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GIS ---=__)::;.Jl\~ ........ --

Leasing: 

Maps: 

G IS:~--

Sca n lab: ______ _ 

Lease Typ~ 
R/\L 

Co ntn·l 

07-13061'1 

w·vey 

Block 

Block ame 

Township 

Section/Tract 

Land Part 

Acres 
Depth Belo,,. 

ame 

Lease Date 

Primary Term 

Bonus 

Lease Royal1.:· 

Paid Up 

MF116869 

Basdi lc County 

101449 REEVES 

Public School Land 

59 

9 

ali 

Net: 2f-f'oooooo Gross: 640.lJOOOOO 

Depth Above Depth Other 

BELLOMY GROUf>, LLC 

7/30/2014 

3 years 

$9:4,666.65 

0 .1250GJ 'l0 

Yes 

... ---·····- - ----------~ 
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Working File #: RAL 146587 

Lessor: 

Lessee: 

McGary Living Trust- Sph 

Bellomy Group, LLC 

LEASE DESCR IPTION 

County Contro l # Base File Part 
No 

Reeves --101 449 all 

TERMS OFFERED 

Primary Term : 3 Years 

Bonus I A cre: $3,505.00 

MF: 

Lease Date: 07/30/2014 Ul: Yes 

Gross Acres: 640.00 

Net Ac res: 533.00 

Sec Block Twp Survey Abst No 

9 59 Public School Land 2952 

TERMS RECOMMENDED 

Prim ary Term: 3 Years 

Bonus I A cre: $3,505.00 

2ndYr 3rd Yr 4th Yr 5th Yr 2nd Yr 3rd Yr 4th Yr 5th Yr 
Renta l / Acre: 

I 0:5::00 I Roya lty 

COMPARISONS 

Lease No Lessee 

Pending Winne Land & 
Minerals 

0.00 

Lease Date Primary 
Term 

07/17/2014 5 yr 

Comments: lpaid up 

A pproved: 

VVednesday, August 13,2014 

I Renta l / A cre: 

I 0 :~:00 I 0.00 

Royalty 

Bonus/Acre Rental/Acre Royalty Distance 

$3,500.00 so.oo 0.00 3,500.0 0.00 0.250000 1.500000 
0 sw 

RAL 146587 



RELINQUISHMENT ACT LEASE APPLI CATION 

Texas General Land Office 

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

FROM: Robert Hatter, Director of Mineral Leasing 

Applicant: Bellomy Group, LLC 

Prim. Term: 3 Years 

Royalty: 0.25000000 

Rental/Acre 2nd Yr: $0.00 

Consideration 

Recommended: 

Not Recommended: 

;z:: paid up 

Recommended: 

Not Recommended: 

Comments: 

Louis Renaud. Deputy Commissioner 

3rd Yr: 

Recommended: c?" £ ~ 
-= 

Not Recommended: 

Bill Warnick, General Counsel "'~ ) 

Recommended: -/; ~ZJ 
b 

Not Recommended: 

Larry Laine, Chief Clerk 

Approved: 

Not Approved: 

8/13/2014 2:24:20 PM RAL 146587 

$0.00 

Jerry Patterson, Commissioner 

County: Reeves 

Bonus/Acre: $3,505.00 

4th Yr: $0.00 5th Yr: $0.00 

Date: 

Date: 

Date: 

Date: 

Date: e It tb If 

Date: ~ \9) \+ 

1 or 1 
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d~ tj 
&tLLO~Y 
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PAY TO THE 
ORDER OF 

THE BELLOMY GROUP LLC 
1700 PACIFIC AVENUE SUITE 221 0 

DALLAS, TEXAS 75201 

Texas General Land Office 

. I ' -....J \..J 
l 

08/21/2014 

$ **175.00 

One hundred seventY-five and 00/1 00******************************'******'****************'* **.******* ... *******'* ********* ** ••· DOLLARS 

Drew Reid 
1700 North Congress Ave. 
Room 600 
Austin , Texas 78701-1495 

MEMO: 1 

r Texas.~l!.O Filing & Processing Fee ----- .::.. ----~ -- .. _. -- --- ·- ---
111 0 0 • 7 1111 111 

THE BELLOMY GROUP LLC 

•:.. 08/21/2014 Texas General Land Office 
•••• • Texas GLO Filing & Processing Fee , .... 
• 
• 

• •• • • • ••• • 
•• • ' .. .. . ) 
• 

• •• • • • ••• 

Checking Texas GLO Filing & Processing Fee 

1799 

175.00 

-\- 175.00 



. ·~r'\ 

6 4 b 
PLAINSCAPITAL BANK 1 ~ 7 0 2 6l3 1937 

BELL'O ,vtv ... . .. ,, , 

IHE BELLOMY GROUP LLC 
·1700 PACIFIC AVENUE SUITE 2210 

DALLAS. TEXAS 75201 
10/14/2014 

PAY TO THE 

ORDER OF Texas General Land Office $ **125.00 

One hundred twenty-five and 00/1 00*"'**** ***** ** ** ** ** * ** ** ••••••••••••••••••****** ******* ******** *******'*** *** * ***** **** 

MEMO: 

..... 

Drew Reid 
1700 North Congress Ave. 
Room 600 
Austin, Texas 78701-1495 

• •• :THE BELLOMY GROUP LLC 
• · : ... 10/14/2014 Texas General Land Office 

• 
••&• 

~ . 
••• .j 

•• • • • • . . . . 
•••• • • •••• 

• •••• •• • • 

Checking 

Texas GLO Processing & Filing Fee 

Texas G LO Processing & Filing Fee 

AUTHORIZED SIGNATURE 

DOLLARS 

1937 

125.00 



PAY TO THE 

ORDER OF 

·THE BELLOMY GROUP LLC 
·1100 PA'CIFIC AVENUE SUITE 2210 

DALLAS. TEXAS 75201 

Texas General Land Office 

PLAINSCAPITAL BANK 1570269 2 1930 

10/14/2014 

$ **125.00 

One hundred twenty· five and 00/1 oo· ······ ·••• •••••••••••••••••••••••• ******* ••••••••••••••• •• ••• ••••••••••• •••• • •••••• •• DOLLARS 

MEMO: 

Drew Reid 
1700 North Congress Ave. 
Room 600 
Austin, Texas 78701-1495 

Texas GLO Processing & Filing Fee 

u•oo . g 30u• 

THE BELLOMY GROUP LLC 

•:.. 10/14/2014 Texas General Land Office ... .. 
• •• ••• • 

• •••••• • • 
•• • • • • 

•••• . . 
•••• 

• •••••• • • 

Checking 

Texas GLO Processing & Filing Fee 

Texas GLO Processing & Filing Fee 

1930 

125.00 

125.00 
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• •••••• • • 

.. ~ . 

• • ..... 
•• • 

~ . . 
• • • 
• 

•• •• • • •• •• 
• •••••• • • 

T II F. 

BELLOMY 

Mineral Leasing Division 
Texas Genera l Land Office 
Attn: Drew Re id 

C R 0 U P 

1700 North Congress Avenue, Room 600 
Aus tin, Texas 78701-1495 

Dear Mr. Reid, 

October 16, 2014 

The Bellomy Group has leased the following interest in Reeves County, Texas and has 
included here within the certified copy of the lease, the State's share of the bonus, the 
requ ired $25 fi ling fee and the required $100 processing fee. The lease form includes 
additiona l provisions No. 40-47 and a surface use addendum. Here are the details of the 
lease: 

• 

• 

Legal Description of Interest Leased: 
o 640 ac res of land, more or less, being all of Secti on 9, Block 59, PSL Survey, 

Abstract 2952, Reeves County, Texas 

Agent (Lessor) : 
o- Coates Energy Interests, Ltd . 

• Net Undivided Interest: 
o 53 1/3 net acres 

• Bonus Per Acre Paid: 
o $3,505.00 per acre 

• Primary T erm of Lease: 
o 3 year primary term 

• Rental Per Acre Paid: 
o Pa id-Up lease; No rentals 

• Gross Royalty: 
o 25% royalty 

Please let me know if you have any questions or concerns regarding this lease. We will wait 
patiently for your letter with the mineral file number of the fil e. 

Best Regards, 

~l(J-
Sean Bellomy 
Managing Partner I The Bellomy Group, LLC 
(2 14) 636-8834 I sean@thebellomygroup.com 
www.thebellomygroup.com 

The Bellomy Group, LLC 

1700 Pacific Ave. Suite 2210, Dallas, Texas 75201 



T H F: 

BELLOMY 

Mineral Leasing Division 
Texas General Land Office 
Attn: Drew Reid 
1700 North Congress Avenue, Room 600 
Austin, Texas 78701-1495 

C R 0 U P 

October 16, 2014 

1) Lease Amendment (Dorr Petroleum Land Management- N/2 Sec. 43 Block 56 PSL) 

a. State Additional Lease Bonus: $40,000.00 

2) Oil & Gas Lease & Lease Amendment (Charles R. Wiggins - N/2 Sec. 43 Block 56 PSL) 

a. State Lease Bonus: $240,000.00 

b. Processing & Filing Fee: $125.00 

3) Lease Amendment (Leslie Fore- Sec. 15 Block 59 PSL) 

a. State Additional Lease Bonus: $4,495.50 

4) Oil & Gas Lease (Camellia Land LLC- SE/4 of Sec. 15 Block 59 PSL) 

a. State Lease Bonus: $196,080.50 

b. Processing & Filing Fee: $125.00 

5) Oil & Gas Lease (M. Brad Bennett- S/2 of Sec. 43 Block 56 PSL) 

a. State Lease Bonus: $560,000.00 

b. Processing & Fi ling Fee: $125.00 

6) Oil & Gas Lease (M. Brad Bennett & Ernest E. Armstrong-137.5 Ac. Of Sec. 29 Block 59 PSL) 

a. State Lease Bonus: $120,312.50 

b. Processing & Filing Fee: $125.00 

7) Oi l & Gas Lease (Coates Energy Interests Ltd .- Sec. 9 Block 59 PSL) 

a. State Lease Bonus: $93,466.66 

b. Processing & Filing Fee: $125.00 

The Bellomy Group, LLC 

1700 Pacific Ave. Suite 22 10, Dallas, Texas 75201 



•••• • •••• 
• ...... 

• • 

• •• • • • ··" . •• • • • • • •• 
• 

••• • • • • •• 

Mineral Leasing Div ision 
Texas Genera l Land Offi ce 
Attn : Drew Reid 

T I I 1·: 

BELLOMY 
C R 0 U P 

1700 North Congress Avenue, Room 600 
Austin, Texas 78701-1495 

Dear Mr. Reid, 

Augus t 21, 2014 

The Bellomy Group has leased the following interest in Reeves Co un ty, Texas and has 
included here within the certified copy of the lease, the State's share of the bonus, the 
requi red $25 filing fee and the required $100 processing fee. The Be ll omy Group made no 
changes to the standard Reli nquishment Act Lease Form . 

• Legal Description of Interest Leased: 
o 640 acres of land, more or less, being all of Section 9, Block 59, PSL Survey, 

Abstract 2952, Reeves County, Texas 

• Agent (Lessor) : 
o Mary jane McGary, a feme so le; Bank of America, N.A., Agent 

• Ne t Undivided Interest: 
0 177 7/9 

• Bonus Pe r Acre Paid: 
o $3,505 per acre 

• Prima r y Term of Lease: 
o 3 year primary term 

• Rental Per Acre Paid: 
o Paid-Up lease; No renta ls 

• Gross Royalty: 
o 25% roya lty 

Please let me know if you have any questions or concerns regard ing this lease. We wi ll wa it 
patiently for your letter with the mineral fil e number of the file. 

Best Regards, 

~ 
Sean Bellomy 
Managing Partner I The Bel lomy Group, LLC 
(214) 636-8834 I sean@thebellomygroup.com 
www .thebel lomygroup.com 

The Bellomy Group, LLC 

1700 Pacific Ave. Suite 2210, Dallas, Texas 75201 
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Mineral Leasing Divis ion 
Texas General Land Office 
Attn: Drew Reid 

'I I I F 

BELLOMY 
C R 0 U P 

1700 North Congress Avenue, Room 600 
Austin, Texas 78701-1495 

Dear Mr. Reid, 

August 21, 2014 

The Bellomy Group has leased the foll owing interest in Reeves Co un ty, Texas and has 
included here within the certified copy of the lease, the Sta te's share of the bonus, th e 
required $25 filin g fee and th e requ ired $100 processing fee. The Bellomy Group made no 
changes to the standa rd Relinquishment Act Lease Form . 

• Legal Description oflnterest Leased: 
o 640 acres of land, more or less, being a ll of Sect ion 9, Block 59, PSL Survey, 

Abstract 2952, Reeves Co unty, Texas 

• Agent (Lessor): 
o McGary Living Trust- SPH; Br ia n McGary, Trustee; Bank of America, N.A., 

Agent 

• Net Undivided Interest: 
0 177 7/9 

• Bonus Per Acre Paid: 
o $3,505 per acre 

• Primary Term of Lease: 
o 3 year primary term 

• Rental Per Acre Paid: 
o Paid-U p lease; No rentals 

• Gross Royalty: 
o 25% roya lty 

Please let me know if yo u have any qu estions o r conce rns regardi ng th is lease. We wi ll wait 
patiently for your letter with the mineral fil e number of th e fil e. 

Best Rega rds, 

Sean Be llomy 
Managing Partner I The Bellomy Group, LLC 
(2 14) 953-0188 I sean@thebellomygroup.com 
www .thebellomygroup.com 

The Bellomy Group, LLC 

1 700 Pacific Ave. Suite 22 10, Dallas, Texas 75201 
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Mineral Leasing Division 
Texas General Land Offi ce 
Attn: Drew Reid 

T I I E 

BELLOMY 
C R 0 U P 

1700 North Congress Avenue, Room 600 
Austin, Texas 78701-1495 

Dear Mr. Reid, 

August 21, 2014 

The Bellomy Group has leased the fo llowing in terest in Reeves Co un ty, Texas and has 
included here within the certified copy of the lease, the State's share of the bonus, the 
required $25 filing fee and the required $100 processing fee. The Bellomy Group made no 
changes to th e standard Relinquishment Act Lease Form . 

• Legal Description of Interest Leased: 
o 640 acres of land, more or less, being all of Section 9, Block 59, PSL Survey, 

Abstract 2952, Reeves County, Texas 

• Agent (Lessor): 
o McGary Family Trust- Kelly Separate Property; Kelly McGary, Trustee; Bank 

of America, N.A., Agent 

• Net Undivided Interest: 
0 177 7/9 

• Bonus Per Acre Paid: 
o $3,505 per acre 

• Primary Term of Lease: 
o 3 year primary term 

• Rental Per Acre Paid: 
o Paid-Up lease; No rentals 

• Gross Royalty: 
o 25% royalty 

Please let me know if you have any questions or concerns rega rding this lease. We wi ll wait 
patien tly for yo ur letter with the mineral fil e number of the file . 

Best Regards, 

~ 
Sean Bellomy 
Managing Parlner I The Bel lomy Group, LLC 
(2 14) 636-8834 I sean@thebellomygroup.com 
www.thebellomygroup.com 

The Bellomy Group, LLC 

1700 Pacific Ave. Suite22 10, Dal las, Texas 75201 



Drew 13-eid--McGary I Reeve County, Texa 

From: 
To: 
Date: 

ubjcct: 

Ryan Bellomy <bellomyr@gmail.com> 
Drew Reid <drew.reid@glo. texas.gov> 
81812014 4:42 PM 
McGary I Reeves County, Texas 

Page I of2 

Attachment : 0730 14 ML T- Bellomy ogl (Sec 9 Blk 59 MCL Reeves Co ).pdf: 0730 14 MFT -

Drew 

Bellomy ogl ( ec 9 Blk 59 MCL Reeves Co).pdf; 0730 14 MJM - Bellomy ogl ( ec 9 Blk 
59 MCL Reeves Co).pd f 

I wanted to send you an emai l to get your approval on a lease. We' ve come to terms with the McGary 
Trusts through Justin Long, the Trustee at US Trust for thei r interest in Section 9, Block 59 P L urvey, 
Reeves County. The bonus per acre we agreed upon was $3505 an acre fo r a 3 year lease and 25% 
royalty. Would you let me know if we are ok to go ahead and execute this lea e and pay the 
bonus? Thanks. 

Ryan Bellomy 
The Bellomy C roup, LLC 
1700 Paci fie Ave Sune 22 10 
Dallas, TX 7520 1 
O ffice. 2 14.953.0 188 
Cell 2 14.274.33 16 
""" thcbellom\group com 
bell om' r ·a e.mm1 corn 

Begin forwarded message: 

From : "Long, J.N." <j.n.long@ustrust.com> 
Subject: RE: BID NOTICE- McGary I Reeves County, Texas oil & gas lease 
Date: August 8, 2014 at 3:36:13 PM COT 
To: Ryan Bellomy <bellomyr@gmail.com> 
Cc: "Proe, Jimmy" <jimmy.proe@ustrust.com>, "Morton, Jeffery" 
<jefferv.morton@ustrust.com> 

Ryan, 

I have obtained re-approva ls o f this dea l at the $3,505/NMA level. Attached are the leases. As 
before, please prin t out TWO cop ies of each lease (tota l of six documents). Wire the funds to us ­
using the same wiring instructions as before and then, that afternoon come over here to the Bank 
(after we've confirmed receipt of the wires) and we' ll execute everything toge ther. 

Each McGary lessor should receive a bonus in the amount of $311,55.55 (three hundred eleven 
thousand, five hundred fifty-five dollars and fifty-five cents) - a total for all three of the McGarys of 
$934,666.65. 

J. N. Long, RPL 
Vice President and Property Manager 

fi le:/IC:\Documents and ettings\Dreid\Local etti ngs\Temp\XPgrpwise\53E4FDD9DOM I P... 818120 14 



.. 

l/.S. T.ro~.rst, Bank of America Private Wealth Management 
Oil and Gas Department 
901 Main Street, 17th Floor, TXl-492-17-01 
Da llas, Texas 75202-3738 
Phone: (214) 209-9888 
Fax: (214) 416-0802 

Please note my new e-mail address: j.n. long@ustrust .com 

Page 2 of2 

fil e://C:\Documents and Settings\Oreid\Local ettings\Tcmp\XPgrpwise\53E4FDD9DOM I P... 8/8/20 14 
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PAY TO THE 

ORDER OF 

THE BELLOMY GROUP LLC 
1700 PACIFIC AVENUE SUITE 2210 

~ALLAS, TEXAS 75201 

Texas General Land Office 

,l '-T I J,; I ...J 0 '"i' I 0 U 0 

08/2112014 

$ **311 ,555.55 

Three hundred eleven thousand five hundred fifty-five and 55/1 oo•••••••**•••••••••••••••••*******•••••••••••••••••••• DOLLARS 

Drew Reid 
1700 North Congress Ave. 
Room 600 
Austin, Texas 78701-1495 

MEMO: 
Reeves Lease Bonus- Sec. 9 Block 59 PSL 

.......:r....- -- --

THE BELLOMY GROUP LLC 

~ ··· • • ••• 
• ••••• • • 

• 
' .. • • • . . . . 
•• • • • • • • 
• . ,,, 

« • 0 

••• 

08/21/2014 Texas General Land Office 

Reeves Lease Bonus - Sec. 9 Block 59 PSL 

Checking Reeves Lease Bonus - Sec. 9 Block 59 PSL 

AUTHORIZ£0 SIGNAllJR£ 

\ 311 ,555.55 



PAY TO THE 

o ·RDER OF 

THE BELLOMY GROUP LLC 
j "' 1700 PACIFIC AVENUE SUITE 2210 

~ALLAS, TEXAS 75201 

Texas General Land Office 

.L "'~ I J../00 1 1 I WLJ""T 

08/21/2014 

$ **311 ,555.55 

Three hundred eleven thousand five hundred fifty-five and 55/1 00**************"•• •••••••••••••••••••••••••••••••••••• DOLLARS 

MEMO: 

Drew Reid 
1700 North Congress Ave . 
Room 600 
Austin, Texas 78701-1495 

, Reeves Lease Bonus- Sec. 9 Block 59 PSL 
.....£..! -- ~ .~ .... - ~- --~·- - .. __ .._ 

u• 0 0 • 8 0 L, u• 

•• HIE BELLOMY GROUP LLC 
• •• • 08/21/2014 Texas General Land Office 

. ~ 

1804 
• .. . ... ) 

• Reeves Lease Bonus - Sec. 9 Block 59 PSL 311,555.55 
• , ., . . . , . . . 

*• • • • • • •• 
~ .. 

• • • • •• 

Checking Reeves Lease Bonus - Sec. 9 Block 59 PSL -\:- 311,555.55 



BELL
1

0MY 
l. " f'l" r 

P~Y TO THE 

ORDER OF 

THE BELLOMY GROUP LLC 
1700 PACIFIC AVENUE SUITE 2210 

D.ALLAS, TEXAS 75201 ' 

Texas General Land-Office 

.J..'""t f ...l.fv OV 

08/21/2014 

$ **3 11 .~55.55 

Three hundred eleven thousand five hundred fifty-five and 55/1 00 ........ · .......................................... ~ ... DOLLARS 

Drew Reid 
1700 North Congress Ave. 
Room 600 
Austin, Texas 787 01-1495 

MEMO: 

~ .L Re.~e~.J~?se Bonus _.a Sec:~ck ~ P~!:_-

u•oo I. 80 su• 

THE BELLOMY GROUP LLC 

•:· • 08/21/2014 Texas General Land Office .,.. 
• Reeves Lease Bonus- Sec. 9 Block 59 PSL 

, .... 
• 
• 

• •• • • • • • • • 
• • • • • • . -. 
• 

• •• • • -· .. 

Checking Reeves Lease Bonus - Sec. 9 Block 59 PSL 

1805 

311 ,555.55 

\--311,555.55 



-~~ 0~b- THE BELLOMY GROUP LLC 
1700 PACIFIC AVENUE SUITE 2210 

DALLAS, TEXAS 75201 

PAY TO THE 

ORDER OF Texas General Land Office 

PLAINSCAPITAL BANK 1J702612 1931 

10/14/2014 

$ .. 93,466,66 

Ninety-three thousand four hundred sixty-six and 66/1 00 .............................................................. . 
DOLLARS 

MEMO: 

Drew Reid 
1700 North Congress Ave_ 
Room 600 
Austin , Texas 78701-1495 

Reeves Lease Bonus- Sec, 9 Block 59 PSL 

u•oo . g 3 ;J. u• 

•:t~E BELLOMY GROUP LLC .... 
••••• • 10/14/2014 Texas General Land Office 
• 

.... 
• . . .. . 
•• • 

~ .... ~ 
•••• • • ... ., 

• •••••• • • 

Checking 

Reeves Lease Bonus- Sec. 9 Block 59 PSL 

Reeves Lease Bonus - Sec, 9 Block 59 PSL 

AUTiiORIZ£0 SIGNATURE 

1931 

93,466,66 

lj) 
X 93.466.66 



. :':"4A 0 . b - THE BELLOMY GROUP LLC 
~ 1700 F"ACIFIC AVENUE SUITE 2210 

DALLAS, TEXAS 75201 " ' BELL0o'¥IY 
\. Il l'!. I' 

PAY TO THE 

ORDER OF Texas General Land Office 

PLAINSCAPITAL BANK 1S7 02691 1929 

10/14/201 4 

$ **93,466.66 

Ninety-three thousand four hundred sixty-six and 66/1 00**** .. *************~************************************** ***** . DOLLARS 

MEMO: 

Drew Reid 
1700 North Congress Ave. 
Room 600 
Austin, Texas 78701-1495 

Reeves Lease Bonus- Sec. 9 Block 59 PSL ............. ~ 
THE BELLOMY GROUP LLC 

•:.. 10/14/2014 Texas General Land Office ... ,., 
· • Reeves Lease Bonus- Sec. 9 Block 59 PSL 

"': .... ' 
... t.: 
• • 
• • • • • • . . . 
• 

•• •• • • .. ., . 
• •••••• • • 

Checking Reeves Lease Bonus- Sec. 9 Block 59 PSL 

AUTHORIZED SIGNATURE 

1929 

93,466.66 

93,466.66 



0 
r/l 
Vl 

r-c: 
E 
0 
u 
c: 
0 
r/l ..... 
'1) --C';S 

0... 

"'0 u.i 
QJ 

0 w:: z v 
~ 

QJ 

Cl ·-lJ,., 
.>--. 

co 

•••• • ..... 

:.1 ••• 
• • 
• • • • 

•• 
• 

• 
•••• • • .f"-. 

: ..... 
• • 



14-07631 
General Land Office 
Rellnqulahment Act Lease Form 
Rev!sed, So.,.tember 1997 

f!LEO FOR RECORD 
REEVES COUNTY, TEXAS 

Aug 20, 2014 at 02:32:00 PM 

•••• • •••• 
• .. .., ... 

• • 
• 

• • • • • • ••• • 

~ustin , ~exas 

OIL AND GAS LEASE 

THIS AGREEMENT is made and entered into this ,30,.,t'-'-h __ day of July ________ , 2014 , between the State ofTexas, acting 

• • •. ! by and through its agent, McGary Living Trust- SPH; Brian McGary, Trustee; Bank of America, N.A., Agent. _________ _____ _ _ 
• •• 

• of Po! t Office Box 830308; Dallas, Texas 75283-0308 _________ __________ _ _ _ _ 

0 • • • • 0 (Give Permanent Address) ~ 

• • • said agent herein referred to as the owner of the soil (whether one or more), and Bellomy Group, L.L.C. _ _ ______________ _ 

of 1700 Pacific Avenue, Suite 2210; Dallas, Texas 75201-4662 _________________ 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: 

Public School Land Survey 
Section 9, Block 59, A-2952 

("Leasehold Estate") 

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

To the State of Texas: Three Hundred Eleven Thousand Five Hundred Fifty-Five Dollars and Fifty-Five Cents __ _ 

Dollars ($311 ,555.55 ______ _, 

To the owner of the soil: Three Hundred Eleven Thousand Five Hundred Fifty-Five Dollars and Fifty-Five Cents __ 

Dollars ($31 1,555.55-______ _J 

Total bonus consideration: Six Hundred Twenty-Three Thousand One Hundred Eleven Dollars and Ten Cents __ _ 

Dollars ($623, 111 .1 0 ___ __ __, 

The total bonus consideration paid represents a bonus of Three Thousand Five Hundred and Five Dollars and No Cents ___________ _ 

($3,505.00. _ _ ____ __, per acre, on one hundred seventy-seven and seven ninths (177-7/9) 

net ceres. 

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. DEbA¥-REmLS, If na well i& comm6fiG6d-Oil-IRe-leased premises en ar beflmH>ne (1) year Jrem tl:lis dat~ 
\ffile&~~sary4ate Lessee sha~Ader ta the awnef'4.t~R1he:.-----
Bank-ef America; flU>. BaAk;-at 9Q1 Mal~lla&;-+exa&-+&w.~================== 
er its sussessars ~hish shall santiflu&...a~rdless ef shanges in the ewnership ef said land), the ameuAI spesifled belew, iA aaditieA, 
l essee shall pay er tender Ia the COMMISSimiER OF TFIE GENERAL LAND OFFICE OF THE STATE OF TexAS. AT AUSTIN, TeXAS. a like si-.IR'KIA 
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~f~~Ader this paragra~alk)J)Eifate-a6-a-fefltaHiA<kllalkever-t~~erAAg-t~t ef a well fGf 
~e. PaymeAtS uAd&HJ:Ii&i>aragrapA SAa~iAg-aFAOOflls; 

~~~~~~~============================== 
Cellars ($ 100.00 l 

~~al~s: OAeH~~~~c~e~R~ts~==================================== 

--------O~e~ll~ar~~-0~0==============~ 

+<Jtal Delay ReAtal: Twa HuAdreEI Della~Rd-NG-Geflt't======================================== 

Dollars ($200.00:0 ===============) 

IR-a-lik6-RlaAAer aAd upo!Hike-paymeAIIH)f-teAders aAAually,Ule semmeAcei'Tl&At-Gf a well may 1>&-rurther EleferreEI far suscessive perioos er eRe (1) 
year each suriAg the primary term. ,A,II paymeAts er leAders or reAta~wAer or the sail may be made by check er sight sraft ef bessee, er aAy 
assigAee or tl:lis lease, a REI may-be delivered an-or befare tJ:I&.feAial-payiAg Elate,....lf the baRk ElesigRateG-.+f' ~Iii- ;..p;aragf.C~f-{ef41<' 6-6-UGI;es~l'-b<w~hel~ 
&ease to ex~siAess, liEjuklate, fail or be &llGGeeEieEI by-aoother baRk, Of-for aAy reasaA fail or ref11se te ascepl reAtal, bessee shaii-AGl-be 
A&IG-iA-OOfaull-fof.-failuf&-to-mak~AI~al-~~til thirty (30)--days after the owAer or the sail shall Eleliver to bessee a preper 
feGGf'Eiabl&-m&trumeAt Aam~&-ag&AI--te-fecei~t&-Gf-te~ THIS IS A PAID-UP LEASE. NO DELAY RENTALS ARE 

.... DUE HEREUNDER . • • •• • 
• 4. PRODUCTION ROYAL TIES. 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 (112) 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 l&a6ed-pfemi6&6 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 eouipment at least as efficient, so that all liquid hydrocarbons recoverable from 
the gas by such means will be recovered. The requirement that such gas be run through a separator or other equipment may be waived, in writing, by 
the royalty owners upon 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 to 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. 

5. MINIMUM ROYALTY. ~er the el!piratioR of the primary term of thiG lease, if this lease is maiAt~ 
the ;oyalties pai~er this lease iA Aa eveRt shall be less tAan-aA amellAt BE!Ilal-to 1\YeAtv Five Dollars f$25.00) per a&re the tet~l Elelay reAtal 
R&f6iR-preYideEI; etheFWise, there shall be Elue a AS payable OA er befGre the last day of the moAth SllGGeeEiiA!l the aAAiversary sate of lA is lease a s11m 
eqval-t&-t~l-aAAuaHefllal-TweAI¥-8v~laf&-f$~~ss the amouAt of royalties pais suriA!l the preoodiAg year. If Paragfaph 3 or this 
lease sees A at s~elay reAial amouAt, theA far t~raph, the selay reAtal ameuAI shall be aRe sellar ($1 .00~ per a&re. 

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 
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payment of any royalties accruing to such royalty owner und~r 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. 

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 leaserJ pFemises 
Leasehold Estate or for injection into any oil or gas producing formation underlying the ~s 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 
•: ... • Son gas is due and must be received in the General Land Office on or before the 15th day of the second month succeeding the month of production, 

• accompanied by the affidavit of the owner, manager or other authorized agent, completed in the form and manner prescribed by the General Land Office 
• • • and showing the gross amount and disposition of all oil and gas produced and the market value of the oil and gas, together with a copy of all documents. 
:. : : records or reports confirming the gross production, disposition and market value including gas meter readings, pipeline receipts, gas line receipts and 
•• . other checks or memoranda of amount produced and put into pipelines, tanks, or pools and gas lines or gas storage, and any other reports or records 

• • • .:which the General Land Office may require to verify the gross production, disposition and market value. In all ~ses the authority of a manager or agent 
to act for the Lessee herein must be filed in the General Land Office. Each royalty payment shall be accompamed by a check stub, schedule, summary 

• or other remittance advice showing by the assigned General Land Office lease number the amount of royalty being paid on each lease. If Lessee pays 
• • • •• • his royalty on or before thirty {30) days after the royalty payment was due, then Lessee owes a penalty of 5% on the royalty or $25.00, whichever is 

• • • greater. A royalty payment which is over thirty {30) days late shall accrue a penalty of 10% of the royalty due or $25.00 whichever is greater. In addition 
to a penalty, royalties shall accrue interest at a rate of 12% per year; such interest will begin to accrue when the royalty is sixty {60) days overdue. 
Affidavits and supporting documents which are not filed when due shall incur a penalty in an amount set by the General Land Office administrative rule 
which is effective on the date when the affidavits or supporting documents were due. The Lessee shall bear all responsibility for paying or causing 
royalties to be paid as prescribed by the due date provided herein. Payment of the delinquency penalty shall in no way operate to prohibit the State's 
right of forfeiture as provided by law nor act to postpone the date on which royalties were originally due. The above penalty provisions shall not apply in 
cases of title dispute as to the State's portion of the royalty or to that portion of the 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 th is lease and shall furnish said Commissioner with copies of 
all contracts under which gas is sold or processed and all subsequent agreements and amendments to such contracts within thirty {30) days after 
enterrng 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, 
transoortation, 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, 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 lea~ 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 leaserJ f)femises 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) PENAL TIES. 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 HOLEJCESSATION 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 lea~ 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 
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drilling or reworking operations pursuant to Paragraph 13, using the expiration of the primary term as the date of cessation of production under 
Paragraph l 3. Should the first well or any subsequent well drilled on the above described land be completed as a shut-in oil or gas well within the 
primary term hereof, Lessee may resume payment of the annual rental in the same manner as provided herein on or before the rental paying date 
following the expiration of sixty (60) days from the date of completion of such shut-In oil or gas well and upon the failure to make such payment, this 
lease shall ipso facto terminate. If at the expiration of the primary term or any time thereafter a shut-in oil or gas well is located on the ~ 
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 slxty (60) days during any one such operation, and if they result in the production of oil and/or gas, so long thereafter as oil and/or gas 
is produced in paying quantities from said land, or payment of shut-in oil or gas well royalties or compensatory royalties is made as provided in this 
lease. 

13. CESSATION, DRILLING, AND REWORKING. If, after the expiration of the primary term, production of oil or gas from the leased 
~ 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 leaseEI 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 
•: • • • t 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 leaseG-pr~ Leasehold Estate, 
• but oil or gas is not being produced for lack of suitable production facilities or lack of a suitable market, then Lessee may pay as a shut-in oil or gas 

• • • ... royalty an amount equal to One Hundred Dollars ($100.00) per acre no longer maintained due to a shut-in well ~uakeAt~ 
• .. lease, but not less than $1 ,200 a year for each well capable of producing oil or gas in paying quantities. ~se Elees Ret sp&Gify-a 

Eielay-feAtal-a~A&fl....f&r IRe J)Urposes ef IRis paragrapMAe-delay-feAtal-amooAI-&Rall-be 9Ae Elollar ($1 .00} per asre. To be effective, each initial 
shut-in oil or gas royalty must be paid on or before: (1) the expiration of the primary term, {2) 60 days after the Lessee ceases to produce oil or gas from 
the leaseEI prem1ses 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 {112) to the owner of 
the soil. If the shut-in oil or gas royalty is paid, the lease shall be considered to be a producing lease and the payment shall extend the term of the lease 
for a period of one year from the end of the primary 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 f9Uf one more ~f 
ooe-f+} year by paying Five Hundred Dollars {$500.00) per acre no longer maintained due to a shut-in well lRe same amauAt easll year on or before the 
expiration of 9acA the first shut-in year. 

15. COMPENSATORY ROYAL TIES. 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--pfemlsa 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 
prodtJction 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 
~.ises 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 
caus ng 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 ~ 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 
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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 apd 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 
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 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 ~ises Leasehold Estate. In addition, if oil and/or gas should be produced in commercial 

! • .. • quantities within 1,000 feet of the lea~ 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-pfemlses 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. Failure to 
• satisfy the statutory offset obligation may subject this lease and the owner of the soil's agency rights to forfeiture. Only upon the determination of the 

• • • • • • Commissioner of the General Land Office and with his written approval may the payment of compensatory royalty under applicable statutory parameters 
• • • satisfy the obligation to drill an offset well or wells required under this paragraph. 

18. FORCE MAJEURE. If, after a good faith effort, Lessee is prevented from complying with any express or implied covenant of this 
lease, from conducting drilling operations on the leased premises 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 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. The owner gf the soil warrants and-agrees tg d&fefiG..tit~he leased premises. tr the gwner gf the-soil 
Gefault&-ffi-.paymeffi~he leased premises, the~ lessee may redeem the rights af the awner af the sail in the leased premises by paying any 
rooFtgag&,taxe&-Gf-GIMf...li&As-oo-tlle-leaseQ...f}remises. If lessee make&-f*!Yffi&nts an behalf g~ner gf the s~is paragraph, lessee may 
~>Jar the &est af tl:les&-payffi&Ris-fmm the rental-afld..fGyalties-GU&-t~awAer ar the sail. 

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 
ownt'd 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 
intemst 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. 
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214. 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. 

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 till 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 l&a~i&e& 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 l&ased-premi&e& 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-<iay 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 . 

• •: •••t 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 tile a certified 
copy of such assignment in the General Land Office before the next rental paying date, the entire lease shall terminate for failure to pay the entire rental 
due under Paragraph 3. Every assignee shall succeed to all rights and be subject to all obligations, liabilities, and penalties owed to the State by the 
original lessee or any prior assignee of the lease, including any liabilities to the State for unpaid 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 
mus• 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 
Cler1< 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 premise& 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 premi666 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. 
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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 authorizl;ld 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 tile reports in the manner required by law or fail to comply with rules and regulations promulgated by the General Land Office, the School 
Land Board, or the Railroad Commission, or if Lessee should refuse the proper authority access to the records pertaining to operations, or if Lessee or 
an authorized agent should knowingly fail or refuse to give correct information to the proper authority, or knowingly fail or refuse to furnish the General 
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, noth ing 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 ~ 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 pFemises 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 
•: • ••t 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. 

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 from, the 
operations of or for Lessee on the ~ 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 ~ 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 pFemises Leasehold Estate; those arising from Lessee's use of the surface of the leased pFemises 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 lea~s Leasehold Estate, by any waste, pollutant, or contaminant. Lessee 
shall not bring or permit to remain on the lea~ 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 
devulopment 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, PENAL TIES, LIABILITIES, 
AND COSTS (INCLUDING REASONABLE ATTORNEYS' FEES AND COURT COSTS) CAUSED BY OR ARISING OUT OF (1) A VIOLATION OF 
THE FOREGOING PROHIBITION OR (2) THE PRESENCE, RELEASE, OR DISPOSAL OF ANY HAZARDOUS MATERIALS ON, UNDER, OR 
ABOUT THE bEASEO-PREMJSE.S LEASEHOLD ESTATE DURING LESSEE'S OCCUPANCY OR CONTROL OF THE LE~SED PRE~S 
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 PREMISE.S LEASEHOLD ESTATE IN CONFORMANCE 
WITH THE REQUIREMENTS OF APPLICABLE LAW. THIS INDEMNIFICATION AND ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, 
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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 
SUSPJ:CTED BREACH OF THIS PARAGRAPH, UPON LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON 
RECE VING A NOTICE FROM ANY GOVERNMENTAL AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE bEASEO 
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 ~ 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 rec1tes 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 Soil 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. 

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 tha Soil w ith sufficient information for Owner of the Soil to monitor and calculate all royalty payments due Owner of the Soil hereunder. If Lessee does 
not h 3ve access to the requested Information, Lessee will have thirty (30) days from the date upon which such information becomes available to Lessee 
to prC'vide 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, laches or any other delay in bringing suit, 
w ith 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 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, t itle 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 
surf ;ce 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 
royelty 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. It is 
undorstood and agreed that any minimum royalty payments shall be divided and paid one-half (1/2) to the State of Texas and one-half (112) to the 
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••• • • •• • 

Owner of the Soil. 

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

LESSOR: 
State of Texas by its Agent 
McGary Living Trust- SPH 
Brian McGary, Trustee 
By: Bank of America, N.A., Agent 

Title: Vice President 

Lease: 3 0 t-i ~ f 
Address: 901 Main St. Fl. 17 

Lessee: -(t..c. 
Bellomy Group, LLC 

Title: Managing Partner 

•: • • • Dallas, TX 75202-3738 
Address: 1700 Pacific Ave., Ste. 2210 

Dallas, TX 75201-4662 

• 
• •• • • • 
• • • • STATE OF TEXAS § 

§ 
§ 

•• • • • • • • • COUNTY OF DALLAS 
• 

• •• 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 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. 

Given under my hand and seal of office this the f 'f(L.. day of August, 2014. 

STATE OF TEXAS 

COUNTY OF DALLAS 

BRANDON PERDUE 
Notary Public 

STATE OF TEXAS 
My Comm. Exp. 02-14-18 

§ 
§ 
§ 

Notary Public in and for the State of Texas 

Before me, the undersigned, a Notary Public in and for said County and State, on this day personally appeared Ryan Bellomy, an Managing Partner of 
the Bellomy Group, LLC, 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 company in the 
capacity therein stated. 

Given under my hand and seal of office this the l:1!::_ day of August, 2014. 

BRANDON PERDUE 
Notary Public 

STATE OF TEXAS 
My Comm. Exp. 02-14-18 
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• 
• • • • • • ••• • 
•• • • • • • •• 
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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, 201 4, 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 the 

Bellomy Group, 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 surrender thereof, Lessee, its 
successor or assigns, shall then level all drilling pits and other excavations and shall pay for aAd Q!: 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 . 

~. 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 ooly-with the expresses pem:~issiaA af the OwAer 
af the Sail aAG a~atiatiGAS fGI'-f)aYfMAt-fGHI&e-ef-water are campl&ted-, by paying Lessor one dollar ($1 .00) per barrel of water 
used. 

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 
use. The routes for all roads shall by mutually agreed upon between Owner of the Soil and Lessee before the commencement of 
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. It is 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 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 
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theretofore restored, to their original condition as· nearly as possible. Within six (6) months after the termination of this Lease, 
. L,essee 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. 

9. Lessee is to comply with all Federal and State regulations. 

10. 

11 . 

12. 

13. 

14 . 

15. 

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. W ithout 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 of America, N.A., Agent 

By~ 
Name: J.N. Long 

Title: Vice President 

. " 

lnst No. 14-07631 
DIANNE 0. FLOREZ 
COUNTY CLERK 

u 14Au&. 02:32PM 
E~S T't", TEXAS 

By: L ~ ~ ~L"-=T DEPUTI 
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General Land Office 
Relinquishment Act Lease Fonn 
Revls~d. SepUtmbor 1997 

14-07632 
FILED FOR RECORD 

REEVeS COUNT Y, TEXAS 
Aug 20, 2014 at 02:32:00 P M 

•••• • • •• • 
• •••••• • • ~usttn, \!Cexas 

• 
• • • • • • ••• • OIL AND GAS LEASE 
•• • • • • • •• 
• THIS AGREEMENT is made and entered into this .:.30""t""'h _ _ day of July _______ ,, 2014_ . between the State of Texas, acting 

• • • • • <by and through its agent, McGary Family Trust- Kelly Separate Property; Kelly McGary, Trustee; Bank of America, NA, Agent~--------• .. -

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

(Give Permanent Address) yW. 
said <gent herein referred to as the owner of the soil (whether one or more), and Bellomy Group, L.L.C. ______ _ _________ _ 

of 1700 Pacific Avenue, Suite 221 0; Dallas, Texas 75201-4662 _ _ _ ______________ 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: 

Public School Land Survey 
Section 9, Block 59, A-2952 

("Leasehold Estate") 

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

To the State of Texas: Three Hundred Eleven Thousand Five Hundred Fifty-Five Dollars and Fifty-Five Cents __ _ 

Dollars ($311 ,555.55 _ _ ____ _, 

To the owner of the soil: Three Hundred Eleven Thousand Five Hundred Fifty-Five Dollars and Fifty-Five Cents __ 

Dollars ($311 ,555.55'-------' 

Total bonus consideration: Six Hundred Twenty-Three Thousand One Hundred Eleven Dollars and Ten Cents __ _ 

Dollars ($623, 111 .1 o, ______ -' 

The total bonus consideration paid represents a bonus of Three Thousand Five Hundred and Five Dollars and No Cents, ___________ _ 

($3,505.00 _____ _,/ per acre, on one hundred seventy-seven and seven ninths (177-7/9) 

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 jate (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. DEbA¥-REN+AbS, If na well is oomme~~~eaf-fFam this date, ll=lis lease shall t&fmiflat&; 
unleS&-OA-Gf-befoFEHHIGi:l-anAA<af:sa~ate-'=e~all-j}a~eflder Ia ll=le awner af 11=16-0Gil-or-ta A is GfediHfHI=Ie __ _ 
Bank-of..AmeriGa,-N.A . BaAk,a~in St.; Dalla&;-+exas-+a:W . 
ar its swcce660f6-{wl=licl=l shall canliooe-as-tne-Gepo&ii&IY-f6gardless ar changes in IRe awner&Rip-of-&aicllancl), the amaunt specified tlelow; in adcliti<>A; 
be&&ee-Ohall-pay or tender to tl=le COMMISSIGNeR-G~e...G~IiAAb-l:AND Qr;F=ICE~e ST.A.Te or; TexAS, ,A.T AUSTIN, TeXAS, a like &UR'H)A 
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or before saiG-date. Paymen~er this paragra~te-as a rental-a~lkowf..t~e of deferring tile commencement of a well fGf 
~ year ~ram saiG-Gat&,-PaymeAt64U*Ie~p!H;Ilau.be-in-tM-followiAg-amooots; 

+o-tlle owner of tile soili-Gne ~~~ndred OGiiaFS-a~At~================== 

----'DGIIars ($ 100.00 

+o-th&-Stat~as;..G~red DallaFS-a~~================== 
----Dollars ($ 100.00 

+etai-Delay-R~~IaFS-aAd-No-Gent~================== 

Dollars ($200.00 l 

s or tenders ann11ally, tile commencement of a well maybe further deferred fer successi¥e periods of one (1) 
year each during tile primary term. All payments or tenders oHental-t&-tlle owner of tM-&oil may be made by check or sight dFaft of Uissee, or any 
a~se,-a~fore tile rent~yffig4ate. If tile bank-Gesigfla~aragrapll (or its successor bank) should 

• •• ~~te, fail or be s11cceeded by another bank, or-for any reason fai · , 
• • • : ~fault for failure lo-make-6UGA-flayments or lenders of rental 11ntil-t~er tile owner of tile sail shall deliver to lessee a PfOI)6f 

ereGOf4able-ffistfumenl namif:lg-aoot~ 6-(lr tenders. THIS IS A PAID-UP LEASE. NO DELAY RENTALS ARE 
•: .. · ~DUE HEREUNDER . 

• 
• • • 4. PRODUCTION ROYAL TIES. 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 ~ 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 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 e:ctraction 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 
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. 

5. MINIMUM ROYALTY. ~Hift6f-Ule-&M~~6fm.Gf.tRis lease, if this lease is maintained by praductioo; 
~~~~hi&-lease in no e>Jent shall be less than an a~ Twent>,c Fi>Je Dollars l$2§.00) ser acre tile total ann11al delay rental 
l:lerei · · ~st day of tile moAtll-&ucceeding tile anniversary-Gate of til ls lease a sum 
~o-tM-tGtal-aooual-f&ntal Twenty Fi>Je Oallars ($2§.00kler acre less t~~ies paid duAAg tile preceding year. If Paragra~ 
leasHoe6-flOl-specify-a-delay-f6At ~ll. tile delay rental arna11nt shall be one dollar ($1.00) per acre. 

6. ROYALTY IN KIND. Notwithstanding any other provision in this lease, at any time or from time to time, the 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 
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payment of any royalties accruing to such royalty owner under !his 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. 

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 Offtce, Lessee may recycle gas for gas lift purposes on the leaseEI premises 
Leasehold Estate or for injection into any oil or gas producing formation underlying the ~ 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 royally 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: ·:···z 
• Payment of royalty on production of oil and gas shall be as provided in the rules set forth in the Texas Register. Rules currently provide that royalty on oil 

• • • is due and must be received in the General Land Office on or before the 5th day of the second month succeeding the month of production, and royalty 
: •: :on gas is due and must be received in the General Land Office on or before the 15th day of the second month succeeding the month of production, 

• • .accompanied by the affidavit of the owner, manager or other authorized agent, completed in the form and manner prescribed by the General Land Office 
•. • . : and showing the gross amount and disposition of all oil and gas produced and the market value of the oil and gas, together with a copy of all documents, 

• records or reports confirming the gross production, disposition and market value including gas meter readings, pipeline receipts, gas line receipts and 
• • • other checks or memoranda of amount produced and put into pipelines, tanks, or pools and gas lines or gas storage, and any other reports or records 

•. • • • -which the General Land Office may require to verify the gross production, disposition and market value. In all cases the authority of a manager or agent 
to act for the Lessee herein must be filed in the General Land Office. Each royalty payment shall be accompanied by a check stub, schedule, summary 
or other remittance advice showing by the assigned General Land Office lease number the amount of royalty being paid on each lease. If Lessee pays 
his royalty on or before thirty (30) days after the royalty payment was due, then Lessee owes a penalty of 5% on the royalty or $25.00, whichever is 
greater. A royalty payment which is over thirty (30) days late shall accrue a penalty of 10% of the royalty due or $25.00 whichever is greater. In addition 
to a penalty, royalties shall accrue interest at a rate of 12% per year; such interest will begin to accrue when the royalty is sixty (60) days overdue. 
Affidavits and supporting documents which are not filed when due shall incur a penalty in an amount set by the General Land Office administrative rule 
which is effective on the date when the affidavits or supporting documents were due. The Lessee shall bear all responsibility for paying or causing 
royalties to be paid as prescribed by the due date provided herein. Payment of the delinquency penalty shall in no way operate to prohibit the State's 
right of forfeiture as provided by law nor act to postpone the date on which royalties were originally due. The above penalty provisions shall not apply in 
cases of title dispute as to the State's portion of the royalty or to that portion of the 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 i:s 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 e<•ntracts under which gas is sold or processed and all subsequent agreements and amendments to such contracts within thirty (30) days after 
entenng into or making such contracts, agreements or amendments. Such t:ontracts and agreements when received by the General Land Office shall be 
held :n 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, 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 leas&d-pfemises 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 andlor 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 fil ing 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 
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drilling or reworking operations pursuant to Paragraph 13, us'ing 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 
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 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 royalt ies 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 
• • •• f*6A'Ii666 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 lea&eG-pfemises 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 ROYAL TIES. For purposes of this paragraph, "well" means any well that has been assigned a well number by the state 
• • • • • .agency having jurisdiction over the production of 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 suitable production facilities or lack of a suitable market, then Lessee may pay as a shut-in oil or gas 
royalty an amount equal to One Hundred Dollars ($100.00) per acre no longer maintained due to a shut-in well dooble-tJ:\&..anooakellt~iEied-ffi-Ule 
lease, but not less than $1 ,200 a year for each well capable of producing oil or gas in paying quantities. ~~ 
dela)'-fef'ltal amewAt, theA f~ses-of...tlli&-pafagraph, the dela}'-fel'ltal-amoont-&h<!l~. To be effective, each init ial 
shut-in oil or gas royalty must be paid on or before: (1) the expiration of the primary term, (2) 60 days after the Lessee ceases to produce oil or gas from 
the leased-premi&&s 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 follf ~ more OUGG6&6iv~s-of 
00&-fB year by paying Five Hundred Dollars ($500.00) per acre no longer maintained due to a shut-in well the same ameoot each year on or before the 
expiration of e3Gh the first shut-in year. 

15. COMPENSATORY ROYAL TIES. 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 ~ises 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 
main:ain 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 
f*6A'Iise6 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 ~ 
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 lea~ 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 lea~ 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 lea~ 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 
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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 anc;l 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 
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 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 
' : • • • Z 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-pfeffiises 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 ~ 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 of this 
lease, from conducting drilling operations on the leased-pfemiseo Leasehold Estate, or from producing oil or gas from the leased premises Leasehold 
~ 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. TRe owRer of IRe soil-waffal'lts-af!ld-agFee~efeRd Iitle to IRe leased premises. If IRe owAer of IRe soil 
defaults iR paymeRI~S;-tMA-l-e~fle-.figAIG-{)f IRe owRer of ll'le soil iR IRe leased premises by payiRg aRy 
moFtgag~es or oiRer lieAs OA-tAe-l&ased premises. l~ssee makes paymeAt~lf of IRe owRe~Ader ll'lis paragrapR, lessee may 
FeGevef-tl'le sosl of ll'lese-pay~llies due IRe owAer of-IA&-soih 

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. 
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. 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. 

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 lease~ 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 leaseG-pr~ 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 . • ••• i 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 
conv~yance. A total or partial assignment of this lease shall , to the extent of the interest assigned, relieve and discharge Lessee of all subsequent 
obligations under this lease. If this lease is assigned in its entirety as to only part of the acreage, the right and option to pay rentals shall be apportioned 
as between the several owners ratably, according to the area of each, and failure by one or more of them to pay his share of the rental shall not affect 
this lease on the part of the land upon which pro rata rentals are timely paid or tendered; however, if the assignor or assignee does not file a certified 
copy of such assignment in the General Land Office before the next rental paying date, the entire lease shall terminate for failure to pay the entire rental 
due under Paragraph 3. Every assignee shall succeed to all rights and be subject to all obligations, liabilities, and penalties owed to the State by the 
original lessee or any prior assignee of the lease, including any liabilities to the State for unpaid 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 lease~ 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 
Conmissioner 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 leaseG-pr~s 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 lea~ 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. 
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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 
offsei well or wells in good faith as required by law and the rules and regulations adopted by the Commissioner of the General Land Office, or if Lessee 
should fail to file reports in the manner required by law or fail to comply with rules and regulations promulgated by the General Land Office, the School 
Land Board, or the Railroad Commission, or if Lessee should refuse the proper authority access to the records pertaining to operations, or if Lessee or 
an authorized agent should knowingly fail or refuse to give correct information to the proper authority, or knowingly fail or refuse to furnish the General 
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 leasea pFemises 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 leaSEid-premis&s 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 sutter by reason of Lessee's breach of any covenant or condition of this lease, whether express or implied. This lien and security interest may 

• • • be foreclosed with or without court proceedings in the manner provided in the Title 1, Chap. 9 of the Texas Business and Commerce Code. Lessee 
• . •. : agrees that the Commissioner may require Lessee to execute and record such instruments as may be reasonably necessary to acknowledge, attach or 

• perfect this lien. Lessee hereby represents that there are no prior or superior liens arising from and relating to Lessee's activities upon the above-
• •• described property or from Lessee's acquisition of this lease. Should the Commissioner at any time determine that this representation is not true, then 

• • • . • • the Commissioner may declare this lease forfeited as provided herein. 

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

35. INDEMNITY. Lessee hereby releases and discharges the State of Texas and the owner of the soil. their officers, employees, 
partners, agents, contractors, subcontractors, guests, invitees, and their respective successors and assigns, of and from all and any actions and causes 
of action of every nature, or other 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 lea sea pFemises 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 leaseG-premi&es 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 
leaseG;>remlse6 Leasehold Estate; those arising from Lessee's use of the surface of the lea~ 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 leasea pFemises Leasehold Estate, by any waste, pollutant, or contaminant. Lessee 
shall not bring or permit to remain on the lea&eG-pf&mis&s 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 ATIORNEYS' FEES AND COURT COSTS) CAUSED BY OR ARISING OUT OF (1) A VIOLATION OF 
THI: FOREGOING PROHIBITION OR (2) THE PRESENCE, RELEASE, OR DISPOSAL OF ANY HAZARDOUS MATERIALS ON, UNDER, OR 
ABOUT THE LEASED PREMISeS LEASEHOLD ESTATE DURING LESSEE'S OCCUPANCY OR CONTROL OF THE bEASE}- P.REMISES 
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 l-EASED 
PREMISES LEASEHOLD ESTATE DURING LESSEE'S OCCUPANCY OF THE l-EASED PREMISES LEASEHOLD ESTATE IN CONFORMANCE 
WITH THE REQUIREMENTS OF APPLICABLE LAW. THIS INDEMNIFICATION AND ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, 
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LIABILITY FOR RESPONSE ACTIONS UNDERTAKEN PUR.SUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGULATION. 
LESSEE SHALL IMMEDIATELY GIVE THE STATE OF TEXAS AND THE OWNER OF THE SOIL WRITIEN 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 bEASeO 
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 Stale 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 Cieri< in any county in which all or any part of the lea~& 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 Soil 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. 

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 pruvide 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, laches or any other de'lay In bringing suit, 
with respect to any matter which would reasonably have been revealed by :.;uch 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 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 royally 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. It is 
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 
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Owner of the Soil. 

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

LESSOR: 
State of Texas by its Agent 
McGary Family Trust- Kelly Separate Property 
Kelly McGary, Trustee 
By: Bank of America, N.A., Agent 

By~ 
Name: J.N. Long, RP 

Lessee: ~ 
Bellomy Group, LLC 

By~ 
Nam:Y::: 

• • • • Title: Vice President Title: Managing Partner 

••••• • 
• 

• •• • • ... 
•• • • • • • • • 
• 

••• • • • 

Lease: 30~~6 
Address: 901 Main St. Fl. 17 

Dallas, TX 75202-3738 

STATE OF TEXAS 

Address: 1700 Pacific Ave., Ste. 2210 
Dallas, TX 75201-4662 

• • • COUNTY OF DALLAS 

§ 
§ 
§ 

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 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. 

Given under my hand and seal of office this the {if""' day of August, 2014. 

STATE OF TEXAS 

COUNTY OF DALLAS 

BRANDON PERDUE 
Notary Public 

STATE OF TEXAS 
My Comm. Exp. 02-14-18 

§ 
§ 
§ 

NotafYlJblic in andfthe State of Texas 

Before me, the undersigned, a Notary Public in and for said County and State, on this day personally appeared Ryan Bellomy, an Managing Partner of 
the Bellomy Group, LLC, 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 company in the 
capacity therein stated. 

Given under my hand and seal of office this the/ r(fl-.-day of August, 2014. 

BRANDON PERDUE 
Notary Public 

STATE OF TEXAS 
My Comm. Exp. 02-14-18 

Nolo~~ 
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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 30th 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 the Bellomy Group, 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 surrender thereof, Les.see, its 
successor or assigns, shall then level all drilling pits and other excavations and shall pay for aoo QI 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 oAiy will:! tl:le e){pressed peFmissieA ef the OwAer 
~~91iat~s-fo~mem-fer-use4water-a~e4- by paying Lessor one dollar ($1 .00} per barrel of waler 
used . 

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 
use. The routes for all roads shall by mutually agreed upon between Owner of the Soil and Lessee before the commencement of 
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. It is 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 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 th is 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 
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theretofore restored , to their original condition as nearly as possible. Within six (6) months after the termination of this Lease, 
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. 

9. Lessee is to comply with all Federal and State regulations. 

10. 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. 

11. 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. 

12. 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. 

13. 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. 

14. It is understood and agreed that any surface damages paid under the terms of this lease shall be divided and paid one-half (112) to 
the State of Texas and one-half (1/2) to the Owner of the Soil. 

15. 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, NA, Agent 

.,Q~ 
Name: J.N. Long 

Title: Vice President 

By: 

lnst No. 14-C7632 
DiANNE 0 . FlOREZ 
COUNTY ClERK 
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Genera Land 'Office 
Relinquishment Act Lease Form 
Revised, September 1997 

~ustin, mexas 

OIL AND GAS LEASE 

14-07633 
FILED FOR RECORD 

REEVES COUNTY, TEXAS 
Aug 20, 2014 at 02:32:00 PM 

THIS AGREEMENT is made and entered into this "'"30,t"'"h __ day of July _______ , 2014_ , between the State of Texas, acting 

• • • by and through its agent, Mary Jane McGary, a feme sole; Bank of America, N.A., Agent ______________________ _ 
• • • 
•. • • 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 Bellomy Group, L.L.C. ________________ _ 

of 1700 Pacific Avenue, Suite 221 0; Dallas, Texas 75201-4662 ______________________ 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: 

Public School Land Survey 
Section 9, Block 59, A-2952 

("Leasehold Estate") 

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

To the State of Texas: Three Hundred Eleven Thousand Five Hundred Fifty-Five Dollars and Fifty-Five Cents __ _ 

Dollars ($311 ,555.55 ______ .-~ 

To the owner of the soil: Three Hundred Eleven Thousand Five Hundred Fifty-Five Dollars and Fifty-Five Cents __ 

Dollars ($311,555.55. _ _ ____ .../ 

Total bonus consideration: Six Hundred Twenty-Three Thousand One Hundred Eleven Dollars and Ten Cents _ _ _ 

Dollars ($623, 111 .1 0·----- - -' 

The total bonus consideration paid represents a bonus of Three Thousand Five Hundred and Five Dollars and No Cents ___________ _ 

($3,505.00 _____ -.../ per acre, on one hundred seventy-seven and seven ninths (177-7/9) 

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) 
covmed exceed out of pocket operational expenses for the six months last past. 

3. DELAY RENT ALS~A&ieased-pfemi&6&-GA-Gf-befofe...oAe (1) year from tl:li&4at~is lease &Rail t6fmif:late, 
uRies~~rmivefsa!'y-date lessee sRa~&flder to tRe owAer of IRe soil or-to I:! is Gfeait iA IRe __ _ 
BaRk of Ame~I.A. BaRk, at QQ1 ~lias, Tel<as 7620 , 
eHt&-SUGGeSSOFS (wt:liGR st:lall GOAiiAile as IRe aepesit~FElle , it~ 
lessee &Rail pay of-teOOef..ta IRe COMM!SSJGNER OF THE-GeNERAl bAND OFFICe OF THe STATe OF Te.Y.AS, AT AYSTIN, Tli.X.O.S, a likes~ 
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~1&:-Paym&AI~ragFaph--slla!Hpefal&-as a reAial aAEl stlall GOYer IRe pri¥ilege of ElefemAg lRe GORIRleAseRleAt of a well fer 
oRe (1) year from said Elate. PaymeAts undef-t~i&-pafagfa~ll-b&-ffi..ti:IEHGIIGwi~ 

~f-Gf...ttle soil: One HunElf6df.i0}CO)fllliaafl!rs;..;a:lfAIGEl~l>~lo;~-Cbe!eArHIG:&=================== 

-----~;JOollars ($ 100.00 

~~~~~~~~~·~================================= 
Dollars ($ 100.00 l 

+Gial-f>elay-Rental;-l=wo-tklndreG-Gollars-aAd-No-Geflt~=================== 

----vDolla~200,00 ) 

kl-a-like-m<~AAef-aAd-u~~~rnwally;-t~ll may be ru~:H'-(I&fEmEIEI4Gf-l>UGGeE;sw8-fl~:l66~-()fl<~ 
year easR El~ary term. All paymem~~f reAtal to ttle owAer of ltle soil R~ay be RlaEle by Gl:lesk or sigtll Elfaft of bessee, or any 
assig~i&-lease,a · ntal paying Elate. If IRe baAk ElesigAal~~s &uGGessor baRk) stlOI:IIEI 
sease to exist, suspend busiAess, liquidat~GGeed~Ak,Of-fer aAy reason fail or refuse to assepl reAial, bessee stlall Aoi-&e 

· · At · · er IRe owfler of IRe soil stlall Eleli¥er to bessee a proper 
~strum&At naRliAg anottler baAk as ageAt to resel•,•e SUGR payRleAt& or tenders. THIS IS A PAID-UP LEASE. NO DELAY RENTALS ARE 
DUE HEREUNDER. 

4. PRODUCTION ROYAL TIES. 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 Stale of Texas, at Austin, Texas, and one-half (1/2) of such 
• • royally to the owner or 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-pfemi&e6 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 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 
oplio.1 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 
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 (1 00%) of the total plant 
production of residue gas attributable to gas produced from this lease, and on fifty percent (50%), or that percent 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. 

5. Ml N I MUM ROYAL TV. Qufiflg-afly-year-aft&f-IM-expifatiofH>f-tAe-pf~erm-Gf-.tAis-lea&e;-if-tAis-lease is RlaiAtaiAed-by-produGI~ 
t~s-paid-uAder ttl is lease iA AG·9¥eAt stlalll:le le~ual to TweAtv ~i¥EH)eliars ($29.00) per asre ttle tela! aAAual delay reAtal 
11efe~l:lerwise, ttler~a~Ae-tasklay-o~ediAg ttle aAAi¥ersary Elate ef ttlls lease a suR~ 
equal te the tGtal-aAAUal-femal--TweAt'i-five-OGI~l per asre less IRe ameuAt of...fGyaltieSi)a' · · ~f-tAis 
lease Elees ~cify a Elelay reAtal ameuAt, ttleA f~oses of tlli&-pafagraph, ltle Elelay rental amouAt stlall 9e one Elollar ($1.00) per asre. 

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 
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payment of any royalties accruing to such royalty o~ner 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. 

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 th is lease's proportionate share of 
any fuol 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 ~ 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 production, 
• • accompanied by the affidavit of the owner, manager or other authorized agent, completed in the form and manner prescribed by the General Land Office 

• and showing the gross amount and disposition of all oil and gas produced and the market value of the oil and gas, together with a copy of all documents, 
: • • •. records or reports confirming the gross production, disposition and market value including gas meter readings, pipeline receipts, gas line receipts and 
• • • • other checks or memoranda of amount produced and put into pipelines, tanks, or pools and gas lines or gas storage, and any other reports or records 
, • •. : which the General Land Office may require to verify the gross production, disposition and market value. In all cases the authority of a manager or agent 
• • • to act for the Lessee herein must be tiled in the General Land Office. Each royalty payment shall be accompanied by a check stub, schedule, summary 

• or other remittance advice showing by the assigned General Land Office lease number the amount of royalty being paid on each lease. If Lessee pays 
• • • his royalty on or before thirty (30) days after the royalty payment was due, then Lessee owes a penalty of 5% on the royalty or $25.00, whichever is 

• • • • • • greater. A royalty payment which is over thirty (30) days late shall accrue a penalty of 10% of the royalty due or $25.00 whichever is greater. In addition 
to a penalty, royalties shall accrue interest at a rate of 12% per year; such interest will begin to accrue when the royalty is sixty (60) days overdue. 
Affidavits and supporting documents which are not filed when due shall Incur a penalty in an amount set by the General Land Office administrative rule 
which is effective on the date when the affidavits or supporting documents were due. The Lessee shall bear all responsibility for paying or causing 
royalties to be paid as prescribed by the due date provided herein. Payment of the delinquency penalty shall in no way operate to prohibit the State's 
right of forfeiture as provided by law nor act to postpone the date on which royalties were originally due. The above penalty provisions shall not apply in 
cases of title dispute as to the State's portion of the royalty or to that portion of the 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 furnish said Commissioner with copies of 
all contracts under which gas is sold or processed and all subsequent agreements and amendments to such contracts within thirty (30) days after 
entering into or making such contracts, agreements or amendments. Such contracts and agreements when received by the General Land Office shall be 
held in confidence by the General Land Office unless otherwise authorized by Lessee. All other contracts and records pertaining to the production, 
transportation, sale and marketing of the oil and gas produced on said premises, including the books and accounts, receipts and discharges of all wells, 
tanks, pools, meters, and pipelines shall at all times be subject to inspection and examination by the Commissioner of the General Land Office, the 
Attoney 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 tiled with the Texas Railroad Commission. All 
applications, permits, reports or other filings that reference this lease or any specific well on the lea~ 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 ~ises 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) PENAL TIES. Lessee shall incur a penalty whenever reports, documents or other materials are not filed in the General Land Office when 
due. The penalty tor late tiling 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 lea&eG;>femises 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 tor 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 
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drilling or reworking operations pursuant to Parag~aph 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 
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 preR'Iises 
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 addit ional wells are prosecuted in good faith and in workmanlike manner without interruptions 
totaling more than sixty (60) days during any one such operation, and if they result in the production of oil and/or gas, so long thereafter as oil and/or gas 
is produced in paying quantities from said land, or payment of shut-in oil or gas well royalties or compensatory royalties is made as provided in this 
lease. 

13. CESSATION, DRILLING, AND REWORKING. If, after the expiration of the primary term, production of oil or gas from the leased 
premir.es Leasehold Estate, after once obtained, should cease from any cause, this lease shall not terminate if Lessee commences additional drilling or 
reworlting 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 total111g 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 preR'Iises 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 ROYAL TIES. For purposes of this paragraph, "well" means any well that has been assigned a well number by the state 
• • • • !agency having jurisdiction over the production of 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 quantit ies is located on the ~ Leasehold Estate, 
• but oil or gas is not being produced for lack of suitable production facilit ies or lack of a suitable market, then Lessee may pay as a shut-in oil or gas 

• • • .. . royalty an amount equal to One Hundred Dollars ($100.00) per acre no longer maintained due to a shut-in well · Ae 
• • • lease, but not less than $1 ,200 a year for each well capable of producing oil or gas in paying quantities. lf-Pafagfa!;m-..~Hfl!6-teaoe--ee66--I'IG'H>I~'"¥--a 

delay reAial aR'IOIJAI, lheA-fef-t~s ef this parag~he-delay-fefltal-amooo . To be effective. each initial 
shut-in oil or gas royalty must be paid on or before: (1) the expiration of the primary term, (2) 60 days after the Lessee ceases to produce oil or gas from 
the ~ 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 (112) to the owner of 
the soil. If the shut-in oil or gas royalty is paid, the lease shall be considered to be a producing lease and the payment shall extend the term of the lease 
for a period of one year from the end of the primary 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 foof ~ more st~GGessi\'e periods of 
~ year by paying Five Hundred Dollars ($500.00) per acre no longer maintained due to a shut-in well the saR'Ie aR'IOIJAI eaGh year on or before the 
expiration of 9aGR the first shut-in year. 

15. COMPENSATORY ROYAL TIES. 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 preR'Iises 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 i n 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 
pr.emises 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 
cau5ing the drainage or that is completed in the same producing reservoir and located within one thousand (1 ,000) feet of the ~i&es 
Lea~ehold 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 a 11ount 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 wntten 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 lea&eG-pf~ 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 leaseG-pfemises 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 preR'Iises 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 induded 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 t ime 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 
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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 
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 (112) of the 
bonus originally pa id 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 contain ing 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 fads may justi fy and shall use appropriate means and drill to a depth necessary to 
• prevent undue drainage of oil and gas from the ~s Leasehold Estate. In addition, if oil and/or gas should be produced In commercial 

: • • • . quantities within 1,000 feet of the lea~ises 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 ~ises Leasehold Estate within 100 days after the draining well or wells or the well or wells completed within 

• u 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 of this 
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 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 reworiting 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. The owAer of the soil warraAt~l&-to the leased-ilremises. If the owAer of the soil 
default&-iA--paymeAt~heA lessee may-f6d&em-t~~~he sail iA the leased premises by paying-.afly 
~llef...#ef\6-()A the leased-premises. If be6668-ffia~& oR behalf of the owAer of the soil uAder this ~1:1. bessee may 
FOGOV&Hhe-Go&t-ef..tAese paymeAt~ta+-aAO-royaltio&-du&-t~ll&-&oik 

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. 
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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. 

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 lea&ed 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. 
t ••• 

• • ... ; 27. (A) ASSIGNMENTS. Under the conditions contained in this paragraph and Paragraph 29 of this lease, the rights and estates of either 
• • party to this lease may be assigned. in whole or in part, and the provisions of this lease shall extend to and be binding upon their heirs, devisees, legal 

• representatives, successors and assigns. However, a change or division in ownership of the land, rentals, or royalties will not enlarge the obligations of 
: • • • • Lessee, diminish the rights, privileges and estates of Lessee, impair the effectiveness of any payment made by Lessee or impair the effectiveness of any 
• • • • act performed by Lessee. And no change or division in ownership of the land, rentals, or royalties shall bind Lessee for any purpose until thirty (30) days 

• • • after the owner of the soil (or his heirs, devisees, legal representatives or assigns) furnishes the Lessee with satisfactory written evidence of the change 
• • • .!in ownership, including the original recorded muniments of title (or a certified copy of such original) when the ownership changed because of a 

• conveyance. A total or partial assignment of this lease shall, to the extent of the interest assigned, relieve and discharge Lessee of all subsequent 
• •• obligations under this lease. If this lease is assigned in its entirety as to only part of the acreage, the right and option to pay rentals shall be apportioned 

•. • • • • as between the several owners ratably, according to the area of each, and failure by one or more of them to pay his share of the rental shall not affect 
this lease on the part of the land upon which pro rata rentals are timely paid or tendered; however, if the assignor or assignee does not file a certified 
copy of such assignment in the General Land Office before the next rental paying date, the entire lease shall terminate for failure to pay the entire rental 
due under Paragraph 3. Every assignee shall succeed to all rights and be subject to all obligations, liabilities, and penalties owed to the State by the 
original lessee or any prior assignee of the lease, including any liabilities to the State for unpaid 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 ~ 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 tre 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 lea~ 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-pfemises 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. 
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32: FORFEITURE. If Lessee shall fail or refuse to make the payment of any sum within thirty days after it becomes due, or if Lessee or 
an authorized agent should knowingly make any false return or false report concerning production or drilling, or if Lessee shall fail or refuse to drill any 
offset well or wells in good faith as required by law and the rules and regulations adopted by the Commissioner of the General Land Office, or if Lessee 
should fail to file reports in the manner required by law or fail to comply with rules and regulations promulgated by the General Land Office, the School 
Land Eloard, 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 fai l 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 leases 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-f)feffiises 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. 

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 from, the 
operations of or for Lessee on the leased-pfemises Leasehold Estate herel•nder, 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 lea~ 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 
leaseEI-p~s Leasehold Estate; those arising from Lessee's use of the surface of the lea~ 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 ~ Leasehold Estate, by any waste, pollutant, or contaminant. Lessee 
shall not bring or permit to remain on the ~s 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, PENAL TIES, LIABILITIES, 
AND COSTS (INCLUDING REASONABLE ATIORNEYS' 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 bEASCD--PRE-MISES LEASEHOLD ESTATE DURING LESSEE'S OCCUPANCY OR CONTROL OF THE bEASED PRE-MISES 
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 bEASE.Q 
AASMlSES LEASEHOLD ESTATE DURING LESSEE'S OCCUPANCY OF THE bEAS6D-PREMISES LEASEHOLD ESTATE IN CONFORMANCE 
WITH THE REQUIREMENTS OF APPLICABLE LAW. THIS INDEMNIFICATION AND ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, 
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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 bEASEO 
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 a~ual and true consideration paid or promised for execution of this lease. The bonus due the State and the prescribed filing fee shall 

• accompany such cert1fied 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 Soil 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. 

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, 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 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 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 dale 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. It is 
understood and agreed that any minimum royalty payments shall be divided and paid one-half (112) to the State of Texas and one-half (112) to the 
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••• • ••• • 
• ....... 

• • 
• 

Owner of the'Soil. 

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

LESSOR: 
State of Texas by its Agent 
Mary Jane McGary, a feme sole 
By: Bank of Amer ica, N.A., Agent 

By q~~ ~-
Name: J.N. Long, RPL 

Title: Vice President 

Lease. JOt[ e:b 
Address: 901 Main St. Fl. 17 

Dallas, TX 75202-3738 

Lessee: 
Bellomy Group, LLC 

By~ 
Name:RnB::mY 

Title: Managing Partner 

Address: 1700 Pacific Ave., Ste. 2210 
Dallas, TX 75201-4662 

• • • STATE OF TEXAS § 
§ 
§ 

• • • •• • • 
• • • COUNTY OF DALLAS • • • • •• 

• 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 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. 

Given under my hand and seal of office this the ltf1lr day of August, 2014. 

STATE OF TEXAS 

COUNTY OF DALLAS 

BRANDON PERDUE 
Notary Public 

STATE OF TEXAS 
My Comm. Exp. 02-14-18 

§ 
§ 
§ 

Befo•e me, the undersigned, a Notary Public in and for said County and State, on this day personally appeared Ryan Bellomy, an Managing Partner of 
the &ellomy Group, LLC, 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 company in the 
capacity therein stated. 

Given under my hand and seal of office this the/Lf t'V- day of August, 2014. 

BRANDON PERDUE 
Notary Public 

STATE OF TEXAS 
My Comm. Exp. 02-14-18 
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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 30111 day of July, 2014, by and between the State of Texas, by and 
th rough Mary Jane McGary, a feme sole; Bank of America, N.A., Agent its agent as Owner of the Soil (Lessor), and Bellomy Group, 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 surrender thereof, Lessee, its 
successor or assigns, shall then level all drilling pits and other excavations and shall pay for 300 Q£ 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 wri ting, 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 ooly-wi~presseElper:missiaR af tl=le OwRer 
af..UI&-Soil-aOO-afte~H<I~ymeRt fer ~se ar wat~ by paying Lessor one dollar l$1 .00) per barrel of water 
used. 

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 
use. The routes for all roads shall by mutually agreed upon between Owner of the Soil and Lessee before the commencement of 
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. It is 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 va lid, 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 
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!heretofore restored, to their original condition as nearly as possible. Within six (6) months after the termination of this lease, 
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. 

9. Lessee is to comply with all Federal and State regulations. 

10. Lessee agrees to pay for damages resulting from any operations after initial construction/drilling is completed. Lessee shall pay 
mar1<et value for any and all livestock lost as a result of lessee's operations under this lease. 

11 . 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. 

12. 

13. 

14 . 

15 . 

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 (112) 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. 
Mary Jane McGary, a feme sole 
Bank of America, NA, Agent 

.,Q~~ 
Name: J.N. Long 

Title: Vie'3 President 

lnst No. 14-07633 
OI.AN~E 0 . FlOREZ 
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'General Land Office 
Relinquishment Act Lease Form 
Revised, September 1997 
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~ustin, \!texas 

OIL AND GAS LEASE 

14-09557 
fiLED FOR RECORD 

REEVES COUNTY, TEXAS 
Oct iO, 2014 a! 09:34:00 AM 

• •• •• • • • • THIS AGREEMENT is made and entered into this & +A-day of September, 2014, between the State of Texas, acting 

by and through its agent, Coates Energy Interests, Ltd. _________________________________ _ 

of 7373 Broadway, Suite 406 San Antonio, Texas 78209 ___ __________________ _ 

(G1ve Permanent Address) 

sa1d agent herein referred to as the owner of the soil (whether one or more), and The Bellomy Group, L.L.C. ______ ---------

of 1700 Pacific Avenue, Suite 2210; Dallas, Texas 75201-4662 ____ --------- ---------hereinafter called Lessee. 

(Give Permanent Adtlress) 

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, Stale of Texas, to-wit: 

Public School Land Survey 
Section 9, Block 59, A-2952 

("Leasehold Estate") 

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

To the Stale of Texas: Ninety-Three Thousand Four Hundred Sixty-Six Dollars and Sixty-Six Cents _____ _ 

Dollars ($93,466.66. _____ _ 

To the owner of the soil: Ninety-Three Thousand Four Hundred S1xty-Six Dollars and Sixty-Six Cents _____ _ 

Dollars ($93,466.66 _____ _ 

Total bonus consideration: One Hundred Eighty-Six Thousand Nine Hundred Thirty-Three Dollars and Thirty-Three Cents_ 

Dollars ($186,933.33 _____ _ 

The total bonus consideration paid represents a bonus of Three Thousand Five Hundred and Five Dollars and No Cents 

($3,505.00 per acre, on Fifty Three and one third (53 1/3) 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 paymg 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 RENTALSrl-f-RG-WelHs-GOmmense(;! an the lease(;! pmmises-e~H~r befare ane (1) year rram lhis (;!ale, this lease shall terminate, 
ooless-&!Hir-Gefefe..&uGIH!nnivef&ary dale lessee-&Ral~ef4G4RIH)wner ar the sail ar to his sredil in the 

. 
ef-#~GGessors (wh1sh sl:lall sontinue as I he depository regardless or shanges in lhe ownership-of said land), the amouffi..&peGi~ 
lessee sl:la~e~l:le COMMISSIONER OP THE GEt>IERAllAt>ID OffiCE OF THE STATE OF TEXAS, AT AUSTit>l , TEXAS, a like S!,Jffi on 
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'91'-GefGfe-S~yments ~o~naef-Ws paragrapR sRall operate as a rental al14-sRall cover IRe pri•;ilege of deferring IRe commencement of a well for 
OFie (1) year frorn--saiEklal~ymefll.s-uFIElef-!Ris paragrapR sRalll:le in IRe following a~ 

•••• • 

=HHI=Ie-owner or IRe soil: One HunElre4-GG!h:lalflrss-aaA<nEl~~IIGo...(C~e*n*lse=:=================== 

------~D~o~II~~~O.~O~O============~ 

~tate of Texas: One-FIIHlElre4-GGIIafS-afl·d-P~G&nt&==================== 

Dollars ($ 100.00 

Tota l Delay-Reflta~unElreEl Dollars ana ~lo Cents 

Dollars ($200.00 .... . . 
~~ike manner ana upon like payments or tenders anffil3liy,-t-Re commencement of a well may l:le furtRer EleferreEl for success1ve penoes or one (1) 

eu•"lfaF eacR suring IRe primary term. /\11 payments or tenders of rental to tRe owner of tRe soil may l:le made l:ly GReek or sigRI draft of Lessee, or any 
• ~nee-Gf-tflis-leas~ereEl en or l:lefore tl=le-fental paying Elate. If tRe l:lank designates in tRis paragrapR (or its successor !:lank) sRet»El 

• GeaS&-t<Hll<~~spenEl eusiness, liqu-iElate, fa il or l:le succeeEleEl l:ly ano!Rer !:lank, or for any reason fail or refuse to acGept rental , Lessee sRall notl:le 
• .. • ~Eiefatllt-fer-failure to make sueR payments or tenders of rental until IRirty (JO) says after IRe O'Nner of IRe soil sRall deliver to Lessee a propel' 
... ~le-ffi5.tfurnent-na~Ag anoiRer eank as agent to receive sueR payments or lenEleHT. THIS IS A PAID-UP LEASE. NO DELAY RENTALS ARE 

• • • • £1JE HEREUNDER. 
• •• 

• 4. PRODUCTION ROYA LTIES. Upon production of oil and/or gas, Lessee agrees to pay or cause to be paid one-half (1/2) of the 
• •• •t~yalty 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 

• • • Toyalty 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 va lue 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 
pa id 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 leases 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 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 to 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 
recove ed 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 pa id 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. 

5. MINIMUM ROYALTY. During any year after the expiration of the primary term of th is lease, if IRis lease is mainlaineEll:ly preEluctien, 
lhe-fayalties pais unset-this lease in no e•.'ent shall l:le less than an amount equal to Twenty Five Dollars ($25.00) aer acre the total annual delay rental 
1:\efein--.proviEleEl; otherwise, there shalll:le sue ana payal:lle on or l:lefore the last say of the month succeeding the anni¥ersary Elate of this lease a sum 
eqt~al to the total annual rental Twent¥ Five Dollars ($2§.00) Qer acre less IRe amount of royalties pais suring the preceding year. If Paragraph J or this 
lease Eloes nGt-speGify-a-4elay-fefllal-amount, then for the purposes of this paragra~elay rental amount shall ee one sellar ($1.00) per acre. 

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 
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'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 nghts 
or Lessee's obligations, whether express or implied, under this lease. 

7. NO DEDUCTIONS. Lessee agrees that all royallies 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 Jnd 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 wntten 

• :• c!onsent of the owner of the soil and the Commissioner of the General Land Office, Lessee may recycle gas for gas hft purposes on the leased prem1ses 
• .. • Leasehold Estate or for injection into any oil or gas producing formation underlying the leased premises Leasehold Estate after the liquid hydrocarbons 
.. •• .~ntained 10 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 

• ..thich entitles the royalty owners to a royally under lh1s 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: 
•• • • • • 
• ~ayment 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 
• •• •"'Jl 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, 

• • • oaccompanied 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, 

•:•••r: cords or reports confirming the gross production, disposition and market value including gas meter readings, pipeline receipts, gas line receipts and 
other checks or memoranda of amount produced and put into pipelines, tanks, or pools and gas lines or gas storage, and any other reports or records 
which the General Land Office may require to verify the gross production, disposition and market value. In all cases the authority of a manager or agent 
to act for the Lessee herein must be filed in the General Land Office. Each royalty payment shall be accompanied by a check stub, schedule, summary 
or other remittance advice showing by the assigned General Land Office lease number the amount of royalty being paid on each lease. If Lessee pays 
his royalty on or before th1rty (30) days after the royalty payment was due, then Lessee owes a penalty of 5% on the royalty or $25.00, whichever is 
greater. A royalty payment which is over thirty (30) days late shall accrue a penalty of 10% of the royalty due or $25.00 whichever is greater. In addition 
to a penalty, royalties shall accrue interest at a rate of 12% per year; such interest will begin to accrue when the royalty is sixty (60) days overdue. 
Affidavits and supporting documents which are not filed when due shall incur a penalty in an amount set by the General Land Office administrative rule 
which is effective on the date when the affidavits or supporting documents were due. The Lessee shall bear all responsibility for paying or causing 
royalties to be paid as prescribed by the due date provided herein. Payment of the delinquency penalty shall in no way operate to prohibit the State's 
right of forfeiture as provided by law nor act to postpone the date on which royalties were originally due. The above penalty provisions shall not apply in 
cases of IItie dispute as to the State's portion of the royalty or to that port1on 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 be t possible estimate of oil and gas reserves underlying this lease or allocable to this lease and shall fum1sh 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 popelines 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, 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 Commiss1on 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 Esta~ for the purpose of identifying wells, tank batteries or other 
assoc a ted 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 
Gene1al 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) PENAL TIES. 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 fil ing 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 leas~ise& 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 prov1ded 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 maintam this lease by conducting add1t1onal 
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drilling or reworking operations pursuant to Paragraph 13, using the expiration of the primary tenn as the dale of ce~sali?n of produclio~ ~nder 
Paragraph 13 Should the first well or any subsequent well drilled on the above described land be completed as a shul-tn oil or gas well w~lhtn the 
primary tenn hereof, Lessee may resume payment of the annual rental tn the same manner as provided herem on _or before the rental paymg da~e 
following the expiration of sixty (60) days from the dale of completion of such shut-in oil or gas well and upon the fa1lure to make such payment, _th1s 
lease shall ipso facto tenninate. If at the expiration of the primary term or any lime thereafter a shut-in oil or gas well is located on the leaseEI preffilses 
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 tenn, 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 sa1d well or for drilling or reworkmg of any additional wells are prosecuted in good faith and 1n workmanlike manner without interruptions 
totaling more than s1xty (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 

•: • I!, producec 1n pay1ng quant1ties 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 JeaseG 

• pfemises 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 

•. • • .c"ontinue in good faith and in workmanlike manner without interruptions totaling more than sixty (60) days. If such drilling or reworking operations result in 
• • tile 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 leaseEI preffiises Leasehold Estate 

• • • .;; 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 dnlling or reworking operations result in the completion of a well as a dry hole, the lease will notlenninate if the Lessee commences additional 

... ~rilhng or reworktng operations within sixty (60) days after the completion of the well as a dry hole, and lh1s lease shall remain in effect so long as 
• • • • J_~ssee continues drilling or reworking operations in good faith and in a workmanlike manner without tnlerruplions totaling more than sixty (60) days. 

~ssee shall g1ve wntten notice to the General Land Office within thirty (30) days of any cessation of production. 
•••••• • • 

14. SHUT-IN ROYAL TIES. For purposes of this paragraph, •well" means any well that has been assigned a well number by the state 
agency having jurisdiction over the production of oil and gas. If, at any time after the expiration of the primary term of a lease that, until being shut in, 
was be ng maintamed in force and effect, a well capable of producing oil or gas in paying quantities is located on the leaseEI preffiises Leasehold Estate, 
but oil or gas is not being produced for lack of suitable production facilities or lack of a suitable market, then Lessee may pay as a shut-in oil or gas 
royalty .m amount equal to One Hundred Dollars 100.00} er acre no lon er maintained due to a shut-in well dooble IRe annual rental previsee in IRe 
lease, but not less than $1 ,200 a year for each well capable of producing oil or gas in paying quantities. lf...PaFagfa~se sees net s~fy-a 
Elelay-fentaHimount,tl1en fer t11e purposes of 111is para!:)rapl1, t11e Elelay rental affieiJAI s11all ee one Elellar (S1 .00~ peH!Gf~. To be effective, each initial 
shut-in oil or gas royalty must be paid on or before: (1) the expiration of the primary term, (2) 60 days after the Lessee ceases to produce oil or gas from 
the leased-premises 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 tenn of the lease 
for a period of one year from the end of the primary tenn, 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 fGuf one more sussessi•;e perioss of 
oil&-(+) year by paying Five Hundred Dollars ($500.00) per acre no longer maintained due to a shut-in weii!J:Ie...same-amounl easl=l year on or before the 
exp1rallon of eaGJ:lthe first shut-m year. 

15. COMPENSATORY ROYAL TIES. If, during the period the tease is kept in effect by payment of the shut-in oil or gas royally, oil or 
gas IS sold and delivered in paying quantit ies from a well located w1thin one thousand (1 ,000) feet of the leases preffiises Leasehold Estate and 
completed in the same producing reservoir, or in any case in which dramage is occurring, the right to continue to mamtain 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 
maintam 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) feel of the leaseEI 
pr~mises 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 tha: is completed in the same producing reservoir and located within one thousand (1 ,000) feet of the leaseEI preffiises 
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 le~ses 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 lea&eEI-i*emises 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 pnmary or extended tenn it shall then 
tennmate as to all of the leases preffiises Leasehold Estate, EXCEPT (1) 40 acres surrounding each oil well capable of producmg in paying quantities 
and 320 acres surround1ng each gas well capable of producing 1n 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 dnlling or reworking operations, or (2) the number of acres included in a producing 
pooled un11 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 lime after the effective dale of the partial tennination 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 tenninate 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 
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existing roads , existing pipelines and other exishng facilities on, over and across all the lands described in Paragraph 1 hereof ("the retamed 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 
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 
Paragraoh 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 origmally pa1d 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 m 
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 w1th the well located m 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 contaming a satisfactory 
..... IZ!gal description of the acreage and/or depths not retained hereunder. The recorded release, or a certified copy of same, shall be fi led in the General 
• ~and 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 
, .. • -<;ommiss1oner at h1s 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 

, • • • ¢signal ion 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 1.:> protect the oil and gas under the above-described land from being drained. Lessee, sublessee, receiver or other agent in control of the 

•. • • .. :aseG-pfemlse& Leasehold Estate shall drill as many wells as the facts may justify and shall use appropriate means and drill to a depth necessary to 
/!event undue drainage of oil and gas from the leased premises Leasehold Estate. In addition, if oil and/or gas should be produced in commercial 

•: • • Qtanllties w1th1n 1,000 feet of the leased premises Leasehold Estate, or in any case where the leased premises Leasehold Estate IS bemg dramed by 
product1on 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 
dnlling of a well or wells upon the leased-pfemises Leasehold Estate within 100 days after the draining well or wells or the well or wells completed within 
1 ,000 feet of the leaseG-pfeffiises 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 of th1s 
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 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 reworl<ing operations or 
from producmg 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 reworl<ing operations or production of oil or gas. 

19. WARRANTY CLAUSE. ~il-warraflts-aRd agrees to defeRS title to the leasod-pfem1ses. If the OYIRer of the soil 
defalllts-in-paymeA~ OA the leased premises, theA bessee may reeeem IRe rigRis of IRe ewAer of lhe soil iA IRe leased premises 9y payiAg aAy 
~<199r-laxes er oiRer lieA~A-the leasee prem1ses. If bessee makes paymeAis oA 9eRalf ef IRe owAer ef IRe seill!Ader IRis paragrapR, bessee may 
~st-e~rem IRe reRtal aRe reyalties due IRe ewAer ef IRe sail. 

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 Comm1ssioner 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 explams 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 pa1d 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, dunng the pnmary term, a port1on of the land covered by this lease 1s mcluded within the boundanes 
of a pooled umt 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. 
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24. WELL LOCATION LIMIT. No well shall be drilled nearer than two hundred (200) feet to any house or barn now on sa1d premises 
without the written consent of the owner of the soil. 

25. POLLUTION. In developing this area, Lessee shall use the highest degree of care and all proper safeguards to prevent pollution. 
Without lim1ting 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 1ts 
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 C)mpletion 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 ~ses Leasehold Estate, keep sa1d 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 equ1pment will be kept pamted 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 lease€1-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 

'• • • • ~emove casing from any well capable of producing oil and gas in paying quantities. Additionally, Lessee may not draw and remove casing until after thirty 
• • 230) 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 

• • • • * ny machinery, fixtures, or casing wh1ch are not timely removed by Lessee under the terms of this paragraph . 

• 
• • •• 27. (A) ASSIGNMENTS. Under the conditions contained in this paragraph and Paragraph 2g of this lease, the rights and estates of e1ther 

• ••• • ~arty 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 
~presentatlves, successors and assigns. However, a change or divis1on in ownership of the land, rentals, or royalties w ill not enlarge the obligations of 

•: • • • Cessee, d1m1msh 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 ownersi 1p, including the original recorded munimenls 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 
th1s lease on the part of the land upon which pro rata rentals are 11mely 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 ent1re rental 
due under Paragraph 3. Every assignee shall succeed to all rights and be subJect to all obligations, liabilities, and penalties owed to the Stale 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 ass1gnment 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 pnncipal stockholder or employee of the corporation wh1ch is the owner of the soil; 
(5) a partner or employee 1n a partnership which is the owner of the soil; 
(6) a fiduciary for the owner of the soil, including but not lim1ted 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 leases I'Jremises Leasehold Estate, and thereby 
surrender lh1s 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 
Commissh ner of the General Land Office. 

30. DISCLOSURE CLAUSE. All provisions pertaining to the lease of the above-descnbed land have been included in this Instrument, 
mclud1ng 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 011 and gas from the leased I'JFBF'flises Leasehold Estate which are not contained in this lease render th1s 
lease invalid. 

31. FIDUCIARY DUTY. The owner of the soil owes the Stale a fiduciary duty and must fully disclose any facts affecting the State's 
mleresl in the leases j:)Femises Leasehold Estate. When the interests of the owner of the soil conflict with those of the State, the owner of the soil 1s 
obligated to put the State's interests before his personal interests. 
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32. FORFEITURE. If Lessee shall fail or refuse lo make the payment of any sum within thirty days after it becomes due, or if Lessee or 
an authorized agent should knowingly make any false return or false report concerning production or drilling, or if Lessee shall fail or refuse to drill any 
offset well or wells in good faith as required by law and the rules and regulations adopted by the Commissioner of the General Land Office, or if Lessee 
should fail to file reports in the manner required by law or fail to comply with rules and regulations promulgated by the General Land Office, the School 
Land Board, or the Railroad Commission, or if Lessee should refuse the proper authority access to the records pertaining to operations, or if Lessee or 
an authorized agent should knowingly fail or refuse to give correct information to the proper authority, or knowingly fail or refuse to furnish the General 
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 lea see pFemises Leasehold Estate, all proceeds 
• • w hich 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 fo<tures on and 

'• • . lmprovements to the leasea pmmises 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 
• .... fle foreclosed with or without court proceedings in the manner provided in the Tille 1, Chap. 9 of the Texas Business and Commerce Code. Lessee 

ilgrees that the Commissioner may require Lessee to execute and record such instruments as may be reasonably necessary to acknowledge, attach or 
•: .. • ~erfect 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 execut'on requirements stated in Texas Natural Resources Code 52.152. 

35. INDEMNITY. Lessee hereby releases and discharges the State of Texas and the owner of the soil, their officers, employees, 
partners, agents, contractors, subcontractors, guests, invitees, and their respective successors and assigns, of and from all and any actions and causes 
of action of every nature, or other 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 leasee pFemises 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 leasee pFemises 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 
iease4Femises Leasehold Estate; those arising from Lessee's use of the surface of the lessee pFemises 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, 
officerf.. 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 otficers, 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 ANDIOR LIABILITIES 
ASSUMED UNDER THE TERMS OF THIS AGREEMENT SHALL BE WITHOUT LIMITS AND WITHOUT REGARD TO THE CAUSE OR CAUSES 
THEREOF (EXCLUDING PRE-EXISTING CONDITIONS), STRICT LIABILITY, OR THE NEGLIGENCE OF ANY PARTY OR PARTIES (INCLUDING 
THE NEGLIGENCE OF THE INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE BE SOLE, JOINT, CONCURRENT, ACTIVE, OR PASSIVE. 

36. ENVIRONMENTAL HAZARDS. Lessee shall use the highest degree of care and all reasonable safeguards to prevent 
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 lessee pFemises Leasehold Estate, by any waste, pollutant, or contaminant. Lessee 
shall not bring or permit to remain on the leasee pFemises 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 be.AS~tSeS LEASEHOLD ESTATE DURING LESSEE'S OCCUPANCY OR CONTROL OF THE l eASED 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 bEASW 
AAEMlSES LEASEHOLD E:JTATE DURING LESSEE'S OCCUPANCY OF THE be.ASEO PReMISES LEASEHOLD ESTATE IN CONFORMANCE 
WITH THE REQUIREMENTS OF APPLICABLE LAW. THIS INDEMNIFICATION AND ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, 
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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 WRITIEN 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 beASW 
AAEMISES 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 preva1l over any nonconformmg 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 requ1rements found in Paragraph 39 of this lease have been satisfied, the 
..... ~ffective 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 
... ·~f the County Clerk in any county in which all or any part of the lease9 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) 
• • ic 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 
'. • .:nless 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 

• accomJ:,any such certified copy to the General Land Office . 

•••• • • •••• 
• 

ADDENDUM PARAGRAPHS 40, 41 , 42, 4 3, 44, 45, 46 , and 47 

•:•••: 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 Soil simultaneously w1th 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. 

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 lime period for any defense based upon the statute of limitations, laches or any other delay in bnnging 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 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 
Leaset>old 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 . The 
inform< lion Lessee is required to furnish Surface Owner for wells drilled on the Leasehold Estate or on lands pooled therewith will include, in addition to 
the infcrmation set out in this paragraph, the information listed on the attached Exhibit "B" entitled Coates Energy's Reporting Requirements for Wells. 

45. UNIT DES IGNATION. 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 exp~res 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 mmimum royalty amount during a Minimum 
Royalty Year, then it is agreed that the State of Texas shall be entitled to have th1s 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, product1on 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 
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'day of each calendar year applying the overhead adjustment factor most recently published by the Council or Petroleum Accountants Societies, Inc. II is 
understood and agreed that any m1mmum royalty payments shall be d1vided and paid one-half (112) to the State or Texas and one-half (112) to the 
Owner or the So1l. 

47. ADDITIONAL PROVISION. The fiduciary representative of each party Owner of the Soil herein shall never, under any circumstances, incur any 
liability whatsoever to Lessee or a successor or assign of Lessee in his or her individual capacity. 

Executed on the dates indicated below but effective for all purposes as or the date first above written. 

LESSOR: 
• •• . state of Texas by its Agent 

••: Coates Energy Interests , Ltd., acting by and through its General 
.Partner, Coates Energy , ~?ti~ough i ts Manager, 

.;~~·~::·:n;&K 
I • e 

:: '' "•m• '!r;;:qJCo•to• Rob '· Tn":Q ' 
• ••• ~t3y : ~~~&lt£f.A/ 

• 
•:••Je~ame: George L. Stieren, Trustee 

Address: 7373 Broadway, Suite 406 
San Antonio, Texas 78209 

STATE OF TEXAS 

COUNTY OF BEXAR 

§ 
§ 
§ 

Lessee: 
The Bellomy Group, LLC 

Tille: Managing Partner 

Address: 1700 Pacific Ave., Ste. 2210 
Dallas, TX 75201-4662 

This instrument was acknowledged before me on the ffJ -II'ctay of September, 201 4, by BARRY COATES ROBERTS and GEORGE L. STIEREN, as 
Trustees of COATES ENERGY TRUST, in its capacity as Manager or Coates Energy, L.L.C., a limited liability company, in its capacity as General 
Partner of Coates Energy Interests, Ltd., a limited partnership. 

STATE OF TEXAS 

COUNTY OF DALLAS 

SHERRIE GREEN 
No~rv PUbfiC 
State oTTexa! 

My Comm. 8:p. 09-15-2016 

§ 
§ 
§ 

Notary ublic in and for the t~e of Texas 1 . 
My Commission Expires: -IS- c2.LJ I"' 

Printed Name: She rot- 6-r-t..m 

Before me, the undersigned, a Notary Public in and for said County and State, on this day personally appeared Ryan Bellomy, as Managing Partner of 
the Bellomy Group, LLC, known to me to be the person whose name is subscnbed to the foregoing instrument, and acknowledged to me that he 
executed the same for the purposes and consideration I herem expressed, 1n the capacity therein stated, and as the act and deed or said company in the 
capacit} therein staled ~ 

Given under my hand and seal or office this the 1J._ day of September, 2014. 
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EXHIBIT "A" 

SURFACE AMENDMENTS 

Attached to and made a part o f that certain Oil & Gas Lease dated the /&~ay of September, 2014 , by and between the State of Texas, by 
and through Coates Energy Interests, Ltd. its agent as Owner o f the Soil (Lessor), and The Bellomy Gro up, 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, limber, 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 w1th geophys1cal exploration thereof, or other mineral development thereon, by Lessee, its successors or 
ass1gns. Upon the cessation of drilling at each well location, the abandonment of sa1d lease or surrender thereof, Lessee, its 
successor or assigns, shall then level all drilling pits and other excavations and shall pay for aoo Q! 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 
t.xpress 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 effiy-will:l ll=te e)(pressee permissieR ef ll=te OwRer 
ef ll=te Sail aREI-afteHle§OiiatieRs klr paymeRI fer use ef water are Gemplele4 Q}' paying Lessor one dollar CS1 .00) per barrel of water 
used . 

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 
use. The routes for all roads shall by mutually agreed upon between Owner of the Soil and Lessee before the commencement of 
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 prem1ses. The surface owner shall have the right to use all roads on the 
Leasehold Estate. 

4. It is 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 bnng any dogs and/or firearms upon the Leasehold E~. 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 facilit ies 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 locat1on 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 w1shes 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 
mpresenlalive. 

7. Lessee agrees to protect, defend, indemnify and hold harmless Owner of the Soil the owners of the surface of the Leasehold Estate, 
and lhe1r 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 subcoutractors) for loss or damage to property, in any way and at any time arising out of, incident to, or in connection 
w1th this Lease, operations conducted on the Leasehold Estate, or breach of the terms hereof, regardless of whether any such 
habihty, 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 10 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 lime after the 
completion of operations on each drill s1te where no producing well :s 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 dnll 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 th rough 
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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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. 

9. Lessee is to comply with all Federal and State regulations. 

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

11 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 w1ll be allowed to be transported through any pipelines located on the 
property 

12. 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. 

13. Lessee hereby acknowledges that if the Leasehold Estate 1s 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 m the absence of Lessee's activities or those of Lessee's employees, agents, servants, contractors, licensees or permittees 
on the Leasehold Estate . 

14. 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 ofTexas and one-half (1/2) to the Owner of the Soil. 

15. 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 permrt third parties to use, the Leasehold Estate for the surface location of wells bottomed or with 
the1r terminus on other lands so long as such wells do not violate applicable spacmg regulatrons and are not perforated 10 or 
otherw1se 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 
Coates Energy Interests, ltd., acting by and through its General 
Partner, Coates Energy, L.L.C., cling by and throu its ::A'" Eoo~y 
Name: Barry Coates Roberts, Trustee 

By G~ £~-rtt;k} 
Name: George L. Stieren, Trustee 
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Exhi bit "B" 

COATES ENERGY' S REPORTING REQUIREMENTS 
FOR WELLS 

The following information wi l l be provided to the Owner of the Soil pursuant to the 
Oil and Gas Lease l isted below: 

OPERATOR: T he Bellomy Group, L.L.C . 

LEASE DESCRJPTlON: Oil and Gas Lease dated September 9, 2014 between the State of Texas, 
acting by and through its agent, Coates Energy Trust covering all of Section 9, Block 59, PSL 
Survey A-2952, Reeves County, Texas 

COUNTY: Reeves 

1. Insurance Certificates 

ll. Texas Railroad Commission and TNRCC Forms (by way of example, not necessarily 
inclusive of all forms): 

A. Forms W-1 , plats and approved Permits (with X Y coordinates) 
B. State Water Board Letters 
C. Forms W-2 or G-1 
D. Forms G-5 (if any) 
E. Fonns L-1 
F. Forms P-4 
G. Forms W-12 
H. Forms W-15 
L Forms G- 10 or W- 10 
J. Fom1s P-7 with exhibits (if any) 
K. Forms P-12 with exhibits (if any) 
L. F01ms W-3A, & Form W-3 
M. Monthly Form PR 
N. Any other forms ti led with any State of Texas Governmental Agency (all forms to be 
sent as soon as avai lable by the most expeditious means possible, including but not limited 
to email transmission.) 

lll. Notices - all notices of diilling or reworking operations should be sent via email or 
telephone at least 36 hours prior to commencement and notices for logging, coring or 
testing shou ld be sent via email or telephone at least 24 hours prior to commencement and 
should include directions to the wellsite along with telephone, email communication 
numbers with the dtilling Iig, mud logging unit and/or Operator's representative, and the 
name of each representative(s). 

Notices shall be sent to: 
Coates Energy 
Allention: Barry C. Robt:rts 
(21 0) 820-0113 work 
(21 0) 373-5764 mobile 
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IV . 

(21 0) 826-31 03 home 
bcr@coatesenergy. com 
cvanhom@coatesenergy.com 

For the following operations: 

A. Spudding 
B. Open Hole logging, coring & formation testing 
C. Cased Hole logging 
D. Wel l stimulation and testing 
E. Plugging 
F. Any other notices of significant events 

Copies of all Data, as soon as available by the most expeditious means possbile, (all data 
should be sent with 2 hard copies - 1 field copy via email and 1 fi nal copy via U.S. Postal 
Service/or express mail and 1 digital me (CD or DVD) in the LAS format and I digital 
MetaFile (or their equivalent)) including but not limited to the fo llowing: 

A. Geologic Prognosis 
B. Mud Logs (dai ly- via email) 
C. All Open Hole Logs (including but not limited to): 

1. DIL - GR- CAL - SP - CNL - LDT - LSS (or thei r equivalent) 
2. Dipmeters (or their equjvalent) 
3. Velocity Sw-veys (or their equivalent) 
4. Check Shot Surveys (or their equivalent) 

D. Sidewall Core Analyses (or their equivalent) 
E. Fmmation Tests (or their equivalent) 
F. Geviation/Directional/Inclination Surveys (or their equivalent) 
G. Paleontology/Biostratigraphic Rep011s (or their equivalent) 
H. Synthetic Seismic Trace - derived from Son.ic Log (or their equivalent) 
I. Wellbore Schematic 
J. All other data 

V. Copies of all Repotts, as soon as available by the most expeditious means possible, (all 
rep011s should be sent with 2 copies - 1 field copy via email and I fi nal copy via U.S. Postal 
Service/ or express mail) including but not limited to the following: 

A. Daily Drilling 
B. Dai ly Completion 
C. Dai ly Testing 
D. Daily Hook-up 
E. Daily Plugging 
F. Daily Workover (plugback, deepening, remediation, stimulation, etc.) 
G. All other repo11s 

·--·· 
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14-09556 
General Land Office 
Relinquishment Ac t Lease Form 
Revised, September 1997 

FILED FOR RECORD 
REEVES COUNn', TEXAS 

Oct 10, 2014 at 09:34:00 AM 

%tustin, \!Cexas 

OIL AND GAS LEASE 

THIS AGREEMENT is made and entered into this /&+"-day of September, 2014, between the State of Texas, acting 

by and through its agent, Coates Energy Trust _____________________________________ _ 

of 7373 Broadway, Suite 406 San Antonio, Texas 78209 _ _ ___________ ________ _ 

(Give Permanent Address) 

said agent herein referred to as the owner of the soil (whether one or more), and The Bellomy Group, L.L.C. _______________ _ 
•••• • ••: of 1700 Pacific Avenue, Suite 2210; Dallas, Texas 75201-4662 __ _ --------- __________ 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 sc le 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, ta~e care of, treat and transport said products of the lease, the following lands 

•. • .:situatttd in Reeves County, State of Texas, to-wit: 

• 
•••• • • •••• 

• •••••• • • 

Public School Land Survey 
Section 9, Block 59, A-2952 

("Leasehold Estate") 

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

To the State of Texas: Ninety-Three Thousand Four Hundred Sixty-Six Dollars and Sixty-Six Cents ______ _ 

Dollars ($93,466.66 _) 

To the owner of the soil: Ninety-Three Thousand Four Hundred Sixty-Six Dollars and Sixty-Six Cents. _____ _ 

Dollars ($93,466.66 ____ _ 

Total bonus consideration: One Hundred Eighty-Six Thousand Nine Hundred Thirty-Three Dollars and Thirty-Three Cents_ 

Dollars ($186,933.33. ____ _ 

The total bonus consideration paid represents a bonus of Three Thousand Five Hundred and Five Dollars and No Cents ___________ _ 

($3,505.00 _____ --l per acre, on Fifty Three and one third (53 1/3) net acres. 

2. TERM. Subject to the other provisions in this lease, this lease shall be for a term of THREE (3) years from 
th is date (herein called "primary term") and as long thereafter as oil and gas, or either of them, is produced in paying quantities from sa1d land. As used 
in this lease, the term "produced in paying quantities" means that the receipts from the sa le 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.-IHlo well is GommeAseG-o~sed-pfemises eR er befere oRe (1) year-from !his date, !his lease-sl:lall-termiRate, 
l#lles!HJil-OF-Beffire-sUGI'l-aflRiveF~IEH:es&ee-sl:lall-pa~r-leAGeF-to-t~e owRer of the soil oF-t<rl:li&-VfeGit-ffi-.1~ __ _ 

or-its-suGGessofS-{whiGA-GI:Iall-coRHnue-as-lllo-deposmH'Y-f~ardless-ok;Aanges iR lhe o•.vRership-o~Rd) , lhe amellRI spesified 9elew; iR addilioR, 
bes&lta-GI:Iall-~efldef-to-ll=le COMMISSIONER OF" TH~ERAL LA~m OF"FICE OF" THE STJ'.TE OF TEX.A.S, .A.T AUSTI~I . TEXAS, a like Sllm OR 
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ef-GefGre-said date. Payments under this paragraph shall aperate as a rental and shall saver the privilege af deferring the cammencem~f...a....well-.9f 
ane (1 ) year fmm said date. Payment5-tif~G9f-l.l:li~elt~ 

Ta the awner-ef4h~il: One HunereQ..t)ellafs...an<ndd-f'INiea-(;C~e*'nltlts>:=================== 

Dallars ($ 1QQ.QQ 

Ta-tl:le-State af Texas: One HundreQ..t)ellaf&.aAG--NG~*lt&:===================== 

--------~Dffialffila~~1~Q~Q.~QQ~============~ 

Tatal Delay-Refltai;..+w~Uf\G'FEFO~d>-!D;}<af)!lllllaiP.rss-a<anA1d;~-N~Iiea~C;.e*'nttG::===================== 

------~D~a~ll~a~~~~Q==============~ 

In a like manRef-anEH!~ts-9f-tei'IGOfS-3nnually , the cammencement af a well may ee further deferred far successive periads af ane (1) 
yeaf-eacl=Hk-Jfifl9-41=\e-pfiFRaf}'-t~l-payments ar tei'IGeFS af rental Ia the awner af tl=le sail may ee made ey check ar sigl=lt draft af Lessee, ar any 
assi§F:~~ease,and may ee delivered an ar eefare the rental paying date. If the sank designated in this paragmph (ar its successar sank) sl:\e\M 
cease-t~t. suspend eusifless,l~te, fail ar ee succeeded ey anather sank, ar far any reasan fail er refuse Ia accept rental, Lessee shall nat ee 
helG-itKiefcwlt--fer-failure ta make sucl=l payments ar-tenders af rental until thirty (JQ) days after the awner ef the sail shall deli•;er Ia Lessee a pmper 
rewffiable-iF\Sifum~ming anatl=ler sank as agent ta receive such payments ar tenders. THIS IS A PAID-UP LEASE. NO DELAY RENTALS ARE 
DUE HEREUNDER. 

4. PRODUCTION ROYAL TIES. 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 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 squa re inch absolute, 
•• •• and the standard base temperature shall be sixty (60) degrees Fahrenheit, correction to be made for pressure according to Boyle's Law, and for specific 

•. • • • •gravity according to 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 va lue 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 
greatHr, 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, sutsidiary 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. 

5. MINIMUM ROYALTY. Glffing any year after the expiratian af the primary term af this-lease, if this lease is maintained ey p rad~ 
the-feyalties-paid under ll=lis lease in ne event shall ee less than an amaunt e~ual ta Twenty P"i\·e Dallars ($25.QQ) eer acre the tatal annual delay renta l 
llOfein-pF\:tvidea; atherwise, there sllall ee aue ana payaele an ar eefare the last aay a4he manti=! succeeaing the anniversary sate af th is lease a sum 
~I-ta the tatal-aRA<Ual rental Twenty F'ive Dallars ($25.Q(.l) aer acre less the amaunt af rayallies pais suring the preceaing year. If Par:agr:apll J af th is 
lease-G~I-5peGify-iKielay-reRtal-amaunt, tllen far the pu~se!Klf..this-paf.39raph , the aelay rental amaunt sl=lall ee ane aallar ($1 .QQ) per acre. 

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 six1y (60) days notice to the holder of the lease, require that the 
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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. 

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 leases premises 
Leasehold Estate or for injection into any oil or gas producing formation underlying the leases 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 production, 
accompanied by the affidavit of the owner, manager or other authorized agent, completed in the form and manner prescribed by the General Land Office 
and showing the gross amount and disposition of all oil and gas produced and the market value of the oil and gas, together with a copy of all documents, 
records or reports confirming the gross production, disposition and market value including gas meter readings, pipeline receipts, gas line receipts and 
other checks or memoranda of amount produced and put into pipelines, tanks, or pools and gas lines or gas storage, and any other reports or records 
which the General Land Office may require to verify the gross production, disposition and market value. In all cases the authority of a manager or agent 
to act for the Lessee herein must be filed in the General Land Office. Each royalty payment shall be accompanied by a check stub, schedule, summary 
or other remittance advice showing by the assigned General Land Office lease number the amount of royalty being paid on each lease. If Lessee pays 
his royalty on or before thirty (30) days after the royalty payment was due, then Lessee owes a penalty of 5% on the royalty or $25.00, whichever is 
greater. A royalty payment which is over thirty (30) days late shall accrue a penalty of 10% of the royalty due or $25.00 whichever is greater. In addition 

.... to a penalty, royalties shall accrue interest at a rate of 12% per year; such interest will begin to accrue when the royalty is sixty (60) days overdue. 
• ••: Affidavits and supporting documents which are not filed when due shall incur a penalty in an amount set by the General Land Office administrative rule 

.which is effective on the date when the affidavits or supporting documents were due. The Lessee shall bear all responsibility for paying or causing 
•: • • • :-oyalties 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 

• • • • )vith its best possible estimate of oil and gas reseNes underlying this lease or allocable to this lease and shall furnish said Commissioner with copies of 
• all contracts under which gas is sold or processed and all subsequent agreements and amendments to such contracts within thirty (30) days after 

•. •• entering into or making such contracts, agreements or amendments. Such contracts and agreements when received by the General Land Office shall be 
• •••• ~eld in confidence by the General Land Office unless otherwise authorized by Lessee. All other contracts and records perta ining 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, 
•: • • • : anks, 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, 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 applicat ion 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 leases J3remises 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 leases premises Leasehold Estate for the purpose of identifying wells, tank batteries or other 
assoc1ated 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 suNey 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 suNey on each well to the General Land Office within fifteen (15) days after the making of said suNey. 

(C) PENAL TIES. Lessee shall incur a penalty whenever reports, documents or other materials are not filed in the General Land Office when 
due. The 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 leases Ji!remises 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 hi=~s not resumed production in paying quantities at the expiration of the primary term, Lessee may maintain this lease by conducting additional 
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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 
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 lease!il 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 s1xty (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 product:!d in paying quantities from said land, or payment of shut-in oil or gas well royalties or compensatory royalties is made as provided in th1s 
lease 

13. CESSATION, DRILLING, AND REWORKING. If, after the expiration of the primary term, production of oil or gas from the leased 
~remises 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 leases 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 
Jaw. 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 operat1ons 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 ROYAL TIES. For purposes of this paragraph, •well" means any well that has been assigned a well number by the state 
agency having jurisdiction over the production of 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 leases ~remises Leasehold Estate, 
but oil or gas is not bemg produced for lack of suitable production facilities or lack of a suitable market, then Lessee may pay as a shut-in oil or gas 
royalty an amount equal to One Hundred Dollars 100.00) per acre no longer maintained due to a shut-in well se~,~ele tf:le aRRI,lal reRtal pra¥ises iR tl=le 
lease, but not less than S1 ,200 a year for each well capable of producmg 011 or gas in paying quantities. if..P.araEffali*l-.H:fHI=»·s-+E~-EHJeefS-f**-598Gif\l-a 

... alela~klmau-RI,II=Ierl-for-lf\8-f*lff*}ses af tl=t1s paragrapl=t , tl=te selay reRtak!mootll sl=tall ee eRe sellar (S1.QQ) per acre. To be effect1ve, each Initial 
• ••! shut-in oil or gas royalty must be paid on or before: (1) the expiration of the primary term, (2) 60 days after the Lessee ceases to produce oil or gas from 

.the leased-premises Leasehold_Estate, or (3) 60 days after Lessee completes a drilling or reworking operation in accordance with the lease provisions; 
•! ••• :,Vhichever 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 
Jor 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 

•: • • • 2hat, if no SUitable production facilities or suitable market for the oil or gas exists, Lessee may extend the lease for fEwf one more successi¥e perias~ 
.. p-Re-(+) year by paymg Five Hundred Dollars (S500.00l per acre no longer maintamed due to a shut-in well tl=te same amei,IRI eacl=l year on or before the 

• • •. ~xp1ration of eaGf:l the first shut-1n 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 
• .... ~as IS sold and delivered in paying quantities from a well located within one thousand (1 ,000) feet of the leases 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 

..... ~il 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 
• Tnaintain 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 lease6 
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 
(112) to the owner of the so;l, 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 leases 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 w1th 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 leases premises Leasehold Estate, Lessee shall exerc1se the diligence of a reasonably prudent operator in dnlling 
such additional well or wells as may be reasonably necessary for the proper development of the leases 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 
termmate as to all of the leased-premises Leasehold Estate, EXCEPT (1) 40 acres surrounding each oil well capable of producing m paymg quantities 
and 320 acres surrounding each gas well capable of producing in paying quantities (including a shut-m 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 t1me 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, th1s lease shall thereupon terminate as to all acreage not thereafter allocated to sa1d well or wells for production purposes. 
Notwithstanding the termma!IOn of this lease as to a portion of the lands covered hereby, Lessee shall nevertheless continue to have the nght of ingress 
to and egress from the lands still subject to this lease for all purposes described in Paragraph 1 hereof, together with easements and rights-of-way for 
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existirg 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 
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 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 
leaseG-f*emises 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 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 lea&ee-i*emtses Leasehold Estate within 100 days after the draining well or wells or the well or wells completed within 
1 ,000 feet of the leased-t>femises 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 of this 

<lease, from conducting drilling operations on the leased premises Leasehold Estate, or from producing oil or gas from the leased premises Leasehold 
•: ••• ~state 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 
.::ovenants; additionally, this lease shall be extended while Lessee is prevented, by any such cause, from conducting drilling and reworking operations or 

•: • • • : rom producing oil or gas from the leased premises Leasehold Estate. However, nothing in this paragraph shall suspend the payment of delay rentals in 
•. ~rder 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. +l=le owner of the soil warrants and a~rees to defe.RG-tille-to the leased premises. If the owner or the-sail 

• ... defat~lts-iFI-J*!Ymen~wed on the leased premises, then lessee may redeem the rights of the owner of the soil in the leased premises by paying any 
• •• • • '"GRgage,ta.xes-Gr other liens on the lease~remises. If lessee-makes payments on behalf of the ewner of the soil ~:~naer this paragraph, lessee may 

jOG<Wer the sost of these payments from the rental-aAG-feyalties-EI~:~e the o•,yner of the soil. 
•••••• • • 20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soil owns less than the entire undivided surface estate in the above 

described land, 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 
calcu lated 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. 
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24. WELL LOCATION LIMIT. No well shall be drilled nearer than two hundred (200) feet to any house or barn now on said prem1ses 
without the written consent of the owner of the soil. 

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 facillt tes 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 leaseEI--f*emises 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 orig inal 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;Hemises 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 so1l 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, f1xtures, or casing which are not timely removed by Lessee under the terms of this paragraph. 

27. (A) ASSIG NMENTS. Under the conditions contained in this paragraph and Paragraph 29 of this lease, the rights and estates of either 
party to th1s 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 partia l assignment of this lease shall, to the extent of the interest assigned, relieve and discharge Lessee of all subsequent 
obligaltons 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 apport1oned 
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 ass1gnment in the General Land Office before the next rental paytng date, the entire lease shall terminate for failure to pay the entire rental 
•• ... Cue 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 

• eriginal lessee or any prior assignee of the lease, including any liabilities to the State for unpaid roya lties . 
• 

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

• • •. fle 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 
• • IISStgnee 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 wh1ch 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 sot I; 
• • (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 limtted 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 tn thts 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 J3F9Alises Leasehold Estate, and thereby 
surrender this lease as to such portion or port1ons, 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 asstgned or released , such asstgnment 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 mstrument is recorded, must be filed 1n the General Land Office w1thin 90 days of the last execution date accompanied 
by the prescribed filtng fee. If any such asstgnment is not so filed , the rights acquired under this lease shall be subject to forfeiture at the oplton 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 tn this 1nstrument, 
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 
agree'llenls concerning the development of oil and gas from the leased J3FeA'Iises 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 duly and must fully d1sclose any facts affecting the State's 
interest tn the leased J3FeA'Iises 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 Slate's interests before h1s personal interests. 
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32. FORFEITURE. If Lessee shall fail or refuse to make the payment of any sum within th irty days after it becomes due, or if Lessee or 
an authorized agent should knowingly make any false return or false report concerning production or drilling, or if Lessee shall fail or refuse to drill any 
offset well or wells in good faith as required by law and the rules and regulations adopted by the Commissioner of the General Land Office, or if Lessee 
should fail to file reports in the manner required by law or fail to comply with rules and regulations promulgated by the General Land Office, the School 
Land Board, or the Railroad Commission, or if Lessee should refuse the proper authority access to the records pertaining to operations, or if Lessee or 
an authorized agent should knowingly fail or refuse to give correct information to the proper authority, or knowingly fail or refuse to furnish the General 
Land Office a correct tog 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 forfeitu re 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 tease under the terms of the Relinquishment Act. However, nothing herein shall be construed as waiving the automatic termination of this 
tease 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 tease. 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 contractua l lien on and security interest in all leased minerals in and extracted from the leased premises Leasehold Estate, all proceeds 
which mav accrue to Lessee from the sale of such teased minerals, whether such proceeds are held by Lessee or by a third party, and all fixtures on and 
improvements to the teased 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 tease and to secure payment of any damages or toss 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 w1th or without court proceedings in the manner provided in the Tille 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 Les.see'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 shalt 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 

•••• tease pursuant to Texas Natural Resources Code 52.151-52.154. The owner of the soil agrees that the inclusion of this provision in this tease satisfies 
'••: the execution requirements stated in Texas Natural Resources Code 52.152 . 

• 
•: •••: 35. INDEMNITY. Lessee hereby releases and discharges the State of Texas and the owner of the soil, their officers , employees, 

• partners, agents, contractors, subcontractors, guests, invitees, and their respective successors and assigns, of and from all and any actions and causes 
• of action of every nature, or other 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 leasea 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 stnclly 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, includmg those related to environmental hazards, on the leasea 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 

leasea premises Leasehold Estate; those arising from Lessee's use of the surface of the leasea 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 ANDIOR LIABILITIES 
A SSUMED 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 leaseG-pfemises Leasehold Estate, by any waste, pollutant, or contaminant. Lessee 
shalt not bring or permit to remain on the ~ 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 taw 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 A TIORNEYS' 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 ld~ASeG-fl.ReMJSeS LEASEHOLD ESTATE DURING LESSEE'S OCCUPANCY OR CONTROL OF THE b~ 
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 beAS!ill 
PREMISES LEASEHOLD ESTATE DURING LESSEE'S OCCUPANCY OF THE beAS~JS.eS LEASEHOLD ESTATE IN CONFORMANCE 
WITH THE REQUIREMENTS OF APPLICABLE LAW. THIS INDEMNIFICATION AND ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, 
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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 beASEI} 

AAE-MISg; 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 provistons ofTexas 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 w tll prevail over any nonconformmg lease provistons. 

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 fi ling requirements found in Paragraph 39 of this lease have been satisfied, the 
effective date of this lease shall be I he 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 lease!J 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 thts lease (which is made and certified by the County C lerk 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 actua l 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 P~RAGRAPHS 40, 41 , 42, 43, 44, 45, 46, and 47 

40. SURFACE USE COVENANTS. Lessee's rights of mgress 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 Exhtbtl 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 preva il. 

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 Soil 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 m Paragraph 9 hereof . 

• 
•: •••: 42. ROYAL TV INFORMATION. In addition to other information required to be fu rnished by Lessee to the Owner of the Soil, either by 

• law or under the terms of this lease, within thirty (30) days following rece1pt of Owner of the Soil's written request, Lessee shall promptly provide Owner 
oof the Soil w tth sufficient information for Owner of the Soil to momtor and calculate all royalty payments due Owner of the Soil hereunder. If Lessee does 

•: • • • :Oot have access to the requested information, Lessee w1ll have thirty (30) days from the date upon which such information becomes available to Lessee 
• • . to provide same to Owner of the Sot I. 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, 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 information 

• from other sources, 11 being intended that Owner of the Soil may rely upon Lessee to keep ij fully and truthfully informed without the necessity of 
• • • •• oObtain,ng 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 
•• ... ~ncluding , but not limited to, attorney, paralegal, and legal assistant fees, expert w itness fees, all associated expenses, and court costs. Said lien shall 

• 'be in the same manner and form as the lien granted I he Stale of Texas in Paragraph 33 hereof, but ranking subordinate thereto. 

43. INFORMATION TO BE PROVIDED BY LESSEE. Lessee shall advise Owner of the Soil m writing as to the location of each well 
dnlled 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 thai Lessee will provide Owner of the Soil with a copy of this fully recorded instrument as it appears in said records. The 
information Lessee is required to furnish Surface Owner for wells drilled on the Leasehold Estate or on lands pooled therewith will include, in addition to 
the information set out In this paragraph, the information listed on the attached Exhibit "B" entitled Coates Energy's Reporting Requirements for Wells. 

45. UNIT DESIGNATION. Should Lessee elect to exercise the power to pool g1ven 11 by Paragraph 34 of this lease, then Lessee shall 
execute aPd record a written unit destgnation describing all tracts and leases included in the pooled unit, and containing a surveyor's plat of the pooled 
untt, in the records of the county in which the land is located. A copy of the pooled unit designation showing recordmg information shall be promptly 
furmshed to owner of the soil. A pooled unit is strictly limtted to the Leasehold Estate and w ill automatically terminate if this lease expires as to the part 
of the Leasehold Estate included in the pooled unit. 

46. MINIMUr.1 ROYALTY. "Minimum Royalty Year· shall be each year which commences (a) w ith 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 011 and gas is 
obtamed by Lessee •n 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 M inimum 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 mcluded in calculating whether the minimum 
royalty amount has been paid. Beginning as of the date upon which this lease is executed, the m inimum royalty amount shall be adjusted on the first 
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day of each calendar year applying the overhead adjustment factor most recently published by the Council of Petroleum Accountants Societies, Inc. It is 
understood and agreed that any minimum royalty payments shall be divided and paid one-half (112) to the State of Texas and one-half (112) to the 
Owner of the Soil. 

47. ADDITIONAL PROVISION. The fiduciary representative of each party Owner of the Soil herein shall never, under any circumstance, incur any 
liability whatsoever to Lessee or a successor or assign of Lessee in his or her individual capacity. 

Executed on the dates indicated below but effect1ve for all purposes as of the date first above written. 

LESSOR: 

., ~S21f-~/ 
Name: George L. Stieren, Trustee 

Address: 7373 Broadway, Suite 406 
San Antonio, Texas 78209 

••• .STATE OF TEXAS § 
§ • •••• 

,s:;OUNTY OF BEXAR § 

Lessee: 
The Bellomy Group, LLC 

By~ 
Name: y Bellomy 

Title: Managing Partner 

Address: 1700 Pacific Ave., Ste. 2.210 
Dallas, TX 75201-4662 

...... ~ 

• • T his instrument was acknowledged before me on the lft_ day of September, 2014, by Barry Coates Roberts and George L. Stieren, as Trustees of 
Coates Energy Trust. 

••••• : 1/A~ 
• t3iven under my hand and seal of office this the JJL_ day of September, 2014. 
•• • • • • • • • 
• 

•• •• • • •••• 
• •••••• • • 

STATE OF TEXAS 

COUNTY OF DALLAS 

SHERRIE GREEN 
Notary Public 
State af T e;:as 

My eomm. Exp. oo-1~2016 

§ 
§ 
§ 

Notary Pu ic 1n and for the State_.pf Texas (p 
My Commission Expires: '1- /.5- OJ..lJ I 

Printed Name:--""c§""'-h.:....~;::_r-'r...Lj_,=(.;"'--~G:"-'-~___:::_t_f'l'------

Before me, the undersigned, a Notary Public m and for said County and State , on this day personally appeared Ryan Bellomy, as Managing Partner of 
the Bellomy Group, LLC, 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 there1n expressed, in the capacity therein stated, and as the act and deed of said company in the 
capacity therein stated 

Given under my hand and seal of office this the _jJ__ day of September 2014. 

e CATHERINE SNIDER 
Ndlwy Pldc. St&:a ~ 1'axaa 

~itt Ccai1Baloo ~· 01·21·2018 
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EXHIBIT "A" 

SURFACE AMENDMENTS 

Attached to and made a part of that certain Oil & Gas Lease dated the / ~ ~ay of September, 2014, by and between the State of Texas, by 
and through Coates Energy Trust its agent as Owner of the Soil (Lessor) , and The Bellomy Group, 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 surrender thereof, Lessee, its 
successor or assigns, shall then level all drilling pits and other excavations and shall pay for aAG QI 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 Gflly-wiiMRe expressed permission of IRe Owner 
ef IRe Seil-anG-after negotiations fer payment fer lASe of water are cemplelee. by paying Lessor one dollar ($1 .00) per barrel of water 
used. 

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 
use. The routes for all roads shall by mutually agreed upon between Owner of the Soil and Lessee before the commencement of 
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. It is 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 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 
<'S nearly as possible. Lessee shall construct and maintain gates at all places where any roads used by Lessee cross through 
f~nces 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 orig inal condition as nearly as possible. Within six (6) months after the termination of this Lease, 
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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. 

9. Lessee is to comply w1th all Federal and State regulations. 

10. Lessee agrees to pay for damages resulting from any operations after imllal 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. 

11. All pipelines are to be buried 36 1nches below the ground, which will be from the top of the p1pe to the surface of the ground. Only 
crude 011 and natural gas (no other denvatives) and water w1ll be allowed to be transported through any pipelines located on the 
property. 

12. 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. 

13. 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. 

14. 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. 

15. 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 perm1t third parties to use, the Leasehold Estate for the surface location of wells bottomed or w1th 
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 th1rd parties to conduct geophysical operations on the Leasehold Estate. 

::~:: ~.~~/ 
• F-lame· George L. Stieren, Trustee 
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Exhibit "B" 

COATES ENERGY'S REPORTING REQUIREMENTS 
FOR WELLS 

The following information will be provided to the Owner of the Soil pursuant to the 
Oil and Gas Lease l isted below: 

OPERA TOR: The Bellomy Group, L.L.C. 

LEASE DESCRIPTION: Oi l and Gas Lease dated September 9, 2014 between the State ofTexas, 
acting by and through its agent, Coates Energy Interest, Ltd. covering all of Section 9, Block 59, 
PSL Survey A-2952, Reeves County, Texas 

COUNTY: Reeves 

I. 

II. 

Ill. 

Insurance Certificates 

Texas Railroad Commission and TNRCC Forms (by way of example, not necessarily 
inclusive of all forms): 

A. Forms W-1, plats and approved Permits (with X Y coordinates) 
B. State Water Board Lellcrs 
C. Fonns W-2 or G-1 
D. Forms G-5 (if any) 
E. F01ms L-1 
F. Forms P-4 
G. Fonns W-12 
H. Forms W-15 
I. Fotms G-10 or W-10 
J. Forms P-7 with exhibits (if any) 
K. Fotms P- 12 with exhibits (ifany) 
L. Fonns W-3A, & Fonn W-3 
M. Monthly Form PR 
N. Any other forms filed with any State of Texas Governmental Agency (all forms to be 
sent as soon as available by the most expeditious means possible, including but not limited 
to email transmission.) 

Notices - all notices of dtilling or reworking operations should be sent via email or 
telephone at least 36 hours prior to commencement and notices for logging, coring or 
testing should be sent via email or telephone at least 24 hours prior to commencement and 
should include directions to the wellsite along with telephone, email communication 
numbers with the d1illing rig, mud logging uni t and/or Operator's representative, and the 
name of each representative(s). 

Notices shall be sent to: 
Coates Energy 
Attention: BatTy C. Robetts 
(2 1 0) 820-0 11 3 work 
(210) 373-5764 mobile 
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IV. 

V. 

(2 1 0) 826-3 103 home 
bcr@coatesenergy.com 
cvanhom@coatescnergy.com 

For the following operations: 

A. Spudding 
B. Open Hole logging, coring & formation testing 
C. Cased Hole logging 
D. Well stimulation and testing 
E. P lugging 
F. Any other notices of significant events 

Copies of all Data, as soon as available by the most expeditious means possbile, (all data 
should be sent with 2 hard copies - I field copy via email and 1 final copy via U.S. Postal 
Service/or express mail and 1 digital ftle (CD or DVD) in the LAS format and 1 digital 
MetaFile (or their equivalent)) including but not limited to the following: 

A. Geologic Prognosis 
B. Mud Logs (daily - via email) 
C. Al l Open Hole Logs (including but not limited to): 

l . DIL- GR - CAL - SP - CNL - LOT- LSS (or their equivalent) 
2. Dipmeters (or their equivalent) 
3. Velocity Su rveys (or their equivalent) 
4. Check Shot Surveys (or their equivalent) 

D. Sidewall Core Analyses (or their equivalent) 
E. Formation Tests (or their equivalent) 
F. Deviation/Directional/Inclination Surveys (or their equivalent) 
G. Paleontology/Biostratigraphic Repmts (or their equivalent) 
H. Synthetic Seismic Trace- derived fi·om Sonic Log (or their equivalent) 
l. Wellbore Schematic 
J. All other data 

Copies of all Rep01t s, as soon as available by the most expeditious means possible, (all 
reports should be sent with 2 copies- 1 field copy via email and I fi nal copy via U.S. Postal 
Service/ or express mail) including but not limited to the following: 

A. Dai ly Drilling 
B. Daily Completion 
C. Daily Testing 
D. Daily Hook-up 
E. Daily Plugging 
F. Daily Workover (plugback, deepening, remediation, stimulation, etc.) 
G. All other reports lnst No. 14..09556 

·-------x..: 

DIAtmE 0. FLOREZ 
COUtHY,flERK 

014 Oct 10 t 9:34-Ard ...._ 
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TEXAS G ENERA L LA N D OFFT CE 
GEORGE P. BU H , COMM I SS I ONER 

January 5, 20 IS 

Sean Bellomy 
The Bellomy Group 
1700 Pacific Ave., Suite 2210 
Dallas, Texas 75201 

Re: State Lease MF 116869 

Dear Mr. Bellomy: 

Five Relinquishment Act Leases described on Page 2 hereof 
Covering 640 ac., Sec. 9, Blk. 59, PSL Su rvey, Reeves County, 
TX 

The cettified 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. Plea e r efe r to the e num ber-s w hen 
making payments to the State a nd in all future correspondence concerning the leases. Failure to 
include the mineral file numbers may delay processing of a ny payments towards the leases. 

There are several contractual and statuto1y responsibilities for the Lessee which are material provisions of the 
lease as outlined in the agreement such as Section 10(8) which requires subm ission of written notice for all 
drill ing, production and related activi ties. When fonns 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 Dri ll ; W-
2, O il Well Compl eti on Repott and Log; G-1, Gas Well Completion Report and Log; W-3, Plugging Report; 
G-5, Gas Well Classification Report; G-10, Gas Well Status Report; W-10, Oil Well Status Report; W-12, 
Inclination Report; electric logs; di rectional surveys. 

Chapter 52 of the Texas atural 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 stale. 

Your remittances are set out on Page 2 and have been appl ied to the State's portion of the cash bonus. In 
addition, we are in receipt of your processing and filin g fees. 

S incere ly yours, 

~ /}_; G:;=::J;::) 
Deborah A. Cantu 
Mineral Leasing, Energy Resources 
(512) 305-8598 
deborah.cantu@glo.texas.gov 

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

512-463-500 I glo.texas.gov 
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State Lease No. Lessor as agent for State ofTX Dated Recorded Voi/Page Bonus Amount 

MF 116869A McGary Living Trust- SPH 07/30/14 14-07631 S3 11.555.55 

MF 116869B McGary Family Trust 07/30/14 14-07632 $311,555.55 

MF 116869C Mary Jane McGary 07/30/14 14-07633 £311.555.55 

MF 116869D Coates Energy Interests, Ltd. 09116114 14-09557 $93,466.66 

MF 11 6869E Coates Energy Trust 09/16/14 14-09556 $93,466.66 
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TEXAS G EN ERA L LAN D OFFICE 
GEORGE P. BU S II , COMMISS IONER 

August 17, 2015 

Sean Bellomy, Managing Partner 
The Bellomy Group 
1700 Pacific Ave. le 2220 
Dallas, Texas 75201 

RE: GLO Assn ID # 9360 - MFl 16869 O&E, MFl 17019 D, MF! 17021 A&B, MF! 17084 A. 
MFl 17085, MFl 17086 A, MF\ 17087 A&B MFl 171 15, MFl 17 196 A thru J - Reeves 
County 

Dear Mr. Bellomy: 

The General Land Office received the following instrument and has filed it in the appropriate 
files. 

ID #9360 - Assignment of Oil and Gas Leases effective 1/31 / 15, The Bellomy Group, LLC, 
as Assignor, to ilverback Exploration, LLC, as Assignee. As filed for record in Reeves 
County Clerk file # 15-03608. 

Filing fees of $825.00 were received in connection with the above instrument. Please feel free to 
contact me if you have any questions. 

Best regards, 

Mineral Leasing 
Office: (5 12) 463-5407 
emai I: earl. bonn@ glo.texas.gov 

I 700 orth Congress A ,enue. Austin. Texas 7870 1- 1495 
P.O. !lox 12873. Austin. Texas 787 11-2873 

5 12-463-500 I glo.texas.gov 
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""' . . BELLOMY June 25, 2015 

Minera l Leasing Division 
Texas General Land Office 
Attn: Drew Reid 

C R O U P 

1700 North Congress Avenue, Room 600 
Austin, Texas 78701-1495 

Dear Mr. Reid, 

The Bellomy Group has executed an Assignment of Oil and Gas Leases covering the 
following leases in Reeves County, Texas: 

.MF Number Block Section Township Vol. / Pae:e Lessor 
MFll 70218 56 43 - 1098/218 Charles R. Wi1H!ins 

59 15 - 1101/764 Cindy Seybert 
Rinehart 

MF116869 E 59 9 - 1112/462 Coa tes Energy 
Trust 

MF116869D 59 9 - 1112/475 Coates Energy 
Interests, Ltd . 

MF117115 59 12 - 1114/304 Kenneth W. 
Parker 

MF117088D 59 12 & 13 - 1114/ 295 Wade P. Koehl 
MF117088A 59 12 & 13 - 1114/286 Midland AOG 

Partners, Ltd. 
MF117086A 59 12 - 1114/ 277 Paul Harvey Oden 
MF110787A 59 13 - 1114/268 Paul Harvey Oden 
MF1170878 59 13 - 1114/259 Walking 0, LP 
MFll 70868 59 12 - 1114/250 Walking 0, LP 
MFll 7085 59 29 - 1112/515 Gloria Jean 

Swisher 
MF117084A 59 29 - 1112/506 Marrow Harrison 

Interests, LLC 
MF1171968 59 12 & 13 - 1130/183 Linda L. Gri ll ey 
MF1170888 59 12 & 13 - 1121/467 Nicholas D. 

Coa lson and Doris 
R. Coalson 
Revocable Trust 

YFJ'f 088C 59 12 & 13 - 1130/192 Glenn M. 
Stevenson, 
Individually and 
Trustee of the 
Stevenson Family 
Trust 

MF117021A 56 43 - 1100/43 Dorr Petroleum 
LandManagement, 
LLC 

59 15 - 1100/25 Leslie Fore 
MF117019D 59 15 - 1141 / 193 Mary Ann Kawaja 

The Bellomy Group, LLC 

1 700 Pacific Ave. Suite 2220, Dallas, Texas 75201 

County 
Reeves 
Reeves 

Reeves 

Reeves 

Reeves 

Reeves 
Reeves 

Reeves 
Reeves 
Reeves 
Reeves 
Reeves 

Reeves 

Reeves 
Reeves 

Reeves 

Reeves 

Reeves 
Reeves 
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..... . . BELLOMY June 25, 2015 

C R O U P 

MF Number Block Section Township Vol. / Page Lessor Countv 
MF11 7196D 59 12 & 13 - 1141/202 Lauren Grilley Reeves 
MF11 7196E 59 12 & 13 - 1141/211 Elicia Grilley Reeves 

Green 
MF117196C 59 12 & 13 - 1141/220 Abigail Grilley Reeves 

Gutierrez 
MF117183G 59 7 - 1137 /733 Vivie Ann Dodd Reeves 
MF117183 H 59 7 - 1137/742 Robert J. George Reeves 
MFll 7183 1 59 7 - 1137/751 Clyde A. George Reeves 
MF11 7183 F 59 7 - 1137/760 Cynth ia Lynn Reeves 

Wilson 
MFll 71831 59 7 - 1137/769 Cha rles E. George Reeves 
MF117183 D 59 7 - 1137 /776 Janet Lenay Reeves 

Bexley 
MF117183 B 59 7 - 1137 /785 Rise Ambu rgey Reeves 

Fultz 
MF117183A 59 7 - 1138/1 James R. George Reeves 

Jr. and Wa nda G. 
Wallace 

MF117183E 59 7 - 1138/10 Charlene Welch Reeves 
MF117183C 59 7 - 1138/19 Beverly Ma rshio Reeves 
MF11 7196A 59 12 & 13 - 1138/28 Osado Properties, Reeves 

Ltd. 

Include d here in, is a cert ified copy of the Assignme nt, a lo ng w ith a check in the amount of 
$825.00 to cover t he processing and filing fees. Please let me know if you have any 
questions or require anything further regard ing this Assignment. 

Best Regards, 

Sean Bellomy 
Manager I The Bellomy Group, LLC 
(2 14) 636-8834 I sean@thebellomygroup.com 
www.thebellom)'group.com 

The Bellomy Group, LLC 

1700 Pacific Ave. Suite 2220, Dal las, Texas 75201 
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15-03608 
FILED FOR RECORD 

REEVES COUNTY, TEXAS 
Apr 27, 2015 at 10:13:00AM 

£.£) 73~ 0 
IF YO U ARE A NAT URAL PE RSO N, YO U MAY REMO VE O R STRIKE ANY OF T H E FOLLO W ING 
INFORMATION FROM THIS fNSTRUMENT BEO FR E IT IS FILED OF RECORD IN T HE PUBLIC 
R ECORDS: YOUR SO CIAL ECURIT Y NUM BER OR YOUR DRI VER'S LICENSE NUMBER. 

STATE OF TEXAS 

COUNTY OF REEVES 

ASSIGNMENT OF OIL AND GAS LEASES 

§ 
§ K OW ALL ME BY THESE PRESE TS: 
§ 

e f-{' f -31 -1:J 

/\I//=- I/~ ?6 f 
p.,c tf. ( 

FOR A VALUABLE CONS LDERA TION, the receipt and sufficiency of which are hereby acknowledged, 
The Bcllom) Group, LLC a Texa Limited Liability Company, ("Assignor") with a notice address of 1700 
Pacific Avenue, Suite 22 10, Dallas, TX 75201, has SOLD, ASSIGNED AND CONVEYED, and by these presents 
does hereby SELL, ASSIGN, AND CONVEY unto , ilvcrback Exp loration. LLC. ("Assignee") with a notice 
address of 1826 North Loop 1604 West, Suite 325, San Antonio, Texas 78248, subject to the tenns and reservations 
hereof, the undivided percentage herein described and stated in and to the oil and gas leases described in Exhibit 
"A'' attached hereto and made a part hereof, as extended or amended and the lands covered thereby, together with all 
rights incident thereto and appurtenances thereon (the "Leases"). For the avoidance of doubt, the percentage of each 
Lease being ass igned by Assignor to Assignee is shown on Exhibit "A" attached hereto, in the column labeled 
" Percentage Assigned". 

T O H A VE AND T O HOL D all and singular such Leases together with all rights, titles, interests, estates, 
remedies, powers and privileges thereunto appertaining unto Assignee and Assignee 's successors and assigns 
forever; subject to the following matters: 

( I) All easements, rights-of-way, servitudes, pennits, surface leases and other rights shown of record in respect 
of surface operations; 

(2) The tenns and conditions of the Leases; 

(3) All rights reserved to or vested in any municipality or governmental, tribal, statutory or public authority to 
control or regulate any of the Lease in any manner, and all applicable laws, rules and orders of 
governmental and tribal authority; and 

(4) Assignor shall retain and reserve unto itself, on a lease-by-lease basis, an overriding royalty interest equal 
to one-half(l /2) of the positive difference, if any, between 25% of all oil and gas produced and sold 
pursuant to the Leases and all lease burdens existing on the Effective Date (including, but not limited to, 
landowners ' royalty, existing overriding royalties, production payments and net profits interests). Said 
overriding royalty interest is subject to proportionate reduction on a tract-by-tract basis to the extent that a 
Lease ass igned hereunder covers less than the entire oil and gas mineral fee estate in all or any part of the 
lands and depths described therein, and shall also be proportionately reduced to the extent that the leasehold 
interest assigned herein in each Lease is less than the full I 00% working interest. Said reserved overriding 
royalty interest is also subject to its proportionate share of gross production, severance, ad valorem and 
similar taxes. The reserved overriding royalty shall be subject to the free fuel to operator provisions, if any, 
contained in the Leases and may be pooled by Assignee in the same manner as may be provided in the 
Leases, as now or hereafter amended, without the further consent or approval of Assignor. However, the 
reserved overriding royalty shall not be subject to any costs or expenses associated with exploring, 
producing. completing, developing, drilling or operations on the Assigned Properties. 

Assignor does hereby bind itself, its heirs, successors and assigns, to warrant and forever defend all and 
singular title to the Leases unto Assignee, Assignee's successors and assigns, against every person whomsoever 
lawfully claiming or to claim the same or any part thereof, by through or under Assignor, but not otherwise. 

Page 1 of 5 
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Assignor conveys the Leases free and clear of any outstanding mortgage, deed of trust, or lien created by Assignor, 
but not otherwise, and warrants that the Leases are in fu ll force and effect, with all bonuses, delay rentals and 
royalties due thereon having been paid. 

Assignor also hereby grants and transfers to Assignee, its successors and assigns, to the extent so 
transferable, the benefit of, and the right to enforce, the covenants and warranties, if any, which Assignor is entitled 
to enforce with respect to Assignor's predecessors in title to the Leases. 

Assignor retains liability and shall be responsible for, and shall defend, indemnify and hold Assignee 
harmless from, any and all claims arising, asserted or due prior to the Effective Time and attributable to Assignor's 
ownership, operation or use of the Leases. Assignee hereby assumes and shall be responsible for and comply with 
its proportionate working interest share of all duties and obligations, express or implied, arising on or after the 
Effective Time with respect to the Leases, and agrees to indemnify and hold harmless Assignor therefrom. 

In addition to this Assignment, Assignor shall execute, acknowledge, and deliver to Assignee, in a timely 
manner and without further consideration, any documents or instruments that Assignee may reasonably require, 
including, without limitation, further assignments or conveyances required by any state or federal authority, deeds 
and consents to further evidence the assignment and conveyance of the Lease by Assignor to Assignee . 

This Assignment shall bind and inure to the benefit of Assignor and Assignee and their respective 
successors and assigns . 

fN WITNESS WHEREOF, the undersigned has executed this instrument on the date of the acknowledgment 
annexed hereto, but effective for all purposes as of January]_!_, 2015. 

ASSIGNOR: 
The Bellomy G roup, LLC 
A Texas Limited Liability Company 

ACKNOWLEDGMENT 

ST A TE OF TEXAS 

COUNTY OF DALLAS 

§ 
§ 
§ 

This instrument was acknowledged before me on this .ll day of April , 2015, by Ryan Bellomy as Manager 
of The Bellomy Group, LLC, a Texas Limited Liability Company, on behalf of said limited liabili ty company. 

N~Texas 
~--~~f~.~~',,, DANIEL LOPEZ 
t ~~~ ~1>% Notary Public. State ot Texas 
; ~:.~ ,.: .. I My Commission Expires 
-,,;,f;·o,·,{,-' April 07, 201 8 ,,,, .. ,,, 
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COUNTY 

Rce't'cs 

R<ne, 

RcC\n 

R«>'CS 

R«v<J 

R«><J 

Rttvo 

Rena 

RC('Vc:.s 

~ .. 
R«va 

BLOC K SURVEY SECTfON 

C-19 PSL 2 

C-19 PSL 2 

C-19 PSL 2 

l6 PSL •1 

C-19 PSL l 

C-10 PSL 26 

C-10 PSL 26 

C·IO PSL 26 

C-9 PSL l&I 

C-9 PSL ,&s 

C-9 PSL l&S 

EXHIBIT "A" - LEASE 

l,ECAl,D£SCRl1'110N VOL/ PAC& DATE OF LEASE 

Trac, I) <he EHi llhna of Nil (akl Ell 
N/2) ANO Tract 2, 1hc' Sl2 o(Scc1ion 2. 1091 67l 712)1201• Block C~l9, PSL Sun-cy, Rcc""cs: Counly, 

Tcu, 

T...:1 I) the: East 136 aetcs o(N/2 (alu1 Ell 
N/2)ANDT<><1 2) <he ~"2 ofScc1oon 2. 

1091 657 7'2J/201" Btoc'c: C-19, PSLSuncy. RCC\c:t Couruy. 
Tnu 

Tnct I) the Eu& IJ6ana ofN'l (aka En 
N/2) AND Trx1 l) the Sil or Stt11on 2. 

81o(k C-19. PSLSuncy, Rccvn County. 1098 69} nmoi, 
Tcuo 

llO ktU ofl,nd. more or kss. be.ms the 
Nooth H,lf (N/2) of 1«1lon <}, Block l6, 1098 1213 7!1"2014 

Pubhc School Lando 5""')', l\bstncl llll 

~ ofScctoonl. Block C-19,ll·l2Jl. Pubhc 
School Land Sun·cy, Rcc\-a Counry, TCUJ 1101 , n9 71lll2014 

Stthon 26. U.ock C· 10, rSL Survey, R«vcs 
CowuyTc.u~TNct I Soulb pan ohhc Nn. 
and the Nonh pa,, o(hc Sovlhcut pan. bc,n, 

dcvibcd m h1cmN002d.litcd IOMaKh 
1964 to Earl Ellis ,a P~ta:11 Vol Jl-8. 
Abstrxl 5479, TtaC'I 2 South put of 

Sou1h ... -aa l*'l and South par1 orSouthtas1 
pan bc1n1 dcsnbcd an Patent No. 106 dated 
21 Fri>nA,y 19SI 10 E.I Elhs 1n Pltcnl Vol. IIOJ/ SH 811Y.ZOl4 17·8, AbsUX1 nn, Tnet J ~onh pan or 
SO\llhwcs:1 ptrl bc1n1 dcscnbcd 1n P11cnt No 
4)1 da!cd 10 M:udl 1964 10 Ovtd E Walls ,n 
Pa1cn1 Vol lJ-8, AbMn.ci .Hll Bc1n1 all of 
sud 1«11on 26 Block C-10 lcu and c-Ju:q,1 

the Non.h IIS KR:1 \lo 1th Aid IIS ICffl bc1n1 
more p11tUculazly dc:scnDCd m Patent No IOS 
dltcd 21 February 19S1 to Earl Elles in Palen! 

\Ill 118 , bcl,a Abtt.,.1 ll76 

Section 26. BSock C-10. PSL Sv.rocy, Rtt,fl 
CountyTc;ii;os;Tract I South pan of1he Nil 

and the North pan orhc Southc:u1 pan. bc1na 
de1nbcd 1n Patcnl No 432 cbitcd 10 'Aarcb 

1964 co Earl Ellis 1n Palm! Vol Jl·B. 
Abunc:t 5479, Tn e1 l South pan of 

~u1hwes1 pa,, and South pa,1 o(Sovthcu1 
pi111 bcula dcsnbcd 1n P11cn1 No. I 06 da1cd 

21 Fcbnmry 1951 IO Eatl Ellis 1n P111ctU Vol 110} 1 l< I St1S1014 17,B,Abitl'ICI $R77; Tne1 J Nonh parior 
Soulh"·c:u part bc1n1 dncnbc'CI ,n ~tcnl No 
4J I d&1cd 10 March 1964 to Ovid E. W.1Jts 111 
P1tcn1 Vol Jl-B; Abs1rwct !iSll. Bc111111II or 
Mid K'daon 26 Blod; C·IO lCSJ aaduccpt 

the Nonh 185 tct'CS with Aid tSS ac,cs bcms 
more p•ucul&rty dcscnbc:d 1n P11cnt No. 1 O!i 
ditcd 21 Fd>ruary 19$1 CO Earl Eiits m Pafml 

Vol 178, being Abst,-ct S876 

Scciton 26. 8 Sock C·lO, PSL Survey, Reeva 
CowuyTca.H Tr.el I Southp.morthcN/2 
and the Nonh part ofhc: Southcut put. bc1n1 

dcstibcd ti\ Pl tent No 4)2 dalcd 1 O March 
1964 to Eul Elhs 1n Paten! Vot JJ,B, 
AMtrx1 S479, Tnc:1 l Sourh pan or 

Southwal pm, and South pmrt o( Southcut 
p;lr1 bc1n1 donbcd 1n P•tcnt No 106 ~(d 
21 Fcbnwy 19SI to Earl Elli, 1n r'ltml Vol 110) 547 S/1512014 17,8.AbstrKI 5877, Tntll Non.hr-, of 
Sou1hwcs1 pan bc1n1 dcscnbcd in Pi1c:n1 No 
4J I daled 10 M1rch 1961 ia Ovid E. Walls an 
P11cn1 \-\>-I JJ-B. Abtu.ct .SSl2 Beans • II or 
uld .«hon 26 Block C· 10 las ,nd c,:tcpt 

lhi: Nocth I IS KnS v...11h ,.,ct I SS «r0 bc1n1 
more pW11cul11riy dcJmbcd 1n Puent No 10$ 
dated 21 February I 9S I to Earl Elht 1n ~!mt 

Vol 170, bc1n1A~rw:I 51176 

;')«11on,,/\-1 .. u masccuonT,X-1-,c,J, 
Block C-9, PSL S_!"'C)', RCC\'cs County, 1102 1 S,1$12014 

ScctK>n S. A-1464 and Section 8. A·J46J, 
Block C-9, PSL S ... ey. Rcc,CJ County, 110:? I 3JIS12014 

TCMJ 

~coon S.A-146-1.t s«t1on 8,A·l•6l, 
Blot-le C,9, rsL Survey, RtC\c, Count)', 1101 791 811$12014 

T= 
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LESSEE LESSOR A.ulped ' 

The Bellomy Orour, LLC MAI')' J1nc McGary, • rcmc: .olc, 100-. 
Bank or Ammca.. ""', Asm, 

McOary Fanuly Tru:11 • Kelly 

The B<llomy Group. LLC S<poratc l'n>pmy; Kelly McGa,y, 
100". Tnm«. e.nt or Amcnca. NA., 

A Jeni 

McGa,y LoYUII TNII. SPII, ONO 
The Bdlomy Group. LLC Mc<iary. TNslcC": Bank or Amc:nca, 100". 

N.A., Asmt 

The Bdlomy <ln>up, LLC Chu tes R. W1gua 100". 

The F1t11 Chum\ ofChrut 
The Bellomy Group, UC Sctcnlllt. 8osfOQ. MA. O'O Bank 100"', 

of Ammca. N .A , Aacnl ))7oZJ 13 

The Bdlomy Gn,up. LLC Ma,y J.nc McGuy, • fnnc 1alc, 100'. Bank or America. N.A , A;cn1 

Mc<ifly Fundy Tnat • KcUy 

The DcUom)' Group. LLC Scp,nuc: Propc:ny: Kelly McG.ary, 100", 
Tnwee. Sam. or Ammca. NA 

A Jeni 

Mc:Ciary LIVlllJ, Trust. sru. Onan 
Tbc !Jcl'°'")' Group, LLC 'ic:<"M). TN.Mee; Bani or Ammn. 1ocr-. 

N.A Agcnl 

Ma,y J.nc McGt,y, 11 fcmc wlc:. The Bellomy Group. LLC 
Banl or Ammca. 'I A • AJcnl 

100"', 

McG•ry Ftm1lyTn.iu • Kell) 

The Bellomy Group, LLC Sq,eni1c Property, Kc:lly McCiiry, 
100". Trmtcc. Bank or AmC11C11, N.A 

Aac:nt 
McGary L1v1n1 Trust· SrH, Bnon 

The B<llomy Group. LLC McG11,y, Tru,i«~ Ban\ of Amcnn. 100'', 
N..A. ARcnt 

<I 

( () 

UI 11(1:. 
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Rec,-., 

Ren« 

Rea a 

R.a'U 

Re<,-., 

R C'C'\'et 

R= 

Reeves 

R «''C.S 

llc<,a 

Rcc,.·u 

R«v« 

R«V<S 

Rttvcs 

R,:co,·c:1 

Reeves 

Rc~cs 

R«v« 

ReNS 

Rec,,,:, 

Rttva 

R«vc:s 

Rcc,,rs 

Rcc~cs 

R CC'\'CS 

l9 

l9 

l9 

• 

l9 

l9 

l9 

l9 

l9 

l 9 

l9 

l9 

l9 

• 

C, 19 &• 

l9 

l9 

l9 

l9 

l9 

l9 

l9 

4 

l9 

• 

PSL ll 

PSL 9 

PSL 9 

Jf&G N R.RCo. 6) 

PSL 12 

PSL 12& ll 

PSL 12 & ll 

PSL ll 

PSL ll 

PSL IJ 

PSL 12 

PSL 29 

PSL 29 

ll&GN RR Co 6) 

PSL & ll&GN ) & I) 
RACo 

PSL ll 

PSL ll 

PSL ll 

PSL l l 

PSL 12 & ll 

PSL 12 & IJ 

PSL ll 

ll&GN RRCo 61 

PSL ll 

ll&GNRR Co 61 

Nil sw·• &. sEJ.a ofSW/4 ofS«ticm JS, 
IIOt n 64 Diode $9, PSL Sun.q, RCC\>cs County, Te.u1 

s«c1on 9, Block S9, A·29Sl. Public School 
1112 462 und Survq, Reeve, County, Tou 

SttcM>n 9, Biock S9, A-2952, Pubhc School 
1112 / 47.S I.And Sun-cy, Rcncs County. Tc.u, 

Sttt.on 6J. Block 4 , ll&GN RR Co. Survey. 
RttY(j County, Tc.lU, C01U1in1n16)S 49 1116 ll~ 

K rct: more or lcu 

wn or:,.~ 4 ofS«r,on 12. Blocl S9, PSL 
111• JO< Sun·cy, R«ve1 County, Toti 

El2 ofSE/4 & W/lo( N'E/4 of'S«ooa 12. 
BloC'k S9, PSL SIJf"\'CY, ft.tt\v County. Tc.us;. 

1114 29l M1) El2 ofN\1/'4 o(Scction IJ, Bloclt S9, 
rsLSW"'cy, Rcc,u County, Texas 

f/2 ofSEl4 &. W/l of i'IEI" or S«ooo 12. 
mock 59. J>SL S1.1rvcy. Rccva Coun1y, Tc.us; 

11 14 286 ANO En o( NW/4 o(Stttion I), Block .$9, 
PSLSurvcy, Rcncs County, Tens 

Soulb 60 atte1 ofE.12. NW'4 of Sfflton 12, 
B lock 59, PSLSurvq, RCC'\'CI CounryTcus; 1114 277 And El2 SW , of Section 12. Block l9, PSL 

Suncy, Rtt\CS Counry, Texu 

Ell St/.& of S«uon IJ, &Loe.It 59, PSL 111, 268 
Sun-ey, Rcc, a Counry, Tau 

fJ2 SE/4 of Sm1on I.J, Blo<k 59. PSL 
1114 259 SUl'\'C)', RttVeS County, Taos 

Soulb 60 k'm. of Ell NW -4 of Stthon 12, 
Block .SSI, PSL Suncy. Rcc>,cs County Tuu. 

1114 250 And El2 s w ,, o( Scct,on 12. Block 59. PSL 
Survey, Rce~e.s County, Tc.us ... 

187.S aau of land. fflOfc ot ku, OUI ofthc-
Northwc:M Part and Eau and South P.vu of 11 1.? l ll West Pilt of S«11on 29. Blod: $9, hbhc 

School Landa. Rcc'iet County, Tc.11u 

95 Kr"CS of land. more ot lc:u. bcu,l lhc \\a l 

95 tctcs of the Eu& 19.S ICJ'CI ofihc North l lll / l06 H,tr of Scctoon 29, Dlock 59, PSL Survey, 
Reeves Counly. Toa, 

Section 6J Block 4, H&GN RA Co Sun qi, 

Rcc,·cs Cowuy, Tcus, a,-.: and c.x~pl Wll 
SW/4 of s«11on 6J, Block 4, ff&GN RR Co 
Survey. bc1n1 ss,6 OSJ8 arou acres, ANO 11121 Jl) 
wn. of the SW/4 ofS«11on 63, Block 4, 
H&.GN RR Co Slln'C)', Rcc,u Coun1y. 

Tcu,. ~ 1n1 19 0 62S poo aan 

Sttl10n l, Block C-19, PSL Sun'C)", RC'C'\'CS 
Counry. Taas. contawna 640 ecrcs ofland. 
more or lcts,I\NO Nl'2 ScctJoo IJ, Block 4, 

1112 1 J9l H&GN RR Co. Sltl'Ve)'. Re.act County. 
Tcu1. C'Ont11n1ng 320 KTCS of land, m~ or 

less 

The South 137 1421 am:, oflhc North lfllr 
of5"taon IS. 8toc:kS9. PubhcScbool Lands 11)0 207 

SUl'YC)', R«--c:1 COllnty, Tu.as 

The South 137. 1428 KtcS of the North Half 
or Sect.., tl, Block l 9, Pvbhc: School Lands 1110 , 2 11 

SUf\-t)', Ro:,u County, Tens 

The Sou1h 137. 1428 acres of lhc North Hit( 
ofS«hon 15, Block S9, Pubhc School Landt IIJO 1 21.S 

Survey, Rcc,u COWlf)', Tc,as 

TM South 1)7. l" ll acres of tbc North lull 
orScct ... ll, Block l9, Pubhc: School unds 11)0 219 

Survc:y, Reeves County, Te\ &1 

Wf2 of SE/4 ofs«hon 12, Blod S9, PSL 
Sun"C)', R,:co,'t:I County Tc.u s, A.NO W/2 of 11)0 18) 
NW 4 ofScchon IJ, Bk>c:k 59, PSL Survey, 

R.tc\u Count't, TCAu 

f.12 ofSEJ4 & W/2 ofNE/4 of Scc11on. l l. 
Bloc-k S9, PSL Survey, Reeves County, Tu u , 
I\.N'O Ell orsw,.a of S«hoa 13, Block S9. 1121 467 

PSL Sur.-cy. Rccvc:s Cou.my, Tau 

40 11CTC1 or land men or las. be1n1 the 
Sou1h"cs1 Qu#lcr of1he. South•~S1 Quanrr 

1121 l78 (SW/4 SW 4) o( Scct,oa ll. Bloc:I: 59, PSL 
s~. R.ccvta County. Te:us 

ll7.7l •au. more orlcn. bana S«11on 61, 
Block 4, H&GN RR. Co. Sld"f'q', RCC'\-cs 1121 l8l 

County. Tuu 

The South 137.1428 acres of the Nonh Half 
o(Scc110n IS. Bk,ck S9, Pubbc School Land.s till 604 

Swwy, Rene, County, Tc.,;as 

Eut Ualf (E/2) or Section 61, Bto.:k • . 
1121/ ll2 H&GN RR Co Su,..,cy, Rttvea: County. Tu.a 
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llll/201' The Bellomy G,oup. LLC 

9t l61201il The Bellomy GrOUJI, LLC 

9116'?014 Th< Bellomy G,oup. LLC 

IIY7/ZOl4 Th< Brllomy Gr°"p, LLC 

IO.'J/2014 The Bdlomy Croup. LLC 

9,10/2014 The Bellomy Oroup, LLC 

9110/2014 The Bc:llomy Oroup. LLC 

11612014 The Bellcxny Groop, LLC 

1.612014 The Bdlomy G<OU!I, LLC 

1,6120 14 The lkllomy Group. LLC 

1.61014 The Bellomy Gn,up, LLC 

7111·'20)4 Th< Bellomy G,oup, LLC 

7/1.~0I' The Bellomy Group, LLC 

9117°201' The Bcllcxny Group. LLC 

9 '1'11014 The Bcllcxny Groop, LLC 

1211'2014 The Ocllom~ Group. LLC 

11121/2014 The: BcllomyG,oup, LLC 

111)0/2014 The Bellomy Group, LLC 

1112"2014 The B,llomy G,oup, LLC 

11126/2014 The Bellomy Group, LLC 

9'J/2014 The Bellomy Group, LLC 

100912014 Th< 8,llomy Groop. LLC 

10/2712014 The Bellon1y Group. LU ' 

712)/2014 Th, Bellomy G,oup. LLC 

10/2112014 The Bellomy GrOUJI, LLC 

Cmdy Seybert ll1Mt..n. ,t.o 
""°'"" u Condy L Scyba1 

Ca.tu Eocrt;y TNM 

COlta Enctl)' I NCRltt., Ltd 

RJdscRocki.. LLC 

l<.CMClh w. PMtct 

Wide P Koehl. Aaco1 for lhc S111c 

of Tens 

M1dl.tnd AOO Panncn, Ltd , A&C"nt 
for the: Slate of Tens 

P•ul llln-q Oden 

Paul HMYC)' Odttl 

WallunsO. LP 

W.lkan10. LP 

Cilona Jan s~,shcr 

Mmow Harruon lntcf'Clls. LLC. 
J1mc-. C. MlltTo", Man.a,cr 

Pa.rt P ltte Chnst11n Ch~h 

Tnn1ty Univcr'-t)' 

Carolyn C. Tinney. dcahnc ,n her 
M>le • nd K'J)l,l'111C property 

Kalhtyn W Carvq, dcahna in ha 
50IC and Scp&rllC propcn:y 

Wilham R. ~ve:rtoa. dcallftl m 
,olc and SCJ)llr.llc propcny 

Lat\ W Anderson. dciJ i.n1 m .aole 
and kpantc propmy 

Linda L Cinlle,o. dc:al,na ,n her sole 
and Jq)ll'111 e property 

ChtTCoal.son•ndClftdy~,H 
Co-Trustees or 1bc Nkholas O 

Coalson It and Dons R Co.Ison 
Rcvonbsle Tnat of I 994. Aacnc 

roe the S1.11c of Tau 

Slephcn ~\hU•·cc. u lndcpcndcnl 
Eu anor of 1hc Estate o( ~nddinc 

fluffincton M1llwcc. dcccucd 

Park r lace Chrul .. n Churc.h 

JOM G. J,.clc..ocy Jr., da&hn1 1n hts 
sole 1.nd scp.2n11e property 

ilJdscRoc:klX, LLC 

100'. 

100', 

100% 

100', 

100', 

100'. 

100', 

100,,, 

100,,, 

100,,, 

100--. 

IOO"o 

100--. 

100', 

1ooi,.. 

100", 

I~, 

100% 

IOO'>o 

100-• 

1-. 

100% 

JOO', 

100', 

100'-, 

/111 /!; 

JI 1o%0 

(/ 70884-

117()ftA 

// J(Jf'/ It 
// 1~13 

111080r; 

I /1o8S 

// r!?IR6 

// 708f /3 
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Rtt'ICS 

Rc.-.n 

RC<Vu 

R<nu 

R....u 

Re ...... 

RC'C\oCS 

Rea a 

Rcc,.cs 

R<nu 

Reeves 

Rtt\'c1 

Rc.-.cs 

R,,m 

R«ves 

R«vcs 

Rea cs 

R"""('S 

R<n<S 

Rcc,cs 

Rttvu 

R....u 

Rcc,.u 

R....u 

R....u 

R«vcs 

R«vu 

4 

l9 

l9 

l6 

l9 

lQ 

l9 

l9 

l9 

l9 

• 

4 

• 

• 

l9 

l9 

l9 

j9 

l9 

l9 

l9 

l9 

l9 

l9 

l9 

l9 

l9 

H&CN RA Co •l 

r5L 121>. I} 

rsL ll 

PSL 0 

l'SL ll 

l'SL ll 

l'SL IS 

l'SL 12& IJ 

l'SL 121>. IJ 

PSL 12& IJ 

ll&CN RR Co 6J 

ll&CNRACo 6J 

fl&GSRRCo. 6J 

H&GN RA Co 63 

PSL 7 

l'SL 7 

r5L 7 

l1SL 7 

rsL 7 

rsL 7 

l'SL 7 

PSL 7 

l'SL 7 

l'SL 7 

l'SL 12& ll 

l'SL ll 

l'SL ll 

North H,l((Nfl}ofScchon"'· Bkick-', 
1121 l<IS H&GN RR Co SW'\-c)'. Rcc1ro Counry, Tc..us 

f.12 ofSE/4 & Wfl ofNE/4 ofS«tion 12, 
Blocl-. 59. PSL Sunicy, Rtttts Cowny, Tc.us; 

IIJO 192 AND E/2 of NW/4 o(Sccuon IJ. PSL 
Survey, Rcc1rc1 County, Tcus 

The South 137.142& acres orrhc North H.llf 
ors......, ll. Blo<k l9, Publk S.:hool I.ands IIJO 201 

Swvcy. Reeve, County, Tum 

320 acres of land. mon: o, lof,,, bc1n1 the 
North llolf (Nl2) of s«hon 4J, Ok,c:k S6, 1100 ,I] 

Public School Llnds Survey. Abslt'Kt .S 7..S 7 

SE.4 ofs«1ton U. Block 59. PSL SwvC)'. 
R~ County. Tc.us 1100 2l 

The S0tuh 137 IJ2S 1crct of the 'lonh U.lf 
ors...,.. ll, Dio<k l9. Publ~ School Lands II.ti 17• 

Survey, Reeva Courtly. Tc:-'u 

Nil orSWt4 orS«non ll, Blo<l< l9. l'SL 
Sun"C')', RttVO County, Tc..:u, AND SE/4 of 

IIJI 19J SW 4 ofs«tllOI\ I.S. Block. .S9, PSLSun,cy, 
Rtt-.-cs Cowny, TcuJ 

W/l o(Sf:.14 ofS«oon 12. Block 59, PSL 
Sun·cy. Reeves Cowuy Tens. ANO wrz or 

1141 202 
't,.'W/4 ofScc11on ll. Block. .S9, PSLSurvcy. 

Rttvc-1 COW1ry, Tcu1 

Wfl orSfJJ ors..,..., 12. Blo,:k l9, PSL 
Swvcy, Reeva Councy Tu.as, AND Wf2 or 

11.41 lit 
NW'.4 o(Scc110ft 13, Block S9, PSLSun·cy, 

Rc,cv« Coonry, Tcu1 

Wfl ofSE/4 of Section 12. Block .S9, PSL 
Survey, Reeve, County Toa,. AND Wll of 

tl41 220 NWJ4 ofS«i,on IJ, Block 59, PSL Suf\c)', 
RccvnCOW'lry, Texas 

W,Z of1hc SW/I. o(Sttt,on 6J, Block 4, 
H&GN RR Co. Suf'ey, Rc:C'\cs Covnry. 1112/407 

Tc.us. bcin1 79 . .&l62S smss ,crcs 

Wf2 oflhc S\\ 4 ofS«oon 6J, Block .a. 
H&CiN RA Co. Sur\'cy, RCC'\-cs County, 1112 412 

Tu.u.. bc.1n1 79 ... l6lS an,u .Jcm: 

6H 49 1acs, mon: or las, be.ma Scct10n 63, 
Block "4, H&GN RR Co Su.ncy, RecYC:S 1116 1<2 

County, Tcui 

6J, 49 1c:n:s, mo« ot less. bcin1 Sttoon 63, 
Block 4, H&GN RA Co Sttf"cy, Rccvo 11161140 

Coun"-.Tcu1 

1601c:rcs bC'lnJ the SE/4 ofSffl1on 7, Block 
,9. ri.lbhc School Landt.. Rcc,cs County, 1117 HJ 

Tun 

1601erc:s bo.nJ 1hc SE..a ofSm1on 7, Block 
S9. Publte School Landt.. RC"C,a Count)", 

Tc:.us 
I IJ7 742 

160 KTO bnna t~ SE..a ofS«11on 7, Block 
$9, Public School Llnds. Rct'\es County, 11)7 7ll 

Tc:.us 

160 Krcs bc1n1 the SE,.& ofS«110fl 7, Blod. 
59, Pubhc School Lands, R«,CJ Counry, 11)7 1760 

T,ut 

160.crc:, bctn1 the SE.4 ors«oon 7, Olock 
59. Public School Llnds. Rccvei County, 11)7 760 

Tms 
1601ercs bcins rhc SE.4 orSce11on 7. 81oclt 

.S9. Public School Land.1, Rcncs Cou.n1y, 11)7 776 
Tc..us 

160 KtU bc1n1 lhc SE/4 ofS«11on 1, Block 
.S9, P\lbhc Sdiool Lancb. Rcc,-cs Counry, I IJ7 78l 

Tc..,u 

160 Krcs bclng the SE/4 of Sccuoa 7, Blod. 
59. P1.1blic: Scbool Lands. R.cc,u County, IIJS I 

Tc.us 

160 KttS bctn1 thc: SE.-' ofScct1on 1, Block 
59. Pubbc: School Laach. R~c:s County. 1138 10 

Tu., 

160 ll<f<I bwit the SfJJ orS«Mn 7, Olo,:k 
S9, Pubhc School l.arwh, R«,cs Counry, 1138 19 

To.u 

W·'l orSE.4 orS«uon 12. Block S9, PSL 
Suncy, Rcc,"CS Coun1y Tc.xu, AND W/2 of 

1138 28 NW 4 o(S«uon IJ, Block .S9, PSLSurvcy, 
R«vcs County, Tau 

The South 131 1428 tcrc:s of1hc North H11f 
ors«tion ll. Blo<k l9, Publ~ S.:hool I.ands I IJS 61 

Swvcy, Rtt'fca Couniy, Tc.u1 

ThcSoo1h IJ7.14l8 acra oflht NMb Half 
orSc~11on U, Block 59, rubl,c Sc.hool Uwb 11)8 6l 

Survey, RC"CYC'I Coun1y, Tu.u 
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IOl21'2014 The Bellomy Groop. LLC 

12.' l.'2014 Th< B<llomy <l'""l', LLC 

ll.112014 Thdl<llomy c .... p. LLC 

7,1$12014 ThC' 8cUomy Group, LLC 

1m12014 The Bellomy Group. LL(" 

12111112014 The Bellomy Grvup, LLC 

1211l'201J The Bellomy Crwp. LLC 

111!'201 l Th< B<llomy G,oup, LLC 

1'7fl01l The ScUomy Group. LLC 

I ll/201l Th• B<llomy Cn>up. LLC 

9 17'2014 Th< B<llomy <l'""l', LLC 

9 17'201ol Th< B<llomy G""'P, LLC 

C),17,'2014 The BcUomy Grour, LLC 

9 11'2014 The Bellomy Group. LLC 

12'16J2014 The BcUomy Group. LLC 

1?116,1014 Th< B<llomr c....,,. LLC 

1111612014 Tb• ll<llomy G'""l', LLC 

1216(2014 Th< B<llom) Croup, LLC 

1?116f.201.& n..: B<llomy Cn,up, LLC 

12'16fl014 The: Bellomy Group, LLC 

12/1612014 The Bellomy Ciroup, LLC 

1211'12014 Th< Bdlomy <l'""l', Ll.C 

121161014 Th, B<llomy Cn>up. LLC 

1211612014 Tb, B<llomy Cn>up, LLC 

12110/2014 The Bellomy Croup. LLC 

llll/2014 Th< B<llomy <l""'P, LLC 

1212,'201.i The Brlk>lny Group, LLC 

R1dacRod.n, LtC 

Glmn M Stcvcruon. lnd1vtdually 
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DlANNE 0. FLOREZ, 6.JvNTY CLERIC 
REEVES COUNTY, TEXAS 
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PO Box 3759 
Midland, TX 79702 

300 North Marienfeld, Suite 600 
Midland, Texas 79701 

July 3, 20 17 

P 432.683.3272 
F 432.683.3244 

VIA CERTIFIED MAIL AND E-MAIL 
Joy McCaul ey 

Certified Mail - 7016-3010-0000-0733-0184 

Texas General La nd O ffi ce 
1700 Norih Congress A venue 
Austi n, Texas 7870 I 
Joy.McCaulcy@glo.texas.gov 

RE· Notice of Commencement of Operations 
Pcdrn State 9 # l (API - 42-389-35875) 
MF - J 16869 

Dear Ms. McCauley: 

Atlantic Resources Company, LLC, hereby gives notice of its plans to commence dri lli ng and 
completion operations on the Pedro State 9 # I on or before July 15, 2017. 

The Pedro State 9 # I wi ll be drilled in Section 9, Block 59, Pub lic School Lands Survey, Reeves 
County, Texas. Once I receive add itional fi les related lo these operat ions, I will forwa rd on to your attention. 

If you have any questions, please fee l free to contact me by e-mai l or at 432-683-3272. 

Thank you for your cooperation . 

Since~, 

/ ~~ 
~ vis Hutt 

Senior Landman 
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Date f- ilcd : ------- ----­
George P. Bll ·h, Comm issioner 

By·-------- ------
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July 7, 2017 

TEXAS GENERAL LAND OFFICE 
GEO RGE P. BU S H . CO MM ISS IONER 

I, George P. Bush, Commissioner of the General Land Office of the State of Texas, do hereby certify that 
the papers, records, and documents of said office show; 

**************** 

That on February 15, 1908, Section 9, Block 59, Public School Land Survey, 640.00 acres in Reeves 
County was awarded to 0.R. GREEN, on h is application filed in the Texas General Land Office on January 
8, 1908, in School File 101449, and which application was filed to purchase said land under the provisions 
of "Chapter 47, Act of 1895, and Chapter 129, Act of May 19, 1897, and the Acts approved April 19, 1901; 
April 15, 1905; and May 16, 1907," with settlement, said tract applied for having been classified as M ineral 
& Grazing; 

That on February 18, 1911, O.R. GREEN, made the required proof of occupancy on said Home Section 9, 
Block 59, Public School Land Survey, Reeves County, which proof was filed in the Texas General Land 
Office on February 18, 1911, in School File 101449, and under Certificate of Occupancy Number 8094; 

That on November 13, 1912, O.R. GREEN and Wife KATIE GREEN, transferred Section 9, Block 59, 
Public School Land Survey, 640.00 acres in Reeves Coun ty, to D.N. TEAGUE, and a certified copy of said 
transfer was filed in the Texas General Land Office on April 10, 1913, in School File 101449; 

That on February 8, 1913, D.N. TEAGUE and Wife SALLIE TEAGUE, transferred Section 9, Block 59, 
Public School Land Survey, 640.00 acres in Reeves County, to C.C. GREEN, and a cer tified copy of said 
transfer was filed in the Texas General Land Office on May 27, 1927, in School File 101449; 

That on August 15, 1918, C.C. GREEN, transferred Section 9, Block 59, Public School Land Survey, 
640.00 acres in Reeves County, to D.N. TEAGUE, and a certified copy of said transfer was filed in the 
Texas General Land Office on May 26, 1927, in School File 101449; 

That on May 17, 1927, C.C. GREEN and Wife CHARI1Y GREEN, transferred Section 9, Block 59, Public 
School Land Survey, 640.00 acres in Reeves County, to D.N. TEAGUE, and a certified copy of said 
transfer was filed in the Texas General Land Office on May 26, 1927, in School File 101449; 

That o n J une 14, 1927, D.N. TEAGUE and Wife SALLIE R. TEAGUE, transferred Section 9, Block 59, 
Public School Land Survey, 640.00 acres in Reeves County, to HARRY W. HINKLE, and a certified copy 
of said transfer was filed in the Texas General Land Office on December 24, 1949, in School File 101449; 

That on August 3, 1946, H.W. HINKLE, transferred Section 9, Block 59, Public School Land Sm vey, 
640.00 acres in Reeves County, to K.M. REGAN, and a certified copy of said transfer was filed in the 
Texas General Land Office on December 24, 1949, in School File 101449; 

That the File Wrapper for School File 101449 is en dorsed: "Abst 2952," "M & G," "(Stamped) LAND 
FORFEITED, 9/22/25, JH WALKER," "Reinstated 4-29-27," "(Stamped) PAID IN FULL FOR 640.0 
ACRES, DATE 10/30/62," 

********************* 

1700 North Congress A venue, Austin, Texas 78701-1 495 
P.O. Box 12873, Austin, Texas 787 11-2873 

512-463-500 I glo.texas.gov 



Barbie Roach 
July 7, 2017 

That on December 1, 1949, K.M. REGAN, individually, and as agent for the State of Texas, executed and 
delivered a State Relinquishment Act Oil & Gas Lease, M-35086, covering "All of Section Nine (9), Block 
Fifty-nine (59), Public School Land, containing 640 acres, more or Jess," in Reeves County, to BRUCE L. 
HOOVER, for a primary term of Five (5) years, with a cash bonus of $640.00, and an annual delay rental 
of $160.00, with like amounts payable each to landowner and State, and a royalty of One-Sixteenth (1/ 16), 
one-ha1f payable each to landowner and State, and a certified copy of said lease was filed in the Texas 
General Land Office on December 27, 1949, in Mineral File M-35086; 

That the File Wrapper for Mineral File M-35086 is endorsed: "(Marked) EXPIRED;" 

***·X-*****·*****-Y.·* 

That on November 12, 1963, ROBERTA M. REGAN, INDMDUALLY AND AS INDEPENDENT 
EXECUTRIX OF THE ESTATE OF K.M. REGAN, DECEASED; GEORGE H. COATES," individually, and 
as agent for the State of Texas, executed and delivered a PAID-UP State Relinquishment Act Oil & Gas 
Lease, M-57508, covering "The Southwest One-Quarter (SW1/ 4) of Section Nine (9), Block Fifty-nine 
(59), Public School Land Survey, down to a depth of 500 feet beneath the surface," 160.00 acres in Reeves 
County, to JACK HALEY, for a primaiy term of One (1) year, with a cash bonus of $240.00, and a royalty 
of One-Sixteenth (1/ 16), one-half payable each to landowner and State, and a certified copy of said lease 
was filed in the Texas General Land Office on December 12, 1963, in Mineral File M-55708; 

That the File Wrapper for Mineral File M-55708 is endorsed; "(Stamped) EXPIRED;" 

****************** 

That on September 10, 1975, THE FIRST NATIONAL BANK OF MIDLAND, TEXAS, SUCCESSOR 
TRUSTEE OF THE ROBERTA M. REGAN TRUST, DATED MARCH 29, 1965," individually, and as agent 
for the State of Texas, executed and delivered a PAID-UP State Relinquishment Act Oil & Gas Lease, M-
72181, covering "The Southwest One-Quaii:er of the Southwest Quarter (SW/ 4 SW/ 4) of Section Nine (9), 
Block Fifty-nine (59), Public School Land Survey, down to a depth of 300 feet beneath the surface," 40.00 
acres in Reeves County, to JACK HALEY, for a primaiy term of One (1) year, with a cash bonus of 
$240.00, and a royalty of One-Fourth (1/ 4), one-half payable each to landowner and State, and a certified 
copy of said lease was filed in the Texas General Land Office on September 19, 1975, in Mineral File 
M-72181; 

That the File Wrapper for Mineral File M-72181 is endorsed; "(Stamped) TERMINATED; 

****************** 

That on February 22, 1980, THE FIRST NATIONAL BANK OF MIDLAND, SUCCESSOR TRUSTEE OF 
THE ROBERTA M. REGAN TRUST, individually, and as agent for the State of Texas, executed and 
delivered a State Relinquishment Act Oil & Gas Lease M-81212, covering "All of Section Nine (9), Block 
Fifty-nine (59), Public School Land Survey," 640.00 acres in Reeves County, to BILL N. PREWIT, for a 
primary term of Five (5) years, with a cash bonus of $20,000.00, and an annual delay rental of "Fifty 
Cents per acre," with like amounts payable each to landowner and State, and a royalty of Three-Sixteenth 
(3/ 16), one-half payable each to landowner and State, and a certified copy of said lease was filed in the 
Texas General Land Office on March 26, 1980, in Mineral File M-81212; 

That on June 26, 1980, ELIZABETH H. COATES MADDUX, BETTY S. ROBERTS, JOHN R. HARRIS & 
CHARLES V. RICHTER, INDEPENDENT EXECUTORES OF THE ESTATE OF GEORGE H. COATES, 
AND ELIZABETH H. COATES MADDUX, individually, and as agent for the State of Texas, executed and 
delivered a State Relinquishment Act Oil & Gas Lease M-81212, covering "All of Section Nine (9), Block 
Fifty-nine (59), Public School Land Survey," 640.00 acres in Reeves County, to BILL N. PREWIT, for a 
primary term of Five (5) years, with a cash bonus of $4,000.00, and an annual delay rental of "Fifty Cents 
per acre," with like amounts payable each to landowner and State, and a royalty of Three-Sixteenth (3/16), 
one-half payable each to landowner and State, and a certified copy of said lease was filed in the Texas 
General Land Office on August 8, 1980, in Mineral File M-81212; 

2017-36 



Ba1·bie Roach 
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That the File Wrapper for Mineral File M-81212 was endorsed: (Stamped) EXPIRED; 

*********************** 

That on May 6, 1999, NATIONSBANK, N.A. d/b/a BANK OF AMERICA NA., TRUSTEE OF THE 
ROBERTA M. REGAN TRUST, individually, and as agent for the State of Texas, executed and delivered a 
State Relinquishment Act Oil & Gas Lease, M-100678, covering "all of Section 9, Block 59, PSL Survey," 
with additional tracts, 1,920.0 acres in Reeves County, to TITAN RESOURCES, L.P., for a prima1y term of 
Five (5) years, with a cash bonus of $80,000.00, and an annual delay rental of $1.00 per acres, with like 
amounts payable each to landowner and State, and a royalty of One-Fifth (1/ 5), one-half payable each to 
landowner and State, and a certified copy of said lease was filed in the Texas General Land Office on May 
6, 1999, in Mineral File M-100678; 

That the File Wrapper for Mineral File M-100678 is endorsed: "(Stamped) EXPIRED;" 

*********************** 

That on December 15, 2006, ROBERTA M. REGAN, TESTAMENTARY TRUST, BANK OF AMERICA, 
N .A. - TRUSTEE," individually, and as agent for the State of Texas, executed and delivered a PAID-UP 
State Relinquishment Act Oil & Gas Lease, M-107627 (A), covering "All of Section 9, A-2952 Block 59, 
PSL Survey, 640.00 acres in Reeves County, to PINNACLE LAND SERVICES, for a primary term of Five 
(5) year, with a cash bonus of $173.333.33, and a royalty of One-Fourth (1/ 4), one-half payable each to 
landowner and State, and a certified copy of said lease was filed in the Texas General Land Office on 
March 1, 2007, in Mineral File M-107627; 

That on September 28, 2006, COATES ENERGY TRUST and COATES ENERGY INTERESTS, LTD," 
individually, and as agent for the State of Texas, executed and delivered a PAID-UP State 
Relinquishment Act Oil & Gas Lease, M-107627 (B), covering "All of Section 9, A-2952 Block 59, PSL 
Survey, 640.00 acres in Reeves County, to PINNACLE LAND SERVICES, for a primary term of Five (5) 
year, with a cash bonus of $34,775.00, and a royalty of One-Fourth (1/4), one-haJf payable each to 
landowner and State, and a certified copy of said lease was filed in the Texas General Land Office on 
March 1, 2007, in Mineral File M-107627; 

That on January 28, 2010, CHESAPEAKE EXPLORATION, L.L.C., released said lease M-107627 (B), and 
a certified copy of said release was filed in the Texas General Land Office on January 28, 2010, in Mineral 
File M-107627; 

That the File Wrapper for Mineral File M-107627 is endorsed: "B-Lse TERMINATED, 9-28-09," "B 
LEASE/RELEASE FILED," 

********************** 

That on July 30, 2014, MCGARY LIVING TRUST - SPH; BRIAN MCGARY, TRUSTEE; BANK OF 
AMERICA, N.A., individually, and as agent for the State of Texas, executed and delivered a PAID-UP 
State Relinquishment Act Oil & Gas Lease M-116869-A, covering "Public School Land Survey Section 9, 
Block 59, A-2952," 640.00 acres in Reeves County, to THE BELLOMY GROUP, LLP, for a primary term of 
Three (3) years, with a cash bonus of $623,111.10, with like amounts payable each to landowner and State, 
and a royalty of One-Fourth (1/ 4) , one-half payable each to landowner and State, and a certified copy of 
said lease was filed in the Texas General Land Office on August 25, 2014, in Min eral File M-116869; 

That on July 30, 2014, MCGARY FAMILY TRUST - KELLY SEPARATE PROPERTY; KELLY MCGARY, 
TRUSTEE; BANK OF AMERICA, N.A., individually, and as agent for the State of Texas, executed and 
delivered a PAID-UP State Relinquishment Act Oil & Gas Lease M-116869-B, covering "Public School 
Land Survey Section 9, Block 59, A-2952," 640.00 acres in Reeves County, to THE BELLOJvIY GROUP, 
LLP, for a primary term of Three (3) years, with a cash bonus of $623,111.10, with like amounts payable 
each to landowner and State, and a royalty of One-Fourth (1/ 4), one-half payable each to landowner and 



Barbie Roach 
July 7, 2017 

State, and a certified copy of said lease was filed in the Texas General Land Office on August 25, 2014, in 
Mineral File M-116869; 

That on July 30, 2014, MARY ANE MCGARY, A FEME SOLE; BANK OF AMERICA, N.A., individually, 
and as agent for the State of Texas, executed and delivered a PAID-UP State Relinquishment Act Oil & 
Gas Lease M-116869-C, covering "Public School Land Survey Section 9, Block 59, A-2952," 640.00 acres 
in Reeves County, to THE BELLOMY GROUP, LLP, for a primary term of Three (3) years, with a cash 
bonus of $623,111.10, with like amounts payable each to landowner and State, and a royalty of One­
Fourth (1/ 4), one-half payable each to landowner and State, and a certified copy of said lease was filed in 
the Texas General Land Office on August 25, 2014, in Mineral File M-116869; 

That on September 16, 2014, COATES ENERGY INTERESTS, LTD., individually, and as agent for the 
State of Texas, executed and delivered a PAID-UP State Relinquishment Act Oil & Gas Lease M-116869-
D, covering "Public School Land Survey Section 9, Block 59, A-2952," 640.00 acres in Reeves County, to 
THE BELLOMY GROUP, LLP, for a primary term of Three (3) years, with a cash bonus of $186,933.33, 
with like amounts payable each to landowner and State, and a royalty of One-Fourth (1/4), one-half 
payable each to landowner and State, and a certified copy of said lease was filed in the Texas General Land 
Office on October 20, 2014, in Mineral File M-116869; 

That on September 16, 2014, COATES ENERGY TRUST, individually, and as agent for the State of Texas, 
executed and delivered a PAID-UP State Relinquishment Act Oil & Gas Lease M-116869-E, covering 
"Public School Land Survey Section 9, Block 59, A-2952," 640.00 acres in Reeves County, to THE 
BELLOMY GROUP, LLP, for a primary term of Three (3) years, with a cash bonus of $186,933.33, with 
like amounts payable each to landowner and State, and a royalty of One-Fourth (1/ 4), one-half payable 
each to landowner and State, and a certified copy of said lease was filed in the Texas General Land Office 
on October 21, 2014, in Mineral File M-116869; 

That 011 October 1, 2014, THE BELLAMY GROUP, LLP, assigned to SILVERBACK EXPLORATION, LLC, 
various interests in lease M-116869-A, M-11689-B and M-11689-C, and reference to said assignment ID 
#9358 is herein made for all purposes to the instrument which was filed of record in Volume 1112, Pages 
357-359, Official Public Records, Reeves County, a certified copy of which was filed in the Texas General 
Land Office on May 18, 2015, in Mineral File M-116893; 

That on January 31, 2015, THE BELLAMY GROUP, LLP, assigned to SILVERBACK EXPLORATION, 
LLC, various interests in lease M-116893-D and M-116893-E, and reference to said assignment ID #9360 
is herein made for all purposes to the instrument which was filed under Clerk's File Number 15-03608, 
Official Public Records, Reeves County, a certified copy of which was filed in the Texas General Land 
Office on July 2, 2015, in Mineral File M-116869; 

* ·*·X·-X·**-X··/.· ·Y.··X··>E-·X·*·'i.·-X· 

IMONY~\j')1 Ato set my hand and seal of said office the fust date above ;·itte; 

-----~~ · \jl~ ~ 
GEORG P. BUSH ~ 
COMMISSIONER OF THE GENERAL LAND OFFICE ~ P.-

GPB/ wt {j 

Name: 

Dicta No.: 
Fee: 
Files: 

Barbie Roach/ Lynch Chappell &Alsup, PC 
300 N. Marienfeld, Suite 700 
Midland, TX 79701 
2017-36 
$800.00 
SCH 101449, M-35086, M-55708, M-72181, M-81212, M-100678, M-107627, M-116869 
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August 29, 20 17 

T EXAS GENERA L LA ND OFFICE 
GEOflGE P. Bu H , COMMI SS IONrn 

Mary Quintana, r. Lease/ Div Order Analyst 
Atlantic Resources Company, LLC 
300 orth Marienrcld, tc 600 
Midland, Texas 79701 

RE: Assignment ID I 03 73 - MF 116869 et al 
Reeves County 

Dear Ms. Quintana: 

The General Land Offi ce received the fo llowing instrument and has fi led it in the appropriate 
fi les. 

Assignment , Con eyance and Bill or ale, effecti ve February I, 20 17, from Centennial 
Resource Production. LLC, A signor to Atlanti c Resources 11 lntere ts, LLC, Assignee. 
Filed fo r record under Doc # 17-02225. 

Filing rces in the amount o r $ I .625.00, ere received on the rerercnced a ignmcnt. ee attached 
Exhibit "A .. for complete Ii t or lea e. 

Please feel free to contact me at (5 12) 463-5407 or email carl.bonn@glo.texas.go if you ha c 
rurther questions. 

Best regards, 

arl Bonn, CP L 
Mineral Lea ing - Energ Re ource 

1700 onh Congress A, cnuc. Austin, Texas 7870 1-149' 
P.O. 13ox 12873. Austi n. rcxas 78711 -2873 

512-463 -500 I glo.tcxas.go, 



MF# 

116869 A thru E 

116893 

11 6960 

117019 A th ru D 

Exhibit "A" 

Assign ID # 10373 

Reeves County 

117020 A released, B expired & C active 

117021 A & B 

117082 A released 

117084 A & B 

117086 A & B 

117087 A & B 

11 7088 A thru D 

11 7 11 5 

117183 A th ru J 

117196 A thru E 

11 7344 A th ru D 

117345 

117347 A thru D 

117348 A thru D 



PO Box 3759 • 

:9 • ••. Midland, TX 79702 
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Midland, Texas 79701 
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February 24. 20 17 

VIA CERTIFCED MAIL-7015-06400-003-1211-3828 
Texas Genera l Land O ffice 
Mineral Lea ing Div ision 
Attn: Carl Bonn 
1700 . Congrc Ave., Room 600 
A u tin, Texas 78701-1 49.5 

RE: A ignmcnt. Conveyance and Bil l o f ale 

?u 1u3 7 3 

Centennia l Re ource Production, LLC to A tlantic Resource II lnterc ts LLC 
Reeves County, Texa 

Dear Mr. Bonn: 

Pursuant to the requirements set forth by Statu and in the State urveycd School Land Lease Form 
Revi cd July, 20 16, pica e find enclosed a cert ified copy o f that certain: 

Assignment Conveyance and B ill o f Sale between Centennial Re ource Production. LLC. a 
(""As ignor·') to A tl antic Resources 11 lntere t LLC, a ("A signcc·') effecti ve fobruary I, 20 17, 
recorded a In trument o. 17-02225 of the Official Pub! ic Record o f Ree cs County. Texa . 
filed of record 0 11 February I 0, 2017, covering tho e certain Oi l and Gas Lea e Ii tcd on the 
Assignment Summary attachment. 

Al o enclosed i check o. 7016 in amount of $ 1,625.00 for filing fee at $25.00 per talc Lea e. Plea c 
let me know i f you require further in formation by contacting me at 432-683-3272 or 
by email at mquintana@arcoperating.com. 

/mq 
Enclosure 

incerely, 

t lamic Re ources Company, L LC 



Mail to: Texas General Land Office 
Atm: Energy Resources 
P.O. 12873 
Austin, Texas 78711-2873 

DOCUMENT TYP E: (mark one): 
Assignment Deed of Trust 

Texas General Land Office 
ASSIGNMENT SUMMARY For GeneraJ Land Office Use O nly 

ASSIGNMENT FEE: $25 pe r S tate Lease (additio nal $25 afte r 90 days) 
Me rger/Name Ch ange INTEREST BEING CONVEYED: (mark one) 

DOCUMENT RECO RD ING INFORMATION: (Include a ll the counties 

.c ~ 1111 lnteres~ Overriding Royalty Interest: Other (exp lain): 
covered bv U,e orooerties lis ted be low) 

Co unty File No. Page Execution Date/Effective Date 
1-. 

Remarks: 

Reeves 17-02225 Feb.8,2017/Feb. 1, 2017 

FROM TO % GROSS WT % GROSS WT 
List ali companies or individuals listed i.n this instrument List all companies or individuals listed i.n this instrument OWNED BY TRANSFERRED 
who arc transferring ownership interests, i.n whole or in 

part, in the leases shown below 

1 Cen tennial Resource Production, LLC 

Attaclr additional pages as needed. 
LEASES COVERED BY TH IS TRANSFER: 

State Lease # 

1. 
2. 

3. 
4. 

N,,11,e (please pri11t) 

Te le1,lro11e 11111/Jcr 

• ••• ••• . 
• • • • • 
• . . . 

• • • • • • 
• •• •• . 
••• • • • •• 

who arc receiving ownership interests in the leases Li led ASSIGNOR BY ASSIGNOR 
below 

Atlantic Resomces II Interests LLC 

SECTION PART OF SECTION 

2 L J 

Lea e Analyst 
Title 

/)(1/1' 

1 n111 nil nu tltorized reµreselltn tive of t /1e 
lessee(s) 1111der tlte S tnte of Texns lenses 
iden tified /1erei11 n lld reµresellt n lld cert ifiJ to t l,e 

Co111111issioller of t lte Gellernl Lnlld Office t/rnt 
the illfomintioll µrov ided Oil tit is /o m, is tm e 
nlld correct . 

V1s1t our l Ve/, Site at www.glo.texns.goi1 

100% 100% 

DEPTH RESTRICTION 

Atlantic Resource Holding Co., LLC 
Co111pa11y 11111e 

Mni/i111( Address 

P .O. Box 3759 

Midltllld Texns 79702 
City/State/Zip 

% GROSS WT 
RETAINED 

BY 
ASSIGNOR 



~J ~ j' lA M Wl aJ'{ /S<;/-\ljl f 
LEASES COVERED BY TH IS TRANSFER: 

St at e Lease No. County Block Section Part of Sect ion Dept h Restriction LESSOR IN ASSIGNMENT, 

MF-117344( Reeves 59 1 E 100 ac of SE/4 All Depths State ofTexas, Blake Oil and Gas Corporation, Agen) 
MF-117344D Reeves 59 1 E 100 ac of SE/4 All Depths State of Texas, Judson Operations Ltd, Agent 

"1F I I 1_3 ff .4 MF-117344A Reeves 59 1 E 100 ac of SE/4 All Depths State of Texas, LAJ Corporation, Agent 

MF-1173448 Reeves 59 1 E 100 ac of SE/4 All Depths State of Texas, Sig mar Inc., Agent 
.... D 

MF-117183( Reeves 59 7 SE/4 All Depths State of Texas, Beverly Marshio, Agent 

MF-117183E Reeves 59 7 SE/4 All Depths State of Texas, Charlene Welch, Agent 

MF-117183J Reeves 59 7 SE/4 Al l Depths State of Texas, Charles E. George, Agent 

MF-1171831 Reeves 59 7 SE/4 All Depths State of Texas, Clyde A. George, Agent 
( t11= 11 7/P ~ 4-MF-117183F Reeves 59 7 SE/4 All Depths State of Texas, Cynthia Lynn Wilson, Agent ... _) 

MF-117183A Reeves 59 7 SE/4 All Depths State of Texas, James R. George Jr., ET AL, Agent 

MF-117183D Reeves 59 7 SE/4 All Depths State of Texas, Janet Le nay Bexley, Agent 

MF-1171838 Reeves 59 7 SE/4 Al l Depths State of Texas, Rise Amburgey Fultz, Agent 

MF-117183H Reeves 59 7 SE/4 All Depths State of Texas, Robert J. George, Agent 

MF-117183G Reeves 59 7 SE/4 All Depths Stat e of Texas, Vivie Ann Dodd, Agent 
MF-116869D Reeves 59 9 All All Depths Stat e of Texas, Coates Energy LTD, Agent 

MF-116869E Reeves 59 9 All All Depths State of Texas, Coates Energy Trust, Agent 

MF-116869C Reeves 59 9 All All Depths State ofTexas, Mary Jane McGary a Ferne So le Trustee, Agent 

MF-1168698 Reeves 59 9 Al l Al l Depths State of Texas, McGary Family Trust ET AL, Agent 
MF-116869A Reeves 59 9 All All Depths State of Texas, McGary Living Trust, ET AL, Agent 
MF-117196( Reeves 59 12 W/2 SE/4 All Depths State of Texas, Abigai l Grilley Gutierrez, Agent 
M F-117348( Reeves 59 12 E/2 NE/4 All Depths State of Texas, Blake Oil and Gas Corporation, Agent /\f F . 

"y'-'eReeves 
E/2 SE/4 &W/2 

M F-1170888 59 12 NE/4 All Depths State of Texas, Coa lson Rev. Trust of 1994, Agent 
MF-117196E Reeves 59 12 W/2 SE/4 All Depths State of Texas, Elicia Grilley Green, Agent 

E/2 SE/4 &W/2 

MF-117088( Reeves 59 12 NE/4 All Depths State of Texas, Glenn M . Stevenson ET AL, Agent 
MF-117348D Reeves 59 12 E/2 NE/4 All Depths State of Texas, Judson Operations LTD, Agent 
MF-117115 Reeves 59 12 W/2 NW/4 All Depths State of Texas, Kenneth W. Parker, Agent 
MF-117348A Reeves 59 12 E/2 NE/W Al l Depths State of Texas, LAJ Corporation, Agent 

i F-117196D Reeves 59 12 W/2 SE/4 All Depths State of Texas, Lauren Grilley, Agent 
F-117196B Reeves 59 12 W/2 SE/4 All Depths State of Texas, Linda L. Grilley, Agent 

• ... • •• . 
• • • • • 
• • • . 

• • • • . . . .. •• . 
•• • . • . .. 
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LEASES COVERED BY THIS TRANSFER: 

E/2 SE/4 &W/2 

MF-117088A Reeves 59 12 NE/4 All Depths State of Texas, Mid land AOG Partners LTD, Agent 

MF-117196A Reeves 59 12 W/2 SE/4 All Depths State of Texas, Osado Properties LTD, Agent 

South 60 acres 

of E/2 NW/4 & 

MF-117086A Reeves 59 12 E/2 SW/4 All Depths State of Texas, Paul Harvey Oden, Agent 
MF-1173488 Reeves 59 12 E/2 NE/4 Al l Dept hs State of Texas, Sigmar Inc., Agent 

E/2 SE/4 &W/2 

MF-1170888 ~11'( Reeves 59 12 NE/4 All Depths State of Texas, Wade P Koehl, Agent 

South 60 acres 

of E/2 NW/4 & 

MF-1170868 Reeves 59 12 E/2 SW/4 All Depths State of Texas, Walking 0 , Agent 
MF-1170218 Reeves 56 43 N/2 All Depths Sta te of Texas, Charles R. Wiggins, Agent 

MF-117196C Reeves 59 13 W/2 NW/4 All Depths State of Texas, Abigai l Gril ley Gutierrez, Agent 

E/2 NE/4 & E/2 

MF-117347C Reeves 59 13 SW/4 All Depths State of Texas, Blake Oil and Gas Corporation, Agent 
MF-1170888 <yv.t Reeves 59 13 E/2 NW/4 All Depths State of Texas, Coa lson Rev. Trust of 1994, Agent 

MF-117196E Reeves 59 13 W/2 NW/4 All Depths State of Texas, Elicia Grilley Green, Agent 
MF-117088C ~""1Reeves 59 13 E/2 NW 4 Al l Depths State of Texas, Glenn M Stevenson ET AL, Agent 

E/2 NE/4 & E/2 

· MF-117347D Reeves 59 13 SW/4 Al l Depths State of Texas, Judson Operations Ltd, Agent 

E/2 NE/4 & E/2 
MF-117347A Reeves 59 13 SW/4 All Depths State of Texas, LAJ Corporation, Agent 

MF-117021A Reeves 56 43 N/2 All Depths State of Texas, Dorr Petroleum Land Management LLC, Agent 

~F-1p196D Reeves 59 13 W/2 NW/4 All Depths State of Texas, Lauren Grilley, Agent 
F-1171968 Reeves 59 13 W/2 NW/4 Al l Depths State of Texas, Linda L. Grilley, Agent 

MF-117088A Reeves 59 13 E/2 NW/4 All Depths State of Texas, Mid land AOG Partners LTD, Agent 

MF-117~ Reeves 59 13 W/2 NW/4 All Depths State of Texas, Osado Properties LTD, Agent 
MF-117 87 Reeves 59 13 E/2 SE/4 All Depths State of Texas, Pau l Harvey Oden, Agent 

E/2 NE/4 & E/2 
MF-117347B Reeves 59 13 SW/4 All Depths State of Texas, Sig mar Inc., Agent 

. MF-117088D Reeves 59 13 E/2 NW/4 All Depths State of Texas, Wade P Koeh l, Agent 
MF-117 8 Reeves 59 13 E/2 SE/4 All Depths State of Texas, Wa lking O LP, Agent 

• ••• ••• . 
• • • • • • • • • • • • • • . 

• •• •• . 
••• • . • •• 



LEASES COVERED BY THIS TRANSFER: 

W/2 SW/4 & 

MF-116960 Reeves 59 14 W/2 SE/4 All Depths State of Texas, Joanne Bai ley, Agent 

MF-116893 Reeves 53 37 E/2 All Depths State of Texas, Marrow Harrison Inte rest s, LLC, Agent 

Reeves 59 15 All Depths State of Texas, Camell ia Land Inc., Agent 

N/2 SW/4 & SE/4 

MF-117v Reeves 59 15 SW/4 All Depths State of Texas, Cindy Seybert Rinehart , Agent 

Reeves 59 15 All Depths State of Texas, Leslie Fore, Agent 

N/2 SW/4 & SE/4 

MF-117~ Reeves 59 15 SW/4 All Depths Sta te of Texas, Linda Ilene Lewis, Agent 

N/2 SW/4 & SE/4 

MF-117~ Reeves 59 15 SW/4 Al l Depths State of Texas, Lowry Lewis. Agent 

MF-117~ 

N/2 SW/4 & SE/4 

Reeves 59 15 SW/4 All Depths State of Texas, Mary Ann Kawaja, Agent 

Reeves 59 15 All Depths Stat e of Texas, The Bellomy Group LLC, Agent 

Reeves 59 29 All Depths State of Texas, Gloria Jean Swisher, Agent 

Reeves 59 29 Al l Depths State of Texas, M. Brad Bennett ET AL, Agent 

Reeves 59 29 All Depths State of Texas, Marrow Harrison Interests, LLC, Agent 

MF-117345 Reeves 59 32 NE/4 NE/4 Al l Depths State of Texas, Blake Oi l and Gas Corporation, Agent 

Wasn't able to find Fi le Numbers and Description 

• ... ••• . 
• • • • . 
• • • • 

• . • • . • . •• •• • 
•• • . • . .. 



•• • • • ••• 
• .. .... .. 

• • 
• 

• 
······ . . 

•••• • • • • • 

r L) J__Q2J3 
17 -02225 ---. 

FILED FOR RECORD 
REEVES COUNTY, TEltAS 

Feb 10, 2017 at 01:32:00 PM 
. ( 

NOTICE OF CO.NFIDENTIALITY RIGHTS: IF YOU ARE A NATURAL PERSON, 
YOU MAY REMOVE OR STRIKE ANY OR ALL OF THE FOLLOWING 
INFORMATION FROM ANY INSTRUMENT THAT TRANSFERS AN INTEREST IN 
REAL PROPERTY BEFORE IT LS FILED FOR RECORD IN T HE PUBLIC RECORDS: 
YOUR SOCIAL SECURITY NUMBER OR YOUR DRIVER'S LICENSE NUMBER. 

ASSIGNMENT. CONVEYANCE AND Bl LL 0 11 SALE ltf r116t 6 r r-1,, 1 
STATE OF TEXAS 

COUNTY OF REEVES 

§ 
§ 
§ 

KNOW ALL MEN BY THESE PRESENTS: 

This Assignment, Conveyance and Bi ll of Sale ("Assignment") is executed and delivered by 
CENTENNIAL RESOURCE PRODUCTION, LLC, whose addres is 1401 17th Street, Suite 
1000, Denver, Colorado 80202 (referred to herein as "Assignor"), to A TL ANTIC 
RESOURCES II INTE RESTS LLC, whose address is P.O. Box 3759, M idland, Texas 79702 
(referred lo herein as "Assignee"). c{{ ,2 -(- ( 7 

Assignor, for good and valuable consideration, the receipt and sufficiency of which are 
hereby acknowledged, by these pre ents, GRANTS, BARGAINS, SELLS, CONVEYS, 
ASSIG S, TRANSFERS, SETS OVER and DELIVERS unto Assignee, all of Assignor's right, 
title and interest in and to the following (collectively, the "Properties"): 

A. The oil, gas and/or mineral leases described or referred to in Exhibit "A" attached 
hereto and incorporated herein for all purposes, together with a ll amendments, 
supplements, renewals, extensions or ratifications thereof (the "Leases"), the 
lands and depths covered by the Leases described or referred to in Exhibit "A" 
(the "Lands"), all Leases and Lands related to the Well (defined below), and all 
revers ionary, back-in net profits, carri ed, convertible, non-consent, operating 
rights and other interests in, incident to or appurtenant to the Land , Leases or 
Wells, together with any 1ights that arise by operation of law or otherwi e in all 
lands pooled, un itized, communitized or consolidated with the Lands and/or 
Leases (the "Oil and Gas Properties"); 

B. All o il , gas, water, supply, disposal (incl uding without limitation, salt water 
di sposal) or injection wells located on the Oil and Gas Properties or on lands with 
which the Oil and Gas Prope1ties may have been pooled, comrnunitized or 
un itized whether producing, operating, shut-in, temporarily abandoned, 
abandoned, standing or otherwise (the "Wells"); 

C. All severed crnde oil, natural gas, and other hydrocarbons and other minerals or 
materials of every kind and description produced from the Oil and Ga Propert ies 
and either: (i) in storage tanks on the Effecti ve Date, or ( ii) so ld on or after the 
Effective Date (the "Substances"); 

Page -l -

True & Con-ect Copy of a 
, 'c,~u111·~nt on file at 
Reeves County Texas, 
Dianne 0 . Florez, County Clerk 
Page \ of 1 
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D. 

E . 

All e·quipment, fixtures, improvements, personal property and physical faci.lities 
or interests therein that are used or held for use in connection with the ownership 
or operation of the Oil and Gas Properti es and We11s; 

All of the contI·acts, agreements and instruments by which the Properties are 
bound, or that relate to or are otherwise applicab le to the Prope1i ies, or any of 
them, or the production of Hydrocarbons in association therewith , includ ing all 
operating agreements, unitizatio n, pooling and conlllluni tization agreements, 
declarations and orders, j oint venture agreements, farm in and farmout agreements, 
water rights and disposal agreements, exploration agreements, participation 
agreements, exchange agreements, transportation or gathering agreements, 
agreements for the sale and purchase of oil, gas or casinghead gas, processing 
agreements, area of mutual interest agreements, sa lt water disposa l agreements, 
equipment leases, governmental permits and licenses of Assignor (other than 
bonds), to the extent such permits and licenses are transferable; all easements and 
rights-of-way used or held for use in connection with the Oil and Gas Prope1i ies 
and any amendments, ratifications or extensions of the fo regoing (the 
"Contracts"); and 

F. To the extent related or pertaining to the Properties: all lease fil es; land fil es; well 
fil es; sales conh·act fi les; title and contract fil es; gas processing fi les; division 
order files; abstracts; title opin_ions; land surveys, (subject to such exclus ions, 
collectively, the "Records"). 

TO HAVE AND TO HOLD all and singular the Properti es, together with all rights, titles, 
interests, estates, remedies, powers and privileges thereunto appertairung unto Assignee and its 
respective successors, legal representatives and assigns forever. Ass ignor covenants that 
Assignor bas good right and authority to convey the same and that Assignor will warrant and 
defend the same to Assignee, its successors and assigns, against the lawful claims and demands 
of all persons by, through and under Assignor, but not otherwise. 

This Assignment is made with warranty of tit le by, through and under Assigno r but not 
otherw ise, except as to all covenants and warranties heretofore given or made in respect to the 
Properties or any part thereof that Assignor m ay have against any third party, prior owner, 
vendor or assignor. Assignee shall be and is hereby subrogated to all covenants and wa n-anties 
of title by parties heretofore given or made to Assignor or its predecessors in title in respect of 
any of the Properti es. 

Trus Assignment is m ade by Assignor and accepted by Assignee subject to the terms, provisions 
and condit ions of that certain Letter Agreement dated February 1, 2017 (the "Offer Letter"), by 
and between Ass ignor and Assignee; provided, however, th ird parties may conclusively rely 
upon this Assignment to vest title to the Properti es in Assignee. 

Assignor covenants and agrees to execute and deliver to Assignee such other and additional 
instruments and documents as may be necessary to fu lly convey all of Assignor's interest in the 
Properties to Assignee. 

Page -2-

True & Cun-ect Copy 0 1 a 
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Dianne o. Florez, County Clerk 
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T his As ignment may be executed in multiple counterparts, each of which is an original and all 
of which are substanti all y identical and sha ll together constitute but one and the same 
Assignment. This Assigiunent shall be bind ing and effecti ve a to any party hereto that executes 
it, whether or not it is executed by all part ies . 

Remainder of the Page i ntentionally Left Blank; Signature Page Follows 

Page -3-

True & Correct Copy o1 a 
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1()~-um•int on file at 
Reeves County Texas, 
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IN WITNESS WHEREOF, the parties hereto have caused this Ass ignment to be duly 
executed as of the date of acknowledgment of Assignor's and Assignee's signatures below. This 
Assignment shall be effective at 7:00 a.m. (in the locale where the properties are located) on 
February 1, 20 17 (the "Effective Date") . 

ASSIGNOR: 

CENTENNIAL RESOURCE PRODUCTION, LLC 

By: '-<--tl:~~~~~~~~~==-.L...==_,,,::::..__ 
Name: e 
T itle: Vice President of Land 

ASSIGNEE: 

ATLANTIC RESOURCES II INTERESTS LLC 

By: ---'.,.L.......----=---- --+---------= ~ 
Name: Will Abney -rp 
T itle: President 

Remainder of the Page Intentionally Left Blank; Aclaiowleclgement Page Follows 

Signature Page to that Certain Assignment and Bill of Sale effective February 1, 2017, 
by and between Centennial Resource Production, LLC, as Assignor, 

and Atlantic Resources II Interests LLC, as Ass ignee 

True & Correct Copy of a 
\ 'n\~u11'J•jnt on file at 
Reeves County Texas, 
Dianne 0 . Florez, County Clerk 
Page 4 of ] 
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STATE OF ColDc<>-cio 

c o UNTY oF U:J"\ \\ e C 

§ 
§ 
§ 

The foregoing instrument was acknowledged b,efore me td s:±:Q day ofFebruary, 20 17, by 
Seo. {\ \A) I Mo..cshCl (( ' as \J µ.- Lo n of CENTENNIAL RESOURCE 
PRODUCTION, LLC, a Delaware li mited liabili ty co1 any, on beha lf of the company . 

RACHELLE CLEMONS 
NOTARY f'UBLIC 

STATE OF COLORADO 
NOTARY ID 11 20154048579 I MY COMMISSION EXPIRES OEC~MBER 21. 2019 

STATE OF TEXAS 

COUNTY OF~)JJ 
§ 
§ 
§ 

The foregoing instrument was ackno wl ed ge<J-j,efore me th is L o-f!:. day of February, 2 0 I 7, by 
u_J,. JI uizn£ , as ~~ of ATLANTIC 

RESOURCES~ nfINTERESTS LLC, a Delaware limi ted liabi li ty company, o n behalf of the 
company. 

MARY QUINTANA 
My Nola ry ID # 41 03302 
Expires January 9, 2021 

Acknowledgement Page to that Certain Assignment and Bill of Sale effective Febrnary I, 2017, 
by and between Centennial Resource Production, LLC, as Assignor, 

and Atlantic Resources II Interests LLC, as Assignee 

True & Currect Copy 0 1 a 
1..

1ocmw~nt on file at 
Reeves County Texas, 
Dianne 0. Florez, County Clerk 
Page ; of 1 
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Exhibit A 

to 

that certain Assignment, Conveyance and Bill of Sale dated effect ive February 1, 2017, 

between Centennial Resource Production, LLC, as Se ller and Atlantic Resources II Inte rests LLC, as Buyer 

-L!tE - --- - m«- ~ 
STATE OF TEXAS - BLAKE OIL AND GAS CORPORAT1.,1, (' 59 1 

STATE OF TEXAS - JUDSON OPERATIONS LTD AGENt D 59 l 

STATE OF TEXAS - LAJ CORPORATION AGENT A 59 1 

STATE OF TEXAS - SIGMAR INC AGENT f2 59 1 
STATE OF TEXAS · BEVERLY MARSHIO AGENT I (1/.f?c 59 7 

STATE OF TEXAS - CHARLENE WELCH AGENT I=' 59 7 

STATE OF TEXAS · CHARLES E GEORGE AGENT ' ~ 59 7 

STATE OF TEXAS - CLYDE A GEORGE AGENT -r. 59 7 

STATE OF TEXAS · CYNTHIA LYNN WILSON AGENT F 59 7 

STATE OF TEXAS · JAMES R GEORGE JR ET AL AGENT A 59 7 

STATE OF TEXAS - JANET LENAY BEXLEY AGENT D 59 7 

STATE OF TEXAS · RISE AMBURGEY FULT2 AGENT 12 59 7 

STATE OF TEXAS · ROBERT J GEORGE AGENT # 59 7 

STATE OF TEXAS · VIVIE AN N DODD AGENT r,, 59 7 

STATE OF TEXAS - COATES ENERGY INTEREST LTDJ$El'fr)?£.eJ J:) 59 9 

STATE OF TEXAS · COATES ENERGY TRUST AGENT I" 59 9 

STATE OF TEXAS · MARY JANE MCGARY A FEME SOLE AGENT C. 59 9 

STATE OF TEXAS · MCGARY FAMILY TRUST ET AL AGENT ~ 59 9 

STATE OF TEXAS - MCGARY LIVING TRUST ET AL AGENT A 59 9 

STATE OF TEXAS - ABIGAIL GRILLEY GUTIERREZ /l/:,f_ ft1 / '1 (. • C, 59 12 

STATE OF TEXAS - BLAKE OIL AND GAS CORPORAj l,. • c.., 59 12 

STATE OF TEXAS · COALSON REV TRUST OF 1994 }.~~T) J?f? ,:Z 59 12 

STATE OF TEXAS · ELICIA GRILLEY GREEN AGENT / J 7 I '/ 1, t" 59 12 

STATE OF TEXAS - GLENN M STEVENSON ET AL / /"10 I?¥,> C.. 59 12 

STATE OF TEXAS · JUDSON OPERATIONS LTD AGfNr;-, S ¥--f' 0 59 12 

STATE OF TEXAS - KENNETH W PARKER AGENT J J "7 1 /tj 59 12 

STATE OF TEXAS · LAJ CORPORATION AGENT I} °1-Z.UJ' _A 59 12 

STATE OF TEXAS · LAUREN GRILLEY AGENT )/""'11'? /, /) 59 12 

STATE OF TEXAS· LINDA L GRILLEY AGENT r:z 59 12 

STATE OF TEXAS · MIDLAND AOG PARTNERS LTD' · -;-,. I , 59 12 

STATE OF TEXAS · OSADO PROPERTIES LTD AGEN,f 17 / i:/~ I. 59 12 

STATE OF TEXAS · PAUL HARVEY ODEN AGENT f I 1 0 !{ f, / 1 59 12 

STATE OF TEXAS · SIGMAR INC AGENT · 1 I i "3""6'9" ,j 59 12 
STATE OF TEXAS· WADE P KOEHL AGENT // 7 o A'1f' 'C: 59 12 
STATE OF TEXAS· WALKING O LP JlinDt~I 59 12 
STATE OF TEXAS - CHARLES R WIGGINS AGENT / / f () Z, f l, 56 43 

STATE OF TEXAS· ABIGAIL GRILLEY GUTIERREZ Af,fl(V l '1h C, 59 13 

STATE OF TEXAS · BLAKE OIL AND GAS CORPORA11'f'"l"'l"I"' 1/ (,.. 59 13 

STATE OF TEXAS · COALSON REV TRUST OF 1994 -~" .,:l- /Z, 59 13 

STATE OF TEXAS · ELICIA GRILLEY GREEN AGENT / / '11 t 
'" F. 

59 13 

STATE OF TEXAS - GLENN M STEVENSON ET AL / J 7 0 / ~R L 59 J3 

STATE OF TEXAS - JUDSON OPERATIONS LTD AGf/:,l!i ~ (} 59 13 

STATE or TE)\65 - LAJ CORPORATION AGENT , , -,11.t 7 A- 59 13 

STATE OF TEXAS DORR PETROLEUM LAND MANAGEM ENT LLC AGEr J 56 43 

STATE OF T(XI\S LAUREN GRILLEY AGENT 11 7/ctt:, o 59 J3 

STATE OF rb<AS - LINDA L GRILLEY AGENT Jl"1 J9{a /, 59 13 

STATE OF TEXAS · MIDLAND AOG PARTNERS LTD AC. 1 \ l {)ff} t 59 13 

STATE OF TEXAS- OSADO PROPERTIES LTD AGENT I 17 f Q {pf 59 13 

STATE OF TEXAS· PAUL HARVEY ODEN AGENT I ITDK'7 A- 59 13 
STATE OF TEXAS - SIGMAR INC AGENT 117.'? Lf, rs 59 13 

STATE OF TEXAS • WADE P KOEHL AGENT lli(}f?f?D 59 13 

STATE Of IEXAS WALKING OLP I I 7 o',?-1 g S9 13 

STATE OF TEXAS J6 ANNE BAILEY AGENT 11 ~ </t.,Q S9 ]4 

ANNE SCHROCK LA FEVER 59 l S 

AUBREY WILLIAM TRAYLER 59 15 

BARBARA H GOODRUM 59 JS 

BETSY WOLVERTON DIPILATO 59 15 

CAROL SUE GRAY 59 15 

CAROLYN C TINNEY 59 l S 
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PSL 

PSL 

PSL 
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Reeves County, Texas 08/ 15/14 1138 391 

Reeves County, Texas 09/26/14 1138 402 

Reeves County, Texas 08/ 22/ 14 1138 413 

Reeves County, Texas 09/22/ 14 1138 424 

Reeves County, Texas 12/ 16/14 1138 19 

Reeves County, Texas 12/ 16/14 1138 10 

Reeves County, Texas 12/ 16/14 1137 769 

Reeves County, Texas 12/ 16/14 1137 751 

Reeves County, Texas 12/ 16/14 1137 760 

Reeves County, Texas 12/ 16/14 1138 1 

Reeves County, Texas 12/ 16/14 1137 776 

Reeves County, Texas 12/ 16/ 14 1137 785 

Reeves County, Texas 12/ 16/14 1137 742 

Reeves County, Texas 12/ 16/ 14 1137 733 

Reeves County, Texas 09/16/ 14 1112 475 

Reeves County, Texas 09/16/ 14 1112 462 

Reeves County, Texas 07/ 30/ 14 1098 737 

Reeves County, Texas 07/ 30/14 1098 726 

Reeves County, Texas 07/30/ 14 1098 715 

Reeves County, Texas 01/15/ 15 1141 220 _,_ 

Reeves County, Texas 08/ 15/14 1138 435 

Reeves County, Texas 09/ 09/14 1121 467 - '-'-

Reeves County, Texas 01/ 07/15 1141 211 

Reeves County, Texas 12/ 01/ 14 1130 192 

Reeves County, Texas 09/ 26/ 14 1138 446 

Reeves County, Texas 10/ 09/14 1114 304 

Reeves County, Texas 08/ 22/14 1138 457 ~ru. 
Reeves County, Texas 01/ 15/15 1141 202 - '"17 
Reeves County, Texas 11/ 26/14 1130 183 

Reeves County, Texas 09/10/ 14 1114 286 

Reeves County, Texas 12/ 10/14 1138 28 

Reeves County, Texas 08/ 06/14 1114 277 

Reeves County, Texas 09/ 22/14 1138 468 

Reeves County, Texas 09/ 10/14 1114 295 

Reeves County, Texas 08/ 06/14 1114 250 

Reeves County, Texas 07/15/ 14 1098 218 

Reeves County, Texas 01/ 15/15 1141 220 
__ .. 

Reeves County, Texas 08/ 15/14 1138 479 4 7 C 
Reeves County, Texas 09/09/14 1121 467 - -· 
Reeves County, Texas 01/ 07/15 1141 211 

Reeves County, Texas 12/ 01/14 1130 192 

Reeves County, Texas 09/ 26/14 1138 490 '"+ 11:> 
Reeves County, Texas 08/ 22/ 14 1138 501 1.VTJA 
Reeves County, Texas 07/ 15/ 14 1100 43 

Reeves County, Texas 01/ 15/15 1141 202 ~P-Reeves County, Texas 11/ 26/14 1130 183 

Reeves County, Texas 09/ 10/ 14 1114 286 -YJw 
Reeves County, Texas 12/ 10/ 14 1138 28 -c.., 
Reeves County, Texas 08/ 06/14 1114 268 

Reeves County, Texas 09/ 22/14 1138 512 i.+, 
Reeves County, Texas 09/ 10/14 1114 295 () 
Reeves County, Texas 08/06/14 1114 259 

Reeves County, Texas 07/ 29/14 1098 708 

Reeves County, Texas 07/ 01/14 1089 588 

Reeves County, Texas 06/ 20/ 14 1089 592 

Reeves County, Texas 07/02/14 1091 235 

Reeves County, Texas 08/ 11/ 14 1098 632 

Reeves County, Texas 08/ 11/14 1098 641 

Reeves County, Texas 12/ 01/14 1130 207 

True & Conect Copy o1 a 
1'ocu1u~nt on file at 
Reeves County Texas, 
Dianne 0. Florez, County Clerk 
Page (p of 7 
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Exhibit A 

t o 

that certain A ssignment, Conv e yan ce an d Bill of Sale dat e d ef fective February l , 2017, 

bet ween Cen te nnial Resou rce Production , LLC, a s Se lle r a nd A tlan tic Resources II Inte rest s LLC, as Buyer 

- - - .i. -- :t .-~· ~ ~ 
DAVIDE CUPPETT Ill 59 15 

DESERT PARTN ERS V LP 59 15 

ELLEN C TRIBffi 59 15 

GERALDINE MILLWEE ESTATE 59 15 
HARRIETT G HACKNEY 59 15 

JACK G HARRIS 59 15 

JOHN G HACKN EY JR 59 15 

JOHN WESLEY BOOKHULn TRUST 59 15 

JUDITH ADAIR HOWIE 59 15 

STA TE or TEXAS - \1ARROW HARRISON INTERESTS LLC AG4"'1°t;;:1,F , -~ 53 37 
KATHRYN W CARVEY 59 15 

KRISTAN N BELFIELD 59 15 

LARK W ANDERSON . 59 15 

MARSHA R GRANT 59 15 

MARY DIANNE TRAYLER MATJEKA 59 15 

NANCY JO BOONE 59 15 

RICHARD E W OLVERTON 59 15 

ROBBIE RUTH TRAYLER ROBITAILLE 59 15 

RUTH C BUCHANAN 59 15 

STATE OF TEXAS -CAMELLIA LAND INC AGENT 11 ?o~o ~ (K,..,;9/J., . ) 15 

STATE OF TEXAS - CINDY SEYBERT RINEHART AGEN7 / 7 0 I Q (..., 59 15 

STATE OF TEXAS - LESLIE FORE- AGENT 11 7 (!) Z O Ii e~ 15 

STATE OF TEXAS - LINDA ILENE LEWIS AGENT 1170 /'( I~ 15 

STATE or TEXAS - LOW RY LEWIS AGENT H1 0 fq A 59 15 

STATE OF l EX/\S- MARY ANN KAWAJA AGENT 1110 1&1 n S9 15 

STAT( Of TEXAS - THE BELLOM Y GROUP LLC - AGEl'/r / 7ozo (_ 59 15 

THE WOLVERTON TRUST 59 15 

W ILLIAM HUGH GRANT 59 15 

WILLIAM R WOLVERTON JR 59 15 

STA'TtOF TEXAS - GLORIA JEAN SWISHER AGENT I l'i Df:?4 ~ 59 29 

STATE OF TEXAS - M BRAD BENNffi ET AL AGENT Ti ] 0 °8 l.. ~ 59('Rf (JA 29 
st ATE OF TEXAS - MARROW HARRISON INTERESTS LLC A•/ /10 f{I ~A 59 29 

BLAKE OIL AND GAS CORPORATION 59 31 

THERESE EDWARDS NICHOLS EXEMPT TRUST 59 31 

STATE OF TEXAS - BLAKE OIL ANO GAS CORPORATION Au f 17 3,L./759 32 
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PSL 

PSL 

PSL 

PSL 

PSL 

PSL 

PSL 

PSL 

PSL 

PSL 

PSL 

PSL 

PSL 

PSL 

PSL 

PSL 

PSL 

PSL 

PSL 

PSL 

PSL 

PSL 

PSL 

PSL 

PSL 

PSL 

PSL 

PSL 

PSL 

PSL 

PSL 

PSL 

PSL 

PSL 

P5L 

- - ~-------,----
•a> 

Reeves County, Texas 

Reeves County, Texas 

Reeves County, Texas 

Reeves County, Texas 

Reeves County, Texas 

Reeves County, Texas 

Reeves County, Texas 

Reeves County, Texas 

Reeves County, Texas 

Reeves County, Texas 

Reeves County, Texas 

Reeves County, Texas 

Reeves County, Texas 

Reeves County, Texas 

Reeves County, Texas 

Reeves County, Texas 

Reeves County, Texas 

Reeves County, Texas 

Reeves County, Texas 
Reeves County, Texas 

Reeves County, Texas 

Reeves County, Texas 

Reeves County, Texas 

Reeves County, Texas 

Reeves County, Texas 

Reeve.s County, Texas 

Reeves County, Texas 

Reeves County, Texas 

Reeves County, Texas 

Reeves County, Texas 

Reeves County, Texas 

Reeves County, Texas 

Reeves County, Texas 

Reeves County, Texas 

Reeves Co unty, Texas 

... '""~ l'r.lrrr..r:J lllr'rn 
07/21/14 1096 460 

07/01/14 1096 442 

12/ 01/14 1130 203 

10/29/14 1121 S78 

12/05/14 1138 61 

07/14/14 1096 447 

07/23/14 1121 604 

07/ 14/14 1096 451 

07/01/ 14 1089 584 

07/08/14 1100 34 

11/ 21/ 14 1130 211 

12/ 02/14 1138 65 

11/24/ 14 1130 219 

07/10/14 1091 239 

06/ 23/14 1089 602 

07/22/14 1096 457 

08/ 11/14 1098 637 

06/ 23/14 1089 598 

07/ 21/14 1096 464 

09/ 18 / 14 1112 423 

08/25/14 1101 764 

08/ 22/14 1100 25 

09/18/14 1112 488 

09/18/ 14 1112 497 

12/ 15/14 1141 193 

10/22/ 14 1143 752 

12/ 18/14 1141 174 

07/10/14 1091 231 

11/30/14 1130 215 

07/ 11/14 1112 515 

09/ 19/ 14 1112 449 

07/ 01/ 14 1112 506 

08/ 15/14 1138 573 

10/ 02/14 1138 567 

08/15/14 1138 380 

:nst No. 17 -02225 
DIANNE O_ FLOREZ 
CO\JhlJTI CLERK 

2017 Fel:, 0 at 01.32 Pl\/i 
RE ~ COUNTY, _I.EXAS 

By- MS 1EPlJTY 

Ttue & Currect Copy of a 
'o~u1-n·int on file at 

---· - Reeves County Texas, 
Dianne 0 . Florez, County Clerk 

· ·-·---- 'Fage • of 1 
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f1<;sl fo~ rcoord in my office this 

~Df£~1a:1 F'.Wllo.t ·L.(..,...~"3£.1.~ L-----
Rccords of Reeves County, Taus. 

I O{y) TO CBRTIFY T~ hand aru1 official acal 11 Pccoe, To:u 
thla _ dayof ~ , 20-11.... 

By--ll.b~ty. D!AN.'iE O FLORFZ. Cl,CJNTY C LERK. 
REIN! S CUU!S l Y, TEXI\S 
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RAILROAD COMMISSION OF TEXAS 
OIL & GA DIV! 10 

PERMIT TO DRILL. DEEPE . PLUG BACK. OR RE-E TER ON A REGULA R OR ADMINI TRATIVI: EXCEPTIO LOCATIO 

PERM! r UMBER 

825263 
DATE PERM IT I UED OR AM E, DED 

(AMENDED) Jul 07, 2017 

AP I UMBER FORM W-1 RECEIVED 

42-389-35875 Jul06, 2017 

TYP E OF OPERA no 
NEW DRILL 

WELLBORE PROFILE( ) 

Vertical , Directional 

OPERATOR 

ATLANTIC RESOURCES COMPANY, LLC 

PO BOX 3759 
MIDLAND, TX 79702-0000 

LEASE A IE 
PEDRO STA TE 9 

LOCATION 
24 mi les SW direction from ORLA 

cc1ion. Block and/or urvey 

036555 

DI TRICT 

* 08 

cou , rv 
REEVES 

AC RI \ 

640 

NOTICE 
This pcm1it and any allowable assigned may be 
revoked if payment for fee(s) submilted to the 

Commission is not honored 
District Office Telephone 'o: 

(432) 684-5581 

WELL UMl3ER 

TOTAL DEPTII 
13600 

ECTIO < 9 BLOC!-: < 59 i\13 TRACT < 2952 

URVEY < PSL/ GREEN , 0 R 

DI TA CE TO UR. VEY LI E 

330 ft. EAST 330 ft. SOUTH 

DI TANCE TO LEA E LI ES 
330 ft . EAST 330 ft . SOUTH 

FIELD(s) and LIM ITATI0 1 : 

DI TA 1CE TO EARl~ST LEA I~ LIN E 
330 ft . 

DI TA CE TO NEARE r WELL O LEA E 
See FIELD(s) Below 

* SEE FIELD DISTRICT FOR REPORTING PURPOSES * 

FIELD NA ME 
LEASE AME 

AC RE DEPT! I 
NEARE T LEASE 

WELL # Dl T 
Ei\REST WE 

TOYAH, NW (SHALE) 640.00 13,600 1 08 

PEDRO STATE 9 

WELLBORE PROFILE(s) FOR FIELD: Directional, Vertical 

RE TR ICT IO 

WILDCAT 

Bot tom Hole : BHl 
Lease Line s: 

Survey Lines: 

PEDRO ST A TE 9 

4 67 . 0 F SOUTH L 
4 67 . 0 FEAST L 
467 . 0 F SOUTH L 
467 . 0 FEAST L 

WELLBOR b PROFILE(s) FOR FIELD: Vertical, Directional 

330 

640.00 

330 

13,600 

0 

1 08 

0 

RE TRICTIO This is a hyd rogen sul fide f ield . Hydrogen Sulfide Fields with perforat i ons must be 
isolated and tested per S t a t e Wide Rule 36 a nd a Form H-9 filed with the district off ice. 
Fields with SWR 10 authority to downhole commingle must be i solated and tested 
i nd ivid ual l y prior t o commi ngling p roduct i o n . 

Bottom Ho l e : BHl 
Lease Lines : 4 67 . 0 FEAST L 

Data Valic: 11 it>,•rime~ !tm~~ : Jul Id ~O 17 6:53 AM( Current Ver ion) 
• • • • •• • i • • • • • • 

• •• •• • • • • • •• • • • • 
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RAILROAD COMMISSION OF TEXAS 
OIL & GAS DIVI 10 

PERM IT TO DRILL. DEEPE . PLUG BACK. OR RE-E TERO A REGULAR OR ADM I I fRATIVE EXCEPTIO LOCATIO 

PERMIT UMBER 

825263 
DATE PERMIT I UED OR AME Dim 

(AMENDED) Jul 07, 2017 

API NUMl31~R FORM W-1 RECEIVED 

42-389-35875 Jul 06, 2017 

TYPE OF OPERATIO 

NEW DRILL 

WELLBORE PROFILE( ) 

Vertical, Directional 

OPERATOR 

ATLANTIC RESOURCES COMPANY, LLC 

PO BOX 3759 
MIDLAND, TX 79702-0000 

LEA E1 AME 
PEDRO STA TE 9 

LOCATIO 
24 miles SW direction from ORLA 

eel ion. 131ock and/or Survey 

036555 

DI rRICT 

* 08 

COU TY 

REEVES 

ACRES 

640 

OTICE 
This pcrmil and any allowable assigned may be 
revoked if paymcm for fcc(s) submillcd to the 

Commission 1s nol honored 
Distri ct O nice Telephone I o: 

(432) 684-5581 

WELL UMBl:R 

TO I ALDEPrll 
13600 

ECTIO < 9 BLOCK < 59 Al3 ·1 RACT < 2952 

URVEY < PSL/ GREEN, 0 R 

DI TA CE TO UR VEY LI 11.:. 
330 ft. EAST 330 ft. SOUTH 

DI TA E ro LEASE LI E 
330 ft. EAST 330 ft. SOUTH 

FIELD(s) and LIMIT/\ f!O 1 : 

DI TA CE TO 1EARE T LEA E LINE 
330 ft. 

DISTANCE TO NEARE T WELL O LEA E 
See FIELD (s) Below 

* SEE FIELD DISTRICT FOR REPORT ING PURPOSES * 

FIELD /\ME 
LEA E NAME 

467 . 0 F SOUTH L 
Survey Lines: 4 67 . 0 FEAST L 

467 . 0 F SOUTH L 

ACRE DEPTH 
EA RE T LE/\ E 

THE FOLLOWI G RESTRI CT ION APPLY TO ALL FIELD 

WELL# DI T 
NEAREST WE 

This well shall be completed and produced in compliance with applicable special field or statewide spacing and density rules. If this 
well is to be used for brine mining, underground storage of liquid hydrocarbons in salt formations, or underground storage of gas in 
salt formations, a permit for that specific purpose must be obtained from Environmental Services prior to construction, including 
drilling, of the well in accordance with Statewide Rules 81 , 95, and 97. 

This well must comply to the new SWR 3.13 requirements concerning the isolation of any potential flow zones and zones with 
corrosive formation fluids. See approved permit for those formations that have been identified for the county in which you are 
drilling the well in. 

Data Valic~ll~r"rimc~~m~~ : Jul JP, ~O 17 6:53 AM( Currenl Version) 
• • • • •• • • • • • • • • : .. :· :· ·.· ·.· 
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Formati on 

FORD-DELA 'v\l R 
E 
CASTILLE 

BELL CA YO 

DEL WARE 

DELAWARE 
co SOLi DATED 
GAS 
CHERRY 
CANYON 

BO E PRI 1GS 

PERM IA I 

WOLFCAMP 

PE SYL A IAN 

MISSIS IPPI A 

DEYO IA 

FUSSELMAN 

ELLE BURGER 

Shallow 
Top 

2,500 

2,800 

4,800 

2,500 

6.500 

3,800 

7,500 

11 ,300 

10.000 

11 .000 

10.000 

13.600 

14.000 

15,000 

RAILROAD COMM ISS ION OF TEXAS 
OIL & GAS OlVISlON 

SWR # 13 Formation Data 

REEVES (389) County 

Deep Remarks 
Top 

2,500 

2,800 

5.000 

5.700 

6,500 

7,800 

9,800 

11.300 

12,3 00 

14,900 

16,000 

17,800 

17.800 

20,800 

Geological Effective 
Order Date 

I 12/ 17/20 13 

2 12/ 17/20 13 

3 12/1 7/20 13 

4 12/17/201 3 

5 12/ 17/201 3 

6 12/17/20 13 

7 12/ 17/20 13 

8 12/ 17/20 13 

9 12/ 17/20 13 

10 12/ 17/20 13 

11 12/ 17/20 13 

12 12/ 17/20 13 

13 12/ 17/2013 

14 12/ 17/2013 

The above list may 110 1 be all inclusive, and may also include formations that do not intersect all wellbores. Format ion "TOP" 
in formation listed renects an estimated range based on geologic variances across the county. To clarify, the "Deep Top" is 110 1 the 
bottom of the formation; it is the deepest depth at which the "TOP" of the formation has been or might be encountered. This is a 
dynam ic list subject to updates and revisions. It i the operator's responsibility 10 make sure that at the time of spudding the well the 
mo t current list is being referenced. Refer to the RRC website at the fo llowing address for the most recent in formation. 
http://www. rrc. texas.gov/oi I-gas/compliance-en forcement/rule- 13-geologic-format ion-info 

• ••• ••• ••• •• 
• i • • • 
• • • • • 

• • • • • • • • 
• •• •• • • • • 
••• • • • • 



District No.: 08 
W~IINo.: 1 
Total lease Acres: 640 

RAILROAD COMMISSION OF TEXAS 
1701 N. Congress 

P.O. Box 12967 
Austin, Texas 78701-2967 

SECTION II. WELL INFORMATION 
County: Reeves 
API No.: 

Drilling Permit No.: 

Form P-16 
Page 1 

Rev. 01/2016 

DBC0416 

Purpose of FIiing: 

D Drilling Permit Application 
(Form W-1) 

lease Name: Pedro State 9 lease No.: D Completion Report 

Field Name: Ford West (Wolfcamo) Field No.: 31913800 (Form G-l/W-2) 

Flier is the owner or lessee, or has been authorized by the owner or lessee, of all or an undivided portion of the mineral estate under each tract for which filer is listed 
as operator below. For all leases operated by other entities, the number of assigned acres shown are reflected on current Commission records or the tile r has been 
authorized by the current ope rator to change the assigned acreage of that operator as shown below. 

SECTION Ill. LISTING OF All WELLS IN THE APPLIED-FOR FIELD ON THE SAME ACREAGE AS THE LEASE, POOLED UNIT, 

OR UNITIZED TRACT DESIGNATED IN SECTION II ABOVE BV FILER 

RRC ID No. or Well 
H-Horizontal 

Acres 
SWR38 Operator Name and 

Lease No. No. 
D- Directional Lease Name API No. 

Assigned 
Except. Ope rator No. 

V-Vertical (Y/N) (if d iffe rent from filing operator) 

i1 V I ~rn c:1~,,.. Q # 1 120 N 

Total Well Count> 1 < A. Total Assigned Horiz. Acreage 320 < C. Total Assigned Acreage 

< Total Re maining Horiz. Acreage 320 < Total Remaining Acreage 

320 < B. Total As.signed Vert./Dir. Acreage 

320 < Total Remaining Vert./Dir. Acreage 

SECTION IV. REMARKS/ PURPOSE OF FILING (see instructions) 

Attach Additional Pages As Needed. (6) No additional pages D Additional Pages : __ (No. of additional pages) 

:ERTIFICATION: I declare under penalties prescribed in Sec. 91.143, Texas Natural Resources Code, that this report was prepared by me or under my supervision or 
lire io , that I am uthorlzed to make this report, and that the Information contained in this report Is true, correct, and complete to the best of my knowledge. 

Haylie Urias Regulat 
Name and title (type or print) 

P.O. Box 3759 Midland, TX 79702 
Address •• fit·¥,.. st,~, Zip Code 

• ••• • i • • • 
• • • • • 

• • • • • • • • 
• •• •• • • • • 
••• • • • • 

hurias@arcoperating. 
Email (include email addres.s only if you affirmatively 
consent to its public release) 

(432)683-3272 04/05/2017 
Tel: Area Code Number Date: mo. day yr. 
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API I 0 
42-3 8 9-35875 

RAILROAD COMMISSION OF TEXAS FORM W-1 07/2004 

Dnllmg Pcnnn # 
OIL & GAS DIVISION 

825263 Perm it talus: Approved 

WR Excepuon Case/Docket 0 
APPLICATION FOR PERM IT TO DRILL, RECOMPLETE, OR RE- ENT ER 

T/11s / acs11111 /e II'- I ll'as geueroted electro111cally J,-0111 data s11b111111ed to the RRC 
A cen,jica11011 a/the a11tomated data is <Jl'(Jt/able III the RRC's A11st111 office. 

I RRC Opcrmor 0 2 Operator's Name (as sh0\\11 on form P-5. Organ,w uon Report) 3 Operator Address (mcludc s1rcc1, cny, state, 71p) 

036555 ATLANTIC RESOUR CES COMPAN Y , L L C P O BOX 3 7 59 
4 Lease Name 

I 
5 Well 0 M IDLAN D , T X 7970 2 -0 000 

PEDRO S T ATE 9 1 

GENERAL INFORMATION 

6 Purpose or r,lmg (mark A LL appropriate boxes) [xJ ew Dnll 0 Recomple11011 D Reclass D Field Transfer D Re-Em..:r 

[xJ Amended D Amended as Drilled (BII L) (Also File Fo, m W-1 D) 

7 Wellborc Profile (mark ALL appropriate boxes) [xJ Vcn,cal D I lom..ontal (A lso File Form W- 111) Ix] D1recuo11al (A lso File Form W- ID) D S1dc11 ack 

s Total Depth I 9 Do you have 1hc ngh1 10 develop 1he [X] D I 10 Is 1h1s well subJec1 10 1a1ew1dc Ruic 36 (hydrogen sulfide area)'' 1K] Yes D 
1360 0 nuncrals under any ngln-of-wa} ~ Yes 0 0 

SURFACE LOCATION AND ACREAGE INFORMATION 
' I I RRC D1s1nct 0 1 12 Coumy 

1 13 [xJ Land D D D OfTshorc 08 R EEVES 'urfacc Loca11on Bay/Es1uary Inland Waierway 

~ 
~ 14 Tlus well ,s 10 be located 24 miles 111 a S W d1rcc11011 from Orla which 1s the nearest l0\\11 111 thc county of the well sne 

15 Sec11on 

9

116 Block 117 Survey 118 Abs1rac1 No 19 Distance 10 nearest lease lmc 20 umber of conuguous acres m 

59 P SL/ GREEN , 0 R A-2 952 330 n lease. pooled unn. or umll7cd tract 6 4 0 

21 Lease Perpendiculars 330 n from 1he EAST lmc and 330 n from the SOUTH lme 

22 urvey Perpendiculars 330 n from the EAST l me and 3 30 fl from the SO U T H lme 

23 Is 1l11s a pooled u1111? D Yes 1K] No I 24 U11111zat1011 Docket No 1 25 /\re you applying for Substandard Acreage Field? D Yes (auach Fonn W- IA) ~ 0 

FIELD INFORMATION List all fields of anticipated completion including Wildcat. List one zone per line. 
26 RRC 27 Field No 28 Field Name (exactly as shown m RRC records) 29 Well Type 30 Comple11on Depth 31 DISlance 10 Nearest 32 Number of Wells on 
D1s1r1c1 0 Well 111 this Reser\'01r 1h1s lease m 1h1s 

Reservoir 

0 8 90890700 TOYAH , NW (SHA L E) G as W e ll 1360 0 0 .00 1 

08 00018001 WI LDCAT Oil o r Gas W e ll 13600 0 .00 1 

BOTIO MHOLE L OCATIO N INFORMAT IO N is reauired for DIRECTIO NAL . H O RIZONTAL, A ND AMENDED AS D R ILLED PERM IT APPLICAT IO N S (see W -1 D attachment) 

Bf1 1Ili!tll:i !;;{1[li(i i;;;i tf1; 
[FILER Jul 6 , 2017 1 :16 PMJ: The system will not allow me to make this a gas well. Made it an exploratory well for the I cerury that 111torma11011 stmed 1111h1s appliea1ion 1s true anti complete, to the 
system to allow me to submit the amended permit application. System is also checking well as vertical. we are only best of my knowledge 
permitting the directional.; [RRC STAFF Jul 6 . 2017 1:29 PM): The system is still reading that this is a vertical well from the 
previous fil ing. even though it is not. System will not allow the bottom hole location distance of 467' lo be put in the nearest 

H a t l ie U r ia s , Regulato!}'. & Produc tion J u l 06, 2017 lease line box. so the RRC will override Rule 37 to lease line manually. 
Name of !'iler Date subm11ted 

RRC Use Only Dato Valida11011 Tune Stamp Jul 10, 2017 6 53 AM( Current V,·rs1011 ) 
(4 3 2 }253 8 3 1 2 h u r ias@arco Qera tin g .com 

Phone E-mail Address (OPTIONAL) 

Page 1 o f 2 
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Permit tatus: Approved RAILROAD COMMISSION OF TEXAS 
OIL & GAS DIV ISION 

T!,e RRC /,as 1101 (lf)f)ro,·ed 1/11s 
t1pphca11011 011phca11011 or d1sm b1111011 of 

111fo r111a11011 1s at the user's 0 11'11 n sk 
APPLICATION FOR PERMIT TO DRILL, RECOMPLETE, OR RE-ENTER 

1111s Jacs11111/e W-1 ll'as ge11em1ed electro111cally f rom dol(1 s11b111111ed to the RRC. 
A cer11jica11011 of the 01110111r11ed dot(l 1s r11·r11/oble III the RRC's A 11s1111 office 

I KRC Operator o 12 Operator's amc (exactly as shO\,n on form P-5 . Organ,/.,IIIOn Report) 13 Lease Name 

036555 ATLANTIC RESOURCES COMPANY, LLC PEDRO STATE 9 

Lateral Dralnhole Location Information 

5 Field as shown on Form W- 1 WILDCAT (Field# 00018001, RRC District 08) 

6 Section 1 7 Block 
1 8 

SurVC) 

I 
9 Abstract 

9 59 PSL/ GREEN, 0 R 2952 

II Bolton hole Lease Lmc Perpendiculars 

467 ft. from the East line. and 467 ft. from the South 

12 Bollom hole Sunc~ I me Perpendiculars/! 

467 
ft. from the 

East line. and 467 
fl . from the South 

5 Field as sho"n on Forni \V-1 TOYAH, NW (SHALE) (Field# 90890700, RRC District 08) 

6 cct1on 1 7 Block 1 8 
Sun •cy 

I 
9 Abstract 

9 59 PSL/ GREEN, 0 R 2952 

II Bouon hole Lease Lmc Perpendiculars 

467 
ft . from the South hne. and 467 

ft. from the East 

I:! Bollom hole un•q Lme Perpendiculars# 

467 
ft. from the 

South line . and 467 
ft. from the East 

Page 2 of 2 

Form W-1D 07/2004 

Supplemental Di rectional Well In fo rmation 

Perm// • 825263 

A pproved Date: Jul 07, 2017 

14 Well 0 

1 

110 Count) ofOII L 
REEVES 

hne 

hne 

110 County of l311L 
REEVES 

hne 

hne 



05 04 04 03 

08 09 09 10 

BLOCK 59 
PUBLIC SCHOOL LAND SURVEY 

REEVES COUNTY. TEXAS 

A- 2952 

08 09 

17 16 PROPOSED 
SURFACE LOCATION 

EIQar: Coordinate INAD 'BJ) 
X = 1, 169.797.79 
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GROUNDWATER PROTECTION DETERMINATION Form GW-2 

Groundwater Advisory Unit 

I Date Issued: 5 May 2017 GAU Number: 170126 • · 

Attention: ATLANTIC RESOURCES API Number: 

PO BOX 3759 County: REEVES 

MIDLAND, TX 79702 
Lease Name: Pedro State 9 

Lease Number: 
Operator No.: 036555 

Well Number: 

Total Vertical Depth: 12000 

Latitude: 31.482270 

Longitude: -103.948245 

Datum: NAD27 

Purpose: New Drill 

Location: Survey-PSL; Abstract-2952 ; Block-59; Section-9 

To protect usable-quality groundwater at this location, the Groundwater Advisory Unit of the Railroad Commission of 
Texas recommends: 

The interval from the land surface to a depth of 300 feet, and the Rustler from 625 to 1050 feet must be protected. 

This recommendation is applicable to all wells within a radius of 1500 feet of this location. 

Note: Unless stated otherwise, this recommendation is intended to apply only to the subject well and not for area-wide use. 
This recommendation is for normal drilling, production, and plugging operations only. It does not apply to saltwater disposal 
operation into a nonproductive zone (RRC Form W-14). 

This determination is based on information provided when the application was submitted on 04/24/2017. If the location 
information has changed, you must contact the Groundwater Advisory Unit, and submit a new application if necessary. 
If you have questions, please contact us at 512-463-2741 or gau@rrc.texas.gov. 

Groundwater Advisory Unit, Oil and Gas Division 

Form GW-2 P.O. Box 12967 Austin, Texas 78771 -2967 512-463-2741 Internet address: www.rrc. texas.gov 
Rev. 02/2014 

• ••• ••• ••• •• 
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TEXAS GENERAL LAND O FFICE 
GEORGE P. BUSH, COMMLSSIONER 

February 5, 2018 CERTIFIED MAJL: 7016 2070 0000 7391 9875 

Mr. Douglas Prieto 

Chief .Commercial Officer 

Atlantic Resources Company 

300 North Marien.field, Suite 1000 

Midland, TX 79701 

' 

RE: Request to Surface Commingle Oil and Gas Production from weUs Armstrong State #1, GS 

State # 1, Roberts State #1, Brackemidge State 57-44 # 1, Harrison State 56-37 # 1, and Harrison 

State 56-38 # 3ST in Conjunction with RaiJrnad Commission of Texas Commingling Permit 

(Unavailable) in Reeves County, Texas 

Dear Mr. Prieto 

The Texas General Land Office (GLO) has received notification by letter on November 28, 2017 

of your intent to surface com.mingle oil and gas production from the above wells. GLO staff 

have performed an administrative and technical review of your request. 

Based on your failure to file an application as of February 5, 2018, permission to surface· 

commingle the above leases is hereby denied. 

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

512-463-5001 glo.texas.gov 



M r. Douglas Prieto 

February 5, 2018 
Page·#2 

Please be advised that GLO is providing a copy ofthis letter to the Railroad Commission of 

Texas and that any commingling permit granted by them for Exception to Statewide Rules 

(SWR) 26 and/or 27 associated with the above leases may be subject to forfeiture. Furthermore, 

any surface commingling that occurs on the above leases in the absence of GLO permission 

represents a breach of your State leases, and may make the leases subj ect to forfeiture as well. 

If you have further questions, please feel free to contact me at tom.01tiz@glo.texas.gov or 512-

463-5296. 

Sincerely 

Thomas Manuel Ortiz, Ph.D., P .E. 

Pen:oleum Engineer 

TMO/tmo 

cc: Dale Sump, Director of Minerals Audit 

Darlene Williams, Railroad Commission of Texas 



, 
•I 

February 2, 2018 

Mr. Douglas Prieto 

Vice President 

TEXAS GENl:RAl LAND OFFl GE 
GEORGE P. BUSH, COMM LSSJONER 

CERTIFIED MAJL: 7016 2070 0000 7391 9868 

Atlantic Resources Company 
300 North Marien.field, Suite 1000 
Midland, TX 79701 

RE: Request to Smface Commingle Oil and Gas Production from State Mineral Leases 
MF112682; MF112396, MF111869, lv.1.Fl 17754, MFll 7755, MFll 7756, MFJ 17757, 
MFI 17758, MF112451, MF112452, MFI 13664, MF115616, MFll 6656, MFl 18155, 
MFl 17612, MFl 14473, and MFl 16869 (Muddy Waters 30 2H, BB King 321-I, Gateway22 2H, 
Orbison 28 Unit, Johnny Cash 23 Un.it, Gateway 38 2H, State Dagger 37-48 Unit, State·Clark 
38-47 Unit, State Gateway 37-48 Unit, State Pedro 9) in Conjunction with Railroad Commission 
of Texas Commingling Permit (Unavailable) in Reeves County, Texas 

Dear Mr. Prieto 

The Texas General Land Office (GLO) has received notification by Jetter on November 28, '2017 
of your intent to surface commingle oil and gas production from State Mmeral Leases 
MF112682,MF1 12396,MF111869,MF117754,MF117755,MF117756,lvIF1 17757, 

1v1F117758,1v1F11 2451,MF112452,MF113664,N.ff115616,lv1Fl l 6656,MF1 18155, 
MFl 17612, MFl 14473, and MFl 16869 (Muddy Waters 30 2I-I, BB King 321-I, Gateway 22 2H, 

Orbison 28 Unit, Johnny Cash 23 Unit, Gateway 38 2H, State Dagger 37-48 Unit, State Clark 
38-47 Unit, State Gateway 37-48 Unit, State Pedro 9), and to utilize gas lift with off-lease gas on 
the same State Mineral Leases. GLO staff have peiformed an administrative and technical 

review of your request. 

1700 North Congress Avenue, Austin, Texas 78701-14-95 
P.O. Box 12873, Austin, Texas 78711-2873 

512-463-5001 glo.texas.gov 



Mr. Douglas Prieto 

February 2, 2018 . 
Page ff.2 

Based on your failure to file an application as of February 2, 2018, permission to surface 

commingle the above leases is hereby denied. 

Please be advised that GLO is providing a copy of this Jetter to the Railrnad Commission of 
Texas and that any commingling permit granted by them for Exception to Statewide Rules 
(SWR) 26 and/or 27 associated with the above leases may be subject to forfeiture. Furthermore, 
any stuface commingling that occurs on the above leases in the absence of GLO permission · 
represents a breach of your State leases, and may make the leases subject to forfeiture as well. 

If you have f-urther questions, please feel free to contact me at tom.01tiz@glo.texas.gov or 512-

463 -5296. 

Sincerely 

Thomas Manuel Ortiz, Ph.D., P.E. 
Petroleum Engineer 

TMO/tmo 

cc: Dale Sump, Director of Minerals Audit 

Darlene Williams, Railroad Commission of Texas 
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PO Box 3759 
Mid land, TX 79702 

VlA CERTCFIED MACL 

300 North Marienfeld, Suite 1000 
Mid land, Texas 79701 

August 20, 201 8 

RETURN RECEIPT- 7015 1520 0002 8886 0638 
Texas General Land Office 
1700 North Congress A venue 
Austin, Texas 7870 I 
Attn: Susan Draughn 

Re: Shut-In Payment 
Pedro State 9 #1 (APT - 42-389-35875) 
Section 9, Block 59 
PSL Survey, Reeves County, Texas 
MF-116869 

Dear Ms. Draughn: 

P 432.683.3272 
F 432.683.3244 

Pursuant to those O il and Gas Leases by and between the State of Texas, acti ng by and th rough its 
various agents, the Mary Jane McGary Trust, the McGary Living Trust, the McGary Family T rust, the 
Coates Energy T rust, and Coates Energy Interests, Ltd., a Lessors, and the Bellomy Group, as Lessee, 
covering Section 9, B lock 59, PSL Survey, Reeves County, Texas (the "l eases"), Atlanti c Resources 
Company, LLC ("Atlantic" ) hereby tenders shut-in payment for the referenced well. 

Atlantic, as current operator and owner of the Lessee interest in the Leases, is making th is shut-in 
payment because of the lack of a suitable market for produced gas from the referenced wel I. 

Attached please find check number 10299 in the amount of Thi rty-Two Thousand and 0/100 
Dollars ($32,000.00), be ing the required payment amount under Provision 14 of tbe Leases. Additionally, 
please fiod attached the completed Shut-Jn Affidavit required by the General Land Office. 

Should you have any questions or require further clarification, pica c contact me a t 432-253-8330 
or thutt@arcopcrating.com. 

Sincerely, 

A tlantic Resources Co~ 

Name: Travis ult 
Title: Land Manager 



... 

•=iii3DM·.M31iMM•E+l1i;lieW=iihiM•MSi3•ii=i•@i:14sli~iO·,•l•liiM~tJ¥J331Mihi%ii•M3tgGJ7,'f?f 6'iiii-i;l·l,til& 
Atlantic Resources Company, LLC JPMorgan Chase Bank, NA O 1O29 9 

P.O. Box 3759 Dallas, Texas 
Midland, TX 79702 32-61 /1110 10299 

PAY Thirty-two thousand dollars and no cents 
TO THE 
ORDER OF 

Texas General Land Office 
1700 N. Congress Avenue 
Austin, TX 78701 

11•0 •O 2 g g 11• 

• 

• A,tlantic Resources Company, LLC - P.O. Box 3759 - Midland, TX 79702 
, . 
••• 

• .,,, .... To: Texas General Land Office 

. ,• 
1700 N Congress Avenue 
Austin, TX 78701 

· ··~~~~~~~~~~~~~~~~~ 

• ., ; Invoice# I 
•• , 08/16/2018 
• •.' Pedro State 9 #1 

Shut-In Pavment 

••• 
~ . . ... 

•· 

Invoice Amt 
32,000.00 

Vendor Code 
TEX160 

DATE 

08/17/2018 

Check Date 
08/17/2018 

AMOUNT 
$*"32,000.00* 

Check Amount 
"'-$32,000.00 

' .. ; . ' 

010299 
Check Number 

1075-10299 
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Shut-In Affidavit 
Texas General Land Office 
George P. Bush, Commissioner 

1700 North Congress Avenue 
Austin, Texas 78701-1495 

Please respond fully to all applicable questions an this affidavit. Shut-in status may be denied for failure to provide 

information establishing the validity of this request for shut-in status. For a shut-in lease contained within a unit; 

separate affidavits must be submitted for each state lease within the unit. 

State Lease No . MF 116869 Operator Atlantic Resources Company, LLC 

Lease Name Pedro State 9 
Area Tract 

Section 9 Block 59 

State's NRI in Lease: 12.5% 
Unit Name (if appli cable) 

Total Shut-In Due: 

$64,000.00 

Field Name Ford , West (Wolfcamp) 
Part Acres 640 

Survey PSL County Reeves 

State's Unit NRI (if applica ble) 

Explain how payment was calcu lated: 

Leases call for a shut-in payment of $100/acre on 640 
acres currently being held by production and operations 

SHUT-IN PAYMENTS 
Wells must be capable of producing in paying quantities. TAC, Title 31, Part 1, 
Chapter 9, Subchapter C, Rule 9.36, (e) . Affidavit required. 

Reason for Shut-In - Be Specific-(Add page as needed) 

Atlantic Resources Company, LLC ("ARC") fracked the Pedro State 9 #1 ("Pedro") on 
7/18/18. This well was going to be a vertical test of an unproven area . ARC began 
producing commercial rates of around 1,700MCFPD on 7/22/18. 

ARC currently does not have a way to transport the produced gas from the Pedro to a 
suitable market as there are currently no gas pipelines hooked into the well. ARC has 
an agreement in place with a midstream company to lay a gas pipeline to the Pedro but 
it will take several months before we are able to sell gas. 

Explain w hen and how shut-in is expected to be resolved (Add page as needed) 

As stated above, ARC has an existing agreement with a gas purchaser but does not 
currently have a pipeline to transport. The purchaser is working to lay a line to the Pedro 
but it will most likely be several months before we can sell gas. 

1 



• •• • • ••• 

• 
•••• • •••• 

•• • • • • ••• 
• 

• •• • • • • •• 

Add Pages as need for additional wells. 
WELL INFORMATION 

Oo1L (!) GAS 
Well Name: API : RRC: Distll-Leasell 
Pedro State 9 #1 42-389-35875 08 

Pro~rd in Pab Completion Date: Shut-In Date: 

• Yes No 7/18/18 8/2/18 
Provide average daily production rate. 

Define basis for production report (prior or current) from monthly production report or well test data . 

Basis for production report of average: f7l well Test D Monthly Average D RRC Well Test 

GAS l 7 9 0 I OIL ;::.;-
md/d ~9q lU bbls/d 

WATERJ:)ri<o3.50 
bbls/d 

Q o 1L OGAS 
Well Name: I API : I RRC: Distll-Leasell 

Produced in Past : Completion Date: Shut-In Date: 

Qves 0 No 

Provide average daily production rate. 
Define basis for production report (prior or current) from monthly production report or well test data. 

Basis for production report of average: D well Test D Monthly Average D RRC Well Test 

GAS I OIL WATER 

mcf/d bbls/d bbls/d 

Qo1L 0 GAS 
Well Name: I API: I RRC: Oistll-Leasell 

Produced in Past: Completion Date: Shut-In Date: 

()ves () No 

Provide average daily production rate. 
Define basis for production report (prior or current) from monthly production report or well test data. 

Basis for production report of average: Dwell Test D Monthly Average D RRC Well Test 
GAS I OIL WATER 

mcf/d bbls/ d bbls/d 

Qo1L 0 GAS 
Well Name: I API : I RRC: Distll-Leasell 

Produced in Past : Complet ion Date: Shut-In Date : 

Qves Q No 

Provide average daily production rate. 
Define basis for production report (prior or current) from monthly production report or well test data. 

Basis for production report of average: D well Test D Monthly Average D RRC Well Test 
GAS I OIL WATER 

mcf/d bbls/d bbls/d 

2 
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List all producing wells In the same Railroad Commission designated field and Reservoir within 1,000 feet 
of this lease. If there are wells more than 1, 000 feet from the lease, draining the lease, list these also. 
Operator I Lease Name & Well# API I RRC: Distll-Leasell 

RRC Field & Reservoir Name: RRC Field Code: 

Distance I Completion Interval Status 

Operator I Lease Name & Well # API I RRC: Distll-Leasell 

RRC Field & Reservoir Name: RRC Field Code : 

Distance I Comp letion Interval Status 

Operator I Lease Name & Well# API I RRC: Distll-Leasell 

RRC Field & Reservoir Name: RRC Field Code: 

Distance I Completion Interval Status 

Contact for Shut-in : Travis Hutt ---------------
0 per at or's Representative 

Phone: 432-663-3272 Email: thutt@arcoperating.com 

Mailing Address: 3 00 N . Mar i e nfeld, S t e. 1000 , Mi d lan d , T e xas 797 0 1 

l~ert;tyth~~ect 

Signature: Print Name: Travis Hutt 

Title: Land Manager 

?~ 
Sworn and subscribed to before me, the undersigned authority this - ~-J _ ___ day of 

......... ~~43~,1 ........ ci:......______...20 /8 

Not:ilbr' +ti~ 
_YY\ .... '---'-....... 1..._.· r)j~ ~-"-="--'---- County, State of( ,&vr+,/ 

MARY QUINTANA 
My Notary ID # 4103302 
Expires January 9, 2021 

Revised 4/12/2017 

3 
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Susan Draughn 

From: Susan Draughn 
Sent: 
To: 

Tuesday, August 28, 2018 4:43 PM 
'Travis Hutt' 

Subject: RE: Please see the TAC information provided herein 

Thank you Travis, let us know ... 

Susan Draughn I Direct: 512.463.6521 

From: Travis Hutt <thutt @a rcoperating.com> 
Sent: Tuesday, August 28, 2018 4:34 PM 
To: Susan Draughn <Susan.Draughn@GLO.TEXAS.GOV> 
Subject: RE: Please see the TAC information provided herein 

Thank you usan. We wou ld like to re earch thi s i sue a li ttle more. We currently disagree w ith your as ertion that the 
lease has terminated but want to take some time and look into it further . Perhaps a cal l early next v eek would be 
appropriate. Do you mind i f I reach out towards the end of thi week to et something up? 

Travi Hutt 
Land M anager 
Atlantic Resources Company, LLC 
J OO North Marien field Street Suite I 000 
Midland, Texa 7970 1 
Telephone: (432) 683-3272 
Direct: (432) 253-8330 
M obile: (214) 532-8889 
Website: www.arcoperating.com 

From: Susan Draughn <Susa n.Dra ughn@GLO.TEXAS.GOV> 
Sent: Tuesday, August 28, 2018 3:04 PM 
To: Travis Hutt <thutt@arcoperating.com> 
Subject: Please see the TAC inform ation provided herein 

Travis, 

Please see the TAC rule regard ing Dril ling Operation s. I believe this lease is term inated . Let me know if you stil l need a 
meeting. You can also find the TAC rule information on our Energy Business Website under Oi l & Gas/ Leasing/rules for 

Relinquishment Act Leasing (TAC) 

RE: Pedro State operations 
TAC: Title 31/Part 1/Chapter 9/Subchapter C/Rule 9.31(2)- Dri l ling Operat ion 

(2) Dril ling Operation. One drilling operation consists o f all the activities designed and conducted in an effort to obta in 
initia l production from a well. As long as the actual spud date of the wel l occurs w ithin a reasonable time, a drill ing 
operat ion begins when a RRC drilling permit has been obtained and preliminary work, such as grading roads, moving 
equipment, d igging pits or staking locations, has started. A drilling operation continues as long as operations progress in 

1 



a diligent manner toward the completion of that well. One drilling operation ends when lessee obtains product ion in 
paying quantit ies or when lessee abandons efforts to obtain such production. Not w ithstanding the foregoi ng, drill ing 
operations cease the day the well is completed or the da te the complet ion rig is released. 

Susan Draughn, Landman 
Energy Resources/Mineral Leasing I Texas General Land Office 
Direct: 512.463.6521 J Email: susan.draughn@glo.texas.gov 
GLO Website: www.g lo.texas.gov 

2 
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FILED FOR RECORD 
REEVES COUl"-.!TV, TEJiAS 

Nov 02, 2018 at 09:16:00 M./l 

NOTICE OF CONFIDENTIALITY RIGHTS: IF YOU ARE A NATURAL PERSON, YOU 
MAY REMOVE OR STRIKE ANY OF THE FOLLOWING INFORMATION FROM THIS 
INSTRUMENT BEFORE IT IS FILED FOR RECORD IN THE PUBLIC RECORDS: 
YOUR SOCIAL SECURITY NUMBER OR YOUR DRIVER'S LICENSE NUMBER. 

STA TE OF TEXAS 

COUNTY OF REEVES 

RELEASE OF OlL AND GAS LEASE 

§ 
§ 
§ 

T his Relea e of Oil and Gas Lease (this "Release") is made effective as of October 15, 
201 8 (the "E ffective Date") by Atlantic Resources II Interests LLC, whose address is 300 N . 
Marien feld, Ste. 1000, M idland, Texas 7970 I and North Reeves Development LLC, whose address 
is P.O. Box 845, New York, New York 10150 (collectively, "Lessees"). 

- NOTICE IS HEREBY TAKEN OF THE FOLLOWING: 

1. WHEREAS, Lessees are the current owners of record of the Oil and Gas Leases described 
on Exhibit "A" (the "Leases"). 

2. WHEREAS, Lessees desire to release of record all right, title, and interest in the Leases 

as to all depths. 

NOW THEREFORE, for Ten Dollars ($10.00) and other good and valuable consideration, 
the receipt and sufficiency of which is hereby acknowledged, Lessees do hereby relinquish, 
release, and surrender, to the present owners of the mineral estate, all of Lessees' right, title and 

interest in and to the Leases. 

This Release may be executed in any number of counterparts, each of which shall be deemed 
an origi nal inst rument, but al l of which together shall constitu te but one and the same instrument. 

This Release is signed by Lessees as of the date of the acknowledgment below, but is effective 
for all purposes as of lhe Effective Date. 

LESSEES: 

Princed by rrblackweU ,,r. Oct 22, 201B 5 :44 :S£1 FM (77'i0.72103cf2•la.f3S<.klb38eea28::4 648) 

True & Correct Copy of a 
document on file at 
~~eves County Texas, 

, I~e ?· ~orez, County Clerk 
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NORTH REEVES DEVELOPi\ilENT LLC 

ByM~ 

STATE OF TEXAS § 
§ 

COUNTY OF MIDLAND § 

-!1L 
The foregoing instrument was acknowledged before me thisd .t/ day of October .2-P / j , 
by R.A. Jennings, as Chief Executive Officer of Atlantic Resources II [nteresrs LLC, on behalf of 
said company . 

MARY QUINTANA 
My Notary ID # 4103302 
Explros January 9, 2021 

STATE OF NEW YORK 

COUNTY OF NEW YORK 

§ 
§ 
§ 

""' The foregoing instru ment was acknowledged before me this i'i day of October ~O \,' 
by Morgan Blackwell, as Authorized Signatory of North Reeve Development LLC, by Midtown 
Acquisitions GP, LLC, its Manager, on behalf of said company. 

TRAVIS M. TROYER 
Notary Public- , State of New York 

No. 02TR6356925 
Qualified in New York County 

Commission Expires April 1 O, 2021 

Notary Public in and f 
My Commission expi res: _ _ _ _ _ _ _ 

2 

True & Correct Copy of a 
document on file at 
Reeves County Texas, 
Dianne 0 . Florez, County Clerk 
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Exhibit A 

Attached to that certain Release of Oil and Gas Lease, dated effective October 15 , 2018, by Atlantic 
Resources II Interest LLC and North Reeves Development LLC 

Lessor Lessee Date Volume 

The State of Texas, acting by 
and through its agent, McGary The Bellomy 

Livi ng Trust - SPH. Brian 7/30/2014 
McGary, Trustee; Bank of 

Group. LLC 

America, N.A., Agent 

The State of Texas, acting by 
and through its agent, McGary 
Family Trust - Kelly Separate The Bellomy 7/30/2014 

Propeny, Kelly McGary, Group, LLC 
Tru tee; Bank of America, 

N.A., A2ent 

The State of Texas, acting by 
and through its agent, Mary The Bellomy 7/30/2014 

Jane McGary; Bank of Group, LLC 
America, N.i\., Agent 

The State of Texas, acting by The Bellomy 
and through iL~ agent, Coates Group, LLC 

9/16/2014 
Energy Trust 

The State of Texas, acting by The Bellomy 
and through its agent, Coates Group, LLC 

9/16/2014 
Energy Interests, Ltd. 

True & Correct Copy of a 
document on file at 
Reeves County Texas, 
Dianne 0. Florez, County Clerk 
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1098 

1098 

1098 

1112 

11 12 

Page 

715 

726 

737 

462 

475 

Lands Covered 

All of Section 9, Block 59, PSL 
Survey, Reeves County, Texas 

All of Section 9. Block 59, PSL 
Survey, Reeves County, Texas 

All of Section 9. Block 59, PSL 
Survey, Reeves County, Texas 

All of Section 9, Block 59, PSL 
Survey, Reeves County, Texas 

All of Section 9, Block 59, PSL 
Survey, Reeves County, Texas 

Inst t..Jo. 18-18473 
OlA~NE 0. FLORH 
COUl'JTI CLERI\. 

20'i8 Wov 02 at 09:16 P.JJI 
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CERTIFIED TRUE AND CORRECT COPY CERTIFICATE 
STATE OF TEXAS 
COUNTY OF REEVES 
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PO Box 3759 
Midland, TX 79702 

VIA CERTIFIED MAIL 

300 North Marienfeld, Suite 1000 
Midland, Texas 79701 

ovember 27, 2018 

RETURN RECEIPT 7017 2400 0000 7941 2123 
Deborah A. Cantu 
Landman, Energy Re ource 
Texa G enera l Land O ffice 
1700 . Congres A venue 
Room 840 
Austin, Texas 787 1 I 

RE: Cert ified Copy - Release of Oil and Gas 
MF-11 6869 A-E 
A ll Section 9, Block 59, PSL Survey 
Reeves County, Texas 

Dear Mrs. Cantu: 

P 432.683.3272 
F 432.683.3244 

Enc losed is a Certified copy of the Release of Oil and Gas Lease effective October 15, 20 18 ('"the 
Effective Date') by Atlantic Resources II Interests LLC, and North Reeves Deve lopmen t LLC, 
(co llectively, "Lessees") , wherea , Les ees are the c urrent owners of record o f the O il and Ga Lea e 
described on Exhi bit ··A" (the "Leases'") , recorded as Instrument o . 18- 18473, filed of record in Reeve 
County, Texas on November 2, 201 8 recorded in Volume 1680, Page 515. 

If I can be o f fu rther assistance, please fee l free to contact my di rect line at 432-253-8324 or by 
emai l at mquintana@ arcoperating.com. 

Sincerely, 

e ources Holding Co., LLC 

Mary Qu 
Sr. Lease/Di vision O rder Ana lyst 

/mq 
Enc losure 
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