10163 |  s1.107.58 ‘ 473) 5.50% $25.00] 934 $184,03)
$1,183.88] $147.99 $0.00] $147.99 442 5.50% $25.00 $8.54 $181.53

COMMENTS:
COLUMN (3)

COLUMNS (5) & (8)
COLUMNS (12),(18),(14)

NOTE 1:

ATTN;
CERTIFIED MAIL:

$10,821.72

$1,352.72

$0.00 §1.352.72

BILLING ON UNDER PAID ROYALTIES FOR RRC ID#0B-282064, 08-284082, 08-284001 & 08-284079 UNIT 8078.

VOLUMES - REPRESENTS VOLUMES UNDER REPORTED TO THE GLO VERSUS WHAT WAS REPORTED TO THE RRC.

THE PRICES AND BTU FACTORS WERE DETERMINED BY USING THE AVERAGE PRICES AND BTU FACTOR REPORTED ON THE GLO2 REPORTS FOR RESIDUE GAS.

PLEASE GO TO THIS WEB SITE FOR EXPLANATION OF PENALTY AND INTEREST ASSESSMENT:

hittp://www. glo. texas govieneray-business/oil-gasirrac/formsipenally-interesl-assessmeni-rules pdf

PLEASE REMIT PAYMENT OF THIS INVOICE SEPARATELY FROM REGULAR ROYALTY PAYMENTS. THE PREFERED METHOD OF PAYMENT IS BY CHECK

ACCOMPANIED WITH THE BOTTOM HALF OF THE ATTACHED INVOICE. IF PAYMENT IS MADE THROUGH ACH DEBIT, NOTIFY THE AUDITOR AS TO THE

REMITTANCE DATE SO THE INVOICE CAN BE PROPERLY CREDITED

PATTY BURG
7011 1150 001 2420 2591

1of1

$201.30




Customer ID: C000046383 Category Oil

Invoice Number: Auditor/AE: DJACQUET
GLO Lease: MF115669 Billing Date: 10/1/2018
GLO Review: BPX OPERATING COMPANY P&l Calculation Date: 10/31/2019
Review Period: SEP 2017 Through AUG 2018 Royalty Rate: 12.50%

1 2 3 4 5 6 7 8, &)

13 1
Penalty Rate  Interest Rate
Tract Interest Rate  From From
Participation Additional  Number of For Additional Additional Additional
Month / Year Gas/QOil Volume Rate Price Rovalty Due Davs Late  Rovalty Rovalty Rovaltv2 Revenue Due
* ; % i e S = MRS A e A

$1,571.34 $196.42 B $14.36 $235.77

COMMENTS: BILLING ON DIFFERENCE FROM UNDER REPORTED VOLUMES FOR RRC |D# 08-282064, 08-284082, 08-284001 & 08-2840079 UNIT 8078,
COLUMN (3) VOLUMES - REPRESENTS THE UNNER REPORTED VOLUMES REPORTED TO THE RRC VERSUS REPORTED TO THE GLO.
COLUMNS (5) & (6) THE PRICES -BASED OFF THE AVERAGE PRICE REPORTED TO THE GLO ON THE GLO1 REPORTS.
COLUMNS (12),(13),(14) PLEASE GO TO THIS WEB SITE FOR EXPLANATION OF PENALTY AND INTEREST ASSESSMENT;
J g energy-business as/rraciform ty-intere sment-rules.pd

NOTE 1: PLEASE REMIT PAYMENT OF THIS INVOICE SEPARATELY FROM REGULAR ROYALTY PAYMENTS. THE PREFERED METHOD OF PAYMENT IS BY CHECK
ACCOMPANIED WITH THE BOTTOM HALF OF THE ATTACHED INVOICE. IF PAYMENT IS MADE THROUGH ACH DEBIT, NOTIFY THE AUDITOR AS TO THE
REMITTANCE DATE SO THE INVOICE CAN BE PROPERLY CREDITED.

ATTN: PATTY BURG
CERTIFIED MAIL: 7011 1150 001 2420 2591



Customer ID: 000046383 Category Gas
Invoice Number: Auditor/AE: DJACQUET
GLO Lease: MF116837 Billing Date: 10/1/2019
GLO Review: BPX OPERATING COMPANY P&l Calculation Date: 10/31/2019
Review Period: SEP 2017 Through AUG 2018 Royalty Rate: 12.50%
1 2 3 5 5] 7 3} 9 10 11 12 13 14 15
RR 0 - Ro 0 ad o] 2 0 4 0O
o 0 R P B Ro D Ro RO
> - [ i o3 ik S| T " it il =
3,101) B9.32|  §1.223 50%! 122.3 $98.83|
Feb-18| 08-282064] 5708 i $12,792.19 $1,599.02 $0.00| $1,599.02] 564] $159.90, $121.68] $1,860.60
-18| _08-282064 11,5084 s101| 10124| $22470090| $2.808.86 ‘ 534 | $201.08| $3.200.80
or-18| 08-282064 8,992 $1.80 | 1.0129 | $17.299.91|  $2162.49 ] 503 216.25 $144.68| $2,523.42
_8186] 10153| $1274972| $150971]  §000| §1.583.71 473 $159.37 $99.42|
Jun-18| 08-282064 6,063 $2.03 | 1.0249 $12,601.28 $1,575.16 $0.00] §1.575.16 442 5.50% $157.52 $90.91| $1.823.59
| 3,047 8247 | 1 10243 | $6,777.94|  $847.24] 0.00 411 5.50% $84.72| $976.
Aug-18| 08-282064 10,614 1.93 | 1.0233 20,930.67 2,616.33 0.00| $2616.33 381 5.50% 261.63 126.95 3,004.91

COMMENTS:

COLUMN (3)

COLUMNS (5) & (6)
COLUMNS (12),(13),(14)

NOTE 1:

ATTN:

CERTIFIED MAIL:

BILLING ON UNDER PAID ROYALTIES FOR RRC ID#0B-282064, 08-284082, 08-284001 & 08-284079 UNIT 8078,

VOLUMES - REPRESENTS VOLUMES UNDER REPORTED TO THE GLO VERSUS WHAT WAS REPORTED TO THE RRC.
THE PRICES AND BTU FACTORS WERE DETERMINED BY USING THE AVERAGE PRICES AND BTU FACTOR REPORTED ON THE GLO2 REPORTS FOR RESIDUE GAS
PLEASE GO TU THIS WEB SITE FOR EXPLANATION OF PENALTY AND 1NTEREST ASSESSMENT

PLEASE REMIT PAYMENT OF THIS INVOICE SEPARATELY FROM REGULAR ROYALTY PAYMENTS. THE PREFERED METHQOD OF PAYMENT IS BY CHECK
ACCOMPANIED WITH THE BOTTOM HALF OF THE ATTACHED INVOICE. IF PAYMENT IS MADE THROUGH ACH DEBIT, NOTIFY THE AUDITOR AS TO THE
REMITTANCE DATE SO THE INVOICE CAN BE PROPERLY CREDITED.

PATTY BURG
7011 1150 001 2420 2591

1of1



Customer |D:
Invoice Number:
GLO Lease:
GLO Review:
Review Period:

COMMENTS:
COLUMN (3)

COLUMNS (5) & (8)
COLUMNS (12),(13},(14)

NOTE 1:

ATTN:
CERTIFIED MAIL:

C000046383 Category Oil
Auditor/AE: DJACQUET
MF116837 Billing Date: 10/1/2018
BPX OPERATING COMPANY P&I Calculation Date: 10/31/2019
SEP 2017 Through AUG 2018 Royalty Rate: 12.50%
2 3 4 5 6 T 8 ) 10 11 12 13 14 15/

457

$106.12

BILLING ON DIFFERENCE FROM UNDER REPORTED VOLUMES FOR RRC ID# 08-282064, 08-284082, 08-284001 & 08-2840079 UNIT 8078,

VOLUMES - REPRESENTS THE UNNER REPORTED VOLUMES REPORTED TO THE RRC VERSUS REPORTED TO THE GLO.
THE PRICES -BASED OFF THE AVERAGE PRICE REPORTED TO THE GLO ON THE GLO1 REPORTS.
PLEASE GO TO THIS WEB SITE FOR EXPLANATION OF PENALTY AND INTEREST ASSESSMENT:

18 il-gas c -a ent-rules

PLEASE REMIT PAYMENT OF THIS INVOICE SEPARATELY FROM REGULAR ROYALTY PAYMENTS. THE PREFERED METHOD OF PAYMENT IS BY CHECK
ACCOMPANIED WITH THE BOTTOM HALF OF THE ATTACHED INVOICE. IF PAYMENT IS MADE THROUGH ACH DEBIT, NOTIFY THE AUDITOR AS TO THE
REMITTANCE DATE SO THE INVOICE CAN BE PROPERLY CREDITED.

PATTY BURG
7011 1150 001 2420 2591



Customer ID: C000046383 Category Gas

Invoice Number: Auditor/AE: DJACQUET
GLO Lease: MF117031 Billing Date: 10/1/2012
GLO Review: BPX OPERATING COMPANY P&l Calculation Date: 10/31/2019
Review Period: SEP 2017 Through AUG 2018 Royalty Rate: 12.50%
1 2
Penalty Rate Interest Rate
Tract Additional Interest Rate From From
RRC Gas/Oil Participation Royalty Number of For Additional Additional Additional Revenue
Month / Year Number Volume Rate Price Rovalty Due | Rovally Paid Due Days Late Rovalty Rovalty Rovalty2 Due
- = - e oy : e -,‘-' — e == e T e - P _ 7
_8615.7 6.96 80, 6. 598) : $25. 8622/  $108.18|
_Feb-18] 08-282064 > 1 $221| 1.0132 $796.68 $99.58 §0.00 $99.58 564 5.50% $25.00 $7.58 $132.16
Mar-18| 0B-282084|  7: 1) $191| 10124 |  $140228) $175. 0.00| $17528]  534| 5.50% $25.00 $12.55|  $212.83
Apr-18| 08-282064 562 1 $1.90 [ 1.0129 1 081.83 $135.23 $0.00| $135.23| 503] 5.60% $25.00 L $9.05 $169.28

Jun-18

a7g 1| 5203 | 10249 $787.42 §98.43 50.00|  §98.43 442 5.50% $25.00 5568  $129.11

$7,204.08 $900.50 $0.00 $800.50 $57.98  $1,158.48
COMMENTS: BILLING ON UNDER PAID ROYALTIES FOR RRC ID#08-282064, 08-284082, 08-284001 & 08-284079 UNIT 8078,
COLUMN (3) VOLUMES - REPRESENTS VOLUMES UNDER REPORTED TO THE GLO VERSUS WHAT WAS REPORTED TO THE RRC.
COLUMNS (5) & (8) THE PRICES AND BTU FACTORS WERE DETERMINED BY USING THE AVERAGE PRICES AND BTU FACTOR REPORTED ON THE GLO2 REPORTS FOR RESIDUE GAS.
COLUMNS (12),(13),(14) PLEASE GO TO THIS WEB SITE FOR EXPLANATION OF PENALTY AND INTEREST ASSESSMENT:
ntp:vwww. alo qo ] ISINBss [rac pena erest-assassment-ru .

NOTE 1: PLEASE REMIT PAYMENT OF THIS INVOICE SEPARATELY FROM REGULAR ROYALTY PAYMENTS. THE PREFERED METHOD OF PAYMENT IS BY CHECK
ACCOMPANIED WITH THE BOTTOM HALF OF THE ATTACHED INVOICE. IF PAYMENT IS MADE THROUGH ACH DEBIT, NOTIFY THE AUDITOR AS TQ THE
REMITTANCE DATE SO THE INVOICE CAN BE PROPERLY CREDITED.

ATTN: PATTY BURG
CERTIFIED MAIL: 7011 1150 001 2420 2591

1of1



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

COMMENTS:
COLUMN (3)

COLUMNS (5) & (6)
COLUMNS (12),(13),(14)

NOTE 1:

ATTN:
GERTIFIED MAIL:

000046383 Category Ol
Auditor/AE: DJIACQUET

MF117031 Billing Date: 10/1/2019
BPX OPERATING COMPANY P&l Calculation Date: 10/31/2019
SEP 2017 Through AUG 2018 Royalty Rate: 12.50%

2 3 [ 5 (3 ¥ 8 9

Tract Interest Rate

13)
Penalty Rate
From

Participation Additional Number of For Additional Additional

Gas/Oil Volume Rate Price Gross Value Rovaltv Paid  Rovalty Due Davs Late Rovalty
S I . I v :) ¥ s o L B
1.045.35 ).67]

$1.045.35 $130.67 $0.00 $130.67

BILLING ON DIFFERENCE FROM UNDER REPORTED VOLUMES FOR RRC ID# 08-282084, 08-284082, 08-284001 & 08-2840079 UNIT 8078,

VOLUMES - REPRESENTS THE UNNER REPORTED VOLUMES REPORTED TO THE RRC VERSUS REPORTED TO THE GLO.
THE PRICES -BASED OFF THE AVERAGE PRICE REPORTED TO THE GLO ON THE GLO1 REPORTS.
PLEASE GO TO THIS WEB SITE FOR EXPLANATION OF PENALTY AND INTEREST ASSESSMENT:

PLEASE REMIT PAYMENT OF THIS INVOICE SEPARATELY FROM REGULAR ROYALTY PAYMENTS. THE PREFERED METHOD OF PAYMENT IS BY CHECK
ACCOMPANIED WITH THE BOTTOM HALF OF THE ATTACHED INVOICE. IF PAYMENT IS MADE THROUGH ACH DEBIT, NOTIFY THE AUDITOR AS TO THE
REMITTANCE DATE SO THE INVOICE CAN BE PROPERLY CREDITED.

PATTY BURG
7011 1150 C01 2420 2591

Rovalty
o e

Interest Rate
From
Additional

Rovalty2 Revenue Due
= S T

$165.22
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Texas General Land Office

Reconciliation Billing

PO Box 12873

Austin, TX 78711-2873

(800) 998-4456

George P. Bush, Commissioner 8:00 - 5:00 M-F
BPX Operating Company

Attn: Patty Burg Billing Date: 7/16/2021

Office: WM11 6025-1
15377 Memorial Drive
Houston, TX 77079-4101

Billing Due Date: 8/15/2021
Customer Number:

C000046383

Invoice |Mineral File | Gas Royalty| Oil Royalty| ~ Penalty| Interestf Total Due
21100902 MF116837 $6,412.83 $0.00 $661.71 $499.28 $7,573.82
Total Due $6,412.83 $0.00 $661.71 $499.28 $7,573.82

Penalty and interest have been calculated thru 7/31/2021. Payment remitted after 7/31/2021 will
result in additional penalty and interest charges.

Jacquet,David (512) 463-5262 or david.jacquet@glo.texas.gov

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

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

e For questions regarding this invoice, email us at glo123@glo.texas.gov.

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

Detach and return with payment

Reconciliation Billing

BPX Operating Company

Billing Date: 7/16/2021

Billing Due Date: 8/15/2021
Customer Number: C000046383

Remit Payment To:
Texas General Land Office
PO Box 12873
Austin, TX 78711-2873

Invoice
21100902

Mineral File
MF116837

$6,412.83

Gas Royalty|

Oil Royalty|
$0.00

Penalty '
$661.71

Interest|
$499.28

Total D(Je
$7,573.82

Total Due

$6,412.83

$0.00

$661.71

$499.28

$7,573.82

Amt. Paid




Customer ID: C000046383 Category Gas

Invoice Number: Auditor/AE: DJACQUET
GLO Lease: MF116837 Billing Date: 7/6/2021
GLO Review: BPX OPERATING COMPANY P&l Calculation Date: 7/31/2021
Review Period: SEPT 2019 - AUG 2020 Royalty Rate: 12.50%

(1) (2) (3) (7) (8) (9) (10) (11) (12) (13) (14)

Penalty Rate | Interest Rate
Tract Additional Interest'Rate /[From From
RRC Gas/Oil Participation Royality. Number of For Additional ‘/Additional Additional Revenue
Month / Year Number Volume Rate Price BTU Gross Value  Royalty Due  Royalty Paid  Due Days Late | Royalty Royalty, Royaity2 Dueit &
Nov-18| 08-282064 35,916 1 $1.30 1.003 $46,936.55 $5,867.07 $0.00| $5,867.07 563 5.75% $5686.71 $465.83| $6,919.61
Feb-20| 08-282064 3,672 1 $0.46 1.005 $1,702.78 $212.85 $0.00f $212.85 472 5.75% $25.00 $13.85 $251.70
Mar-20{ 08-282064 4,560 1 $0.40 1.005 $1,855.70 $231.96 $0.00|  $231.96 442 5.75% $25.00 $14.00 $270.96
Apr-20|  08-282064 $807.58 $100.95 $100.95 5.75% $25.00 $5.60 $131.55
$51,302.60 $6,412.83 $0.00' $6,412.83 2 _S661.71 $499.28 57,573.82
COMMENTS: BILLING ON UNDER REPORTED VOLUMES FOR RRC ID#S: UNIT 8078 08-282064, 08-284001, 08-284079 & 08-284082.
COLUMN (3) VOLUMES - REPRESENTS THE VOLUMES REPORTED TO THE RRC VERSUS VOLUMES REPORTED TO THE GLO.
COLUMNS (5),(6) PRICES AAND BTU FACTORS DETERMINED BY USING THE AVERAGE PRICE AND BTU FACTORS REPORTED ON THE GLO2S.

COLUMNS (12),(13),(14) PLEASE GO TO THIS WEB SITE FOR EXPLANATION OF PENALTY AND INTEREST ASSESSMENT:
http://www.glo.texas.gov/eneray-business/oil-gas/rrac/forms/penalty-interest-assessment-rules. pdf

NOTE 1: PLEASE REMIT PAYMENT OF THIS INVOICE SEPARATELY FROM REGULAR ROYALTY PAYMENTS. THE PREFERED METHOD OF PAYMENT IS BY CHECK
ACCOMPANIED WITH THE BOTTOM HALF OF THE ATTACHED INVOICE. IF PAYMENT IS MADE THROUGH ACH DEBIT, SEND AN EMAIL TO account.services@glo.texas.gov
NOTING YOUR COMPANY NAME, CUSTOMER ID, INVOICE NUMBER, REMITTANCE DATE AND AMOUNT OF PAYMENT.

ATTN: PATTY BURG
SENT VIA E-MAIL: Patty.Burg@bpx.com

10of1
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Texas General Land Office

Reconciliation Billing PO Box 12873

Austin, TX 78711-2873
(800) 998-4456
George P. Bush, Commissioner 8:00 - 5:00 M-F

BPX Operating Company

Attn: Patty Burg Billing Date: 7/16/2021
Office: WM11 6025-1 Billing Due Date: 8/15/2021
15377 Memorial Drive Customer Number: C000046383

Houston, TX 77079-4101

EMineraI File | Gas Royaltyf OieroyaItyi Penalty? ‘ Interest% ~ Total Due
21100903 MF116837 $0.00 $5,129.01 $532.49 $452.53 $6,114.03
Total Due $0.00 $5,129.01 $532.49 $452.53 $6,114.03

Penalty and interest have been calculated thru 7/31/2021. Payment remitted after 7/31/2021 will
result in additional penalty and interest charges.

Jacquet,David (512) 463-5262 or david.jacquet@glo.texas.gov

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

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

¢ For questions regarding this invoice, email us at glo123@glo.texas.gov.

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

Detach and return with payment

Reconciliation Billing

BPX Operating Company Remit Payment To:
Billing Date: 7/16/2021 Texas General Land Office
Billing Due Date: 8/15/2021 PO Box 12873
Customer Number: C000046383 Austin, TX 78711-2873

Mineral File | Gas Royalty Oil Royalty‘ Pehalty? Interest Total Due
21100903 MF116837 $0.00 $5,129.01 $532.49 $452.53 $6,114.03
Total Due $0.00 $5,129.01 $532.49 $452.53 $6,114.03

Amt. Paid




Customer ID: C000046383 Category Oil
Invoice Number: Auditor/AE: DJACQUET
GLO Lease; MF116837 Billing Date: 7/5/2021
GLO Review: BPX OPERATING COMPANY P&I Calculation Date: 7/31/2021
Review Perlod: SEP 2019 Through AUG 2020 Royalty Rate: 12.50%
(1 (2) (4) (5 6) 7) (8) (9) (10) 11) (12) (13) (14) (15)
(<) RR b [} D Ro P D Ro D
Sep-18 08-282064 74/ $51.86 $3.814.14 $476.77 $0.00 $476.77 634 6.50% $47.68 $48.82 $573.27
Oct-18 08-282064 82| $50.35 $4,124.11 $515.51 $0.00 $515.51 804 6.50% $51.55 $50.03 $617.08
Now18 08-282064 340 $53.90 $18,345.27 $2,203.16 $0.00| $2,283.16 573 6.50% $228.32 $208,80 $2,732.38
Dec-19 08-282064 136 $57.08 $7,746.98 $968.37 $0.00 $968.37 542 6.50% $96.84 $83.29 $1,148.50
Jan-20 08-282064 73 $54.68 $3.972.53 $4088.57 $0.00 $486.57 513 5.75% $49.66 $35.51 $581.74
Feb-20 08-2820684 54 $47.81 $2,505.03 $324.38 $0.00 $324.38 482 5.75% $32.44 $21.62 $378.44
Mar-20 08-282064 16 $27.45 $433.08 $54.25 $0.00 $54.25 452 5.75% $25.00 $3.36 $82.61
OTA 032.0 9.0 0.00 9.0 4.0
COMMENTS: BILLING ON UNDER REPORTED VOLUMES FOR UNIT 8078 RRC ID#s 08-282064, 08-284001, 08-284079 & 08-284082
COLUMN (3) UNDER REPORTED VOLUMES - REPRESENTS THE VOLUMES REPORTED TO THE GLO VERSUS VOLUMES REPORTED TO THE RRC.
COLUMNS (5) & (6) THE PRICES -BASED OFF THE AVERAGE PRICE REPORTED TO THE GLO ON THE GLO1 REPORTS.
COLUMNS (12),(13),(14) PLEASE GO TO THIS WEB SITE FOR EXPLANATION OF PENALTY AND INTEREST ASSESSMENT:
hitp:// glo.texas. interest. les.pdf
NOTE 1: PLEASE REMIT PAYMENT OF THIS INVOICE SEPARATELY FROM REGULAR ROYALTY PAYMENTS. THE PREFERED METHOD OF PAYMENT IS BY CHECK
ACCOMPANIED WITH THE BOTTOM HALF OF THE ATTACHED INVOICE. IF PAYMENT IS MADE THROUGH ACH DEBIT, SEND AN EMAIL TO account.services@glo.texas.gov
NOTING YOUR COMPANY NAME, CUSTOMER ID, INVOICE NUMBER, REMITTANCE DATE AND AMOUNT OF PAYMENT.
ATTN: PATTY BURG
SENT VIA E-MAIL: Patty.Burg@bpx.com
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