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Scanlab: ___ _ 

Lease Type 
RAL 

Control 
07-110164 

Survey 

Block 

Block Name 

Township 

Section/Tract 

Land Part 

Acres 
Depth Below 

Name 

Lease Date 

Primary Term 

Bonus 

Lease Royalty 

Paid Up 

MF116984 

Basefile County 
091858 REEVES 

T & P Ry Co 

55 

5-5 

32 

SW/4SW/4 

Net: 40.000000 Gross: 40.000000 

Depth Above Depth Other 

NH ENERGY 

7/28/2014 

3 years 

$90,000.00 

0.12500000 

Yes 
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f ~ • .. 
RAL REVIEW SHEET 

...... ! ................................ - .. - .. - .............. - .................................................................. .. 

Working File # : RAL 146822 

Lessor: 

Lessee: 

Tango Resources 

NH [nergy 

LEASE D ESCRIPTION 

County Control # Base File Part 
No 

MF: 

Lease Date: 07/28/2014 

Gross Acres : 40 00 

Net Acres: 40 00 

Sec Block Twp Survey 

Reeves 07-110164 091858 SW/4SW/4 32 55 5-S T & P Ry Co 

TERMS OFFERED TERMS RECOMMENDED 

Primary Term: 3 Years Prim ary Term: 3 Years 

Bonus I Acre: $4,500.00 Bonus I Aero: $4,500 00 

2nd Yr 3rd Yr 4th Yr 5th Yr 2nd Yr 3rd Yr 
Rental I Acre: 

1°,0~:1 Royalty 

COMPARISONS 

Lease No Lessee 

MF11 6790 Ross Nobles 

0.00 

Lease Date Pr imary 
Term 

06/16/2014 3 yr 

Comments: !Paid up........._ 

Approved : 

Monday, September 29, 2014 

I Rental I Acre: 

10::01 
000 

Royalty 

Bonus/Acre Rental/Acre 

$3,250.00 S0.00 0.00 

RAL146822 

UI: Yes 

Abst No 

2154 

4th Yr 5th Yr 

Royalty Distance 

0.250000 0.000000 
North 



"" I RELINQUISHMENT ACT LEASE APPLICATION 

Texas General Land Off ce I 

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

FROM Robert Hatter, Director of Mineral Leasing 

Applicant: NH Energy 

Prim. Term: 3 Years 

Royalty: 0.25000000 

Rental/Acre 2nd Yr: SO 00 

Consideration 
Recommended: 

Not Recommended· 

z: Paid up 

Recommended: 

Not Recommended: 

Comments: 

Louis Renaud. Deputy Commissioner 
Recommended: 

Not Recommended: 

Bill Warnick. General Counsel 
Recommended: 

Not Recommended: 

Lacry !.aiae. Chief Cleek e;;J:.. 
Approved: ~ 

Not Approved: 

3rd Yr· $0.00 

9/29/2014 10.22 34 AM RAL 146822 

Jerry Patterson, Comm1ss1oner 

County: Reeves 

Bonus/Acre: $4,500.00 

4th Yr· $0.00 5th Yr $0.00 

Date· 

Date: 

Date. '7 . ,3 () . /$'-

Date· 

Date· 

Date: 1aL1 /1 ~ 
( l 

1 of 1 



File No . .Mf 11~q5./ .. --· 
(!.Ac.. Q,..,.·u,, <L .. t. -
----:--:--:-__ _ 
Date Filed: 7/i1/i</ -

Jerry E. Patterson, Commi.,,iunct 

ByL-- ----·--

-
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- NN Energy, LLC - ---.... -

-.. 
PAV TOTH 
ORO~ROf 

4925 GreenvUI• Av.., St•. 1100 
OaHas, TX 75206 

I -- ---· 
"Texas General Land Office 

- -- -

. -. --­... -·-. - ::: . -- - -·- --- .. 
~ ........ - ... . --

. 
- . -.. --

1]'16..Te s CSeneral Land~ - :.-= · :,: ·:~:: ·: 
1 /00 N. Congress Ave 
Austin, TX 7.6701 -- .. ---- ·- -

SW/4 of SW/4 Sec 32 oOGMl:. 

11•00 20 3 L. 11' 

NH Energy, UC 

CHASEO -....._"a.- .... H,A._ 
-.O-'DOITI 

9/15/2014 • i 

I $ 60,000.00 j 
DOLLARS I 

~~ 

2034 
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ORDER OF Texas General Land Office 
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- -

.:Toe T~f General Land:offioe 
1700 N:-eon-gress Ave. 
Austin, TX 78701 - -

Me,1:0 -

:- . :.: _:: - : 

--· -- - -
- SW/~of S'W/4 Sec 32 81k 55-S"'Chimney OGML 

11•00 20 3 3 11• 

NH En•rw, L.L.C 

--· ---. --

9/15/2014 1 
i 

-30. 000. oo I 
DOU.AAS J 
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General land Office 
R,qllnqul,t,ment Act Lease Fprrm 
Revtsad, September 1997 

~ustin, mexas 

OIL ANO GAS LEASE 

14-08438 
FILED FOR RECORD 

REEVES COU~TY. TEXAS 
Sep 12, 2014 at 01 :05:00 PM 

11t.eq6Lt A 

THIS AGREEMENT Is made and entered Into this 28th day of -~J_ui~v _____ ,2011 • between the State of Texas, actmg 

by and through Its agent. --... T.;..;A ...... N.,_G .... O'-'A..,_E,..S"'O"'-U""R'-"C ... E .. s .... ._,L=L..,.C'-------------------------------

of 4618 94™ STREET. LUBBOCK. TX 79424 
(Grve Permanent Addre11) 

said agent herein referred to as the owner of the SOii (whether one or more), and "'N,.,_H.uE..,N.:;E ... Bw.G>e:..i..Y.._. L.,L...,Cec...... ________________ _ 

of 4925 Greenville Aye .• Sutte 1100. oauos. Texas 75206 
(G1vo Pormanont Address) 

hereinafter called Lessee. 

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 sotl, hereby grants, leases and lets unto Lessee, for 
the sole and only purpose of prospecting and dnlllng for and producing oll and gas, laying pipe lines, building tanks, storing oil and building power 
stations, telephone Imes 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. 

BLOCK 55, TS S, T & P RR CO SURVEY: 

ABSTRACT #2154 , S.N GENTRY, SECTION 32: SW/4 of the SW/4 of Section 32, Block 55, Township 5 S, T&P Ry Co Survey, Reeves County, Texas; 

contwning _____ 4..,.Q~,QQ...._ ___ acres, more or less. Tho bonus conslderatloo paid for this lease Is as follows: 

To the State of Texas: _ __.,S"'ilcty,...._T.,..howuu"'s""and,...,_""an'"'d._QQ{><>a...z.;]OO"""''s....__ 

Dollars __________ 1-$.._60~ .... 0QQ......_.OO....,l 

To the owner or the soU :._....,.S,,,ixty..._TL.lh.uo.,.u.,.sa,.,nd"""'a.,.nd~QQ{..,.,_...,100..,....·s,___ 

Dollars ______ _.(""'$60........,.0QQ ......... ""oo,.,l 

Total bonus conslderauon _ _:O""nL.!le._Hui.eund=r..,ed.._._Tw.u><Jeowtv.i......I .... bo.,.;u...,s.,,a""'nd,._..o._.nd....,.OOIC><L.Ll.xOO.,,,· .. s __ 
Dollars ______ ...,1$""'12 .. Q....,.OQQ.....,.,..,.QQ,.,l 

The total bonus consideration paid represents a bonus of Four Thousand Flye Hundred and 00/] QQ's 

----------------- Dollars($ 4.500.00 )per acre, on 26.66 net acres. 

s '' • 2. TERM. Subject to the other prov1s1ons In this lease, this lease shall be for a tenn of _ THREE 131 years from 
this date (herein called "pnmary term") and as long thereafter as olf end gas, or either of them, is produced 1n paying quant,hes from sald land As used 
in this lease, the term "produced in paying quantities• means that the receipts from the sale or other authonzed commercial use of the substance(sl 
covered exceed out of pocket operational expenses for the six months last past 

no C rr ct 
opy of 

Or g nal ft ed in 
A ves County 
Clorks Offtc • 



from this date, this lease shall torm1nate, unless on or before such anniversary dato Lessee shall pay or tender to the owner ot the SOii o r to his credit 1n 

tho DIRECT TO LESSOR 

---------------- Bank, at ADDRESS SHOWN ABOVE , 
or its successors (which shall continue as the depository rogardloss of changes 1n the ownership of said land), the amount specified below; In addition, 
Lessee shall pay or tondor to the COMMISSIONER OF THE GENERAL LAND OFFICE OF THE STATE OF TEXAS, AT AUSTIN, TEXAS, a like sum on 
or before said da ta Payments under this paragraph shall operate as a rental and shall cover the pnv,lege of defemng the commencement o f a well for 
one ( 1) year from said date Payments under thas paragraph shall be in the following amounts: 

To the owner of the soil Zero Dou rs And No Cents 

Total Delay Rental Zero Dollars And No Cents 

Dollars (SO_.~oo ________ _ 

In a hke manner and upon hke payments or tenders annually, tho commencement of a well may be further deferred for successive ponods of one (1) 
year each during the primary torm. All payments or tenders of rental to tha owner of tha soil may be made by check or Sight dra ft of Lessee, or any 
asslgnaa of this lease, M d may be delivered on or before the rental paying date If Iha bank designated in this paragraph (or its successor bank) should 
cease to exist, suspend business, liquidate, fall or be succeeded by onolher bank, or fo r any reason fall or refuse to accept rental , Lessee shall not be 
hold In default for failure to make such payments or tenders of rental unhl thirty (30) days after the owner of the soil shall deliver to Lessee a proper 
rocordablo Instrument naming another bank as agent to receive such payments or tenders 

4. PRODUCTION ROYALTIES. Upon productlon of oll 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 CommlSSIOner o f the General Land Office of the State of Texas, at Ausun, Texas, and one-half (1/2) of such royalty to the 
owner of the SOii 

(A) OIL Royalty payable on od, which 1s defined as Including all hydrocarbons produced in a liquid form at the mouth of the well and also as 
all condensate, dlstJllate, and other liquid hydrocarbons recovered from oil or gas run through a separator or othar equipment, as hereinafter provided, 
shall be 1/4 par1 o f the gross production or the market value thereof, at the option of the owner of the soil or the Comm1SS1oner of the General 
Land Office, such value to be determined by 1) the highest posted price, plus premium, If any, offered or pald for oil, condensate, d lsUllate, or other liquid 
hydrocarbons, respectively, of a like typo and gravity In tho genoraJ orea where produced and when run, or 2) the highest mar1<el pnce thereof offered or 
paid In the general area where produced end when run, or 3) the gross proceeds of tho sale thereof, whichever Is the greater Lessee agrees that before 
any gas produced from tho leased premises Is sold, used or processed In a plant, It Wiii be run frae of cost to tho royalty owners through BJ1 dequate oil 
and gas separator of conventional type, or other equipment at laast as efficient, so that all liquid hydrocarbons recoverable from the gas by such means 
will be recovered Tha requirement that such gas be run through a separator or other equipment may be waived, 1n wnting, by the royalty owners upon 
such terms and conditions os they prescnbe. 

(B) NON PROCESSED GAS. Royalty on any gas (tncludtng flared gas), which Is defined as all hydrocarbons and gaseous substances not 
defined as od In subparagraph (A) above, produced from any well on SaJd land (except as provided herein with respect to gas processed In a plant for 
the eX1racllon of gasoline, liquid hydrocarbons or other products) shall be 1/4 pan o f Iha gross productton or Iha market value thereof, at the 
option of the owner o f the soil or the Commissioner of the General Land Office, such value to be based on tho highest market pnce paid or offered for 
gas of comparable quality In the general a rea where produced and when run , or Iha gross price paid or offered to the producer, whichever Is the greater; 
provided that the maximum pressure base In measunng tha gas under this laasa 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 spac,flc 
gravity according to tests made by the Balance Method or by tha most approved method of testing being used by tho industry at the time of testmg 

(C) PROCESSED GAS. Royalty on any gas processed In a gasoline plant or other plant for the recovery of gasohna or other liquid 
hydrocarbons shall ba 1/4 pan of tha residue gas and tha hquid hydrocarbons extracted or the market value thereof, at the option of Iha owner 
o f the soil or the Commissioner of the General Land Office All royalues due herein shall be based on one hundred percent (1 OO'!'o) of lha to tal plant 
producuon of residua gas a ttnbutabla to gas produced from this lease, and on fifty percent (50%), or that percent accruing to Lessaa, whichever Is tha 
greater, of Iha total plant productlon of hqu1d hydrocarbons attnbutable to the gas produced from thts lease; provided that If liquid hydrocarbons are 
recovered from gas processed In a plant In which Lesses (or its parent, subsidiary or affiliate) owns an interest, then the percentage applicable to liquid 
hydrocarbons shall be fifty percent (50°'o) or the highest percent accruing to a third party processing gas through such plant under a processing 
agraemant negotiated at arm's length (or ii there 1s no such third party, the hi ghost percent then being specified In processing agreements or contracts 1n 
tho Industry), whichever Is the greater Tha respacUve royaltJes on residue gas and on liquid hydrocarbons shall be determined by 1) tho highest market 
pnca paid or ottered for any gas (or liquid hydrocarbons) of comparable quality In the general area, or 2) the gross pnce paid or offered for such ras1duo 
gas (or tha weighted average gross s lling price for the respective grades of liquid hydrocarbons), whichever 1s Iha greater. In no event, however, shall 
the royalties payable under lhlS paragraph be lass than the royalbes which would have been duo had the gas not baon processed 

(D) OTHER PRODUCTS. Royalty on carbon black, sulphur or any other products producod or mMufactured from gas (excepting liquid 
hydrocarbons) whether sold gas be ·casinghead," "dry, or any other gas, by frecuonaling. burning or any other processing shall be 1/4 pan o f 
Iha gross production of such products, or the market value thereof at tha option of the owner of tho sotl or the Comm1ss1onar o f the General Land Office, 
such market value to ba determined as follows . 1) on the basis of tha highest market pnco ol each product for the same month in which such product 1s 
produced, or 2) on the basis of the average gross sale pnce of each product fo r tho same month 1n which such products are produced: whichever Is tho 
greater 

1 ru unCI Corr ct 
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5. MINIMUM ROYALTY. Duong any year ofter the exprauon of the pnma,y term of this lease, 11 this lease Is maintaJned by production, the 
royalti89 pald under this loose In no event shall be less than an amount equal 10 the total annual delay rental herein provided, otherwise, there shall be 
due ·and payable on or before the last day of the month succeeding the anniversary date of this lease a sum equal to the total annual rental less the 
amount of royaltles paid during tho preceding year. If Paragraph 3 of this lease does not specify a delay rental amount, then for the purposes of this 
paragraph, the delay rental amount shall be one dollar ($1.00) per acre 

6. ROYAL TY IN KIND. Notwithstanding any other provision In this lease, at any tlme or from time to bme, the owner of the soil or the 
Commissioner of the General land Office may, at the option of etther, upon not less than sixty (60) days nouce to the holder of the lease, require that the 
payment of any royaltles accruing to such royalty owner under this lease be made In kind The owner of the soil's or tho Commissioner of the General 
Land Office's right to take its royalty In kind shall not d1mlmsh or negate the owner of the soel's or the Commtssioner of the General Land Office's rights 
or Lessee's obhgallons, whether express or implied, under this lease 

7. NO DEDUCTIONS. Lessee agrees that all royalties accruing under this lease (1nclud1ng those paid rn kind) shall be without deductlon for 
the cost of producing, gathenng, stonng, separating, treating, dehydrating, compressing, processing, transporting, and otherwise making the oll, gas and 
other products hereunder ready for sale or use. Lessee agrees 10 compU1e and pay royalties on the gross value received, Including any reimbursements 
for severance truces end production related costs 

8. PLANT FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as may represent this lease's proportJonate share of any fuel 
used to process go.s produced hereunder In any processing plant. Notwtlhstandrng any other prov,s1on of this lease, and subject to the wnnen consent of 
the owner of the soil and tho Commissioner of the General Land Olftce, Lessee may recycle gas for gas lrlt purposes on the leased premises or for 
lnjoctlon Into any oil or gas producing formation underly,ng the loased premtses after the hquid hydrocarbons contained 1n the gas have been removed, 
no royaltios shall be payable on the recycled gas until it Is produced and sold or used by Lessee in a manner which enltUes the royalty owners to a 
royalty und r this lease 

9. ROYAL TY PAYMENTS AND REPORTS. All royalties not l.lkon in kind shall be paid lo tho Commissioner of the General land Office 01 

Austin, Texas, ln the following manner· 

Payment of royalty on productJon of Otl and gas shall be os provided in tho rules set forth rn tho Texas Register. Rules currently provide that royalty on oil 
Is due and must be received In the General Land Office on or before tho 5th day of the second month succeeding the month of production, and royalty 
on gas is due nnd must be recetved In the General land Of11ce on or before the 15th day of the second month succeeding the month of productlon, 
accompanied by the attldav,t of the owner, manager or other authorized agent, completed In the lonn and manner prescnbed by the General L..ond Offrce 
and showing the gross amount and disposlbon of all Otl and gas produced and the marl<et value of the Oii and gas, together with a copy of all documents, 
records or reports confirming the gross production, disposition and marl<et value Including gas meter readrngs, pipeline receipts, gas fine receipts and 
other chocks or memorand of amount produced and put into p1polines, t.nnks, or pools and gas Imes or gas storage, and any othor reports or records 
which tho General Land O llice may require to venly the gross production, dlsposltJon and market value In all cases the authonty of a manager or agent 
lo act for the Lessee herein must be hlod In the Gonerul 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 tho amount of royalty being paid on each lease. II Lessee pays 
his royalty on or before thirty (30) days alter the royalty payment was due, then Lessee owes a penalty of S"r. on the royalty or $25 00, whichever 1s 
greater A royalty payment which 1s over thirty (30) days late shall accrue a penalty of 10"/o of the royalty due or $25.00 whichever Is greater In add1Uon 
lo a penalty, royalltes shall accrue Interest at a rate of 12"r. per y$ar; such Interest will begrn to accrue when the royalty 1s stxty (60) days overdue. 
Alfldav,ts nd supporting documents which are not fried when due shall incur a penalty rn an amount set by the General Land Offrce odmin1strat1ve rule 
which Is effective on the date when the aHldav,ts or supporting documents were duo The Lessee shall bear all responsibthty IOI pay,ng or cauSlng 
royalties to be paid as prescnbed by tho due date prov,ded herein Payment of the delinquency penalty shall In no way operate to prohibit tho State's 
nght of torfoituro as provided by law nor act to postpone the date on which royalties were originally due The above penalty provisions shalt not apply in 
cases of UUo dispute as to the State's portlon of tho royalty or to that portlon of tho royalty in dispute as 10 fair marl<ot value 

10. (A ) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually furnish the Comm1SS1oner of the General Land Office 
with Its best possible osttmate of oil and gas reserves underlying thts tease or allocable 10 this lease and shall furnish said Convnlssioner with copes of 
all contracts under whtch gas ts sold or processed and all subsequent greoments and amendments to such contracts within thirty (30) days aft8' 
entenng Into or making such contracts, agreements or amendments. Such contracts and agreements when recetved by the General Land Offrce shall be 
held In confidence by the General Land Offrce unless otherwise authonzed by Lessee. All other contracts and records pertaining to the producbon, 
transportation, sale and mar1<etlng of tho otl and gas produced on sold premises, Including the books and accounts, rec01pts and discharges of all wells, 
tanks, pools, meters, and pfpehnes shall at all times be subject to Inspection and exarn1naUon by the Commissioner of the Generul land Office, the 
Attorney General, tho Governor, or the representative of any of them 

(8) PERMITS, DRILLING RECORDS. Wntten notrce of oll operotlons on this lease shall be submitted 10 the Commissioner of the General 
Land OHlce by Lessee or operator five (5) days before spud date, workover, re·ent,y, tempom,y bandooment or plug and abandonment of any well or 
wells Such wntten notice 10 the Geneml Land Office shall include coptes of Railroad Comm1ss1on forms for appl1catron to dnll. Copies of well tests, 
completion reports and plugging reports shall be supplied to the General Land Office at the bme they are hied With the Texas Railroad Comm1Ss1on All 
apphcabons, permits, reports or other filings that reference this lease or any spec1f1c well on the leased premises and that are submitted to the Texas 
Railroad Commission or any other governmental agency shall include the word "State• 1n the btie Add11Jonally, In accordance with Railroad Comm1SS1on 
rules, any slgnage on the leased premises for the purpose of 1dentifymg wells, tank bananas or other assooated improvements to the land must also 
Include the word "State• Lessee shall supply the Gener I Land Office with any records, memoranda, accounts, reports, cuttings and cores, or other 
lnlormalton relaltve to the operation of the above-descnbed premises, which may be requested by the General Land Office, In add1bon 10 those herein 
expressly provided for Lessee shall hove an eloctncal and/or radioactivity survey made on the bore-hole socbon, from the base of Iha surface Cll54ng to 
the total depth of well, of all wells dnlled on the above de:;cnbed pn1m1ses and shall transmit a true copy of the log of each survey on each well to tha 
General Land Olllce within l11taen (15) days alter the maklng of saJd survey 

(C) PENAL TIES. Lessee shall incur a penalty whenever reports, documents or other matenals are not hied 1n the General Land Oftrce when 
duo The penalty for late fltrng shall be set by the General Land Office adminlstratJve rule which 1s effective on the date when the matonal wt1re due rn 
the General Land Office. 

11. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. II, dunng the pnmary tenn hereof and pnor 10 discovery and 



production of oil or gas on said land, Lessee should drlll a dry hole or holes thereon, or If during the pnmary term hereof and ofter tho discovery and 
ectu~ p1oduct1on of oil or gas frori1 the leased premises such production thereof should cease from any cause, this lease shell not torm1nato if on or 
before the expiration of sixty (60) days from date of completion of said dry hole or cessation of production Lessee commences edd1tional dnlhng or 
reworking operollons thereon, or pays or tenders the next annual deloy rental In the same manner as provided In th s lease If, dunng 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 ettect Without funher operations unlll the expiration of the pnmary term; and tf Lessee hos not resumed 
production In paying quanllties a t the expiration of the primary term, Lessee may maJntaln this lease by conducting additional dnlhng or reworkmg 
operations pursuant to Paragraph 13, using the exp1mtion of tho pnmary 1erm as the date of cessation of produciJOn under Paragraph 13. Should tho first 
well or any subsequent w II dnllod on Iha above descnbed land be completed as a shul-ln oil or gas well wtthln the primary term hereof, Lessee may 
resume paym ent o f the annual rental In tho same manner as provided herein on or before tho rental paying date foilowtng tho e.xplratJon of sixty (60) 
days from the date o l completion of such shu1·ln oil or gas well and upon the fallura to make such payment, this lease shall Ipso facto terminate If et the 
expiration of tho primary term or any time thereafter a shu1-ln oil or gas well ls located on the leased premises. payments may be mado In accordance 
wtth the shu1-ln provisions hereof 

12. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. If, at tho oxptrallon of tho pnmary term, ne thor oil nor gas Is being 
produced on said land, bu1 Lessee Is then engaged in dnlhng or rowortung operations thereon, this lease shall remain In force so long as operations on 
said well o r for dnlltng or reworking of any additional wells are prosecuted In good faith and In workmanhko manner without interruptions totaling more 
than sixty (60) days during any one such operatron, and If they result In tho production o f oil and/or gas, so long thereafter as oil and/or gas Is produced 
In paying quant1tles from said land, or payment of shut-in oil or gas well royalties or compens tory royalues Is made as provided In this lease 

13. C ESSATION, DRILLING, AND REWORKING. If, after tho axpjration of the pnmary term, production of Oii or gas from the leased 
premlSes, niter once obtained, should cease from any cause, this lease shall not temunate If Lessee commences add1llonal dnll1ng or reworking 
operations wtthln sixty (60) days a fter such cessatlon, and this lease shall remaJn In full force and effect for so long as such operations conunue In good 
faith and In workmanlike manner wtthout lnterrupllons totaling more than sixty (60) days If such dnlhng or reworkJng operations result In the productJon 
of oll or g , the lease shall remrun In full force and effect for so long as oil or gas Is produced from the leased premises In paying quantlll s or payment 
of shu1-ln oll or gas well royalties or payment of compensatory royallles Is made as provided herein or as provided by law If the dnlllng or reworking 
operations result In the completion of a well as e dry hole, tha lease Wiii not terminate If the Lessee commences add1ti0nal dnlhng or reworking 
operations within sixty (60) days after the completion of the well as a dry hole, and this lease shall remam in effect so long as Lessee contJnues dnll1ng or 
reworking operations in good faith and In a workmanlike manner Wlthou1 interruptions totaling more than sixty (60) days. Lessee shall give wntten notice 
to the Geneml Land Office Within thlny (30) days of any cessation of producuon 

14. SHUT-IN ROYALTIES. For purposes of thLS paragraph, "well" means any well that has been assigned a well number by tho state ogoncy 
having Jurisdiction over the production of oil and gas. If, at any time after Iha expiration of the pnmary term of o lease that, unul being shut In, was being 
maintained In fo rce and effect, a well capable or producing oll or gas In paying quanUUes Is located on the too.sod premises, but oil or gas Is not being 
produced lor lack of suitable productlon lacihUes or lock of a suitable marl<et, then Lessee may pay os a shut-In oil or gas royalty an amount equal to 
double the annual rental provided In the lease, but not less than $1,200 a year for each well capable of producrng oil or gas 1n paying quanutJoe If 
Paragraph 3 of this lease does not specify a d lay renllll amount, then for the purposes of this paragraph, the delay rental amount shall be one dollar 
($1 00) per acre To be eHectJve, each ln11Jal shut-In oil or gas royalty must be paid on or before (1) the exp1ration of the primary term, (2) 60 days after 
tho Lessee ceases 10 produce oil or gas from the leased premises, or (3) 60 days after Lessee completes a dnll1ng or reworking operation In accordance 
wtth the lease provisions; whichever dato Is latest Such payment shall be mode one-half (1/2) to tho Commissioner of the Geneml Land Office and one· 
holf (1/2) to the owner of the SOii If the shut-In oil or gas royalty Is paid, 1he lease shall be consldored to bo a producing lease and the payment shall 
extend tho term of the lease for a period of one year from the end of tho primary term, or from tho first day of the month following the month In which 
production ceased, and, after tha t, II no suitable production fac1htJes or suitable market for the oil or gas eX1sts, Lessee may extend the lease for four 
more successive periods of one (1) year by pay,ng the same amount each year on or before the explratron of each shut-in year. 

15. COMPENSATORY ROYALTIES. If, dunng the penod the lease IS kept In effect by payment of the shut-rn oll or g royalty, Oii or gas LS 
sold and d ltvered 1n paying quanbt1es from a well located within one thousand (1,000) feet of the leased premises and completed 1n the same producing 
reservoir, or In any case In which dralnage Is occurring, the right to continue to malntaln the loase by paying the shut-In oil or gas royalty shnll cease, but 
the lease shall remain effocllve for the remrunder of the year for which the royalty has been paid The Lessee may molntam the lease for four more 
successive years by Lessee paying compensatory royalty et the royalty rate provided In tho loase of tho market value of production from tho well causing 
the drainage or which Is completed In the same producing reservoir and within one thousand (1,000) feet of the leased premises The compensatory 
royalty Is to be paid monthly, one-half (1/2) to the Commtas1oner of the General Land OfflC9 and one-half (1/2) to the owner of the sod, beg1nnrng 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 thot 1s completed in the 
same producing reservoir and located wtth1n one thousand ( 1,000) feet of the leased premises If the compensatory royalty paid in ony 12-month penod 
1s an amount less than the annual shut 1n otl or gas royalty, Lessee shall pay an amount equal to the difference wtthm th1ny (30) days from the end of the 
12-month period Compensatory royalty payments which are not umely paid wtll accrue penalty and interest In accordance with Paragraph 9 of this 
lease. None of these provisions wtll relieve Lessee of the obligation of reasonable development nor the obligation to dnll ottsat wells as provided In 
Texas Natural Resources Code 52 173, however, a t the determination of the Commissioner, and wtth the Comm1ss1oner's wntten approval, the payment 
of compensatory royalties can satlsly the obllgoUon to drill offset wells 

16. RETAINED ACREAGE. Notw1thstond1ng any provision of this lease to the contrary, after a well producrng or capable of producing oll or 
gas has been completed on tha leased premises. Lasaee shall exercise the d1llgence of a reasonably prudent operator m dnlhng such additional w II or 
v.ells as may be reasonably necessary for the proper development of tho leased prem1:.es and 1n marketrng the producuon thereon. 

(A) VERTICAL. In the event this lease is In force and effect two (2) years alter the exp1ra1Jon date of the pnmary or extondod torm 11 shall then 
terminate es to all o f the loasod premises, EXCEPT (1) 40 acres surrounding each 011 well capable of producing in paying qu nuties and 320 acres 
surrounding e ch g s well capable of producing In paying quanlltles (Including a shut in otl or gas well as provided 1n Paragraph 14 hereof), or a v. II 
upon which Lessee Is then eng god In continuous dnlhng or reworking operatrons, or (2) the number of acres included in a producing pooled ulllt 
pursuant to Texas Natural Resources Code 52.151-52.154, or (3) such greater or lesser number of acres as may than be allocated for producuon 
purpo es to a proration unit for each such producing v.ull under the rules and regulatrons of the Railroad Commission of Texas, or any successor 
agency. or other governmental authonty having Junsd1ct1on II at any time ofter the ettect1ve date of the panral 1orm1natron prov1s100s hereof, tho 
eppllcablo held rules are changed or the well or wells located thereon are reclassified so that less acreage 1s !hereafter allocated to said well or wells lor 



production purposes, this lease shall thereupon terminate as to all acreage not thereafter allocated to said well or wells for production purposes. 
No1V:"thstand1ng the termination of this lease as to a portJon of the lands covered hereby, Lossee shall novertheloss conunue to have the right of Ingress 
to and egress from the lands stlll subject to this lease for all purposes descnbed in Paragraph 1 hereof, togethor w,th easements and rights-of-way for 
exlstlng roads, exlstlng plpollnes and other exlstlng laciliUes on, over end across all tho lands descnbed In Paragraph 1 hereof ("the retained lands"), for 
access to end from the retained lands end for tho gathering or transporta tion o f oil, gas and other minerals produced from the relalned lands 

(B) HORIZONTAL. In the event this lease 1s In force and effeci two (2) years aftor Iha expmllon date of the pnmary or extended term 11 shall 
further terminate o.s to all depths below 1()() feet below the total depth dnlled (here1naltor "deoper depths") In each well located on acreage retained In 
Paragraph 16 (A) above, unless on or before two (2) years after the pnmary or extended term Lessee pays en amount equal to ono-half (1/2) of tho 
bonus originally paid es consideration for this lease (as spec1ned on pago 1 hereof) II such amount Is paid, this lease shall be In force and effect as to 
such d per depths, and said termination shall be delayed for an add1llonol period of two (2) years and so long thereafter as oil or gas Is produced In 
paying quantities from such d eper depths covered by this lease 

(C) IDENTIFICATION AND FILING. The surface acreage retained hereunder as to each well shall, as nearly es pracUcal, be in the form o f e 
square With the well located In the center thereof, or such other shape as may be approved by the Commissioner of the Goneral Land Office W1th1n 
thirty (30) days a lter partJal termination o f this lease as provided heroin, 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 certi fied copy of same, shall be filed in tho General 
Land Office, accompanied by the ming lee prescnbed by the General Lend Olllce rules In effect on the dote the release Is hied II Lessee fails or refuses 
to execute and record such release or releases Within ninety (90) days alter being requested to do so by the General Land Office, then the 
Commissioner at his sole discretion may designate by wntten instrument the acreage end/or depths to be released h reund r and record such 
Instrument at Lessee's expense in the county or counties where the tease Is located end In the offictal records of the General Land Office and such 
designation shall be binding upon Lessee for all purposes 

17. OFFSET W ELLS. Neither the bonus, delay rentals, nor royalties paid, or to be paid, under this lease shall relieve Lessee of his obligation 
10 protoct the oil end gas under the above-doscnbed land from bomg drained Lessee, sublessee, receiver or other eg nt in control of tho leased 
premises shall dnll as many wells as the facts may justify end shall use appropriate means and dnll to a depth necessary to prevent undue drainage of 
oU and g s from the leased premises In addition, II oll and/or gas should be produced In commercial quanuUes Within 1,000 feet of the leased premises. 
or In any case where the leased premises Is being drained by production of 011 or gas. the Lessee. sublessee, recetver or other agent In control of the 
leased promises shall In good lalth begin the drllling of a well or wells upon the leased premises within 100 days ofter the draining well or v. tis or Iha 
well or wells completed w,thin 1,000 feet of the leased prem&Ses start producing In commercmJ quanuues and shall prosecute such dolling With d1llgence 
Fallure to aausly the statutory o ffset obllgauon may subject thtS lease and the owner of the soil's agency nghts to lorfe,ture Only upon the determmauon 
o f the Commissioner ol tho General Land Olflce end With his wntten approval may the payment of compensatory royalty under appltcable statutory 
parameters satisfy the obligation to dri ll en offset well or wells required under thts paragraph. 

18. FORCE MAJEURE. II, alter a good faith effort, Lessee 1s prevented from complying With any express or implied covenant of this lease, 
from conducting dnlllng opem tlons on the leased preml es, or from producing oil or gas from the leased premises by reason o f war, rebellion, riots, 
stnkes, acts of God, or any valid order, rule or regulation of government authority, then while so prevented, Lessee's obilg Uon to comply w,th such 
covenant shall be suspended and Lessee shall not be liable for damages tor !allure to comply With such covenants; add,Uonally, this lease shall be 
extended while Lessee Is prevented, by any such cause, from conducting dnlhng and reworking operations or from producing Oii or gas from the leased 
premises However, nothing 1n this paragraph shall suspend the payment of delay rentals 1n order to malnt.oin this lease In effect dunng the pnmary term 
In the absence o f such drilling or reworlung operations or producllon of 011 or gas 

19. WARRANTY CLAUSE. Tho owner of the SOtl warrants and agrees to defend title to the loosed promises If the owner of the soll defaults 
In payments owed on the loased premises, then Lessee may redeem the nghts of the owner of the sod In the leased prem1Ses by paying any mortgage, 
taxes or o ther liens on the leased premises. If Lessee makes payments on behalf of the owner o f the soil under this paragraph. L•see may recover the 
cost of these payments from the rental and royaluea due the owner of the SOii 

20. (A) PROPORTIONATE REDUCTION CLAUSE. II the owner of the soil owns loss then the entire undllllded surface estate In the above 
described land, whether or not Lessee's interest Is spec1ned herein, then the royalties and rental herein provtded to bo prud to tho owner of the SOii shall 
be paid to him ,n the proportion which his Interest boars to the entire undivided surface estate end the royalties and rental horom provided to bo peld to 
the Commissioner o f the General Land Ollice of the Sta te of Texas shall be hkew,se proporuonately reduced. However, before Lessee adjusts the 
royalty or rental due to the Commissioner of the General Land Office, Lessee or his aulhonzed representatJve must subrmt to the Comm1ss1oner of the 
General Land Office a wntten statement which explains the discrepancy berwe n the Interest purportedly leased under this lease and the actual interest 
owned by the owner of the sod The Commiss,oner of the General Land Office shall be paid the value of the whole productJon allocable to any und1v1ded 
interest no t covered by a lease, less the proportionate development and production cost allocable to such undlVlded interest. However, m no event shall 
the Commissioner of the General lend Office receive es e royalty on the gross producuon allocabio to the und1111ded interest not leased en amount less 
than the value of on&-slxteenth {1/16) of such gross production. 

(8 ) REDUCTION OF PAYM ENTS. If, dunng the pnmary term, o poruon of the land covered by lhts lease 1s included w,thm tho boundaries 
of a pooled unit that has been approved by tho School Land Board and the owner of the soil 1n occordance With Natural Resources Code Sections 
52.151·52.154, or 11, a t any IJme alter the exp1ratlon of the pnmary torm or the extended term, this lease covers a lesser number of acres than the total 
amount descnbed her n , payments that are mode on a per acre basis hereunder shall be reduced eccording 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 dunng the pnmary term shall be 
calculated based upon the number of acres outside the boundanes of a pooled unit, or, 1f ofter tho expi ration o f the pnmary term, the number of acres 
actually retained and covered by this lease. 

21. USE OF WATER. Lessee shall have the nght to use water produced on said lend necessary for operations under this lease except water 
from wells or tanks of the owner o f the SOtl provided, however, Lessee shall not use potable water or water suitable for livestock or 1rngation purposes 
for waterflood operations w,thout the pnor consent of the owner of tho soil 

22. AUTHORIZED DAMAGES. Lessee shall pay the owner o f the SOii for damages caused by its operations to all porsonal property, 
Improvement ... livestock and croPl, on said land 



23. PIPELINE 0 1:PTH. When requested by the owner of the soil, Lessee shall bury its plpel1nes below plow depth 

24. WELL LOCATION LIMIT. No well shall be dnlled nearer than two hundred (200) foot lo any house o, barn now on said premises wtlhout 
tho written consent of the owner o f 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, pollullon of coastal weUands, natural waterways, rivers and impounded water shall be provented by the use of contalrvnent 
faclhUes sufficient to prevent spillage, seepage or ground water contam1na11<>n. In the event of pollution, Lessee shall use all means at Its disposal to 
recapture oll escaped hydrocarbons or other pollutant and shall be responsible for all damage to public and pnvato properties Lessee shall build and 
maintain fences around its slush, sump, and drainage pits and lal'lk batteries so as to protect livestock against loss, damage or Injury; and upon 
completion or abandonment of any well or w lls, Lessee shall hll and level all slush pits and cellars end completely ctoan up the dnlllng site of all rubbish 
theroon. Lessee shall, while conducting operations on the leasod premises, keep said premises free of all rubbish, cans, botUes, paper cups or garbage, 
and upon compleUon of operations shall restore the surface of the land to as near its original condition and contours as Is pracllcable. Tonks end 
equipment wtll be kept palnted and presentable 

26. REMOVAL OF EQUIPMENT. Subject lo limitations In this paragraph, Lessee shall have the nght to remove machinery and fixtures pfacod 
by Lessee on the leased premises, Including the right to draw and remove casing, Within one hundred twunty (120) days after the exp.ration or the 
termination o f this lease unless tho owner of the soil grants Lessee an extension o f this 120-day penod However, Lessee may not remove casing from 
any well capable or producing oil and gas In paying quantities. Add1lJonally, Lessee may not draw and remove casing unut aher thirty (30) days wntten 
notice to the Commissioner o f the General Land Office and to the owner of the soil . The owner or the aoil shall bocome the owner of any machinery, 
fixtures, or casing which are not 11mely removed by Lessee und r the terms or this paragraph 

27. (A) ASSIGNMENTS. Under the conditions contained In tt-..s 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, end the provisions of this lease shall extend to and be binding upon their heirs, devisees, legal 
representalJves, successors and assigns However, a change or division In ownersh p of the land, rentals, or royaJIJos wtll not enlarge Iha obligations of 
Lessee, diminish the rights, PJ1vllages and estates of Lessee, 1mprur the ettectJvenoss of any payment made by Lessee or impair the ettectiveness of any 
act performed by Lessee And no change or dlVlslon In ownership of the land, rentals, or royaJues shall bind Lessee for any purpose unlll thlrty (30) days 
aftor the owner of the sod (or his heirs, devisees, legal representatives or assigns) furnishes the Lessee With aabsfactory wntton evidence of the change 
In ownership, Including tho original rocordod munlments or lllle (or a certified copy of such origmaJ) when the ownership changed because of a 
conveyance. A total or partial assignment of this lease shall, to the extent of tho Interest assigned, relieve and discharge Lessee of all subsequent 
obllgallons under this lease. If this lease Is assigned In Its enllrety as to only part of the acreage, the right and option to pay rentals shall bG apportioned 
as between the several owners retably, according to Iha area of each, and failure by one or more of them to pay his share of the rental shall not attect 
this lease on the part of the land upon which pro rata rentals ere Umety paid or tendered, however, If the assignor or assignee does not flle a certified 
copy of such assignment 1n the G neral Land Office before the next rental pay,ng date, the enure lease ahall terminate for fwture to pay the enllre rental 
due under Paragraph 3. Every assignee shall succeed to all nghts and be aubjoct to all obligations, hob1llties, and penaJIJes owed to the State by the 
original lessee or any prior assignee of the lease, Including any llabil11les Lo the State for unpaid royalties 

(8) ASSIGNMENT LIMITATION. Notwithstanding any provision In Paragraph 27(a), 1f the owner of the 6041 acquires this lease 1n whole or In 
pan by assignment Without the pnor wntten approval of the Commissioner of the General Land Olflce, thts lease ls v04d as of tho IJme of assignment and 
the agency power of the owner may be forfeited by the Commissioner An assignment Wiii be treated as if i t 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 subs1d10ry 1n which the owner of the sod 1s a pnnctpal stockholder or Is an employee of such a corporallon 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 corporatton which ts the owner of the sod: 
(5) a partner or employee In a partnership which Is the owner of the soil; 
(6) a fiduciary for tho owner o f the sod, Including but not hmlted to a guardian, trustee, executor, administrator, recerver, or conservator for tho 
owner of the SOii; or 
(7) a family member o f the owner of the soil or rolatod to the owner of the soil by mamage, blood, or adoption. 

28. RELEASES. Und r the cond11Jons contained in this paragraph and Paragraph 29, Lessee may at any llme execute and deliver to the 
owner of the s041 and place of record a release or releases covenng any portion or portlons of the leased premises. and thereby surrender this tease as 
to such portion or portions, and be relieved of all sub&equent obhgattons as to acreage surrendered If any part of thts tease 1s properly surrendered, the 
delay rental due und r this tease shaJI be reduced by the proportion that the surrendered acreage bears to the acreage whtch wns covered by this lease 
Immediately prior to such surrender; however, such release Wiii not relieve Lessee of any hablhUes which may have accrued under this lease pnor to the 
surrender of such acreage 

29. FILING OF ASSIGNM ENTS ANO RELEASES. If all or any pan of this lease IS assigned or released, such assignment or release must be 
recorded In the county where the land Is s1tuatod, 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 riled 1n the General Land Ottice Within 90 days of the last executton date eccompan1od by the 
prescnbed Ming fee. If any such 11SS1grvn nt Is not so hied, the rights acquired under this lease shall be subject to forfeiture at the opllon of the 
Commissioner of the General Land Office 

30. DISCLOSURE C LAUSE. All provisions pertaining to the tease of the above-<lescnbed land have beon included m this instrument, 
Including the &tatement of the true consideration to be paid for the execution of this lease and the rights and duUes of the parties. Any collateral 
agreements concerning the development of otl and gas from the leased premises which are not contained in this lease render this tease 1nvahd 

31. FIDUCIARY DUTY. The owner of the SOii owes the State a f1ducmry duty and must fully disclose any facts attecllng the State's interest m 
the leased premises When the interests of the owner of the soil conmct wtth those or the State, the owner of tho soll ls obligated lo put the State's 
lnterer.ts before his personal interests 

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



32. FORFEITURE. If Lessee shall fall or refuse to make the payment of any sum Within thirty days after II becomes due, or if Lessee or an 
authonz~ agent should knowingly 'make any false return or lolse roport concerning productJon or dnlhng, or ii Lessee shall fall or refuse to dnll ony 
ollset'well or wells In good lalth as requlrod by law and the rules and regulations adoptod by the Commissioner of the General Land Offtee, or 11 Lessee 
should fall to file reports 1n the manner requlrod by law or frul lo comply with rules ond regulations promulgated by tha General Land Office, the School 
Land Board, or the Railroad Commission, or 11 Lessee should refuse tha proper aulhonty access to the records pertainmg to operations, or If Lessee or 
an authortzod agent should kno1Mngly frul or refuse to give correct Information to the proper aulhonty, or knowingly fall or refuse 10 lurrush lhe General 
Land Office a correct log of any well, or ii Lessee shall knowingly violate ony of the material provisions of this lease, or II this lease 1s assigned and the 
assignment is not filod In the Gonernl Land Offlco as required by law. the nghts acquired under th,a lease shall be subject to forfelturo by the 
Comm1sslonor. and he shall forfeit same when aufflc1ently Informed of the facts which aulhonze a forfeiture, and when forfeited the area shall agaln be 
subject lo lease under the terms of the Rellnqu shment AcL However, nothing herem shall bo construed as Wcllving the automabe termination of this 
lease by operation of law or by reason of any speciol limitation ans1ng hereunder. Forfe11ures may be set aside and this lease and all rights thereunder 
rolnstatod before tho rights of another intervene upon sausfactory ev,denco to the Commissioner of the General Land Office of future complmnce with 
the provisions of the law and o f this lease and the rules and regulations that may be adopted relatJve hereto. 

33. LIEN. In accordance with Texas Natural Resources Code 52.136, lhe State shall have a first hen upon all 041 and gas produced from the 
area coverod by this lease to secure payment of all unpOJd royalty and other sums of money that may become duo under this lease. By acceptance of 
this lease, Lessee grants the State, ln add1llon to the lien provided by Texas Natural Resources Code 52 136 and any other apphcable statutory lien, an 
express contractual lien on and security 1n1erest In all leased minerals ln and extractod from the leased premises, all procoeds which may accrue to 
Lessee from the sale of such leased minerals, whether such proceeds are held by Lessoe or by a thud party, and all fixtures on and improvements to the 
leased promises used In connecllon with the production or processing of such leased minerals In order to secure the payment of all royalues or other 
amounts duo or to become due under this lease and lo secure payment of any damages or loss that Lessor may suffer by reason of Lessee's breach of 
any covenant or cond1Uon of this lease, whether express or Implied This hen and secunty interest may be foreclosed with or without coun proceedings 1n 
the maMer provided ln the Titte 1, Chap. 9 of tho Texas Business and Commerce Code. Lessee agrees that the Commissioner may require Lessee to 
execute and record such lnstrunents es may be reasonably necessary to ecknowtedgo, attach or perfect thlS lien. Lessee hereby represents that there 
are no pnor or supenor liens arising from and relallng to Lessee's acuv,t1es upon tho ebove-descnbed property or from Lessee's ecquts1uon of lhls lease 
Should the Commissioner el any Ume determine that this representation Is not true, then the Commtssionor may declare this lease forforted as provided 
herein 

34. POOUNG. Lessee Is hereby granted the right to pool or unltlze the royalty interest of the owner of the so,I under this lease with any other 
leasehold or mineral Interest for tho exploration, development a.nd production of oil or gas or either ol thorn upon lho same terms as shall be approved 
by tho School Land Board and the Commissioner of the General Land Office for Iha pooling or unluzmg of the interest of tho Stato undor this loose 
pursuant to Texas Natural Resources Codo 52.151-52.154 Tho owner of the SOii agrees that the inclusion of this prov,sion in this lease sauslles the 
execution requirements staled in Texas Natural Resources Coda 52 152 

35. INDEMNITY. Lessee hereby releases and discharges tho State of Texas and the owner of the soll, their officers, employees, partners, 
agents, contrec1ors, subcontrac tors, guests, Invitees, and thetr respecUve successors and assigns, of and from oll ond any acuons and causes of acuon 
of evory nature, or other harm, Including environmental harm, for which recovery of damages ls sought, including, but not limited to, all losses and 
expenses which are caused by tho actJvitles of Lessee, Its officers, employees, end agents arising out of, incidental to, or resultJng from, the operations 
of or for Lossoo on the leased promises hereunder, or that may anso out o f or be occasioned by Lessee's breach of any of the terms or provisions of this 
Agreement, or by any other negligent or slrictly liable ct or omission of Lessee rurther, Lessee hereby agrees 10 be hable for, exonerate, Indemnify, 
defend and hold harmless tho State of Texas and tho owner of the soil, their officers, employees and agents, their successors or assigns, against any 
and all cl ims, llabUIUes, 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 ottomoys' lees and other legal expenses, 1ncludmg those related to 
environmenlal hazards, on the leased premises or 1n any way related to Lessee's failure to comply with any and ell enwonmental laws, those arising 
from or In any way relatod to Lessee's operations or any other of Lessee's ocbvitles on the leasod premises, those artStng from Lessee's use of lhe 
surface of the leased promises; and those that may arise out of or be occasioned by Lessee's broach of any of the terms or provisions of this Agreement 
or any other act or omission o f Lessee, Its dlrectors, officers, employees, partners, agents, contractors, subcorllractors, guests, lnv,teos, and their 
respective successors and assigns Each assignee of this Agreement, or on interest therein, agrees to be liable for, exonerate, indomntfy, defend and 
hold harmless the State of Texas and the owner of tho s041, their officers, employees, and agents in tho same manner provided above In connection with 
tho acuv,tJes o f Lessee, Its olftcers, employees, and agents as descnbed above. EXCEPT AS OTHERWISE EXPRESSL y 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 oll reasonable safeguards to prevent contam1natJon or 
pollullon of any environmenlal medium, Including soll, surface waters, groundwater, sod,ments, and surface or subsurface strata, ambient rur or any 
other environmental medium ln, on, or under, tho leasod premises, by any waste, pollutant, or contaminant. Lessee shall not bnng or permit to remaln on 
tho leased promises any asbestos containing matenals, explosives, tox,c matenals, or substancee regulated as hazardous wastes, hazardous materials, 
hazardous substances (as tho term "Hazardous Substance" ls defined 1n the Comprehonswe Environmental Response, CompensatJon and Uab1hty Ac1 
(CERCL.A), 42 U S C. Sections 9601, et seq ), or tox,c substances under any federal, state or local law or regulallon ("Hazardous Materials"), except 
ordinary products commonly used In connecuon with 0tl and gas exploration and development operatJons and stored in the usual manner and quantJIJes 
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 CLAJMS, DAMAGES, JUDGMENTS, PENAL TIES, LIABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS' FEES AND COURT 
COSTS) CAUSED BY OR ARISING OUT OF (1) A VIOLATION OF THE FOREGOING PROHIBITION OR (2) THE PRESENCE, RELEASE, OR 
DISPOSAL OF ANY HAZARDOUS MATERIALS ON, UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OR 
CONTROL OF THE LEASED PREMISES. LESSEE SHALL CLEAN UP, REMOVE, REMEDY ANO REPAIR ANY SOIL OR GROUND WATER 
CONTAMINATION AND DAMAGE CAUSED BY THE PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER, OR ABOUT 
THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITH THE REQUIREMENTS OF 
APPLICABLE LAW. THIS INDEMNIFICATION AND ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE 
ACTIONS UNDERTAKEN PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGULATION LESSEE SHALL IMMEDIATELY 
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GIVE THE STATE OF TEXAS AND THE OWNER OF THE SOIL WRITIEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS 
PAF\AGRAPH, UPON LE>\RNIN~ OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY 
GOVERNMENTAL AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBLIGATIONS 
OF LESSEE HEREUNDER SHALL SURVIVE THE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF THIS AGREEMENT. 

37. APPLICABLE LAW. This lease Is Issued under the provisions of Texas Natural Resources Code 52171 through 52.190, commonly 
known as tho Rolinqulshmont Act, and other applicable statutes and amendments thereto, and II any provision 1n this loaso does not conform to these 
statutes, tho statutes will prevail over any nonconforming lease prov1s1ons 

38. EXECUTION. This oll end gas lease must be signed and acknowledged by the Lessoe boforo 11 is hied of rocord In the county records and 
In the General Land Office of the State of Texas. Once the hhng requirements found in Paragraph 39 of this lease have be n satlslled, tho ettocuvo date 
o f this lease shall bo the data found on Pago 1 

39. LEASE FILING. Pursuant to Chapter 9 of the Texas Business and Commerce Code, this lease must be hied o f record In the offlca o f tho 
County Clerk In any county In wl,lch all or any part of the leased premises located, and certified cop1os thereof must be hied 1n the General Land 
Offlce This lease Is not effective unlll e certified copy o f this lease (which 18 made end cerulled by tho County Clerk from his records) Is filed 1n tho 
General land Office In accordance with Texas Natural Resources Code 52 183. Add1t1onally, this lease shall not be binding upon the State unless It 
rocitos the actual ond true consideration paid or promtsed for execution of this lease. The bonus due the State and the proscnbed f1hng fee shall 
accompany such certified copy to the General Land Office 

ADDENDUM PROVISIONS · #40 thru t 42 

40. DELAY RENTALS. As sllpulated 1n Paragraph #3 of this lease, the rentals lorlhts lease have been PAID-UP for the second (2111
) and 

third (3"') years of the primary term hereof 

41 . CONTINUOUS OPERATIONS & DEVELOPMENT. Al the expiration of the pnmary term of this lease, Lessee must thereafter develop 
sold land by drilling add1Uonal wells (tho "Additional Wells") thereon without a lapse of more than 180 days between the compleUon of one w II and tho 
commencement of operations for the dnlllng of tho next succeodmg well For purposes of the Add11lonal W ells, a well shall be deemed to be 
commenced when such well Is spudded and tho well shall be deemed to be completed on the day when Lessee releases the dnlllng contractor or tho 
day Lessee removes the completion unit, whichever is tho later date. Upon cessotJon of such continuous development program, this lease and all rights 
hereunder shall exptre as to all that part of sa id land on which there Is not a producing od or gas w II or on which Lessee Is not then dnlhng or reworking 
a well At the end of the continuous dnll1ng obligation, Lel>Se shall select and designate a producing unit around end Including each productng oil or 
gas well or dnlling or reworking well, the area o f such unit lo be limited to and conform with the m1n,mum acreage provided tor or ostabhshod by the 
RoJlroad Commission of Texas tor a proration unit for a producing oil or gas well Such wntten doslgnaUOn s I be hied for record In Pecos County. 
Texas, within 30 days after the end of the continuous dnllfng oblfgabon hereof ~ J ~ dy, it I 

42. MULTIPLE COUNTERPARTS. This lease may be executed 1n mulUple counterparts, each of which, when so executed, shall be doomed 
an onglnal , and all such coun terparts, when taken together, shall conslltute one and the same Instrument. For recordallon purposes, the separate 
signature pages and acknowledgments may be affixed to the body of one origtnal lnstrumont without the noc86Slty of recording each separate 
counterpart in Its enltrety 

43. UNIT DESIGNATIONS. W1th1n thirty (30) days a lter tholr recordallon, Lessee agrees to proVlde Lessor wtth a copy of any applicable unit 
deslgnallon(s) in which this lease has been Included 

44. TITLE OPINIONS. Upon wnllen request, Lessee agrees to furnish Lessor with copjes of any uUe oprnons (whether ong nal, 
supplemental, division ord r. or o therwise) obtained by Lessee covenng all or a port10n of the leased premises. Lessor acknowledges that such tJUe 
opinions shall be used exclusively for Its own benefit and for that of its attorneys and Lessor agreos to keep tho same confidential Lessor 
acknowledges end docs nol expect to receive copies of bile opinions Insofar as such opntons Include trncts of land not covered by thts lease 

45. INFORMATION ANO DATA Upon wnllen request Lessee agrees to proV1de to Lessor, full and complete mlormatt0n obtamod by Lessoe 
With respect to all operations on the leased premises, or on land pooled therewith. and the production of oil hqUtd hydrocarbons, gas end their 
constituent products therefrom, lncludmg, but not hmtled to, etoctncaJ logs, mud or sample logs, results of dnllslem tests, analysis of all cores, pressure 
or fluid tests and ell other Information of very kind or character Lessor acknowledges that any such 1nforma11on and data shall bo used exclusively for Its 
own benehl and Lessor agrees to keep the same confldonllal Ounng the term of thta lease, Lessor and/or Its authonzod representallves shall at all times 
have full nght of Ingress and egress to the leased premises for the purpose of 1nspectmg dnlllng or producing operations 

46. SHUT·IN ROYAL TY. Thts lease may not be malntruned by the payment of shut-in gas royalues as proVlded for 1n Paragrapll No __,ll_ 
of this lease for any one shut-In penod of more than one (1) year, but the nghl to mwntam this lease for such ponod shall be a rocumng nght and may be 
exorcised at any such time and from llme to Ume, whenever Lossoo find II necessary or expedient to shut-In such well or wells, as long es the time for 
such wells to be shut·tn shall not exceed two (2) years 1n tho aggregate. No offset or credit shall be allowed for shut-in gas royalty payments made 
against royalty once actual production commences The payment amount of shut-in royaltlos under Paragraph No 14_ of this lease is hereby 
amended to one hundred dollars ($100 00) per net mineral acre covered by this lease 

47. SURFACE USE: At each stage of Lessee's oporatJons. the site of such operattoos shall be mamllllned In a nOi.lt, clean, orderly, end 
sofa cond111on cs would a reasonable prudent operator Lessee shall fill and level all slush pjls, open holes and other excavauons and repair all motenal 
ruts , roads, or any other portion of tho leased promises which have been tom up or disturbed tn ,ts operauons. such filling and leveling to be done within 
180 (180) days followfng completion o f dnlhng operations for each w II on the leased premises, or upon any 1erm1nauon of this lease (or any portion 
thereof), and in such o manner as substantlally to restore the surface of the leased promises to the some condition as before dnlhng operations were 
begun Lessee shall set surface casing through all fresh water sands designated to be protected by the Texas Railroad Commission and shall cement 
such surface casing below such fresh water sands and above ell salt water sands At such ume as L88See shall plug or abandon any well dnlled 
hereunder (regardless of whether said well was ever produchve), Lessee shall plug and/or abandon aa•d wull as proVlded by tho apphcable rules. and 
shall sever and remove tho surface casing In said well down 10 a point at least three (3) feet below the surface of lhe ground, unless surface owner shall 
have theretofore notified Lessee that surface owner des,res that said well be plugged and/or abandonod tn such manner that same may then or 
subsequently be completed as a water well . 



r 
I 48. NO HUNTING OR FISHING. Neither Lessee, rts successors or assigns, nor its employees, contractors, agents, or representatJVas, 

or anyone on the leased pr mlse• with the permlsslon of or at the lnvttaUon of Lessee, its successors or asS1gns, shall bring firearms onto the leased 
prem1sos or be permitted to hunt or fish on the leased premises 

49. FENCING, LIVESTOCK AND PITS: Upon request o f Lessor, Lessee shall construct a fence (sufflClent to tum cattle) around the 
location of each well site on the leased premises and shall maintain a gate or cattle guard at the entrance of such lance. Lessee Wiii not cut or otherwise 
obtain access through or over any fence or fences situated on, or on any boundary of, the leased premises In connecUon with any operations on the 
leased premises without flrst informing the surface owner or its representative. If Lessee cuts a fence, Lessee agrees, prior to cuttlng such fence, to 
Install comer posts and/or brace the existing fence on both sides o f the proposed cut to the reasonable satisfaction of surface owner or its 
representative . Lessee agrees promptly after making such cut to install and malntaln a cattle guard or gate (of a type and design reasonably satisfactory 
to surface owner), and such gates shall become the property of surface owner upon the flnal termination of this lease. To the extent any gates Installed 
by Lessee are locked, duplicate keys shall be provided to surface owner and Its representatives Lessee agrees promptly to close, and at all llmes to 
keep locked, all gates on the penmeter of the leased premises whtch Lessee, or any agents, servants, employees and/or representallves of Lessee, may 
use In Lessee's operations on the leased premises In order to prevent the passage of livestock through any open gates and to prevent ony unouthonzed 
persons from coming onto the leased promises Lessee shall reimburse surface owner for Its loss or the loss of ,ts tenants or lessees occasioned by 
Lessee's lallure to close or lock any gate All pits, well and wellhead equipment, tanks, compressors, separators, and all other surface Installations and 
equipment of Lessee shall be fenced to prevent the exposure of livestock to any hazardous conditions, and such fences shall be malntaJned by Lessee 
In good condition and repair All pits dug In cultivated farmland shall be sealed or lined, and constructed and malntwned so as to prevent the escape of 
substances and fluids by leakage, seepage, or overflow, ond no fluids, salt water, or other substances Wiii be drained or otherwise escape onto lands of 
surface owner. 

LESSEE 

BY: Joseph Ross Nobles, Managing Member 

Date. j / l l J )L/: 

ST ATE OF TEXAS 

raves Tirey, Member 

lndlVldually and as agen or the State of Texas 

001a_j/ ~ ILo J~ 
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S.TA1c aF ..... IE .... XA""""""S...._ _____ _ (CORPORATION ACKNOWLEDGMENT) 

COUNTY OF ffQCk1g y .l-,.,1 ~ 'It f!-e ~ 
BEFORE ME, tho undeB1gned eulhonty, on this day personally appearJ)t( ,..S 

1 

~wn to me to be lhe person whose name Is subscnbed 

to the loregomg Instruments as MANAGER of TANGO RESOURCES. LLC, and acknowledged to me that ho executed tho same for lhe 

purposes and consldomlJon therein expressed, In the capac1 stated, and as lhe act and doed of said company. 

Gtven u p:e~1,411o1._..~~:.c,~~K::_~'s~~~H1:.1hON!l.:.~~:~-t,- day ol SEPTEMBE"t.1...C ~ 
STATE OF TEXAS ~ 

My eo.....i. &pr. 04-1~2018 Notary Pubhc In and for the Stole of Texas 

STATEOF.IE~XA""-""S"-------­

COUNTY OF DALLAS 

(CORPORATION ACKNOWLEDGMENT) 

BEFORE ME, the undersigned authonty, on this day personally appeared _JO_S_E_P-H~B-O_S_S~N_OB_L_e_s ____________ _ 

known to me to be the person whose name Is subscnbed to lhe foregoing instruments as ..... M .... na=g...,1ng ........ M""e .... m..,be ........ r ------------­
of NH ENERGY. LLC and acknowledged to me that he 

executed the same for the purposes and consldoratlon lhereln expressed, In lhe capacity stoled, end as the act and deed of said oorporatlon 

Given under my hand and seal of office thts lhe l \~day of SEPTEMBER . 

Notary Pubhc In and for lhe State of Texas ® ST>CYL NAU 
~ MY COMMISSION EXPIRES 
~ ()ct)bef 23, 2017 

•"1· 

- - - - - - - - - ---
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General Land Office 
Rallnqulah,.-ant A ct Laaao Form 
ReJind, Septamb.r 1937 

~ustin, mexas 

OIL ANO GAS LEASE 

14...08439 
FILED FOR RECORD 

REEVES COUNTY, TEXAS 
Sep 12, 2014 at 01 :05:00 PM 

THIS AGREEMENT Is made and entered into this 28111 day of __ ,!LJU,clv,__ ____ . 2014 , between the State of Texas, acting 

by and through its agent, CHIMNEY HILL RESOURCES, LLC 

of PO BOX 471732, FORT WORTH, TX 76147 
(Give Permanent Addreu) 

said agent herein referred to as the owner of the soil (whether one or more), end !.!N.,_,H'-"E""-N!.!IEo.1.R.,,G,._Y,..,..,,L.,.L:.cC ________________ _ 

of 4925 Greenville Ave,. Suite 1100, Dallas, Texas 75206 hereinafter called Lessee 
(Gtva Permanent Address) 

1. GRANTING CLAUSE. For and in consideralJon of the amounts staled 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 producmg oil end 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 or the lease, the following lands 
situated in REEVES County, State of Texas, to-wit 

BLOCK 55, T5 S, T & P RR CO SURVEY 

ABSTRACT#2154, S N GENTRY, SECTION 32 SW/4 of the SW/4 of Section 32, Block 55, Township 5 S, T&P Ry Co Survey, Reeves 
County, Texas, 

containing __ ..:..40,... . ...,00.__ __ acres, more or less The bonus consideration paid for thlS lease IS as follows 

To the State or Texas _ __.Jb.J.WJirtv.._.Th...,.,ou.,,,s...,aJ.l.nd.....,_a,..,nd.._00=/...,100..,,...'s.___ 

Dollars ______ _.i.,(SEl,3""0..,.,00""0.,_ . .xOOlttJl 

To the owner of the so11. __ I ... bwiu.ctY1-Jb.......,o..,.u.,.s.ll!Janw,duai!.!n.uoduOOl..,.,__1..,,oo"'-"·s'---

0o11ars ______ _.,(S..,.3""0..,.,000""""""00...,l 

Total bonus conslderat1on _ ...... s ... ixtv=....:..Iwho..,.u,.,.s..,,a Qu,d,1..;a.,.n .... d,._,00/..,.._1,..o.,.o:..,,'S'--­
Oollo ra ----------"($,.,6~0,..,0..,.0.,..0 . .x0.,_0) 

The total bonus consideration paid represents a bonus of ___ .i...F.,,.,ou...,r--1I'-"htxo""us11..1i!1WO..,.d..1.F.JJjv"'ec..1.H.uuwo .... du,redLl<...l!au.ind~OO""/c..1.l.,,.,OO,._'s..__ ____________ _ 

---- ------------ Dollars (S 4,500 00 )per acre, on _ __.J..,.3 .... 3 ... 3 _____ net acres 

2. TERM. Subject to the other prov1s1ons in this lease, this lease shall be for a term or THREE C3l years from 
this date (herein called "pnmary term") and as long thereafter as 011 and gas, or either of them, is produced In paying quanlJUes from said land As used 
in this lease, the term "produced 1n paying quantities· means that the receipts from the sale or other authonzed commercial use of the substance(sl 
covered exceed out or pocket operational expenses for the SlX months last past 
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from this dale, this lease shall terminate, unless on or before such anniversary date Lessee shall pay or tender to the owner of the soil or to his credit In 

the DIRECT TO LESSOR 

Bank, at ADDRESS SHOWN ABOVE , 
or its successors (which shall continue as the depository regardless of changes in the ownership of said land), the amount specified below, in addition, 
Lessee shall pay or tender to the COMMISSIONER OF THE GENERAL LAND OFFICE OF THE STATE OF TEXAS, AT AUSTIN, TEXAS, a like sum on 
or before said dale Payments under this paragraph shall operate as a rental and shall cover the pnv1lege of defemng the commencement of a well ror 
one (1) year from said date Payments under this paragraph shall be in the following amounts 

To the owner of the soil Zero Dollars And No Cents 

Dollars (S,,.0.,.00""---------' 

To the Slate of Texas Zll[DJ~IID~Kl.Jta'9o&i========:aii:eiiiiiiiiiii:jiilG:i:illiiBiiiiii.. __ 
Dollars (S,.,.0..,..00"'---------' 

Total Delay Rental Zero Dollars And No Cents 

Dollars (S.z.0..,.0""0 _______ _ __, 

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

4. PRODUCTION ROYAL TIES. Upon production of oil and/or gas, Lessee agrees lo pay or cause to be paid on&-half (1/2) of the royalty 
provided for In this lease lo the Commissioner of the General Land Office of the Slate of Texas, al Austin, Texas, and on&-half (112) of such royalty lo the 
owner of the soil. 

(A) OIL. Royalty payable on oil, which Is defined as indudlng all hydrocarbons produced 1n a liquid form at the mouth of the well and a lso 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, dlstillate, or other liquid 
hydrocarbons, respectively, of a hke type and gravrty 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 gros.s proceeds of the sale thereof, whichever Is the greater. Lessee agrees that before 
any gas produced from the leased premises is sold, used or processed In a plant, 1t 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 efflClent, so that all liquld 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 wntlng, by the royalty owners upon 
such terms and conditions as they prescnbe 

(B) NO N PROCESSED GAS. Royalty on any gas (including flared gas), which Is defined as all hydrocarbons and gaseous substances not 
defined as oll In subparagraph (A) above, produced from any well on said land (except as provided herein with respect lo gas processed In a plant for 
the extractlon of gasoline, hquld hydrocarbons or other products) shall be 1/4 part of the gross productJon 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 pnce paid or offered for 
gas of comparable quality In the general area where produced and when run, or the gross pnce paid or offered to the producer, whichever Is the greater, 
provided that the maximum pressure base In measunng the gas under this lease shall not at any llme 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 lime of tesbng 

(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, al 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 attnbulable to gas produced from thlS lease, and on fifty percent (50%), or that percent accruing to Lessee, whichever Is the 
greater, of the total plant production of hquld hydrocarbons attnbutable to the gas produced from this lease, provided that if liquid hydrocarbons are 
recovered from gas processed In a plant In which Lessee (or Its parent, subsidiary or affiliate) owns an Interest, then the percentage applicable to hquld 
hydrocarbons shall be fifty percent (50%) or the highest percent accruing to a third party processing gas through such plant under a processing 
agreement negoUaled al arm's length (or if there Is no such third party, the highest percent then being specified In processing agreements or contracts 1n 
the Industry), whichever Is the greater The respectwe 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) or compan1ble 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) OTH ER PRODUCTS. Royalty on carbon black, sulphur or any other products produced or manufactured from gas (excepUng liquid 
hydrocarbons) whether said gas be ·caslnghead," "dry," or any other gas, by fractJonallng , 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 Offioe, 
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 1s 
produced, or 2) on the basis of the average gross sale pnce of each product for the same month In which such products are produced, whichever Is the 
greater. 



5. MINIMUM ROYAL TY. During any year after the expiration of the primary term of this lease, ,r this lease Is maintained by produclJon, the 
royalties P id ,under U)ls lease In no event shall be less than an amount equal to the total annual delay rental herein provided, otherwise, there shall be 
due and payable on or before the last day of the month succeeding the anniversary dato or this lease a sum equal to the total annual rental less the 
amount or royalties paid during the preceding year If Paragraph 3 of thls lease does not speedy a delay rental amount, then for the purposes or this 
paragraph, the delay rental amount shall be one dollar ($1 00) per acre 

6. ROYAL TY IN KIND. Notwithstanding any other provision In this lease, at any time or from time to hme, the owner or the 1011 or the 
Commissioner of the General Lend Office may, at the option or either, upon not less than sixty (60) days noboe to the holder or the lease, require that the 
payment of any royalties accruing to such royalty owner under this lease be made in kind The owner or the soil's or the Comm1Ssloner of the General 
Land Office's right to take Its royalty 1n kind shall not d1mlnrsh or negate the owner or the soil's or the Commissioner or 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 tease (including those paid in kind) shall be without deduclJon ror 
the cost of producing, gathering, storing, separating, treating, dehydrating, compressing, processing, transporting, and othelWlse makmg the oil, gas and 
other products hereunder ready for sale or use. Lessee agrees to compute and pay royalties on the gross value received, 1nciud1ng any reimbursements 
for severance taxes and production related costs 

8. PLANT FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as may represent th1S lease's proportionate share or any fuel 
used to process gas produced hereunder In any processing plant Notwithstanding any other provision of this lease, and subject to the wntten consent of 
the owner of the soil and the Commissioner of the General Land Office, Lessee may recycle gas for gas lrft purposes on the leased premises or for 
Injection Into any oil or gas producing formation underlying the leased premises after the liquid hydrocarbons contained In the gas have been removed, 
no royalties shall be payable on the recycled gas untJI it Is produced and sold or used by Lessee In a manner which entities the royalty owners to a 
royalty under thls lease 

9. ROYALTY PAYMENTS AND REPORTS. All royalUes not taken 1n kind shall be paid to the CommlSSioner of the General Land Office at 
Austin, Texas, In the following manner 

Payment of royalty on production or oil and gas shall be as provided In the rules set forth In the Texas Register Rules currently provide that royalty on 011 

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 or the owner, manager or other authonzed agent, completed 1n the form and manner prescnbed by the General Land Office 
and showing the gross amount and disposition of all oil and gas produced and the market value or the oil and gas, together with a copy or all documents, 
records or reports confirming the gross production. dispos1Uon and market value Including gas meter readings, pipeline receipts, gas hne receipts and 
other checks or memoranda of amount produced and put Into plpehnes, tanks, or pool.s and gas fines or gas storage, and any other reports or records 
which the General Land Office may require to venfy the gross production, d1spos1Uon and market value In all cases the authonty or a manager or agent 
to act for the Lessee herein must be filed In the General Land Office Esch 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 or 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 II penalty of 5% on the royalty or $25 00, whichever ,s 
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 additJon 
to a penalty, royalties shall accrue Interest at a rate of 12% per year; such Interest wtll begin to accrue when the royalty Is sooy (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 adminlstrauve rule 
which Is effectlve on the date when the affidavits or supporting documents were due The Lessee shall bear all responsibility for paymg or causing 
royalties to be paid as prescnbed by the due date provided herein Payment or the delinquency penalty shall in no way operate to proh1b1t the State's 
right or forfeiture as provided by law nor act to postpone the date on which royal!Jes were originally due The above penalty provisions shall not apply In 
cases of title dispute as to the State's portion or the royalty or to that portion of the royalty 1n dispute as to fair market value 

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually furnish the Commissioner of the General Land Offtce 
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 th irty (30) days after 
entering Into or making such contracts, agreements or amendments Such contracta and agreements when received by the General Land Offtce shall be 
held In confidence by the General Land Office unless otherwise authonz.ed by Lessee All other contracts and records pertaining to the productJon, 
transportation, sale and marketing or the 011 and gas produced on said premises, including the books and accounts, receipts and discharges or 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 representatrve of any or them 

(B) PERMITS, DRILLING RECORDS. Written nottce of all operaUons on this lease shall be submrtted to the Comm1s11oner of the General 
Land Office by Lessee or operator five (5) days before spud date, workover, re-entry, temporary abandonment or plug and abandonment of any well or 
wells Such wntten notice to the General Land Office shall Include copies or Retlroad Commission forms for apphcallon to dnll Copies of well tests, 
completion reports and plugging reports shall be supphed to the General Land Office at the lime 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 and that are submitted to the Texas 
Railroad Commission or any other governmental agency shall Include the word "State" In the lltle Additionally, In accordance with Railroad CommlSSion 
rules , any slgnage on the leased premises for the purpose of ldenlrfy1ng wells, tank battenes or other assooated 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 
lnrormatJon relative to the operation of the above-<:lescnbed premises. which may be requested by the General Land Offtoe, 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 or well, of all wells drilled on the above described premises and shall transmit a true copy or the log or 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 fi ling shall be set by the General Land Office administrative rule which II effectwe on the date when the matenals were due in 
the General Land Office 

11. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, dunng the pnmary term hereof and prior to discovery and 



production of oil or gas on sard land, Lessee should dnll a dry hole or holes thereon, or 1f dunng the pnmary term hereof and after the discovery and 
acwal produGtlon of oil or gas from the leased premises such production thereof should cease from any cause, thrs lease shall not terminate rf on or 
before the expiration of sixty (60) days from date of completion of said dry hole or cessatton of production Lessee commences additional dnll1ng or 
reworking operations thereon, or pays or tenders the next annual delay rental In the same manner as provided In this lease If, dunng 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 011 or gas should cease for any cause, 
lessee's nghts shall remain In full force and effect wrthout further operalJOns unltl the expiration of the pnmary 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 dnll1ng or reworking 
operations pursuant to Paragraph 13, using the expiration of the pnmary term as the date of cessation of production under Paragraph 13 Should the first 
well or any subsequent well drilled on the abovo descnbed land be completed as a shut-In oil or gas well within the pnmary term hereof, lessee may 
resume payment of the annual rental In lhe same manner as provided herein on or before the rental paying date follOW1ng 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 pnmary term or any time thereafter a shut-in 011 or gas well is located on the leased premises, payments may be made 1n accordance 
with the shut-in provisions hereof 

12. DRILLING ANO REWORKING AT EXPIRATION OF PRIMARY TERM. If, at the expiration of the pnmary term, neither oil nor gas is being 
produced on said land, but le-&see Is then engaged in drilling or reworking operations thereon, this lease shall remain in force so long as operations on 
said well or for drllllng or reworking of any additional wells are prosecuted in good faith and in workmanlike manner without Interruptions totaling more 
than sixty (60) days dunng any one such operatron, and If they result in the production of 011 and/or gas, so long thereafter as oil and/or gas ts produced 
in paying quantities from said land, or payment of shut-in oil or gas well royalties or compensatory royalties rs made as provided 1n this lease 

13. CESSATION, DRILLING, ANO REWORKING. If, after the exptral1on or the pnmary term, production of oil or gas from the leased 
premises, after once obtained, should cease from any cause, this lease shall not terminate If Lessee commences additional dnlhng 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 dnlhng or reworking operations result in the producuon 
of oil or gas, the lease shall remain In full force and effect for so long as oil or gas is produced from the leased premises 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 dnlhng or reworking 
operations result In lhe complelJon of a well as a dry hole, the lease will not terminate rf the Lessee commences add1ttonal dnlhng or reworking 
operations within sixty (60) days after the completlon of the well as a dry hole, and this lease shall remain 1n effect so long as Lessee continues dnll1ng or 
reworking operatrons In good faith and In a workmanlike manner without interruptions totaling more than sixty (60) days Lessee shall give wntten notice 
to the General Land Office within thirty (30) days of any cessation of production 

1'4. 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 junsdiction over the productJon of oil and gas If, at any tJme after the exp1ratron of the pnmary term of a lease that. untJI being shut in, was being 
maintained In force and effect, a well capable of producrng oil or gas In paying quantities rs located on the leased premrses, but 011 or gas rs not being 
produced for lack of suitable production faetllt1es or lack of a suitable market, then Lessee may pay as a shut-in oil or gas royalty an amount equal to 
double the annual rental provided In the lease, but not less than $1 ,200 a year for each well capable of producing oil or gas In paying quantities If 
Paragraph 3 of this lease does not specify a delay rental amount, then for the purposes of this paragraph, the delay rental amount shall be one dollar 
($1 00) per acre To be effective, each lnrtlal shut-in oil or gas royalty must be pardon or before (1) the expiration of the pnmary term, (2) 60 days after 
the Lessee ceases to produce oil or gas from the leased premises, or (3) 60 days after Lessee completes a dnlhng or reworking operation 1n accordance 
with the lease provisions, whichever date is latesL Such payment shall be made one-half (112) 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 1s paid, the lease shall be considered to be a producing lease and the payment shall 
extend the term of the lease for a period or one year from the end of the pnmary term, or from the first day of the month followrng the month In which 
production ceased, and, after that. If no suitable production fac1lrt1es or suitable market for the oil or gas exlsts, Lessee may extend the lease for four 
more successive periods of one (1) year by paying the same amount each year on or before the expiration of each shut-rn year 

15. COMPENSATORY ROYAL TIES. If, dunng the period the lease 1s kept In effect by payment of the shut-in oil or gas royalty, oil or gas rs 
sold and delivered In payrng quantrties from a well located within one thousand (1,000) feet of the leased premrses and completed in the same produetng 
reservoir, or in any case In which drainage Is occumng, the right to continue to maintain the lease by paymg the shut-in 011 or gas royalty shall cease, but 
the lease shall remain effective for the remainder of the year for which the royalty has been pard The Lessee may maintain the lease for four more 
successive years by lessee paying compensatory royalty at tho royalty rate provided in the lease or the market value of production from the well causing 
the drainage or which is completed In the same producing reservoir and within one thousand (1 ,000) feet of the leased premises The compensatory 
royalty Is to be paid monthly, one-half (112) to the Commissioner of the General Land Office and one-half (112) to the owner of the soil, begrnnrng on or 
before the last day of the month followrng the month 1n which the oil or gas Is produced from the well causing the drainage or that Is completed 1n the 
same producing reservoir and located within one thousand {1,000) feel of the leased premises If the compensatory royalty paid 1n any 12-month penod 
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 obligatJOn of reasonable development nor the obligation to dnll 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 royaltles can satisfy the obligation to dnll offset wells 

16. RETAINED ACREAGE. No1W1thstand1ng any provision of this lease to the contrary, after a well produetng or capable of producing 011 or 
gas has been completed on the leased premises, Lessee shall exeretse the diligence of a reasonably prudent operator 1n dnlllng such addlllonal well or 
wells as may be reasonably necessary for the proper development of the leased premises and 1n merketing the production thereon 

(A) VERTICAL. In the event this lease Is In force and effect two (2) years after the expiration date of the primary or extended term It shall then 
terminate as to all of the leased premises, EXCEPT (1) 40 acres surrounding each oil well capable of produetng 1n paying quantitJes and 320 acres 
surrounding each gas well capable of produetng In paying quantltJes (inciudrng a shut-in 011 or gas well as provided In Paragraph 14 hereof), or a well 
upon which lessee is then engaged In continuous dnlhng or reworking operations, or (2) the number of acres included 1n a producang pooled unit 
pursuant to Texas Natural Resources Code 52151-52.154, 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 authonty having Jurisdiction If at any lime after the effectJve 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 1s 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 
No1W1thsta11dh1g the te.rmlnauon 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 
existing roads, existing pipelines and other existing facilrt1es on, over and across all the lands described 1n 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 dale of the pnmary or extended term 11 shall 
further terminate as to all depths below 100 feet below the total depth dnlled (hereinafter "deeper deplhs1 In each well located on acreage retained In 
Paragraph 16 (A) above, unless on or before two (2) years after the pnmary or extended term Lessee pays an amount equal lo on&-half (112) of the 
bonus originally paid as consideration for this lease (as specified on page 1 hereof) If such amount Is paid, this lease shall be In force and effect as lo 
such deeper depths, and said termination shall be delayed for an addltlonal penod 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 or a 
square with the well located In the center thereof, or such other shape as may be approved by the Comm1sst0ner 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 conta1n1ng a satisfactory 
legal description of the acreage and/or depths not reta ned hereunder The recorded release, or a certified copy or same, shall be filed 1n the General 
Land Office, accompanied by the filing fee prescnbed by the General Land Office rules In effect on the date the release ls filed If Lessee fails or refuses 
to execute and r&e0rd such release or releases within ninety (90) days after being requested lo do so by the General Land Office, then the 
Commissioner at his sole discretion may destgnate by wntten 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 1s located and in the olf1e1al 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 oll and gas under the above-descnbed land from being drained Lessee, sublessee, receiver or other agent in control of the leased 
premises shall dnll as many wells as the facts may Justify and shall use appropnate means and dnll to a depth necessary to prevent undue drainage of 
oil and gas from the leased premises In addition, if oil and/or gas should be produced 1n commercial quantities within 1,000 feel of the leased premises, 
or In any case where the leased premises Is being drained by production of oll or gas, the Lessee, sublessee, receiver or other agent in control of the 
leased premises shall In good faith begin the dnlllng of a well or wells upon the leased premises within 100 days after the draining well or wells or the 
well or wells completed within 1,000 feet of the leased premises start producing In commercial quantities and shall prosecute such dnlling with diligence 
Failure to satisfy the statutory offset obllgallon may subject this lease and the owner of the soil's agency nghts to forfeiture Only upon lhe determination 
of the Commissioner of the General Land Office and with his wnlten 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 1s prevented from complying with any express or Implied covenant of this lease, 
from conducting drilling operations on the leased premises, or from producing oil or gas from the leased premises by reason of war, rebelhon, nots, 
slnkes, acts of God, or any valid order, rule or regulation of government aulhonty, then while so prevented, Lessee's obligation to comply w1lh 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 drtlling and reworking operations or from producing oil or gas from the leased 
premises. However, nothing tn this paragraph shall suspend the payment of delay rentals in order to maintain this lease In effect dunng the pnmary term 
In the absence o f such drilling or reworking operations or production of oil or gas 

19. WARRANTY CLAUSE. The owner of the soil warrants and agrees to defend lltle to the leased premises If the owner of the soil defaults 
In payments owed on lhe leased premises, then Lessee may redeem the nghls of the owner of the soil In the leased premises by paying any mortgage, 
taxes or other liens on the leased premises If Lessee makes payments on behalf of the owner of the soil under lh1s paragraph, Lessee may recover the 
cost of these payments from the rental and royalties due the owner of the soil 

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of lhe soil owns less than lhe entire undtvided surface eslale 1n the above 
descnbed land, whether or not Lessee's Interest is speafied herein, then the royalties and rental herein provided to be paid to lhe owner of the soil shall 
be paid to him In the proportion which hls interest bears to the entire undivided surface estate and the royalties and rental herein provided to be paid lo 
the Commissioner of the General Land Office of the Slate of Texas shall be likewise proportionately reduced However, before Lessee adJusts the 
royalty or rental due to the Comm1ss1oner of the General Land Office, Lessee or his authonzed representative must submit lo lhe CommlSsloner of lhe 
General Land Office a wntten 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 undtvlded 1nteresL However. In no event shall 
the Commissioner of the General Land Office recelVe as a royalty on the gross productJon allocable lo the undtvlded Interest not leased an amount less 
than the value of one--slxteenth (1/16) of such gross production 

(B) REDUCTION OF PAYMENTS. If, dunng the pnmary term, a portion of the land covered by thlS 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 1n accordance wtlh Natural Resources Code Sections 
52.151-52 154, or If, al any IJme after the exp1ral1on of the pnmary term or the extended term, lh1s lease covers a lesser number of acres than the total 
amount descnbed herein, payments that are made on a per acre bastS hereunder shall be reduced according to lhe number of acres pooled, released, 
surrendered, or otherwise severed, so that payments determined on a per acre bas,s under the terms of this lease dunng the pnmary term shall be 
calculated based upon lhe number of acres outside the boundaries of a pooled unrt, or, if after the expiration of the pnmary term, the number of acres 
actually retained and covered by this lease 

21 . USE OF WATER. Lessee shall have the nghl 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 ltveslock or lrngallon 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 



~3. PIPEU~E DEPTH. When requested by the owner of the soil , Lessee shall bury ,ts pipelines below plow depth 

24. WELL LOCATION LIMIT. No well shall be drilled nearer than two hundred (200) feet to any house or barn now on said premises without 
the wntten consent or the owner or the soil 

25. POLLUTION. In developing this area, Lessee shall use the highest degree or care and all proper safeguards to prevent pollution Without 
limiting the foregoing, pollutlon or coastal wetlands, natural waterways, nvers and Impounded water shall be prevented by the use of containment 
faciliUes sufficient to prevent spillage, seepage or ground water contam1nat1on In the event or pollutJon, 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 pnvate properties Lessee shall build and 
maintain fences around Its slush, sump, and drainage pits and tank battenes so as to protect ltvestock against loss, damage or lniury, and upon 
compleUon or abandonment or any well or wells, Lessee shall fill and level all slush pits and cellars and completely dean up the dolling site or all rubbish 
thereon Lessee shall, while conductlng operations on the leased premises, keep said premises free of all rubbish, cans, bottles, paper cups or garbage, 
and upon completion or operations shall restore the surface or the land to as near its onglnal condition and contours as 1s practicable Tanks and 
equipment will be kept painted and presentable 

26. REMOVAL OF EQUIPMENT. SubJed to hmitaltons 1n this paragraph, Lessee shall have the nght to remove machinery and fooures placed 
by Lessee on the leased premises, Including the right to draw and remove casing, w1th1n one hundred twenty (120) days aner the expiration or the 
termination or this lease unless the owner or the soil grants Lessee on extension or this 120-day penod However, Lessee may not remove casing rrom 
any well capable of producing oil and gas In paying quantJUes Addrtionally, 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 or the soil The owner or the soil shall become the owner or any machinery, 
fixtures, or casing which are not tlmely removed by Lessee under the terms of thls paragraph 

27. (A) ASSIGNMENTS. Under the conditions contained in this paragraph and Paragraph 29 or this lease, the nghts and estates or either 
party to this lease may be assigned, 1n whole or In part, and the provisions or this lease shall extend to and be binding upon their heirs, dev1sees, legal 
representatives, successors and assigns However, a change or division In ownership or the land, rentals or royalties will not enlarge the obhgauons of 
Lessee, diminish the nghts, pnv1leges and estates or Lessee, impair the effecllveness or any payment made by Lessee or impair the effecltveness or any 
act performed by Lessee And no change or dtvislon In ownership or 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 representBllves or assigns) furnishes the Lessee with satlsfactory wntten evidence or the change 
in ownership, Including the onginal recorded munimenls or title (or a certified copy of such orig inal) when the ownership changed because or a 
conveyance A total or partial assignment of this lease shall, lo the extent of the Interest assigned, relieve and discharge Lessee of all subsequent 
obligations under this lease If this lease is aulgned in it.a entirety as to only part of the acreage, the nght and option to pay rentals shall be apportioned 
as between the several owners ratably, according to the area or each, and failure by one or more or them to pay his share or the rental shall not affed 
this lease on the part of the land upon which pro rata rentals ere timely paid or tendered, however, if the assignor or assignee does not file a certified 
copy or 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, hablhties, and penallles owed to the Stale by the 
original lessee or any prior assignee of the lease, Including any liabihUes to the State for unpaid royallles 

(B) ASSIGNMENT LIMITATION. Notwithstanding any provision in Paragraph 27(a), If the owner of the soil acquires thlS lease In whole or in 
part by assignment without the pnor written approval or the Commissioner or the General Land Office, this lease is void as or the lime or assignment and 
the agency power or the owner may be forfeited by the Commiuioner An assignment will be treated as if 11 were made to the owner or the soil If the 
assignee is 

(1) a nominee or the owner or the soil, 
(2) a corporation or subsidiary in which the owner or the soil is a pnncipal stockholder or is an employee or such a corporation or subsidiary 
(3) a partnership In which the owner of the soil Is a partner or 1s an employee of such a partnership, 
(4) a principal stockholder or employee of the corporation which 1s the owner of the soil, 
(5) a partner or employee in a partnership which Is the owner or the soil, 
(6) a fiduciary for the owner of the soil, Including but not hmlted to a guardian, trustee, executor, administrator, receiver, or conservator for the 
owner or the soil; or 
(7) a family member or the owner or the soil or related to the owner or the soil by mamage, blood, or adopt10n 

28. RELEASES. Under the conditions contained in this paragraph and Paragraph 29, Lessee may at any lime execute and deliver to the 
owner or the soil and place of record a release or releases covering any portJon or portions or the leased premises, and thereby surrender this lease as 
to such portion or portions, and be relieved or all subsequent obhgalions as to acreage surrendered If any part of thlS 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 lo such surrender; however, such release will not relieve Lessee or any hab1hlles which may have accrued under lhls lease pnor to the 
surrender or such acreage 

29. FILING OF ASSIGNMENTS AND RELEASES. If all or any part or 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 or the 
county In which the Instrument 1s recorded, must be filed 1n the General Land Office within 90 days or the last execution date accompanied by the 
prescribed filing fee. If any such assignment IS not so filed, the rights acquired under thls lease shall be aubject to forfeiture at the option or the 
Commi.ssloner of the General Land Office. 

30. DISCLOSURE CLAUSE. All provisions pertaining to the lease of the above-<lescnbed land have been included In this instrument, 
Including the statement of the true consideration to be paid for the execution of this lease and the rights and duties of the parties Any collateral 
agreements concerning the development of oil and gas from the leased premises which are not contained in this lease render this leasa mvaltd 

31. FIDUCIARY DUTY. The owner of the soil owes the State a fiduciary duty and must fully disclose any facts affectlng the Stata's Interest in 
the leased premises When the interests or the owner of the soil confltct with those or 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 Les~ee shall rail or reruse to make the payment or any sum w1th1n thirty days after rt becomes due, or 1r Lessee or an 
authonzed agent should knOW1ngty make any raise return or raise report concerning production or dnll1ng, or ir Lessee shall ra11 or refuse to dnll any 
offset well or wells In good ralth as required by law and the rules ind regulaUons adopted by the Commissioner or the General Land Office, or If Lessee 
should rail to file reports In the manner required by law or fall 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 operaUons, or If Lessee or 
an authorized agent should knowingly fall or reruse to give correct inronnatlon to the proper authority, or knowingly fall or refuse to rum1sh the General 
Land Office a correct log or any well, or if Lessee shall knowingly violate any or the material provisions or this lease, or If this lease II ass1gned and the 
assignment is not filed In the General Land Office as required by law, the nghts acquired under this lease shall be subJect to rorfeiture by the 
Commissioner, and he shall forfeit same when sufficiently infonned or the facts which authonze a rorferture, and when forfeited the area shall again be 
subject to lease under the tenns of the Relinquishment Act However, nothing herein shall be construed as walVlng the automatic tenn1na!Jon or this 
lease by operaUon or law or by reason of any special hmrtal.Jon anslng hereunder Forfeitures may be set aside and this lease and all nghts thereunder 
reinstated before the nghts or another Intervene upon satisfactory evidence to the Commissioner or the General Land Office or 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 hen 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 or 
this lease, Lessee grants the State, in add11Jon to the lien provided by Texas Natural Resources Code 52 136 and any other applicable statutory hen. an 
express contractual lien on and secunty interest In all leased minerals In and extracted rrom the leased prem1Ses, all proceeds which may accrue to 
Lessee from the sale of such leased minerals, whether such proceeds are held by Lessee or by a third party, and all fixtures on and improvements to the 
leased premises used In connection with the production or processing or such leased minerals 1n order to secure the payment or all royalties or other 
amounts due or to become due under this lease and to secure payment of any damages or loss that Lessor may suffer by reason of Lessee's breach or 
any covenant or condition of this lease, whether express or Implied This hen and secunty interest may be foreclosed with 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 Comm1Ss1oner may require Lessee to 
execute and record such Instruments os may be reasonably necessary to acknowledge, attach or perfect thts lien Lessee hereby represents that there 
are no prior or superior liens arising from and relating to Lessee's act1v1ties upon the above-described property or from Lessee's acquisition of this lease 
Should the Commissioner at any time detenn1ne that thlS representation is not true, then the Commissioner may declare this lease forfeited as provided 
herein 

34. POOLING. Lessee Is hereby granted the nght to pool or unitize the royalty interest or 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 or them upon the same tenns as shall be approved 
by the School Land Board and the Commissioner of the General Land Office for the pooling or unrtlZlng or the interest of the State under this lease 
pursuant to Texas Natura l Resources Code 52 151-52 154 The owner of the soil agrees that the inclusion of this provision in this lease satJsfies the 
execution requirements stated in Texas Natural Resources Code 52 152 

36. INDEMNITY. Lessee hereby releases and discharges the Slate or Texas and the owner or the soil, their off,cers, employees, partners, 
agents, contractors, subcontractors, guests, Invitees, and their respective successors and assigns, of and from all and any actions and causes or action 
of every nature, or other hann, including environmental hann, ror which recovery or damages lS sought, including, but not limited to, all losses and 
expenses which are caused by the acbv1ties of Lessee, its officers, employees, and agents ansmg out of, incidental to, or resulting from, the operations 
of or for Lessee on the leased premises hereunder, or that may arise out of or be occasioned by Lessee's breach of any of the terms or prov1s1ons 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 hannless the Stale or 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 (1nclud1ng death), costs and expenses, or other hann for which recovery or damages 
Is sought, under any theory Including tort, contract, or stnct liability, Including attorneys' fees and other legal expenses, Including those related to 
environmental hazards, on the leased premises or In any way related to Lessee's rallure to comply with any and all environmental laws, those ans1ng 
rrom or In any way related to Lessee's operations or any other of Lessee's ac!Jv1t1es on the leased prem1Ses, those ansing from Lessee's use of the 
surface or the leased premises, and those that may arise out or or be occasioned by Lessee's breach of any of the tenns or provisions or this Agreement 
or any other act or omission or Lessee, Its directors, officers, employees, partners, agents, contractors, subcontractors, guests, 1nv1tees, 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 hannless the State or Texas and the owner of the soil, their officers, employees, and agents m the same manner provided above in connection with 
the act1v1bes of Lessee, Its officers, employees, and agents as descnbed above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF 
THE INDEMNITY OBLIGATIONS AN DIOR 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, tho leased premises, by any waste, pollutan~ or contaminant Lessee shall not bnng or penn1t to remain on 
the leased premises any asbestos containing matenals, explosives, toXJc materials, or substances regulated as hazardous wastes, hazardous materials. 
hazardous substances (as the tenn "Hazardous Substance• 1s defined 1n the Comprehensive Environmental Response, Compensation and Llab11tty Act 
(CERCLA), 42 U S C Sections 9601, et seq ), or toxic substances under any federal, stale, or local law or regulallon ("Hazardous Matenals"), except 
ordinary products commonly used In connection with 011 and gas exploration and development operations and stored In the usual manner and quantJt1es 
LESSEE'S VIOLATION OF THE FOREGOING PROHIBITION SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND 
LESSEE SHALL INDEMNIFY, HOLD HARMLESS ANO DEFEND THE STATE OF TEXAS ANO THE OWNER OF THE SOIL FROM ANO AGAINST 
ANY CLAIMS, DAMAGES, JUDGMENTS, PENAL TIES, LIABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS' FEES AND COURT 
COSTS) CAUSED BY OR ARISING OUT OF (1) A VIOLATION OF THE FOREGOING PROHIBITION OR (2) THE PRESENCE, RELEASE, OR 
DISPOSAL OF ANY HAZARDOUS MATERIALS ON, UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OR 
CONTROL OF THE LEASED PREMISES. LESSEE SHALL CLEAN UP, REMOVE, REMEDY AND REPAIR ANY SOIL OR GROUND WATER 
CONTAMINATION AND DAMAGE CAUSED BY THE PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER, OR ABOUT 
THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITH THE REQUIREMENTS OF 
APPLICABLE LAW. THIS INDEMNIFICATION AND ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE 
ACTIONS UNDERTAKEN PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IMMEDIATELY 



GIVE THE STATE OF TEXAS AND THE OWNER OF THE SOIL WRITIEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS 
PA~AGRAPI-I , ,UP.ON LEAR NING OF THE PRESENCE OF ANY HAZARDOUS MATERJALS, OR UPON RECEIVING A NOTICE FROM ANY 
GOVERNMENTAL AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. T HE 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 Relfnqulshment Ad , and other applicable statutes and amendments thereto, and if any provision ,n this lease does not conform to these 
statutes, the statutes will prevail over any nonconforming lease provisions 

38. EXECUTION. This 011 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 effectrve 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 flied or recoro 1n the offl08 of the 
County Cler1< In any county In which all or any part of the leased prem1Ses is located, and certified copies thereof must be filed In the General Land 
Office This lease Is not effective untll a certified copy of this lease (which Is made and certified by the County Cler1< from his records) 1s filed in the 
General Land O ffice In accordance with Texas Natur81 Resources Code 52 183. Additionally, thlS lease shall not be binding upon the State unless It 
recites the adual and true consideration paid or promised for execution of this lease The bonus due the State and the prescnbed filing fee shall 
accompany such cert11led copy to the General Land Office 

ADDENDUM PROVISIONS - #40 lhn/ #42 
b 

40. DELAY RENTALS. As stipulated in Paragraph #3 of this lease, the rentals for this lease have been PAID-UP for the second (2.,.) and 
third (3111

) years of the primary term hereof 

41 . CONTINUOUS OPERATIONS & DEVELOPMENT. At the expiration or the pnmary term of thrs lease, Lessee must thereafter develop 
said land by drilling additional wells (the "Additional Wells") thereon without a lapse of more than 180 days between the completion of one well and the 
commencement of operations for the dnlllng of the next succeeding well For purposes of the Additional Wells, a well shall be deemed to be 
commenced when such well is spudded and the well shall be deemed to be completed on the day when Lessee releases the dnlhng contractor or the 
day Lessee removes the completion unit, whichever Is the later date Upon cessation of such continuous development program, this lease and all nghts 
hereunder shall expire as to all that part or said land on which there Is not a producing oil or gas well or on which Lessee Is not then dnll1ng or reworking 
a well At the end of the continuous drilling obligation. Lessee shall seled and designate a producing unrt around and including each producing oil or 
gas well or dnlllng or reworking well, the area of such unrt to be lmited to and conform with the m1nrmum acreage provided for or established by the 
Railroad Commission of Texas for a proration unrt for a producing oil or gas well Such written designatJon shall be filed for recoro In Pecos County, 
Texas, within 30 days after the end of the continuous dnlhng obltgaUon hereof 

42. MULTIPLE COUNTERPARTS. This lease may be executed 1n mulllple counterparts, each of which, when so executed, shall be deemed 
an original, and all such counterparts , when taken together, shall constitute one and the same Instrument For recordation purposes, the separate 
signature pages and acknowledgments may be affixed to the body of one original Instrument without the necessity of recoroing each separate 
counterpart In its entirety 

43. UNIT DESIGNATIONS. Within thirty (30) days after their recordation , Lessee agrees to provide Lessor w ith a copy of any applicable unit 
deslgnallon(s) In which this lease has been included 

44. TITLE OPINIONS. Upon wntten request, Lessee agrees to furnish Lessor with copies or any trlle opinions (whether original. 
supplemental, division order, or otherwise) obtained by Lessee covenng all or a portion of the leased premises Lessor acknowledges that such title 
opinions shall be used exclusively for its own benefit and for that of rts attorneys and Lessor agrees to keep the same confidential Lessor 
acknowledges and does not expect to receive copies of title opinions Insofar as such opinions include tracts of land not covered by this lease 

45. INFORMATION AND DATA. Upon wntten request, Lessee agrees to provide to Lessor, full and complete information obtained by Lessee 
with respect to a ll operations on the leased premises, or on land pooled therewith, and the production of oil, liquid hydrocarbons, gas and their 
constrtuent products therefrom, Including, but not hmrted to, electrical logs, mud or sample logs, results of dnllstem tests, analysis of all cores. pressure 
or nuld tests and all other Information of very kind or character Lessor acknowledges that any such lnformauon and data shall be used exclusrvely for rts 
own benefit and Lessor agrees to keep the same confidential During the term of this lease, Lessor and/or Its authortz.ed representatives shall st all ttrnes 
have full nght of Ingress and egress to the leased premtses for the purpose of Inspecting dnlling or producmg operations 

46. SH UT-IN ROYAL TY. This lease may not be maintained by the payment or shut-in gas royalties as provided for in Paragraph No _1_4_ 
of this lease for any one shut-In period of more than one (1) year, but the nght to maintain thts lease for such penod shall be a recumng nght and may be 
exercised at any such lime and from lime to time, whenever Lessee find It necessary or expedient to shut-in such well or wells, H long as the time for 
such wells to be shut-In shall not exceed two (2) years In the aggregate No offset or credit shall be allowed for shut-in gas royalty payments made 
against royalty once actual production commences The payment amount of shut-In royalties under Paragraph No. ___.1L of this lease Is hereby 
amended to one hundred dollars ($1 00 00) per net mineral acre covered by this lease 
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LESSEE . .... 

BY Joseph Ross Nobles, Managing Member 

Date. 1/ I/ {ll( 

• LLC, By Thomas L Lacy, Jr . President 

STATE OF ..._TEXA.....,._.,S...._ _____ _ (CORPORATION ACKNOWLEDGMENl) 

COUNTYOF~IA~B~BA ......... NT ......... ____ _ 

BEFORE ME, the undersigned authonty, on this day personally appeared THOMAS L LACY. JR known to me to be the person 

whose name Is subscnbed to the foregoing Instruments as PRESIDENT or CHIMNEY HILL RESOURCES. LLC. and acknowledged to 

me that he executed the same for the purposes and consideration therein expressed, ,n the capae1ty slated, and as the ad and deed of said company 

~ 
Given under my hand and seal of office this the __..___ day of SEPTEMBER , 2014 

STACY L THOMAS 
Notary Public 

STATE OF TEXAS .~~ 
My Comm Eltp Oct 10, 2015 

STATE OFTEXA ................ s'------­
COUNTY OF~ 

(CORPORATION ACKNOWLEDGMENT) 

BEFORE ME, the undersigned aulhonty, on this day personally appeared ,..JOx...SE,.,P .... H ........ R,.,.O'-"S""S'-'N""O><.B:cL,,,E..,S.,__ ____________ _ 

known to me to be the person whose name Is subscribed to the foregoing Instruments as :.:.M...,a,.,,na...,g..,,,n""guM~emcux;be,...r _____________ _ 

or NH ENERGY. LLC and acknowledged to me that he 

executed the same for the purposes and consideration therein expressed, in the capacity slated, and as the act and deed of said corporation 

Given under my hand and seal of office this the \ \ ~ day of _iS,2JE;.tc:'..l~L!;l~!stt::~~~ 

STACYL NAU Notary~Texas. 

I 

MY COMMISSION EXPIRES Inst No. 14-08439 
October23, 2017 OlANNE O FLOREZ 

COUNTY CLERK 
14 Se 12 al 01 · 5 PM 

E O NT , E 
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I· ebruary 18, 2015 

Joseph Nobles 
Nil Lnergy, LL C 
4925 Greenvill e, uitc 1100 
Dallas, Texas 75206 

Re: tn te Len MF 1169 4 

Dear Mr Nobles. 

TEXA G N RAL LAND FF I CE 
C.rORC,[ r BUSH COMMl'iSION[R 

Two Relinquishment Act Leases described on Page 2 hereof 
Covering 40 ac.. ec. 32, Blk 55, T-5, T &PR) Co urvey, 
Reeves County, TX 

The certified copies of the Relinquishment Act leases covering the referenced tract have been approved and 
filed m our records under Mineral File numbers as set out on Page 2. Pl a r fer to th numb rs " hen 
making pn ,m nt to the tate and in all future corr pondence con erning th lea es. Failure lo 
in lud th min rnl fil num b rs mn deln pro ing of nn pa ments lo" nrd the le:i 

There are several contractual and statutory responsibilities for the Lessee which are material provisions of the 
lease as outl ined in the agreement such as ect1on I O(B) which requires submission of written nouce for all 
drilling, production and related acti, it1es When fonns are filed with the Texas Railroad Commission, they 
are required to be submitted to the General Land Office as well faamples are W-1, Application to Drill, W-
2, Oil Well Completion Report and Log; G-1, Gas Well Completion Report and Log; W-3, Plugging Report, 
G-5, Gas Well Classification Report; G-10, Gas Well tatus Report; W-10, Oil Well talus Report; W-12, 
lnclmat1on Report, electric logs; dircct1onal surveys. 

Chapter 52 of U1e Texas Natural Resources Codes specifies tha1 the surface owner's right to receive a portion 
of U1e revenues generated b) the lease shall be in lieu of all damages lo the soil . Therefore, an) pa) men ts 
made for surface use or damages other than the authon,ed damages set out 111 U1t: k:ase form must be shared 
equall) with U,e state 

Your rem1llances are set out on Page 2 and have been applied to the State's portion of the cash bonus. Ln 
addition, we are Ill rec.e1pt of your process mg and filing fees 

Sincerely yours, 

Deborah A Cantu 
Mineral Leasing, l::.nergy Resources 
(512) 305-8598 
deborah cantu1g1glo te as gov 

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

512-463-500 I glo tcxa~ gov 



.. 
State Lease No. Lessor as agent for State of TX 

MFI I 6984A Tango Resources 

MFI 169848 Chimney Hill Resources 

Dated 

07/28/14 

07/28/14 

Recorded Vol/Page 

14-08438 

14-08439 

Bonus Amount 

$60,000.00 

$30,000.00 



file No. MP)lt.'!8</ 

i=;..,.._\ L~ . Coun 

Date Filed: L /1 e. /IS 
Il}~eorge P. Bush, Commissioner 
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March 3, 2015 

Kelly Tullis 
Arns Petroleum Corporation 
950 17th Street, Suite 1050 
Denver, Colorado 80202 

RE: CLO Assignment ID# 9278 

Dear Ms. Tullis, 

The General Land Office received the following instrument(s) and has filed them in the 
appropriate files. 

Assignment of Oil and Gas Leases 1s effective September 17tll, 2014 from NII 
Energy, LLC, as assignor, to Arns Delaware LLC, as assignee. As filed for 
record in Reeves County, in volume 1114, page 382. 

Please see attached "Exhibit A" for reference. Filing fees of $50.00 were received in 
connection with the above assignment. Please feel free to contact me tf you have any 
questions. 

Best Regards, 

Alberto Amesquita 
Mineral Leasing 
Energy Resources 

Stephen F. Austin Build1ni:, · POO North Congress Avenue · Austin, Texas 78701- 1495 

P.O. Box 12873 · Aus1111, Texas 73711 2873 

512.463.5001 · 800.998.4GLO 

glo. texas.gov 
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December 15. 20 14 

Genera l Land fficc o r I c:\as 
P.O. Box 12873 

u tin, TX 7 7 11 -2873 

ttn: Energy Re ource . 

RE: ssignments or GLO Leases 
• ection 62. Block 4. 1 l&G RR Co . .'") · 

ec lion 32. Blad . 55. I 5S. I &P RR Co . , ) . 
ection 2. Block 72. P. L .·,). 

Reeves aunt). I 

Dear irs: 

Enclosed for ,our fi les arc certified copies or assignments from 11 l·nerg). I LC and Double 
Basin Land Management Group. LL into rri s covering the captioned lands located in Reeves 

ounty. Texas. lso enclosed is ached . in the amount or$J00.00 Lo co, er filin g fees. I he Double 
Ba in as ignmenl (which contains 4 GLO leases) is O\. Cr 90 da)S so I ha"e adjusted the fi ling rec 
acco rdingly .• hould you ha, e any questions or concerns in thi s regard please do not hesitate to 
contact thi offi ce. 

incerely, 

ARRI PETROLEUM ORPOR T IO 

~ 
~ 

Manager or Land Administration 
m_u lltu~ a arri21ctrokum com 
(303)446-8108 

950 17 th Stree t , Su ite 1050 • Denver, CO 80202 • 303 -825 -0680 



ARRIS Operating Company LLC 
950 17TH Street, Suite 1050 • Denver, CO 80202 

.... . .... . ······ . . 
.... . . . .. . 

• ...... . . 
. . . . . . . ...... . . 

1412- AP- 2 12/ 15/ 14 CKREQ121514 

1012 Gene ral Land offi ce of Texas 

CHECK NO 
010630 

300 . 00 +-"300 .00 

12/ 15/ 14 300. 00 
l J ) -100 
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14-09771 
FILED FOR RECORD 

R EVES COUNTY, TEX.AS 
Oct 16, 2014 al 1 I 33:00 Affl 

ASSIGNMENT OF OIL AND GAS LEASE 

STA TE OF TEXAS 

COUNTY OF REEVES 
§ 

This Assignment of Oil and Gas Lease (this "Assignment"), dated effective as of September 17, 
2014, at 7:00 a.m. Central Standard Time (the "Effective Time"), is made by NH ENERGY, LLC, with a 
notice address of 4925 Greenville Ave., Suite 1100 Dallas, TX 75206 ("Assignor"), to 
ARRIS DELAWARE LLC, a Delaware limited liability company, wrth a notice address of 950 17th 
Street Suite 1050, Denver, CO 80202 ("Assignee") 

For and in consideration of Ten Dollars ($10 00) and other good and valuable consideration, the 
receipt and sufficiency of which are hereby acknowledged, Assignor does hereby GRANT, BARGAIN, 
SELL, CONVEY, ASSIGN, TRANSFER, SET OVER AND DELIVER unto Assignee, subject to the 
terms and reservations hereof, all of Assignor's right, title and interest 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 
"Lease"), 

It is the intent of Assignor to convey and this Assignment hereby conveys to Assignee, all of 
Assignor's right, title , and interest in the Lease from and after the Effective Time, regardless of the 
omission of any Lease, errors in description, any incorrect or misspelled names or any transcribed or 
incorrect recording re ferences. 

TO HAVE AND TO HOLD all and singular such Lease 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: 

(1) All easements, rights-of-way, servitudes, permits, surface leases and other rights in respect of 
surf ace operations; 

(2) The terms and conditions of the Lease, 

(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. 

Assignor does hereby bind itself, its heirs, successors and assigns, to warrant and forever 
defend all and singular title to the Lease 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. Assignor conveys the Lease free and clear of any outstanding 
mortgage, deed of trust, lien or encumbrance created by Assignor, but not otherwise. 

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, wh ich 
Assignor is entitled to enforce with respect to Assignor's predecessors in title to the Lease. 

In add1t1on 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. 

IN WITNESS WHEREOF, the undersigned has executed this instrument on the date of the 
acknowledgment annexed hereto, but effective for all purposes as of the Effective Time. 
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TATEOFTEXA 

COUNTY OF DALLAS 

§ 
§ 
§ 

ASSIGNOR: 

NH ENERGY, LLC 

h Ross Nobles, Managing Member 

ASSIGNEE: 

ARRIS DELAWARE LLC 

ACKNOWLEDGMENT 

This instrument was acknowledged before me on this \ 1- day of) Cv,,.\, e./ , 2014, by 
Joseph Ross obles as Managing Member, on behalf of NII Energy, LLC. 

EDITH I. MAIA-VALDEZ 
Noro,y Public. s101e or rexes 

My Comm1u1on Expires 
June 2• . 2017 

STATE OF COLORADO 

CO NTY OF Ji}_~ 
§ 
§ 

&Lr:#t~L 
Notary Publ ic, late of Texas 

§ 

This insrrumcnt was acknowledged before me on this~day of _o..s...i..a beR. , 2014, by 

-~-'-...._._.&..I..C..,.,._,.'--_._........_......_.'-'-'_,,..__~~~~~~-{NAM E} ns 

_ _,_.u....~::__il-l'l;.,s,....)..J..c.&.,..i;J-bl.JL--1.=--..1-.....,g::..tL.J~---{TITLE} on beha If of Arris Delaware LLC. 
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E IDBIT ' , 

Attached to and made a part of that certain Assignment of Oil and Gas Lease by and between NI I 
ENERGY, LLC (Assignor) and ARIUS DELAWARE LLC (Assignee), dated eptembcr 17th, 
2014. V 

TRELEA E 

LE E 1 

Lessor: 
Lessee: 
Lease Date: 
Recorded: 
Reception: 
Description: 

LE E2 

Lessor: 
Lessee: 
Lease Date: 
Recorded: 
Reception: 
Description: 

State of Texas, acting by and through its agent, Tango Resources, LLC 
NH ENERGY, LLC 
July 28th, 20 14 
eptember 12th, 2014 

J 4-08438 Publ ic Records of Reeves County, TX 

W/4 W/4 of ection 32, Block 55, Township 5 , T&P Ry. Co. urvcy, 
Abstract #2154, Reeves County, Texas. 

State of Texas, acting by and through its agent, Chimney Hill Resources, LLC 
NI I ENERGY, LLC 
July 28111

, 2014 
September l21h, 2014 

14-08439 Public Records of Reeves County, TX 

W/4 W/4 of ection 32, Block 55 Township 5,, T&P Ry. Co. Survey, 
Abstract #2 154, Reeves County, Texas. 

Inst No. 14--09771 
DIANN O rLORE.Z 
COUNTY C L -RK 

2014 Oct 1t:, t 11 33 A M 
EV C Tr S 
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CERTIFIED TRUE ANO CORRECT COPY CERTIFICATE 
STATE OF TEXAS 
COUNTY OF REEVES 
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.... . . . . .. 
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17-14300 
Fil EO FOR RECORD 

REEVES COU~TV, TEllAS 
Aug 23, 2017 at 02:36:00 PM 

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. 

RELEASE OF OIL AND GAS LEASE 

STATE OF TEXAS 

COUNTY OF [Reeves] 

§ 
§ 

§ 
KNOW ALL MEN BY THESE PRESENTS: 

WHEREAS, the undersigned is the present owner of that certain Oil and Gas Lease (the 
"Lease") dated July 28, 201 4, from the State of Texas, acting by and through its agent, Chimney 
Hill Resources, LLC (the "Lessor"), to NH Energy, LLC, recorded in Volume 1104, Page 0414, 
of th~ Offidal Public Records of Reeves County, Texas, covering the fo llowing described lands 
situated in Reeves County, Texas, to-wit: 

Block 55, T5S, T&P RR Co Survey, Abstract #2154, S.N. Gentry, Section 32: 
SWSW, Reeves County, TX 

NOW THEREFORE, the undersigned does hereby release, remise, surrender and 
relinquish unto the named Lessor, all right, title and interest in and to the Lease. 

IN WITNESS WHEREOF, this Release of Oi l and Gas Lease is executed as of the date of 
the acknowledgement below, but effective.for all purposes as of July 29; 2017. 

PDC PERMIAN, INC. 

~~ ~ nil 
Title: Vice President - Land 

r 

Page 1 of 2 

True & Correct Copy of a 
document on file at 
Reeves County Texas, 
Dianne 0 . Florez, County Clerk 
Page of ~ 
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ACKNOWLEDGEMENT 

STATE OF COLORADO § 

COUNTY OF DENVER § ••• • • • ••• 
• •••••• • • 

• 

This instrument was acknowledged before me on thi s -11:. day of ·\\J~o~ , 
2017, by O.F. Baldwin II, as Vice President - Land for PDC PERMIAN, IN ., a Delaware 
Corporation, on behalf of said Corporation . •• •• • • • • • 

• 
• •••••• • • 

ZACHARY V BUAH 
Notary Public· - State of Colorado 

Notary' 1D~20164037690 
My Commission Expires Oct 3; 2020:r . ,._;,, . 

--·-------

RECORDING REQUESTED BY AND 
WHEN RECORDED, PLEASE MAIL TO 

--------. 

PDC PERMIAN, INC. 
AITN: Brittney Valenti 
1775 Sherman Street, Suite 3000 
Denver, CO 80203 

Notary Public, State of Colorado 

inst No. 17-14300 
Di.0:.!'l!f\JE 0. FLOREZ 
CO\JNT'l CLERK 

2017 Aug 23 at 02:36 PM 

V 
0 
L 

1 
4 
6 
3 

p 
G , 

0 
0 
3 
4 

Re=VF~ COU:r;;Jf Jf.AS 
8y: MS ':;;r;/) W £µ)EPIJTY 

Page 2 of 2 

True & Co1Tect Copy of a 
document on file at 
Reeves County Texas, 
Dianne 0 . Florez, County Clerk 
Page /'I of ___ ~-----



CERTIFIED TRUE AND CORRECT COPY CERTIFICATE 
STATE OF TEXAS 
COUNTY OF REEVES 

••• • • • •• • 
• •••• •• • • 

•••• • • • • • 

• 
• •••••• • • 
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17-14301 
FilEO FOR RECOHO 

REEVES COUNTY, TEii..AS 
Au g 23, 20'i 7 at 02:36:00 Pffl 

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. 

STATE OF TEXAS 

COUNTY OF [Reeves] 

RELEASE OF OIL AND GAS LEASE 

§ 
§ 
§ 

KNOW ALL MEN BY THESE PRESENTS: 

WHEREAS, the undersigned is the present owner of that certain Oi l and Gas Lease (the 
"Lease") dated July 28, 2014, from the State of Texas, acting by and tlu-ough its agent, JAMM, · 
LLC, a Delaware limited liability company (the "Lessor"), to NH Energy, LLC, recorded in 
Volume 1094, Page 0181 , of the Official Public Records of Reeves· County, Texas, covering the 
following described lands situated in Reeves County, Texas, to-wit: 

Block 55, T5S, T&P RR Co Survey, Abstract #2154, S.N. Gentry, Section 32: All, 
save and except the SWSW, Reeves County, TX 

NOW THEREFORE, the undersigned does hereby release, remise, surrender and 
relinquish unto the named Lessor, alJ right, title and interest in an~ to the Lease. 

IN WITNESS WHEREOF, this Release of Oil and Gas Lease is executed as of the date of 
the acknowledgement below, but effective for all purposes as of July 29, 2017. 

PDC PERMIAN, INC. 

Page I of 2 

True & Correct Copy of a 
document on file at 
Reeves County Texas, 
Dianne 0. Florez, County Clerk 
Page l of ~ 
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ACKNOWLEDGEMENT 

ST A TE OF COLORADO § 

COUNTY OF DENVER § 

This instmment was acknowledged before me on this ~ day of ·Q ~u,5b , 
2017,. by O.F. Baldwin II, as Vice President - Land for PDC PERMIAN, IN~ a Delaware 
Corporation, on behalf of said Corporation . 

ZACHARY V BURl'T 
Notary Public • State of Colorado 

.. Notary ID 2016403.7690 
My Commission EKplres Oct 3, 2020 

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

RECORDING REQUESTED BY AND 
WHEN RECORDED, PLEASE MAIL TO: 

------·---

PDC PERMIAN, INC. 
ATIN: Brittney Valenti 
1775 Sherman Street, Suite 3000 
Denver, CO 80203 

Notary Public, State of Colorado 

Inst No. '17-14301 
DlAIMNE 0 . FLOREZ 
COUti.ff'i ClEHf\ 

2017 Aug 23 at 02:36 PM 
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By: MS { /// t(.,,(,,, EPUTY 

Page 2 of 2 

True & C01Tect Copy of a 
document on file at 
Reeves County Texas, 
Dianne O. Florez, County Clerk 
Paoe 2' of 2 ,.. . 



CERTIFIED TRUE AND CORRECT COPY CERTIFICATE 
STATE OF TEXAS 
COUNTY OF REEVES 

••• • • • •• • 
• •••••• • • 

• 
•• •• • • • • • 

• 
• •••••• • • 
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17-14-302 
FILED FOR RECORD 

REEVES COutH'f, TElAS 
Au g 23, 20'17 at 02:36:00 PM 

NOTICE OF CONFIDENTIALITY RIGHTS: IF YOU ARE A NATURAL PERSON, YOU 
MAY REMOVE OR STRIKE ANY OF THE FOLLOWING INFORMATION FROM TIDS 
INST.RUMENT BEFORE IT IS FILED FOR RECORD IN THE PUBLIC RECORDS: 
YOUR SOCIAL SECURITY NUMBER OR YOUR DRIVER'S LICENSE NUMBER. 

RELEASE OF OIL AND GAS LEASE 

STATE OF TEXAS 

COUNTY OF [Reeves] 

§ 
§ 
§ 

KNOW ALL MEN BY THESE PRESENTS: 

WHEREAS, the undersigned is the present owner of that certain Oil and Gas Lease (the 
"Lease") dated July 28, 2014, from the State of Texas, acting by and through its agent, Tango 
Resources, LLC (the "Lessor"), to NH Energy, LLC, recorded in Volume l J 04, Page 0404, of the 
Official Public Records of Reeves County, Texas, covering the following described lands situated 
in Reeves County, Texas, to-wit: 

Block 55, T5S, T&P RR Co Survey, Abstract #2154, S.N. Gentry, Section 32: 
SWSW, Reeves Comity, TX 

NOW THEREFORE, the undersigned does hereby release, remise, surrender and 
relinquish unto the named Lessor, all right, title and interest in and to the Lease. 

IN WITNESS WHEREOF, this Release of Oil and Gas Lease is executed as of the qate of 
the acknowledgement below, but effecti ve for all purposes as of July 29, 2017. 

PDC PERMIAN, INC. 

~~~-.¥==---

~dwin II 
Title: Vice President - Land 

Page I of 2 

True & Correct Copy of a 
document on file at 
Reeves County Texas, 
Dianne O. Florez, County Clerk 
Pa~e I of~---
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ACKNOWLEDGEMENT 

STATE OF COLORADO § 

COUNTY OF DENVER § 

This instrument was acknowledged before me on th is ft day of P. V~~ , 
2017, by O.F. Baldwin 11, as Vice President - Land for PDC PERMIAN, IN~ a Delaware 
Corporation, on behalf of said Corporatio n. 

- - - ·· ··-- _ ., . 

----------

RECORDING REQUESTED BY AND 
WHEN RECORDED, PLEASE MAIL TO 

----------·· 

PDC PERMIAN, INC. 
ATIN: Brittney Valenti 
1775 Sherman Street, Suite 3000 
Denver, CO 80203 

Notary Public; State of Colorado 

Inst l\lo. 17-14302 
D!.OJ•JNE 0 . FLORE! 
CO\.H\ITY CLERK 

20i 7 Aug 23 a~ 02:36 PM 
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~ 12couz~AS 
By: l\'lS ll tl.-l'lAfJE.PUTY 

Page 2 of 2 

[ rue & Correct Copy of a 
document on file at 
Reeves County Texas, 
Dianne 0. Florez, County Clerk. 
Page 8 of ... 2'---
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CERTIFIED TRUE AND CORRECT COPY CERTIFICATE 
ST ATE OF TEXAS 
COUNTY OF REEVES 
The above and loregoing 1s a full, true and ~.orrect photographic copy of the 
onginat record now in my lawful custody and possession. as thel % 3 liled/reco!a~ in the public ~ ds of my ottice, found in VOL 
PAGE -2..L, THAU m . 

... ~"W'~~. 1 hereby certified on _/_o/ ~ 't / 2, 0 l L 
~, . ~ ). I 
{~w"' ·~; DIANNE 0. FLOREZ, COUNTY CLERK 
; REEVESCOUNTV, TEXAS 

~ 'ti's co'S BV ....A.Ab~ DEPUTY 

•• • • • •• • 
• ••••• • • • 

• 
•• .. . • .. • • • 

• 
• •••••• • • 



••• • • • ••• 
• •••••• • • 

• 
•• •• • • • . . 
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• •••••• • • 
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McELROY, SULLIVAN, MILLER, 
WEBER & OLMSTEAD, LLP 

PETTY CASH ACCOUNT 
P.O. BOX 121 27 

AUSTIN, TX 7871 1-2127 

18705340 14425 
30-9/1140 

59 

" -~ \ l~ DATE - ~-=-'-'--=---l-$-fu.,--1--

1
-~- . ,S, . O!f<!J/1/¥' 



~~ PDC 
, t 1ENERGY 

••• • • • ••• 
• .. ., ... 

• • 
• 

• • • • • • • • • 

• 
• •••••• • • 

Corporate Office 
1775 Sherman Street, 113000 
Denver, Colorado 80203 
303:860.5800 
www.pdce.com 

December 2 I , 20 17 

Mr. Carl Bonn 
Energy Re ource Divi ion 
T exa General Land Office 
Stephen F. A u tin Building, 8th Floor 
1700 o. Congre A venue 
Austin, T exas 7870 I - I 495 

RE: Release Oil and Ga Lease 
B lock 55, Town hip 5 South, T&P RR Co Survey 
Reeves County, T exa 

Mr. Bonn, 

Enclo ed are three (3) ce11ified copie of Release of Ga L ea e( ) covering lease in B lock 55, Township 
5 South, T&P Ry. Co. containing the fo llow ing n,jneral fi le number : 

V ol 1463 Pg 0033- MF I I 6984B 
V ol l 463 Pg 0035- MF I 16984 
Vol 1463 Pg 0037- MFI 16984A l 

~ rJt:::._ ~ 

A lso enclo ed is Check N umber 1+J-&S in the amount of f ....::> . in payment of the application fee. 

Thank you for your a i tance w ith thi a ignment. Plea e let me know i f l can provide addi tional 
information regarding thi application. Should you have an y que ti ons, plea e contact the undersigned at 
303-3 18-6 187 or at Brittney. Valenti @pdce.com . 

WYtt1 
JAN o 1 
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