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MAPS __ .,,.;;;;. __ _ 

GIS ----------

Leasing: __ ~---

Maps:_"-:::,\ __ _ 
---, 

GIS: JA.l.. 
Sca nlab: ----

Lease Type 
RAL 

Control 

07-105349 

Survey 

Block 

Block Name 

Township 

Section/Tract 

Land Part 

Acres 

Depth Below 

ame 

Lease Date 

Primary Term 

Bonus 

Lease Royalty 

Paid Up 

Base file 

149363 

Public Schoo l Land 

59 

E/100 ac SE/4 

MF117344 

County 

REEVES 

Net: 100.000000 Gross: 100.000000 

Depth Above Depth Other 

SILVERBACK EXPLORATION LLC 

8/22/2014 

3 years 

$175,000.00 

0.12500000 

Yes 

4 
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RAL REVIEW SHEET 

Work ing File#: RAL 147121 

Lessor : S1gmar. Inc 

Les see: SILVERback Exploration LLC 

LEASE DESCRIPTION 

County 

Reeves 

Control # Base File Part 
No 

07-105349 149363 E/100 ac 
SE/4 

TERMS OFFERED 

Prim ary T erm : 3 Years 

Bo nus I A cre : $3.500 00 

MF: 

Lease Date: 09/22/2014 

Gross A cres: 100 00 

Net A cres: 100 00 

Sec Block Twp Survey 

59 Public School Land 

TERMS RECOMMENDED 

Pri mary Term: 3 Years 

Bo nus I A cre: S3 500.00 

2nd Yr 3rd Yr 4th Yr 5th Yr 2nd Yr 3rd Yr 
Rental I A cre: 

I o,

0
~:00 I 

000 

Royalty 

COM PARISONS 

Lease No Lessee Lease Date Primary 
Term 

Pending Bellomy Group 10/09/2014 3 yr 
LLC 

Comments : 

Approved : 

Wednesday, December 17, 2014 

I Ren tal I A cre : 

I 0:~:00 I 
0 00 

Roy alty 

Bonus/Acre Rental/Acre 

S3,250 00 S0.00 O 00 

RAL147121 

UI: Yes 

Abst No 

5442 

4th Yr 5th Yr 

Royalty Distance 

0.250000 0 000000 



R -·· . ...)U ISHMENT ACT LEASE APPLICATION 

Texas General Land Office 

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

FROM. Robert Hatter, Director of Mineral Leasing 

Applicant: SILVERback Explora tion LLC 

Prim. Term: 3 Years 

Royalty: 0.25000000 

Rental/Acre 2nd Yr: $0.00 3rd Yr· $0 00 

CQosid~miliQD 
Recommended: fZ)?I/ 
Not Recommended: 

z:: paid up 

/2)14 Recommended: 

Not Recommended: 

Comments: 

Louis Reoaud, Deputy CQmmisslQoer 
Recommended: C:::. / ~ 

Not Recommended: 

:~:~:~:~:~neral Couns~ 
Not Recommended: 

Larry Laine. Chief Clerk d2l Approved: 

Not Approved 

[: 

8/12/2014 9:34 05 AM RAL 146595 

Jerry Patterson. Commissioner 

County: Reeves 

Bonus/Acre· $3,500 00 

4th Yr: $0.00 5th Yr $0 00 

Date: B L1f It'{ 

g l5'/l':J. Date: 
• 

Date: cf'· /S. /;L 

Date -r !JF//!f 
7 7 

Date t it fl/ccf 

Date. :8h".1 h+ 

1 or 1 



I . 

File No. gr 1 [1)11 
RAt. iiw f!).}J he 

Date Filed: \ k - \]- \'.j 
Jerry E. Patterson, Commissioner 

Rv 6¥ 

' 



E & G ENERGY, INC. 
DRAFT ACCOUNT 

4925 GREENVll.LE AVE STE 825 
DALLAS, TX 75206 

(214) 360-0360 

PAY TO THE 
ORDER OF Comm1ss1oner of General Land Office 

j(~l 

' 
I - 12/3/2014 i 

& 

$ .. 51 ,041 67 

Fifty-One Thousand Fa -One and 67 /1 oo••••••••••• ... •••••••••••-•••••••••••········••·•·••·•••· ·••••• • ..... ••••••••••••••• 

I 
j 

OOLI.ARS I 

MEMO 

Texas General Land Office 
1700 N Congress Ave , Room 600 
Austin, TX 78701 -1495 

1/2 Bonus Cons1derat1on for Agent LAJ Corporation 

11•00 3 7 q ~11· 

E & G ENERGY, INC. 
DRAFT ACCOUNT 

Comm1ss1oner of General Land Office 
Date Type Reference 
9/9/2014 Bill LAJ Corporation 

I 

Original Amt 
51,041 67 

12/3/2014 
Balance Due Discount 

51 ,041 67 
Check Amount 

)\ 

Payment 
51 ,041 67 
51 ,04167 

3791 

15705085 

E&G - Draft Account 1/2. Bonus Cons1derat1on for Agent W Corpora 

E & G ENERGY, INC. 
DRAFT ACCOUNT 

Commissioner of General Land Office 12/3/2014 
Date Type Reference Ongrnal Amt 

51,041 67 
Balance Due Discount 

9/9/2014 Bill LAJ Corporation 51 ,041 67 
Check Amount 

E&G - Draft Account 1 /2 Bonus Cons1derat1on for Agent LAJ Corpora 

IIOOUCT DI. f 103 U8E WITH 8 11163 EH\ill.OPE 

• 

51 ,041 67 

3 7 91 

Payment ···=· 
51 ,04167 •• • 
51 ,04161 • • • • 

. .. . . .... 

. . 
•••••• . . ... . .... 

51 ,041 67 



PAY TO THE 
ORDER OF 

E & G ENERGY, INC. 
DRAFT ACCOUNT 

4925 GREENVll:.LE AVE'STE 825 
DALLAS, TX 75206 

(214} 360-0360 

Comm1ss1oner of General Land Office 

,. 

j ( '::J '::J 

Co k15705086 
~K ...... -........ . 

12/3/2014 1 
Ii 

$ .. 51 ,041 67 I 
Fifty-One Thousand Forty-One and 67/10o··· .. ~·-··········································· · ····························· J 

DOLLARS I 

MEMO 

Texas General Land Office 
1700 N Congress Ave . Room 600 
Austin, TX 78701 -1495 

1/2 Bonus Cons1derat1on - S1gmar Inc , Agent 

11•00 3 ? 9 9 11' 

E & G ENERGY, INC. 
DRAFT ACCOUNT 

Commissioner of General Land Office 
Date Type Reference 
9/25/2014 Bill S1gmar 

Ong1nal Amt 
51 ,041 67 

12/3/2014 
Balance Due Discount 

51 ,041 67 
Check Amount 

Payment 
51 ,041 67 
51 ,041 67 

3799 

15705086 

' E&G - Draft Account 1/2 Bonus Cons1derat1on - S1gmar, Inc . Agent 

E & G ENERGY, INC. 
DRAFT ACCOUNT 

Comm1ss1oner of General Land Office 12/3/2014 
Date Type Reference Ongrnal Amt 

51 ,041 67 
Balance Due Discount 

9/25/2014 Bill S1gmar 51 ,041 67 
Check Amount 

E&G - Draft Account 1/2 Bonus Cons1derat1on - Sigmar, Inc , Agent 

'AODUCT DI. T 103 USE WITH 811163 UIVU.OPE 

• 

x 51 ,041 67 

• 3 7 99 
•••••• . 

Paymeot • .: • 
51 ,041 67 • 
51 ,041 67 

. . . .... 

. . ...... . .... 
• .... 

51 ,041 67 



3795 .a E & G ENERGY, INC. 
DRAFT ACCOUNT ' \ 

Coppennark 
BANK 15705088 

PAY TO THE 
ORDER OF 

4925 GREENVILLE AVE STE 825 
DAUAS, TX 75206 

(214) 360-0360 

Comm1ss1oner of General Land Office 

iliiiiii- 12/3/2014 l 
i 

$ u43,750 00 

Forty-Three Thousand Seven Hundred Fifty and 00/1 oo············ ...................................... ··········· ···· 
I 
j 

DOLLARS I 

MEMO 

Texas General Land Office 
1700 N Congress Ave , Room 600 
Austin , TX 78701-1495 

1/2 Bonus Cons1derat1on for Agent Blake 011 & Gas 

11• DD :1 7 g 511 

E & G ENERGY, INC. 
DRAFT ACCOUNT 

Comm1ss1oner of General Land Office 
Date Type Reference 
9/9/2014 Bill Blake 011 & Gas 

Ongrnal Amt 
43,750 00 

12/3/2014 
Balance Due Discount 

43,750 00 
Check Amount 

• 
1S705088 

E&G - Draft Account 1/2 Bonus.Consideration for Agent Blake 041 & 

E & G ENERGY, INC. 

DRAFT f o~Cm9s~~Jer of General Land Office 

Date Type Reference 
9/9/2014 Bill Blake 011 & Gas 

Orrgrnal Amt 
43,750 00 

12/3/2014 
Balance Due Discount 

43,750 00 
Check Amount 

E&G - Draft Account 1/2 Bonus Cons1derat1on for Agent Blake 011 & 

ROOUCT Ol.TI03 USE WITH 111111.1 OMUlPE 

• 

Payment 
43,750 00 
43,750 00 

3795 

43,750 00 

Payment 
43,750 00 

3795 

43,750 0~···=· .. . . . . . 

• • • ' . . .... 
. . ...... . . ... . . . . . 

43,750 00 



PAY TO THE 
ORDER OF 

E & G ENERGY, INC. 
DRAFT ACCOUNT 

4925 GREENVILLE AVE STE 825 
DALLAS, TX 75206 

(214) 36()..0360 

Comm1ss1oner of General Land Office 

' 
CopnPnn~rk 

~NK 

tlliiiilii 
15705087 

12/3/2014 

$ **29, 166 67 

3803 

1 
Ii 

1 
J 

DOLLARS j Twenty-Nine Thousand One Hundred S1xty-S1x and 67/100* ............................................................ . 

MEMO 

Texas General Land Office 
1700 N Congress Ave . Room 600 
Austin , TX 78701-1495 

1/2 Bonus Consideration - Judson Operations. Ltd . 

11•00 3 8 0 311• 

E & G ENERGY, INC. 
DRAFT ACCOUNT 

Cbmm1ss1oner of General Land Office 

3803 
12/3/2014 

Date Type Reference Original Amt 
29,166 67 

Balance Due Discount Payment 
29,16667 
29, 166 67 

10/7/2014 8111 Judson 50 ac 29,16667 

E&G - Draft Account 1/2 Bonus Cons1derat1on - Judson Qperations, Lt 

E & G ENERGY, INC. 
DRAFT ACCOUNT 

Comm1ss1oner of General Land Office 

Check Amount 

I ~ \ 
15705087 

29, 166 67 

3803 
12/3/2014 

Date Type Reference Original Amt 
29, 16~ 67 

Balance Due Discount Payment 
29,166 6? ••• :. 
29, 166 61 

10/7/2014 8111 Judson 50 ac 29.166 67 
Check Amount 

E&G - Draft Account 1/2 Bonus Consideration - Judson Operations, Lt 

• 

. . . 
• • • . 

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

29, 166 67 



PAY TO THE 

E & G ENERGY, INC. 
DRAFT ACCOUNT 

4925 GREENVILLE AV!! STE 825 
DALLAS, TX 75206 

(214) 360-0360 

Coppe~J< 1 5 7 0 5 0 8 4 .... __ , ...... , .. ,. 
12/3/2014 I 

fi 

J 
ORDER OF Comm1ss1oner of General Land Office 

~~~~~~~~~~~~~~~~-

$ ··100 00 

I One Hundred and 00/1 QQ·"· ···· ··· ······--·······••••••••••••••••••••·••••••••••• ·····················•·•••••······· ········· 
DOLLARS I 

MEMO 

Texas General Land Office 
1700 N Congress Ave , Room 600 
Austin, TX 78701 -1495 

$100 00 Processing Fee for 100 Acre Tract 

11• 0 0 3 7 r, 211• 

E & G ENERGY, INC. 
DRAFT ACCOUNT 

Comm1ss1oner of General Land Office 
Date Type Reference 
9/9/2014 Bill LAJ Corp 100 ac 

Original Amt 
100 00 

E&G - Draft Account $100 00 Processing Fee for 100 Acre Tract 

E & G ENERGY, INC. 
DRAFT ACCOUNT 

Commissioner of General Land Office 
Date Type Reference 
9/9/201 4 Bill LAJ Corp 100 ac 

Original Amt 
100 00 

E&G - Draft Account $100 00 Processing Fee for 100 Acre Tract 

AOOUCT Ill T 103 USE WI™ 11113 [NIIEI.OPE 

12/3/2014 
Balance Due Discount 

100 00 
Check Amount 

Payment 
100 00 

\ 100 00 

3 7 9 2 

\ ~ 15705084 

12/3/2014 
Balance Due Discount 

100 00 
Check Amount 

• 

100 00 

379 2 

Payment···:. 
100 0 • • 
100 0 ° •• • 

... . . . . .. . 

. . ...... . .... . 
•••• 

100 00 



15 709088 3807 

PAY TO THE 
ORDER OF 

E & G ENERGY, INC. 
DRAFT ACCOUNT 

4925 GREENVILLE AVE STE 825 
DALLAS, TX 75206 

(214) 360-0360 

Commissioner of General Land Office 

Coppermark 
BANK 

' ..... , ..... , .. ,. 
3/3/2015 i 

Ii 

$ .. 25 00 

Twenty-Five and 00/1 oo·• · ••••••••••••••••••••••••·····•·•·•·····•••••••••••••••••••••• ••••••"***•*•••·••••••••••••••••••••· 

J 
j 

DOLLARS I 
Texas General Land Office 
1700 N Congress Ave , Room 600 
Austin, TX 78701-1495 

MEMO \..QL\0 0..C.. 
$25 00 Filing Fee for Agent Judson Operatl.Qlls, Ltd 

111 0 0 :18 0 ? 111 I 

E & G ENERGY, INC. 
DRAFT ACCOUNT 

Comm1ss1oner of General Land Office 
Date Type Reference 

: • • /18/201 4 Bill Judson Operations . . . .. ..... 
• • 

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

• • • . '. 

I (,14\) \!_ 

Original Amt 
25 00 

3/3/2015 
Balance Due Discount 

25 00 
Check Amount 

E&G - Draft Account $25 00 Filing Fee for Agent Judson Operations, 

E & G ENERGY, INC. 
DRAFT ACCOUNT 

Comm1ss1oner of General Land Office 
Date Type Reference 
8/18/2014 Bill Judson Operations 

Original Amt 
25 00 

3/3/2015 
Balance Due Discount 

25 00 
Check Amount 

E&G - Draft Account $25 00 Fihng Fee for Agent Judson Operations, 

PRODUCT Cl Tio:! USE Willi ti eGJ ENVROf'I: 

Payment 
25 00 x 2500 

3807 

25 00 

Payment 
25 00 
25 00 

3807 

25 00 



1570908 7 
3853 

PAY TO THE 
ORDER OF 

E & G ENERGY, INC. 
DRAFT ACCOUNT 

4925 GREENVILLE AVE STE 825 
DALLAS, TX 75206 

(214) 360-0360 

Commissioner of General Land Office 

3/3/2015 i 
r; 

$ .. 25 00 I 
J 

DOLLARS I Twe~F1ve and 00/1 oo•••••••••••••••••••••••••••••••••• .. •••••••·•---·•······· : ••••••••••••••••••••··- ........................ _ 

MEMO 

Texas General Land Office 
1700 N Congress Ave , Room 600 
Austin, TX 78701 -1495 

$25 00 Filing Fee for Agent Judson Operations, ltd 

II' Q Q 3 8 5 3 II' I: 

E & G ENERGY, INC. 
DRAFT ACCOUNT 

Comm1ss1oner of General Land Office 
Date Type Reference 

: ... 1017/2014 Bill Judson 100 ac 

, .... . 
• • • . . . .... 

• ······ . 
.. . 

• • • • •• 

Original Amt 
25 00 

••. ,. 
3/3/2015 

Balance Due Discount 
25 00 

Check Amount 

E&G - Draft Account $25 00 F1hng Fee for Agent Judson Operations, 

E & G ENERGY, INC. 
DRAFT ACCOUNT 

Comm1ss1oner of General Land Office 
Date Type Reference 
10/7/201 4 8111 Judson 100 ac 

Original Amt 
25 00 

3/3/2015 
Balance Due Discount 

25 00 
Check Amount 

E&G - Draft Account $25 00 F1hng Fee for Agent Judson Operations, 

A00UCT DI. TIO:, U&E WITH 9111113 (N\lll.OP£ 

• 

Payment 
25 00 
25 00 

3853 

25 00 

Payment 
25 00 
25 00 

3853 

25 00 



15709086 
3855 

E & G ENERGY, INC. 
DRAFT ACCOUNT 

4925 GREENVILLE AVE STE 825 
DAUAS, TX 75206 

(214) 360-0360 

PAY TO THE Comm1ss1oner of General Land Office 
ORDEROI=:_ 

3/3/2015 i 
Ii 

$ ··25 00 J 
J 

DOLLARS I Twenty-Five and 00/1 oo•••••••••••••·············· ······•·••••••••••••••••••••••••••••••••••••••••••••••••••·••••••••••••••• 

Texas General Land Office 
1700 N Congress Ave , Room 600 
Austin, TX 78701 -1495 

MEMO 
$25 00 F1hng Fee for Agent Judson Operations, Ltd 

11•00 38 s 5111 

E & G ENERGY, INC. 
DRAFT di~~9s~ijJer of General Land Office 

Date Type Reference 
• . J 0/7/2014 8111 Judson 80 ac . . . 
••• 

• ., ... , . . 
, .. . . . ' ... . 

• • • . . . . .. 

Ong1nal Amt 
25 00 

3/3/2015 
Balance Due Discount 

25 00 
Check Amount 

E&G - Draft Account $25 00 Filing Fee for Agent. Judson Operations, 

E & G ENERGY, INC. 
DRAFT ACCOUNT 

Comm1ss1oner of General Land Office 
Date Type Reference 
10/7/2014 Bill Judson 80 ac 

Original Amt 
25 00 

3/3/2015 
Balance Due Discount 

25 00 
Check Amount 

E&G - Draft Account $25 00 Filing Fee for Agent Judson Operations, 

PAOOUCT Dl T 10:, U8l Willi 11M3 E!MI.OPE 

• 

Payment 
25 00 
25 00 

3 8 55 

l 2500 

3 85 5 

Payment 
25 00 
25 00 

25 00 



. . 
Coppermark 

BANK 

15709085 
3856 

PAY TO THE 
ORDER OF 

E & G ENERGY, INC. 
DRAFT ACCOUNT 

4925 GREENVILLE AVE STE 825 
DALLAS, TX 75206 

(214) 360-0360 

Comm1ss1oner of General Land Office 

.... .,_.,_.... ... ,. - 3/3/2015 J 
6 

$ .. 25 00 I 
J 

DOLLARS I Twenty-Five and 001100••••••••• 11
•••••••••••·•················•·••••••••••••••••••••••··················•·••••••••••••···---· 

MEMO 

Texas General Land Office 
1700 N Congress Ave , Room 600 
Austin, TX 78701-1495 

$25 00 F1l1ng Fee for Agent Judson Operations, Ltd 

11• 0 0 3 B 5 b 111 I: 

E & G ENERGY, INC. 
DRAFT ACCOUNT 

Comm1ss1oner of General Land Office 
Date Type Reference 
10/7/2014 Bill Judson 160 ac 

... . . . 
• . . . . . . . 

. . . 
• • t9 • 

• ...... 
.. . . . . . .. 

Original Amt 
25 00 

I 

3/3/2015 
Balance Due Discount 

25 00 
Check Amount 

E&G - Draft Account $25 00 Filing Fee for Agent Judson Operations, 

E & G ENERGY, INC. 
DRAFT ACCOUNT 

Comm1ss1oner of General Land Office 
Date Type Reference 
10/7/201 4 Bill Judson 160 ac 

Original Amt 
25 00 

3/3/2015 
Balance Due Discount 

25 00 
Check Amount 

E&G - Draft Account $25 00 Filing Fee for Agent Judson Operations, 

PAOOUC'T DI. T 10:S USli Wffli 11-CIM10PI: 

• 

Payment 
25 00 
25 00 

3856 

y 2500 

3856 

Payment 
25 00 
25 00 

25 00 



March 13, 2015 

Drew Reid 
:vl1neral Leasing D1v1s1on 
Texas General Land Office 

nergy Inc. 
Oil & Ga Properties 

1700 North Congress Avenue, Rm 600 
Austin, Texas 78701 

~E Multiple Oil & Gas Leases 
Reeves County, Texas 

0ear Mr Reid 

ne Encrio , quar c 
4925 Greenville venue 

uile 825 
Dalla , Texa 75206 

P hone 214-360-0 60 
Fa 214-360--0 02 

l',a Frd£r 11773/ ]j()4 jj()(J 

On December 5, 2014 I mailed you the following lease packages but had failed to have them filed of record 1n Reeves County 
pnor to sending Therefore, you had phoned me that I need to have them filed and return a Certified Copy along with the $25 00 
filing fee per lease You retained the other documents (Mineral Ownership Report & Plat) and returned the leases lo me for 
recording Please see enclosed Certified Copies of the following leases with the $25 00 fee attached to each lease Please 
match them accordingly with the documents that you retained 

Lessor Gross 
Ac -

exas, acting by and 4000 
ts agent, Blake Oil & 

ra!Jon 

State ofT 
through I 

Gas Corpo 
- >---

exas, acting by and 

> 
State ofT 
through I 

Gas Corpo 
State ofT 

ts agent, Blake Oil & 
ration 

exas, acting by and 
s agent, Blake Oil & through rt 

Gas Corpo 
State of 
through 
Gas Corpo 

ration 
Texas, acting by and 

,ts agent, Blake Oil & 
ration 

Texas, acting by and State of 
through 
Ga~ 

its agent, Blake Oil & 
ration 

exas, acting by and \. State ofT 
I through it 

O rollon 
State ofT 
through its 
O ralJon 
State of 
through 
Operation 

s agent. Judson 
s, LTD 
exas, acting by and 
agent, Judson 

s LTD 
Texas, acting by and 
its agent, Judson 

s, LTD 

--exas, acting by and State of T 
through 1t 
O rallon 

s agent, Judson 
s, LTD 
exas, acting by and 

l 
StatoofT 
through it 
Corpora ti 
State of T 

s agent, LAJ 
on 
exas, acting by and 
s agent, LAJ 
on 

through 1t 
Co rat, 

100.00 

80000 

16000 

64000 

100 000 

80.000 

16000 

I-

640.00 

100.00 

80.000 

Net Ac Description 

-f- - -
4000 NE/4 NE/4 of Section 32, 

Blk 59, Pubhc School Land 
Survey, A-5949 -- East 100 acres, ~1001 , 2500 
Blk 59, Public ScfiooT"Caiids 

- Survey 
20.00 E/2NE/4 of Sec!Jon 12, Blk 

59, Public School Land 

- - Survey, A-5949 
40.000 E/2NE/4, E/l.SoN/4 of 

Section 13, Blk 59, Public 
School Land Survey, A-
5949 

160.00 Section 26, A 5046, Block 
C 17 Public School Lands 

--
16 6666667 East 100 acres.~ 

Blk 59, Public School lands 
Survey 

13.333333 E/2NE/4 of Section 12, Blk 
59, Pubhc School Land 
Survey, A-5949 

26 666667 E/2NE/4, E/l.SoN/4 of 
Section 13. Blk 59, Public 
School Land Survey. A-
5949 

106.6667 Section 26, A-5046, Block 
C-17, Public School Lands 

29 1667 East 100 acres, Sect10111 , 
Blk 59, Public School Lands 
Survey 

23 3333 E/2 NE/4 of Section 12, A-
5942, Block 59, Public 
School lands Survev 

Bonu s 
ra 

00 
Conside tion 

$70,000 
Paid 

12/05120 14 

Processing 
Fee 

$10000 
Paid 

1W5/'l014 -

'-

$43,750 00 
Paid 

12IOS/20 14 
$35,000 00 

Paid 
12/05120 4 1 

()() $70,000 
Paid 

12/05/20 4 

$280,000. 00 
Paid 

12/05120 1 
6 

4 
$29,166 7 

Paid 
12/05120 4 1 

3 $23,333. 3 
Paid 

12/05120 4 1 
66 $46,666. 

Paid 
12105/201 4 

$186,668 16 
Paid 

12/051201 4_ 
$51 ,041 6 7 

Paid 
12/05/201 4 -
$81 ,666 6 7 

Paid 
12105/201 4 

$100.00 
Paid 

1W5/'l014 
$10000 

Paid 
1W5/'l014 

$100.00 
Paid 

12/0512014 

$100.00 
Paid 

12/0512014 
$100 00 

Paid 
12/0512014 

$100.00 
Paid 

12IOS/2014 
$100.00 

Paid 
1W5/'l014 

--
$10000 

Paid 
12/05/2014 

~ 

$100.00 
Paid 

._ 12/05/2014 
$100.00 

Paid 
1W5/'l014 

-
Filing Feo 
(Enclosed) 

$25.00 

- $2500 

-
$2500 

-
$2500 

$2500 

-$2500 

-$25.00 

$2500 

$2500 

- -
$2500 

-
$2500 



State ofTexas, acting by and 
through its agent, LAJ 
Corporation 

State ofTexas, acttng by and 
through its agent, LAJ 
Coroorallon 

cttng by and \ State ofTexas, a 
{ through its agen t, Sigmar. Inc 

cttng by and 

I 
State of Texas, a 
1hrough its agen I, Sigmar, Inc 

3tate ofTexas. a ctmg by and 
I, Sigmar, Inc through its agen 

cttng by and ,tale ofTexas, a 
through ,ts agen I, S19mar, Inc 

16000 

64000 

100 000 

80000 

16000 

64000 

-
46 6667 EJ2NEJ4, E12SN/4 of 

Sectton 13, Blk 59, Pubhc 
School Land Survey, A· 
5949 

$81 ,66667 
Paid 

12/0512014 

$10000 
Paid 

12/0512014 

186 66624 Sectton 26, A-5046, Block $326.665 92 $100 00 
C-17, Public School Lands Paid Paid 

____ 12/05/20;_1_4 _ __.__1_2/05/2014 

29 1667 East 100 acres, Section 1, $51 ,04167 $10000 
Blk 59, Public Scfi'ooTLands Paid Paid 
Survev 12/0512014 12/0512014 

23.3333 EJ2NE/4, of Section 12, Blk $81 ,66667 $10000 
59, Pubhc School Land Paid Paid 
Survev, A-5949 12/0512014 12/05/2014 

46666 EJ2NE/4, EJ2SN/4 of $81 ,66667 $10000 
Section 13, Blk 59, Public Paid Paid 
School Land Survey, A- 12/0512014 12/05/2014 
5949 

18666624 Section 26, A-5046, Block $326,665 92 $10000 
C-17, Public School Lands Paid Paid 

12/05/2014 12/05/2014 

$25.00 

$2500 

$2500 

-
$25.00 

$2500 

-
$2500 

Should you ha 
Everett at (214 

ve any quesbons or require additional informabon, please do not hesitate to call me at (817)517-9522 or Rick 

)360-0360 

·-\ rely, 

ren~ 

Page 2 of 2 



December 5. 20 14 

Drew Reid 
Mineral Leac;ing Division 
Texas General Land Office 
1700 North ongress A venue, Rm 600 
Austin. Texas 7870 I 

RE: LAJ orporation Lease 
Reeves ounty, Texas 

Dear Mr. Reid: 

Onr I ncrg~ ",quare 
4925 (,rrrmillc \, rnur 

",ulle 825 
Dalla\, I e,a\ 7'i206 

Phone 2 t 4-J60-0J60 
I U\ 214-J60-0J02 

, ,.,1-t-Jl:.x# 77} / /H9/ 3/66 

We transmil herewith the fo llowing lease package including the pertinent documents listed 
below: 

L or 
Stale of I cxru;, acting b) and Lhrough iLs 
agenl, LAJ orporation 

Gro Ac. 
100.00 

Blk 59, Public School 
lands Survc 

ct Ac. -- D cri tion J 
29.1667 , l:.ast I 00 acres. 'cction I. 

---------~--~~- ~.__ 

a) Original Paid Up ii & Gas Lease (to be signed and returned) 
b) Mineral Ownership Report(s) 
c) Plat(s) 
d) Check # 3 791 in the amount of $51,041 .6 7 for Bonus onsidcration 
e) ' heck #3792 for$ I 00.00 Processing l·ee 
t) Return FedEx Airbill #7901 0097 2600 

Please execute the enclosed Lease and return to the undersigned for further handling. I have 
enclosed a redbx return label for your convenience. . hould you have any questions or 
require additional information, please do not hesitate to caJJ. 

't:\j_,_, 
~ Milam 

enclosures 

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

. .. . . . 

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



December 5. 20 14 

Drew Reid 
Mineral Leasing Division 
·1 exas General Land Office 
1700 North ongress A venue. Rm 600 
Austin. 1 exas 7870 I 

Rt: ' igmar, Inc. Lea e 
Reev ouoty, Tcxa 

Dear Mr. Reid· 

O ne I ncrg) \quarc 
-'925 (,rcc,n illc \\cnuc 

\ ullr 825 
Dalla,. I l'\11\ 7.c;206 

Phone 2 1-'-J60-0.l60 
I 11 , 2 1-'-J60-0.l02 

rlrl FnJJ.r 117721 189/ J IM 

We transmit herewith the fo llowing lease package including the pertinent documents listed 
he low· 

Les or Gros Ac. et Ac. - Descri tion ~ --- ---
• talc of1 cxas, acting by and through its I 00.000 29.1667 East I 00 acres, ' cction I, 
agent, Sigmar, Inc. Blk 59, Public chool 

.___ _____________ _.__ ___ ....__ ___ _.__ __ Lands Survey 

a) Original Paid Up Oil & Gas Lease (to be signed and returned) 
b) Mineral Ownership Report(s) 
c) Plat(s) 
d) Check # 3 799 in the amount of $5 1.041.67 for Bonus Consideration 
e) Check #3792 for$ I 00.00 Processing f·cc 
1) Return f·edEx Airbill #790 I 0097 2600 

Please execute the enclosed Lease and return to the undersigned for further handling. 1 have 
enclosed a l-edbx return label for your convenience. , houJd you have any questions or 
require additional information. please do not hesitate to call. 

f, nclosures 

• • ······ . .. . . . . . .. 

. . . . . . .... 

. . ······ . .... 
• .... 



December 5, 2014 

Drew Reid 
Mineral Leasing Division 
Texas General Land ffice 
1700 North Congress A venue, Rm 600 
Austin, Texas 7870 I 

RE: Blake OiJ & Gas orporation Lease 
Recv ounty, Te a 

Dear Mr. Reid: 

One I nerg~ ",quore 
4925 ( ,rec,n Ille \ H nuc 

",ui 1c 825 
Dollu,, I e,u, 75206 

Phone 214-J60-0J60 
I 11 , 214-J60-0J02 

I 111 f-tdl:.x II n it IX9/ J/61, 

We tran mit herewith the following lease package including the pertinent documents listed 
below: 

Les or ,ro s Ac. ct Ac. Descri tion ~ 
State of rexas, acting by and through its I 00.00- ,---25.00T -:.ast I 00 acres, ection I, 
agent, Blake Oil & Gas Corporation Bl1' 59, Public School 

.__~~~~~~~~-~---~-~~~-~ [~ds Survey ~-

a) Original Paid Up Oil & Gas Lease (to be signed and returned) 
b) Mineral Ownership Report(s) 
c) Plat(s) 
d) heck# 3795 in the amount of$43,750.00 for Bonus Consideration 
e) ' heck #3792 for $ 100.00 Processing Fee 
I) Return ·cd ·x Airbill #7901 0097 2600 

Please execute the enclosed Lease and return to the undersigned for further hand ling. I have 
enclosed a Fedl:.x return label for your convenience. ' hould you have an} questions or 
require additional information, please do not hesitate to cal l. 

s7:;:_~ 
~ nMilam 

Enclosures 

. . ...... . 

. . . . 

. . . . . . 

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



December 5. 2014 

Drew Reid 
Mineral Leasing Division 
Texas General Land Office 
I 700 North Congress A venue, Rm 600 
Austin. 1 exas 7870 I 

RE: Judson Operation , LTD Lease 
Reeves oun ty, Te a 

Dear Mr. Reid: 

One I ncr~) \quart• 
-4925 C,rcen,ille \\l'nuc 

'-tuile 82'\ 
Dalin,. 1 e,a, 75206 

Phone 2 1 -4-J 60-0J60 
111, 21-4-Joo-o,02 

I ,a follc.'J( • 77} / /891 3166 

We transmit herewilh the following lease package including the pertinent documents listed 
below: 

or 
tale or l cxas, acting by and through 

its agent, Judson Operations, LID 

Gro c. - et Ac. - D cri tion J 
I 00.000 16.6666667 1 l=t I 00 acres. 'cction I. 

Bil,.. 59, J>ublic , chool 
Lands ' urvc -----~---......_~ _ _.__ 

a) Oril6nal Paid p Oil & Gas Lease (lo be signed and returned) 
b) Mineral Ownership Rcport(s) 
c) Plat(s) 
d) heck# 3803 in Lhe amount of $29, 166.67 for Bonus 'onsideration 
e) Check #3792 for$ I 00.00 Processing f·ce 
f) Return FedEx Airbill #790 I 0097 2600 

Please execute Lhe enclosed l case and return to the undersigned for further handling. I have 
enclosed a Fedl:.x return label for your convenience. Should you have any questions or 
require additional information. please do not hesitate to caJI. 

Enclosures 

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

. . . . . . . . . . 

. . ...... . .... 
• ti ••• 
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640~weral t :nd Ofl,.:e 
Rellnqulshmont Act Lease Form 
Revised. September 1997 

15-00485 
FILED FOR RECORD 

REEVES COUNTY, TEXAS 
J~n 16, 2015 at 10:41.00 AM 

,,-,*i-A 
~\)t ~ta~!o, of <lrexc1s 

'?a/'· ... 
:.: t . ...... . . 
. .. . . . . . . . 

• ······ . . 

4J efl 

::: -'\... > t-' T . en 
. . .. . . 

• • 

v 
0 
L 

~ ustin, 'Qtexas : •• • • • 1 ... . . . .. •• • 1 • • • • •• 
OIL AND GAS LEASE 

THIS AGREEMENT ts made and entered into this~ day of August 201 4. between the State of Texas. acting ••• • • • • • • • 
by and through its agent. ,.LA'-!:<.J.,.C""o"'rp..,o""ra,,_,t""1o""n'-------------------------------------•..-

of E...Q e_9x 10626. Midland. Texa 

(Give Permanent Address) 

• • ...... 
• 

•••• • satd agent herein referred to as the owner of the soil (whether one or more). and .,.S,.,,1lv,.,e..._rb=<,a""ck=-=E .. x,..p,..lo ..... ra...,t..,.10 ..... n"'" ... LL""C...._ ___________ ,.,. 
• hereinafter called t;;;ee of 1826 North Loop 1604 West. Suite 325. San Antonio Texas 78248 

(Give Permanent Addre~s) 

1. GRANTING CLAUSE. For and in cons1derat1on of the amounts stated below and of the covenants and agreements to be paid, kept and 
performed by Lessee under this lease. the State of Texas acting by and through the owner of the soil , hereby grants leases and lets unto Lessee for 
the sole and only purpose of prospecting and drilling for and producing 011 and gas, laying pipe hnes building tanks storing oil and bu11d1ng power 
stations. telephone Imes and other structures thereon , to produce, save. take care or. treat and transport said products of the lease, the following lands 
situated 1n ~County State of Texas. to-w,t 

East 100 acres or the SE/4 or Section 1. A-5442, Block 59 Public School Lands Survey, 

Conta,nmgJ.QQ_acres. more or less. The bonus cons1derat1on paid for this lease 1s as follows 

To the State of Texas F1fly One Thousand Forty One and 671100 Dollars 

Dollars ($51.041,67 ) 

To the owner of the so,1. Fifty One Thousand Forty One and 67/100 Dollars 

Dollars ($51 041 67 

Total bonus consideration One Hundred and Two Thousand E19hty Three and 34/100 Dollars 

Dollars ($102,083,34 

The total bonus consideration paid represents a bonus of Three Thousand Five Hundred Dollars and No/100 

Dollars($ 3.500 00 ) per acre on 29 1667 net acres 

Dollars 

2. TERM SubJect to the other prov1s1ons in this lease, this lease shall be for a term of three 13) years from this date (herein called primary 
term·) and as long thereafter as 011 and gas, or either of them, 1s produced 1n paying quantities from said land As used in this lease. the term produced 
,n paying quantities· means that the receipts from the sale or other authorized commercial use of the substance(s) covered exceed out of pocket 
operational expenses for the six months last past 

3 
8 

p 
G 

0 
4 
1 
3 



. . 
••• 

.. 

3 DELAY RENTALS If no well cs commenced on the leased premises on or before one (1) year from this date, this lease shall terminate 

unless on or before such ;;,nniversary date Lessee shall pay or tender to the owner of the socl or to his credit in the "THIS IS A PAID.UP LEASE SEE 

PARAGRAPH40" Bank. at~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~· 
or its successors (which shall continue as the depository regardless of changes In the ownership of said land). the amount specified below, in addition. 
Lessee shall pay or tender to the COMMISSIONER OF THE GENERAL LAND OFFICE OF THE STATE OF TEXAS, AT AUSTIN, TEXAS a like sum on 
or before said date Payments under this paragraph shall operate as a rental and shall cover the privilege of deferring the commencement of a well for 
one (1) year from said date Payments under this paragraph shall be in the following amounts 

... 
• • .... 

To the owner of the SOii NIA, Paid-Up Lease, See Paragraph 40 

Dollars (SN/A, Paid-Up Lease, See Paragraph 40 

To the State of Texas NIA Paid-Up Lease, See Paragraph 40 

Dollars (SN/A, Paid Up Lease, See Paragraph 40 

Total Delay Rental NIA, Paid-Up Lease. See Paragraph 40 . ...... . . Dollars (SN/A. Paid-Up Lease. See Paragraph 40 • • •••••• 
In a like manner and upon hke payments or tenders annually, the commencement of a well may be further deferred for successive penods of•one (1) 

• •. ar each during the primary term All payments or tenders or rental to the owner of the soil may be made by check or sight draft of Lessee! 1, a~)I 
• slgnee of this lease. and may be delivered on or before the rental paying date If the bank designated in this paragraph (or its successor bankTsh d 
cease to exist. suspend business, hqu1date. fail or be succeeded by another bank, or for any reason fail or refuse to accept rental Lessee shall not"be 
held 1n default for failure to make such payments or tenders of rental until thirty (30) days after the owner of the soil shall deliver to Lessee a proper 
recordable instrument naming another bank as agent to receive such payments or tenders 

••• • • • 
4. PRODUCTION ROYALTIES. Upon production of 011 andlor gas Lessee agrees to pay or cause to be paid one-half (1 /2) of the IV,tll\y 

provided for in this lease to the Comm1ss1oner of the General Land Office of the State of Texas at Austin, Texas, and one·half (1/2) of such royalty to'\he 
owner of the soil : ••• : • 

(A) OIL. Royalty payable on 011 which is defined as including all hydrocarbons produced 1n a hqu1d form at the mouth of the well and lso as 
all condensate. distillate, and other liquid hydrocarbons recovered from 011 or gas run through a separator or other equipment as hereinafter pro~ 
shall be 1/41

" (one-fourth) part of the gross production or the market value thereof, at the option of the owner of the soil or the Comm1ss1on0f,o((he 
General Land Office, such value to be determined by 1) the highest posted price, plus premium. 1f any, offered or paid for 011, condensate, d1stcllate, or 
other hqu1d hydrocarbons, respectively, of a like type and gravity 1n the general area where produced and when run, or 2) the highest market price 
thereof offered or paid in the general area where produced and when run . or 3) the gross proceeds of the sale thereof, whichever 1s the greater Lessee 
agrees that before any gas produced from the leased premises 1s sold, used or processed in a plant, 11 will be run free of cost to the royalty owners 
through an adequate 011 and gas separator of convenllonal type, or other equipment at least as efficient so that all hquld hydrocarbons recoverable from 
the gas by such means will be recovered The requirement that such gas be run through a separator or other equipment may be waived In writing by 
the royalty owners upon such terms and cond111ons as they prescribe 

(B) NON PROCESSED GAS. Royalty on any gas (including Oared gas), which 1s defined as all hydrocarbons and gaseous substances not 
defined as 011 in subparagraph (A) above produced from any well on said land (except as provided herein with respect to gas processed in a plant for 
the extraction of gasoline, liquid hydrocarbons or other products) shall be 114th Cone-fourth) part of 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 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 price paid or offered to the producer, whichever 1s the 
greater. provided that the maximum pressure base 1n measuring the gas under this lease shall not at any time exceed 14 65 pounds per square inch 
absolute. and the standard base temperature shall be sixty (60) degrees Fahrenheit. correction to be made for pressure according to Boyles 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 
testing 

(C) PROCESSED GAS. Royalty on any gas processed in a gasoline plant or other plant for the recovery of gasoline or other liquid 
hydrocarbons shall be 1/41h Cone-fourth} part of the residue gas and the liquid hydrocarbons extracted or the market value thereof, at the option of the 
owner of the soil or the Comm1ss1oner of the General Land Office All royalties due herecn shall be based on one hundred percent (100%) of the total 
plant production of residue gas attributable to gas produced from this lease, and on fcfty percent (50%), or that percent accruing to Lessee, whichever is 
the greater, of the total plant production of liquid hydrocarbons attributable to the gas produced from this lease. provided that If liquid hydrocarbons are 
recovered from gas processed en a plant 1n which Lessee (or its parent subs1d1ary or affiliate) owns an interest then the percentage applicable to hqutd 
hydrocarbons shall be fifty percent (50%) or the highest percent accruing to a third party processing gas through such plant under a processing 
agreement negotiated at arm·s length (or 11 there 1s no such third party, the highest percent then being specified 1n processing agreements or contracts in 
the industry), whichever Is the greater The respective royalties on residue gas and on liquid hydrocarbons shall be determined by 1) the highest marl<et 
price paid or offered for any gas (or liquid hydrocarbons) of comparable quality in the general area or 2) the gross pnce paid or offered for such residue 
gas (or the weighted average gross selling pnce for the respective grades of liquid hydrocarbons) whichever 1s the greater In no event however, shall 
the royalties payable under this paragraph be less than the royallles which would have been due had the gas not been processed 

(D) OTHER PRODUCTS. Royalty on carbon black, sulphur or any other products produced or manufactured from gas (excepting liquid 
hydrocarbons) whether said gas be casing head : "dry: or any other gas by fractionating. burning or any other processing shall be 1 /4th (one-fourth) part 
of the gross production or such products or the market value thereof, at the option of the owner of the soil or the Comm1ss1oner of the General Land 
Office such market value to be determined as follows 1) on the bases of the highest market price of each product for the same month in which such 
product 1s produced, or 2) on the bases of the average gross sale price of each product for the same month in which such products are produced 
whichever 1s the greater 

5. MINIMUM ROYALTY. Dunng any year after the expiration of the primary term of this lease cf this lease 1s maintained by production the 
royalties paid under this lease 1n no event shall be less than an amount equal to the total annual delay rental herein provided Olh01W1$8 tt,ere &11,H be 
due and payable on or before the last day of the month succeeding the anniversary date of thcs lease a sum equal to the total annual ~eotal Jess the 
amount or royalties paid during the preceding year If Paragraph 3 of this lease does not specify a delay rental amount then for the purposes pf this 
paragraph, the delay rental amount shall be one dollar ($1 00) per acre O In 
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• • • ... 

'6. ,ROYALTY IN KIND. Notwithstanding any other prov1s1on in this lease. al any time or from lime to time. the owner or the soil or the 
Comm1ss1oner or the General Land Office may at the option or either upon not less than sixty (60) days nollce to the holder of the lease, require that the 
payment of any royalties accruing to such royalty owner under this lease be made 1n kind The owner of the soil's or the Comm1ss1oner of the General 
Land Office's nght to take' its royalty in kind shall not diminish or negate the owner of the soil's or the Comm1ss1oner of the General Land Offices nghts 
or Lessee·s obhgalions. whether express or 1mphed under this lease 

7. NO DEDUCTIONS. Lessee agrees that all royalties accruing under this lease (including those paid in kind) shall be without deduction for 
the cost or producing gathering storing, separating treating dehydrating compressing processing transporting, and otherwise making the 011 gas and 
other products hereunder ready ror sale or use Lessee agrees to compute and pay royalties on the gross value received including any reimbursements 

•• for severance taxes and production related costs 

t 
• 8. PLANT FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as may represent this leases proportionate share of any fuel 

• : • • • SJSed to process gas produced hereunder in any processing plant Notw1thstand1ng any other prov1s1on of th1S lease, end subject to the written consent of 
the owner of the soil end the Comm1ss1oner of the General Land Office, Lessee may recycle gas for gas hit purposes on the leased premises or for 

• 1n1ec1ton into any 011 or gas producing formelton underlying the leased premises after the hqu1d hydrocarbons contained in the gas have been removed, 
: • • • • o royalties shall be payable on the recycled gas until 11 1s produced end sold or used by Lessee in a manner which entitles the royalty owners to a 

• • • • royalty under this lease . 
•••• •• 

• • 9. ROYALTY PAYMENTS A ND REPORTS. All royalties not taken In kind shall be paid to the Comm1ss1oner of the General Land dii .. :it 
Austin, Texas 1n the following manner • 

• • • •• . . . . . 
-itayment of royalty on produd1on of 011 and gas shall be as provided 1n the rules set forth m the Texas Register Rules currently provide that roya~y o~ ~11 
1s due and must be received in the General Land Office on or before the 5th day or the second month succeeding the month or production. and ro lly 
on gas 1s due and must be received 1n the General Land Office on or before the 15th day of the second month succeeding the month of production, 
accompanied by the affidavit of the owner, manager or other authorized agent completed 1n the form and manner prescribed by the General Land Office 
and showing the gross amount and d1spos1t1on of all 011 and gas produced and the market value of the 011 and gas, together with a copy of all docC Mi,. 
records or reports confirming the gross production d1spos1t1on and market value 1nclud1ng gas meter readings, pipeline receipts gas line rece1 : Md 
other checks or memoranda of amount produced and put into pipelines tanks, or pools end gas lines or gas storage, and any other reports or re ds 
which the General Lend Office may require to venfy the gross production, d1spos1t1on and market value In all cases the authority of a manager it.~ 
to ad for the Lessee herein must be filed 1n the General Land Office Each royalty payment shall be accompanied by a check stub, schedule semmary 
or other remittance advice showing by the assigned General Land Office lease number the amount of royalty being paid on each lease If LesseeJ",,s 
his royalty on or before thirty (30) days after the royalty payment was due then Lessee owes a penalty of 5%on the royalty or $25 00. wh1clil 1s 
greater A royalty payment which 1s over thirty (30) days late shall accrue a penalty of 10% of the royalty due or $25 00 whichever 1s greater In addition 
to a penalty royalties shall accrue interest at a rate of 12% per year such interest will begin to accrue when the royalty 1s sixty (60) days overdue 
Affidavits and supporting documents which are not filed when due shall incur a penalty 1n an amount set by the General Land Office adm1n1strat1ve rule 
which 1s effective on the date when the aff1dav1ts or supporting documents were due The Lessee shall bear all respons1b1l1ty for paying or causing 
royalties to be paid as prescribed by the due date provided herein Payment of the delinquency penalty shall in no way operate to proh1b1t the State's 
nght of forfeiture as provided by law nor act to postpone the date on which royal!les were originally due The above penalty prov1s1ons shall not apply in 
cases of title dispute as to the State's portion of the royalty or lo that portion or the royally 1n dispute as to fair market value 

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS Lessee shall annually furnish the Comm1111oner of the General Land Office 
with tis best possible estimate of oil and gas reserves underlying this lease or allocable to this lease and shall furnish said Comm1ss1oner with copies of 
all contracts under which gas 1s sold or processed and all subsequent agreements and amendments to such contracts w1th1n thirty (30) days after 
entering into or making such contracts agreements or amendments Such contracts and agreements when received by the General Land Office shall be 
held in confidence by the General Land Office unless otherwise authorized by Lessee All other contracts and records pertaining to the productton 
transportation, sale and marketing of the 011 and gas produced on said premises 1nclud1ng the books and accounts. receipts and discharges of ell wells 
tanks pools meters. and pipelines shall at all times be subject to inspection and examination by the Comm1ss1oner of the General Land Office the 
Attorney General, the Governor or the representative of any of them 

(Bl PERMITS, DRILLI NG RECORDS. Written notice of all operations on this lease shall be submitted to the Comm1ss1oner of the General 
Land Office by Lessee or operator five (5) days before spud dale. workover, re·entry temporary abandonment or plug and abandonment of any well or 
wells Such written notice to the General Land Office shall include copies or Railroad Comm1ss1on forms for appl1cahon to drill Copies of well tests, 
completion reports and plugging reports shall be supplied to the General Land Office al the time they are flied with the Texas Railroad Comm1ss1on All 
applications 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" in the title Add1honally, 1n accordance with Railroad Comm1ss1on 
rules any s1gnage on the leased premises for the purpose of 1denllfy1ng wells lank batteries or other associated improvements to the land must also 
include the word State • Lessee shall supply the General Land Office with any records memoranda, accounts. reports core tests or other information 
relattve to the operation of the above-described premises which may be requested by the General Land Office 1n add1t1on to those herein expressly 
provided for. Lessee shall have an electrical and/or rad1oact1v1ty survey made on the bore-hole section. from the base of the surface casing to the total 
depth of well, of all wells drilled on the above described premises and shall transmit a true copy of the log or each survey on each well to the General 
Land Office within fifteen (1 S)days after the making or said survey 

(C) PENALTIES . Lessee shall incur a penalty whenever reports, documents or other materials are not flied In the General Land Office when 
due The penalty for late filing shall be set by the General Land Office administrative rule which 1s effective on the date when the materials were due in 
the General Land Office 

11. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If during the primary term hereof and pnor to discovery and 
production of oil or gas on said lend, Lessee should dnll a dry hole or holes thereon. or 1f dunng the primary term hereof end after the discovery and 
actual production of oil or gas from the leased premises such production thereof should cease from any cause, this lease shall not terminate 1f on or 
before the expiration of sixty (60) days from date of complellon of said dry hole or cessation of production Lessee commences add11tonal drilling or 
reworking operations thereon. or pays or lenders the next annual delay rental 1n the same manner as provided in this lease If during the last year of the 
primary term or within sixty (60) days pnor thereto, a dry hole be completed and abandoned , or the production of 011 or gas should ceas• rOC' any cause 
Lessee's rights shall remain in full force and effect without further operaltons until the expiration of the primary term and 1f Lessee tpis nol r urned 
production 1n paying quanlthes at the expiration of the primary term Lessee may maintain this lease by conducting dd1honal dnlhng o ewo ~pp 
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operations pursuant'to Paragraph 13, using the expiration of the prmary term as the date of cessation of production under Paragraph 13 Should the first 
well or any subsequent well drilled on the above described land be completed as a shut-in 011 or gas well within the pnmary term hereof, Lessee may 
resume payment of the annual rental 1n the same manner as provided herein on or before the rental paying date following the exp1rat1on 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 lf 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 in accordance 
with the shut-In provisions hereof 

12. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. If at the expiration of the primary term, neither 011 nor gas ts being 
produced on said land but Lessee Is then engaged 1n dnlllng or reworking operations thereon, this lease shall remain in force so long as operations on 

• • • said well or for drilling or rewor1<tng of any add1t1onal wells are prosecuted 1n good faith and tn workmanlike manner without interruptions totaling more 
: .: Jhan sixty (60) days dunng any one such operation, and ,r they result in the production of 011 and/or gas, so long thereafter as 011 andfor gas 1s produced 

paying quant1ltes from said land, or payment of shut-in oil or gas well royalties or compensatory royalties ts made as provided in this lease 

13. CESSATION, DRILLING, AND REWORKING. If, after the expiration of the pnmary term, production or 011 or gas from the leased 
• premises, after once obtained, should cease from any cause. this lease shall not terminate 1f Lessee commences add1t1onal drilling or reworking 

: • • • eperaltons w1th1n sixty (60) days after such cessation, and this lease shall remain 1n full force and effect for so long as such operations conltnue 1n good 
•••• faith and 1n workmanlike manner without 1nterrupt1ons totaling more than sixty (60) days If such drilling or reworking operations result in the production 

• •. • .:f 011 or gas. the lease shall remain in full force and effect for so long as 011 or gas 1s produced from the leased premises in paying quant1t1es or payment 
• of shut-in 011 or gas well royalties or payment of compensatory royalties 1s made as provided herein or as provided by law If the dnlhng or r • : 

operations result In the completion of a well as a dry hole, the lease will not terminate 1f the Lessee commences add1t1onal drilling or re~orking 
• • •. eralions w1th1n sixty (60) days alter the completion or the well as a dry hole, and this lease shall remain in effect so long as Lessee continues d; ff i Q • 

0
t working operations tn good faith and 1n a workmanlike manner without interruptions totaling more than sixty (60) days Lessee shall give wntte~ not, 
to the General Land Office w1th1n thirty (30) days of any cessation of production • 

14. SHUT-IN ROYAL TIES. For purposes of this paragraph, "well means any well that has been assigned a well number by the state agency 
having Junsd1ct1on over the production of 011 and gas If at any lime after the expiration of the primary term of a lease that, until being shut in, w~ t_~llg 
ma1nta1ned in force and effect a well capable of producing 011 or gas 1n paying quantities 1s located on the leased premises but 011 or gas 1s not"~ Ilg 
produced for lack of suitable production fac1lrt1es or lack of a suitable market, then Lessee may pay as a shut-in 011 or gas royalty an amount equ~ to 
double the annual rental provided 1n the lease, but not less than $1 ,200 a year for each well capable of producing 011 or gas 1n paying quarJt! t~§ :U 
Paragraph 3 of this lease does not spectfy a delay rental amount then for the purposes of this paragraph, the delay rental amount shall be o dollar 
($1 00) per acre To be effecttve, each 1ntt1al shut-in 011 or gas royalty must be paid on or before (1) the expiration of the primary term (2) 60 days~ 
the Lessee ceases lo produce 011 or gas from the leased premises. or (3) 60 days after Lessee completes a drilling or reworking operation in acce~,ice 
with the lease provisions, whichever date ts latest Such payment shall be made one-half (112) to the Comm1ss1oner of the General Land Office and one 
half (112) lo the owner of the soil If the shut-in 011 or gas royalty 1s paid the lease shall be considered to be a producing ease and the payment shall 
extend the term of the lease for a period of one year from the end of the primary term, or from the ftrst day of the month following the month in which 
production ceased, and, after that, 1f no suitable production fac1ht1es or suitable market for the 011 or gas exists. Lessee may extend the lease for two (2) 
more successive penods of one (1) year by paying the same amount each year on or before the expiration of each shut-in year 

15. COMPENSATORY ROYAL TIES If during the period the lease 1s kept tn effect by payment of the shut-in 011 or gas royalty 011 or gas 1s 
sold and delivered in paying quanltt1es from a well located within one thousand (1,000) feet of the leased premises and completed in the same producing 
reservoir. or 1n any case In which drainage Is occurring , the rtght to continue to maintain the lease by paying 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 paid The Lessee may maintain the lease for four more 
successrve years by Lessee paying compensatory royalty al the royalty rate provided in the lease of the market value of production from the well causing 
the drainage or which 1s completed in the same producing reservoir and within one thousand (1,000) feet of the leased premises The compensatory 
royalty 1s to be paid monthly one-half (1 '2) to the Comm1ss1oner of the General Land Office and one-half (112) to the owner of the soil beginning on or 
before the last day of the month following the month in which the 011 or gas 1s produced from the well causing the drainage or that 1s completed in the 
same producing reservoir and located within one thousand (1,000) feet of the leased premises If the compensatory royalty paid in any 12-month period 
,s an amount less than the annual shut 1n 011 or gas royalty Lessee shall pay an amount equal to the difference within thirty (30) days from the end of th11 
12-month penod Compensatory royalty payments which are not timely paid will accrue penalty and interest in accordance with Paragraph 9 or this 
lease None of these provisions will relieve Lessee of the obllgatton of reasonable development nor the obligauon to dnll offset wells as provided 1n 
Texas Natural Resources Code 52 173. however at the determination of the Comm1ss1oner, and with the Commissioner's written approval, the payment 
of compensatory royalties can satisfy the obligation to drill offset wells 

16. RETAINED ACREAGE. Notw1thstand1ng any prov1s1on of this lease to the contrary after a well producing or capable of producing 011 or 
gas has been completed on the leased premises, Lessee shall exercise the diligence or a reasonably prudent operator in drilling such add11tonal well or 
wells as may be reasonably necessary for the proper development of the leased premises and in marketing the production thereon 

(A) VERTICAL. In the event this lease 1s In force and effect two (2) years after the expiration date of the primary or extended term II shall then 
terminate as to all of the leased premises EXCEPT (1} 40 acres surrounding each 011 well capable of producing 1n paying quantities and 320 acres 
surrounding each gas well capable of producing m paying quant11tes (1nclud1ng a shut-in 011 or gas well as provided m Paragraph 14 hereof), or a well 
upon which Lessee IS then engaged 1n continuous drilling or reworking operations or (2) the number of acres included m a producing pooled unit 
pursuant to Texas Natural Resources Code 52 151-52 154 or (3) such greater or lesser number of acres as may then be allocated for production 
purposes to a proration unit for each such producing well under the rules and regulations of the Railroad Comm1ss1on of Texas, or any successor 
agency, or other governmental authority having Junsdict1on If at any lime after the effective date of the partial termination prov1s10ns 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 
Notwithstanding the termination or this lease as to a portion of the lands covered hereby Lessee shall nevertheless continue to have the right of ingress 
to and egress from the lands sllll sub1ect to this lease for all purposes described in Paragraph 1 hereof together with easements and nghts-of-way for 
ex1st1ng roads existing pipelines and other existing facilities on, over and across all the lands described in Paragraph 1 hereof ( the retained lands·). for 
access to and from the retained lands and for the gathenng or transportation of 011, gas and other minerals produced from the retained lands 
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(B) HORIZONTAL. In the event this lease 1s 1n force and effect two (2) years after the expiration dale of the pnmary or extended term 1t shall 
further terminate as to all depths below 100 feet below the total depth dnlleddeepest perforat1on(here1nafter "deeper depths") 1n 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 to one­
half (1/2) of the bonus onginally paid as cons1derat1on for this lease (as specified on page 1 hereof) If such amount 1s paid, this lease shall be in force 
and effect as to such deeper depths, and said termination shall be delayed for an additional penod of two (2) years and so long thereafter as 011 or gas 1s 
produced 1n paying quant1t1es from such deeper depths covered by this lease 

(C) IDENTIFICATION AND FILING. The surface acreage retained hereunder as to each well shall, as nearly as practical be in the form of a 
• square with the well located in the center thereof, or such other shape as may be approved by the Comm1ss1oner of the General Land Office Within 
: .: •• 1th1rty (30) days after partial term1nallon of this lease as provided herein, Lessee shall execute and record a release or releases containing a satisfactory 

legal description of the acreage and/or depths not retained hereunder The recorded release or a cert1f1ed copy of same shall be filed 1n the General 
•: ... it-and Office, accompanied by the filing fee prescribed by the General Land Office rules 1n effect on the date the release 1s filed If Lessee fails or refuses 

to execute and record such release or releases within ninety (90) days after being requested to do so by the General Land Office, then the 
• Commissioner at his sole d1scret1on may designate by written instrument the acreage and/or depJhs to be released hereunder and record such 

: • • • •nstrument at Lessee·s expense in the county or counties where the lease 1s located and 1n the off1c1al 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 o~ .:a 
to protect the 011 and gas under the above-described land from being drained Lessee. sublessee, receiver or other agent in control of the" leased 

• • •. Orem1ses shall dnll as many wells as the facts may Justify and shall use appropnate means and dnll to a depth necessary to prevent undue dra~?!Qe • 
• 11 and gas from the leased premises In add1t1on. 1f 011 and/or gas should be produced ,n commercial quantities within 1,000 feet of the leased p m1 "· 

or in any case where the leased premises 1s being drained by production of 011 or gas. the Lessee, sublessee. receiver or other agent in control of, he 
leased premises shall ,n good faith begin the drilling of a well or wells upon the leased premises w1th1n 100 days after the draining well or wells or the 
well or wells completed within 1 000 feet of the leased premises start producing 1n commercial quant1t1es and shall prosecute such dnlhng with d1hgence 
Failure to satisfy the statutory offset obligation may subJect this lease af\d t~&H>f the soil's agenc;y-ngl'll6 to forfeiture Only upon the deterJt1~MQ 
of the Comm1ss1oner of the General Land Office and with his wntten approval may the payment of compensatory royalty under applicable stSttMy 
parameters satisfy the obligation to dnll 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 1mphed covenant of th1e lease 
from conducting drilling operations on the leased premises, or from producing 011 or gas from the leased premises by reason of war, rebellion. ,~~ 
stnkes. acts of God, or any valid order, rule or regulation of government authonty then whale so prevented, Lessees obhgauon to comply w,tlt Q ch 
covenant shall be suspended and Lessee shall not be liable for damages for failure to comply with such covenants add1tlonalty, this lease shall be 
extended while Lessee 1s prevented, by any such cause, from conducting drilling and reworking operations or from producing 011 or gas from the leased 
premises However nothing ,n this paragraph shall suspend the payment of delay rentals ,n order to maintain this lease 1n effect during the pnmary term 
1n the absence of such dnlhng or reworking operations or production of 011 or gas 
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19. WARRANTY CLAUSE.The-owA&H>f the-&eil-warN1nt!HlAd-agrees-to-defend-11tle-to-th& leased--prem1se&c If the owner of the soil defaults tn 

payments owed on the leased premises , then Lessee may redeem the nghts of the owner of the soil in the leased premises by paying any mortgage O 
taxes or other hens on the leased premises If Lessee makes payments on behalf of the owner of the soil under this paragraph, Lessee may recover the 4 
cost of these payments from the rental and royalties due the owner of the soil 

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soil owns less than the entire und1v1ded surface estate in the above 
described land whether or not Lessee·s interest 1s specified herein, then the royalties and rental herein provided to be paid to the owner of the soil shall 
be paid to him in the proportion which his interest bears to the entire undivided surface estate and the royalties and rental herein provided to be paid to 
the Comm1ss1oner of the General Land Office of the State of Texas shall be likewise proportionately reduced However before Lessee ad1usts the 
royally or rental due to the Commissioner of the General Land Office, Lessee or his authorized representative must submit to the Commissioner of the 
General Land Office a 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 und1v1ded interest. However, 1n no event shall 
the Comm1ss1oner of the General Land Office receive as a royalty on the gross production allocable to the und1v1ded interest not leased an amount less 
than the value of one-sixteenth (1/16) of such gross production 

(B) REDUCTION OF PAYMENTS. If dunng the pnmary term, a portion of the land covered by this lease 1s included within the boundaries 
of a pooled unit that has been approved by the School Land Board and the owner of the soil in accordance with Natural Resources Code Sections 
52 151-52 154, or If, at any lime after the expiration of the pnmary term or the extended term this lease covers a lesser number of acres than the total 
amount descnbed herein, payments that are made on a per acre basis hereunder shall be reduced according to the number of acres pooled, released, 
surrendered, or otherwise severed. so that payments determined on a per acre basis under the terms of this lease dunng the primary term shall be 
calculated based upon the number of acres outside the boundanes of a pooled unit or, 1f 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 nght to use water produced on said land necessary for operations under this lease except water 
from wells or tanks of the owner of the soil , provided however Lessee shall not use potable water or water suitable for livestock or 1mgatlon purposes 
for waterflood operattons without the prior consent of the owner of the soil 

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

23. PIPELINE DEPTH When requested by the owner of the soil , Lessee shall bury its p1pehnes below plow depth 

24. WELl LOCATION LIMIT. No well shall be drilled nearer than two hundred (200) feet to any house or barn now on said premises without 
the written consent of the owner of the soil rre 
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25..POLLUTION. In developing this area, Lessee shall use the highest degree of care and all proper safeguards to prevent pollution Without 
ltm1ting the foregoing. pollution of coastal wetlands. natural waterways rivers and impounded water shall be prevented by the use of containment 
fac1lt11es sufficient to prevent spillage. seepage or ground water contamination In the event of pollution, Lessee shall use all means at its disposal to 
recapture all escaped hyorocarbons or other pollutant and shall be responsible for all damage to public and private properties Lessee shall build and 
maintain fences around tis slush. sump, and drainage pits and tank battenes so as to protect livestock against loss, damage or iniury and upon 
completion or abandonment of any well or wells, Lessee shall fill and level all slush pits and cellars and completely clean up the drilling site of all rubbish 
thereon Lessee shall, while conducting operations on the leased premises, keep said premises free of all rubbish, cans, bottles paper cups or garbage, 
and upon completion of operallons shall restore the surface of the land to as near its original cond11lon and contours as 1s practtcable Tanks and 
equipment will be kept painted and presentable 

: • •• J 26. REMOVAL OF EQUIPMENT. Subject to ltm1tallons in this paragraph, Lessee shall have the right to remove machinery and fixtures placed ... 
.by Lessee on the leased premises Including the right to draw and remove casing, within one hundred twenty (120) days after the expiration or the 

•: - t ermination of this lease unless the owner of the soil grants Lessee an extension of this 120-day period However, Lessee may not remove casing from 
any well capable of producing 011 and gas in paying quantities Add1llonally, Lessee may not draw and remove casing until after thirty (30) days written 

• nollce to the Comm1ss1oner of the General Land Office and to the owner of the soil The owner of the soil shall become the owner of any machinery. 
: • • • l 1xtures or casing which are not timely removed by Lessee under the terms of this paragraph .... 
• • • • • : 27. (A) ASSIGNMENTS. Under the conditions contained in this paragraph and Paragraph 29 of this lease. the nghts and estates of either 

• arty to this lease may be assigned in whole or 1n part. and the prov1s1ons of this lease shall extend to and be binding upon their heirs. devise~ r1,ll 
representatives successors and assigns However a change or d1v1sion in ownership of the land rentals , or royallles will not enlarge the obhga, 1ons of 

• •. t essee d1m1n1sh the nghts, privileges and estates or Lessee, impair the effectiveness of any payment made by Lessee or impair the effect1venesl ~ a~y 
• ct performed by Lessee And no change or dlVlston in ownership or the land rentals or royalties shall bind Lessee for any purpose unt1l th1rty {~) dti~s 

after the owner or the soil (or his heirs, dev1sees, legal representatives or assigns) furnishes the Lessee with satisfactory written evidence or the chal'lge 
in ownership. Including the onginal recorded muniments of title (or a certified copy of such original) when the ownership changed because or a 
conveyance A total or partial assignment or this lease shall , to the extent or the interest assigned, relieve and discharge Lessee or all subsequent 
obligations under this lease If this lease ts assigned in its entirety as to only part of the acreage, the right and option to pay rentals shall be appQrt~PleQ 
as between the several owners ratably, according to the area of each, and failure by one or more of them to pay his share of the rental shall no!'fflt: 
this lease on the part or the land upon which pro rata rentals are timely paid or tendered, however 1f the assignor or assignee does not file a certified 
copy or such assignment 1n the General Land Office before the next rental paying date, the entire lease shall terminate for failure to pay the enhf '1L1t:\I 
due under Paragraph 3 Every assignee shall succeed to all rights and be subject to all obhgat1ons. liab11tt1es. and penalties owed to the Stattt by the 
original lessee or any prior assignee of the lease, including any habthlles to the State for unpaid royalties : • • • 

•••• 
(8) ASSIGNMENT LIMITATION. Notw1thstand1ng any prov1s1on ,n Paragraph 27(a), 1f the owner or the soil acquires this lease in whole or in 

part by assignment without the prior written approval or the Comm1ss1oner of the General Land Office this lease 1s void as of the lime of assignment and 
the agency power of the owner may be forfeited by the Comm1ss1oner An assignment w,11 be treated as tf ti were made to the owner or the soil ,r the 
assignee ,s 

(1) a nominee of the owner of the soil , 
(2) a corporallon or subs1d1ary in which the owner of the so1l 1s a pnnc,pal stockholder or 1s an employee of such a corporation or subsidiary 
(3) a partnership tn which the owner of the soil 1s a partner or 1s an employee of such a partnership 
(4) a principal stockholder or employee of the corporation which ts the owner of the soil , 
(5) a partner or employee 1n a partnership which IS the owner of the soil, 
(6) a fiduciary for the owner of the soil, including but not hm1ted to a guardian. trustee. executor, adm1n1strator, receiver, or conservator for the 
owner of the soil , or 
(7) a family member of the owner of the soil or related to the owner or the soil by mamage, blood, or adoption 

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 portion or portions of the leased premises, and thereby surrender this lease as 
to such portion or portions, and be relieved of all subsequent obhgabons as to acreage surrendered If any part of this lease 1s property 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 pnor to such surrender however such release w,11 not relieve Lessee of any hab1ht1es which may have accrued under this lease prior to the 
surrender or such acreage 

29. FILING OF ASSIGNMENTS ANO RELEASES If all or any part of this lease 1s assigned or released such assignment or release must be 
recorded in the county where the land 1s Situated. and the recorded instrument. or a copy of the recorded instrument cert1f1ed by the County Clerk of the 
county in which the instrument 1s recorded must be filed in the General Land Office w1th1n 90 days of the last execution date accompanied by the 
prescribed fihng fee If any such assignment 1s not so filed the rights acquired under this lease shall be subject to forfeiture at the option or the 
Comm1ss1oner of the General Land Office 

30. DISCLOSURE CLAUSE. All prov1s1ons perta1n1ng to the lease or the above-described land have been included 1n this instrument, 
1nclud1ng the statement or the true consideration to be paid for the execution or this lease and the nghts and duties or the parties Any collateral 
agreements concerning the development of 011 and gas from the leased premises which are not contained ,n this lease render this lease invalid 

31. FIDUCIARY DUTY. The owner or the soil owes the State a fiduc,ary duty and must fully disclose any facts affecting the State's interest 1n 
the leased premises When the interests or the owner of the soil conn,ct with those of the State, the owner of the soil 1s obligated to put the States 
interests before his personal interests 

32 FORFEITURE If Lessee shall fail or refuse to make the payment of any sum within thirty days after 11 becomes due. or 1f Lessee or an 
authorized agent should knowingly make any false return or false report concerning production or dnlhng, or 1f Lessee shall rail or refuse to drill any 
offset well or wells in good faith as reqwed by law and the rules and regulations adopted by the Commissioner of the General Land Office. or ,r Lessee 
should fall to file reports tn the manner required by law or fail to comply with rules and regulations promulgated by the General Land Office the School 
Land Board or the Railroad Commission, or if Lessee should refuse the proper authority access to the records pertaining to operations or 1f Lessee or 
an authorized agent should knowingly fail or refuse to give correct ,nrormation to the proper authority or knowingly ra,1 or refuse to furnish the General 
Land Office a correct log of any well or 1f Lessee shall knowingly violate any of the material provisions or this lease or 1f this lea e Is assigned and the 
assignment 1s not filed 1n the General Land Office as required by law. the nghts acquired under this lease shall be subJect to forfeiture by the 
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Commissioner and'he shall forfeit same when sufficiently informed of the facts which authonze a forfeiture , and when forfeited the area shall again be 
subject to lease under the terms of the Relinquishment Act However, nothing herein shell be construed as waiving the automatic termination of this 
lease by operation of law or by reason of any special l1m1tation ans1ng hereunder Forfeitures may be set aside and this lease and all rights thereunder 
reinstated before 1he ngh\s of another intervene upon satisfactory evidence to the Comm1ss1oner of the General Land Office of future compliance with 
the prov1s1ons of the law and of this lease and the rules and regulations that may be adopted relallve hereto 

33. LIEN. In accordance with Texas Natural Resources Code 52 136 the State shall have a first lien upon all 011 and gas produced from the 
area covered by this lease to secure payment of all unpaid royalty and other sums of money that may become due under this lease By acceptance of 
this lease, Lessee grants the State. in addition to the hen provided by Texas Natural Resources Code 52 136 and any other applicable statutory hen. an 

• • • express contractual hen on and secunty interest 1n all leased minerals rn and extracted from the leased premises all proceeds which may accrue to 
: • : 1Lessee 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 rn connection with the production or processing of such leased minerals 1n order lo secure the payment of all royalties or other 
•: ... i amounts due or to become due under this lease and to secure payment of any damages or loss that Owner of the Soil may suffer by reason of Lessees 

breach of any covenant or cond1t1on of this lease , whether express or 1mpl1ed This hen and secunty interest may be foreclosed with or without court 
• proceedings in the manner provided an the Title 1 Chap 9 of the Texas Business and Commerce Code Lessee agrees that the Comm1ss1oner may 

: • • • .-equ1re Lessee to execute and record such instruments as may be reasonably necessary to acknowledge, attach or perfect this hen Lessee hereby 
• • • • represents that there are no pnor or supenor hens ans1ng from and relaung to Lessee's act1v1t1es upon the above-descnbed property or from Lessee's 

••••• • cqu1s1t1on of this lease Should the Comm1ss1oner at any tame determine that this representation 1s not true then the Comm1ss1oner may declare th,s 
• ease forfeited as provided herein : ••• : • 

• 
• • •. : 34. POOLING. Lessee is hereby granted the nght to pool or unitize the royalty interest of the owner or the soil under this lease with aO? ~th1?. 

• asehold or mineral interest for the exploration development and production or 011 or gas or either of them upon the same terms as shall be a~proti 
by the School Land Board and the Comm1ss1oner or the General Land Office for the pooilng or unitizing of the interest of the State under this le~se 
pursuant to Texas Natural Resources Code 52 151-52 154 The owner of the soil agrees that the 1nclus1on of this prov1s1on an this lease satisfies the 
execution requirements stated an Texas Natural Resources Code 52 152 

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

agents contractors subcontractors guests 1nv1tees, and their respective successors and assigns. of and from all and any actions and causes of a ,on 
of every nature or other harm, including environmental harm for which recovery of damages as sought. 1nclud1ng but not limited to, all los1 j~~ 
expenses which are caused by the act1v1t1es of Lessee, its officers, employees, and agents ansang out of, incidental to . or resulting from, the o~rat1ons 
of or for Lessee on the leased premises hereunder or that may anse out of or be occasioned by Lessee·s breach of any of the terms or prov1s1ons (J( ~lit I 
Agreement or by any other negligent or stndly hable act or om1ss1on of Lessee Further, Lessee hereby agrees to be hable for, exonerate, 1n-.:111fy, 
defend and hold harmless the State of Texas and the owner of the soil , their officers employees and agents their successors or assigns against any 
and all claims, habll1t1es, 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 hab1llty, including attorneys' fees and other legal expenses, including those related to 
environmental hazards. on the leased premises or 1n any way related to Lessee·s failure to comply with any and all environmental laws those arising 
from or an any way related to Lessee·s operations or any other of Lessees act1v1t1es on the leased premises those arising from Lessees use of the 
surface of the leased premises and those that may anse out of or be occasioned by Lessee s breach of any of the terms or prov1s1ons of this Agreement 
or any other act or om1ss1on of 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 harmless the State of Texas and the owner of the soil their off1cera. employees and agents 1n the same manner provided above 1n connection with 
the ad1v1bes of Lessee. its officers employees and agents as described above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF 
THE INDEMNITY OBLIGATIONS ANDIOR LIABILITIES ASSUMED UNDER THE TERMS OF THIS AGREEMENT SHALL BE WITHOUT LIMITS AND 
WITHOUT REGARD TO THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXISTING CONDITIONS), STRICT LIABI LITY, 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 lo prevent contamination or 
pollution of any environmental medium including soil, surface waters groundwater sediments. and surface or subsurface strata ambient air or any 
other envaronmental medium in, on or under, the leased premises. by any waste pollutant. or contaminant Lessee shall not bnng or permit to remain on 
the leased premises any asbestos containing matenals explosives tox,c matenals, or substances regulated as hazardous wastes hazardous matenals 
hazardous substances (as the term Hazardous Substance" as defined an the Comprehensive Environmental Response. Compensation and Llab1hty Act 
(CERCLA). 42 U S C Sections 9601 et seq ). or toxic substances under any federal state. or local law or regulauon ("Hazardous Matenals"). except 
ordinary products commonly used In connection with 011 and gas exploration and development operations and stored an the usual manner and quantities 
LESSEE'S VIOLATION OF THE FOREGOING PROHIBITION SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND 
LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST 
ANY CLAIMS, DAMAGES, JUDGMENTS, PENALTIES, LIABILITIES, AND COSTS (INCLUDING REASONABLE ATIORNEYS' FEES AND COURT 
COSTS) CAUSED BY OR ARISING OUT OF (1) A VIOLATION OF 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 
CONTA MINATION 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 ASSU MPTION 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 
PARAGRAPH, UPON LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY 
GOVERNMENTAL AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED 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 52 171 through 52 190, commonly 
known as the Rehnqu1shment Ad. and other apphcable statutes and amendments thereto and 1f any prov1s1on an this lease does not conform to these 
statutes. the statutes will prevail over any nonconforming lease provisions 
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·3a. EXECUTION. This 011 and gas lease must be signed and acknowledged by the Lessee before 111s filed of record in the county records and 
1n the General Land Office of the State of Texas Once the filing requirements found 1n Paragraph 39 of this lease have been satisfied, the effective date 
of this lease shall be the ~ate found on Page 1 

39. LEASE FILING. Pursuant to Chapter 9 of the Texas Business and Commerce Code this lease must be filed of record 1n the office of the 
County Clerk in any county In which all or any part of the leased premises 1s located , and certified copies thereof must be filed 1n the General Land 
Office This lease 1s not effective until a certified copy of this lease (which 1s made and certified by the County Clerk from his records) 1s filed in the 
General Land Office 1n accordance with Texas Natural Resources Code 52 183 Additionally, this lease shall not be binding upon the State unless 11 
recites the actual and true consideration paid or promised for execution of this lease The bonus due the State and the prescribed filing fee shall 

• • • accompany such certified copy to the General Land Office 
• • a 
• •• 40. RENTALS. 1 THIS IS A PAID-UP OIL AND GAS LEASE. • 

. .. . . . .... . 
•••••• . . 
.. . 

• • • • •• 
By 

ETO FOR ADDITIONAL PROVISIONS 

Title _L/""-'-i.>Cc.e.::~fr....;.r_e,..c_ J_~_f ___ _ 
Date _ _._l "-ll /'""'.:J.-~t/-.1 .... 'I ______ _ 

STATE OF TEXAS 

t l,Jt~----
LAJ CORPORATION 

lnd1v1dually and as agent for the State or Texas 

By Robert W Hodge (printed name) 

Title Vice Pres1de~~of Land 

Date 0 _ia, f I Cf 
I 

STATE OF TEXAS 

Individually and as agent for the Stale of Texas 

By (printed name) 
Tille ___________ _ 

Date ------------

STATE OF TEXAS 

lnd1v1dually and as agent for the Stale of Texas 

By (printed name) 
Tille ___________ _ 

Date ------------

STATE OF TEXAS 

lnd1v1dually and as agent for the State or Texas 

By (printed name) 

Tille------------

Date ------------

• • •••••• • 
•• • • • • •• 

• •• • • • •••• 
• 

• . 
•••••• • 

•••• • •••• 
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. . 
STATE OF~ (CORPORATION ACKNOWLEDGMENT) 

COUNTY OF ~M,.,,10.c,,lA.....:.:..;:NcxO_· ____ _ 

BEFORE ME. the undersigned authonty, on this day personally appeared "'R..,.0
1
be,...rt.t...:..W:....:.H"'od""""ae.._ _______________ _ 

known to me to be the person whose name 1s subscribed to the foregoing instruments as ~V .... 1ce......_P~r_e~si-d_e-nt~o=f~L~a=n=d _____________ _ 

of LAJ Corporation, a Texas corporation and acknowledged to me that he 

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

: .: I 
Given under my hand and seat of office this the 22"" day of August 2014 . 

• 
••• • • • • • • • 

• •••••• . . Notary Public 1n and for Mldland County, Texas 

• • •••••• • .. . 
• 

(CORPORATION ACKNOWLEDGMENT) •• • 
• • • • •• 

• 
BEFORE ME the undersigned authority, on this day personally appeared ------~...,...--,-.-

known to me to be the person whose name 1s subscribed to the foregoing instruments as Jc;). ~ f 
~ . ~ J . ~ ------':-.-·-·-. 

and acknowledged to me "1 r lie 

executed the same for the purpo es and cons1derat1on therein expressed in the capacity stated. and as the act and deed of said corporation • • 

Given under my hand and seal of office this the _.2_ 

& KAREN S GONZALES 
NOTARY PUBLIC 

StateolTms 
ConYn ~ 02124/2018 

STATE OF 3exc,,\.. 
COUNTY OF 't?e ><Q.C 

day of ~ ,,.. Je. / 20 I 

~H.n, ..b-~ 

•••••• • 
•••• • •••• 

Notary Public in and for __ '.__,_,e><i:..<:~~=~=--------

(INDIVIDUAL ACKNOWLEDGMENT) 

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

known to me to be the persons whose names are subscribed to the foregoing instrument and acknowledged to me that they executed the same for the 

purposes and cons1derat1on therein expressed 

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

Notary Public in and for---------------

STATE OF---------- (INDIVIDUAL ACKNOWLEDGMENT) 

COUNTY OF--------

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

known to me to be the persons whose names are subscribed to the foregoing instrument and acknowledged to me that they executed the same for the 

purposes and consideration therein expressed 

Given under my hand and seal of office this the ___ day of _________ _ 20 __ 
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ADDENDUM 1 

Attached to and made a Part of 011 and Gas Lease dated August 22, 2014 , 
From the State of Texas, acting by and through its agent LAJ Corporation, 

as the Owner of the Soil , to Silverback Exploration, LLC, as Lessee 

The printed lease form to which thtS addendum ts attached contains pnnted Paragraphs 1 through 40 The prov1s1ons set forth below, including 
Paragraphs 41 through 49, are made a part of the printed lease form, as though ong1nally contained therein In the event of a confhct between any of the 
provisions of Paragraphs 1 through 40 and any of the provisions contained in this addendum the conflicting prov1s1on of this addendum shall prevail 
The term "this lease," whether appearing in the printed lease form or this addendum, shall mean the agreement contained in the pnnted lease form as 

! • • • 1amended, supplemented and superseded by this addendum 
••• 
•• ••• i 41 . The term "Actual Drilling• will be defined as having a ng on location (and dnlhng operations underway) that ,s capable of dnlling to the 

• permitted total depth, which must be within a formation reasonably believed to contain commercially recoverable deposits of oil and/or gas 

• • • 42. After the expiration of the primary term and/ or the extended term, whichever ,s later, this 0 11. Gas and Mineral Lease shall be construed 
•.:. • o be a separate lease as to each separate production untl 

• 
•: • • •: 43. Lessee may dnll a water well or wells on the leased premises Lessee agrees to install a meter on each well and to pay the o...,ner ~f 

• the soil for water produced from said well. or wells at a rate of SO 50 per barrel Prior to abandonment of such well, Lessee shall offer the tMJ" f 
• • ells to the owner of the soil with casing intact at no cost The owner of the soil shall elect w1th1n fifteen (15) days of receipt of such np~ce ~o 

• • t ake over the well In agreeing to take over the water well(s) the owner of the soil hereby agrees to release Lessee from any hab11tty ans,, g ( rom 
• • ~ nlllng operating , producing or otherwise maintaining such well or wells •• 

• 
44. Unless otherwise agreed by the owner of the soil, acting as agent on behalf of the State of Texas, in wnting and in advance, Lessee shall 

be proh1b1ted from disposing of salt water on the leased premises Disposal of any such salt water or the removal of salt water from the leased premises 
shall be accomplished in strict compliance with the rules and regulaltons of the RRC and any other governmental agency having 1ullldict,on then~>f . • • • 

• ••• 
45 Upon wntten request Lessee shall furnish the owner of the soil with copies of the following related to wells operated by Lessee on the • 

Land or lands pooled therewith : • • •: • 

• 
(A) Plats or maps showing the location of the well and all forms filed with the appropriate state governmental authonty, •••• 
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(B) Copies of monthly production reports • •: • 
(C) Daily drilling and completion reports, and mud log ,f a mud log ,s run in such well P 
(0) The details of any drillstem tests taken in said well and the final results of any core analyses which are run on cores taken G 

while drilling said well, 
(E) Copies of all testing reports and logs run in such well 

46. All said information will be furnished in a timely manner to the Owner of the Soil at the above address or e-ma,I 
Oa1coro@northstarop coml Contact information 1s subject to change 

47. The owner of the soil makes no warranty of lltle to the leased premises, either express or 1mpl1ed 

0 
4 

48 As an add11tonal cash bonus due and payable as and when dnlhng operations construction, p ipeline 1nstallat1on and other surface 2 
operations are conducted, any operations conducted on the surface of the premises.related to th,s lease, shall be subJect to payment by Lessee for all of 2 
the types of operations and 1n the payment amounts and terms as set out in the then current University of Texas System Rate and Damage Schedule 
promulgated by Un1vers1ty Lands Surface and Mineral Interests and/or by the Board of Regents of the University of Texas System, applicable to 011 and 
gas operations on lands owned by the State of Texas and subject to lease by the Board for Lease of University Lands Such payments shall be made 
112 directly to the owner of the soil and a like amount paid or tendered to the Comm1ss1oner of the General Land Office of the State of Texas at Austin , 
Texas 

49. The prov1s1ons of this lease shall inure to the benefit of and be binding upon the owner of the soil. the State of Texas, and Lessee, and 
their respective heirs, successors, assigns, representatives directors, principals, agents, employees, contractors and subcontractors 

50. In the event this lease ,s perpetuated beyond the pnmary term by production or drilling or reworking operations this lease shall remain in 
full force and effect as to all of the lands covered by this lease 1f on or before One Hundred Eighty (180) days after the primary term, lessee commences 
a continuous development drilling program on the leased premises in accordance with the following , and thereafter diligently continues and prosecutes 
such continuous drilling operations on the leased premises with no cessation of more than One Hundred Eighty (180) days between the completion of 
any one well and the commencement of the actual dnlllng of the next succeeding 011 and/or gas well At and after the exp1ra1ton of the primary term, 
failure to Umely commence or prosecute the continuous development program provided hereinabove shall terminate this lease as to all of the above 
described premises, SAVE and EXCEPT as to each "production untl as hereinafter defined A production unit for a vertical well shall be (1) the 
maximum number of acres required by the Railroad Comm1ss1on of Texas for a proration unit under then existing special field rules or (11) 1f there are no 
special field rules 40 acres around each vertical 011 well and 160 acres around each vertical gas well then producing or capable of producing 011 andlor 
gas in paying quantities In the event of a horizontal well , Lessee may allocate acreage to each production unit that amount of acreage as allowed by 
Rule 86 of the Railroad Commission of Texas Notw1thstand1ng the foregoing , the production unit for a vertical 011 or gas well shall not exceed 160 acres, 
and for a horizontal oil or gas well shall not exceed 320 acres Each production unit retained by Lessee shall be limited to those depths from the surface 
of the ground to 100' below the base of the deepest perforations from which production of 011 or gas 1n paying quant,t,es 1s being ma1nta1ned (or, in the 
case of a shut-in gas well , can be ma1nta1ned) in the well on such production unit and all other deeper depths shall be released 

The term "complelton," as used herein, shall mean the earlier of the date of completion shown on the Railroad Comm1ss1on Initial Potential Form W-2 or 
60 days from the date of release of the dnlltng rig Upon termination or this lease as to any portion of the leased premises Lessee shall deliver to Owner 
of the soil a plat showing the designated production units around each well and a partial release complying with the requirements of this paragraph 
suitable for recording 



••• • • • • •• 

... ' . . .. ... . 
• ······ ' . 

• 
••• . . . 

•• 

,• . 

. . ... ... 

OWNER OF THE SOIL 

12 JI~ 
LAJ coRl>ci'&ioN .... 

SIGNED FOR IDENTIFICATION 

LESSEE Sii rb xploraUon, LLC 

~~1e fr:: c!p~ Z 
Date _ ___.ll._,_/ -=2,..1~/J ...... Y.~-----

• • •••••• . 
•• • • • • • •• 

STATE OF TEXAS 

••• -----------------~·~: .. · 
• lnd1v1dually and as agent for the Slate of Texas lnd1v1dually and as agent for the State of Texas • • •••••• • By Robert W Hodge (printed name) 

Title V,ce Pre:dent of Land 

Date e /J.t: hy 
1 J 

Inst No. 15-00465 
OLi\NNE 0 . FLOREZ 
COUNTY CLERK 

2015 Jan 16 at 10:41 Af:1 

By (printed name) 

Title----------

Date ----------

EVE C T S 
' EPUTY After Recording please return to 

E & G Energy, Inc 

4925 Greenville Ave, Ste 825 
Dallas, Texas 75206 

•••• • • ••• 
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\. . . 
S4~orl~rll Land Office 
Rellnqu,shmont Act lea11 Form 
Revised, Soptomber 1997 

15-00486 
FILED FOR RECORD 

REEVES COUNTY, TEXAS 
Jan 16, 2015 at 10:41:00AM 

} 1-13¥+ 13 

%lu.stin, 'filexas 

OIL AND GAS LEASE 

THIS AGREEMENT 1s made and entered into this 22nd day of September, 2014, between the State of Texas acting 

of 400 N Manenfeld. Suite 100. Midland, TX 79701 

(Grve Permanent Address) 

• • •••••• • 
•• • • • • .. 

• 

• • • • • . . ... 
• • • ••••• • 

• ••• • . ... 
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said agent herein referred to as the owner of the soil (whether one or more} and xS:.:.c1lv'""e""rb...,a,..ck=-=E""x .. p,.,.lo...,ra .... 11.,.o_...n'"", L,._,L..,C.__ ___________ _ 
of 1826 North Loop 1604 West, Suite 325, S.,..anl.l..LaA...,n.,,.lowo ... 10.._._T.,..e,,,xa"->sw7w,8u,2.::,4.,.8 __________________ __._, hereinafter called Lessee p 

(Give Permanent Address) G 
1. GRANTING CLAUSE. For and in cons1derallon of the amounts stated below and of the covenants and agreements to be paid kept and 

performed by Lessee under this lease, the State of Texas acting by and through the owner of the soil, hereby grants. leases and lets unto Lessee, for 
the sole and only purpose of prospecting and dnlhng for and producing 011 and gas laying pipe lines, bu1ld1ng tanks, storing 011 and building power 
stations, telephone lines and other structures thereon, to produce. save. take care of. treat and transport said products of the lease. the following lands Q 
situated 1n ~County, State of Texas, to-wit 4 

East 100 acres of the SE/4 of Section 1, A-5442, Block 59, Pubhc School Lands Survey, 2 

Contalnlng..1.QQ_acres. more or less The bonus consideration paid for this lease 1s as follows 

To the State of Texas Fifty One Thousand Forty One J!!19 rn 
Dollars ($51.041 67) 

To the owner of the so1I ...E!fti.Qne Thousand Forty One and 671100 

Dollars ($51,041 67) 

Total bonus cons1derat1on One Hundred and Two Thousand Eighty Three and 34/100 

Dollars ($102.083 34l 

The total bonus consideration paid represents a bonus of ___ Tu.h,.,_ree"""-T..,_h""o..,u,..s""a~nd"-'-F.u:1y ... e..,_H.:..:u:.:.:ncxd'""re"'d"-'a:..:.n:.zdc...,Oc.:,iO:.:..l1,_,0""0'-----

Dollars {$ 3,500 OOl per acre. on 29,1667 net acres 

2. TERM. SubJect to the other prov1s1ons in this lease, this lease shall be for a term of three (3) years from this date (herein called "pnmary 
term") and as long thereafter as 011 and gas, or either of them, 1s produced in paying quantities from said land As used in thrs lease. the term "produced 
In paying quanlllles· means that the receipts from the sale or other authonzed commercial use of the substance(s) covered exceed out of pocket 
operational expenses for the six months last past 

4 



• •• :.: r 
• ...... . . 

3. DELAY RENTALS. If no well 1s commenced on the leased premises on or before one (1) year from this date. this lease shall terminate, 

unless on pr before such anniversary date Lessee shall pay or tender to the owner of the soil or to his credit in the ~ A PAID-UP LEASE SEE 

PARAGRAPH 40" Bank, at , 
or Its successors (which shall continue as the depository regardless or changes in the ownership or said land) the amount specified below. 1n addition, 
Lessee shall pay or tender to the COMMISSIONER OF THE GENERAL LAND OFFICE OF THE STATE OF TEXAS AT AUSTIN TEXAS. a hke sum on 
or before said date Payments under this paragraph shall operate as a rental and shall cover the pnvtlege of defemng the commencement of a well ror 
one (1) year from said date Payments under this paragraph shall be ,n the following amounts 

To the owner of the SOii. NIA. Paid-Up Lease. See Paragraph 40 

Dollars (SN/A. Paid-Up Lease. See Paragraph 40 

To the State or Texas NIA. Paid-Up Lease. See Paragraph 40 

Dollars (SN/A. Paid-Up Lease, See Paragraph 40 

Total Delay Rental NIA, Paid-Up Lease, See Paragraph 40 

Dollars (SN/A, Paid-Up Lease See Paragraph 40 

_) 

• • •••••• . .. 
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In a like manner and upon like payments or tenders annually, the commencement of a well may be further deferred ror successive periods ot PPVll) 1 
: • • •. year each during the primary term All payments or tenders of rental to the owner or the soil may be made by check or sight draft of Lesset, or any 

• • • • assignee of this lease, and may be delivered on or before the rental paying date If the bank designated in this paragraph (or its successor bank) s;,t>flltl 1 
• •••• : cease to eXJst. suspend business, liquidate, fail or be succeeded by another bank. or for any reason fail or refuse to accept rental, Lessee shmt~M be 3 

• • held In default for failure to make such payments or tenders of rental until thirty (30) days after the owner of the soil shall dehver to Lessee a proper 8 recordable instrument naming another bank as agent to receive such payments or tenders .. . 
• • • .. 4. PRODUCTION ROYAL TIES. Upon production of 011 and/or gas. Lessee agrees to pay or cause to be paid one-half (112) of the royalty 

provided for In this lease to the Commissioner of the General Land Office of the State of Texas. at Austin , Texas. and one-half (112) of such royalty to the 

owner or the soil 
(A) OIL. Royalty payable on 011. which 1s defined as 1nciud1ng all hydrocarbons produced 1n a liquid form at the mouth of the well and also as 

all condensate, distillate, and other hqu1d hydrocarbons recovered from 011 or gas run through a separator or other equipment. as hereinafter provided, 
shall be 114"' Cone-fourth} part or the gross production or the market value thereof, at the option of the owner of the soil or the Commissioner of the p 
General Land Office, such value to be determined by 1) the highest posted pnce. plus premium, 1f any, offered or paid for 011, condensate d1shllate, or 
other liquid hydrocarbons, respectively, of a like type and gravity in the general area where produced and when run or 2) the highest mar1<et price G 
thereof offered or paid in the general area where produced and when run, or 3) the gross proceeds of the sale thereof, whichever ,s the greater Lessee 
agrees that before any gas produced from the leased premises 1s sold used or processed in a plant 11 w,11 be run free of cost to the royalty owners 
through an adequate oil and gas separator of conventional type, or other equipment at least as efficient so that all hqu1d 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 wnt,ng, by 
the royalty owners upon such terms and conditions as they prescribe O 

(B) NON PROCESSED GAS. Royalty on any gas (including Oared gas) which 1s defined as all hydrocarbons and gaseous substances not 4 
defined as 011 In subparagraph (A) above. produced from any well on said land (except as provided herein with respect to gas processed in a plant for 2 
the extraction of gasoline, liquid hydrocarbons or other products) shall be 1/4th Cone-fourth} part or lhe gross production or the mar1<et value thereof, at 5 
the option of the owner of the soil or the Comm1ss1oner of the General Land Office, such value to be based on the highest market pnce paid or offered 
for gas of comparable quahty 1n 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 1n measuring the gas under this lease shall not at any lime exceed 14 65 paunds per square inch 
absolute, and the standard base temperature shall be sixty (60) degrees Fahrenheit, correction to be made for pressure according to Boyle·s Law, and 
for specific gravity according to tests made by the Balance Method or by the most approved method of testing being used by the Industry at the time of 

testing 

(C) PROCESSED GAS. Royalty on any gas processed ,n a gasoline plant or other plant ror the recovery of gasoline or other liquid 
hydrocarbons shall be 1/4\h Cone-fourth} part of the residue gas and the liquid hydrocarbons extracted or the market value thereof. at the option of the 
owner of the soil or the Commissioner of the General Land Office All royalhes due herein shall be based on one hundred percent (100%) of the total 
plant production of residue gas attnbutable to gas produced rrom this lease, and on fifty percent (50%). or that percent accruing to Lessee. whichever 1s 
the greater, of the total plant production of hqu1d hydrocarbons sttnbutable to the gas produced from this lease provided that If hquid hydrocarbons are 
recovered from gas processed tn a plant in which Lessee (or ,ts parent. subs1d1ary or affiliate) owns an interest then the percentage applicable to liquid 
hydrocarbons shall be fifty percent (50%) or the htghest percent accruing to a third party processing gas through such plant under a processing 
agreement negohated at arm's length (or 1f there ,s no such third party the highest percent then being specified in processing agreements or contracts In 
the Industry), whichever Is the greater The respective royalties on residue gas and on liquid hydrocarbons shall be determined by 1) the highest market 
pnce paid or offered ror any gas {or liquid hydrocarbons) of comparable quality ,n the general area. or 2) the gross pnce paid or offered for such residue 
gas (or the weighted average gross selling pnce ror the respective grades of l1qu1d hydrocarbons). whichever 1s the greater In no event, however, shall 
the royalties payable under this paragraph be less than the royalhes which would have been due had the gas not been processed 

(D) OTHER PRODUCTS. Royalty on carbon black. sulphur or any other products produced or manufactured from gas (excepting hqu,d 
hydrocarbons) whether said gas be •casinghead," "dry," or any other gas. by fractionating, burning or any other processing shall be1/4th (one-fourth} part 
of the gross production of such products, or the market value thereof, at the optton of the owner or the soil or the Commissioner of the General Land 
Office, such market value to be determined as follows 1) on the basis of the highest market pnce of each product for the same month tn which such 
product Is produced, or 2) on the basis of the average gross sale pnce of each product for the same month in wh,ch such products are produced, 
whichever Is the greater 

5. MINIMUM ROYALTY. Dunng any year after the expiration of the primary term of this lease tf thrs lease ts maintained by product10n, the 
royalties pa,d under this lease in no event shall be less than an amount equal to the total annual delay rental herein provided otherwise, there shall be 
due and payable on or before the last day of the month succeeding the anniversary date of lh1s lease a sum equal to the total annual rental I s the 
amount of royalties paid dunng the preceding year If Paragraph 3 of this lease does not specify a delay rental amount, then for the purposes of this 
paragraph, the delay rental amount shall be one dollar ($1 00) per acre 



6. ROY AL l Y IN KIND. Notwithstanding any other provision in this lease, at any lime or from lime to time, the owner of the soil or the 
Commissioner of the General land Office may, at the option of either, upon not less than sixty (60) days notice to the holder of the lease, require that the 
payment of ony royalties accruing to such royalty owner under this lease be made in kind The owner of the soil's or the Commissioner of the General 
Land Offlc&'s nght to take its royalty 1n kind shall not d1m1msh or negate the owner of the soil's or the Comm1ss1oner of the General Land Office's nghts 
or Lessee's obligations, whether express or Implied under this lease 

7. NO DEDUCTIONS. Lessee agrees that all royalties accruing under this lease (Including those paid in kind) shall be without deduction for 
the cost of producing, gathenng, storing, separating, treating, dehydrating, compressing, processing, transporting and othel'Wlse making the 011, gas and 
other products hereunder ready for sale or use Lessee agrees to compute and pay royalties on the gross value received, including any re1mbipeminls 
for severance taxes and production related costs : • • • • • 

• • • 
8. PLANT FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as may represent this leases proportionate share ~ 91'1~ l I V 

used to process gas produced hereunder 1n any processing plant Notwithstanding any other prov1s1on of this lease, and subJect lo the wntten consent of 
the owner of the soil and the Commissioner of the General Land Office, Lessee may recycle gas for gas lift purposes on the leased premises or for O 
lnJectlon Into any oil or gas producing formation underlying the leased premises after the llquid hydrocarbons contained in the gas have been removed L 

• • • • t no royalties shall be payable on the recycled gas until 1t 1s produced and sold or used by lessee in a manner which entitles the royalty owners to ~ 
• • • royalty under this lease : • • • • • ••• . . . .. . . . 9. ROYALTY PAYMENTS AND REPORTS. All royalties not taken in kind shall be paid to the Commissioner of the General Land Offi& at 

Austin, Texas, In the following manner : ••• : • 
• 1 . . . 

• • • • Payment of royalty on production of 011 and gas shall be as provided in the rules set forth In the Texas Register Rules currently provide that royalty ; 1'1'1:111 1 
••••• : Is due end must be recerved in the General Land Office on or before the 5th day of the second month succeeding the month of produd1on, and t "fally 3 

• • on gas is due and must be received 1n the General Land Office on or before the 15th day of the second month succeeding the month of production, 
accompanied by the affidavit of the owner, manager or other authonzed agent, completed in the form and manner prescribed by the General Land Office 8 

• • • • : and showing the gross amount and d1spos11ton of all oll and gas produced and the market value of the 011 and gas together with a copy of all documents, 
• • • records or reports confirming the gross production, d1spos1tion and market value including gas meter readings pipeline receipts gas line receipts and 

other checks or memoranda of amount produced and put into pipelines, tanks, or pools and gas lines or gas storage, and any other reports or records 
which the General Land Office may require to verify the gross production. dlspos1llon and market value In all cases the authority of a manager or agent 
to act for the Lessee herein must be filed In the General Land Office Each royalty payment shall be accompanied by a check stub, schedule, summary 
or other remittance advice showing by the assigned General Land Office lease number the amount of royalty being paid on each lease If Lessee pays 
his royally on or before thirty (30) days after the royalty payment was due then lessee owes a penalty of 5%on the royalty or $25 00, whichever 1s 
greater A royalty payment which is over thirty (30) days late shall accrue a penalty of 10% of the royally due or $25 00 whichever 1s greater In addition P 
to a penalty, royalties shall accrue interest at a rate of 12% per year, such interest will begin to accrue when lhe royalty 1s sixty (60) days overdue G 
Affidavits end supporting documents which are not filed when due shall incur a penalty 1n an amount set by the General Land Office adm1n1strative rule 
which Is effectrve on the date when the affidavits or supporting documents were due The Lessee shall bear all respons1b1llty for paying or causing 
royalties lo be paid as prescnbed by the due dale provided herein Payment of the delinquency penalty shall in no way operate lo prohibit the State's 
right of forfetture as provided by law nor act to postpone the date on which royalties were onginally due The above penalty provisions shall not apply in 
cases of title dispute as to the State's portion of the royalty or to that portion of the royalty 1n dispute as to fair market value Q 

10. (A) RESERVES, CONTRACTS AND OTH ER RECORDS Lessee shall annually furnish the Comm1ss1oner of the General land Office 4 
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 2 
all contracts under which gas Is sold or processed and all subsequent agreements and amendments to such contracts within thirty (30) days after 

6 entering Into or making such contracts, agreements or amendments Such contrads and agreements when received by the General land Office shall be 
held In confidence by the General Land Office unless othel'Wlse authorized by Lessee All other contracts and records pertaining 10 the production, 
transportation. sale and marketing of the 011 and gas produced on said prem1Ses. including the books and accounts receipts and discharges of all wells, 
tanks, pools. meters, and pipelines shell at all limes be subJect to inspection and examination by the Comm1ss1oner of the General Land Office, the 
Attorney General, the Governor, or the representative of any of them 

(B) PERMITS, DRILLING RECORDS. Wntten notice of all operations on this lease shall be submitted to the Comm1ss1oner of the General 
l and Office by Lessee or operator frve (5) days before spud date, workover, re-entry, temporary abandonment or plug end abandonment of any well or 
wells Such written notice to the General land Office shall include copies of Railroad Comm1ss1on forms for apphcat1on to dnll Coples of well tests, 
completion reports and plugging reports shall be supplied to the General land Office al the t1me they are filed with the Texas Ra ilroad Comm1ss1on All 
applications, pennlts, reports or other filings lhal reference lh1s lease or any specific well on the leased premises and that are submitted lo the Texas 
Railroad Commasslon or any other governmental agency shall include the word "State• in the htle Additionally in accordance with Railroad Comm1ss1on 
rules, any slgnage on the leased premises for the purpose of 1dent1fy1ng wells , tank batteries or other associated improvements to the land must also 
Include the word "State· Lessee shall supply the General Land Office with any records memoranda, accounts reports core tests. or other information 
relal rve to the operation of the above-described premises. which may be requested by the General land Office, in addrt1on to those herein expressly 
provided for Lessee shall have an electncal and/or rad1oact1v1ty survey made on the bore-hole sed1on, from the base of the surface casing to the total 
depth of well, of all wells dnlled on the above described premises and shall transmit a true copy of the log of each survey on each well to the General 
Land Office within fifteen (1 S)days after the making of said survey 

(C) PENAL TIES. Lessee shall incur a penalty whenever reports documents or other materials are not filed in the General Land Office when 
due The penalty for late filing shall be set by the General Land Office adm1n1strat1ve rule which 1s effective 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 primary term hereof and prior to discovery and 
production of oil or gas on said land, Lessee should drill a dry hole or holes thereon. or 1f dunng the primary term hereof end after the discovery and 
actual production of oll or gas from the leased premises such production thereof should cease from any cause. this lease shall not terminate If on or 
before the expiration of sixty (60) days from dale of completion of said dry hole or cessation of production Lessee commences add1Uonal dnlhng or 
reworking operations thereon, or pays or tenders the nex1 annual delay rental in the same manner as provided in lh1s lease If during the last year of the 
primary term or within sixty (60) days prior thereto. a dry hole be completed and abandoned, or the production of 011 or gas should cease for any cause, 
Lessee's rights shall remain in full force and effect without further operations unlll the exp1rat1on of the primary term. and 1f Lesseo has not resumed 
production In paying quantities at the expiration of the primary term, Lessee may maintain this lease by conducting additional dnlllng or reworking 



operations pursuant to Paragraph 13, using the exp1rat1on 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 above descnbed lend be completed as a shut-in 011 or gas well within the primary term hereof Lessee may 
resume payment (!f the annual rental In the same manner as provided herein on or before the rental paying date followmg the expiration of sixty (60) 
days from lhe date of completion of such shut-in 011 or gas well and upon the failure to make such payment. th1S lease shall ipso fado terminate If at the 
expiration of the pnmary term or any lime thereafter a shut-in orl or gas well rs located on the leased premises, payments may be made in accordance 
with the shut-In provisions hereof 

12. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. If at the expiration of the pnmary term. neither oil nor gas rs being 
produced on said land, but Lessee Is then engaged 1n dnlllng or reworking operations thereon this lease shall remain 1n force so long es opeg:ilion1 on 
said well or for drilling or reworking of any additional wells are prosecuted in good faith and in workmanlike manner without interruptions totEi11P10'11ere 
than sixty (60) days during any one such operation, end If they result in the production of 011 and/or gas, so long thereafter as oil and/or gas rs p{od~ 
In paying quantities from said land, or payment of shut-In oil or gas well royalties or compensatory royalties ,s made as provided ,n this lease : • •• • 

13. CESSATION, DRILLING, AND REWORKING. If after the expiration of the pnmary term, production of 011 or gas from the leased 

~ 
( 

premises, after once obtained, should cease from any cause this lease shall not terminate ,f Lessee commences add1t1onat drilling or reworking 
. • • • I operations within socty (60) days after such cessation end this lease shell remain rn full force and effect for so long as such operations continue in Wood 
• • • faith and In workmanlike manner w,thout interruptions totaling more than sixty (60) days If such drilling or reworking operations result 1n the p~~a.n 
•••.• ! of oil or gas, the lease shell remain ,n full force and effect for so long es 011 or gas ls produced from the leased premises In paying quantit,es or p?i9~l!nt 

• • of shut-in oil or gas well royalties or payment of compensatory royalties rs made as provided herein or es provided by law If the dnlhng or rewo~1ng 

L 

operations result in the completion of a well as a dry hole, the lease will not terminate rf the Lessee commences addrhonal dnlhng or rtfQ~ 
: • • •. operations within sixty (60) days after the completion of the well as a dry hole, and this lease shall remain 1n effect so long as Lessee continues ctrilllng or 

• • • • reworking opera lions In good faith and 1n a workmanlike manner without 1nterrupt1ons totaling more than sixty (60) days Lessee shall grve wntten ~<11 

1 
1 
3 
8 

••••• : to the General Land Offlce within thirty (30) days of any cessation of production • • • • 

. 
• 

. . . 
•• 

14. SHUT-IN ROYAL TIES. For purposes of this paragraph well" means any well that has been assigned a well number by the state agency 
having Jurisdiction over the production of oil and gas If, at any time after the expiration of the pnmary term of a lease that, until being shut in, was being 
maintained In force and effect, a well capable of producing 011 or gas in paying quanlrlles ,s located on the leased premises, but oil or gas Is not being 
produced for lack of suitable production facll1t1es or lack of a suitable market, then Lessee may pay as a shut-in 011 or gas royalty an amount equal to 
double the annual rental provided 1n the lease, but not less than $1.200 a year for each well capable of producing 011 or gas in paying quanhtres If 
Paragraph 3 of this lease does not spec,fy 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 effectrve. each 1nrtral shut-,n oil or gas royalty must be paid on or before (1) the expiration of the primary term, (2) 60 days after 
the Lessee ceases to produce oil or gas from the leased premises, or (3) 60 days after Lessee completes a dnlhng or reworking operation ,n accordance 
with the lease provisions, whichever date 1s latest Such payment shall be made one-half (112) to the Comm1ss1oner of the General Land Office and one- P 
half (1/2) to the owner of the soil If the shut-in 011 or gas royalty ,s paid, the lease shall be considered to be a producing lease and the payment shall G 
extend the term of the lease for a penod of one year from the end of the primary term, or from the first day of the month following the month In which 
production ceased, and after that, 1f no suitable production rac1ht1es or suitable market for the 011 or gas exists, Lessee may extend the lease for two (2) 
more successive periods of one (1) year by paying the same amount each year on or before the expiration of each shut-in year 

15. COMPENSATORY ROYAL TIES. If, dunng the penod the lease 1s kept 1n effect by payment of the shut in oil or gas royalty, 011 or gas Is O 
sold and delivered In paying quantities from a well located within one thousand (1.000) feet of the leased premises and completed In the same producing 
reservoir. or In any case In which drainage is occurring, the right to continue to maintain the lease by paying the shut·tn 011 or gas royalty shall cease. but 4 
the lease shall remain effective for the remainder of the year for which the royalty has been paid The Lessee may ma,nta,n the lease for four more 2 
successive years by Lessee paying compensatory royalty at the royalty rate provided In the lease of the market value of production from the well causing 
the drainage or which Is completed ,n the same producing reservoir and within one thousand (1,000) feet of the leased prem1Ses The compensatory 7 
royalty Is to be paid monthly, one-half (1/2) to the Comm1ss1oner of the General Land Office and one-half (1/2) to the owner of the soll, beginning on or 
before the last day of the month following the month ,n which the 011 or gas rs produced from the well causing the drainage or that 1s completed In the 
same producing reservoir and located within one thousand (1,000) feet of the leased premises If the compensatory royalty paid tn any 12-monlh penod 
Is an amount less than the annual shut-in 011 or gas royalty, Lessee shall pay an amount equal to the difference within thirty (30) days from the end of the 
12-month penod Compensatory royalty payments which are not tamely paid will accrue penalty and interest ,n accordance with Paragraph 9 of lhrs 
lease None of these provisions will relieve Lessee of the obligat,on 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 Comm1ss1oner. and with the Commissioner's wntten approval . the payment 
of compensatory royattres can satisfy the obligation to drill offset wells 

16. RETAINED ACREAGE. Notwithstanding any prov1s1on of this lease to the contrary, after a well producing or capable of producing oil or 
gas has been completed on the leased premises, Lessee shall exercise the drhgence of a reasonably prudent operator in drilling such additional well or 
wells as may be reasonably necessary for the proper development of the leased premises and ,n marketing the production thereon 

(A) VERTICAL. In the event this lease rs 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 011 well capable of producing In paying quantities and 320 acres 
surrounding each gas well capable of produc,ng tn paying quantities (including a shut-in 011 or gas well as provided ,n Paragraph 14 hereof). or a well 
upon which Lessee ts then engaged tn continuous dnlllng or reworking operations, or (2) the number of acres included ,n a producing pooled unit 
pursuant to Texas Natural Resources Code 52 151-52 154, or (3) such greater or lesser number of acres as may then be allocated for productlon 
purposes to a proration unit for each such producing well under the rules and regulattons of the Railroad Comm1ss1on of Texas, or any successor 
agency, or other governmental authority having Junsd1ct1on If at any lime after the effective date of the partial term1nat1on prov,s10ns hereof, the 
applicable field rules are changed or the well or wells located thereon are reclassified so that less acreage ts thereafter allocated to said well or wells for 
production purposes, this lease shall thereupon terminate as to all acreage not thereafter allocated to said well or wells for production purposes 
Notwithstanding the termination of this lease as to a portion of the lands covered hereby, Lessee shall nevertheless continue to have the nght of ingress 
to and egress from the lands still subject to this lease for all purposes described ,n Paragraph 1 hereof, together with easements and nghts--0f-way for 
existing roads, existing plpellnes and other existing facilities 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 011. gas and other minerals produced from the retained lands 



(8) HORIZONTAL. In the event this lease Is In force and effect two (2) years after the expiration date of the primary or extended term It shall 
further ten;nlnate as to all depths below 100 feet below the total depth drilleddeepest perforat1on(here1nafter "deeper depths·) In each well located on 
acreage retained In Paragraph 16 (A) above , unless on or before two (2) years after the primary or extended term Lessee pays an amount equal to one­
half (112) of the bonus onglnally paid as consideration for this lease (as specified on page 1 hereof) If such amount 1s paid this lease shall be in force 
and effect as to such deeper depths, and said term1nat1on shall be delayed for an add1t1onal penod of two (2) years and so long thereafter as 011 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 pf a 
square with the well located In the center thereof or such other shape as may be approved by the Comm1ss1oner or the General Land Offiec, tlJl/ll'lln 
thirty (30) days after partial termination of this lease as provided herein, Lessee shall execute and record a release or releases containing a satisfacJory 
legal descnphon of the acreage and/or depths not retained hereunder The recorded release or a certified copy of same, shall be filed In th• benp al V 
Land Office, accompanied by the filing fee prescribed by the General Land Office rules in effect on the date the release 1s filed If Lessee falls Jr reruses 
to execute and record such release or releases within ninety (90) days after being requested to do so by the General Land Office, then the O 

• • Commissioner at his sole discretion may designate by wntten instrument the acreage and/or depths to be released hereunder and record such L 
• • 1 Instrument at Lessee's expense In the county or counties where the lease 1s located and 1n the official records of the General Land Office and such 

designation shall be binding upon Lessee for all purposes : • • • , ..... : .... 
• • 17. OFFSET WELLS.Neither the bonus, delay rentals, nor royallles paid, or to be paid, under this lease shell relieve Lessee of his obhgl1llon 

• to protect the 011 and gas under the above-described land from being drained Lessee, sublessee, receiver or other agent in control of thO JOQ~ 1 
: • • •, premises shall dnll as many wells as the facts may Justify and shall use appropnate means and drill to a depth necessary to prevent undue drainage of 1 • • • • oil and gas from the leased premises In addition, 1f 011 and/or gas should be produced in commercial quanlllles w1th1n 1,000 feet of the leased pre~ H , 
••••• : or In any case where the leased premises ts being drained by production of 011 or gas. the Lessee. sublessee, receiver or other agent tn contrt>~ef'the 3 

• • leased premises shall In good faith begin the drilling 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 dnlhng with diligence. 8 

• • •. : Failure to satisfy the statutory offset obligation may subject this lease and th&-Owner-of..t~ll+agoocy-ngM6 to forfeiture Only upon the determination 
• • of the Commissioner of the General Land Office and with his written approval may the payment of compensatory royalty under applicable statutory 

parameters sallsfy 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 dnlllng operations on the leased premises, or from producing 011 or gas from the leased premises by reason of war, rebellion, nots, 
strikes, acts of God, or any valid order, rule or regulation of government authority, then while so prevented Lessee's obligation to comply with such p 
covenant shall be suspended and Lessee shall not be liable for damages for failure to comply with such covenants additionally this lease shall be 
extended while Lessee Is prevented, by any such cause. from conducting drilling and rewor1<1ng operations or from producing oil or gas from the leased G 
premises. However, nothing In this paragraph shall suspend the payment of delay rentals in order to maintain this lease in effect dunng the primary term 
In the absence of such drilling or rewor1<1ng operations or production of 011 or gas 

19. WARRANTY CLAUSE.The-owner of th~rranta-amHigrees-to4efend tltl&-to th&-lea~emise&- If the owner of the soil defaults In 
payments owed on the leased premises, then Lessee may redeem the nghts of the owner of the soil in the leased premises by paying any mortgage, 0 
taxes or other liens on the leased premises If Lessee makes payments on behalf of the owner of the soil under this paragraph, Lessee may recover the 4 cost of these payments from the rental and royalties due the owner or the soil 

2 
20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soil owns less than the entire und1v1ded surface estate 1n the above 

descnbed land, whether or not Lessee's Interest 1s specified herein, then the royalties and rental herein provided to be paid to the owner of the soil shall 
be paid to him In the proportion which his interest bears to the entire undrvtded surface estate and the royalties and rental herein provided to be paid to 
the Commissioner of the General Land Office of the State of Texas shall be likewise proportionately reduced However before Lessee adJusts the 
royalty or rental due to the Comm1ss1oner of the General Land Office, Lessee or his authorized representative must submit to the Commissioner of the 
General Land Office a written statement which explains the discrepancy between the interest purportedly leased under this lease and the actual Interest 
owned by the owner of the soil The Comm1ss1oner of the General Land Office shall be paid the value of the whole production allocable to any undivided 
Interest not covered by a lease. less the proportionate development and production cost allocable to such undivided interest However, m no event shall 
the Comm1ss1oner of the General Land Office receive as a royalty on the gross production allocable to the und1v1ded interest not leased an amount less 
than the value of one-sixteenth (1/16) of such gross production. 

(B) REDUCTION OF PAYMENTS. If, dunng the pnmary term, a portion of the land covered by this lease 1s included within the boundaries 
of a pooled unit that has been approved by the School Land Board end the owner of the soil in accordance with Natural Resources Code Sections 
52 151-52 154, or if, at any time after the expiration of the primary term or the extended term, this lease covers a lesser number of acres than the total 
amount descnbed herein, payments that ere made on a per acre basis hereunder shall be reduced according to the number of acres pooled, released, 
surrendered, or otherwise severed, so that payments determined on a per acre basis under the terms of this lease dunng the primary term shell be 
calculated based upon the number of acres outside the boundaries of a pooled unit, or 1f after the expiration of the primary term. the number of acres 
actually retained and covered by this lease 

21. USE OF WATER. Lessee shall have the nght to use water produced on said land necessary ror operations under this lease except water 
from wells or tanks of the owner or the soil, provided, however Lessee shall not use potable water or water suitable for livestock or 1rngat1on purposes 
for waterflood operations without the prior consent of the owner of the soil 

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

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

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

8 



25.POLLUt lON. In developing this area Lessee shall use the highest degree of care and all proper safeguards to prevent pollution Without 
llmlt1ng the foregoing, pollution of coastal wetlands, natural waterways. nvers and impounded water shall be prevented by the use of containment 
facll1lles sufficient to prevent spillage, seepage or ground water contamination In the event of pollution, Lessee shall use all means at its disposal to 
recapture all escaped hydrocarbons or other pollutant and shall be responsible for all damage to public and pnvate properties Lessee shall build and 
maintain fences around Its slush, sump, and drainage pits and tank battenes so as to protect livestock against loss. damage or injury, and upon 
completion or abandonment of any well or wells, Lessee shall fill and level all slush pits and cellars and completely clean up the dnlling site of all rubbtSh 
thereon Lessee shall, while conducting operations on the leased premises, keep said premises free of all rubb11h cans. botUes. paper cups or garbage, 
and upon completion of operations shall restore the surface of the land to as near rt.s original condition and contours as 1s practicable Tanks and 
equipment will be kept painted and presentable • • •• •••• 

26. REMOVAL OF EQUIPMENT. Subject to llmrt.at1ons in this paragraph, Lessee shall have the right to remove machinery and fixturii p18f8d 
by Lessee on the leased premises, 1nclud1ng the right to draw and remove casing, within one hundred twenty (120) days after the expiratienaor tl'le V 
term Ina lion of this lease unless the owner of the soil grants Lessee an extension of this 120-day penod However Lessee may not remove casing · ,;om 
any well capable of producing 011 and gas in paying quant1t1es Add1t1onally, Lessee may not draw and remove casing until after thirty (30) days wntten O 
notice to the Commissioner of the General Land Office and to the owner of the soil The owner of the soil shall become the owner of any machinery L 

: • • • , fixtures, or casing which are not timely removed by Lessee under the terms of this paragraph 
••• • • •• 
• • ••• : 27. (A) ASSIGNMENTS. Under the cond1ttons contained 1n this paragraph and Paragraph 29 of this lease the rights and estates• \~t~;r 

• • party to this lease may be assigned, in whole or in part and the prov1s1ons of this lease shall extend to end be binding upon their heirs, dev1sees, lt!gal 
representatives, successors and assigns However, a change or dtv1sion in ownership of the land, rentals, or royalties will not enlarge the obligDU~t.f 1 

: • • •. Lessee, d1m1nlsh the rtghts, prlVlleges and estates of Lessee, impair the effectiveness of any payment made by Lessee or 1mpa1r the effectrvenefS of any 
1 • • • • act performed by Lessee And no change or d1v1s1on in ownership of the land rentals or royalties shall bind Lessee for any purpose until thirty (30~ 

• after the owner of the soil (or his heirs, dev1sees. legal representatrves or assigns) furnishes the Lessee with satisfactory written evidence of the-ctMige 3 
•: • • • ! In ownership, Including the original recorded muniments of !Ille (or a certified copy of such or1g1nel) when the ownership changed because of a 

conveyance A total or partial assignment of this lease shall, to the extent of the interest assigned relieve and discharge Lessee of all subsequent 8 
• • • obligations under this lease If this lease ,s assigned 1n Its entirety as to only part of the acreage, the right and option to pay rentals shall be apportioned 

•. •.: as between the several owners ratably, according to the area of each, and failure by one or more of them to pay his share of the rental shell not effect 
this lease on the part of the land upon which pro rata rentals are timely paid or tendered, however 1f the assignor or assignee does not file a certified 
copy of such assignment In the General Land Office before the next rental paying date, the entire lease shall terminate for failure to pay the entire rental 
due under Paragraph 3 Every assignee shell succeed to all rights and be subject to all obligations hab1littes and penalties owed to the Slate by the 
ong1nal lessee or any prior assignee of the lease, Including any llab1ht1es to the State for unpaid royalltes 

(B) ASSIGNMENT LIMITATION. Notwithstanding any prov1s1on 1n Paragraph 27(a) 1f the owner of the soil acquires this lease in whole or 1n P 
part by assignment without the prior written approval of the Commissioner of the General Land Office. this lease 1s void as of the time of assignment and G 
the agency power of the owner may be forfeited by the Comm1ss1oner An assignment will be treated es 1f 11 were made to the owner of the soil 1f the 
assignee Is 

(1) a nominee of the owner of the soil 
(2) a corporation or subs1d1ary 1n which the owner of the soll 1s a pnncipal stockholder or 1s an employee of such a corporatton or subsidiary, 
(3) a partnership in which the owner of the so1l 1s a partner or 1s an employee of such a partnership, 0 
(4) a principal stockholder or employee of the corporation which 1s the owner of the soil , 4 (5) o partner or employee 1n a partnership which 1s the owner of the soil 
(6) a flduC1ary for the owner of the soil, including but not limited to a guardian truslee executor administrator receiver or conservator for the 2 
owner of the soil, or 
(7) a family member of the owner of the soil or related to the owner of the soil by marriage, blood, or adoption 9 
28. RELEASES. Under the cond1t1ons contained in this paragraph and Paragraph 29, Lessee may at any lime execute end delrver to the 

owner of the soil and place of record a release or releases covering any portion or portions of the leased premises, and thereby surrender this lease as 
to such portion or portions, and be relieved of all subsequent obhgat1ons as to acreage surrendered If any part of this lease 1s properly surrendered, the 
delay rental due under this lease shall be reduced by the proportion that the surrendered acreage bears to the acreage which was covered by this lease 
immediately prior to such surrender, however, such release will not relieve Lessee of any liab1ht1es which may have accrued under this lease prior to the 
surrender of such acreage 

29. FILING OF ASSIGNMENTS AND RELEASES. If all or any part of this lease 1s assigned or released such assignment or release must be 
recorded In the county where the land is situated, and the recorded instrument. or a copy of the recorded instrument certified by the County Clerk of the 
county in which the instrument 1s recorded, must be filed 1n lhe General Lend Office within 90 days of the last execution date accompanied by the 
prescribed filing fee If any such assignment Is not so filed the rights acquired under this lease shall be subject to forfeiture at the option of the 
Commissioner or the General Land Office 

30, DISCLOSURE CLAUSE. All provisions pertaining to the lease of the above-described lend have been included In thts Instrument. 
including the statement of the true cons1derat1on to be paid for the execution of this lease and the nghts and duties of lhe parties Any collateral 
agreements concerning the development of 011 and gas from lhe leased premises which are not contained in thts lease render this lease invalid 

31. FIDUCIARY DUTY. The owner of the soil owes the State a f1duc1ary duty and musl fully disclose any facts affecting the State's interest in 
the leased premises When the Interests of the owner of the soil conflict with those of the State, the owner of the soil 1s obligated to put the State's 
interests before his personal interests 

32. FORFEITURE. If Lessee shall fail or refuse to make the payment of any sum within thirty days after 11 becomes due. or 1f Lessee or an 
authonzed agent should knowingly make any false return or false report concerning production or dnlhng or 1f Lessee shall fail or refuse to dnll any 
offset well or wells in good faith as required by law and the rules and regulations adopted by the Comm1ss1oner of the General Land Office, or 1f Lessee 
should fail 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 operations or If Lessee or 
an authonzed agent should knowingly fall or refuse to give correct information to the proper authority or knowingly fail or refuse to furnish the General 
Land Office a correct log of any well, or ,r Lessee shall knowingly violate any of the matenal prov1s1ons of this lease. or ,f this laaae Is assigned and the 
assignment 1s not filed 1n the General Land Office as required by law the rights acquired under this ~ase shall be subject to forfeiture by the 



Commissioner, and he shall forfeit same when sufficiently informed of the facts which authorize a forfeiture , and when forfeited the area shall again be 
subject to lease under the terms or the Relinquishment Act However, nothing herein shall be construed as waiving the automatic termination of this 
lease by operation of law or by reason of any special limrtauon arising hereunder Forfeitures may be set aside and this lease and all rights thereunder 
relnstated'before lhe rights of another Intervene upon satisfactory evidence to the Comm1ss1oner or the General Land Office of future compliance with 
the provisions of the law and or 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 011 and gas produced from the 
area covered by this lease to secure payment of all unpaid royalty and other sums of money that may become due under this lease. By acceptance of 
this lease, Lessee grants the State, in addition to the lien provided by Texas Natural Resources Code 52 136 and any other applicable statuto~ 11&'1, an 
express contractual lien on and security Interest in all leased minerals 1n and extracted from the leased premises, all proceeds which may ~lUtto 
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 1mprovemenls to the 
leased premises used 1n connecUon with the production or processing of such leased minerals in order to secure the payment of all royalt1e• o, o!ner V 
amounts due or to become due under lh1s lease and to secure payment of any damages or loss that Owner or the Soil may suffer by reason of'tessee's 
breach of any covenant or condition of this lease, whether express or implied This hen and security interest may be foreclosed with or without court O 
proceedings In the manner provided In the Title 1, Chap 9 or the Texas Business and Commerce Code Lessee agrees that the Comm1ss1oner may L 

: • • • require Lessee to execute end record such Instruments es may be reasonably necessary to acknowledge, attach or perfect this lien Lessee hereby 
• • • I represents that there are no prior or superior liens arising from and relating to Lessee's act1v1t1es upon the above-described property or from t.eaUa:s 
•• -· : acquisition of this lease Should the Commissioner et any time determine that this representation 1s not true then the Commissioner may declMf ftils 

• • lease forfeited as provided herein • 
• • 1 

• • • 34. POOLING. Lessee 1s hereby granted the nght to pool or unitize the royalty interest of the owner of the soil under this lease with .;,;,•;ih;r 
• •: • • • leasehold or mineral interest for the exploration development and production of oil or gas or either of them upon the same terms as shall be ap~ 1 

• by the School Land Board and the Comm1ss1oner of the General Land Office for the pooling or unitizing of the interest of the State under ttie,ieese 3 
•:•••: pursuant to Texas Natural Resources Code 52 151-52154 The owner of the soil agrees that the inclusion of this prov1s1on ,n this lease satisfies the 

execution requirements stated in Texas Natural Resources Code 52 152 8 ... 
• •. ! 35. INDEMNITY. Lessee hereby releases and discharges the State of Texas and the owner or the soil. their officers. employees. partners. 

agents, contractors. subcontractors, guests, Invitees, and their respective successors and assigns, of and from all and any actions and causes of action 
of every nature, or other harm, including environmental harm, for which recovery of damages 1s sought, including but not limited to, all losses and 
expenses which are caused by the acllv1ties of Lessee, ,ts officers, employees, and agents arising out of incidental to, or resulting from, the operations 
of or for Lessee on the leased premises hereunder, or that may anse out of or be occasioned by Lessees breach of any of the terms or provisions of this 
Agreement, or by any other negligent or strictly liable act or om1ss1on of Lessee Further Lessee hereby agrees to be liable for, exonerate, indemnify, p 
defend and hold harmless the State of Texas and the owner of the soil, their officers, employees end agents, their successors or assigns, against any 
and ell claims, liabilities, losses, damages, actions, personal lnJury (Including death), costs and expenses or other harm for which recovery of damages G 
Is sought. under any theory Including tort, contract. or strict llablhty, 1nclud1ng attorneys' fees and other legal expenses, including those related to 
environmental hazards, on the leased premises or 1n any way related to Lessee's failure to comply with any and all environmental laws, those arising 
from or In any way related to Lessee's operations or any other of Lessee's act1v1t1es on the leased premises, those ans1ng from Lessee's use of the 
surface of the leased premises, and those that may ense out of or be occasioned by Lessee s breach of any of the terms or prov1s1ons of this Agreement 
or any other act or omission of Lessee its directors, officers, employees, partners, agents contractors, subcontractors guests invitees, and their O 
respective successors and assigns Each assignee of this Agreement, or an interest therein agrees to be liable for exonerate indemnify defend and 4 hold harmless the State of Texas and the owner of the soil their officers. employees end agents 1n the same menner provided above ,n connection with 
the ect1v1ties of Lessee, its officers, employees and agents as described above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF 3 
THE INDEMNITY OBLIGATIONS AND\OR LIABILITIES ASSUMED UNDER THE TERMS OF THIS AGREEMENT SHALL BE WITHOUT LIMITS AND Q 
WITHOUT REGARD TO THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXISTING CONDITIONS), STRICT LIABILITY, OR THE 
NEGLIGENCE OF ANY PARTY OR PARTIES (INCLUDING THE NEGLIGENCE OF THE INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE 
BE SOLE, JOINT, CONCURRENT, ACTIVE, OR PASSIVE. 

36. ENVIRONMENTAL HAZARDS. Lessee shall use the highest degree of care and all reasonable safeguards to prevent contamination or 
pollution of any environmental medium, including soil, surface waters. groundwater. sediments, and surface or subsurface strata, ambient air or any 
other environmental medium In, on, or under. the leased premises by any waste pollutant, or contaminant Lessee shall not bnng or permrt to remain on 
the leased premises any asbestos containing materials, explosives, toxic materials. or substances regulated as hazardous wastes. hazardous materials, 
hazardous substances (as the term "Hazardous Substance" 1s defined in the Comprehensive Environmental Response, Compensation and Liability Act 
(CERCLA), 42 U S C Sections 9601 , et seq ), or toxic substances under any federal, state, or local law or regulation ("Hazardous Matenals"), except 
ordinary products commonly used 1n connection with oil and gas exploration and development operations end stored in the usual manner and quant1t1es 
LESSEE'S VIOLATION OF THE FOREGOING PROHIBITION SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND 
LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST 
ANY CLAIMS, DAMAGES, JUDGMENTS, PENAL TIES, LIABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS' FEES AND COURT 
COSTS) CAUSED BY OR ARISING OUT OF (1) A VIOLATION OF THE FOREGOING PROHIBITION OR (2) THE PRESENCE, RELEASE, OR 
DISPOSAL OF ANY HAZARDOUS MATERIALS ON, UNDER, OR ABOUT THE 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 WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS 
PARAGRAPH, UPON LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY 
GOVERNMENTAL AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED 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 52 171 through 52 190, commonly 
known as the Relinquishment Act, and other applicable statutes and amendments thereto and If any prov1s1on In this lease does not conform to these 
statutes, the statutes will prevail over any nonconforming lease provisions 
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38. EXECUTION. This 011 and gas lease must be signed and acknowledged by the Lessee before 1t 1s filed of record m the county records and 
In the General Land Office of the State of Texas Once the filing requirements found 1n Paragraph 39 of this lease have been satisfied, the effective date 
of this lea~e shall t>e the date found on Page 1 

39. LEASE FILING. Pursuant to Chapter 9 of the Texas Business and Commerce Code. this lease must be filed of record In the office of the 
County Clerk In any county In which all or any part of the leased premises 1s located and certified copies thereof must be filed tn the General Land 
Office This lease is not effective until a certified copy of this lease (which 1s made and certified by the County Clerk from his records) 1s filed m the 
General Land Office in accordance with Texas Natural Resources Code 52 183 Add1t1onally, this lease shall not be binding upon the State unless It 
recites the actual and true consideration paid or promised for execution of this lease The bonus due the Stale and the prescnbed filing. fee ~hall 
accompany such certified copy to the General Land Office : • • • • • 

40. RENTALS. THIS IS A PAID-UP OIL AND GAS LEASE. 

By 

STATE OF TEXAS 

Individually a as agent for the State of Texas 

By Marjean Murphy 

Title President I 
Date q ..-0 ;).- vt 

STATE OF TEXAS 

lnd1v1dually and as agent for the State of Texas 

By (printed name) 

Tille . ___________ _ 

Date ------------

OR ADDITIONAL PROVISIONS 

STATE OF TEXAS 

individually and as agent for the State of Texas 

By (pnnted name) 
Title ___________ _ 

Date ------------

STATE OF TEXAS 

lnd1v1dually and as agent for the Slate of Texas 

By (pnnted name) 

Title-----------­

Date ------------

•• • • • • • .. 

• •• • • • • •• • 
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STATE OF~ (CORPORATION ACKNOWLEDGMEND 

COUNTY OF wMu.,,(D,..lAuN=D..__ ___ _ 

BEFORE ME, the undersigned authority, on this day personally appeared "-'M=a"-'n=ea""n..:.....:.M..,u.,_.rp"'"h .... y ________________ _ 

known to me to be the person whose name 1s subscribed to the foregoing instruments as ,_P.ure..,§,.ld..,ea.an.,_t -----------------­

or SIGMAR. INC • a Texas coroorat;on and acknowledged to me that he 
• • •••••• • executed the same for the purposes and cons1derat1on therein jpressed, 1n the capacity stated, and as the act and deed or said corporation 

Given under my hand and seal or office this the d}_ day or September 2014 
.. v • • • ... 

e EDNA MARL.ENE BAL.ES 
My Commission Explrol 

,,...-;-- AugUst 07. 2016 

STATE OF _j_}~e~"A.~u,~SL_ ___ ~~;::;.,. ................................................. ,_,..,-

~~k~ 
Notary Public 1n and for Midland County Texas 

... 
• • • • ••• 

0 
L 

(CORPORATION ACKNOWLEDGMEND ! • • •: • 1 
. 1 

•••• 
.. :. 3 ·.: •• • COUNTY OF Oe . ~ .-=~~-----...... 

• • 
• 8 

•• • known to me to be the person whose name 1s subscribed to the foregoing Instruments as _ .l.£..1Joe..ll::.-J.....1...;11o,1,,....u.~=l4----------

• • ·•: of · · C, and acknowledged to me that he 

executed the same for the purpose and cons1derat1on therein expressed 1n the capacity stated, and as the act and deed of said corporation 

Given under my hand and seal of office this the --==-+- day of Vo cJe 1!1 ~-,,C . 20 J 

eKAREN S GONZALES 
NOTARY PUBLIC 

StmolT-, 
ColTfll Exp 0212•1201 s 

STATE OF ,~c,...~ 
COUNTY OF b~ 

~~..-b .~ 
Notary Public 1n and for ::S<e'..?<:-o... ~ 

(INDIVIDUAL ACKNOWLEDGMEND 
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BEFORE ME, the undersigned authority, on this day personally appeared 3 ----------------2 

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

purposes and consideration therein expressed 

Given under my hand and seal of office this the ___ day of---------- 20 __ 

Notary Public 1n and for--------------

STATE OF ________ _ (INDIVIDUAL ACKNOWLEDGMEND 

COUNTY OF _______ _ 

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

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

purposes and consideration therein expressed 

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



ADDENDUM 1 

Attached to and made a Part of 011 and Gas Lease dated September 22, 2014, 
From the State of Texas. acting by and through its agent. S1gmar, Inc 

as the Owner of the Soll, to S1lverback Exploration. LLC, as Lessee 

The printed lease form to which this addendum Is attached contains printed Paragraphs 1 through 40 The provisions set forth below, Including 
Paragraphs 41 through 49, are made a part of the printed lease form as though originally contained therein In the event or a conn1ct between any or the 
provisions of Paragraphs 1 through 40 and any or the provisions contained In this addendum, the conn1ct1ng prov1s1on of this addendum shell prevail 
The term "this lease • whether appearing 1n the printed lease form or this addendum, shall mean the agreement contained In the printed lease form. es 
amended, supplemented and superseded by this addendum 

41 . The term "Actual Drilling· Wlll be defined as having a ng on location (and dnlhng operations underway) that 1s capable of dnll1ng to the 
permitted total depth, which must be within a formation reasonably believed to contain commercially recoverable deposits of 011 end/or gas 

: • ••J 42. After the expiration of the primary term and/ or the extended term, whichever 1s later, this 011, Gas end Mineral Lease shell be construed 
• • • t be a separate lease as to each separate production unit 

• •• ••• • • • 43. Lessee may drill a watl'tr well or wells on the leased premises Lessee agrees to install a meter on each well end to pay the owner of 
• the soil for water produced from said well , or wells et a rate of $0 50 per barrel. Prior to abandonment of such well, Lessee shall offer the well, or 

• • wells to the owner of the soil, with casing intact, at no cost The owner of the soil shall elect within fifteen (15) days of receipt of such notice to 
•.:. e over the well In agreeing to take over the water well(s) the owner of the soil hereby agrees to release Lessee from any ltab11ity arising from 

d lllng operating, producing or otherwise ma1nta1n1ng such well or wells ...... 
• • 

• 44. Unless otherwise agreed by the owner or the soil acting as agent on behalf or the State of Texas, in wnting and 1n advance, Lessee shall 
• • b prohibited from disposing of salt water on the leased premises Disposal of any such salt water or the removal or salt water from the leased premises 

• • • t . ell be accomplished In stnct compliance with the rules and regulattons of the RRC and any other governmental agency having 1unsd1ct1on thereof 

45. Upon written request Lessee shall furnish the owner of the soil with copies of the following related to wells operated by Lessee on the 
Land or lands pooled therewith 

(A) 
(8 ) 
(C) 
(0) 

(E) 

Plats or maps showing the locatton or the well and all forms filed with the appropnate state governmental authority, 
Copies of monthly production reports 
Daily drilltng end completion reports , end mud log 1f a mud log IS run 1n such well , 
The details of any dnllstem tests taken 1n said well and the final results of any core analyses which are run on cores taken 
while drtlhng said well. 
Copies or all testing reports and logs run 1n such well 
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46. All said Information will be furnished In a timely manner to the Owner of the Soil at the above address or e-mail 
(arklandprod@yah~~ Contact Information 1s subject to change O 

47. The owner or the soil makes no warranty of tttle to the leased premises, either express or implied 

48. As an add1t1onal cash bonus due and payable as and when drilling operations construction, p1peltne installation and other surface 
operations are conducted, any operations conducted on the surface of the prem1ses,related to this lease, shall be subject to payment by Lessee for 111 of 
the types of operations and In the payment amounts and terms as set out in the then current University of Texas System Rate and Damage Schedule 
promulgated by Un1vers1ty Lands Surface end Mineral Interests, end/or by the Board of Regents or the University of Texas System, applicable to 011 and 
gas operations on lands owned by the State or Texas and subject to lease by the Board for Lease of University Lands Such payments shall be made 
1/2 directly to the owner of the soil and a like amount paid or tendered to the Comm1ss1oner or the General Land Office of the State of Texas, at Austm, 
Texas 

49. The provisions or this lease shall inure to the benefit of and be binding upon the owner of the soil, the State of Texas, and Lessee and 
their respective heirs, successors assigns . representattves. directors, pnnetpals. agents employees, contractors and subcontractors 

50. In the event this lease ts perpetuated beyond the pnmary term by production or dnlltng or reworking operations, thtS lease shall remem m 
full force and effect es to all of the lands covered by this lease If on or before One Hundred Eighty (180) days after the primary term, lessee commences 
a continuous development dnlllng program on the leased premises in accordance with the following and thereafter dthgently continues and prosecutes 
such continuous dnll1ng operaliona on the leased premises with no cessation of more than One Hundred Eighty (180) days between the completion of 
any one well and the commencement of the actual dnlhng of the next succeeding 011 and/or gas well At and after the exp1ralton of the pnmary term, 
failure to ltmely commence or prosecute the conltnuous development program provided hereinabove shall terminate this lease as to all of the above 
descnbed premises, SAVE and EXCEPT as to each 'production umt' as hereinafter defined A production umt for a vertical well shall be (i) the 
maximum number of acres required by the Railroad Commission or Texas for a proration umt under then existing special field rules or (ii) ,r there are no 
special field rules 40 acres around each vertical oil well and 160 acres around each vertical gas well then producing or capable of producing oil and/or 
gas In paying quantities In the event of a honzontal well, Lessee may allocate acreage to each production unit that amount of acreage as allowed by 
Rule 86 of the Railroad Commission or Texas Notw,thstandmg the foregoing , the production umt for a vertical 011 or gas well shall not exceed 160 acres. 
and for a honzontal 011 or gas well shall not exceed 320 acres Each production unit retained by Lessee shall be limited to those depths from the surface 
or the ground to 100' below the base of the deepest perforations from which production of 011 or gas 1n paying quant11tes 1s being me1nta1ned (or, 1n the 
case of a shut-In gas well, can be ma1nta1ned) 1n the well on such production umt and all other deeper depths shall be released 

The term "completion." as used herein, shall mean the earlier or the date of complelton shown on the Railroad Commission Initial Potential Form W-2 or 
60 days from the date of release of the drilling ng Upon term1nat1on of this lease as to any portion or the leased premises, Lessee shall deliver to Owner 
or the soil a plat showing the designated production units around each well end a partial release complying with the requirements or this paragraph, 
suitable for recording 
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SIGNED FOR IDENTIFICATION 

By. . .. 
! . ! I Title ____;~~_.:...~.:::....:..::..J=..::'-'-------

• .. . ... . 
• • 

• •• • • • , ... . 
••• • • : OWNER OF THE SOIL 

.. . " 

• 

lndlvldually and as agent for the State of Texas 

By Marjean Murphy 

Title President ") U 
Date. q.- 0¢:- 1-\ 

Inst No. 15-00486 
DIANNE 0 . FLOREZ 
COUNTY CLERK 

2015 J~n 16 at 10'.41 AM 

STATE OF TEXAS 

lnd1v1dually and as agent for the State of Texas 

By (printed name) 

Title----------

Date ----------

~ltEVM~~s By: ER~ EPUTY After Recording please return to 

E & G Energy Inc 
4925 Greenville Ave, Ste 825 

Dallas, Texas 75206 

• • •••••• • 
•• • • • • • •• 
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Genoral Land Office 
Rellnqulshment Act Leese Form 
Revl1od, September 1997 

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

%lustin, W:exas 

OIL AND GAS LEASE 

15-00483 
FILED FOR RECORD 

REEVES COUNTY, TEXAS 
Jan 16, 2015 at 10:41:00AM 

THIS AGREEMENT 1s made and entered into this 15th day of August. 2014 , between the State ofTexas, acting 

by and through its agent Blake 011 & Gas Corporation 

of 400 North Main Street, Midland, Texas 79701 

(Give Permanent Address) 

said agent herein referred to as the owner of the soil (whether one or more), and ,.S"'"ilv,..e..._rb..,a"-'ck=-=E .. x,.p,.,lo"'ra1:.1t""10""'n._. :LL'"'C..__ _____________ _ 

of 1826 North Loop 1604 west, suite 325, San Antonio, Texas 78248 
(Give Permanent Address) 

hereinafter called Lessee 
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1. GRANTING CLAUSE. For and in consideration of the amounts stated below and of the covenants and agreements to be patd, kept and O 
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 3 
the sole and only purpose of prospecting and dnlllng for and producing 011 and gas, laying pipe lines, building tanks, stonng oil and butldtng power 
stations, telephone lines and other structures thereon to produce. save, take care of treat and transport said products of the lease, the following lands 9 
situated in Reeves County, State of Texas, to-wit· 1 

East 100 Ac res of the SE/4 of Section 1, A-5442, Block 59, Public School Lands Survey 

Containing J..QQ acres, more or leas The bonus consideration paid for this lease is as follows· 

To the State ofTexas Forty Three Thousand Seven Hundred F1ttv and No/100 Dollars 

Dollars ($43,750 00 ) 

To the owner of the soil Forty Three Thousand Seven Hundred E1ftv and No/100 Dollars 

Dollars ($43,750 00 ) 

Total bonus cons1derat1on Etghty seven Thousand Five Hundred and No/100 Dollars 

Dollars ($87 ,500 00 l 

The total bonus consideration paid represents a bonus of Three Thousand Five Hundred and No/100 Dollars 

Dollars ($3,500 00 ) per acre, on ~ net acres 

2. TERM. Subject to the other provisions in this lease thts lease shall be for a term of Three 13\ vears from this date (herein called "primary 
term") and as long thereafter as off and gas, or either of lhem, Is produced in paying quant1he1 from aald land As used in this lease the term "produced 
In paying quantities· means that the receipts from the sale or other authorized commercial use of the substance(s) covered exceed out o( pocket 
operational expenses for the six months last past 



••• 

3. DELAY RENTALS. ff no well Is commenced on the leased premises on or before one (1 ) year from this date, this lease shall terminate, 

unless on or before such anniversary date Lessee shall pay or tender to the owner of the s04f or to his credit 1n the IHIS IS A PAID-uf' LEASE. SEE 

PARAGRAPH 40" Bank, at -----
or Its successors (which shall continue as the depository regardless of changes tn the ownership of said land), the amount specified below; In addition, 
Lessee shall pay or tender to the COMMISSIONER OF THE GENERAL LAND OFFICE OF THE STATE OF TEXAS, AT AUSTIN, TEXAS. a like sum on 
or before said date. Payments under this paragraph shall operate as a rental and shall cover the pnv1lege of deferring the commencement of a well for 
one ( 1) year from said date. Payments under this paragraph shall be 1n the following amounts 

To the owner of the soil ~Id-Up l.epse: See P-a~co ... a~ra=p~h~4Q~-----------------­

Dollars (SN/A. Paid-Up Lease. see Paragraph 40 

:.: J To the State or Texas: NIA: Patd-Up Lease; See Paragraph 40 . . 
•••••• • Dollars (SN/A; Paid-Up Lease. see Paragraph 40 ' ...... . . 

Total Delay Rental NIA. Paid-Up Lease; See Paragraph 40 
•• • • • ••• 

• .. 
• • 

Dollars (SN/A. Paid-Up Lease; see Paragraph 40 .... 
a like manner and upon like payments or tenders annually, the commencement of a well may be further deferred foc successive periods of one (1) 

•: • • • : ear each during the primary term All payments or tenders of rental to the owner of the soil may be made by chock or s19ht draft of Lessa<, ~8rl,:/ 
assignee of this lease, and may be delivered on or before the rental paying date. ff the bank designated In this paragraph (or Its successor bank}"st1tltlld 

• • ease to exist , suspend business, liquidate, fail or be succeeded by another bank. or for any reason fail or refuse to accept rental, Lessee shall not be 
• • . Oeld In default for failure to make such payments or tenders of rental until thirty (30) days after the owner of the soil shall deliver to Lessee Jl.~s>f r 

recordable Instrument naming another bank as agent to receive such payments or tenders. 
• ••• 

4. PRODUCTION ROYALTIES. Upon production of oil and/or gas. Lessee agrees to pay or cause to be paid one-half (112) of the~alty 
provided for In this lease to the Commissioner of the General Land Office of the State of Texas. at Austin, Texas, and one-half (112) of such royalty to the 
owner of the sol 

(A) OIL. Royalty payable on oil, which Is defined as Including all hydrocarbons produced In a hqu1d form at the mouth of the well and also as 
all condensate, distillate, and other liquid hydrocarbons recovered from olf or gas run through a separator or other equipment. as hereinafter provided, 
shall be 114" (one-foyrthl part of the gross production or the market value thereof, at the option of the owner of the sod or the Commissioner of the 
General Land Office. such value to be determined by 1) the highest posted price, plus premium. 1f any, offered or paid for oil, condensate. distillate, or 
other liquid hydrocarbons. respectively, of a hke type and gravity tn the general area where produced and when run, or 2) the highest market pnce 
thereof offered or paid In the general area where produced and when run, or 3) the gross proceeds of the sale thereof, whichever ls the greater Lessee 
agrees that before any gas produced from the leasod premises 1s sold. used or processed In a plant. 11 will be run free of cost to the royalty owners 
through an adequate oil end gas separator of conventional type, or other equipment at feast as efficient so that all llqu1d 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 wnllng, by 
the royalty owners upon such terms and conditions as they prescnbe. 

(B) NON PROCESSED GAS. Royalty on any gas (1nclud1ng flared gas), which 1s defined as all hydrocarbons and gaseous substances not 
defined as oil In subparagraph (A) above, produced from any well on said land (except as provided herein with respect to gas processed in a plant for 
the extraction of gasoline, liquid hydrocarbons or other products) shall be ]14th Cone-12.vr:lhLPart of the gross production or the market value thereof, at 
the option of the owner of the solf or the Commissioner of the General Land Office, such value to be based on the highest market price paid or offered 
for gas of comparable quality In the general area where produced and when run. or the gross price paid or offered to the producer, whichever is the 
greater, provided that the maxlmum pressure base In measunng the gas under this lease shall not at any lime exceed 14 65 pounds per square Inch 
absolute, and the standard base temperature shall be sixty (60) degrees Fahrenhert correction to be made for pressure according to Boyle's Law. and 
for specific gravity according to tests made by the Balance Method or by the most approved method of testing being used by the Industry at the time of 
testing 

(C) PROCESSED GAS. Royalty on any gas processed 1n a gasoltne plant or other plant for the recovery of gasoline or other liquid 
hydrocarbons shall be 114\h Cone-fourth} part of the residue gas and the liquid hydrocarbons extracted or the market value thereof, at the option of the 
owner d the soil or the Commissioner of the General Land Office Alf royalties due herein shall be based on one hundred percent (100%) of the total 
plant production of residue gas attributable to gas produced from this lease, and on fifty percent (50"4), or that percent accruing to Lessee, whichever 1s 
the greater, of the total plant production of liquid hydrocarbons atlnbutable to the gas produced from this lease; provided that 1f hqu1d hydrocarbons are 
recovered from gas processed In a pion! 1n which Lessee (or ,ts parent. subs1d1ary or affiliate} owns an interest, then the percentage applicable to liquid 
hydrocarbons shall be fifty percent (50%) or the highest percent accruing to a third party processing gas through such plant under a processing 
agreement negotiated at arm's length (or rt there 1s no such third party. the highest percent then being specified In processing agreements or contracts In 
the industry), whichever is the greater The respective royalties on residue gas and on hquid hydrocarbons shall be determined by 1} the highest market 
price paid or offered for any gas (or lfquid hydrocarbons} o( comparable quality tn the general area, or 2) the gross price paid or offered for such residue 
gos (or the weighted average gross selling price for the respective grades of ffquld hydrocarbons), whichever Is the greater In no event. however, shall 
the royalties payable under this paragraph be fess than the royalties which would have been due had the gas not been processed 

(D) OTHER PRODUCTS. Royalty on carbon black, sulphur or any other products produced or manufactured from gas (excepting liquid 
hydrocarbons) whether said gas be "casinghead." "dry," or any other gas, by fractionating, burning or any other processing shall be.114\h lone-fourth) part 
of the gross production of such products, or the marl(et value thereof, at the option of the owner of the soil or the Commissioner ol the General Land 
Office, such market value to be determined as fofows: 1) on the basis of the highest market price of each product for the same month In which such 
product is produced, or 2) on the basis of the average gross safe pnce of each product for the same month In which such products are produced, 
whichever is the greater 

5. MINIMUM ROYALTY Dunng any year after the expiration of the pnmary term of this lease, if this lease is maintained by producllon, the 
royalties paid under this lease In no event shall be less than an amount equal to the total annual delay rental herein provided; otherw,se, th~e shall be 
due and payable on or before the fast day of the month succeeding the anniversary date of this lease a sum equal to the total nnual rental less the 
amount of royalties paid during the preceding year ff Paragraph 3 of this lease does not specify a delay rental arnO\lnt , then for thq pU(J:l(JSes of this 
p ragraph, the delay rental amount shall be one dollar ($1 ,00) per acre ( f 
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6. ROYAL TY IN KIND. Notw,thstanding any other provision in this lease. at any time or from time to time. the owner o( the sOII or the 
Commissioner ol the General Land Office may. at the option ol either, upon not less than sixty (60) days nouce to the holder or the lease, require that the 
payment or any royalties accruing to such royalty owner under this lease be made 1n kind. The owner a the so11 ·s or the Commissioner o( the General 
Land Office's right to take Its royalty In kind shall not diminish °' negate the owner or the SOii's or the Comm1ss1oner or the General Land omce·s nghts 
or Lessee's obligations, whether express or implied, under this lease. 

7. NO DEDUCTIONS. Lessee agrees that all royalties accruing under this lease (including those paid 1n kind) shall be without deduction for 
the cost or producing, gathering. storing, separating, treating, dehydrating, compressing, processing, transporting, and otherwise making the oil, gas and 
other products hereunder ready for sale or use. Lessee agrees to compute and pay royalties on the gross value received. including any reimbursements 
for severance taxes and production related costs 

8. PLANT FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as may represent this lease's proportionate shate o( any fuel V 
• • used to process gas produced hereunder 1n any processing plant. Notw1thstand1ng any other prov1s1on ol this lease, and subject to the wntten corsent ol Q 

: • : Sthe owner of the sotl and the Commissioner or the General Land Offlce, Lessee may recycle gas for gas llrt purposes on the leased premises, e- Co,-
. inject1on Into any 0tl or gas producing formation underlying the leased premises after the liquid hydrocarbons contained in the gas have been removed, L 

•: ""' • : no royalties shall be payable on the recycled gas until 11 1s produced and sold or used by Lessee In a manner which entitles the royalty owrwira tci e 
• royalty under this lease • • • 

•• . . . 9. ROYALTY PAYMENTS AND REPORTS. All royalties not taken 1n kind shall be paid to the Commissioner or the General Land Office al 
ustln. Texas, 1n the following manner 

.... 1 
. • • • . • • • 1 . . . . . 

Payment or royalty on production or otl and gas shall be as provided 1n the rules set forth In the Texas Register Rules currently provide that royalt~\ffoll 
3 • is due and must be received 1n the General Land Office on or before the 5th day ol the second month succeeding the month or production, and rof alty 

• • • • • n gas Is due and must be received in the General Land Offlce on or before the 15th day of the second month succeeding the month of pr~ 1~g. 8 
• • accompanied by the affldav1t or the owner, manager or other authonzed agent, completed 1n the form and manner prescribed by the General Lal'ld Offlce 

and showing the gross amount and disposition or all od and gas produced and the market value of the oil and gas, together w,th a copy of all docur,Ml8, 
records or reports confirming the gross production, d1spos1t1on and market value 1nclud1ng gas meter readings, l)ipellne recetpts, gas llne recelJ'ft>•and 
other checks or memoranda of amount produced and put into p1pcllnes, tanks. or pools and gas lines or gas storage, and any other reports or records 
which the General Land Offlce may require to venfy the gross production, d1spos1t1on and market value. In all cases the authority a a manager or agent 
to act for the lessee herein must be filed in the General Land Office Each royalty payment shall be accompanied by a check stub. schedule. summary 
or other remittance advice showing by the assigned General Land Office lease number the amount of royalty being paid on each lease If Lessee pays 
his royalty on or before thirty (30) days after the royalty payment was due. then Lessee owes a penalty °' 5%on the royalty or $25.00, whichever is p 
greater A royalty payment which Is over thirty (30) days late shall accrue a penalty or 10'!\, ol the royalty due or $25 .00 whichever 1s greater In addition G 
to a penalty, royalties shall accrue Interest at a rate or 12% per year: such interest will begin to accrue when the royalty 1s sixty (60) days overdue. 
Aff1dav1ts and supporting documents which are not filed when due shall incur a penalty 1n an amount set by the General Lend Office adm1mstrative rule 
which Is effective on the date when the afftdav1ts or supporting documents were due. The Lessee shall bear all responslblhty for paying or causing 
royalties to be paid as prescnbetd by the due date provided herein Payment of the delinquency penalty shall In no way operate to prohibit the State's 
nght o( forfellure as provided by law nor act to postpone the date on which royalties were ong1nally due. The above penalty provisions shall not apply 1n O 
cases or title dispute as to the State's portion ol the royalty or to that portion a( the royalty 1n dispute as to fair market value 

3 
10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually furnish the Comm1ss1oner or the General Land Office 

with Its best possible estimate or oil and gas reserves underlying this lease or allocable to this lease and shell furnish said Commissioner w,th copies of 
all contracts under which gas 1s sold or processed and all subsequent agreements and amendments to such contracts w,th1n thirty (30) days after 
entering into or making such contracts, agreements or amendments Such contracts and agreements when recerved by the General Land Office shall be 
held In confidence by the General Land Offlce unless otherw,se authorized by Lessee. All other contracts and records pertaining to the production, 
transportation. sale and marketing o( the oil and gas producetd on said premises, 1nclud1ng the books and accounts, recetpts and discharges o( all wells, 
tanks, pools, meters, and pipelines shall al all times be subject to inspection and examination by the Commissioner of the General Land Offlce, the 
Attorney General, the Governor. or the representative of any of them. 

(B) PERMITS, DRILLING RECORDS. Wntten notice o( all operations on this lease shall be submitted to the Commissioner o( the General 
Land Offlce by Lessee or operator five (5) days before spud date, workover re-entry. temporary abandonment or plug and abandonment ol any well or 
wells Such wntten notice to the General Land Offlce shall include copies ol Railroad Comm1ss1on forms for application to dnll Copies ol well tests . 
completion reports and plugging reports shall be supplied to the General Land Office at the time they are filed with the Texas Railroad Commission. All 
applications, permits. reports or other filings that reference this lease or any specific well on the leased premises and that are submitted to the Texas 
Rallroad Commission or any other governmental agency shall include the word · state• in the title Add1t1onally, 1n accordance w,th Railroad Commission 
rules, any slgnage on the leased premises f°' the purpose o( Identifying wells. tank batteries or other associated improvements to the land must also 
Include the word "State· Lessee shall supply the General Land Office with any records memoranda. accounts. reports , core tests, or other Information 
relative to the operallon or the above-descnbed premises, which may be requested by the General Land Office, 1n addition to those herein expressly 
provided for Lessee shall have an electncal and/or radioactivity survey made on the bore-hole section. from the base of the surface casing to the total 
depth of well, of all wells dolled on the above descnbed premises and shall transmit a true copy of the log ol each survey on each well to the General 
Land Office w,thln fifteen (15)days after the making ol said survey. 

(C) PENAL TIES. Lessee shall Incur a penalty whenever reports, documents or other mateflals ate not filed In the General Land Office when 
due. The penalty for late flling shall be set by the General Land Office administrative rule which Is effective on the date when the materials were due In 
the General Lend Office 

11. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM . If. dunng the pnmary term hereol and pnor to discovery and 
production of oil or gas on said land, Lessee should drill a dry hole or holes thereon, or If dunng the primary term hereof and ofter the discovery and 
actual production of oil or gas from the leased premises such production thereof should cease from any cause, this lease shall not terminate 1f on or 
before the explrotlon of sixty (60) days from date ol completion ol said dry hole or cessation of production Lessee commences additional drilling or 
reworking operations thereon, °' pays or tenders the next annual delay rental In the same manner as provided in this lease. If, during the last year of the 
primary term or within sixty (60) days prior thereto, a dry hole be completed and abandoned, or the production ol otl or gas should cease fCJ( any oaose. 
Lessee's rights shall remain 1n full force and effect without further operauons until the explrotion o( the prlma(Y terrn, and if LessNt ha not resumed 
production In paying quantities et the expiration of the pnmary term Lessee may maintain this lease by condt.lcllng add11Jonal dnnlng or roworklng 

9 
3 



. .. 

operations pursuant to Paragraph 13, using the expiration of the primary term as tho date al cessation al production under Paragraph 13 Should the first 
well or any subsequent well dnlled on the above descnbed land be completed as a shut-in 0tl or gas well within the pnmary term hereof. Lessee may 
resume payment of the annual rental In the same manner as provided herein on or before the rental paying date following the exp1rat1on of sixty (60} 
days from the date of completion ol such shut-in oil or gas well end upon the failure to make such payment. this lease shell Ipso facto terminate If at the 
expiration ol the primary term or any time thereafter a shut-in oil or gas well 1s located on the leased premises. payments may be made in accordance 
with the shut-In provisions hereof 

12. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. If, at the expiration of the pnmary term. neither 011 nor gas 1s being 
produced on said land, but Lessee Is then engaged In drilling or rewoo1ng operations thereon, this lease shall remain 1n force so long as operations on 
said well or for drilling or reworking of any add1t1onal wells are prosecuted in good faith and In workmanlike manner without Interruptions totaling more 
than sixty (60} days dunng any one such operation, and If they result in the production of oil and/or gas. so long thereafter as oll and/or gas Is produced 
In paying quantities from said land. or payment of shut-In Oii or gas well royalties or compensatory royalties 1s made as provided in this lease 

:.: I 13. CESSATION, DRILLING, AND REWORKING. If, after the expiration of the primary term, production of oil or gas from th«:.ooooc 

v 
0 
L . premises. after once obtained, should cease from any cause. this lease shall not terminate If Lessee commences additional dnlllng or reworklng 

• : • • • : operations Within sixty (60} days after such cessation. and this lease shall remain In full force and effect for so long as such operations contlnu~i?i.goog 
• faith and In workmanlike manner without Interruptions totaling more than sixty (60) days. If such dnlllng or reworking operations result 1n the pr~u<!l.lbn 

• • • of oil or gas. the lease shall remain In full force and effect for so long as oil or gas 1s produced from the leased premises in paying quant1t1es or payrftent 
• • shut-in oil or gas well royalties or payment of compensatory royalties is made as provided herein or as provided by law If the dnlllng or reworking 

1 • • • • operations result In the completion of a well as a dry hole, the lease will not terminate 1f the Lessee commences add1t1onal dnlhng or reworking 
• • • • • • peratlons within sixty (60) days after the completion of the well as a dry hole, and this lease shall remain ,n effect so long as Lessee continues ct1lijr1\f Qr 1 

• ·reworking operations In good faith and in a workmanlike manner wtlhout interruptions totaling more than sixty (60} days Lessee shall give wntterf M e J 
• to the General Land Office within thirty (30} days ol any cessation al production. .. . 8 . . . . 

• 

0 

14. SHUT-IN ROY AL TIES. For purposes of this paragraph, "well" means any well that has been assigned a well number by the stat; ;gency 
having Junsdlct1on over the producllon of Oii and gas. If, at any time after the expiration al the primary term ol a lease that. until being shut In, was~ 
maintained In force and effect, a well capable of producing oil or gas in paying quantities is located on the leased premises, but 0tl or gas ,s oot~ing 
produced for lack of suitable production faclhtles 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 ,n the lease. but not less than $1,200 a year for each well capable o( producing a.I or gas ,n paying quantities If 
Paragraph 3 of this lease does not specify a delay rental amount then fa the purposes ol this paragraph, the delay rental amount shall be one dollar 
($1.00} per acre. To be effective, each 1n1tlal shut-in oil or gas royalty must be paid on a before: (1} the expiration of the primary term. (2) 60 days after 
the Lessee ceases to produce oU or gas from the leased premises, or (3} 60 days after Lessee completes a drilling or reworking operation 1n accordance p 
wtth the lease provisions; whichever date 1s latest Such payment shall be made one-half (112) to the Comm1ss1oner o( the General Land Office and one-
half (1/2) to the owner of the soil If the shut-in oil or gas royalty Is paid, the lease shall be considered to be a producing lease and the payment shall G 
extend the term of the lease for a penod of one year from the end of the primary term. or from the first day of the month following the month In which 
production ceased, and. ofter that. 1f no suitable production facilities or suitable market for the 0tl a gas exists. Lessee may extend the lease for two (2) 
more successive periods o( one (1) year by paying the same amount each year on or before the expiration of each shut-in year. 

0 15. COMPENSATORY ROYALTIES. If, dunng the period the lease Is kept ,n effect by payment ol the shut-in oil or gas royalty. oil or gas Is 
sold and delivered in paying quantities from a well located within one thousand (1 000} feet of the leased premises and completed In the same producing 3 
reservOlr, or In any case 1n which drainage 1s occumng, the nght to continue to maintain the lease by paying the shut-in Oii or gas royalty shall cease, but 9 
the lease shall remain effective for the remainder of the year for which the royalty has been paid. The Lessee may maintain the lease for four more 
successive years by Lessee paying compensatory royalty at the royalty rate provided in the lease ol the market value of production from the well causing 4 
the drainage or which is completed in the same producing reservotr and within one thousand (1,000) feet o( 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 (1/2) to the owner of the soil. beg1nn1ng on or 
before the last day of the month f0Uow1ng the month in 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} feet o( the leased premises If the compensatory royalty paid In any 12-month period 
Is an amount less than the annual shut-In 011 or gas royalty. Lessee shall pay an amount equal to the difference within thirty (30) days from the end o( the 
12-month penod. Compensatory royalty payments which are not timely paid Wiii accrue penalty and Interest In accordance with Paragraph 9 of this 
lease None of these provisions will relieve Lessee of the obligation of reasonable development nor the obligation to dnll o(fset wells os provided In 
Texas Natural Resources Code 52 173. however. at the determination o( the Comm1ss1oner, and With the Commlssione(s wntten approval. the payment 
of compensatory royalties can satisfy the obhgatlon to dnll offset wells. 

16. RETAINED ACREAGE. Notw1thstand1ng any prov1s1on o( this lease to the contrary, after a well producing or capable o( producing oil or 
gas has been completed on the leased premises, Lessee shall exercise the d1hgence of a reasonably prudent operator in dnlhng such add1t1onal well or 
wells as may bo reasonably necessary for the proper development of the leased premises and in marketing the production thereon 

(A) VERTICAL In the event this lease 1s In force and effect two (2) years after the expiration date o( the primary or extended term 1t shall then 
terminate as to all of the leased premises, EXCEPT (1) 40 acres surrounding each 011 well capable of producing In paying quantities and 320 acres 
surrounding each gas well capable of producing In paying quant1t1es (Including a shut-in OJI or gas well as provided ,n Paragraph 14 hereof), or a well 
upon which Lessee ,s then engaged in continuous drilling or reworking op«atlons. or (2) the number al acres included ,n a producing 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 fa production 
purposes to a proration unit for each such producing well under the rules and regulations of the Railroad Commission of Texas. or any successor 
agency, or other governmental authority having Junsd1et1on If ot any time after the effective dote of the partial termination provisions hereof. the 
appllcoble field rules are changed or the well or wells located thereon are reclassrfled so that less acreage is thereafter allocated to said well or wells for 
production purposes. this lease shall thereupon terminate as lo all acreage not thereafter allocated to s01d well or wells for production purposes 
Notwithstanding the termination of this lease as to a portion of the lands covered hereby. Lessee shall nevertheless continue to have the nght of ingress 
to and egress from the lands still subject to this lease for all purposes descnbed 1n Paragraph 1 hereof. together with easements and nghts-of-way for 
ex1st1ng roods, existing pipelines and other existing fac1lltJes on, over end across oil the lands described In Paragraph 1 hereof ( the retained lands"), for 
access to end from the retained lands and for the gathering or transportation of oil. gas and other minerals produced from the retained lands 



(8) HORIZONTAL In the event this lease Is 1n f()(Ce and effect two (2) years after the expiration date ol' the primary or extended term rt shall 
further terminate as to all depths below 100 feet below the total depth dnlleddecpest perlorallon(here1nafter •deeper 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 an amount equal to one­
half (1/2) of the bonus originally paid as consideration for this lease (as spec1f1ed on page 1 hereOI') If such amount is paid. this lease shall be In force 
and effect as to such deeper depths, and said termination shall be delayed roc an additional period a two (2) years and so long thereafter as 0tl oc 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 1n the rorm of a 
square with the well located In the center thereof, or such Other shape as may be approved by the Comm1ss1oner ol' the General Land Office. Within 
thirty (30) days after partial termination ol' this lease as provided herein. lessee shall execute and recocd a release or releases contam1ng a satisfactory 
legal descnpt1on a the acreage and/or depths not retained hereunder The recorded release. or a certified copy of same. shall be ftled In the General V 

• • • l and Office, accompanied by the filing fee prescnbed by the General land Office rules in effect on the date the release is ftled. If Lessee fails or refuses Q 
: • : I to execute and record such release or releases within ninety (90) days after being requested to do so by the General Land Office, IZir,lil . tZID 

. commissioner at his sole discretion may designate by wnuen instrument the acreage and/or depths to be released hereunder and recotd such L 
•:•••:instrument at Lessee's expense In the county or counties where the lease Is located and In the ol'flcial records ol' the General Land Office S:,tl.s~ 

• 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 obligahon 
• • • • lo protect the oil and gas under the above-described land from being drained Lessee, sublessee, receiver or other agent 1n control of the leased 1 

• • • • • ~ remlses shall drill as many wells as the facts may Justify and shall use appropriate means and drill lo a depth necessary to prevent undue drEUn~cj 1 
• oll and gas from the leased premises In addition, If 011 and/or gas should be produced In commercial quanhlles within 1,000 feel of the leased prtfflll6 . 

• or In any case where the leased premises Is being drained by production of oil or gas, the Lessee, sublessee, receiver or other agent In control of, the 3 
• • •. ~eased premises shall In good faith begin lhe drilling of a well or wells upon the leased premises within 100 days after lhe draining well or wells or lhe 8 

• • w ell or wells completed within 1,000 feet of the leased premises start producing In commercial quantities and shall prosecute such drilling with cl1rg
0

ence 
Failure lo satisfy the statutory offset obllgotlon may subject this lease Ad lh&-OW!lllf-4..th~~ lo forfeiture. Only upon the determl• atoi 
of the Commissioner of the General Land Office and with his written approval may the payment ol' compensatory royalty under applicable , '81..tory 
parameters satisfy the obligation to drill an offset well or wells required under this paragraph. 

18. FORCE MAJEURE. If, after a good faith effort, lessee Is prevented from complying with any express or 1mpl1ed covenant ol' this lease, 
from conducting drilling operations on the leased premises, or from producing 0tl or gas from the teased premises by reason of war, rebellion, nots. 
stnkes. acts of God, or any valid order, rule or regulation ol' government authority. then while so prevented. Lessee's obligation to comply with such p 
covenant shall be suspended and Lessee shall not be liable for damages for fwlure to comply with such covenants; addrt1onally, lh1s lease shall be G 
extended while Lessee Is prevented, by any such cause. from conducting dnlling and reworklng operations or from producing 011 or gas from the leased 
premises However, nothing in this paragraph shall suspend the payment of delay rentals In order to maintain this lease In effect dunng the pnmary term 
In the absence ol' such drilling or reworking operations or production of 011 or gas. 

19. WARRANTY CLAUSE. Th&-0Wnef-d..the-&oil-wam3Ats--ano,igrees-t0-<le«loo htle to th&-leas8(f..premises, If the owner a the sOil defaults 1n Q 
payments owed on the leased premises. then Lessee may redeem the nghts ol' the owner of the sotl 1n the leased premises by paying any mortgage, 
laxes or other liens on the leased premises. If Lessee makes payments on behalf of the owner of the soil under this paragraph, Lessee may recover the 3 
cost of these payments from the rental and royalties due the owner of lhe sorl. 9 

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soil owns less than the entire undivided surface estate In the above 5 
descnbed land, whether or not Lessee's Interest Is specrfied herein, then the royalties and rental herein provided to be paid to the owner of the soil shall 
be paid 10 him In the proportion which his Interest bears 10 the entire undivided surface estate and the royalties and rental herein provided to be paid to 
the Commissioner of the General Land o rnce of the State of Texas shall be likewise proportionately reduced. However. before Lessee adJusts the 
royally or rental due to the Commissioner of the General Land Office, Lessee or his authoclzed representative must submit to the Commissioner of the 
General Land Office a written statement which explains the discrepancy between the Interest purportedly leased under this lease and the actual interest 
owned by the owner of the soil. The Commissioner of the General Land Office shall be paid the value ol' the whole production allocable to any undivided 
Interest not covered by a lease, less the proportionate development and production cost allocable to such und1v1ded interest. However, in no event shall 
the Commissioner of the General Land Office receive as a royalty on the gross production allocable to the undlVlded interest not leased an amount less 
than the value of one-sixteenth (1/16) of such gross production 

(B) REDUCTION OF PAYMENTS. If, during the primary term. a portion of the land covered by this lease 1s included within the boundanes 
of a pooled unit that has been approved by the School Land Board and the owner of the soil In accordance with Natural Resources Code Sections 
52 151-52.154, or If. at any time after the exp1rat1on of the pnmary term or the extended term. this lease covers a lessor number of acres than the total 
amount described herein, payments that are made on a per acre basis hereunder shall be reduced according to the number of acres pooled. released, 
surrendered. or otherwise severed, so that payments determined on a per acre basis under the terms ol' this lease dunng the pnmary term shall be 
calculated based upon the number of acres outside the boundanes a a pooled unit. or, 1f after the expiration ol' 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 Of tanks a the owner of the soil; provided, however, lessee shall not use potable water or water suitable for livestock or Irrigation purposes 
for waterflood operations without the prior consent of the owner of the sorl. 

22. AUTHORIZED DAMAGES. lessee shall pay the owner of the sod for damages caused by ,ts operations to all personal property, 
Improvements. livestock and crops on said land 

23. PIPELINE DEPTH. When requested by the owner ol' the sorl, Lessee shall bury Its pipelines below plow depth 

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



25.POLLUTION. In developing this area, Lessee shall use the highest degree c:J care and all proper safeguards to prevent pollutlon Wrthout 
llmltlng the foregoing, pollution c:A coastal wetlands. natural waterways, rivers and impounded water shall be prevented by the use c:A containment 
facllltles sufficient to prevent spillage. seepage or ground water contamination. In the event c:A pollution. Lessee shall use all means et its disposal to 
recapture all escaped hydrocarbons or other pollutant and shall be responsible for all damage to public and private properties Lessee shall build and 
maintain fences around its slush, sump, and drainage pits and tank batteries so as to protect livestock against loss, damage or Injury; and upon 
completion or abandonment c:A any well or wells. Lessee shall till and level all slush p,ts and cellars and completely clean up the dnlling site of all rubbish 
thereon Lessee shall, while conducting operations on the leased premises. keep said premises free c:J all rubbish. cans, bottles. paper cups or garbage. 
and upon completion c:A operations shall restore the surface c:J the land to as near ,ts or1g1nal cond1t1on and contours as is practicable. Tanks and 
equipment will be kept painted and presentable. 

26. REMOVAL OF EQUIPMENT. Subject to limitations 1n this paragraph, Lessee shall have the right to remove machinery and fixtures placed 
by Lessee on the leased premises, Including the right to draw and remove casing, within one hundred twenty (120) days after the expJration or the V 

• • • termination of this lease unless the owner c:A the soll grants Lessee an extension c:A this 120-day period. However, Lssee may not remove casing from Q 
: • : t any well capable of producing oll and gas 1n paying quantities. Addltronally. Lessee may not draw and remove casing untJI after thirty (30) day4 wrv~ 

. notice to the Commissioner of the General Land Office and to the owner of the soil. The owner of the soil shall become the owner of any mli:hinery. L 
•: .... : nxtures, or casing which are not timely removed by Lessee under the terms of this paragraph. : •. • • . .. 

• 27. (A) ASSIGNM ENTS. Under the conditions contained rn this paragraph and Paragraph 29 of this lease, the rights and estates of ellher 
: ••••party to this lease may be assigned. in whole or in part. and the prov1s1ons of this lease shall extend to and be binding upon their heirs. devisees. legal 

1 • • • • representatives, successors and assigns. However, a change or d1v1sion 1n ownership of the land , rentals, or royalties w,11 not enlarge the obligations a 
•: • • • ~ essee, diminish the rights, privileges and estates of Lessee. impair the effectrveness of any payment made by Lessee or 1mpa1r the effectiven~ ~ 1 

act performed by Lessee. And no change or division 1n ownership of the land, rentals, or royalties shall bind Lessee for any purpose until thirty (3t~llays 
• after the owner of the soil (or his heirs, dev1sees, legal representatives or assigns) furnishes the Lessee with satisfactory written evidence of the chlllflge 3 

• • •. l n ownership, Including the orrglnal recorded munlments of title (or a certified copy of such original) when the ownership changed beca,se oi a 8 
0 

• °conveyance. A total or partial assignment a this lease shall, to the extent of the Interest assigned, relieve and discharge Lessee a all su'5equent 
obllgatrons under this lease. If this lease rs assigned m its entirety as to only part of the acreage, the nght and option to pay rentals shall be appon1..-.oo 
as between the several owners ratably, according to the area a each. and faJlure by one or more of them to pay his share of the rental shall llOt!afrect 
this lease on the part of the land upon which pro rata rentals are timely paid or tendered. however, If the assignor or assignee does not f ile a certified 
copy a such assignment In the General Land Office before the next rental paying date, the entire lease shall terminate for fatlure to pay the entire rental 
due under Paragraph 3. Every assignee shall succeed to all rights and be subject to all obligations, liab1hues. and penalties owed to the State by the 
ortglnal lessee or any prior assignee c:A the lease, Including any llabllitles to the State for unpaid royalues. 

p 
(B) ASSIGNMENT LIMITATION. Notwithstanding any provision 1n Paragraph 27(a). 1f the owner a the sod acquires this lease In whole or 1n 

part by assignment without the pnor written approval a the Commissioner of the General Land Office, this lease is void as a the time of assignment and G 
the agency power ci the owner may be forfeited by the Commissioner. An assignment will be treated as 1f rt were made to the owner a the soil if the 
assignee Is: 

(1) a nominee of the owner of the soil, 
(2) a corporation or subsidiary In which the owner a the soil 1s a pnnc1pal stockholder or is an employee of such a corporation or subsidiary: 0 
(3) a partnership in which the owner a the sotl 1s a partner or 1s an employee of such a partnership, 
(4) a principal stockholder or employee of the corporation which is the owner of the sod 3 
(5) a partner or employee In a partnership which 1s the owner of the soil, 9 
(6) a rlduclary for the owner a the SOii; 1nclud1ng but not limited to a guardian, trustee, executor, admrnrstrator, receiver, or conservator for the 
owner a the soil, or 6 
(7) a family member of the owner c:A the SOii or related to the owner c:A the sOII by mamoge. blood. or adoption . 

28. RELEASES. Under the conditions contained 1n this paragraph and Paragraph 29, Lessee may at any time execute and deliver to the 
owner of the soil and place of record a release or releases covering any portion or portions a the leased premises. and thereby surrender this lease as 
to such portion or portions, and be relieved a all subsequent obligations as to acreage surrendered. If any part of this lease 1s property surrendered, the 
delay rental due under this lease shall be reduced by the proportion that the surrendered acreage bears to the acreage which was covered by this lease 
Immediately prior to such surrender, however. such release will not reheve Lessee of any l1ob1ht1es which may have accrued under this lease prior to the 
surrender of such acreage 

29. FILING OF ASSIGNM ENTS A ND RELEASES. If all or any part a this lease is assigned or released , such assignment or release must be 
recorded 1n the county where the land Is situated. and the recorded instrument. or a copy of the recorded instrument cert1f1ed by the County Cieri< a the 
county In which the instrument 1s recorded. must be fried in the General Land Office within 90 days of the last execution date accompanied by the 
prescribed frling fee If any such assignment is not so filed, the nghts acquired under this lease shall be subJect to forfeiture et the option a the 
Commissioner a the General Land Office. 

30. DISCLOSURE CLAUSE. All provisions pertaining to the lease of the above-descnbed land have been included in this Instrument. 
Including the statement of the true consideration to be paid for the execution a this lease and the nghts and duties a the parties Any collateral 
agreements concerning the development a oil end gas from the leased premises which are not contained rn this lease render this lease 1nvalld. 

31. FIDUCIARY DUTY. The owner a the SOii owes the State a fiduciary duty and must fully disclose any facts affecting the State's Interest In 
the leased premises When the interests of the owner of the soil conflict with those of the State. the owner of the soil is obligated to put the State's 
Interests before his personal interests 

32. FORFEITURE. If Lessee shall fail or refuse to make the payment c:J any sum within thirty days after It becomes due. or If Lessee or an 
authorized agent should knowingly make any false return or false report concerning production or dnlhng or rf Lessee shall fa,I or refuse to dnll any 
c:Jfset well or wells In good fa,th as required by law and the rules and regulations adopted by the Commissioner c:J the General Land Office, or If Lessee 
should fall to file reports in the manner required by law or fall to comply wrth rules and regulauons promulgated by the General Land Office, the School 
Land Board. or the Railroad Commission, or 1f Lessee should refuse the proper authority access to the records pertaining to operations, or If Lessee or 
an authorized agent should knowingly fall or refuse to give correct mformat,on to the proper authonty. or knowingly fall or refuse 10 fWOlsh ti~ General 
Land Office a correct log of any well . or rf Lessee shall knowingly violate any of the matenal prov1s1ons of th,s lease. or 1f this lease rs assignod and the 
assignment Is not filed In the General Land Office as required by law. the nghts acquired under this l~ase shall be subject to forfature by the 

( f 



Commissioner, and he shall forfeit same when sufflclenlly Informed of the facts which authorize a forfeiture. and when forfeited the area shall again be 
subject to lease under the terms of the Relinquishment Act However. nothing herein sholl be construed as wa1v1ng the automatic ta.-m1nation of this 
lease by operation of law or by reason of any special llmitatton ans1ng hereunder Forfedures may be set aside and this lease and all nghls thereunder 
reinstated before lhe nghts of another Intervene upon set1sfactory evidence to the Comm1ss1oner of the General Land Office of future compliance with 
lhe provisions of the law and of this lease and the rules and regulotions that may be adopted relative hereto 

33. LIEN . In accordance with Texas Natural Resources Code 52 136, the State shall have a first lien upon all oil and gas produced from the 
area covered by this lease to secure payment of all unpaid royalty and other sums of money that may become due under this lease By acceptance of 
this lease, Lessee grants the State, In addition to the lien prOV1ded by Texas Natural Resources Code 52.136 and any other applicable statutory lien, an 
express contractual lien on and security Interest In all leased minerals In end extracted from the leased premises, all proceeds which may accrue to 
Lessee from the sale of such leased mlnerals, whether such proceeds are held by Lessee or by a third party, and all fixtures on and Improvements to the V 
leased premises used 1n connection with the production or processing of such leased minerals in order to secure the payment of all royalties or other 

• • • amounts due or to become due under this lease and to secure payment of any damages or loss that Owner of the Soil may suffer by reason of Lessee's Q 
: • : 2 breach of any covenant or condition of this lease, whether express or implied This hen and secunty interest may be foreclosed with or withcli& alti.t L 

• proceedings In the manner provided In the Title 1, Chap. 9 of the Texas Business and Commerce Code Lessee agrees that the Commlsslo~er may 
•:• .. : require Lessee to execute end record such instruments as may be reasonably necessary to acknowledge, attach or perfect this hen Lesse4 "'1rt!bv 

• represents that there are no prior or superior liens arising from end relating to Lessee's act1V1t1es upon the above-d~cnbed property or from ~ess~·s 
acquisition of this lease. Should the Commissioner at any lime determine that this representation Is not true, then the Commissioner may declareeih1s 

: ••••lease forfeited as provided herein 1 .... 
•: • • • ! 34. POOLING. Lessee Is hereby granted the right to pool or unitize the royalty interest of the owne,- of the soil under this lease with lf!Y .""'- r 1 

leasehold or mineral Interest for the exploratlon, development and production of oil or gas or either of them upon the same terms as shall be a~ 3 by the School Land Board and the Commissioner of the General Land Office for the pooling or unitizing of the interest of the State under this le-ase 
• •• • rsuant to Texas Natural Resources Code 52.151-52 154 The owner of the SOii agrees that the Inclusion of this provision In this lease sallf fl~ lhe 8 

• • execution requirements stated In Texas Natural Resources Code 52 152. • • • • • .... 
35. INDEMNITY. Lessee hereby releases and discharges the State of Texas and the owner of the soil , their officers, employees, ,,~-ers. 

agents, contractors, subcontractors. guests. Invitees. and their respective successors and assigns. of and from all and any actions and causes of action 
of every nature, or other harm. Including environmental harm, for which recovery of damages is sought , including, but not limited to. all losses and 
expenses which are caused by the activities of Lessee, Its officers. employees, and agents arising out of. incidental to, or resulting from. the operations 
of or for Lessee on the leased premises hereunder. or that may anse out of or be occasioned by Lessee·s breach of any of the terms or provisions of this 
Agreement, or by any other noghgent or strictly liable act or omission of Lessee. Further, Lessee hereby agrees to be liable for. exonerate. Indemnify. p 
defend and hold harmless the State of Texas and the owner of the soil, their officers, employees and agents, their successors or assigns, against any G 
and all claims, liablhtles, losses, damages, actions, personal 1nJury (1nclud1ng death). costs and expenses. or other harm for which recovery of damages 
Is sought. under any theory Including tort. contract, or strict hab1llty, Including ottomeys' fees and other logal expenses, including those related to 
environmental hazards, on the leased premises or in any way related to Leasee·s fallure lo comply with any and all environmental laws; those ansmg 
from or In any way related to Lessee's operations or any other of Lessee's act1V1t1es on the leased premises, those ansing from Lessee's use of the 
surface of the leased premises. and those that may arise out of or be occasioned by Lessee's breach of any of the terms or prOV1sions of this Agreement O 
or any other act or omission of Lessee, its directors, offlcers, employees, partners, agents, contractors, subcontractors, guests. Invitees, and their 
respective successors end assigns. Each assignee of this Agreement, or an interest therein, agrees to be liable for. exonerate, Indemnify, defend and 3 
hold harmless the State of Texas and the owner of the SOii. their officers. employees, and agents In the same manner prOV1ded above in connection wrth 9 
the act1v1ties of Lessee. rts officers. employees. ond agents as descnbed above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF 
THE INDEMNITY OBLIGATIONS AND\OR LIABILITIES ASSUMED UNDER THE TERMS OF THIS AGREEMENT SHALL BE WITHOUT LIMITS AND ] 
WITHOUT REGARD TO THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXISTING CONDITIONS), STRICT LIABILITY, OR THE 
NEGLIGENCE OF ANY PARTY OR PARTIES (INCLUDING THE NEGLIGENCE OF THE INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE 
BE SOLE, JOINT, CONCURRENT, ACTIVE, OR PASSIVE. 

36. ENVIRONMENTAL HAZARDS. Lessee shall use the highest degree of care and all reasonable safeguards to prevent contamination or 
pollution of any environmental medium. including soil , surface waters, groundwater, sediments, and surface or subsurface strata, ambient air or any 
other environmental medium In, on. or under, the leased premises, by any waste, pollutant, or contaminant. Lessee shell not bling or permit to remain on 
the leased premises ony asbestos containing matenals, explosives, toxic materials, or substances regulated as hazardous wastes, hazardous mata.-ials, 
hazardous substances (as the term "Hazardous Substance" is defined rn the Comprehensive Environmental Response, Compensation and Llab1l1ty Act 
(CERCLA), 42 U .s C. Sections 9601 , et seq ), or toxic substances under any federal, state, or local law or regulation ("Hazardous Materials"). except 
ordinary products commonly used In connection with oll ond gas exploration and development operations and stored In the usual manner and quantities 
LESSEE'S VIOLATION OF THE FOREGOING PROHIBITION SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER ANO 
LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST 
ANY CLAIMS, DAMAGES, JUDGMENTS, PENAL TIES, LIABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS' FEES AND COURT 
COSTS) CAUSED BY OR ARISING OUT OF (1) A VIOLATION OF THE FOREGOING PROHIBITION OR (2) THE PRESENCE, RELEASE, OR 
DISPOSAL OF ANY HAZARDOUS MATERIALS ON, UNDER, OR ABOUT THE 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 AN D 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 
APPLIC ABLE LAW. THIS INDEMNIFICATION AND ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE 
ACTIONS UNDERTAKEN PURSUANT TO CERCLA OR ANY OTHER ENVIRONM ENTAL LAW OR REGULATION. LESSEE SHALL IMMEDIATELY 
GIVE THE STATE OF TEXAS AND THE OWNER OF THE SOIL WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS 
PARAGRAPH, UPON LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY 
GOVERNMENTAL AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED 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 a Texas Natural Resources Code 52.171 through 52.190, commonly 
known as the Relinquishment Act, and other applicable statutes end amendments thereto, and 1f any provision 1n this lease does not conform to these 
statutes, the statutes will prevail over any nonconforming lease provisions. rat. 



38. EXECUTION. This oil and gas lease must be signed and acknowledged by the Lessee before rt is filed of record In the county records and 
In the General Land Office of the State or Texas. Once the filing requirements found in P8'agraph 39 ol thrs lease have been satrsfled. the effective date 
al this lease shall be the date found on Page 1 

39. LEASE FILING. Pursuant to Chapter 9 of the Texas Business and Commerce Code, thrs lease must be filed of record In the office of the 
County Clerk In any county In which all or any part of the leased premises Is located. and certified copies thereof must be flied in the General Land 
Office. This lease is not effective until a certified copy al this lease (whrch Is made and certified by the County Clerk from his records) 1s filed m the 
General Land Office in accordance with Texas Natural Resources Code 52.183 Add1t1onally. this lease shall not be binding upon the State unless rt 
recites the actual and true consideration paid or promised for execution of this lease. The bonus due the State and the prescnbed f1hng fee shall 
accompany such certified copy to the General Land Office 

40. RENTALS. THIS IS A PAID-UP OIL AND GAS LEASE. 
• •• 
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STATE OF TEXAS 

By; 

~~ d~ 
BLAKE OIL & GAS CORPORA ION 

lndlvidually and es agent for the State of Texas 

By· Carol Jo Blake (prtnted name) 

Title President 

Date - 15 - I ' L __ __._...___;_;::::_ _ _ --Y-..:_ ___ _ 

STATE OF TEXAS 

Individually and as agent for the State al Texas 

By· (pnnted name) 

Tille: ___________ _ 

Date ------------

RETO FOR ADDITIONAL PROVISIONS 

ST ATE OF TEXAS 

lndivrduolly and as agent for the State of Texas 

By (pnnted name) 

Title: -----------

Date ------------

STATE OF TEXAS 

Individually and s agent for the State of Texas 

By; -- ________ (prtnted name) 

Trtle. -----------­

Date.------------

• • •••••• • 
• • • • . • •• 
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STATE OF~ 

COUNTY OF MIDLAND 

(CORPORATION ACKNOWLEDGMENT) 

BEFORE ME, the undersigned authority, on this day personally appeared ~IOI JoBla)s§_ ________________ _ 

known to me to be the person whose name Is subscribed to the foregotng instruments as ,.._P.ures...,.,id..,,enu.a...\ -----------------­

of Blake Oil & Gas Coeooratlon. a Texagorooeahon and acknowledged to me that he 

executed the same f0< the purposes and consideration therein expressed, In the capacity stated, and as the act and deed of satd ca-poratlon. 

Given under my hand and seal o( o(flce this the~ day o( August 2014, 

JAN R. DAVIS 
Notery Public 

STATE OF TEXAS 

• • 
-- ~. ~ _____ ... : .... ···:· 
Notary Public In end for Midland County, Texas 

My Comm, bp, So9. 1&, 2016 

• • ••• 
• 

••••• : sT ATE OF - ..Lloo~~L._ (CORPORATION ACKNOWLEDGMENT). •• 
• • 

•• • • • .. BEFORE ME , the undersigned authonty, on this day personally appeared 

known to me to be the person whose nam, Is subscnbed to the foregoing instruments as 

• • • •••• 
• 

• 

• o1 S; /,, ,. r 1, · and acknowledged to m&\1'18t he 

executed the same for the purp ses and consideration therein expressed, In the capacity stated, end as the act and deed of said corporation 

Given under my hand and seal of otfice this the 1-J 

eKAREN S GONZALES 
NOTARY PUBLIC 

Slate of Texas 
Comm. Ell!) 02/.14/2018 

STATEOF~~ 

COUNTYOF ~ 

day of µ" cJ Ga. Jcr _. 20J 'f 

-~~.~ 
Notary Public In and for ~ 

(INDIVIDUAL ACKNOWLEDGMENT) 

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

known to me to be the persons whose names are subscnbed to the foregoing Instrument, and acknowtedged to me that they executed the same for the 

purposes and consideration therein expressed. 

Given under my hand and seal of office this the ___ day at ---------· 20 __ . 

Notary Public in and for 

STATE OF ________ _ 
(INDIVIDUAL ACKNOWLEDGMENT) 

COUNTY OF _______ _ 

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

known lo me to be the persons whose names are subscribed to the foregoing Instrument. and acknowledged to me that they executed the same for the 

purposes and consideration therein expressed. 

Given under my hand and seal at office this the __ _ day at ---------· 20 __ . 
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ADDENDUM 1 

Attached to and made a Part or 011 and Gas Lease dated August 15, 20141 , 
From the State or Texas. acUng by and through its agent, Blake Oil & Gas Corporation, as 

the Owner or the Soll, to Sdverback ExploratJon, LLC, as Lessee 

The printed lease form Lo which this addendum Is attached contains printed Paragraphs 1 through 40. The provisions set forth below, Including 
Paragraphs 411 through 419, are made a part or the printed lease form. as though originally contained lhefeln In the event or a conflict between any or the provisions 
of Paragraphs 1 through 40 and any of the provisions contained In this addendum, the connlctlng provision of this addendum shall prevafl The term "thlS lease.· 
whether appeanng In the printed lease form or this addendum. shall mean the agreement conta ned In the pMted tease form. as amended, supplemented and 
suporaeded by this addendum 

411 The term "Adual Drilling" Wiii be defined as having a r1g on location (and dolling operations underway) that Is capable of drilling to the permitted total V 
• • • depth, which must be within a formation reasonably believed lo contain commercially recoverable deposits of oil and/or gas Q 
:.: '. L ..... 
• 
• 

412. Alter the expimtton of the pnmary term and/ or the extended term, whtchever Is later, this Oil, Gas and Mtnerol Lease shall be construed to be a 
parole lease as to each separate productlon unit 

: • • ter prod~ ~:::it~t;;~ta~
11
r:;e:~

1~0°~1
:r1e~:1 P~::~5a~:iS:~~:~~ !~!111~ ~o;h~~C:r::~'!:~ :~~s~:: 

0i~:~~: soil. 
1 • • • th casing Intact. at no oosL The owner of the soil shall elect Within fifteen (15) days of receipt of such notice to take over the well In agreeing to take over the 

•••• j'O:lter well(s) the owner of the soil hereby agrees to release Lessee from any habilrty ansing from drilling, operating, produe1ng or othefwise maintaining such well or 
1 • lls 

• • •. : « Unless otherwise agreed by the owner of the soil, acting as agent on behalf of the State of Texas. in wnl1ng and In advance. Lessee shall be 
• hfbited from d11poslng of salt water on the leased premises Disposal of any such salt water or the removal of salt water from the leased premises shall be 

accompllShed in strict comp6ance with the rules and regulations or the RRC and any other governmental agency haVlng Junsdidion thereof 

415. Upon wntten request Lessee shall furnish the owner of the soil With copies or the foUowing related to wells operated by Lessee on tho Land or 
lands pooled therewith 

(A) 
(B) 
(C) 
(0) 

(E) 

Plats or maps showmg the locaUon of the well and all forms filed With the appropriate state govemmental authooty, 
Coples of monthly productJon reports 
Dany drilling and completion reports, and mud log if a mud log is run In such well, 
The details of any dnllslem tests taken In said well and the final results of any core analyses whlc:tl are run on cores taken while 
dnlling said well, 
Coples of all lasting reports and logs run In such well 
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46. All said lnformaUon will be furnished In a umely manner to the Owner or the Soil at tho above address or a-mall ( 1ack blake@naytgatortx com 
rleador@navlgatortx com.rpcosta@navigatortx com bog@suddenHnkmall com ). Contact Information Is subject lo change Q 

4 
417. The owner or the soil makes no warranty or Ullo to the leased premises, e1thet' express or Implied O 
418 As an additional cash bonus due and payable as and when dnlling operations, construction, pipeline Installation and other surface operations are O 

conduded, any operaUona conduded on the surface or the premises, related to this lease, shall be subject to payment by Lessee for all of the types of operations 
and In tho payment amounts and tenns as set out in the then rummt University of Texas System Rate and Damage Schedule promulgated by Unrverslty Lands 
Surface and Mineral Interests, and/or by the Board of Regents of the University of Texas System, applicable to oil and gas operations on lands owned by the State 
of Texas and subject to lease by I.he Board for Lease of Urnvers,ty Lands Such payments shall be made 1/2 directly to the owner of the soi and a like amount paid 
or tendered to the Commissioner of the General Land Office of the Slate ofTexas. at AusUn. Texas 

419 The provisions of lhlS lease shall Inure to the benefit of and be binding upon the owner or the soil, the State of Texas. and Lessee, and their 
respective heirs, successors, assigns. represcntatJVOS, directors, pnncipals, agents, employees, contractors and subcontractors 

50 In the event this lease Is perpetuated beyond the pnmary t rm by productton or dolling or reworking operations, this lease shaN remain In full force 
and effect es lo all or th lands covered by this lease if on or before One Hundred Eighty (180) days afler the pnmary term, lessee commences a contu,uous 
development dnlllng program on the leased premises In eccoroance with the follOWt.ng, and thereafter dthgontly conlnuos and prosecutes such continuous drilhng 
operaUons on the leased premises with no cessation of more than Ooe Hundred Eighty (180) days between the completion of anyone well and the commencement 
of tho adual drilhng or the next succeeding oil and/or gas well At and alter the expiration or the pnmary term, failure to ttmety commence or prosecute the 
continuous development program provided horelnabove shall terminate Ulla lease as to all of the above descnbed premises, SAVE and EXCEPT as to eaeh 
"production unit" as herclnaflor defined A production unit for a v rtlcal wou sh n be O) the m8.XJIT1um number of acres required by tho Railroad Commission of Texas 
for a proration unit under then existing special field rules or (ii) If thet'e are no special field rules 410 acres around each vertical oil well and 160 acres around each 
vertical gas well then producmg or capable of producing oil and/or gas in paying quanttlles In the event or a horizontal well, Lessee may allocate acreage to each 
production unit that amount of ecreage as allowed by Rule 86 or the Railroad Commission of Texas Nolwllhstand1ng the foregoing, the produdion unit for a vertlC81 
oU or gas well shell not exceed 160 acres. and for a honzontal 011 or gas well shaU not exceed 320 ocres Each production unit retained by Lessee shall be hmlted lo 
those depths from the surface of the ground to 100' below the base or the d epest perforations from which produdlon of on or gas In paying quantiUes Is being 
mainta nect (or, In the case of a shut-In gas well, con bo maintained) in tho well on such production unit and an other deeper depths shall be released 

The term •compleUon," as used herein, shall mean the earlier of the date of complellon shown on the Roflroad Commission lniUal Potential Form W 2 or 60 days 
from tho dato of release of the dnning ng Upon tarmlnollon of this lease as to any portion of the leased premises, Lessee aha II deliver to Owner of the soil a plat 
showing the designated production units around each well and a partial release complying with the requirements of this paragraph, suitable for rocording 



. . ... 

SIGNED FOR IDENTIFICATION. 

• • • 
: .: I . ...... • • 

. . . 
• • .... . . . . .. . . 
• • 

• OWNER OF THE SOIL .. . . ~ . 
.. ~6 ,..&: (lo d)-!?uL-

BLAKEL&GAS CORP0RATION -

Individually and as agent for the State or Texas 

By· Carol Jo Blake (pnnted name) 

Tille. President 

Date _ 8 - 15- I 'f 

Inst No. 15-00483 
DIANNE O FLOREZ 
COUNTY CLERK 

STATE OF TEXAS 

Individually and as agent for the State a( Texas 

By· (pnnted name) 

Title:_ ----------
Date: _________ _ 

• • •••••• • 
•• • • • • • •• 

• 

• •• • • . 
•••• 

• 
• • • ••••• • 

• ••• 
•••• 

2015 Jan 16 at 10 41 AH 
SC TE S 

By ER rpurv 

After Recording please return to 
E & G Energy, Inc 
4925 Greenville Ave, Ste 825 
Dallas, Texas 75206 
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General Lond Office 
Rellnqulshment Act Lease Form • 
Revised, September 1997 

. . . . . ... 
• ...... . . 

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

~ usttn, mexas 

OIL AND GAS LEASE 

15-00484 
FILED FOR RECORD 

REEVES COUNTY, TEXAS 
J an 16, 2015 at 10.41:00AM 

• . 
• • •••• • 
•• • • • • •• 

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

• 
THIS AGREEMENT 1s made and entered into this 2.§1.h day of September 2014, between the State of Texas. acting by and through rts a·g~~i . 

JUDSON OPERATIONS. L TQ 

of P o. Box 3340. Midland. Texas 79702 
(Gtve Permanent Address) 

said agent herein referred to as the owner of the soil (whether one or more), and SILVERBACK EXPLORATION. LLC 

of l 826 North Loop 1604 West. Suite 325. San Antonio Texas 75248 
(G111e Permanent Address) 

hereinafter called Lessee 
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1. GRANTING CLAUSE. For and 1n cons1derat1on of the amounts stated below and of the covenants and agreements to be paid. kept and O 
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 

4 sole and only purpose of prospecting and dnlltng for and producing oil and gas. laying pipe ltnes. bu11d1ng tanks. stonng 011 and building power 11a11ons 
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 Q 
~County State of Texas to-wit 2 

EAST 100 Acres of the SE/4 of Section 1, 
A-5442, Block 59, Public Lands Survey 

Containing 1.QQ_acres, more or less The bonus cons1derat1on paid for this lease lS as follows 

To the State of Texas Twenty N1ne Thousand One Hundred sixty SPS and_ e~1i~l~Oo ___________ _ 
Dollars (S29 166 67) 

To the owner of the soil Twenty N1ne Thousand One Hundred S11<1Y S1x and 671100 
Dollars ($29.166 67) 

Total bonus consldera11on Fifty E,aht Thousand Threo Hundred Thirty Three and 34/100 
Dollars (SSS 333 34) 

The total bonus cons1dera11on paid represents a bonus of Three Thousand Five Hundred and 00/100 DoUars CS3.500 OOl per acre, on 16 6666667 net 

acres. 

2. TERM. Subject to the other prov1s1ons 1n this lease, this lease shall be for a term of three C3l years from thrs date (herein called "primary 
term") and as long thereafter as 011 and gas or either of them. 1s produced 1n paying quant1t1es from said land As used 1n thrs lease, the term "produced 
1n paying quant1t1es0 means that the receipts from the sale or other authonzed commerctal use of the substance(s) covered exceed out of pocket operational 
expenses for the SIX months last past 

rect 



.. . . ... 

3. DELAY RENTA~f-no.-well ~ on tne-lffsed p<emtSe&eon or befor&-GM-( l}-year from--th!s-oal&4Al&-lease-shaU-l&fmlflat&; 

uni&&& on-or before-auoh ann1versa,-y dot&4.essee-&hall pay--0r tender to th&-OWner or the-&OII or to--n~ed1t m the-Address-Shown for Les50f:Abov&= 

r-its-5-uec~eh--shall ntinus-e5-t~toi=y-regar-0le ltang&-in the-owneFSrup--of-sa-tti Jandt,-the-a!TIOORHpeetfied 
belo" ; in-eddmon, bessee shal~~neer--to-tJH~-GGMM ION£~ HE- eAAh ~~6 STATE oi;: 

, T , :f£XAS,...:a lih.e-sum--0n r b~ re-said-<late. Payments under lhis-par-agraph-shall-opeFate-as-e renHll and-shall 
~---t.he-priYilege--of-<leferring-lh mmenc-emem-of~~ I )-year from-said-<lat~r ~ be-in 

lhe-following-emo~ 

To the owner of th&-60fl --============================= 

Dolla~---::::=--===-=-=-=---.......:.~~-..::--:::;-::-:,) . . v 
: ..... 0 . .. ... . To-th&-Slat&-of Texas -============================== 

Dollar15-=-..:========~ 
.. . . L • • 

• • • • • .... 
~al Gelay--Rental __:============================= 

Dollat&--:::==============1 

• • • 

• • • • • . hke mannef---8nd upon hke payments or tendel&-8nnually. lhe commenoement of-a well may be- further deferred for~&--c»oon& +1 ) 1 
• Yffr each durlfli}-lhe pr1mery term-All payments-or tenders--or rental to the---Owner or the--&ofl may-btHnade-b~lll---Oraft...of l~ ~ 1 

aS&tgnee-Of lhlfHeaS&,--Qnd may-be-<iehvered-on-Of befof&-the-nwal paymg~ate If the bank destgnateo-m--tll1&-paragraph (or il~nk}-&h uld 
• • •. se-to ~ 1sl;-&uspend bu&ines&,-liqw+date;-Jall or be-6UCCeeded by-aoother bank-c-Or fOf-any-reason fail-or refuse-to-accept rental. Lesse&-6~ 3 

• neld In d~ault for failure-to mak&-flUoh payments-or tenden.--or rentakmhl thirty (-30) day&-.1fter the--owner or the- &Oii ~halkieliver to L-es&eH~ 8 recordabl&--mstrument namlllg-aflOthef-baRHs--agent to- reGe1V&-6Uoh payments.-or tenders •••• 
• ••• • 

4. PRODUCTION ROYAL TIES. Upon production of oil and/or gas. Lessee agrees to pay or cause to be paid one-half (112) of the royalty 
provided for In this lease to the Comm1ss1oner of the General Land Office of the State or Texas. at Austin . Texas and one-half (112) of such royalty to the 
owner of the soil 

(A) OIL. Royalty payable on 011, which 1s defined as including all hydrocarbons produced in a liquld form at the mouth of the well and also as 
all condensate. distillate. and other liquid hydrocarbons recovered from 011 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 Comm1ss1oner of the General p 
Land Office, such value to be determined by 1) the highest posted pnce. plus premium. 1f any offered or paid for 011. condensate distillate. or other hquld G 
hydrocarbons, respectrvely, of a hke type and gravity 1n the general area where produced and when run. or 2) the highest market pnce thereof offered or 
paid in the general area where produced and when run or 3) the gross proceeds of the sale thereof whichever 1s the greater Lessee agrees that before 
any gas produced from the leased premises 1s sold. used or processed in a plant. 11 wrll be run free of cost to the royalty owners through an adequate 011 
and gas separator or conventional type or other equipment at least as efficient, so that all hqu1d 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 wnting by the royalty owners upon O 
such terms and conditions as they prescnbe 

(Bl NON PROCESSED GAS. Royalty on any gas (including nared gas). which Is defined as all hydrocarbons and gaseous substances not 
defined as oil 1n subparagraph (A) above produced from any well on said land (except as provided herein wrth respect to gas processed in a plant for 
the extraction of gasoline. hquid hydrocarbons or other products) shall be 1M. __ part of 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 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 1s the greater 
provided that the maximum pressure base 1n measunng the gas under this lease shall not at any time exceed 14 65 pounds per square inch absolute, 
and the standard base temperature shall be sixty (60) degrees Fahrenheit. correction to be made for pressure according to Boy1e·s Law, and for specific 
gravity according to tests made by the Balance Method or by the most approved method of testing being used by the industry at the time of testing 

(C) PROCESSED GAS. Royalty on any gas processed 1n a gasohne plant or other plant for the recovery of gasoline or other liquid 
hydrocarbons shall be Jl4 part or the residue gas and the liquid hydrocarbons extracted or the market value thereof, at the option of the owner 
of the soil or the Commissioner of the General Land Office All royalties due herein shall be based on one hundred percent (100%) of the total plant 
production of residue gas attnbutable to gas produced from this lease. and on fifty percent (50%). or that percent accruing to Lessee whichever 1s the 
greater, of the total plant production of 11qu1d hydrocarbons attributable to the gas produced from this lease. provided that If liquid hydrocarbons are 
recovered from gas processed in a plant In which Lessee (or its parent subsidiary or affiliate) owns an interest. then the percentage applicable to hqu1d 
hydrocarbons shall be fifty percent (50%) or the highest percent accruing to a third party processing gas through such plant under a process1no 
agreement negotiated at arms length (or 1f there 1s no such third party the highest percent then being specified in processing agreements or contracts 1n 
the Industry). whichever 1s the greater The respective royalties on residue gas and on hqu1d hydrocarbons shall be determined by 1) the highest market 
price paid or offered for any gas (or liquld hydrocarbons) of comparable quahty 1n the general area or 2) the gross pnce paid or offered for such residue 
gas (or the weighted average gross selhng pnce for the respective grades of hqu1d hydrocarbons). whichever 1s the greater In no event however shall 
the royalties payable under this paragraph be less than the royalhes which would have been due had the gas not been processed 

(0 ) OTHER PRODUCTS. Royalty on carbon black. sulphur or any other products produced or manufactured from gas (excepting liquid 
hydrocarbons) whether said gas be casinghead." dry." or any other gas by fractionating , burning or any other processing shall be 114 part of 
the gross production of such products, or the market value thereof. at the opllon of the owner of the soil or the Comm1ss1oner of the General Land Office, 
such market value to be determined as follows 1) on the basis of the highest market pnce of each product for the same month in which such product is 

produced or 2) on the basis of the average gross sale pnce or each product for the same month 1n which such products are produced, whichever 1s the 
greater 

5. MINIMUM ROYAL TY. Dunng any year after the exp1rat1on of the pruTiary term of thlS lease If this lease 1s maintained by production. the 
royallles paid under this lease In no event shall be less than an amount equal to the total annual delay rental herein provided. othel'Wlse. there shall be 
due and payable on or before the last day of the month succeeding the anniversary date or this lease a sum equal to the total annual renUll le$5 the 
amount of royallles paid dunng the preceding year If Paragraph 3 of this lease does not specrfy a delay rent.al amount. then for ttie purposes or this 
paragraph, the delay rental amount shall be one dollar (S1 00) per acre Y O 
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6.' ROYAL TY IN KIND. Notwithstanding any other prov1s1on m this lease. at any time or from lime to time, the owner of the soil or the 
Commissioner of the General Land Office may, at the option of either upon not less than sixty (60) days nollce to the holder of the lease. require that the 
payment of any royalties accruing to such royalty owner under this lease be made m kind The owner of the soil's or the Commissioner of the General 
Land Office's nght to take its royalty 1n kind shall not d1mm1sh or negate the owner of the soil's or the Commissioner of the General Land Office's nghts 
or Lessee's obligations, whether express or implied, under this lease 

7. NO DEDUCTIONS. Lessee agrees that all royalties accruing under this lease (including those paid 1n kind) shall be without deduction for 
the cost of producing. gathenng, stonng separating, treating dehydrating compressing processing transporting, and otherwise making the 011 gas and 
other products hereunder ready for sale or use Lessee agrees to compute and pay royalties on the gross value received, including any reimbursements 
for severance taxes and production related costs 

.. 
• • ... 8. PLANT FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as may represent this leases proportionate share of any fuel 

ed to process gas produced hereunder in any processing plant Notw1lhstand1ng any other prov1s1on of this lease, and subject to the wntten coo~«:r.t~ 
e owner of the soil and the Commissioner of the General Land Office Lessee may recycle gas for gas lrft purposes on the leased prem1s~ or for 

•: • -ioJectlon into any oil or gas producing formation underlying the leased premises after the liquid hydrocarbons contained 1n the gas have been r~ ~vetl., 
• no royalties shall be payable on the recycled gas until It 1s produced and sold or used by Lessee 1n a manner which entitles the royalty ow~rs 1t1 a 

• • . royalty under this lease . . . 
•••• 9. ROYAL TY PAYMENTS AND REPORTS. All royalties not taken In kind shall be paid to the Comm1ss1oner of the General Land Office at 

• • • • • .(ustln . Texas In the following manner • • • . . . . . 
. 
• 

. . . .. 
Payment of royalty on production of 011 and gas shall be as provided 1n the rules set forth 1n the Texas Register Rules currently provide that royalty 011 oil 
ii 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, an~ royalty 

· ~n gas Is due and must be received in the General Land Office on or before the 15th day or the second month succeeding the month or prMu~M • 
accompanied by the affidavit of the owner manager or other authorized agent completed in the form end manner prescnbed by the General Land Olf~ 
and showing the gross amount and d1spos1t1on of all oil and gas produced end the market value of the 011 end gas together with a copy of all dO<.lrlw,ts. 
records or reports confirming the gross production d1spos1t1on and market value including gas meter readings pipeline receipts, gas hne receipts and 
other checks or memoranda of amount produced and put mto pipelines. tanks. or pools and gas Imes or gas storage. and any other reports or records 
which the General Land Office may require to venfy the gross production. d1spos1t1on and market value In all cases the authonty of a manager or agent 
to act for the Lessee herein must be filed 1n the General Lend Office Each royalty payment shall be accompanied by a check stub. schedule. summary 
or other remittance advice showing by the assigned General Land Office lease number the amount of royalty being paid on each lease If Lessee pays 
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hrs royalty on or before thirty (30) days after the royalty payment was due. then Lessee owes a penalty of 5% on the royalty or $25 00, whichever 1s p 
greater A royalty payment which 1s over thirty (30) days late shall accrue a penalty of 10% of the royalty due or S25 00 whichever 1s greater In addition 
to a penalty, royalties shall accrue interest at a rate of 12% per year such interest will begin lo accrue when the royalty 1s srxty (60) days overdue G 
Affidavits and supporting documents which are not filed when due shall incur a penalty m an amount set by the General Land Office admm1stretrve rule 
which ,s effectrve on the date when the affidavits or supporting documents were due. The Lessee shall bear all respons1b1hty for paying or causing 
royalties to be paid as prescnbed by the due date provided herein Payment of the delinquency penalty shall m no way operate to proh1b1t the State's 
nght of forfeiture as provided by law nor act to postpone the date on which royalties were ongmally due The above penalty prov1s1ons shall not apply m Q 
cases of lltle dispute as to the State's portion of the royalty or to that portion of the royalty m dispute as to fair market value . 

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually furnish the Comm1ss1oner of the General Land Office 
with ,ts best possible estimate of oil and gas reserves underlying this lease or allocable to this lease and shell furnish se1d Commissioner with copies of 
all contracts under which gas 1s sold or processed and all subsequent agreements and amendments to such contracts within thirty (30) days after 
entenng into or making such contracts agreements or amendments Such contracts and agreements when received by the General Land Office shall be 
held 1n confidence by the General Land Office unless otherwtse authorized by Lessee All other contracts and records pertaining to the productJon, 
transportation, sale and marketing of the 011 and gas produced on said premises, 1nclud1ng the books and accounts, receipts and discharges of all wells. 
tanks, pools, meters. and pipelines shall at all limes be subject to mspect1on and examination by the Comm1ss1oner or the General Land Office, the 
Attorney General. the Governor or the representative of any of them 

(B) PERMITS, DRILLING RECORDS. Written notice of all operations on this lease shall be submitted to the Commissioner of the General 
Land Office by Lessee or operator five (5) days before spud date, workover. re-entry temporary abandonment or plug and abandonment of any well or 
wells Such written notice to the General Land Office shall include copies of Railroad Commission forms for apphcallon to dnll Copies of well tests 
completion reports and plugging reports shall be supplied to the General Land Office al the lime they are filed with the Texas Railroad Comm1ss1on All 
apphcallons, 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 shell include the word ·s tate• In the title Add1llonally, In accordance with Railroad Commission 
rules. any s1gnage on the leased premises for the purpose of identifying wells tank ballenes or other assoctated improvements to the land must also 
include the word "Slate Lessee shall supply the General Land Office w1lh any records memoranda, accounts, reports. core tests. or other information 
relative to the operation of the above-descnbed premises which may be requested by the General Land Office, ,n addrt1on to those herein expressly 
provided for Lessee shall have an electrical and/or rad1oact1v1ty survey made on the bore-hole section. from the base of the surface casing to the total 
depth of well, of all wells drilled on the above described premises and shall transmit a true copy or the log of each survey on each well to the General 
Land Office within frfteen (15) days after the making of said survey 

(C) PENAL TIES. Lessee shall incur a penalty whenever reports, documents or other matenals are not filed ,n the General Land Office when 
due The penalty for late filing shall be set by the General Land Office adm1n1strat1ve rule which 1s effective on the date when the matenals were due In 
the General Land Office 

11. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If during the primary term hereof and pnor to discovery and 
production of oil or gas on said land, Lessee should dnll a dry hole or holes thereon, or 1f dunng the pnmary term hereof and after the discovery and 
actual production or oil or gas from the leased premises such production thereof should cease from any cause this lease shall not terminate 1f on or 
before the expiration of sixty (60) days from date or compteuon or said dry hole or cessation of production Lessee commences add1llonal dnlhng or 
reworking operations thereon. or pays or tenders the next annual delay rental m the same manner as provided 1n this tease If, dunng the last year of the 
pnmery term or w1th1n sixty (60) days pnor thereto a dry hole be completed and abandoned, or the production of 011 or gas should c»ne for an)I ciluse, 
Lessee's rights shall remain in full force and effect without further operations until the exp1rat1on of the primary term, and 1f Lessee tl;ls not resumed 
production in paying quantrt1es at the expiration of the pnmary term. Lessee may mamtam this lease by· conducting addrt1onal drilling or reworking 
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operaltons pµrsuant to Paragraph 13 using the expiralton or the pnmary term as the date or cessation or production under Paragraph 13 Should the first 
well or any subsequent well drilled on the above descnbed land be completed as a shut-in 011 or gas well within the primary term hereof, Lessee may 
resume payment of the annual rental 1p the same manner as provided herein on or before the rental paying date following the expiration or sixty (60) 
days from the date of completion of such shut-in 011 or gas well and upon the failure to make such payment, th1S lease shall ipso fado terminate If at the 
expiration or the primary term or any time thereafter a shut-in 011 or gas well 1s located on the leased premises, payments may be made 1n accordance 
with the shut-In provisions hereof 

12. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. If at the expiration or the primary term, neither Oil nor gas IS being 
produced on said land, but Lessee Is then engaged In dnlhng or reworking operations thereon. this lease shall remain in force so long as operations on 
said well or for dnlhng or reworking of any add1t1onal wells are prosecuted in good ra,th and in workmanlike manner without rnterruptrons totaling more 
than sixty (60) days dunng any one such operation, and If they result 1n the production of 011 and/or gas. so long thereafter as 011 and/or gas 1s produced 

•• in paying quantities from said land, or payment of shut-in oil or gas well royalties or compensatory royaltles 1s made as provided 1n this lease 
:.: I !4 •• :. 

• 13. CESSATION, DRILLING, AND REWORKING. If, after the exp1rat1on of the pnmary term, production of oil or gas from the•teased 
•: • ••i:remises, after once obtained, should cease from any cause, this lease shall not terminate ,r Lessee commences add1t1onal dnlhng or ret,~Ikll'IQ 

• operations within slxty (60) days after such cessation and th1S lease shall remain in full force and effect for so long as such operatrons cont1nue'ln g&ed 
faith and in workmanhke manner without 1nterrupltons totahng more than sixty (60) days If such drilling or reworking operations result ,n the production 

: • • • 011 or gas. the lease shall remain in full force and effect for so long as 011 or gas rs produced from the leased premises 1n paying quantities or payment 
• • • • of shut-in oil or gas well royalties or payment of compensatory royalties 1s made as provided herein or as provided by law If the dnlhng or reworking 

• • • • . ; peratlons result 1n the completion of a well as a dry hole, the lease will not terminate 1f the Lessee commences add11ional drilling or reworlt,1'1~ 
• operations within sixty (60) days after the completion of the well as a dry hole and this lease shall remain ,n effect so long as Lessee continues dr,j!W)!l<>r 

reworking operations 1n good faith and ,n a workmanlike manner without interruptions totaling more than sixty (60) days Lessee shall give wntten no(rce 
• • •. • the General Land Office w1th1n thirty (30) days of any cessation of production • • . . . . ..... 

• 
14. SHUT-IN ROYALTIES. For purposes of this paragraph, "well means any well that has been assigned a well number by the state a~ 

having Junsdicllon over the production or 011 and gas If, at any lime after the expiration or the primary term of a lease that, until being shut in, Wil!i ~•tng 
maintained In force and effect, a well capable of producing oil or gas 1n paying quan1Jt1es 1s located on the leased prem1Ses but 011 or gas 1s not being 
produced for lack of surtable production factltttes or lack of a suitable market. then Lessee may pay as a shut-in 011 or gas royalty an amount equal to 
double the annual rental provided 1n the lease, but not less than $1 200 a year for each well capable of producing 011 or gas 1n 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 1nit1al shut-in 011 or gas royalty must be paid on or before (1) the exp1rat1on of the pnmary term. (2) 60 days after 
the Lessee ceases to produce 011 or gas from the leased premises, or (3) 60 days after Lessee completes a dnlling or reworking operation 1n accordance 
with the lease prov1s1ons, whichever date 1s latest Such payment shall be made one-half {1/2) to the Comm,ss,oner of the General Land Office and one­
half {112) to the owner of the soil If the shut-in 011 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 or the primary term or from the first day of the month following the month in which 
production ceased, and. after that. ,r no suitable production fac1hltes or suitable market for the 011 or gas exists Lessee may extend the lease for two (2) 
more successive penods of one (1) year by paying the same amount each year on or before the exp1rat1on of each shut-tn year 

16. COMPENSATORY ROYAL TIES. If dunng the penod the lease rs kept 1n effect by payment or the shut-in 011 or gas royalty oil or gas rs 
sold and delivered ,n paying quantrhes from a well located w1th1n one thousand {1 000) feet of the leased premises and completed ,n the same producing 
reservoir, or tn any case in which drainage rs occurring, the nght to continue to maintain the lease by payrng 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 paid The Lessee may maintarn the lease for four more 
successive years by Lessee paying compensatory royalty at the royalty rate provided in the lease of the market value of production from the well causing 
the drainage or which Is completed in the same producrng reservoir and w1th1n one thousand { 1,000) feet of the leased premises The compensatory 
royalty 1s to be paid monthly, one-half (112) to the Comm1ss1oner of the General Land Office and one-half (1/2) to the owner of the soil beg1nn1ng on or 
before the last day of the month following the month 1n which the 011 or gas 1s produced from the well causing the drainage or that rs completed 1n the 
same producing reservoir and located w1th1n one thousand (1,000) feet of the leased premises If the compensatory royalty paid ,n any 12-month penod 
1s an amount less than the annual shut-in 011 or gas royalty Lessee shall pay an amount equal to the difference within thirty (30) days from the end or the 
12-month penod Compensatory royalty payments which are not timely paid will accrue penalty and interest in accordance with Paragraph 9 of this 
lease None or these provisions will relieve Lessee or the obhgallon of reasonable development nor the obhgat,on to drill offset wells as provided ,n 
Texas Natural Resources Code 52 173, however, at the determ1natron of the Comm,ss,oner and with the Comm1ss1one(s wntten approval the payment 
of compensatory royalltes can satrsfy the obhgallon to dnll offset wells 

1 s. RETAINED ACREAGE. Notwlthstandrng any prov1s1on of this lease to the contrary after a well producing or capable of producing 011 or 
gas has been completed on the leased premises. Lessee shall exercise the diligence of a reasonably prudent operator rn dnlling such addrt1onal well or 
wells as may be reasonably necessary for the proper development of the leased premises and in marketing the production thereon 

(A) VERTICAL. In the event this lease 1s in force and effect two (2) years after the exprralton date of the pnmery or extended term 11 shall then 
terminate as to all of the leased premises, EXCEPT (1) 40 acres surrounding each 011 well capable or producing 1n paying quantities and 320 acres 
surrounding each gas well capable of producing rn payrng quant1t1es {1nctud1ng a shut-in 011 or gas well as provided rn Paragraph 14 hereof). or a well 
upon which Lessee Is then engaged rn continuous dnlltng or reworking operations or (2) the number or acres included 1n a producing pooled unit 
pursuant to Texas Natural Resources Code 52 151-52154 or (3) such greater or lesser number of acres as may then be allocated for production 
purposes to a proration unit for each such producrng well under the rules and regulations or the Railroad Comm1ss1on or Texas or any successor 
agency, or other governmental authonty having 1unsd1d1on If at any time after the effective date of the partial tem,1nallon prov,srons 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 
Notwlthstand1ng the term,natJon of this lease as to a portion or the lands covered hereby Lessee shall nevertheless continue to have the nght or ingress 
to and egress from the lands still subJect to this lease for all purposes described in Paragraph 1 hereof. together with easements and nghts-of-way for 
ex1st1ng roads, ex1Sllng pipelines and other existing rac1ht1es on over and across all the lands descnbed in Paragraph 1 hereof { the retained lands"). for 
access to and from the retained lands and for the gathering or transportation of 011 gas and other minerals produced from the retained lands 
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(Bl HORIZONTAL. In the event this lease 1s in force and effect two (2) years after the expiration date of the pnmary or extended term rt shall 
further terminate as to all depths below 100 feet below the total depth dnlled deepest perforatton (hereinafter "deeper depths") in each well located on 
acreage retained in Paragraph 16 (A) rtbove unless on or before two (2) years after the pnmary or extended term Lessee pays an amount equal to one­
half (1/2) of the bonus ong1nally paid as consideration for this lease (as specified on page 1 hereof) If such amount 1s paid thtS lease shall be 1n force 
and effect as to such deeper depths and said termination shall be delayed for an add1t1onal penod of two (2) years and so long thereafter as 011 or gas IS 

produced in paying quanm,es from such deeper depths covered by this lease 

(C) IDENTIFICATION AND FILING. The surface acreage retained hereunder as to each well shall. as nearly as practical, be in the form of a 
square with the well located in the center thereof or such other shape as may be approved by the Commrss1oner of the General Land Office Within 
thirty (30) days after partial termination of this lease as provided herein, Lessee shall execute and record a release or releases containing a satisfactory 
legal description of the acreage and/or depths not retained hereunder. The recorded release, or a certified copy of same shall be flied 1n the General 

• • • Land Office. accompanied by the filing fee prescnbed by the General Land Office rules in effect on the date the release IS filed If Lessee fails or refuses V 
• • execute and record such release or releases w1th1n ninety (90) days after being requested to do so by the General Land Office, tCiQ .10 0 

omm1ss1oner at his sole discretion may designate by written instrument the acreage and/or depths to be released hereunder and recofd such 
•: • •• :,strument at Lessee's expense in the county or counties where the lease 1s located and tn the official records of the General Land Office aCll .,utg L 

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 tease shall relieve Lessee of his obligation 
• • • • 10 protect the 011 and gas under the above-described land from being drained Lessee sublessee receiver or other agent in control of the leased 

•: • • • ; rem,ses shall dnll as many wells as the facts may Justify and shall use appropnate means and drill to a depth necessary to prevent undue dra,,~f 1 
011 and gas from the leased premises In add1t1on, 1f 011 and/or gas should be produced in commercial quant1t1es within 1,000 feet of the leased pr~1Hs. 1 

• or In any case where the leased premises 1s being drained by production of 011 or gas. the Lessee. sublessee receiver or other agent in control o~the 
• • • • ased premises shall in good faith begin the dnlling of a well or wells upon the leased premises w1th1n 100 days after the draining well or wells or lhe 3 

• • II or wells completed Within 1,000 feet of the leased premises start producing in commercial quant1l1es and shall prosecute such drilling with "'tgenM 8 
Failure to satisfy the statutory offset obligation may subJect this lease and the owner of the so,rs agency rights to forfeiture Only upon the determiaauon 
of the Commissioner of the General Land Office and with his wntten approval may the payment of compensatory royalty under applicable 1\slutory 
parameters satisfy the obligauon 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 dnlhng operations on the leased premises, or from producing 011 or gas from the leased premises by reason of war rebellton. nots 
stnkes, acts of God, or any valid order rule or regulation of government authonty then while so prevented Lessees obligatlon to comply with such 
covenant shall be suspended and Lessee shall not be liable for damages for failure to comply with such covenants, add1t1onally, this lease shall be p 
extended while Lessee is prevented, by any such cause from conducting dnlling and reworking operations or from producing 011 or gas from the leased 
premises However, nothing 1n this paragraph shall suspend the payment of delay rentals in order to maintain this lease in effect dunng the pnmary term G 
in the absence of such dnlhng or reworking operations or production of 011 or gas 

19. WARRANTY CLAUSE. The owner of the soil warrants and agrees to defend title to the leased premises if the owner of the soil defaults 
in payments owed on the leased premises. then Lessee may redeem the nghts of the owner of the soil in the leased premises by paying any mortgage, 0 
taxes or other hens on the leased premises If Lessee makes payments on behalf of the owner of the soil under this paragraph, Lessee may recover the 
cost of these payments from the rental and royalties due the owner of the soil 4 

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soil owns less than the entire und1v1ded surface estate in the above 
described land, whether or not Lessee's interest 1s specified herein. then the royalUes and rental herein provided to be paid to the owner of the soil shall 
be paid to him in the proportion which his interest bears to the entire und1v1ded surface estate and the royalties and rental herein provided to be paid to 
the Commissioner of the General Land Office of the State of Texas shall be likewise proportionately reduced However before Lessee adJusts the 
royalty or rental due to the Comm1ss1oner of the General Land Office, Lessee or his authorized representative must submit to the Comm1ss1oner of the 
General Land Office a written statement which explains the discrepancy between the interest purportedly leased under this lease and the actual interest 
owned by the owner of the soil The Comm1ss1oner of the General Land Office shall be paid the value of the whole production allocable to any undivided 
interest not covered by a lease. less the proportionate development and production cost allocable to such undivided interest However, tn no event shall 
the Comm1ss1oner of the General Land Office receive as a royalty on the gross production allocable to the undivided interest not leased an amount less 
than the value of one-sixteenth (1/16) of such gross production 

(Bl REDUCTION OF PAYMENTS. If during the pnmary term. a portion of the land covered by this lease 1s included within the boundaries 
of a pooled unit that has been approved by the School Land Board and the owner of the soil in accordance with Natural Resources Code Sections 
52 151-52.154 or 1f. at any time after the expiration of the pnmary term or the extended term this lease covers a lesser number of acres than the total 
amount described herein, payments that are made on a per acre basis hereunder shall be reduced according to the number of acres pooled released 
surrendered, or otherwise severed, so that payments determined on a per acre basis under the terms of this lease during the pnmary term shall be 
calculated based upon the number of acres outside the boundaries of a pooled unrt or, 1f after the expiration of the primary term. the number of acres 
actually retained and covered by this lease 

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

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

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

24. WELL LOCATION LIMIT. No well shall be dnlled nearer than two hundred (200) feet to any house or barn now on said premises without 
the written consent of the owner of the soil 
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26. POLLUTION. In developing this area, Lessee shall use the highest degree of care and all proper safeguards to prevent pollulion Without 
limiting the foregoing, pollution of coastal wetlands, natural waterways nvers and impounded water shall be prevented by the use of containment 
faciht1es sufficient to prevent spillage, ~eepage or ground water contam,nalton In the event of pollution, Lessee shall use all means at ,ts disposal to 
recapture all escaped hydrocarbons or other pollutant and shall be responsible for all damage to public and private properties Lessee shall build and 
maintain fences around rts slush, sump, and drainage pits and tank battones so as to protect livestock against loss, damage or injury, and upon 
completion or abandonment of any well or wells, Lessee shall fill and level all slush pits and cellars and completely clean up the dnlllng site of all rubbish 
thereon Lessee shall, while conducting operations on the leased premises keep said premises free of all rubbish cans. bottles paper cups or garbage, 
and upon completion of operations shall restore the surface of the land to as near its original condition and contou~ as Is practicable Tanks and 
equipment will be kept painted and presentable 

26. REMOVAL OF EQUIPMENT. Subject to hmltallons m this paragraph, Lessee shall have the right to remove machinery and fixtures placed 
• ..by Lessee on the leased premises mclud1ng the right to draw and remove casing, within one hundred twenty (120) days after the expiration or the V 
: • : t rmlnation of this lease unless the owner or the soil grants Lessee an extension of this 120-day penod However, Lessee may not remove cas~fm Q 

ny well capable of producmg 011 and gas in paying quantrt1es Addrt,onally Lessee may not draw and remove casing unlll after thirty (30) dayl wntten 
•: • ••ao11ce to the Commissioner or the General Land Office and to the owner or the soil The owner of the soil shall become the owner of any mat:Pilllefy. L 

fixtures, or casing which are not timely removed by Lessee under the terms of this paragraph • • • 

: • • • • 27 (A) ASSIGNMENTS. Under the cond1Uons contained in this paragraph and Paragraph 29 of thas lease the nghts and estates of either 
• • • • 11arty to this lease may be assigned, m whole or m part, and the prov1s1ons of this lease shall extend to and be binding upon their heirs, dev1sees. legal 

• •. •. • presentat1ves. successors and assigns However a change or d1v1sion 1n ownership of the land rentals or royalties will not enlarge the obhg§t1~qf 1 
• essee, d1mm1sh the nghts, pnv1leges and estates of Lessee 1mpa1r the effectiveness of any payment made by Lessee or impair the effect1veneSS'~y 1 

• act performed by Lessee And no change or d1v1s1on in ownership of the land rentals. or royalties shall bind Lessee for any purpose unt1l th1rty (30) ctays 
• •• •• :Siter the owner of the soil (or his heirs, dev1sees. legal representattves or assigns) furnishes the Lessee with satisfactory wntten evidence of thtt¥'l~rs.e 3 

• 1 ownership, including the ong1nal recorded mun1ments of title (or a certrfied copy of such ong1nal) when the ownership changed becattSe or a B 
conveyance A total or partial assignment of this lease shall to the extent of the interest assigned relieve and discharge Lessee of all subs9:l•H t 
obligations under this lease If this lease 1s assigned 1n its entirety as to only part of the acreage, the right and option to pay rentals shall be appcno,ned 
as between the several owners ratably according to the area of each, and failure by one or more of them to pay his share of the rental shall not affect 
this lease on the part of the land upon which pro rate rentals are timely paid or tendered; however 1f the assignor or assignee does not file a certified 
copy of such assignment In the General Land Office before the next rental paying date the entire lease shall terminate for failure to pay the entire rental 
due under Paragraph 3 Every assignee shall succeed to all nghts and be subject to all obligations. hab1ht1es and penalties owed to the State by the 
original lessee or any pnor assignee of the lease, 1nclud1ng any liab1l1t1es to the State for unpaid royalttes 

p 
(B) ASSIGNMENT LIMITATION. Notw1thstand1ng any prov1s1on m Paragraph 27(a), ,f the owner of the soil acquires this lease in whole or 1n 

part by assignment without the prior written approval of the CommLSs1oner of the General Land Office this lease 1s void as of the lime of assignment and G 
the agency power of the owner may be forfeited by the Comm,ss,oner An assignment will be treated as 1f 11 were made to the owner of the soil 1f the 
assignee 1s 

(1) a nominee of the owner of the soil 
(2) a corporation or subs1d1ary in which the owner of the soil 1s a principal stockholder or 1s an employee of such a corporation or subs1d1ary 
(3) a partnership in which the owner of the soll 1s 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 1s the owner of the soil, 
(6) a fiduciary for the owner of the soil, including but not limited to a guardian, trustee, executor administrator receiver, or conservator for the 
owner of the soil, or 
(7) a family member of the owner of the soll or related to the owner of the soll by marriage, blood, or adoption 

28. RELEASES. Under the conditions contained in this paragraph and Paragraph 29, Lessee may at any lime execute and deliver to the 
owner of the soil and place of record a release or releases covering any portion or portions of the leased premises and thereby surrender this lease as 
to such portion or portions, and be relieved of all subsequent obhgations as to acreage surrendered If any part of this lease 1s property 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 
1mmed1alely pnor to such surrender, however such release will not relieve Lessee of any hab1hties which may have accrued under thlS lease pnor to the 
surrender of such acreage 

29. FILING OF ASSIGNMENTS AND RELEASES. If all or any part of this lease 1s assigned or released such assignment or release must be 
recorded In the county where the land 1s situated and the recorded instrument or a copy of the recorded instrument certified by the County Clerk of the 
county m which the instrument 1s recorded must be filed m the General Land Office within 90 days of the last execution date accompanied by the 
prescnbed filing fee If any such assignment is not so filed. the rights acquired under this lease shall be subject to forfeiture at the option of the 
Comm1ss1oner of the General Land Office 

30. DISCLOSURE CLAUSE. All prov1s1ons pertaining to the lease of the above-<lescnbed land have been included 1n thLS instrument, 
mcludmg the statement of the true consideration to be paid for the execution of th,s 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 lease invalid 

31 . FIDUCIARY DUTY. The owner of the soil owes the State a fiduCJary duty and must fully disclose any facts affecting the States interest in 
the leased premises When the interests of the owner of the soil conflict with those of the State the owner or the soil 1s obligated to put the State's 
interests before his personal Interests 

32. FORFEITURE. If Lessee shall fail or refuse to make the payment or any sum w1th1n thirty days after 11 becomes due, or rf Lessee or an 
authorized agent should knowingly make any false return or false report concerning production or drilling. or ,f Lessee shall fail or refuse to dnll any 
offset well or wells 1n good faith as required by law and the rules and regulations adopted by the Comm1ss1oner of the General Land Office, or 1r 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 Comm1ss1on or rf Lessee should refuse the proper authority access to the records pertaining to operations or If Lessee or 
an authonzed agent should knowingly fail or refuse to give correct mformalion to the proper authority, or knowingly fall or refuse to furnish the Gen.iral 
Land Office a correct log of any well or ,f Lessee shall knowingly violate any of the matenal provisions of lhts lease, or If this lease IS as51gnll!d and the 
assignment is not filed in the General Land Office as required by law. the rights acquired under thts lease shall be subject to forfeiture by the .n 
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Comm1ss1oner, and he shall forfeit same when sufflc1ently informed or the facts which authorize a forfeiture . and when forfeited the area shall again be 
sub1ect to lease under the terms of the Rehnqu1shment Act However. nothing herein shall be construed as warving the automatic term1nat1on of this 
lease by operation of law or by reason or any special hmrtatron ansing hereunder Forfeitures may be set aside and this lease and all nghts thereunder 
reinstated before the rights or another Intervene upon satisfactory evidence to the Comm1ss1oner of the General Land Office of future compliance with 
the prov1s1ons of the law and or this lease and the rules and regulations that may be adopted relative hereto 

33. LIEN. In accordance with Texas Natural Resources Code 52 136. the State shall have a first lien upon all 011 and gas produced from the 
area covered by this lease to secure payment of all unpaid royalty and other sums of money that may become due under this lease By acceptance of 
this lease, Lessee grants the State, in add1t1on to the lien provided by Texas Natural Resources Code 52 136 and any other applicable statutory hen. an 
express contractual lien on and security interest 1n all leased minerals in and extracted from the leased premises, all proceeds which may accrue lo 
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 

• • Jeased premises used ,n connection with the production or processing of such leased minerals 1n order to secure the payment or all royalties ir other 
: • : ounts due or to become due under this lease and to secure payment or any damages or loss that Owner of the Soil may suffer by reason of LH,ee?> 

each or any covenant or cond1t1on of this lease whether express or implied. This hen and security interest may be foreclosed with or without court 
•: • ~ oceedings 1n the manner provided ,n the Title 1 Chap 9 of the Texas Business and Commerce Code Lessee agrees that the Comm1ss1or:e"roma) 

• require Lessee to execute and record such instruments as may be reasonably necessary to acknowledge attach or perfect this lien. Lessee
0

here6y 
• • Jepresents that there are no pnor or superior hens arising from and relahng to Lessee·s act1v1t1es upon the above-described property or from Less~e·s 
•.:. u1s11ion of this lease Should the Commissioner at any time determine that this representahon 1s not true then the Comm1ss1oner may declare this 

I ase forfeited as provided herein 
•••••• • . . . . . 

• 34. POOLING. Lessee is hereby granted the right to pool or unitize the royalty interest of the owner of the soil under this lease with an1 t>Mer 
I asehold or mineral interest for the exploration development and produchon of 011 or gas or either or them upon the same terms as shall be apprcf,1ed 

• • • • the School Land Board and the Comm1ss1oner of the General Land Offtee for the pooling or unitizing of the interest of the State under 11'¢\ ~" 
• "pursuant to Texas Natural Resources Code 52 151-52 154 The owner of the soil agrees that the inclusion or this prov1s1on in this lease sahffies the 

execution requirements stated in Texas Natural Resources Code 52 152 : • • • .... 
35. INDEMNITY. Lessee hereby releases and discharges the State of Texas and the owner of the soil their officers employees, partners. 

agents, contractors, subcontractors. guests, 1nv1tees, and their respective successors and assigns of and from all and any actions and causes of action 
of every nature, or other harm. 1nclud1ng environmental harm for which recovery of damages 1s sought 1nclud1ng but not limited to. all losses and 
expenses which are caused by the act1v1ttes of Lessee. ,ts officers, employees, and agents ansing out of 1nc1dental to or resulting from. the operations 

v 
0 
L 

1 
1 
3 
8 

of or for Lessee on the leased premises hereunder or that may anse 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 om1ss1on of Lessee Further, Lessee hereby agrees to be liable for exonerate indemnify p 
defend and hold harmless the State of Texas and the owner of the soil their officers. employees and agents. their successors or assigns against any 
and all claims hab1hlles losses. damages actions personal in1ury (including death) costs and expenses, or other harm for which recovery of damages G 
1s sought, under any theory 1nclud1ng tort, contract, or strict llab1llty including attorneys' fees and other legal expenses. 1nciud1ng those related to 
environmental hazards. on the leased premises or in any way related to Lessee·s failure to comply with any and all environmental laws those ansing 
from or In any way related to Lessees operations or any other of Lessees actrv1t1es on the leased premises . those arising from Lessee·s use or the 
surface of the leased premises, and those that may anse out of or be occasioned by Lessee's breach of any or the terms or prov1s1ons or this Agreement O 
or any other act or omission of Lessee. Its directors. officers. employees partners, agents, contractors subcontractors guests invitees and their 
respective successors and assigns Each assignee of this Agreement or an Interest therein. agrees to be liable for exonerate. indemnify defend and 4 
hold harmless the State of Texas and the owner of the soil. their off1eers employees and agents in the same manner provided above 1n connection with O 
the act1v1t1es of Lessee, tis officers, employees, and agents as described above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF 
THE INDEMNITY OBLIGATIONS ANOIOR LIABILITIES ASSUMED UNDER THE TERMS OF THIS AGREEMENT SHALL BE WITHOUT LIMITS AND 8 
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, 1nclud1ng soil, surface waters. groundwater sediments. and surface or subsurface strata. ambient air or any 
other environmental medium ,n, on or under the leased premises by any waste pollU1ant, or contaminant Lessee shall not bring or permit to remain on 
the leased premises any asbestos containing materials explosives. toxic materials or substances regulated as hazardous wastes. hazardous materials 
hazardous substances (as the term "Hazardous Substance· 1s defined in the Comprehensrve Environmental Response. Compensation and Llab1hty Act 
(CERCLA), 42 u S C Sections 9601 , et seq ), or toxic substances under any federal, state. or local law or regulallon {"Hazardous Materials") except 
ordinary products commonly used 1n connectton with 011 and gas exploration and development operations and stored 1n the usual manner and quanltt1es 
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, PENALTIES, LIABILITIES, ANO 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 ANO 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 WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS 
PARAGRAPH, UPON LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY 
GOVERNMENTAL AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBLIGATIONS 
OF LESSEE HEREUNDER SHALL SURVIVE THE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF THIS AGREEMENT. 

37. APPLICABLE LAW. This lease 1s issued under the prov1s1ons of Texas Natural Resources Code 52.171 through 52 190. commonly 
known as the Relinquishment Act and other applicable statutes and amendments thereto. and 1f any prov1s1on in this lease does not conform to these 
statutes the statutes will prevail over any nonconforming lease prov1s1ons 



3S. EXECUTION. This 011 and gas lease must be signed and acknowledged by the Lessee before 1t 1s filed of record 1n the county records and 
In the General Land Office of the Slate of Texas Once the filing requirements found in Paragraph 39 of this lease have been satisfied. the effective date 
of this lease shall be the date found on.Page 1 

39. LEASE FILING. Pursuant to Chapter 9 of the Texas Business and Commerce Code, this lease must be flied of record in the office of the 
County Clerk In any county In which all or any part of the leased premises 1s located, and certified copies thereof must be filed 1n the General Land 
Office This lease Is not effective until a certified copy of this lease {which ,s made and certified by the County Clerk from his records) 1s filed in the 
General Land Office In accordance with Texas Natural Resources Code 52 163 Add1t1onally, this lease shall not be binding upon the State unless It 
recites the actual and true consideration paid or promised for execution of this lease The bonus due the State and the prescnbed filing fee shall 
accompany such certified copy to the General Land Office 

. . . 40. RENTALS. *,.. THIS IS A PAID-U P OIL AND GAS LEASE. 
:.: I . ...... . . 
••• . . . .... . 
•••••• . . 

• 
••• . . . 

ERETO FOR ADDITIONAL PROVISIONS 

By 
• • • 

Title __,,,c_i_-.w.,,-,c.._.1..,...:..;=-'-",:.u""'"-'-------­

Date --'-"...,_.-=--1-..,_-1----------

STATE OF TEXAS 

lndrvrdually and agent for the State of Texas lnd1v1dually and as agent for the State of Texas 

By Donald H Judson (printed name) By (printed name) 

Title ------------

Date ------------

STATE OF TEXAS STATE OF TEXAS 

Individually and as agent for the State of Texas lnd1v1dually and as agent for the State of Texas 

By (pnnted name) By (pnnted name) 

Tille ------------ Trtle ------------

Date ------------ Date ------------

• . ...... . .. . 
• • • • 

• 

• •• • • .... 
• • • ••••• • 

•••• • .... 
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STATEOF~J.EXA......_.S.._ ___ __ _ (CORPORATION ACKNOWLEDGMENT) 

COUNTY OF ...,Mu..lD...,l.A"-"-'N""O ____ _ 

BEFORE ME, the undersigned authority, on this day personally appeared .._p~o.una..,l,..d..1.H.i.....itJ,._udltls..,,own'------- ----------­

known to me to be the person whose name ,s subscnbed to the foregoing instruments as Vice President of JUDSON DEVELOPMENT CORPORATION . 

a Texas Coroorat1on • General Partner of JUDSON OPERATIONS. LTD. a Texas Umrted Partnership. and acknowledged to me that he executed the 

same for the purposes and consideration therein expressed. 1n the capacity stated and as the act and 

• •• ·~l'df.l 
: • : I Given under my hand and seal of office this the _(J_ .• r_. day of September 2014 • • ...... 

• • ...... • 
• • --~~~~;·¥;~;,,,., LAURA NAVARRO 

• .. 
• 

• •• • • .... r f~;;t\ Notary Public. State of Texas 
\{~ ·:N Mv Commission Expire:, 
"'•,tf,t,:~~~-·'' January 11 , 2015 . • •• 

(CORPORATION ACKNOWLEDGMENT) • .: •• • ·: .. . • ATE o F - I e:~et.S 
• .. 

• UNTY OF 8,e.'f:4 ( 
• • BEFORE ME, the undersigned authority, on this day personally appeared _ __.O."""'a......,v:....;.,.,.!"-- f"--_r,...,~-+-':;.__--- ~------=-·-·-·-=~· 
known to me to be the person whose name ,s;,ubscnbed to the foregoing instruments as, __ J ... :,1../..Li..,,~"-~-G.,.'--,I-P._..;--'k,...,,...L·..,,J.=.if-.....tt.=+/----------·--·.a: ... :_• • 
of I v L /., G- and acknowledged to me that he 

executed the same for the purpo es and cons1dera ,on therein expressed, 1n the capacity stated. and as the act and deed of said corporation 

Given under my hand and seal of office this the .;.._ [ 

&KAREN S GONZALES 
NOTARY PUBLIC 

Stale ol T exu 
Ccmm. up 02124/2018 

STATE OF 3'<.><.c. "=> 

COUNTY OF bE!.XO< 

day of Vau G ,r,J, ( 20j_J_ 

~~ -b .~ 
Notary Pubhc in and for _:S_ .J....:~""--=°'":::..::..~=---------

(INDIVIDUAL ACKNOWLEDGMENT) 

BEFORE ME, the undersigned authority, on this day personally appeared __________ ______ ______ _ 

known to me to be the persons whose names are subscnbed to the foregoing instrument and acknowledged to me that they executed the same for the 

purposes and cons1derat1on therein expressed 

Given under my hand and seal of office this the ___ day of _________ _ 20 __ 

Notary Public ,n and for------ - - ------

STATE OF _ _ ______ _ (INDIVIDUAL ACKNOWLEDGMENT) 

COUNTY OF _______ _ 

BEFORE ME. the undersigned authority, on this day personally appeared ______________________ _ 

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

purposes and consideration therein expressed 

Given under my hand and seal of office this the ___ day of _________ _ 20 __ 
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ADDENDUM 1 

,Attached to and made a Part of 011 and Gas Lease dated September 26. 2014, 
From the Slate of Texas, acting by and through its agent, Judson Operations Ltd 

as the Owner of the Soil. to Silverback Exploration. LLC. as Lessee 

The printed lease form to which this addendum 1s attached contains pnnted Paragraphs 1 through 40 The prov1s1ons set forth below, including 
Paragraphs 41 through 50, are made a part of the pnnted lease form, as though originally contained therein In the event of a conflict between any of the 
prov1s1ons of Paragraphs 1 through 40 and any of the prov1s1ons contained in this addendum, the conflicting prov1s1on of this addendum shall prevail 
The term "this lease." whether appeanng in the printed lease form or this addendum . shall mean the agreement contained in the printed lease form, as 
amended, supplemented and superseded by this addendum v 

: •••I 41 . The term • Actual Dnlling" will be defined as having a ng on location (and dnlling operations underway) that 1s capable of drillinO .t.g .tOe Q 
• • • rm1tted total depth, which must be within a formation reasonably believed to contain commercially recoverable deposits of 011 and/or gas ...... . .. 

• • 42. After the expiration of the primary term and/ or the extended term. whichever 1s later. this 011. Gas and Mineral Lease shall be ~si!lle~ 
• to be a separate lease as to each separate production unit 

••• • • • •••• 

L 

43. No water may be used without the wntten consent of the owner of the soil. which may be denied for any reason 

.•... : . . . 1 
• • 44. Unless otherwise agreed by the owner of the soil, acting as agent on behalf of the State of Texas, in writing and in advance, Les~~ 1 

• be prohibited from disposing of salt water on the leased premises Disposal of any such salt water or the removal of salt water from the leased prem.ses 
• • i hall be accomplished In strict compliance with the rules and regulations of the RRC and any other governmental agency having junsdicllon lher~of • 3 

• • • • ••••• • .• • 8 
45. Upon wntten request Lessee shall furnish the owner of the soil with copies of the following related lo wells operated by Lessee on the 

Land or lands pooled therewith : • • • 
• ••• 

(A) Plats or maps showing the location of the well and all forms filed with the appropriate state governmental authonty 
(B) Copies of monthly production reports 
(C) Daily dnll1ng and completion reports, and mud log rf a mud log 1s run in such well 
(D) The details of any drillslem tests taken in said well and the final results of any core analyses which are run on cores taken 

while drilling said well , 
(E) Copies of all testing reports and logs run In such well P 
(F) Lessee shall provide the Owner of the soil with a complete copy of any and all Title Opinions prepared before and after a G 

well 1s drilled on the above-described lands 

46. All said information will be furnished ,n a timely manner to the Owner of the Soil at the above address or e-mail 
(edmar_79701@yahoo com) Contact information is subject to change 

47. The owner of the soil makes no warranty of lltle lo the leased premises, either express or implied 
0 
4 

48. As an add1t1onal cash bonus due and payable as and when drilling operations. construction pipeline installation and other surface 1 
operations are conducted, any operations conducted on the surface of the premises.related to this lease. shall be subJect to payment by Lessee for all of 
the types of operations and in the payment amounts and terms as set out in the then current University of Texas System Rate and Damage Schedule 1 
promulgated by Un1vers1ty Lands Surface and Mineral Interests. and/or by the Board of Regents of the University of Texas System, applicable to 011 and 
gas operations on lands owned by the State of Texas and sub1ect to lease by the Board for Lease of University Lands Such payments shall be made 
1/2 directly to the owner of the soil and a like amount paid or tendered to the Commissioner of the General Land Office of the Stale of Texas, at Austin, 
Texas 

49. The prov1s1ons of this lease shall inure to the benefit of and be binding upon the owner of the soil, the State of Texas. and Lessee, and 
their respective heirs. successors. assigns representatives, directors. principals. agents employees. contractors and subcontractors 

50. In the event this lease ts perpetuated beyond the primary term by production or drilling or reworking operations. this lease shall remain in 
full force and effect as to all of the lands covered by this lease 1f on or before One Hundred Eighty (180) days after the primary term, lessee commences 
a continuous development drilling program on the leased premises 1n accordance with the following and thereafter diligently continues and prosecutes 
such continuous dnlhng operations on the leased premises with no cessation of more than One Hundred Eighty (180) days between the completion of 
any one well and the commencement of the actual drilling of the next succeeding oll and/or gas well At and after the expiration of the primary term, 
failure to timely commence or prosecute the continuous development program provided hereinabove shall terminate this lease as to all of the above 
described premises, SAVE and EXCEPT as to each "production unit" as hereinafter defined A production unit for a vertical well shall be (i) the 
maximum number of acres required by the Railroad Comm1ss1on of Texas for a proration unit under then existing special field rules or (ii) 1f there are no 
special field rules 40 acres around each vertical 011 well and 160 acres around each vertical gas well then producing or capable of producing 011 and/or 
gas In paying quanlllles In the event of a horizontal well, Lessee may allocate acreage to each production unit that amount of acreage as allowed by 
Rule 86 of the Railroad Commission of Texas Notwithstanding the foregoing , the production unit for a vertical 011 or gas well shall not exceed 160 acres, 
and for a horizontal oil or gas well shall not exceed 320 acres Each production unit retained by Lessee shall be limited to those depths from the surface 
of the ground to 100' below the base of the deepest perforations from which production of 011 or gas in paying quantities 1s being maintained (or. in the 
case of a shut-In gas well, can be maintained) in the well on such production unit and all other deeper depths shall be released 

The term "completion." as used herein, shall mean the earlier of the date of complelton shown on the Railroad Comm1ss1on ln1t1al Potential Form W-2 or 
60 days from the date of release of the drilling ng Upon term1nat1on of this lease as to any portion of the leased premises Lessee shall deliver to Owner 
of the soil a plat showing the designated production units around each well and a partial release complying with the requirements of this paragraph, 
suitable for recording 
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• • •••• • • • 

. .. 
• • • .... . 

• •••••• . . 
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•• • • • . .. 
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.. 

SIGNED FOR IDENTIFICATION 

Title --1.J,...1...;::.::;:=--.!:...t..-==-.:=~J.__- ----

Date _.....:....:_,_:::l....,j._,_-'-_______ _ 

ST ATE OF TEXAS 

• • ...... 
• 
•• • • • • .. 

• 

. .. 
• • •••• 

• 
• • •••••• • 

•••• • •••• 
JUDSO i? L'. NS, LTD. 

lndrvldually ttPd as agent for the State or Texas 

By Donald H Judson (printed name) 

:t:I: Vtce Prerr~ 3D-) ~ 

Inst No. 15-00484 
DIANNE 0. FLOREZ 
COUNTY CLERK 

2015 J n 16 at 10:41 A M 

lnd1vtdually and as agent for the State or Texas 

By (printed name) 

Tttle ----------

Date ----------

After Recording please return to 
E & G Energy, Inc 

EV TEXAS 4925 Greenville Ave, Ste 825 
Dallas, Texas 75206 ~~~~~u.+~~....,.. EPUTY 
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TEXA~ LN LRAL LAND I r I CC 
(,LOIU,L P [\lJ', II l.UMMl'l', l l)NI R 

June 17. 2015 

Da, id I l)e 

~i lH:rback hploratton. I I C 
1826 onh I oop 160 I \'1 1.!'>l. ~uitc 325 
~an 11101110. IX 78248 

Re · .' tal c L a.,e 1 F 11 7344 

Dear 11 11")1.!: 

I our R \I ka'>C'> co,l.!nng 100 ai.. .. \1.!i.. 
"442. Hlk '19, P\I \llr\C). Rcc,e ... ( o. I\ 

I he ccrtifil.!d copil.!'> or the Relinqu i-;hmcn1 /\ct lca..,es co, cring the n.:lcrenccd tract ha, c been apprm cd and 
filed in our record., under lincrnl I lie number; U'i 'iet out on Page 2. Please refer to these numb n. "h n 
m n 1-i 11g pa) men ts to I he • ' ta tc and in all future corrc pondcnce concern ing I he lca,e.,. Fai lu re to 
include the min ra l fil e number<. 111:1) del:t) procc..,,i ng of:t n) pa) mcnt, IO\\:tnh the lea,c.,. 

I here arc ,c, cral con1ractual and ... 1a1utOI) rc ... po1Nbil111c ... !or lhl.! I e.,-,el.! "h 1ch are material pro, ,.,,on., of the 
lease a-; outlinl.!d in the agreement ... uch n.., ~cct1on I 0( 13) "hich requires subm1s ... 1on or" ntten no11cc for all 
drill111g. productton and relate<l ac11, itil.!s \\ hen forms arc lilcd \\ 1th the I e,as Railniad (. ommi'>"10n. the) 
arc required to be submiw.:d to the (Jeneial l .mc.J Ollicc u ... ,,ell I ,ample-, arc \,\ -1. ppl1ea11on to Drill: \\ -
2. Oil \,\ ell Comple11on Report and I og. (J- 1. (Jas 'vv ell (. 0111plc11on Report anc.l I og. \\ -1. Plug).!.1ng Report: 
C,-5, (,a., \\ di ( la-;<,1licn11on Report. (J-1 O. (Ja., Well \w1u -. Rep011. \\ -1 O. Oil \\ ell \tat us Report. \\ -12. 
Inclination Report: electric log'>. d1rec1ional ',llJ"\C)'> 

'haptcr 52 of the I e,a., atural Resourcc-; lode-. specific-. that the -.urface O\\ ner\ nght 10 reccl\l.! a portion 
of the re, cnues generated b) the lea-.c .,hall be 111 lieu of all damages 10 the .,otl I hcn.:fore. an) pa) mcnh 
ma<le for surface use or damage-; other than the au1hori1cd damage-. set out 111 the lca-,e lorn, 111U'>I be 'iharcd 
equally with the state. 

Your re111i11anccs arc set out on Page :2 and ha,·e been applied to the \taic·., portion of thl.! ca.,h bum,., In 
addition, ,,c urc in receipt of) our procc.,-,ing and Ii ling foe-, 

~inccrcl) ) our-. 

Deborah A. la111u 
M incral l ca-;111g, I ncrg) Rc-.ourcc-. 
(51 :!) 305-8598 
dcbora h .cant ll.Q.!!..I O. tc,a -..gm 

1700 '\orth t ongrcss ,\, ,:nu,:, \ust111, I.:,.,, 71!701-1 ll)'i 
I' Cl Bo, I '.!!!71, Au,tin. I ,:'\l1, 7!!7 I 1-2!!7l 

'i I '.!-·lh l - 500 I glo.10:,.1,.gu, 



State Lease No. Lessor as agent for State of TX Dated Recorded Vol!Page nonus A'mount 

MFI 17344A LAJ Corporation 08122/14 V.1138.P.413 $51.041.67 

MFI 17344[) Sigmar, Inc. 09/22/14 V. 1138. P. 424 $51.041.67 

~ffl 17344C Dlake Oil & Gas Corporation 08/15/14 V.1138.P.391 $43.750.00 

MFI 173440 Judson Operations, Ltd. 09/26/14 V. 1138. P. 402 $29.166.67 



?. 
File No. t1 [ f / 7 3 LJ :/ 

f!Yl(JA LeJter' ~-. 

Date Filed, (o- f ]- f <:,, 
By George~ Commissfoner 



17-12204 
FJLEO FOR RECORD 

REEVES COUNTI, TEXAS 
Jul 21, 2017 at 11:32:00AM 

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 

§ 
§ 
§ 

Thi s Release of Oil and Gas Leases (this 'Release") is made effective as of June 29, 20 17 (the 
"Effective Date") by J\.tlantic Resources II Interests LLC ("Lessee"), whose address is 600 N . 
Mruienfe ld, Ste . 1000, M idland, Texas 7970 1 to the tate of Texas, acting by and tlu·ough its 
agent, Blake Oi l & Gas Corporation (collectively, "Lessors"), whose addresses can be fo und in 
the leases referenced below. 

NOTICE IS HEREBY TAKEN OF THE FOLLOWING: 

1. WHEREAS, Lessee is the current owner of record of the fo llowing Oil and Gas Leases 
(the "Leases") covering those lands descri bed below (the "Lands"): 

a. Oil and Gas Lease dated August 15, 20 14, between the tate or Texas, acting by and 
through its agent, B lake Oi l & Gas Corpo ration, as Lessor, and Silverback 
Exploration, LLC, as Lessee, recorded in Vo lume 11 38, Page 39 1 of Lhe Official 
Public Records of Reeves County, Texas, covering the East l 00 acres of the SE/4 of 
ection 1, B lock 59, PSL Survey, Reeves County, Texas, containing 100.00 acres, 

more or less; 

b. Oil and Gas Lease dated August 15, 2014, between the State of Texas, acti ng by and 
through its agent, Blake Oil & Gas Corporation, as Lessor, and S ilverback 
Exploration, LLC, as Lessee, recorded in Volume l 138, Page 435 of the Official 
Public R ecords of Reeves County, Texas, covering E/2NE/4 of ection 12 Block 59, 
PSL Survey, Reeves County, Texas, containing 80.00 acres, more or less. 

2. WHEREAS, Lessee des ires to release of record a ll right, title, and inte rest in the Leases as to a ll 

depths. 

3. WHEREAS, Lessor and Lessee have executed, and will be filing of record after thi s 
instrument, two (2) new oil and gas leases effecti ve as of June 30, 20 17 (the "New 
Leases"), covering the Lands. This Re lease is not intended to re lease and shall not be 
construed to re lease any interest in the New Leases. 

NOW THEREFORE, for Ten Dollars ($ 10.00) and other good ru1d va luab le considerati on, the 
receipt and suffic iency of which is hereby acknowledged, Lessee does he reby re linqu ish, release, 

1 

True & Correct Copy of a 
document on file at 
Reeves County Texas, 
Diaw.e 0. Florez, County Clerk 

Page \ of P'l 
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and surrender, to the present owners of the mi nera l estate, all of Lessee's right, title and interest 
in and to the Leases. 

This Release is not intended to release and does not release any interest in the ew Leases. 

This Release is signed by Lessee as of the dale of the acknowledgment below, but is effective 
for all purposes as of the E ffecti ve Date. 

STATE OF TEXAS 

COUNTY OF MIDLA D 

LESSEE: 

ATLANTIC RESOURCES II INTERESTS LLC 

~ By: . 
R.A. Jennings,CiefExfficet· 

§ 
§ 
§ 

The foregoing instrument was acknowledged before me this 1..J:h-day of Jul y, 20 17, by R.A. 
Jennings, as C hief Executi ve Officer of Atlanti c Resources II Interests LLC, on beha lf of sa id 
company. 

,,,,1111,,,, JEROD R. PADGETT 
,, .,..il,.Y Pt.Je"'' 

~o'.*····· .. ,:,~ Notary Publ ic. State of Texas 
:: <!: ·, <' :: 
~0\ /~§ comm. Expires 03-01-2021 
~,;;fof\t,.:- Nota ry ID 131026209 

'''"''' Notary Publi in and for Lhe 
My Commiss on expires: 03- 01 -

nst No. 17-12204 
DIANNE 0 . FLOREZ 
COU?ic1TI ClERI\ 

2017 Jul 21 at 11 :32 AM 
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C t ncra l La nd O ffi ce 
1(clin<1uiJhmcn1 Acl Luse l·'o rm 
llcvin <l 7116 

~u.stin, m:exa.s 

OI LAN D CA 1, EA E 
NO. 

17-12205 

13 

11 IIS OIL A D GAS LEASE 15 made and entered into to be clTcctivc 1hc 30"" day of !!!.M.lQlL (!he "elTcclive do1e"), by Md be!'>ccn the S1a1e of·1 c.,u, 

ac,ing by and through its agcnt, lllnkc Oil & Gos Corponuion 

whose nddrcss is: 400 N ~l?jn S1 M,dlond Texos 79701, 

said agcnr herein referred 10 as the owner of the soil (whc1hcr one or more) ('"owner of 1he soil"), and Atlantic Resources II huer~ts LLC 

"hose address is PO Bo< 3759 Midland Texas 79702 
(" l,cssee"), 

I. GRANTING CLA U E; ll E t:: llVATION: BONUS. For good and valuable cons,dcration. the receipt and suffic,ency ofwh1ch are hereby acknowledged. Md 1he 
covenants contained herein, 1hc S1a1c ofTcxa.s, ac1ing by and through the owner of 1hc soil, hereby demises, grants, leases and lcu unto Lessee the non-exclusive right to 
c,cplorc for, and the exclusive right 10 produce and take. Oil and/or Gu from the Leased l'rcm,scs (defined below) on 1he terms and condi1ion.s scl ou1 m this lease Lessee's 
right hereunder to explore for Oil and Gu rrom the Leased Prcnuscs is non-C..'<clusivc The Tcx115 General Land Office: (the "01..0") C'<prcssly rcu,ins 1tnd reserves the 
concurrcm rigJ11 to grant third pnrtics (i) seismic, geophysical nnd gcologicnl pem1its, nnd 10 cnrcr.i1110 01her agreements w11h 1hird panics, which pennilS or ay,rcements 
shnl111llow such third pnnies 10 conduct geophysical, geological. or seismic surveys on, over, under, through, and across 1he land covered herein during the u~rm or this 
lease, and which seismic, geophysical, or geological surveys shall 001 unreasonably interfere wtth Lessee's drilling or production activi ties on the Premises, and (ii) 
ingress and egress and use of the Leased Premises by the GLO and ils lessee! and pcrmiuecs 10 explore ror and produce mmcral.s that arc not covered. or that migh1 not 
be covered m the future, under the tenns of this lea.sc, but that might be loca1cd within the surface boundaries of the Leased Premises All of 1he rights 1n and 10 the 
Leased Premises retained by the GLO and all or the rights in and to the Leased Premises granted to Lessee herein shaJI be exercised in such a manner tha1 neither shall 
unduly interfere with the opcrauons or the other This lease 1s made and entered into subject to any existing nghts of "''IY, cuemcnts, geophysical or scochcmical 
C.'(pforauon pcm1it5 

The bo11us considcra1ion paid for 1his lca5e is as follows 

To the Stale of Texas· Onellundred Twclve ll1ousand Five llunrlred D llnrs & 00/100 
Dollars (SI 12 SOO 00 ) 

To 1he owner of1he soil One Hundred Twelve Thousand Five Hundred Dollars & OQ.1100 
Dollars (S 112 SOO 00._"-----' 

To1al bonus consideration Two Hundred Twcniy-Five Thousand Dollar, & OQ.1100 
Dollars (S22S 000 00 l 

The total bonus cons1dcrnuon paid represents a bonus of Nine ·1 h 1,and Dollars & 00/100 
acre. on 25 00 nc1 acres 

dollars ($9,000 00 _ _.) per 

2. TEil I. This lease shall be for a 1crm ofTim:e (3) years commencing on the effccuve daie (1he "primary term"), and BS long 1hcrcaller BS O,I or Gas" produced in 
paying quan1itics from the following" l..cased r rcmiscs" (herein so called). 10-wit 

The EaSJ 100 00 acres of !he SE/4 of Sccuon I, Block S9. Public School Land Survey, A-S442, Reeves County, Tc.us 

J . DELAY RENT A LS. If no well 1s commenced on 1hc Lca.st.-d Premises on or before oue ( 1) year from the cffecuvc dtuc, 1h11 lease shall 1ermina1c, unless on or 
before such anniversary dnic Lcs.,ec sholl pay 10 the owner of the soil or 10 his credit in the TII IS IS A PAI I} UP I.EASF. Bank, 
Rt or 11s successors (which shall coruinue as the dcposnOI)' regardless of changes 1n 1hc ownership or said lllnd). the amount specified be.low. in add11ion, Lc.ssce shall pay 
10 1he COMMISSIONER OF THE GENERAL LAND OFFICE OFTIIE STATE OF TEXAS, AT AUSTIN, TEXAS, n like sum on or before said date Payments under 
Lh,s paragraph shall operate u a rcn1al and shall cover the pnvllege or deferring the commencement of a well for one (I) year from said date Paymcnu under this 
paragrnph shall be in the following amounlS 

lo the owner of the soil 

To Jlte Stale of Texas 

To1nl Deloy Reniol 

Dollars (S __) 

Doll ors (S ____ _, 

Dollors (S __J 

In a like manner and upon like paymcn1s annually. the commencement of a well may be fur1hcr deferred for successive pcnocls of one (1) year each dunng the pnmary 
tern, All payments of rental 10 the owner of the soil may be mnde by check of L..csscc or any usignec of this lease, and may be delivered on or before the rental paying 
date lfthc bank designated rn this parag.111ph (or iu successor bank) should cease to C.'<ist, suspend business. liquidate, rail or be succeeded by another bank, or for any 
reason fail or refuse to accep1 rental, Lessee shall not be held in defaull for failure 10 make such pnymenis of ren1al unul thirty (30) days after the owner of 1he soil shall 
deliver to Lessee a proper rccordnblc instrument naming another bank as agent 10 receive such paymcn1s 

4. ROYA LTY: All capi1ahzcd terms used in this lca.sc lhcn arc 1101 defined in this lcosc shall hove 1hc meanings given them in Tule JI. Part I, Chapter 9 of 1hc Tcxns 
Admrnistmtive Code (the ''RulCJ") Upon production of Oil, Oa.5, end/or od1cr products from the Leased Premises, Lessee agrees 10 pay or cause 10 be pnid one-half (1/2) 
of the royalty pro,•ided for in 1hi1 lease 10 1hc GLO. for the use and benefi t of the Staie of Tc'<as. and one-half ( 1/2) of such royally 10 1he owner of the soil. each of the 
following roynllics as applicable 10 the substances octuaJly produced from the Leased Premises nnd/or subsequent procc.ssinH 

(a) OIL: As a royalty on 011, a moneta.ry royalty ofTwrn1, . Fivt: per<'cnt ~ •!.)of the value of the Gross Producuon, unless the CommiS.Jioncr of 1hc General 
Land Office of the S1A1c of Texas (the "CornmtSsione(') or !he owner of 1hc soil, at 1he option of either, elects to receive,,. royalty in land pursuan110 sccnon 
4(1) The value of lhe Gross Producuon shall be calcul11ed at !he porn, the 01! 15 Ready for Sale and Use and w11hou1 deducuon for c.,pcnsc,, as dcscnbed in 
section (4)(k), and determined by the grca1cst of (i) 1he h1ghcs1 pos1ed price. plus premium. if MY, paid orolTered for Oil of a like type Md gmv,ty 1n Jlte general 
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area where p1oduccd and when run, (ii) the highest marlct pncc 1hcrcofpaid or orfcred rn the general area , .. hCJc produced and \\hen run, or (m) the gross 
proceeds or1he sale lhcrcor 

(b) 'ON-PRO E: ED GA : As a royalty on any Ison-Processed Gu. a monetary royalty or l'wrr11, -foc p<rccnt ~ 'Yo)orlhc value oflhcGross Producuon, 
unless the Commissioner« the g,.,...ner or the soil, at the option or cu.her, tJccu 10 rccei._c its royalty in bnd pur.Jant 10 IC'CUon 4(1) The value or the Gross 
Producuon shall be calculaied (o) 11 1hc poont 11 whoch the Non-Procrucd Gu os Ready for ale and Use and wilhout deducuon for c.,pen-. u described on 
sccuon (4Xk), (io) on a Dry Gu buu OJ 10 both volume and energy con1cn1 (as described in the section 30 dcfinu,on, below), and (ioi) based on the hogher or 

(A) 1he highest market pncc paJd or offered for Gu of companiblc qual11y on the general area "here produced and when run, or 

(0) the sross price paid or offered 10 the Lessee, provided lhtn the ma..'<imum prcnurc base in mca.sunng the Gu undtr lhi..s lca.se contract shall cquml 
14 6S pounds per square inch 1b,olu1c, and lhe standard bue tcrnpcn,1urc ,hall be smy (60) degree, Fahrcr,hco~ correcuon to be made for pr<..ure accordong 10 
BO)'lc'• Law, and for specific gnovity accordong 10 a tCS\ made by chromatographic analysos or lhc Balanc" Mclhod 

Provided, ho"'evcr, that ,r Non-Proc.cssed Gas 1s sold 10 • parcn~ subsidiary or affiliate or Le.sscc, then the royalry due hereunder shall be based on the ,,aluc 
or lite Gu 11 tlllttr 'on-Processed Gn or Processed Gu, 11 Ille case may bt, 1n lhc finl sale to 11hird pany in an agrecrnont ncgouaicd at anns' leng1h 

(c) PROC•:SSEJJ GAS: 1\s a royalty on any Processed Ga.s, Lessee agrees 10 pay a monc10.ry royalty ofTwtn1v-Fh t uercc111 <.!L.11/•)of die value of 1hc Residue 
Gas and 1he NOLs extracted, unle55 the Commissioner or the owner of 1he soi l, at 1he option of either, elects 10 rcc:c1vc 11s royalty in kind pursu11n1 to sccuon 4(1) 
The value of the Groll Produc11on •h•II be calcula1ed at the point lhc RC5idue Gas and/or the r-GLs, re5pccovely, arc Roady for Salo and Use All <O)'altic, due 
hereon mall be on 100% or lhe volume of lhe Gu produced f,orn the Leased Premise, (calculated on a Ory Ga, ba,u as to both volume and ••Cf'!IY content, u 
described i111he scc1ion 30 dcliniuons bdow) u measured or a1tnbu1cd at the inlet of the Processing Plant The royalty due from Lessee hcrcundct shall be bued 
on the grc;ncr value of 

(I) 1hc sum of lhe valu05 of (A) 100'1, or lhc RC51duc Gu MMBw, attnbutable to lhe Gas dct<rmoned 11 lhc plant recovery cfficocncy applocable 10 
each NGL component, plu, (B) the net value of the NG Ls aner dcduc1ion of all applicable Gas procc,,ing fee, and/or lhe value of the NGLs 111hc applicable 
liquidJ pc:rccnl of procttds accruing 10 the Processing Plant, or 

(2) 1hc sum or1he value, or(A) I~, or the avaolnble Rc,odue Gos MMlltus a<111bu11blc to ~,c Gas, plu, (Ill rhe value of the NGLs 111he aµplocablc 
minimum liquids POI,./., cstabli~hcd hercrn 1n sccuon 4(d), without deduction or rcducuon m the value of the NOi .J by a percent of procet:d5 or any other fees 
or adJustmenti of any type, form, or character, or 

(3) lhe "keep whole" value orlhc Gu as dcscnbcd in sccuon (4Xf) 

For purposes of calculaung 1hc royalty due hereunder, lhc rcspccu,c ,alucs of the Rcsoduc Gu and the !sGLs ,hall be based on lhc grcalcr of 

(I) the highest mnrket p11cc paid or offered in 1he gcncml area for (A) an)' l11pchne-Qu1tli1y RCJidue Gas, and (0) NGLs, BJ ci1hcr Raw M l)c or 
merchantable and marlctablc commercial grades and/or blends of each of the ind1v1dual components. aflcr fracuonauon, or comparable quaJuy 111 the gcncr1I 
area, or 

(2) the (A) ll'°'' pncc paid or offered to Le5,cc for such P1pelonc·Qual11y Residue Gu, and (8) weighted monthly average gross sclhng pncc for lhc 
rc,pccuvc grade, of NGLs. OJ erlher Raw \t i. or merchantable and m11kctable cornmcrc11l grade, and/or blend, of each of lhc 1ndiv1dual components. aftc, 
fradJonauon 

No fee, orc0<1s of •ny ,ind shnll be deduc1ed from lhe value ofGu 1h11 os bypused around a Gu Proccssong Plant and then blended wuh Gu thlt "" processed 
to remove l1quefioble hydrocarbon.sat. or at a potnt down.s1rcam of, the ta1lga1c of the Processing Plant, 1 l 1 "cond111on1ng" The value of Gas b)'passcd around 
a plant 111 wh,ch no liqucfiable hydroca1bons or NGLs are removed from 1hc Gas shall equal 1hat for Non.Processed Oas per section (4}(b) 

Pro,·1dcd, ho\..-e,·cr. chat if GLs arc rccO\lered from Ga.s processed 1n I plant m "'h,ch Losee (or IIJ parent. subsidiary or affiliate) o"ns an sntCJCSl, then the 
POPo1.1pphcable to NGLs ,hall be the grca1er of(x) the applocable POPoo per scctron 4(d), or (y) the highest pcrccn1 accruing to 1 1h1rd pany processing Gu 
through such plant under a proccssing agrccmenl ntiotia1cd at arms' length 

(d) APPLICA BLE: M h'lh\lUM LIQIJIO PERCE T 0 1' PHOCEE:O : (I) The applicable m1rumum loquids percent of proceed, ("POPoo") of the 1oul 
available loqu1d hydrocarbon conlent volume for all NGLs, c,up1 e1hanc, shall, rcgardles, or the natural Gu loqu1ds recovery process or Ga, proccs,ong 
agrccmcn1 1erms and/or cond,uons. be equal to 1hc foUow111g 

(A) 70'1. for GH wtth a heating conlcnt or DI U value equal 10 or grca1cr lhan 1100 BTU/SCF, 
(B) 60'', for Gas wnh a hc>bng con1en1 or BTU value equal to or greater lhan 1070 BTUISCF but lcu lhan 1100 IJTU/SCI , and 
(C) SO'I. for Gu wtth a heaung content or IJTU value less than 1070 llTU/Sn 

(2) The a, a,Jable hqutd hydrocartion volume. on galloos, of each lsGL cornponcn1 wed to caleul11e the •·alue of 1hc NG Ls 11 the apphcable POP"• 
shall equal the product of(A) lhe Proccssing 1'11n1 inlet Ga, volume, 1n M CF, on a Dry Gu basts, umcs (BJ lhe galloos perMSCF of each component calculated 
per 1he applocable standords, 01 14 6S pound, per squore onch ob50lutc and 60" Fahrenhc1~ accordon11 10 • test made by chroma1ograph1c analysi, of the Gu, 
cxcep1 c1honc, "htrc lite 11tcorc1tcal ga llons or eihanc avoilablc 1n 11te Gos shall be reduced by lhc ProceM1ng l'loni recovery eflic,ency of ethane 1hen be,ng 
specified in proc:cssinK 1grccmen1.s negotiated 111 arm's lcng1h bcrwcen the Le:sscc and 1hc plnnt for each dcd1ca1cd Processing Plant and each Processing Plant 
that may process 1he Gas in a sen cs of plants 

(3) The 1v11l1blc Residue Gu \IMBru amount u,cd rn the calculanon of lhe royal1y value m sccuon 4(c)(2) shall equal lhe product of (A) the 
Procc,s1ng Plant onlct Gu \IMBtu amount Jes, the sum IO'"I MM Btu of shnnkage calculated for the avaJlablc hqwd hydrocaiboo volume m scc,,on 4(dX2) for 
each NGL eornponen~ umcs (8) one (I O) minus thclrucr or(!) the plan, fuel MMBru percentage d,vided by 100'10, or (2) 0 OlS 

(c) OTII ER l'llODUCTS: A, a royalty on carboo black, carbon d,o.,dc. sulphur or any other producti (oncludmg wlllcr) produced (cxccpung 0,1, Ga,, or NGLs, 
addressed scp1ratcly abovc),Less« agrees 10 pay a mone1ary royally of T"·t nly·Fivc nrru 111 US%.) of the value of 1he Gross Producuon of such producu. 
unless 1hc Commissioner of the Gtncrul l ... rrnd Office of tht S1a1c of'fc.'<a.s (the "Com1111ss,011c.r'') or the owner of1hc so,I, It 1hc option of either, elects 10 fcccivc 
iti royalty in kortd pursuan1 to 5CCUon 4(1) ·1 he value orlhe Gro,, Production shall be calcula1cd 01 the point the other produru arc Ready ror Sale and U,c and 
w11hout deductoon for c.,pcnses, as dcscnbcd 1n sccuon (4Xl), 5UCh value 10 be bucd on the h1ghtr of 

(I) the h1ghes1 marl.et pncc of each produc~ dunng the same month 1n whoch such product OS produced. or 
(2) 1hc average grOll sale pncc of each product fo, the same month in wh,ch such product.I arc produced 

(I) Kt: EP \ 110 1,E: No1wilhstand1ng 1ny 01hcr provtsron of1lus lease 10 1hc con1niry, Lcllcc may not pay a royalty hereunder for l'roc05sed Ga, 1h,i ,s IC5s than 
the royalty 1ha1 \\-OUld have been due under scc1ion il(b) (Of 1he to1al energy con1en1 of the Proce.ning Plant inlet Ga.s 1fi1 had not been processed 

(g} NON-SALE 1) 1 PO l'flON : AJ a royally on non-sales d1sposat1oos of Gu, including but not hmllcd 10 \-toted G11, Oared Gu. flash Gas and lease fuel 
Gas, Lc,scc agree, 10 pay a royalty ba,cd on 1he royalty provt51ons for Non,Proce51ed Ga, do:scnbed on secuon 4(b) or !hos l case (but wi thout requirement of 
rn<rehan1abih1y or marketab1hty) 1r1he Ga, produced from lhc I.cued Premise, os not processed, otherwise. !he royalty oo non-sales d15po51000, or Gas shall be 
based on the rO)'alty provis,on, for Procc,,cd Gas dcscnbcd on scctroo4(c) for RC5oduc Gu If. for "hal<'>cr reuon, 1hcrc arc no GH sale, tbspo,iuoru. 1hcn 
Lcs,cc agrec, 10 pay royalty oo one fourth (114) pan of 1hc 1otal enCfll)' content of the Gas, on MMBtu determined on a Ory Gu basis, based on 1hc posted maii<ot 
price or natural OH at the nearest applicable Gu market hub to S/M~t01u 

(h) PLA,'IT FUEi, ANO RECYCLED CAS: No royalty shall be payable on 11.11y Gu .. may rcprc,cm thos lca,e's proporuonate •ho.re of any fuel used 10 proccss 
Gu: produced hereunder 1n any 1h1rd party OBJ proccssin8 plan1 pursuant 10 section 4(c), pro"idcd, however, 1hn1 tlus lease's propon1onn1c shl\re of any such fuel 
used 10 proce,s GD5 shall be 1he le5,cr of ( l)1he ploni fuel MMB1u percentage of die 1011! plan, 1n!e1 MM Btu omount(u dc1enmncd by contact or, 1f none, by 
actual MMllru amounti), or (2)3 S'°•· and royalty shall be payable on any Gu 1n cxces, of that les,cr amount SubJect to the con,cn1 rn wnung of the GLO, 
Lc,,cc may tnJect Gas for 5CC0<1dary or cr,hanccd rcco,cry opcr-.uons or for Gu hfl pulJlO'C5 1n10 any Otl- or Gu-produc,ng form&uoo on the LCISCd Prcrn,sc, 
ancr 1he hqu1d hydrocarbon, conrtoned 1n the Gu have been rcmo,ed, and no rO)'alty shall be payable on lhe Gu so oniccted unul such umc OJ 1he same may 
thercaO<r be produced and ,old or wed 
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(i) CON E llVATION: Lessee shall use all reasonable mean.s 10 pre\-cnt the underground or lbo\C ground waste of Oil or Gu and 10 n<>1d the ph)'sical "'utc, 
Oaring or ,enung of Gas produced from the Leu<d Prcm,su 

(j) DU1 Y TO l\lA RK1..I Lessee shaJl c.-<crc1.1c due d1l1gcnce and use :all reasonable cfTons 1n marketing any and all producuon from the Leased Premises, 11 no 
cost to owner of the soil, 10 obu1in 1hc best price rcuonnbly available for the 011 and Gas 

(k) i\O DEDUCTION : E.,cepl for ftt> or dcduc11ont 1ha1 may be perm111cd pursuanl 10 secuoo 4(c), 1..,_,.e shall pay or causc 10 be paid royally due under 1tus 
lease without deduction for the cost of producing,. gathcnng. storing, separating. neaung, dchydraung. conditiomng. compressing, processing, 1n1nsportrng and 
otherwise making the Oil, Non·Processed Gas, r1roccssed GBs, and other producr.s hereunder Ready For Sale and Use, whe1hcr home by Les,ce or by 1hird• 
pany purchBSCfS and whether srntcd aJ a deduction from 1hc price or an adjuslment 10 the price based on location or condmon If any contract by wtuch Lessee 
or an Affiliate of Lcssc.e scll.s Oil or Gas produced htrcunder makes dcducllon.s or adJusunen1.s 10 the pnce to account for cons of producing. s-1hcring. 11orrng, 
separating. u-caung. dchydraung. cond111orung. compressing. proccs.s1ng. or 1ranspon1ng or 011 or Gu produced from the Leased Premises. then such 
dcducuons shall be added bad. 10 the price rccc,vcd for purposes of compuung the Gross Producuon upon which royalt,cs arc to be paid The owner of the 
soil, the GLO, and Lessee agree that 1he foregoing provision 1s 10 be ga\·cn full effect and 1s noc 10 be construed u .. surplu.sagc" under 1/t'rilug~ n~so11ru s, 
/11,. ,. Na110,uba11k, 939 S W 2d 118 (Te> 1996) 

(I) llOYAL TY L'II Kl1'D: Lessee shall pay moor:tory royalucsbas<d on the ,alue of the Gron Producuon from the Leased Prcm,scs, unless the GI Oorthe owner 
of the JOtl, 11 thc option of cuhcr, clcc~ 10 reccave 11.1 royalty in lrnd Lessee shall pay 011 or Gas royally, or both, in ~jnd without dcducuon for C.'(pcnses. as 
dcsc:nbed m section (4)(k), necessary 10 make the Oil, Gas and any Other producis Ready ror Sale and Use The owner of the 50ll or 1he GI O may change ,is 
elccuon to enc royalty 1n kind or monetary form at any ume or from ume to umc by g1vrng Lc:sscc noc1ce of such election not less than sa,qy (60) da)'S in adtvance 
lf1he owncrofihe soil or the GLO dcclS 1011lc ,u royal1y producuoo in lind, 11 may elect 10 have 1he royaliy producuon of 1hc Oil, Gas. and any other producu 
that arc in a Ready for Sale and Use condition delivered 1n ~ind 1111hc location Lessee sells 111 production, or 111 nno1hcr locnuon mu1ually ncccpu1blc 10 owner of 
the soil or the GL.O and Lessee Leucc shall bear all cosu 10 1hc po1n1 of delivery rrthc GI..O or the owner of 1he soil clccu 10 take 1u royalty 1n kind, 1he 
panics agree to execute either the S1111c's fonn of Gas llalancing Agreement or any other agrccmcn1 that is acceptable 10 owner of the SOIi or the Gl.O and lc1SCC 

(m) CPA RATION: Lessee agrees 1h,r bcfort any hydroca,bora ,n hqu,d form and any Gas produced from 1hc Leased Premises JS sold, unnsfcrred, suiface 
commingled \Vith Lhc production from any other lease tract and/or pooled unit. or is used or processed rn a plant. it wdl be run free of cost to owner of 1hc soil 
and 1he GLO lhrough • gnvi1y-based Oil and Gas scpanuor or coovenuooal 1ypc and of 1dcqua1c size and efficiency such thai all liquid hydrocarbon, rcccwerablc 
from the Gu by such mean• shall be rcco,cn:d Upon wnucn conscnl of the GLO, Lc>SCC may apply other rorm, of scpmooo cquipmen1 th11 arc II leasi as 
efficient as a grt\lty..t,ascd separator upon such terms and cond1uons as prcscnbcd by the GLO Upon \\,Tiucn consent of the GI.O, 1hc rcqu,remcnt 1h11 ,uch 
Gas and hquid hydrocarbons be run through a separ11or or other equipmen1 may be w11vcd upon such 1crms and cond111ont u prucnbed by 1he GLO Le« cc 
mu.st rcquat and obtain a waiver an \HitJng from the GLO before the mstaJlauon and/or we of any full "ell strcam/v.e1 Ga.slmuluphuc flow mcicrs thl.t me&5Ure 
any producuon on or from the Leucd Premises 

(n) CO~li\11 CLING: Lc"ce mu51 ob1ain priorwnuen permission from 1heGLO per JI TAC §9 JS(aXJ)beforesurface commm8hng Oil ond/orGu producllon 
from a state lease or pooled unit with the production from any other private or s1111c lca.sc and/or uml 1n10 (i) a common manifold and/or $Cpanuor, (ii) common 
sto111gc. (iii) a common ga1henng system or pipeline, or (iv) 10 uuhzc an off•leuc Gu wpply 10 inject Gu for hn purposes into any 011- or Gas-producing 
formauon 1n the Leased Premises These requirements arc 1n addition to, and apan from, the requirements of any other suuc and/or federal a,ge:ncy 

(o) /\U~T ERI C: Lessee agrees 1ha1 nny hydrocarbons in liquid form Rnd n11y G,u produced from 1he Leased Premises shall be mcasmcd separately before the 
liquid hydrocarbons and/or Gas leave 1hc Leased Premises Lts5CC agrees 10 comply with all applicable American Gas Association (AGA) Standards, a, \\.ell '15 

the American Petroleum lnst.11u1e (Al>J ) M11.r1ua.l of Pc:uolcum Measurement S11ndards (MPMS) for any mca.surement device or tanl 1h11 covers the standards, 
pracoccs, guidelines, rccommcndation.s and proccdurc.s which include, but arc noc hm11cd 10, the design, mstallauon, caJ1brauon, 1csung and handling of samples 
and opcra1ion of a mctenng system used f<X 1he meuurcmcn1 of hydrocarbons 1n hqu1d fonn or Ga.s at any meter location on 1hc I cased P1cm1scs, 1111 potnt of 
lease autody t~n.sfcr, for the purpose oflcase allocauon in lhe event or surface commmghng, or for the reporting and allocauon of lease fuel, flared Gas volumes, 
ven1cd volumes Of any other lease use 

(p) ROYAL TV ON COlffRACT ETl'U:~1•:NT : Lessee shall pay 1othe0\•ncrofthesotl and theGLO royalty111he1pphcableroyal1y r11coo any mooe11ry 
settlement received by Lessee from any breach of con1r1ct by Lessee's purchaser rclaung 10 1hc marL.etmg. pricing or tak.ing of Oil or Gu producuon from the 
Lca.scd Premises 

5. PAYMENT , Ull\11 IONSA,' D OT ICF '10 Lf o n : 

(•) MON•:TARY ROVAL TY PAYME 'T All royally owed 10 1he GLO hereunder and no1 pa,d in ,ind a11hc elccuon of the GLO shall be p11d 10 the GLO 
a1 Auslrn, Texas, m the follo,..-ing manner p1ymen1 of royalty on production of Oil and Gas shall be as provided rn the Rules The Rules cuncntly provide 1ha1 
royalty on 01l 1s due and mus1 be received 1n the Gl..O on or before 1hc fifih cs•) day of the second (r') monih succeeding 1hc momh of producuon or such 
lluer dale (IS mny be prcscnbcd in 1he Rules Royalty on Gas is due and 111us1 be received in 1hc GLO on o, before the fifteenth (1s•) day of the second (2 .. ) 
monih succeeding the mon1h of producuon or such l11er d11tc a.s mlly be prcscnbcd in 1he Rules All ro)alty paymentJ must be eccompa.rucd by the affidavi1 
of 1he owner, manager or 01her authorized agut. comple1cd m the fonn and manner prescribed by the GLO and showrng the gross amount and d1spos111on or 
all 011 and Gas produced and the mulct value of the O&l and Gu 1.cucc must maintain, and male available to the GLO upon request. copies of all documcn1s, 
record! or rcporu confirming the Gross Producuon, d1sposi1ion and markc:1 value includmg G11s meter readings, pipeline receipts, Gas line recc1pu and Other 
checks or memonndo of1he amoun1 produced and pu11n10 pipchncs. 1an,s, or pools and Gu lines or Gas S1oroge, and any 01hcr rcpons or records which 1he 
GLO may require 10 verify the Gross Production, d1sposu1on and marlct value In all cases the authority of a manager or agent 10 act for the Lenee herein 
muSI be filed in 1he GLO Each "')·ally paymen1 shall be accompanied by a chccl siub. schedule, summary or Other rcmmancc ad-.cc sh°"'mg, by the HSJ!ll'Cd 
GLO lease number, the amoun1 or royally bemg pa,d on each lease 

(b) MA 'IINER AND TIJ\IELI ' ESS OF l'AYMI' " I A mon<1ary royal1y p•yme111 1h11 JJ nOI submincd clccuoo,cally shall be conSJdercd umely p11d if 
delivered to the GLO on or before 1he applicable due d11e or if dcposued in a pos1pa1d, properly addressed wr>pper wub a pos1 office or offiaal depos,1ory 
under 1he care and cuS1ody or, and ponmarled by, the Unued S1a1es Pos1al Se.-ice 01 leasi one (I) day before 1he applicable due date A paymen1 1ha1 ,s 

submi11cd electronically shl\ll be coruidered timely pn,d if such pay111cn11s successfully 1ransm1ttcd to 1he proper account w11h the Comp1ro!lcr of1he S1a1e of 
rcxu on or before the due date 

(<) PENAL T l ES A O INTf:n EST Lessee shall pay pcnalucs and m1ereS1 due on la1e royally paymcnlS and 01hc, sums due, and for failure 10 p,o-,de 
documents, {whc1hcr physical documc:111.s or informa1ion rn elec1ronic fom1), n, provided by law or the Rules The nsht to collect pc.naltic.s and m1ercsc is in 
add1uon 10, and shaJI no11n any way hmtt or restrict, the rights of the GLO to pursue other remedies at law or in equity, including \\Uhou1 hm111t1on forfcuurc 
of lhJS lease If Lessee pays royally on or before 1hiny (30) days after the royal!)' paymcnl was due, then Lessee °"cs a penal!)' or !i,·e pcrccn1 (W,)oo 1hc 
royally or '"cn1y-fi,c dollan (S25 00~ which.-cr is gre11er A royal!) paymen1 which IS o-er 1hiny (30) days la1e shall accrue a penally of 1en perccn1 ( I~,) 
of 1he royalty due or 1wcn1y-fise dollars (S25.00), whiche,er i1 grea1cr In addnioo 10 a penaliy, royalue, shall accrue in1ercs1 "'hen the royal1y is ""Y (60) 
days overdue Affidavits and supponmg documents \\-h1ch arc not filed when due shall mcur a penalty in an amount set by the Ruic, that were in effect on the 
d11c "hen the affida.iis or supporting documcnis "'ere due The Lessee shall bur all rcspons,b1hty for paying or causing royaluu to be paid as prcscnbed by 
1hc due date provtdcd herein Payment of the delinquency penalty shall m no way operate to proh1b11 thc S1a1c's nght of forfeuure a.s proVldcd by law nor ac1 
10 posiponc the date on which royallleJ "ere onginally due The above penally prov,s,ons shall no1 •pply rn coses or u~e d,spu1c as 10 !he S111e' s poruon or 
1hc royalty or 10 that pon1on of the royalty in dispute 11110 fair market value 

(d) PA Ya\! EN1 , NOTICES. AND COnllESPO/\ Ot.1' CE TO u:s Oil Lessee shall assure 1h11 all royalty paymenu. shu1-,n royally paymcnis. delay rcn1als, 
and all od1er paymcnt5 due under this lease. as \, ell as documcn1s, rcpons, no1iccs, and 01hcr mrom1311on. unless e,:prtssly provided hcre111 1hnl such paymcni 
or 111form1111on be directed to another oflice, arc tltrc:c1ed to 1hc following address 

If 10 the ov..ncr of the SOIi, 10 the. address first listed above 

lf101hc GLO 

Te,as General Land Office 
I' 0 Bo, 12873 
Ausun. Tc.••• 78711-2873 

or 
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TcxH General Land Office 
1700 Congress Avenue 
Ausun. Tens 7870 I 

or such other address as may 1hcn be spcc1ficd 1n the Rules Any paymcncs submancd clcctron1cally Jh11I be delivered by clecuomc runds 1rnnsfcr to the proper 
account w11h the Comp1rol ler 

(cl OTICE A ND CORRE PO/WE ' C l:TOLf' EE 'soucesandc01Tupondcnce10LeJSC<:shallbcscn11othcaddreusho"nabovcorsucho<heraddreu 
u Les.sec shall provide 1n V¥-nting to the o"'nc.r of the soil and the GLO Any such noucc of change of address must spcc1fically reference 1his Lease 

6. llECO IW S: 

(•) ll f ERVlS, CO NTl{A(."T A '10 OTII Lll llECORD Upon wnucn rcqucsl by lhc GLO, Lessee shall annually furnish 1hc GI O w11h 11, bcs1 pon,blc 
csoma1e of 011 and Gas rcscrvc.s underlying 1hii lca.se or al locable 10 d11s lease a.nd shall furnish the GLO with copies of all contracts under "'hich Gu 1s sold or 
processed and all subsequent agreements and amendments to such con1ncu w1th1n th1ny (30) days afitt cn1cnng into or malt.mg such contncu.. agreements or 
amendments uch contract, and agrccmcnlJ ,...-hen received by the GLO shall be held in confidence by the GLO unless 01hcrw1sc authorized by Lessee All 
olhcr contracts and records pcn11ning to 1hc producuon. 1ran1portation, sale and markcung of the Oil and Ou produced from these I cased Pren11ses, including 
the boob and 1ccoun1.s, rccc1p11 and discharges of all v.clls, 1anls, pools, meters. and p1pcl1nes shall at all 1imes be subJtct to o.ud1t.1nspcc11on, and ex1m1nabon 
by the GLO. the Attorney Gmcral, the Governor, or the reprcscntauvc of any of them 

(bl PER.\111 , DRILLING R E ORD A ' OIH'Q Ulll EDFILI C : Wn11ennouccofallopcro11onson 1h,slcascshallbcsubm111ed10 1hcGLObyi,cs,ccor 
01>ennor five (5) days before Sf>Ud dale, workover, re•cnuy, temporary abr.ndonmcni or plug and 11bundonmc111 of any well or wells Such wrineo noucc 10 1he 
GI O shall Include cop,es of Railroad Comm,"ion form, for 1pphca1ion 10 drill Copies of .,cll teslJ, complcuon rc:pons and plugging rcporu shall be supphed 
10 the GLO 11 lhe umc lhC) arc filed with lhc Tcxu Railroad Comm,""'" All apphcauon,, pcrm1tJ, rcpons or o<her filings tha1 reference thlS lcuc 0< any 
Jpectfic ¥>di on the Lca.sed P1em1sc.s and that arc submitted 10 the Tc.us R11lroad Comm1ss1on or any other governmental agenC) must ha,c 1he .,..ord "Slate" 
H lhe fiBt word in the utle Addmonally, m accordance with Rr11 lroad Commission rules, any s1gnagc on the Leased Premises for 1hc purpose or 1dcnufymg 
wells, tank bnttcrics or other a,sociated improvements 10 the land must also include the word "Suue" Division orders nlUSt be submmcd to the GLO within 
1h1rty (30) day• of first producuon GLO shall not be required 10 s,gn any d,v,s,on ordCt'S Lcsscc shall supply lhc GLO w11h any rccon!J, mcrnoronda, accounis, 
repon.s, Q.11t1ng.s and cores. oroc.hcr infonnauon rtl&U\-e 10 the operation of the abo\.c..dC5Cllbcd I eased Prcm,so, which may be requested by the GLO, m 1dd111on 
to those hcrcm c)(prcssJy pro\itdcd for Lessee shall hnc a basic clcctntal log as defined by 1hc Railroad Commission made on the bo<c·hole sccuon, from chc 
base of the surface casinM 10 tl1c 101AI dcp1h of well , of all "ells dnlled on lhe abo,c dcscnbcd Leased Prtmiscs o, such other log or logs as a rc&SOnablc and 
pruden1 opcnuor would run and shall transm111 comple1c su11c of such logs on each "ell 10 lhc GLO w11h1n fifteen (IS) days alier the ma~1ng of sa,d log., 

(r) PE ALTI ES Lessee shall 111cur II penalty whenever rcpor11, documcnu: or other matcnals a1e not filed ,n 1he GLO when due ll1e pcnahy for late filing shall 
be set by the GLO 1dm1mStr.lll\lC rule which is effective on the date when the materials ¥>ere due 10 the GLO 

7. RETA! ' t;o AC llEAGE: Notw11hstand1ng any prorn,on of 1h,s lease 10 the conu.ry, after• -.ell producing or e,,pablc of produc111g 0,1 or G,s has been complc1ed 
on the Leased Premises, Lessee shnl l exercise the diligence of II rea.sonnbly prudent opcn11or1n drilling such additional well or wells 11' may be rca,onobly necessary for the 
proper development of the l..ea.scd Premises and in marketing the producuon thereon 

(• ) VERTICAL In the C\t:nt this lease 1s 1n force and e.fTCC11n whole or in pan. two (2) years after the exp1rauon date of the pnmary term 11 shall then 1erm1n111e 
as 10 all of1hc Leased Premises, EXCEPT as 10 lhe follo"·1ng acreage amounts for wells dnlled under 1h1s lease cnpablc of producing u1 pRying quanti 11es (111clud1ng II shut· 
in Oil or Gas well as provided in sce1ion 11 hereof), or 1 \\ell thru lui.s been spud and upon which Les.see is then cnga.scd an conunuous drilling or re,"orlong opcrauons ( I) 
lhc lesser of 40 •= or 1hc amoun1 of acreage auigned 10 an O,i well for proraoon purposes under spcc,al field rules, (2) the lesKr of 80 acres or 1he amoun1 or acreage 
assigned 10 a Gas "ell for proranon pufJIO'CJ under spcaal field rule,, (3) for honzontal dr11nholc "'ells the amoun1 of acreage ma,ned shall be the grca1er of 40 acre, or 
the amoun1 of acreage dc1enmned by the follo,.ing formula O 032, I A, whctc I the lcng1h (,n feel) of 1110 honzontal latcnl cornponcn1 of the well fron, 1hc firs1 
talepoml lO the la.s1 takcpo1nt and A 1hc area reuuncd (m acres) provided 1h111, if A 1s not divisible by the number 20, A .... ,11 be rounded up to the nc.xt number d1vi1J&ble by 
20, , c (0 032, 4500 feel 144 acru, which rounds up 10 160 acres). (4) ,f more acreage IS required 1han,. provided for ,n (I), (2l or (3) above ,n order 10 ob111n 1hc 
muimum allowable under spcciaJ field Nies for the ptnnittcd or producing intervaJ or intervals, upon wriucn approval from the GLO, such number of acres 1h1t arc 
required to obtain the mu1mum allo'-"-ablc a, required by the spcc1aJ field rules as approved by the Ra1lr~d Commission of Tc.'<I.S, or any successor agency, or other 
governmen11I aulhon1y hav1ng1urisd1cuon, or (5) the number of acres held ,n a pooled unit pursuant 10 Natural Resources Code Sccoon, S2 IS 1-S2 154 After 1cnn1n1uon 
pursuant to this subsection. each tntct retained shall be consldcrcd a separate lease and must be main1a1ned 1ndcpcndently Lascc shall rclarn the nght of rngrcss and egress 
on and across the term mated pornon of the Lu.scd Premises as may be reasonably necessary for the eon11nucd opcra11on of the poruons of the lcue rcmarning m force and 
cffcc1 Funher, Lessee 1hnll retain an caJenlCnl for 115 pipelines, 1anl baneries or 01her surface cqu1pmcn1 or installations on Lite term,mued acreage for so long as they 
conunuc to be used for the development and opcntioni on the rct.a1ned acreage 

(bl 1101llZ01' TAL Two (2) yean after lhe c,cp,rauon d11c of 1he pnmary 1crm thlS lease ,hall (urthcr 1cnn1na1c IS 10 those depths sopul11ed u folio", fo, cach 
tntct rc1arncd ,n sccuon 7 (a) above for vcn1cal ,,ells. 100 fee1 1nie vcmcal dcp1h below rhe deepcs11hcn producrng 1>erfora11ons, for hori1.onml wells, 300 feet true vcnical 
depth belo\V the dccpc11 depth reached by 1hc horizontal l.111eral between the first tt1kepomt and the llu1 takcpoint, and for acreage retained 1h11 11 pooltd or uniuzed, all 
dcp1hs above and below the pooled or unitized interval If a "ell lw been spud and IS being drilled over lh,, 1c:nmn1uon da1c. the aettagc rc,ained by said well under scc:non 
7 (a) shall be held u 10 all dcpthJ unul complcuon of 1hc "di, and upon completion of the well u capable of produc,ng ,n paying quanuoes, lhc acreage rm,ned ,hall 1hen 
tcnn1nate a.s to those dcp1h1 u provided in this sccuon 

(c) IIJENTlFI ' T ION ND F ILING: The surface acrc,gc reuuned hereunder as 10 each "di shall. as nearly as pn,cucaJ, be 1n the form ofa square for -crucal 
"dis or a rectangle for honwntal "ells, "'lh the "di localed ,n the ccn1cr 1hercof, or <uch 01her shape u may be approved by 1hc GLO W1th1n thirty (30) days after pamal 
tcmunauon of this lease as provided heron. Lesstt mu.st e,ccutc and record a release or rclc;i.su con1a1nmg a sau.sf1e1ory legal dcscnpuon of the acreage and/or depths not 
retained hereunder The recorded release. or a ccnified copy of same. shall be filed ,n lhe GLO, w11hin thirty (30) days of rcco<d1ng 1ccornpan1ed by the fihng fee prcscnbed 
by 1hc GLO rula ,n effect on lhc dale the release" filed lfleJscc fa1ls or refwcs to c,ccu1c and record such release or releases lhen 1hc GLO, ,n 1lJ sole d,screuon, may 
designate, by wntten ,nsuumcnt, the acreage and/or depths that have tcn111n1tcd hereunder, and record such instrument at Lessee's e.,pcnsc in the county or counues where 
the lcuc 1J loca1ed and in 1hc oflic,al records of 1he GLO, and such dcs1gno1ion shall be binding upon Lessee for all purposes lf11 any time after 1hc efTccuvc tb1e of1hc 
paroal 1ermm11100 proY1s1on.s hereof, 1he applicable field rules arc changed or the .... c11 or wells loatcd thereon ire reclassified so that lc.ss acreage is thcrcaflcr alloca1cd to 
said well or wcll, for productJon purposes, 1h11 lease shall !hereupon 1<rm1na1c IS 10 all acreage not 1herufler alloca1ed 10 Slid "'di or "'ells fo, producuon purpo<cs, and 
Less« shall file a release or rel uses 1n the a.me manner u prO"ridcd abo, e 

(d) F l £ 1, D RULE AND t.:XCl: l 'TIONS If 1.c,sec sec•• 10 amend cx,sunM field rules 10 es11bl,sh field rules applicable 10 the Leased Premises. and ,f Lcsscc 
rcquC:StS a hunng for the amcndmc.nc or ~lishmcnt of field rules, or ,f Lessee requests the con.sol1dabon of c.-<11ung field rules or an c.umpuon from field rules or 
s111e,widc rules. or ,f Leuee scckJ to adop1 field rules d11Tercn1 from lhosc ,n use in 1he 1mmcd11te area, Lessee shall notify °"ncr of the sool and the GLO of ,uch request 
pnor 10 any Railroad Commission hearing and provide all t-<h1b1ts 101he owner of the wil nnd the GLO rcl11t1YC 10 such hcanng Any ancmpt by 1 CJSCC to e11abh~. t1mcnd, 
consolid111c, or C.'<cmpt such fi eld rules without owner of the soil's and the GLO's pnorcon.stnt shaJI not be applicable 10 the Leased Prenuscs unleu and unul such consent 
is given 

8. Ot'F t:T \I ELl.,S: lfO,I and/or Gu should be produced ,n cornmerc,al quanuuc, from a well loca1cd wi1hm one 1housand (1 ,000) fecr ofihc area included hcrcrn, or 
which well is draining 1he area cove.red by 1h1s lcHc., the I csscc shall, within one hundred (JOO) days after such m1ual producnon from the draining ¥>ell or the well located 
Wllhin one lhousand (1,000) feet from 1hc area covered by lhi, lcasc, bc!lln ,n good f11tll and pr0>ecu1c d,hgcntiy lhc dnlhng ohn o!Tscr "ell on 1hc area covered by 1h,s 
lease, and such o!TJct well shall be dnlled 10 ouch deplh IS may be nccc,sary 10 pre.en I lhc undue dra,nase oflhe area covered by 1h11 lease. and lhe Lessee shall u,c all 
means necessary in I good fauh clTort 10 make wch oil.set y.•cll produce 011 and/or Gu rn commcre1al quan111ics Only upon 1hc dctemunauon of the GLO \'io'llh 1u wnucn 
approvnl. may the payment of a compen.salory royalty sausfy the obhK,11ton to drill an oIT)Ct well or Y.clls required under this secuon 

9. Oil\' 110 1,' C E A 110 , OR ILU.,G, AND llE\I O RKI C: 

(a) If, dunng 1he pnmary 1c-m1 hereof. w11hin si.iy (60) days ofa lease anniversary daic. (1) Lessee should complete a well u a dry hole. or (1i) producuon should 
cca,c, lhcn lhe lcuc ,s maintarned over 1hc anniversary cu1e ,-,lhou1 the paymcn1 of a delay rental lf a dry hole u completed or producuon or dnlling opcrauons ccuc more 
than 11<ty (60) days berorc a lease ann1'crsary dale, a dcla) rental mu'1 be pa,d on or before such anni-.nary dale to m11n111n 1hc lease and upon f11lure to male ouch 
paymenl 1hc lease shall 1ermina1c unless 01hCf'Wlsc held over the annl\ ersary date by add111onol dnll,n~ operations or rc-cs1abhshmem of produc11011 dunng 1he si.iy (60) 
days pnor 10 the 011nivcrs11ry dace If, during 1hc la.st year of 1he pnmary 1em11 1he production of Oil or Gas should cca,e, I csscc's rights shall rcmarn in full force and effcc1 
wi1hout funhcr ope.rations untJI the c..'<p1ration or the primary term, and if Lessee hu not resumed production m payrn~ qua.nutics at the c.:<p1ra11on of lhc pnmary tcnn, 
USStt may m11ntam this lease by conducting add1uonaJ drilling or rcworlmg operations pursuanl 10 sccuon9(b), uJ1n3 the c.~p1rauon of the pnmary term as 1he date of 
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cessation of produc1ion under section9(b) Should lhe fim "ell or any 1ubscquen1 "ell dnlled on 1he abo,e dcscnbed land be complelcd u a shu1-in 011 °' Gu "ell w11hin 
the primary tern, hcrcor. Les.see may resume payment or the annual rental in the same manner as provided herein on or before the rental paying da1c following the up1ration 
of siX1y (60) days from lhc date of complc1ion of such shuHn Oil or Gas well and upon 1hc failure to make such payment, this lease shall automatically rcrminarc If, a1 1hc 
cxpirn1ion of the pri rrnuy 1em1 or any time thcrcancr, n shut. in Oil or Gus well u locn1cd on the Leased Premises, p:tymcnis may be made in accordnncc wnh the shu1•in 
provisions hereof 

(b) If, 11 lhe e.,p1r1uon of lhe primary tenn, ne11her Oil nor Gu IS being produced from lhe !..cued Premises, bu1 Les,cc IS lhen engaged in dnlling or rewonang 
opcrationJ 1hcrcon, this lease shall rcm&Jn 1n force .so long as operations on said well or for dnlhng or rcwori.:Jng of'any additional wclls are prosecuted in good fa..ith and in 

wort.manlike manner wuhou1 intcrrup1jons 101aling more than six1y (60) days during any one such opcnnion. and if such operauons rcsuh in the produe1ion of Oil and/or 
Gas, so long 1hcrcafter as 011 and/or Gu is produced 1n paying quanti11e1 from the Leased Premises, or poyment of shu1-1n 0 11 or Ga.swell royal1ics or compcnsa1ory 1oyal1ics 
is made M provided in dus lease 

(c) If. after lhe c.,p,ration oflhe prim&!)' 1cnn, production ofO.I or Gas from 1he Lcued Premises, after once ob1ained, should cease for any cause, llus lease shall 
not l'Cmunatc if Lessee rotorcs production in paying qutnubcs 'within s1,cty (60) days after such cessation or commences addiuonal drilling or rC\.\·oridng ope.rations wirhin 
sixty (60) days after such ccssa1ion, and 1hu lease .shall remain in full force and effect for so long as such openuons c::on1inue in good faith and m workmanM,c manner 
wilhou1 intcrrupuons tolftling more thnn s1x1y (60) days If such dnlling or reworking Operation, result in lhe produc11on of Oil or Gu, 1he lease shall remain in full force 
and effect for so long as Oil or Gas is produced from the LcaJCd Premises in paying quantities or payment of shut4 in Oil or Gas well royahics or payment of compensatory 
royalties 1s made 115 provided herein or H provided by law If 1hedrilling or reworking operations rcsul1 in the compleuon ora well ,u a dry hole, !he lease will noi tcrminn1e 
1fthe Lcsstc commences additional dnll1ng or reworking operations Wllhin si<tty (60) days aflcr the compleuon oftht well a.s a dry hole. and this lc.uc shall remain 10 cffcc.1 
so long u Lessee continues dnlling or rcwoflang opc~11ons m good f1.11h and in a WCKkmimlikc manner "11hou1 interruptions totaling more than sixty (60) days Les.sec 
shall give wri1tcn nor,cc 10 1he GLO w11h1n 1h1ny (30) doys of any cessauon of production 

10. POOLING: ALLOCAT ION:(a) Lessee is hereby expressly proh1bi1cd from pooling or unitiz.ing 1hc Leased Prcnuses ornny 1111eres1s 1hcrein with nny other leasehold 
or mineral interest for 1he e.~ploration, development and production or Oil or Gas or either of 1hcm wi1hou1 1he e,cprcss consent of the School Land Board and the 
Commissioner A well, whether or not cla.ssified as an allocation well, tha t traverses mul11ple leases or uni ls including the Leased Premises hereunder, one or more of 
which leases or units conl.lUns Oil and Gas owned by the state. and which well is no1 auociaied with an agreement approved by the GLO and owner of the soil spec1f)1ng 
the allocauon of the production of s1ate--0wncd Oil and Gu, is hereby c,cprcssly not pc.nn1ucd and may not opcra1c on or under this lease or a unit containing stato-owned 
Oil and Ga.s wi1hout the prior wriuen consent of the Commissioner or his au thorized dcsisnec, which consent may be g.ramed or wsthhcld in the Commissioner's sole 
discn:1ion 

(b) Lessee is hereby gran1cd 1he nght to pool or uni1izc the royahy interest of 1hc owner of the soil under this lease with any other ltaschold or mineral in1erest 
for 1he «plOl"luon, developmen1 and production of Oil or Gas or ei1hcr of 1hem upon 1he same 1erms as shall be approved by lhe School Land Ooard and 1he Cornm1S1ioncr 
for the pooling or uniuzmg of the interest of 1hc State under thu lca.sc pursuant to TC'<H NaturaJ Resources Code §§S2. IS 1-52 I S4 The owner of the soil agrees 1hat the 
1nclus1on of this prov1s1on 1n lh1s lease satisfic.s !he c.ucuuon rcquircmen1.s sci ou1 in Tt'ICU Natural Resources Code §S2 I S2 

11. SIi UT 4 1N HOVAt.1'1 ES: For purposes orlllis section, "wc.U- means nny wel l chat h11.s been assigned a well number by the govcmmenral agency hnvingJurisd1e1100 
over the producuon of Oil and Gas lfa1 any time aflcr the c.xpira1ion of the primary tcnn of a lca.sc thin, until being shut an, wa.s being marnta1ned in force and effect., a well 
capable or producing 011 or GH in paying quanuucs is localed on lhe Leased Premises, bu1 Oil or Gu is no, being produced for lad of suiiable produc1ion faaliues (lack 
of suitable production fac1hucs is noc accqnabJe as a reason for making a shu1 4 in payment if all or pan of such producuon faciJnics arc owned and /or opcra1cd by l..cs5ce, 
and the cause is due lo Lessee's improper maintenance or neglect) or lad of a suitable market., then Lessee may pay as a shu14 in Oil or Gu royalty an amount cquaJ 10 
double the Rnnu.11.I rental provided in the lcuc, but not less than S 1,200 n year for each well capable of producing Oil or Gas in paying quamitics If section ) of this lease 
docs not specify a delay renu,I amoum. then for the purposes of 1his section, the delo.y rcntnl amoun1 shall be one dollar (S l 00) per acre To be effective, each initial shut· 
in Oil or Gas royally pay111en1, accompanied by 1hc GLO Shu1-ln Allidavi~ muSI be paid on or before (1) 1he cxpir11ion of 1he primary 1crm, (2) S1x1y (60) days afier 1he 
Lcsscc ccues to produce 011 or Gas from lhc Lealcd Prem,scs. or (3) S"IJI (60) days afler Luscc comple1c, a dnlling or reworking opcrauon in accordance wi1h 1he lease 
provi51ons, whichever do1e IS lhe la1eS1 Such paymen1 shall be made one.half (1/2) 10 1hc Comm,ssioncr, and onc-h&lf (1/2) 10 owner of lhe SOIi If 1he shuHn 0,1 or Gu 
royally is paid, accompan,ed by lhe GLO Shu1-ln Allidav11, lhe lcue shall be considered 10 be a producing leue and 1hc paymem shall cx1end 1he 1erm of1he lease for a 
period of one ( I) year from 1he end of the primary term, or from 1hc fir-51 (I°") day of the month following 1hc month m which produc1ion ceased, and, after 1h01, if a fl er a 
diligc,u effort, dun bcing thc»c of a rcasonnble and prudent operator 10 obmin or repnir the production focili1ies or 10 obtain o mB,kct, no suitable production facil i1ics or 
sui table market for the 0,1 or Gas exis1s, l...cs.scc may, upon \vri 11cn approval of the GLO, c.,c1 cnd the lct1sc for four (4) more succe5s1ve periods of one (I) year by paymg 1he 
same amount each year on or before the c.,cpin1rion of each shu1 4 an year 

12. COi\l Pt:NSA TO RY ROYA L TIE': If, dunng 1he pcnod 1he lease IS kepi in efTcc1 by paymcn1 of lhe shuHn Oil or Gu royally, Oil or Gas ,s sold and delivered in 
paying quan1jucs from a well loca1cd wi1hin one thou.sand (1,000) feet of the Leased Premises and complc1ed in 1hc same producrng reservoir, or in any case in which 
drainage is occurring, the nght to continue to mainrrun lhe lease by paying the shul•in Oil or Gns royal1y shall cease, but the lease shnll remain cfTcc1ive for the rernn1nder or 
the year for which the royalty has been paid Upon written approval from 1hc GLO, !he Lessee may 111ain1ain the lease for four (4) more successive years by Lessee paying 
compensatory royalty at 1hc royalty rate provided in 1hc lcaie of the market value of production from the well causing the dramagc or which is completed 10 the same 
produang reservoir and w11hin one 1houJOnd (1,000) fee, oflhe Lealcd Premise, The cornpcnsa1ory royally is 10 be pa,d monlhly one-half(tn) 10 lhe Comm1Ss1oner, ond 
one-half (1/2) 10 owner of lhe soil, beginning on or before O,c last day of 1he mon1h following lhe monlh in which ohe Oil or Gas IS produced from 1he well causing !he 
drainage or that 1s completed in the same producing reservoir and located withm one thou.sand (1,000) feet of the Leased Premises, if 1hc compcnsa1ory royahy paid 1n any 
1wclve(l2) month period is 111 an amouni less 1han the 11nnu11I shul·in 011 or Gu royalty, Lessee shall pay an amount cqual 101hc difference within 1hi11y (30) days from 1he 
end of the I\VClve ( 12) month ptriod, And none of 1hese provisions will relieve Lessee of 1hc obligntion of reasonable devdopmcm nor the obligation 10 dnll offsc1 wc:lls as 
provided in N Jl C Section S2 034, however, a1 the dctcrminntioo of1he GLO, and w11h the GLO's wriucn approval, 1he paymem of compcnsa1ory royaJtic.s 5hall satisfy the 
obligauon 10 drill offset wells Compcnsatocy royahy pa)'ments which are noc timely ptud wdl accrue penalty and 1ntercs1 m accordance with 5CClJOn S ofth1s lease 

13. A UTIIOR I.ZED 01\MAGES leSJCC shall poy 1he owner of lhc so,I for domagcs caused by 11S opcra11on, 10 all pcrsonlll propcny, 1mpro,ernen1>, livesiock and crops 
on the Leased Premises 

I~. USE 0 1' WA T Eil ; Ult FACE: Lc,su shllll hove 1he right 10 use wo1er produced on said land necessary for drillin8 operauons hercunderand solely upon 1he Lcalcd 
Premises, provided, however, Lessee shall not use potable water or warcr suitable for livestock or irrigation purposes for waler flood, hydraulic fracturing. or completion 
operations, whether such water 1s from stock tanks. surface reservoirs, C.'<isung wn1er wcJl.s, or streams on the Leased Prenuscs, without 1he prior wnuen consent of owner 
of lhcsoil l..cssce shall have lhe righ110 use so much of lhe surface of 1he land 1ha1 may be reasonably necessary for drilling and opcraung Oil and Gas wells and 1ransponing 
and marke11ng 1hc produc:llon 1hercfrom. such use 10 be conduc:led under condi tions of least injury to 1ht surface of lhc land 

15. POLLUT ION: In developing 1he Leased Premises, LClscc shall use the highest degree of care 11nd nll proper .safeguards 10 prevent pollution Without hmlling the 
foreg0tng, pollution of coastal wetlands, na.1uml wtllCr\1/llys, nvers and impounded water .shltll be prevented by 1he use of contammcm facilities sufficient ,o prevent spillage, 
seepage or ground wa1cr contamination ln the event of pollution, Lc.ssec: shall use all means at its disposal 10 rccap1urc all escaped hydrocarbons or other p0Uu1ants and 
shall be rc.spons1blc for all damage to public and private propcnies Failure to comply wilh 1he requirements of this provision may result m the maximum pcnaft) all~cd 
by lttw includmg forfeiture of1he lease Lessee shaJI l>c liable for 1he damages caused by such failure and any costs and expenses incurred m cleaning areas nffcc1cd by 1hc 
d1schnrged wastt 

16. I DENT IFICAT IO 1\ I;\ f! KERS: Lessee shall erec~ 11 a disianec no110 exceed 1wcn1y-five (25) feel from each well on 1he premises covered by 1h1S lease, a legible 
sign on which shall be Staled 1he name of 1hc operator, 1hc lca.sc designation and the well number Where two or more wells on the same lease or where wells on two or 
more ICMCS arc connected 10 the same tank battery, whether by md1vidu11J flow hne connccuons direct to the Lank or tanks or by use of a multiple header system, each line 
between each well and such tank or header shall be legibly identified at a!l 1imcs, either by a finnly annchcd uig or pla1c or an 1dcnufic11uon properly p111ntcd on such line at 
a dis1ancc 001 to exceed three feel (l') from such tonk or header connection Sn.id signs, rags. pla1es oro1hcr identi ficnuon mnrl..crs slmll be maintained 111 a legible condition 
tJ1roug.hout 1hc 1cnn of 1his lease 

17. A IGNJ\1 f:NT :(a) Subject 10 1he ngh1 of lhc GLO 10 r<quire a demonsiration by 1he 1ransfercc of iis financial rcsponsibil11y, lhis lease may be 1ransfcrred 11 any 
umc. provided, however, that the liabthty of the transferor to propc1ly discharge 1LS obligahon under the lease.. including properly plugging abandoned 'wells, rcmovmg 
platforms or p1pclmcs or remediation of contamina1ion at drill sues shall only poss to 1he transferee upon 1he prior 'wTllltn consent of the GLO The GLO may require the 
lransfcrec 10 demonsrra1c financial rcspons1b1hty and may rcqutrc a bond or 01hcr security J\ll 1rnnsfcrs must reference the lease by the file number and must be recorded in 
rhe coun1y where 1he area is loc1ued, and the recorded transfer or n «ipy ccnified to by 1he County Clerk of 1hc county where 1hc lnlnsfer is recorded mus1 be filed in 1he 
GLO wilhin nine1y (90) days of1hc cxecu11or1 date, as provided by N RC Sccuon 52 026, accompanied by lhe filing fee prcscnbed by 1he GLO rules in effcc1 on 1he da1e 
of rcccip1 by the GLO of such transfer or ccruficd copy thereof Without hm1unK the linb1ltty of the ongrnaJ lessee or any prior transferee for that enuty's debts owed 10 the 
GLO hereunder, every ormufcrcc shall succeed 10 •II nghis and be ,ubJect 10 all obligauons, liabilities, and pcnalues o"ed 10 1he S101e by lhe original lessee or any prior 
transferee of the lease. 1nclud1ng any hab1liuc.s to 1hc S1a1c for unpaid royalues 

(b) No1wi1hstn.ndin8 any provision 111 subsection I 7(n}. if the owner of the soil ncquircs 1!11s lease m whole or m pan by assig.nmem without 1hc prior wriucrl 
approval of the Commissioner, 1his lease is void as of the 11mc of assignment and 1he agency power of the owner may be forfencd by the Comm11s1oncr An ass1gnmen1 
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wdl be trc111cd as ifi1 were made 10 the owner of 1he so1l 1f1hc assignee 1s 

(I) a nominee of the o,,ner of the'°''· 
(2) • corporauon or subs1d1nry 1n whJch 1hc owner of the so1l 1s a pnnc1pal stockholder or 1s 11n employee of such n corporauon or subsid iary, 
()) R panncr.dup in which 1he owner of rhe soil is a parcncr °' is an employee of such a panncrslup. 
(4) a princapal s1oc.kholdcr or employee of the corporauon which 1s the O"wntr of1he soil, 
(S) 1 p,.n:ncr Of' employee 1n a pannc.nh1p which 1s the owner o(thc SOIi, 
(6)a fiduciary for the owner of the S<MI. including bul no1 lim11ed to a gu11rd1an, trustee, cxcanor, admin1s1rn1or, receiver, or conservator for 1hc owner of 1hc 
soil, or 
(7) • fam ily member of the owner of the soil or related 10 the O\\ncr of the soel by marriage, blood. or adopuon 

18. RELE...-\ St. : Lasee may rcl1nqu1sh the rights granted hereunder 10 the State at any lime b) recording the relinquishment 1n the coun1y .... here this area 1s s11ua1cd and 
filing the recorded relmqu1shmcn1 Of cenificd copy of same in 1hc GLO w11lun nir1c1y (90) days aner i1.s cxccu1.1011 accompanied by 1he filing fee prescnbc:d by the 01.0 
nJ!CJ in effect on the date of reccip1 by the GLO of such rcl1nqu1shmcn1 or ceni ticd copy thereof Such rchnqu1shmcot "ill not ha,..c 1hc clTcct of rclcasanH Lessee from any 
liability thcrc1ofore accrued m favor of the State 

19. WARltAt-iTY C LAUSE. The owner of the s0tl w1rran1s and agrees to defend 111Jc 10 the Lea.std Premises If the owner of lhc soa l defaults 111 p11ymcnu o,"cd on 1hc 
Leued Prcn111cs, then Lessee may redeem 1hc ngJ11.s of 1hc owner of 1hc soil in 1hc Lc(l.scd l'rem1sc1 by paying any mortgage, 11111:cs or otJ1cr hcn.s on the Leased Premises 
If Lessee makes paymcnt.s on behalf of the owner of the sod under this RClJOn, Lessee: may recover the cost of lhc.se payment.s from the rent.Al and royatun due the ov.-,,cr 
or the soil 

20. (u) PRO P01t1 ION,\TE It EDUCT ION CL.A USE: If 1he owner of the soil owns less 1hn111hc c111irc undivided surface esuue m the ttbovc de.scribed land, 
whe1hcr or not Lessee's in1ercs1 is specified herein, then the royal11es herCJn provided 10 be paid to the o,\nct of the soil shall be paid 10 him 1n che proportion .... h,ch his 
in1<res1 bean 10 the cnure undivided surface cstarc and the royalucs hett1n provided 10 be paid 10 the GLO shall be hlC"-1SC p<oporuonarely reduced ll<>"e>cr, before 
lencc adjusts the royah) due 10 1he GLO. Lessee or his authont.cd representative must submu 10 the GLO I wnncn statffl1tnt ,,..h1ch explains the discrepancy between 
1he mlcrCJt purponcdly leased under this lease and the actual m1cres1 owned by the owner of the soil !f an undivided 1111crcs1 remains unlcascd on the land covered by 
1h11 lease on 1he date of first production from the l.ea.scd Prenuses. lhc GLO shall be p:aid a royalty of t~ t nt)-fo t 1>tru111(l S%) of the value of the Gross Production 
allocable 10 said uni cased undivided 1n1erest payable on the same rerms and cood,uonJ u arc provided ,n rhis leasc for the paymrnr of royalry 10 1hc GLO, unul such ume 
u the Lessee hu recouped IIJ dnlhng and compleuon com rpayour'') and upon p1you1 the Lusec will S"• n01ice 10 the GLO and beginning on the firsr day of rho 
month afler payout the GI O shall be p111d the value of 100-,. or the Gross Producuon allocable 10 said unlcascd und1v1dcd rn1eres1 less 1he proportion111e opcraung costs 
Upon '>'.Tilten request from 1he GLO. the Lessee will provide 1he GLO wi1h o title op1 n1on verifying 1he percentage of unleascd und1v1dcd 1n1crcs1 on the Leased Prem1sc.s 

(b) REil C nON O F P Yl\l U • I : If, dunng 1hc pnmary 1cnn, a pon,on of the land cov«ed by 1h,s lcase,s included w11h1n the boundancsofa pooled 
umt that has been approved by the School Land lloard and the owner of 1he soil in nccordancc wuh Natural Rcsourct5 Code Scc:11ons 52 IS t .52 I S4, or ,r. al any umc 
afler the expiration of the primary tern,, this lea.sc covers a lesser number of acres 1han the 101t1I amount described hcrem, payments that arc mad(: on I per acre b111s 
hereunder shall be reduced according 10 1hc number of acres pooled, released. surrendered, or 01hcrwisc SC\'ered. so that payments detennincd on a per acre bws under 
1he te.nns of 1h11 lease dunng the pnmary term shall be calculated based upon 1he number or aac.s out.side the boundancs of a pooled unit. or, 1f after the e'<p1ra11on of the 
pnmary term, the numbtr of acres actually reta ined and covered by this lusc 

2 1. LJEN: In accordance wuh N R C Section S2 136, 1hc State shall have a fi rst hen upon all Oil and Gas pJ<>duccd from 1he 11ea covered by this lcuc to secure payment 
of all unpaid royalry and other sum, of money 1ha1 may become due under tlus lcue Oy acccptance of th,s luse, Le.sec grants the S111c, ,n 1dd1uon 10 rhe hen provided 
by N R.C Secuon S2 136 and any other applicable ,1a1u1ory hrn, an cxprcu con1rac1ual hen on and ,ccunry 1n1crcs11n all leased minerals in and u1r11e1ed from rhe Luscd 
J>remiscs, all proceeds which may accrue 10 Lessee from the sale of such !cued minerals, "he1her such proceeds arc held by I csscc or by I third party, and all fixrurc.s on 
and improvements 10 1he Leased Prcn11SCJ used 111 connecuon ,,..1th the production or processing of such leased minerals an order to secure 1hc payment of 111 royalties or 
01hcr amounts due or 10 become due under this lusc and 10 secure P•>menr of any damagu or lou lha1 owner of the soil may suffer by reason of Lessee's breach of any 
covenant or condmon of th1s lease, whe1hcr express or 1mphcd This lease. when filed 1n 1hc real propcny rccord.s "here the leased Premises arc located, and for purposes 
ofpcrfccung owner of the soil's lien on and secunty 111tcrcst 1n all proceeds, shall consu1u1e a financing stalcmcnt under the TC!.'Cas Umfonn Commercial Code This hen 
and 5CCUnty 1ntcrc:s1 may be forcclo)C(I with or without coun proceedings 1n the manner provided 1n 11tle I, Chapter 9 of the rc.,as 8us1ne.s.s and Commerce Code Lcsscc 
ag1ce.s thac the GLO may require Lciscc 10 C.'<ccute and record such ,nstrument.s as may be reasonably necessary co 1ckno"'lcdge, attach or perfect this lien Less« hcrcb) 
represents that the.re arc no prior or supcnorlicns 1nimg from and relating to Lessee's 1cuv1ucs upon the abovc-dc:scnbcd property or from Lessee's acquisiuon oftlus lase 
Should the Gl O 11 any ume de1cm11nc thal th.is representation is nae. true, then the GLO may dccJare lhis ICMe forfnted as provided herein 

12. FORFEI I RE: If Lcsscc shall fail or refuse 10 make rhe paymcnr of any 5Um w11h1n 1hiny (30) days after II becomes due, or 1f Lusec or an au1horizc:d 1gcn1 should 
l.nowingly m11l.c any raJJe rerum or false repon conctrnmg producuon or dnlhng, or 1f Les.sec shall fail or refuse to drill any offset wdl or wells in good f111h as required 
by law and 1he rules and rcgula1ionJ adop1ed by lhc GLO, or ,f Lessee should f11l 10 file reporu in rhc maMcr required by law or fail 10 comply wuh rules and rcgulauon, 
promulgared by 1he GLO, 1he SLB or rhe Railroad Commis,,on, or refuse 1hc proper authonry access 10 the r«ordJ pcnaimng 10 operauons. or if Lessee or an authorized 
agcnl should knowingly fail or refuse 10 IP•• correct 1nform1uon 10 1he proper 1ulhon1y, or lnowinsJ> fail or refuse to fum1Jh 1he GLO a correc1 log of any "ell, or ,f Lessee 
$haJI knowangly violate any of the provisions of1h1s lease, or 1fth1s lease u as.signed 11nd the assignment 1s not filed in the GI.O a1 required by law. or if Les.sec shaJI f11t or 
,cf use 10 c.,ccu1c and file a 1clcasc u required under 1hu lcase and by GLO rules, the nghrs acquired undc:rthe cnurcry ofthis lC1JCsh1II besubJCCl 10 forfeirure by the GLO, 
and 11 shall forfcu samc when suffic,cn1ly informed of rhc faclJ which authonzc a forfe1rurc, and "hen forfcued 1hc area shall ag111n be subiccr 10 lease However, nodung 
herein shall be construed u \\&Jving the automauc termination of this lcaJC by opcnuon of law or by ruson of any special hmuation arising hcm.mde.r F'otfeirurcs may be 
sci 1S1de and th,s lease and all righlJ rhercundcr rc1nS1a1cd before the nghts of an01hcr inrcrvcnc upon sa11,fac1ory <' 1dcncc 10 the GI.O of future comphancc w11h 1hc 
provisions or the law and of dus lease and tJ1c rules and rcgul1t1on1 1hat may be adop1cd rd1111ve hereto Neither tcrminauon nor forfeiture of this lease shall have the effect 
of releasing Lessee from any llabiluy 1hcrc1of<M'c accrued in favor of the State 

23. APPLICA nu; LA\\ S M W IJ IU LLING 1H'.S11UCfl0 1' : Th,s lease shall be subject 10 all rules and rcgulauons, and amendments lherc10, promulga1cd by 1hc 
Railroad Commission and the GLO governing dnll1ng and produc111g opcrahoos on Sh'uc land (specifically including any rules promulga1ed that relate 10 payment of 
royalties, and oudmng procedures, and shall be :r.ubJCCI 10 all other vahd sunutcs, rules, regulauons. orders and ordina.nce.s that may affect opcrationJ under the provi~ons of 
rhis lcasc W11hou1 limiung rhc gencral11y of lhc foregoing. LcJsee hereby agree,, by the acccprancc of 1his lcuc, 10 be bound by and subicc110 all starurory and regula1ory 
provision, rdaung 10 lhc GLO's audu b1lhng nooce and aud11 hc&nngs procedures S11d s111u1cs arc cum:ndy found 11 N RC' Scct,ons S2 13S and S2 137 through 52 140 

14. llEMOVA I. OF EOUI PM £ r: SubJctt 10 hmuation.s 1n this sccuon, Lessee shall have the 11ght 10 remo,..e machinery and fixrurC1 placed by Le~scc on 1hc Leased 
J>rem1scs, 1ncludrng the right 10 draw and remove ca.sing. dunng or wnhrn SI\ (6) mon1h.s aner the C'l.:pmmon or the 1crmmauon of this lc:1J.C I lowc:ver, Le.s.sce may not 
remove ca.sins from any "ell capable of produang 011 and Gu ,n paying quanuucs Add111onally, Lcsscc may no, draw and remove ca.sing unul after 1h1ny (30) dais 
.... ,,ttcn notice 10 the GLO and to lhc ov.11cr of the soil lf L"'°" fails to remo\'C such machinery and fi'(turcs w1dun the alloued umc, then such machinery and li~rurc.s 
shall, 11t the clccuon or the owner olthc s0tl, c11hcr become the propeny of 1he owner of 1he soil or the owner of 1he soi l rnay have such machinery and fi11:tures rffl1o,.,.ed 
ot the sole e'(pcnse of Lessee No1w1thsurnding the forcgomg, 1f this leuc 1s forfeited or terminated for any reason, Lc.uce shall not remove 1he ca.sang or any equipment 
from rhc Lcued Premises unul "ells ha,e been plu!l&ed 10 rhe sausfacuon of1hc Railroad Comm,ss,on, all pllJ ha,c bttn properly filled and all debns has been rcmo-cd 
from the Leased PrenuSCJ. and owner of the soil hH provided """en appro,al ofall rcs1onmon 

25. FORCE 1\ 11\J EUllE: If. 1n the lll5t year of the pnmnry tcnn or thercaflcr, Lessee 1s prevented from con1ply111g with any c,press or implied covenant of this lease, from 
conducnng drilling operauons thereon, or from producing 011 and/or Gas rherefrom, 11\er cffon made 1n good faith, by reuon or war, rd>elhon, noo, s1nlcs, fires, acts of 
God or any order, rule or rcgutauon of governmental 1uthon1y, then wtulc so pre- enrcd. Lcsscc's obhgauon 10 comply "'th ruch cmcnant shall be suspended upon proper 
and satisfaaory proof prcscnred 10 the GIO (the GLO should be noc,ficd within fiflccn (IS) days of any force maicurc cvcn1) and accepred by 1hc GLO ,n support oft cssce's 
con1cn11on and Lessee shall nor be hable for damages for fa ilure 10 comply 1hcrcwi1h, and 1his lease shall be exrcndcd while and so long BJ Lessee is prcven1ed, by any such 
cauJc. from drilling. reworking operations or producing Oil and/or Gas from the Leased Prermsc.s Lessee agrees to immediately notify lhe GLO when the rea.son for force 
maJcure hH ce&Jtd NotY..1thsland1ng anything con tamed herein to the contnry, a "ell bcmg shuHn a, a re.suit of pipe.line disruptions that arc subJCCI to secuon 11 of this 
leuc docs nae. con.su1u1c an evcn1 of focce majeure, and Lessee·. obtigauons under this lease arc nae., fOJ that reason, C.'<cused pursuant 10 1h1s sc:c:non 2S 

26. LEASE Sf;CURITY: I cssccshall rokc the lughcsr degree of core nnd all proper safoguords 10 pro1ec1 said l c:Ascd Prcnuses and 10 prcvcn11hel\ orO,I, Gas, and orher 
hydrocarbon.s produced from u.id lease 1 his includes, but is no1 hmucd 10. the 1nstallauon of all necessary equipment. seals. locks. or ocher appropriate pro1ecuvc devices 
on or at all access pornlJ 11 1hc lease's producuon. gathcnng. and sroragc sysrcrns where 1hcfi of hydrocarbons can occur I cucc shall be hablc for 1he loss of any 
hydrocarbon• rcsulung from theft and shall pay the Gl,0 royalucs 1hc:reon as provided he,c1n on all 011, Gas or orhcr h)·drocarbons losr by reason of the!\ 

27. SUCCESSOR A o A IC S: The covcnantJ, condi1ions and ngrecn1cnt5 coiu11ncd herein shall C.'(tcnd to and be banding upon the heirs. executors, admmmrators, 
successors or u,,gns or Lenee herein 
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28. VENUE: TI1e o"'ncrof thc soil and Lessee, includ1n~ Lessee's successors and assigns. hereby agree that venue (or any dispute involving the GLO and ansing rut of a 
provision of this lcuc. whether express or implied. rcgard1ng, lntcrpt'ct11ion or this I cue. or rtlaung in any "tay to this lease or 10 applicable cue law, s11ru1cs, or 1dmm1strath·e 
ruJes. $hall be in a coun of compc1cn1jun.sd1cuon either 1n Travis County, Tc..'<H, or m the county where 1he Leased Premises arc located, at 1he opuon of the GLO 

29. 1..AN I) P ROTFX T ION 

Lessee agrcc:.s co pf'0\;1de at least SC\cn (7) days' prior notice to ownt'f or the soil before commcncmg any surface opcrauons on the Lcucd Prcrmsc,, such nouce 10 include 
location of opcn,tions nnd wooc to be performed 

(•) Upon wnttcn request of owner of the SOIi, l.cJs<e shall construct a fence around any dnll 11tc during dnlhng opcrooons, and ,r production 15 obtained. Lc$scc 
shall conshllct a fence around all production fac1hties capable ofrum,ng cattle and/or h,estocl Lc$scc agrees 10 ,nstall ptes at all fence crOlling, used by Lc$scc in 

connection "'"h opcraoons hereunder Should a cattle guard or guards be placed on the Luscd Premises by Lessee. then such cattle guard(s) shall be tel\ in place and 
become lhc property or owner of the soil aner the cxpinuion of tlus lcttsc 

(b) Lc$s<C shall not cut any c.~tcnor or boundary fence nor open any loclcJ ~tenor or boundaty gates of the Leased Prcm,tcs Mthout owner of the sool's pnor 
v.-nucn pemussion, \olr-fuch shall noc be unreasonably ,11,11hhcJd 

(c) No employee, rcprc.scnunivc, con1rac1or or any other person allowed by Lessee to come upon chc Leased Premises shall be pcmuucd 10 hunt. fish, trap, or camp 
on the l.ascd Premises, nor shall any such persons be pcnnotted to bring alcohohc bcvcroges or ,llcgal druss on to the Uascd Prcrmscs at any omc 

(d) All pus used by oron behalf of Lessee dunng dnlhng operations on the Leased Prcmisci shall be lined w11h an 1mpciv1ous ma1crial so that no nu1d1 may escape 
such pits Lessee and its assigns shall not lei any salt \Yater or any other dclc1cnous substance run on or over the Leased Prcm,sc.s, or let such Jubstan«s run 1010 owner of 
the soil"s stock tan ls or any creek, stream, river or other body of water, and absent owner of the soil's pnor wnncn consent 10 the contrary. Lessee shall not use &n) \,I, dis 
on the Leased Premises for sa.h water d1spo.W purpmes If owner of the soil elects to coru,cnt to the use of wells loca1cd on the t cued Premises for salt \loller disposal 
purposes. the parucs &hall enter m10 a scp.ar11c agrccmcn1 CO\'t:nng such disposal 

(e) Upon completion or aban_donmcnt of any well or wells, Lcssce shall fill and lc,·cl all slush pitJ and cellars and completely clean up the dnlhns site of all rubbish 
1!1crcon and restore the wrfacc to as near ,ts orig,na.J cond,11on and contoun as II procncablc: Lessee shall, ,-hitc conducting opcrouon, on the I-used Premises, ~ccp sa,d 
premises free oft.II rubbish, can.s. bonJcs, p1pcr cups or garbage Lessee shall mam1.a1n 1rash containers 11111 work sues dunn,g con.strucuon on 1hc Leased premises. such 
1rash contarncrs 10 be located ~t entrances 11nd ~1t.J on each side of the 1oad and near places of high acu,11y ranks and equipment will be kept p:unied and presentable 

(f)Whcn requested b> the owner of the soil. Le.sec shall bury 115 pipelines belo" plow depth 

(g) No dnll sue loca1101u, storage tonks, or ueauncnt faellitJcs shnll be cs1abhshcd \\'llhin three hundred feet (300') of any residence or barn now suuated on the Leased 
PrcmiSCl without O\'hltr of the \Oil's pnor wn11cn conJCnl Lessee shaJI conduct all dril ling and production opcra11ons cnurcly w1th1n each dnll s11c 'Inc owner of the SCH! 
shall have the right to parucipatc in the selcc:uon of the location of roadways to and from any dnll site on 11,c Lea>ed Prcmit<S and that pnor to beginning opcraoons 
hereunder, Lessee shall contact the owner of the soil for c.on.cnt u 101hc locauon of suc.h roadways. Y.h1ch con.sent \\-111 not be unreasonably '-'llhhcld 

30. DEFINITIONS: 

"'O I U" means llriush thermal u.rut, which ,s lhc qu,nuty of heat required 10 raise the 1empcB1urc or one.pound a1Jomlupo1s of pure water from S8 S 
degrees l·1hrcnhca1 f'• F'") 10 S9 s• 1-· An M~U3ru 1s one m1lhon ( t .000,000) Dri1ish 1.hcnnal una1s 

b ''Ory C:1.5'' means a Gas 1hat conuunJ lcn than or equal to seven (7) lbs of w11cr per million standud cubic fttt The volume of Gas, on a Dry Gas 
basis, shall be detcnmncd by mathema11cally removing the w111er vapor from Gas tha1 is ~mally or fully saturated \lollh \\'lier vapor 11 measurement 
conditions offlowmg pressure and 1cn1~raturc The IOtal fficrgy con1en1 of Gas shall be the product ofmuluplymg the volume or Gas, on a Dry Gas 
basis, tunes the healing value per unll volume. in Otu/SC F', on a Dry Gu buis, at 1he same base temperature and ba.se pressure 

''Cu" means methane and other Ga~s hydrocarbons, 1nclud1ng Gaseous combusuble. noncombusublc, and 1nen clements, compounds, componcntS 
or m1x1urc, thereof. and hqucfiable h)·drocarbons 1n the vapor stream Gas volumes shall be calcula1ed and rcponcd. at 1hc option of 1he GLO, m 
standard cubic feet (SCF), one thousand (1,000) standard cubic feet ofG>s (MSCF), or one m1ll1on(l,OOO,OOO) nandard cubic feet ofGas(MMSCF) 

d "Crou II rating Value or ll r u Conttnt .. means 1hc energy pa uni1 volume represented by the number ofBTUs produced by the complete combusuon 
of one standard cubic foot of Gu (c.,cluding hydrogen sulfide) at a tcmpcrnturc base of ""Y degrees (60" F) I ahrcnhell nnd pressure base of M 65 
pounds per square inch absolute 

•·Gross Product ion·· meant all Gu and nuids brought from underground up to and through the , .. 11 head, and includes (1) all hydrocarbons produced 
1n l1qu1d rorm as 011 or condensate at the ""ell head and also all condensate, d,sullatc, and any otherl1qu1d h)'drocarbons rcco,·ercd from 011, condensate, 
or Gas run through a separator or 01hcr cqu1pmc111 , (1i) all hydrocarbons and Gaseous substances noc in liquid form produced from any wel l, and (iii) 
n111u"I Guohnc or hquid hydrocarbons, carbon d1ox1de, carbon black, sulfur or any Other products produced or manufactured from any Gas or liquid 
Inc Gross Production volumes of 0,1, condensate, and Gu includes all sales, custody transfer d,spos,uons, and/or stored volumes and all non·salcs 
d1sposiuon volumes. 1nclud1ng but not l1m11ed to, lease u.sc.. foci, vent, flare, spills, uncon1rollcd rclcl.5cs, lhcO, and any other loss The Gross Produc11on 
of Gaseous hydrocarbons shall be adJu<ted and rcponcd 10 ~l\lllTUs 

" i\1af'kt l V:aluc" means the greatest of (i) the highest poslcd price. plw premium. 1f any, offered or paid for Oil, Gas, condcnsa1e. d1sull1tc, other 
hydrocarbons, or any Other Producu produced or manufactured rrom the Oil or Gas, of similar charactensucs and type in the general arta, (ii) the 
prcva1l10g mar~ct pncc thereof 10 the general area, (111) the proceeds of the sale thereof, or (iv) the h,ghcst voluc reasonably a\'ailablc to Usscc The 
proceeds of sale shall include the totaJ value accruing 10 the l.esscc from 1hc sale or use or the producoon, including proceeds and any other 1hmg of 
value rccetved by Lessee or the opcnuor 

g "~hrktt:ablc'" means that sufficient rnfras1rue1ure 1s m-place or installed 10 allow for the sale or dehv·cry of merchantable 011 and/or Gu m10 1he 
cus1ody ofan 1uthorl1..cd earner, receiving agency, or pany 

h ~Mcrch11n12blr:" means (1) with respect 10 Gu, a Gas that is commercially free of dust, sand, dirt, gum-fonmng conJUtuents, natural Gasoline, hqu1d 
hydrocarbons, w11cr, 1nens. and any other substances that may become separated from 1he Gas dunng handling thereof and may be mJurious 10 uul11y 
faciliucs, industrial, comme-rc1al, and/or rc,idcnu1l user1 that would cause the Oas to be unmarketable or require 1dd1uonal 1rcaung and/or processing 
to be ready for use and consumption (sale and use), and (ii) w11h respect to 011, a crude O,t. condcntatc, and other liquid hydrocarbon, recovered 1n 
liquid form from any hydrocarbon producuon (oil or Gas) produced on or from the Leased Prcm1111c.s that II su11able for normal refinery proccssinM, 
suffic1cn1Jy free of fmcign contaminants or chcm1cals, and mccu the appropriate pipeline or truck hilul spcoficauons for sediment and water 

"Nntun,I C os Liquids (NCL.t)" means those hydrocarbons liquefied, removed, recovered, or conden.<cd from notural Gnt at the surface ,n field 
production faciliucs IS 011 or condensa1c or m na1uraJ Gas processing plants IJ Oil or s1ab11ized condensate and IS raw mr\ liquids prior 10 scparauoo 
do\\'n 10 1hc1r base componcnu Natuial Gu liquids 1hat arc not recovered or removed as condensalc in plant systems located on or off the Leased 
Premises or in a Processing Plant cons 1st of' enhcr (i) Raw M1,c, or (Ii) componcm plant products cons1s11ng of merchantable and marketable commercial 
grades and/or blends of each of the md1v1dual components, afler fracuonauon, of ethane, propane, 1so.butanc. normal butane, and natural Gasoline 1h11 
include pcnurnc:s plus (1so-pcn11ne, normal pcntanc and hydrocarbon componentJ ofh1g,hcr molecular weight) 

.. Non- Prousnd C:u .. mans nll hydrocarbons and Ga.scous substances not defined as 011, th.at arc nOI processed m plan1 sys1ems located on orolTthc 
I.cued Premises or ma Processing Plant 10 remo\·c or C.'<tnct N11ural Gas L1qu1ds 10 produce a Pipc.linc•Quahty Natural Gas or Residue Gas (although 
the 1em1 includes such subsunces that have been removed from 1hc Gas that include, but arc not limned to, carbon dioxide, sulphur, water. or any other 
cooshtuent or component necessary 10 p1oducc • P1pehnc•Qual11y Natural Gu) 

"Oil" means all hydrocarbons produced in a hqu1d fonn at the mouth of the "ell and also all conden .. tc, d1St1llate and other hqu1d hydrocarbons 
recovered ,n liquid fonn from any hydrocarbon production (011 or Gas) produced on or from the Leased Premises when run through a scparotor or other 
equipment tha1 1s stored at pressures less than or equal to l S pounds per square inch gauge. and 1h1tt 1s not c..,tractcd in 1hc form or Raw M1'< m plan1 
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systems located on or off the Leased Premises or in a Processing Plant prior 10 fracuonation All Oil volumes shall be corTCCled from the meuuremcnt 
condiuon to rcpon the produced volume of Oi11n Stock Tnnk Barrels at Stock Tank Condmons per the applicable API MPMS s11rndards 

" Pipr:lint-Qualicy nlurnl Gru" m~n.s a natural Gas lha1 is merchantable and markc1ablc 1hat mce1.s an tnlcrs1atc or intrasta1e tnnsm1ssion company's 
minimum speci fi cations wuh respect to (i) delivery prcssurc,(ii) delivery temperature, (iii) 0111 contcn1, (iv) mcrcaptan sulfur, (v) 101al sulfur, (vi) 
moisture and/or water con1ent, (vii) cnrbon dioxide, (viii) o><ygen, (ix) 101al inerts (the 101111 combined cnrbon d1o><idc, helium, ni1rogcn, oxygen, nnd 
any other inen compound pcrcemngc by volume), (x) hydrocarbon dew poin1 lim11s, (xi) mcrchan1abi lity

1 
(xii) content of any liqui<ll at or 1mmedia1ely 

downstream of the delivery point into a pipeline, and (xiii) in1erchangeabihty with the typical compo5illon of the Gas m tJ,c pipeline with rcspcc.t to the 
following indices Wobbe Number, Lifiing Index, Flashback Index, and Yellow lip Ind« per AGA Oulleun No )6 

m .;Processed Gas" means nnn.m.11 Gu processed in a Processing PJ1n1(s) loca1ed on or off 1he Leased Premises \Yherc Gas is processed 10 remove or 
cxtme1 hquefiable hydrocarbons or Raw ~fo from the natural Gas stream to produce a P1pchnc-Quality Natural Gu or Rc.s,due Gu, NGLs, and other 
producu, and as u.scd herein includes the Residue Gu, lhc Raw ll.·fot (and rcsuhing NGLs), and other products 

··Procusing Pl:rnf ' means plant sys1cm'-, loetncd on or off the Leased Premises, that include a Gas proccssmg plant, natul'I.I Ga.sol me pl&nl, Gasoline 
plant. or other plant where raw unprocessed natural Gas is processed to remove or extract Raw Mi'< from the natural Gas stream to produce a P1pcline­
Ouahty Natural Gu or Residue Gas and other producu, and the Raw Mi~ 1s then either (i) separated by fract1onauon down 10 1t.s base components prior 
10 s1oragc and/or mrnspon thn1 meets orconfonns 10 all applicable Gas Processors 1-\ ssocin1 ion (GPA) S1t1ndards 11.nd/or Sp~cifica tions for 1hc commercial 
sale of each liqucfiable hydrocarbon product, or (ii) tmn.sported to another plant for separation down to 1tS base componcn1.s by fractionation prior to 
storage and/or 1ran1pon for 1he commcrciaJ sale of each liquefiable hydroarbon product Any deductions. cost.s, or processing f~ u.socia1ed with the 
removal or recovery of Natural Ga.s Liqu1d.s is strictly limited 10 only tha1 pan of any Processing Plant or facility where Raw Mlle: 1s recovered, and 1f 
applicable 01 that plnn1, also frnctionn1cd to 1heir component pon s 

o " Ila w Mis., means a m1 ~rurc of Natural Gas Liquids (NGl..s) that hH a. true vapor pressure greater than fifteen (15)pound.s per square inch gauge at 100 
degrees Fahrenheit C-F) prior to sepa~uon down to 11s base components by fractionation, typically consis1mg of a mix ture ofliqucfiable hydrocarbons, 
including but not lin11tcd to, the na1uml Gas liquids ethane, prop.inc, iso-bu1ane., nomu,I butane, and muurnl Gasoline that include pc.manes plus (iso­
pcntanc, nonnal penurne and hydrocarbon components of higher rnolceular weight) 

" lle::,dy for Sale :rnd Ust:" means the following 

For Oil: Oil that 1s merchantable and marketable and otherwise in a condition such that 1he 011 is su1111ble for transfer or 
ownership and ,1o1U be accepted by a purchaser under a sales con1rnct typical for 1hc field or area 

11 l;o-or 011-ProttsJcd G:u: A Pipchne..Quality Natuml Gu that is merehanrable and marketable and otherwise in I cond,uon 
JUitable for transfer of owncl"'!hip such that the na1ural Gas or other Gas product will be in terchangeable with and accep1ed by a 
pu~hascr under an in1crs1a1c a.net/or intrastate Gas ulcs coniract 1yp1cal for the field or arc., for use by an industrial, commercial, 
and/or residcn1inl user 

iii Por Residue G:u A P1 pclinc-Quahty Natural Gas n.t the tailgate of the only or las1 stage of Gas processing 10 remove Natural 
Chu Liquids that 1s merchanrable and marketable and otherwise in n condition su1tDble for 1ran5fcr or ownership such th11t 1hc 
natural Gus or 01hcr Gas product will be in1erchnngcable with and ncccpted by a purchaser under an interstate tmd/or 1n1rasta1e 
Ga.s sales conuact typical for the field or area for use by an industrial, commercial, and/or rcsidenual user 

iv For NMurnl Ga.s Liquids: (A) mcrchantoblc and mnrkc1ablc Raw Mix al the porn1 sold as such to a third party nt arms' length, 
or (D) merchon1ablc and mnrke1abl~ Natural Gu Liquids at the ta1l g.1ue ofa Processing Plant after fractionation that arc suitable 
for rran.sfcr of ownership that will be in1crchangcable wnh and accepted by a purchaser for sale or use by an industrial and/or 
commcrc11I user 

17or 01her Producu: Producl5 lha t arc in a condi1jon that will be acccplcd by a purchaser under a sales. contract typical for 
the field or area for use by an industrial or commerc1al user 

q " ll t.sidut: C :u " means (i) die mBterinl 1h111 remain.s aOer a scpnrnuon, treatment. or Gas conduioning process. and (i i) 1ht11 Gas rcnmming aficr the 
rcco.,,.cry of N,uuml Go.s LiquidJ to produce a Pipeline-Quality Natural Gas If the Ga.sis processed to remove llquefiablc hydrocarbon.sin a sc.ries or 
Processing Plants, then the Residue Ga.sis that Gas remaining aficr 1hc rcco,·ery ofNatuml Gas Liquids to produce a P1pchnc--Quality Natural Gas 11 

the Inst Processing Plan1 in the series 

.. tock T:rnk Dan-ti" means the volume ort iqu1d hydrOC4fbons that 1s cqu1valcm to the volume offony-two (42) US ga.Jlons at atmospheric pressure 
and 60 "F 

''Stock Tank Co1Hli1ion.s'' means a stock tank meeting all a1>plicable API spccificauons and rcqu.ircmen1s at ahllosphnic pressure .and 60• F 

31. DISCLO URE C L.AU E. All provis,ons pe11aining to lhe lea,e oflhc Leased Premise., have been included in thJS 1nsuumen1, 1nclud1ng the s1a1cmen1 of 1hc 1rue 
con.sidcmtion to be pnid for the execution of this lcn.sc and 1he rights and du1ics of the par1ics Any collateral agreements concerning 1hc dcvelopmen1 of Oil and Gas from 
the Leased Premises which arc not con1ained in 1h1s lcasc arc invo.lid 

32. f' IOUCIAltY D TY. The owner of1hc soil owes the Suue a fiduciary duty and mus1 full y disclose any facts affccung the Srn1e's interest in 1he Leased Premises 
When the interests of the owner of the soil conflict wi tJ11hose of 1he State, the owner of the soil is obligated to pu11he Sunc's m1creSLs before his persooal in1crcsts 

JJ. INUEMNITI'. l..cssec hereby releases 11nd discharges the S1ate or Texas and the O\\'ncr or the soil, their officers, employees, panncrs, agents, contractors, 
subcontractors, guests, 1nvi1ccs, and 1hc1r respective successors and a.ss1gns, of and from all and any nc1ions 11nd CAuscs of ac1ion or every nature, or other ham1, including 
environmental hann, for which recovery of damngcs is sought, mcluding. but no1 limited to, all losses and expenses which arc caused by the activities of Lmcc, its 
officers, employees, and agents arising out of, 111cidcntal to, or re.suiting from, the opcrauon.s of or for Lessee on the Leased Premises hereunder, or thar may ansc out or 
or be occasioned by Lessee's breach of any of the terms or provisions of this lease. or by any 01hcr negligent or s1rictly liable act or onussion of Lessee Fun her, Lessee 
hereby agrees 10 be liable for, cxonemle, indcmmfy, defend and hold harmless die S1111e of Tc"<OS and 1hc owner of lhe soil , the ir onicers, employus and agents, their 
successors or assigns, against any and all claims, liabilities. losses, damages, actions, personal injury (including death), costs and C"<pcnscs, or other hann for which 
recovery of damage, is sought, under any theory including tort, contrac t, or strict hab1lity, including anomeys' fees and other legal expenses. including those rcla1ed co 
cnvironmcn1al hazard.s. on the Leased Premises or many way related 10 Lessee's failure 10 comply with any and all environmental lai ws, 1hosc 11nsing from or m i,ny way 
rela1ed 10 Lessee's ope.rations or any 01hcr of Lessee's acuviues on 1hc Leased Premises, those arising from Lessee's use of 1hc surface of the Leased Premises, and those 
that may arise ou1 of or be occasioned by Lessee's breach of any of the terms or provisiOM of this lease or any other act or omission of Les.sec, its directors.. officers, 
employees, panncrs, agents. coniractors, subcontractors. guests, invitees. and 1heir respective successor, and assigns Each assignee of 1his lease, or an interest therein, 
agrees to be liable for, cxoncrnte, indemnify, defend nnd hold harmless 1hc S10.tc of Texas and 1he owner or 1hc soil, 1hcir offi cers, employees, and agen1s in 1hc same 
manner prov ided nbovc in connection w11h the activities of Lessee, iu officers, employees, and agents as described above. EXCEPT AS OTII Ell\V I •: £XPRESSLY 
LIMITED II EREI , ALL OF T II E INDE~I ITV 081, IGATION A DIOR l.lA ll l l.lTIE A UMED U DER fll E 1 ER~I OF T ill AGRE[~I ENT 
llALL Ot: WITIIOIJT LIM IT AND WITIIOUT REGARD TO TIH: CAUSE OR CAUSES T II EREOF (EXCL DING PRE-EXISTING CO ' Drf10 NS). 

STRIC I" LIAIJI LITY, O il THE NEGI..IGE Cf: or ANY PAll"I Y OR l'ARTO; s ( INCLUDU'IG T t11: EGLIG ENCE OF TIIE INDl'.MNIFl t D PARTY). 
w m :TllER UCII EGL.ICE CE rn; sou:. JOI T. CONCURRE T. ACTIVE. OR PA S1V1: . 

J -1. t:NVIRONMEN'rAI .. 111\ ZA RO • l ... esscc shall use 1hc highest degree of c.:ire and all reasonable safeguards to prevent contammnuon or pollution of any 
environmental mcdiurn, includmg soil, surface waters, groundwa1cr, sedimen1s, a:nd surface or subsurface s1mta, ambient air or any other envi ronmental medium 111, on, 
or under, the Leased Premises, by any waste, pollulant., or contam111ant Lessee shall not bring or permit to remain on the Leased Prcrmscs any asbestos containing 
m111criaJs, c:<plosivcs. toxic m111erials, or subsianccs regulated a.s huardous wastes, hazardous ma1erials, huardous subst11nces (as the 1erm "Jlu.ardous Substance" is 
defined in the Comprehensive E.nvironmen1al Response, Compensa11on and Liability Act (CERCI...A), 42 USC Scc1ions 9601, ct seq), or to~ic subStnnces under Any 
fcdernl, s1atc, or local low or regulation ("1 lazardous Materials"), e~ccpt ordinary producu commonly used in connccuon w; th Oil and Gas cxplora1ion and development 
opc:rationsand storcd in the usual manner and quantiucs LES EE' VIOLATION OFT II E fOIIEGO ING PROll llllTlON IIALI. CON TITUTE A MATEIIIA L 
ll l1EACII A D DEFAULT II E11 EU DER A, I) LES El; IIALL INDE1\ I IFY, IIOLD IIAR~I LE A ' D DEFEND THE STATE OF T EXA 1\ ND TII E 
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OWNf: R 01' 1 II E OIL PRO,\ I AND AGA INST A ' Y CLAIM . DAMAGES, J DC~l E ·1 , PENALTIES, LIAUILrrl E , AND C O TS (INCLUDING 
llEAS0NA Dl, E ATTORNEYS' FEES AND COU RT COSTS) CAU ED UY OR A lli ING OUT 0 1' ( 1) A VIOLATION OF T II E FOREGOING 
P ROII III ITIO OR (2) T II E PRE ENCE, RELEA E, OR DIS PO AL OF ANY 111\ ZA RDOU MA TERIALS ON, UNDER. OR ABOUT THE LEA ED 
PllE~II t:s O RI G LES E t: ·s OCCUPANCY OR co 'TROL OP T II E LEAS ED PRE~II E . u: t: E S IIALL CLEA P, REMOVE, R E~IEDY AND 
il£PAIR ANY OIL OR G RO UND WATER C ONTA ~HNATION AND DAMAGE CAUS ED llY T II E PRE ENCt: Oil llELEASE OF MN IIAZA RDO US 
1\IATf: R IA I.S IN, ON, U DEil , OR AIJOUT T II E tEA ED 1'1tt; ~11 E DURING U :SSEE' OCCUPANCY 01' T II E I.EA l':ll Plll:M1SE IN 
CONF'ORMA 'CE W IT II T II E Rt: QU IREMt: NT OF A l' l'LICA IJLE LAW. TIii INDE~INIFICATION A DA SUMPTION S UALL APPLY, BUT I 
'OT Ll1\ IITEDTO, LIAOIL ITY FOR R ESPON EAC110N UN DERTAKEN PUR UANTTO CERCl.A OR ANV O' rtlER E VIRON IENTAL LA W OR 

llECULATION. L ESSEE SIIALI. IMMEDIATELY G IVE ·11 11: STATE or TEXAS AND T II E ow ER OF T II E SO IL WR ITTEN 'OTICE OF ANY 
IJREA C II O il SU 1'£C1' ED llllEACII OPTI I IS PAllAGllA l' II , UPON LEARNING O PTII E l'llESENCE OF A Y IIA7, A llDO U MATERIALS, OR UPON 
R ECt: tVING A 'OTICE FllO~I ANY COVEllNME 'TAL ;\ G t:NCY PERT;\INI G TO IIAZARDOU ,\ IATER l, \ l WI IIC II MAY A FFECT TII E 
LEASED PREM I E . T ll E OIJLIGATION 011 LE E E II EflEU DER SIIA LL SURVIVE T ll EE,'( Pl RATION OR EA ll LI ER TER~l lNATIO N, FOR ANY 
REASON.OF TI IIS U ; A E. 

35. E..XEC UTION: This lease musi be signed and ac~nowlcdgcd by 1hc Lessee before it 1s filed of record in the county records and in 1hc GLO 

36. LEA E l'I U NG: PurS1Jan1 to Chnpter9 of the Tex Dus & Com Code, thos ltll5C muSl be filed of re<ord in the office of the County Cieri. in any county in which all 
or any pan of the Lcucd Premises is located, and ccrt1ficd copies thereof muss be tiled in the GLO This lease 1s n<>1 dTCQi\'c unul a ccmficd copy of this lease (Lha1 1s 
made and ccnificd by the County Clerk from his records) is filed in 1he GLO rn accordance with Tc-..:as Natural Resources Code Sec 52 183 Addiuonally, 1his lease shall 
not be binding upon Lhc Stn1c unlc:Js 11 recites the actual nnd true consideration paid or promised for C.'<ccution of this lca.sc The bonu.i due the GLO and the prcscnbcd 
filing fee shall accomP"ny the ccnified copies sen, to the GLO 

LESSEE: 

A11!rn1ic ltcsourct.J II lutrrr.n s LLC 

o~~~~~~~~ 
NA,\IE: Vo~,I ~k~ 
TITLE:~Gf. Z.r.udlltt 
DATE: -----'? "---_"'_.,::___..._,_ ____ _ 

OWN t: R O P Tilt: OIL: 

lllnkt Oil ... ~ Gn.J Corpor:i1ion. lnd ividu :. lly nnd :u 
ngcnt for 1hc uuc or Te1:u 

OY:~kef~ 
Ari. IE: Carol J o Ul:ake 

T ITL£: Pttsidenl 

True & Correct Copy of a 
document on file at 
Reeves County Texas, 

••• • • • •• • 
• 

• • •••••• • 
• 

• • •••••• • 
••• • • • •• 

Dianne 0. Florez, County Clerk 
Page q of 12, 



STATE OF ~T=E~X~A~S _ ____ _ _ _ (CORPORATION ACKNOWLEDGMl,NT) 

COUNTY OF ~M=l~D~L~A~N~D~-----

""°'"MC'~""''~~- .. , ,oo,,. ~ ,,,,4, '"'~""'""~ ~f.e~~ ---__ --­
lno\"n 10 fflC 10 be the pcrwn whose nnmc IS subscnbcd 10 the foregoing lMlfUm CntS ~.L.. ~ r----------
Of A1lnn1ic Resource"' II ln1cres15 LLC and aclnonlcdged to me that he 

C"CCCUtcd the same for the purposes and considcrnuon therein e, prcsscd, ,n 1he capacity stared, and as the act nnd deed of stud hm11cd liabi111y com1>nny 

G,vcn under my hand ftlld scol of office this the 1.f.h. dny of ____:J"~ { 2~{] 

,,,,,,iii,,, JEROD R. PADGETT I ~ Q, ~-.----:~-~--
fl ~~·f~ Notary Public. State of Texas j N~ary l'ubh: i~ = - - ~I0sa-~ 
-:.~· .. )J:li'S;.:;,~ Comm. Expires 03-01-2021 
',1'1:·· . •' ''<,""r '° ',,,f,8~

1
;,,,,' Notary ID 131026209 

STATE OF ~TE=·=X~A=S _______ _ (CORPORA 110 ACKNOWLEDGMENT) 

COUNTY OF MIDLAND 

BEFORE M E, 1he undcr,igned authority, on tins day personally oppcared .,,Ceear= I J,,o'-'O'-'l"'nk,,c~-------- - - - ------- ­

kno\vn to me 10 be the person whose name is subscnbed to the forcg0tng mstrumcms Ill ,_P.,,re"'s,"'d<'-'n"-t -------------------- ­

of Olakc Oil & Gas Corporation and aclnowlcdgcd to me tha1 he 

cxec.uicd 1he same ro, the purposes and con.sidcra11on therein e:.1<presscd, in the capa.cuy stated, and as the ac1 and deed of said corporation 

G,ven under my hand and seal of offic< th,s the ~ day of --U '-'--'-'~ "'\----~ 

ROCIO R. ACOSTA 
MY COMMISSION EXPIRES 

November 10, 2018 

10 
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ADD EN D MI 

Allachcd 10 and Made a Pan of Oil and Gas Lease dated June 30, 2017, 
From 1he Stale of Texas, ac1ing by and 1hrough its agent, Olakc O il & Gas Corpora1ion, 

as 1he Owner of 1he Soil, 10 A1lan1ic Resources II Interests LLC, as Lessee 

The printed lease form 10 which this addendum is allached coniains printed Paragraphs I through 36. The provisions set forth below, including Paragraphs 
37 through 44, arc made a part of the printed lease form, as though originally contained therein. In the even! ofa connict between any of the provisions of Paragraphs I 
through 36 and any o f the provisions contained in th is addendum, the conflicting provision of this addendum shall prevai l. The 1em1 "this lease," whclher appearing in 
the printed lease form or this addendum, shall mean the agreemenl conwined in 1he prin1ed lease form, ns amended, supplemented und superseded by 1his addendum. 

37. The 1cnn "Actual Dr illing" will be defined as having a rig on locaiion (and drilling operations underway) 1hat 1s capable of dri ll ing lo the permillcd 
total depth, which must be within a fonnat ion reasonably believed 10 contain commercially recoverable deposits o f oil and/or gas 

38. Afler lhc expiralion o f the primary tenn and/ or the extended tenn, whichever 1s later, this Oil, Gas and Mineral Lease shall be construed 10 be a 
separate lease as 10 each separate production uni t. 

39. No water may be used without the wrinen consent of the owner of the soil , wh ich 111ay be denied for any reason. 

40. Unless 01herwise agreed by the owner of 1he soil, acting as agent on behalf of 1he Sime of Texas, in writ ing and in advance, Lessee shall be prohib i1ccl 
from disposing of sail water on the leased premises. Disposal of any such salt waler or the removal of sail water from the leased premises shall be accomplished in strict 
compliance with the rules and regulations of 1he RRC and any other govcm mental agency having jurisdiction thereof. 

therewith: 
41. Well Information. Lessee shall furnish owner of the soil with the following, upon request. related to Wells operated by Lessee on the Lands or lands pooled 

(a) Plats or maps showing the location of the well and all forms filed with the appropriate state governmental authority, 

(b) Daily drilling and completion reports, and mud log if a mud log is run in such well; 

(c) The details of any dnllstem tests taken m said well and the final resulls of any core analysis or analyses which are run on cores taken while drilling said 
well; 

(d) Upon completion of any drilling or reworking operation, copies of all production and testing reports and logs run In such well. 

A ll said infonnation will be furnished in a 1imcly manner 10 the Owner of 1he Soil at 1he above address or e-mail ( jack.blake(l_1l11av1gatonx.com and 
rlcader0Jnavigmonx.eom ) . Contact in formation is subject 10 change. 

42. The owner of the soi l makes no warranty of t itle 10 the leased premises, either express or implied. 

43. As an additional cash bonus due and payable as and when drill ing operat ions, construction, pipel ine installa1ion and other surface operations are 
conducted, any operat ions conducted on the surface of the premises.related 10 th is lease, shall be subj ect to payment by Lessee for all of the l)1ies ofopera1ions and in 
the payment amounts and terms as set out in the 1hen current University o f Texas System Rate and Damage Schedule promulgated by University Lands Surface and 
Mineral ln1crcsts, and/or by the Board of Regents of the University of Texas System, applicable lo oil and gas operations on lands owned by the Stale of Texas and 
subject to lease by the Board for Lease of University Lands. Sucl1 payments shall be made 1/2 directly 10 the owner o f the soi l and a l i ke amoun1 paid or tendered to the 

Commissioner of the General Land Office of the State of Texas, al Austin, Texas. 

44. The provisions of lhis lease shall inure 10 1he benefit of and be binding upon the owner of the soil, the Staie of Texas, and Le see, and their respect ive 
heirs, successors, assigns, representat ives, directors, principals, agents, employees, co111raetors and subcontractors 

SIGNED FOR IDENTIFlCATION: 

By: $/avfft/C. ?a,/0(,f~ ff z;,,1e~_/1~ 

L~ 

7-Put~ %tlb 
T ITLE: tJ'/(L. ~.>~l_ 

OY: 

DATE: ~4, 
16 
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I , 

OWNER OFTIIESO IL 

BLAKE OIL & GA CORPORATION 

Indi vidually and as agent for the tate ofTexa 

By: Carol Jo Blake (prin ted name) 

Title: Pre ident 

Date. June 30, 2017 

17 

STATE OF TEXAS 

Individuall y and a. agent for the tate ofTexa 

By: ----------- (pri nted name) 

Tit le: -----------

Date: _________ _ 

tnst No. 17 -12205 
DIANNE 0. f l 0 RE1 
COUNTI CLERK 

••• • • • •• • 
• 

• • •••••• • 
• 

l ···:· 
• •• • • • •• 

2017 Jul 21 at 11 :32 AM 
qEEVi::c crn 1tFY, ~AS 

By:MS .:;;r,;r;~~EPUTY 

True & Correct Copy of a 
doctLnent on file at 
Reeves County Texas, 

· Dianne 0 . Florez. County Clerk 
Page I 0 of _J.iL. 
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THE KEY TO DOCUMENT SECURITY • HEAT ACTIVATED THUMB PRINT • ADDITIONAL SECURITY FEATURES INCLUDED • SEE BACK O D 

I I • 
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' Atlantic Resources II Interests LLC 
P.O. Box 3759 

JPMorganllsl Jn6. J.J.i 1 0 0 7 0 5 8 
Midland, TX 79702 

Dallas, Texas 
32-61/111 o 7058 

PAY One hundred twelve thousand six hundred twenty-five dollars and no cents 
TO THE 
ORDER OF 

Texas General Land Office 
1700 N. Congress Avenue 
Austin, TX 78701 

Atlantic Resources II Interests LLC - P.O. Box 3759 - Midland, TX 79702 .. 
: ~ •• To: Texas General Land Office 

• 1700 N. Congress Avenue 
• : • • • Austin, TX 78701 

. .. -~~~~~~~~~~~~~~ 
• • Invoice# I Invoice Amt 

' • • .. 07/06/2017 11 2,625.00 
• : • • •: Lease Bonus 

~ , Blake Oil & Gas - Sec. 1 
Centennial . . . 

: •••• The East 100.00 Acres of the SE/4 of Section 
1, Block 59, PSL Survey, 
Reeves County, TX 
Net Acres - 12.50 

Vendor Code 
TEX160 

DATE 

07/10/2017 

Check Date 
07/10/2017 

AMOUNT 
$**11 2,625.00* 

Check Amount 
$112,625.00 

,, 
Authorized Signature 

007058 
Check Number 

1075-7058 

"' 



.. 
• • • • •• 

• •• ••• • • • 
• 

• • • • • • . . . 
• •••••• . . 

• 
•• • • .... 

PO Box 3759 
Mid land, TX 79702 

Ju ly 11 , 20 17 

Mr. Drew Reid 

300 North Marienfeld, Suite 600 
Midland, Texas 79701 

Certifi ed Mail - 7016-3010-0000-0733-0153 

Texas General Land Office 
1700 r. Congress Avenue. Room 600 
Austin , TX 78701- 1495 

P 432.683.3272 
F 432 .683.3244 

RE: East 100.00 acres of the SE/4 of Section I, Block 59, Public School Land Survey, 
A-5442, Reeves County, Texas 

Dear Mr. Reid: 

Enclosed is Check o. 7058 in the amount of $ 11 2.625.00 [or the late of Texa · share 
of the bonus considerat ion fo r the fo llowing Oil & Gas Leases covering the re ferenced 
Lands: 

That certain Oil & Gas Lease by and between the State of Texas, acting by and through 
its agent , Blake Oi l & Gas Corporation, and Atlantic Resources 11 lnterests LLC. 

This lease covers a total of 25 .00 net acres, and the terms are $9,000.00/ac Bonus 
Consideration, 3 Year Primary Term and I /4111 Roya lty. 

The fu lly executed original lease has been sent to Reeves Country, Texas to be filed of 
record and a copy of the recorded lease wi ll be sent to you when it becomes availab le. 
Please assign a Mineral File number and furn ish Atl an tic with same at your earl iest 
conve111ence. 

Feel free to let me know if you have any questions or require fu rther info rmation. 

Sincerely, 

OURCES HOLDrNG CO., LLC 
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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 LEASES 
flLEO Fon RFCORD 

!1EE\/ES, COUji~n·, TD;:;-,s 
Aug Ot{, 2017 at 01 :4G:1JU i-'M 

STATE OF TEXAS 

COUNTY OF REEVES 

§ 
§ 
§ 

This Release of Oil and Gas Leases (this "Release ") is made effective as of July 20, 2017 (the 
"Effective Date") by Atlantic Resources II Interests LLC ("Lessee"), wbose address is 600 N. 
Marienfeld, Ste. 1000, Midland, Texas 79701 to the State of Texas, acting by and through its 
agent, LAJ Corporation (collectively, "Lessors"), whose addresses can be found in the leases 
referenced below. 

NOTICE IS HEREBY TAKEN OF THE FOLLOWING: 

1. WHEREAS, Lessee is the current owner of record of the following Oil and Gas Leases 
(the "Leases") covering those lands described below (the "Lands"): 

a. Oil and Gas Lease dated August 22, 20 14, between the State of Texas, acting by and 
through its agent, LAJ Corporation, as Lessor, and Si lvcrback Exploration, LLC, as 
Lessee, recorded in Volume 11 38, Page 413 of the Official Public Records of Reeves 
County, Texas, covering the East l 00 acres of the SE/4 of Section I, Block 59, PSL 
Survey, Reeves County, Texas, containing l 00.00 acres, more or less; 

b. Oil and Gas Lease dated August 22, 2014, between the State of Texas, acting by and 
through its agent, LAJ Corporation, as Lessor, and Silverback Exploration, LLC, as 
Lessee, recorded in Volume 11 38, Page 457 of the Official Public Records of Reeves 
County, Texas, covering E/2NE/4 of Section 12, Block 59, PSL Survey, Reeves 
County, Texas, containing 80.00 acres, more or less. 

2. WHEREAS, ,Lessee desires to release of record all right, ti tle, and interest in the Leases 
as to all depths. 

3. WHEREAS, Lessor and Lessee have executed, and will be filing of record after this 
instrument, one ( 1) new oil and gas lease effective as of July 2 1, 20 17 (the "New Lease"), 
covering the Lands. This Release is not intended to release and shall not be construed to 
release any interest in the New Lease. 

NOW THEREFORE, for Ten Dollars ($10.00) and other good and valuable consideration, the 
receipt and sufficiency of which is hereby acknowledged, Lessee does hereby rel inquish, release, 

1 

True & Correct Copy of a 
, !ocument on file at 
kecves County Texas, 
Dianne 0 . Florez, County Clerk 
Page 2., of 1.. 



.. 

and surrender, to the present owners of the mineral estate, all of Lessee's right, title and interest 
in and to the Leases. 

This Release is not intended to release and does not release any interest in the New Lease. 

This Release is signed by Lessee as of the date of the acknowledgment below, but is effective 
for all purposes as of the Effective Date. 

STATE OF TEXAS 

COUNTY OF MIDLAND 

LESSEE: · 

ATLANTIC RESOURCES II INTERESTS LLC 

§ 
§ 
§ 

The foregoing instrument was acknowledged before me this 2/Y- day of July, 2017, by R.A. 
Jennings, as Chief Executive Officer of Atlantic Resources II Interests LLC, on behalf of said 
company. 

,,,~~~'/!;1
1, JEROD R. PADGETT 

~" ••• •• '$_ ....... 

[f:* ';<1:'1 Notary Public, State of Texas 

-:;.3~/ ... ,)l.f Comm . Expires 03-01-2021 
',,,,~:,,,,,, Notary ID 131026209 

• 

-

Notary Publi 
My Commission expires: ______ _ 

2 

True & Correct Copy of a 
.~ncument on file at 
Reeves County Texas, 
Dianne 0. Florez, County Clerk 
Page 2.. of ~ 



/ f 
I 

'-/ 
-J-
-j-
{'() 

q 
I J a/~ .c

 
V

, 

::l 

~, I: 
~
 

~ 
r:C 

~
 

I .. B -
(

"'I 
~
 

V
 

}. 
I 

=
 

.., 
~
 

·: 
, 8 

£ 

T
H

F
 S

T
A

T
E

 O
F

 T
E

X
A

S
 

C
O

lfl'IT
Y

 0
1' R

E
l.:V

E
S 

I, D
ian

n
e 0

. F
lo

rez, C
lcrlc o

f th
e

 C
o

u
n

ty
 C

o
u

rt In en
d

 
foe said C

o
u

n
ty

 UJ1d S
tate,d

o
 h

ereb
y

 certify
 th

at th
e forcgo

u
,a is a tru

e aad
 co

rrect co
p

y
 o

f 

·~
 c,. \ 3f;:\µS 

l;~ 
d

u
,d

 
)u

t,3 ?-ft 2.Q
r::l 

, 
filed

 for reco
rd in m

y
 o

ffice /k,
8

 ~
 

d
ay

 o
f 

A
,b.'fl • ') \:: 

llt 

l..Y
JLf M

, u
n

~
 C

leric's F
ile N

o
. 

I J -
\ '3 l, 't 5 

• to
 b

e .....-c
t in

 lb
e 

O
~

b
 c rd

 
R

io
 l; <.._----'-'#q'-'-'"-c ...... • ).._.1c

\..__ _
_

_
_

_ 
_ 

R
eco

rd
s o

f R
eev

es C
o

u
n

ty, T
ex

u
. 

~
 

T
O

 C
C

!R
T

I F
Y

 W
H

 !C
H

, W
itn

ess m
y

 U
N

9 a
d

 offlcia1 w
l • Paool. T

r
m

 
thia 

Q
 ~
 

d
ay

 o
f 

9:u ~ I\ ?>1: 
, 20...11-... 

B
y

 
~

R
aii?5 

-· .... 
X

 
'"

 
,D

ep
u

ty. 
&

J~
N

I! u
. !'LO

R
.B

Z, CXNNTY CLEiuC 
JU

iE
V

E
S

 C
O

U
N

I'Y
. m

x
A

I 

... 



December 6, 20 17 

TEXAS GENERAL LAND OFF I C E 
GEORGE P. B US H . COMM ISSIONER 

Mary Quintana, Sr. Lease/Div Order Analyst 
Atl an tic Resources Company, LLC 
300 North Marienfe ld Ste 600 
Midland. Texas 7970 I 

RE: Ass ignment ID I 0475 - MF l 17344 E & MF ! 17348 E 
Reeves County 

Dear Ms. Quintana: 

The General Land Offi ce received the fo llowing instru ment and has filed it in the appropriate 
fil es. 

Assignment and Bill of Sale, effecti ve Apri l 6, 20 17 from Atlan ti c Resources I1 Interests 
LLC, As ignor to orth Reeves Development LLC, Ass ignee. Fi led fo r record under Doc 
# 17-1 328 1 

Filing fees in the amount of $50.00 were received on the referenced assignment. 

Please feel free to contact me at (5 12) 463-5407 or emai I carl. bonn(ci),glo. texas.gov if you have 
further question . 

Best regards, 

Carl Bonn, CPL 
Mineral Leasing - Energy Resources 

1700 North ongre s /\ venue. Austin. Texas 78701 -1 495 
P.O. Box 12873, Austin. Texas 78711-2873 

5 12--1 63-500 I glo.texas.gov 



This document prepared by, and when recorded return to: 

K irkland & Elli s LLP 
609 Main lreet 
Houston, TX 77002 
Attention: Rahul Vashi 
Telephone: 7 l 3-836-3639 
Fax: 7 J 3-836-360 I 

Doc# ~0000004215 
, 7-13281 

FllEO FOR RECORO 
REEVES COUNTY TEXAS 

Aug 08, 2017 at 12:10;00 PM 

To )Oi' 7.2 
!UF I I 7 3 'ftr E 

1v1 F I t 1 3 tt-Y £ 

A IGNMENT AND BJLL OF SALE 

This Ass ignment and Bi ll of ale (thi s ·'Ass ignment") from \ Lian tic Re::.uurcc I I 
Interests LLC, a Delaware limited liab ili ty company wiU1 an add ress at 300 . Marienfe ld Street, 2_-.!:,'- ~D 

uite # J 000, Midland, Texas 79701 (Lhe "Assignor"), to onh Ree-vi..: Oc elopn1cnt LLC, a 
Delawa re limited liabi li ty company with an address at P.O. Box 845. 'ew York, Y IO 150 (Lhe 
· Ass ignee") i executed on Lhe dates set forth in Lhe respective notary certi rt cations below, but 
effective fo r a ll purposes as to each of the Properties or Assets, as of 12:01 a.m. in llouston, 
Texas on the date set forth for such Property or A set as indicated on Exhibit A (the ··Effective 
Date'"). 

RECITAL 

WHEREA , Ass ignor owns in terests in and to certain oi l and gas other as ets as more 
specificall y set forth herein; and 

W f-TEREA , pursuant to Article XVI.CC of that certain Joint Operating Agreement by 
and among Assignor, Assignee, Atlantic Resources Company, LLC and Atlantic Resources 
Holding Co. LLC, dated as of pril 6, 2017. as amended from time to time (the ··JOA"), 
Ass ignor has agreed to assign to Assignee certai n undivided interests in and to the As ets (as 
here inafter defined). 

A l GNMENT 

ection 1. Assignment. OW Tf·fEREFOR.E, Ass ignor, for and in consideration of 
the sum of Ten Doi lars ($ 10) cash in hand paid and other good and val uablc consideration, the 
receipt and suffi ciency of wh ich is hereby acknowledged, hereby GRA TS, BARGA] 

ELL , AND CONVEYS, and by these pre ents has GRANTED, BARGAI ED, OLD, AND 
CO VEYED unto ssignee (l) an undiv ided twenty-rive percent (25%) of Assignor's ri ght, 
title, and interest in and to the assets descri bed in paragraph (a) through (h) of this ection l and 
(2) all of As ignor' s ri ght, tit le and interest in and to the assels described in paragraph (i) of this 

ection l (U1e 'AsseLs"): 

(a) the oil and gas leases, o il , gas, and mineral leases and subleases, carried 
interests, operating ri ghts, and record title interests described on Ex.hi bit A-1 , and , without 
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lim iting the forego in g, a ll ( i) rights, privileges, benefi ts and pow ers confe rred upon Lhe ho lder o f 
such leases and inte reslS with respect to the use and occupation of the lands covered there by; ( ii ) 
royalties, overriding roya lty interests, nonpa rtic ipating roya lties, rcvcrs iona1y intereslS, carried 
inte rests options, converti ble interes ts, ne t p rofi ts interests, payments out o f production, 
co ntractua l rights to production, fa rmout rights, a nd OLher s imila r rights, propert ies and ime rests 
to c rude oi l, gas , casinghead gas, condensate, natural gas liqu ids, and othe r gaseous or liqu id 
hydrocarbons (inc luding ethane, propa ne, iso-butane, nor-butane, gasoline and scrubber liqu ids) 
of any type and chem ica l composition ( the ··J-:f ydrocarbons"l produced or in place and any other 
interests in the lands descri bed on Exhi bit A-1 ; and (iii) tenements, hered itaments, and 
appurtenances belonging to such leases and such pooled areas o r un its and other rights (of 
whatever character, whether legal or equi Lab le, vested or co ntingent, and whether or not the same 
a re exp ired or termina ted) in and to the l lydroca rbon in , on, unde r, and that may be produced 
from, the lands descri bed on Exhibit A- 1 (such undiv ided twenty- fi ve percent (25%) interest, 
collective ly, the "Lease "); 

(b) any and a ll Hydroca rbon, water, CO2, or injection or d isposa l well s 
located on the Leases or on lands poo led communi tized, or uni tized therewith, inc lud ing the 
interests in the wells shown on Ex hibit A-2, in each case, whe the r producing , non-p roducing, 
permanently or temporarily p lugged and abandoned, and whethe r or not fu lly descri bed on an y 
Exhibit A-2 (such undiv ided twenty-five percent (25%) interest, Lhc ·'Wells"); 

(c) a ll pooled, communi tized, o r unitized ac reage wh ich inc ludes a ll or part of 
any Leases, and all tenements, hercd itam cnts, and ap purtenances belong ing thereto (such 
undiv ided twenty-fi ve percent (25%) interest, the '·Units' and, togethe r with the Wells and 
Leases, the '·Properties"); 

(d) a ll currently ex is ting contracts, agreement , and instruments perta in ing to 
the other Assets (to the extent applica ble to the other Assets), inc lud ing unitization, poo li ng, and 
communitizati on ag reements; dec larati on and orders; area of m utua l in terest agreements; farm in 
and fa rmout agreements; opera ting agreements; explorat io n agreements: j oint venture 
agreements; pa rtic ipation agreements; deve lopment agreements; exchange agreements; purchase 
and sale ag reements and oth er contracts in which Assignor acquired interests in any othe r Asset; 
compressor agreements· ga the ring agreements; agreements fo r the sa le and purchase o f 
Hyd rocarbons from the As ets· disposa l agreements; transportation ag reements; and processing 
agreements (the "Co ntracts")· prov ided, however that the term ·'Contracts" sha ll not inc lude th is 
Ass ignment, any document executed pursuant to this Assignment, the Leases and other 
instruments constituting Assignor s cha in o f title Lhereto; 

(e) a ll easemems, su rface permi ts, surface licenses, servitudes, rights-of-way, 
surface leases. and othe r rights to use the surface appurtenant to, and used or he ld for use solely 
in connection with the Properties (such un di ided rwemy-fi ve percent (25%) interest. the 
Ri ghts o f Way") · 

(() a ll equ ip ment, machinc1y , fixtures, and othe r tangible persona l property 
and improvements that are located on the Prope rties or are used or he ld for use p rima rily in 
co nnection w ith the ownershi p or o peration of the Properties or any of the other Assets or the 
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produclion trcalment, storage, d isposa l, or transpo rtation of Hyd rocarbons or oLher substances 
thereon or Lherefro m (inc luding all we llhead eq uipment p umps, pumping uniLs, Hydroca rbon 
measuremenl faci lilies, Oowlines gathering systems, piping, pipel ines, compressors, ta nks, 
lrealment fac ilities, injection faciliti es, disposal fac ilities, compression fac ilities, and other 
material s supp lies, faci li ties and machinery) (suc h undivided twenty-rive percenl (25%) inlcrest, 
the "Equipment") ; 

(g) al l Hydrocarbons produced from , or allributab le to, the Properties fro m 
and after the Effective Date; a ll Hydrocarbon inventories from or aLtribulable Lo the Properties 
tha t are in storage on the Effective Date; and, to Lhe extent related or attributable to the 
P roperties, a ll production, plant, and transportation im balances attributab le to the Propert ies as of 
Lhe Effective Date; 

(h) refunds re lating to the overpayment of royalties by or on beha lf o[ 

Ass ignee to any Governm enta l Authority lo the extent rc laling to roya lties pa id with respect to 
l-Jyclroca rbon prod uctio n from the Assets a fter the Effective Date, whether received before, on, or 
after the Effective Date; and 

( i) copies of all lease files and land fi les (including title curative documents); 
div is ion order fi les; abstracts; title opinions; contract fil es; tax records; operations, envi ronmental 
and accounting records; reserve reports; and wel l. facil ity and prod uctio n records of Assignor; to 
the extent re lating to the Properlies, but exclud ing, in each case: 

(A) a ll orig inal s of the aforemenlioncd files and records; 

(B) all corporate, financial , Tax, and lega l data and records of 
Ass ignor that re late to Ass ignor's bus iness genera lly (whether or not relating to the Assets) or to 
Ass ig nor's business, operations, assets, and properties not express ly incl uded in this Assignment; 

(C) any data, software, and records to the extent di sc losure or 
transfer is proh ibi ted or subjected lo payment of a fee or other cons ideration by any license 
agreement or other agreement, o r by app licab le Law, and for whi ch no consent Lo trans fer has 
been received and/or fo r which Assignee has not agreed in writing to pay the fee or other 
cons ideration , as applicab le· 

(D) all lega l record s and lega l fi les of Ass ignor, inc luding a ll 
work product of, and attorney-client communicatio ns ,vith, Ass ig nor's legal counsel (other than 
Leases, title opinions, environm enta l reports, Contracts and any instruments that re late to or 
cover any Assumed Ob li gation); and 

(E) any data and records relating to the Excluded Assets or 
assels and properties not ex pre s ly inc luded in lhis Assignment. 

(Clauses (A) Lhrough (E) sha ll hereinafter be referred to as the "Excluded 
Records" and subject to such exclu io ns th e data, softv,,are and records descri bed 
in thi s ectio n 1 (i) are re ferred to here in as Lhe "Records".). 
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EXCEPTING AND R E ERVING Lo Ass ignor, however, lhe Excluded Assels (as defined 
below) . 

TO lJA VE A D TO I IOLD Lhc Assets unto Assignee, its successors and assigns, 
fo rever, subject, however, to lhe terms and conditions of Lhi Assignment. 

Section 2. Excluded Assets. otwiLhstand ing anything to the contrary in ection 
or anywhere e lse in this Assignment, the fo llowing rights and interests (collectively, the 
"Excluded Assets") are not inc luded in the defin ition 01 Assets, and Ass ignor hereby express ly 
re erves, excepts and retains unto Assigno r a ll of Assignor's right, title and interest in and to the 
fo llowing: 

(a) evenly-Five percent (75%) of Ass ignor's undivided right., title and 
interest in and to assets and properties descri bed in Section I (a) through ection l(h); 

(b) the Exc luded Records; 

(c) a ll of A s ignor's seismic and micro- e ismic data and information (a nd any 
interpretations thereof) as well as originals 01 geo logica l or geophy ica l information constituLing 
proprietary data, studies, core samples, maps, re lated technica l data and any other geo logica l or 
geophysical in fo rmation (in each case inc luding any interpretat ions of A s ignor made wiLh 
res pect to such information) covering the Properties; 

(d) a ll o r Assigno r's proprieta ry computer so ftware, patents, trade secrets, 
copyrights, logos. trademarks, trad e names, and other inte llectua l property ; 

(e) Ass ig nor's interests in offi ces. onice leases and buildings; 

(() to the extent not used or he ld fo r use primari ly in connection with the 
ownership or ope ration o f the Properties, any leased equi pment and o ther leased personal 
p roperty; 

(g) a ll indemnity rights, rights under any Contracts and a ll other c laims or 
Ass ignor o r any A ffili ate of Ass ignor against any thi rd Person to the extent re lated o r attributable 
to, periods on or prior to the Effective Date (includ ing claims fo r adj ustments or refunds) or for 
which Assignor is lia ble for payment or req uired to indemn ify Assignee under this Assignment 
(whether or not such c la ims arc pending or threatened as of tJ1e date hereof); 

(h) refun ds re lat ing to the overpayment of royalties by or on beha lf of 
Ass ignor to any national, state, co unty or muni cipa l government and/or government of any 
politica l subdiv is ion, and departmen ts, courts, commiss ions, boards, bureaus 111111 1s tries 
agencies, or other instrumental ities of any or the m, (each a ·'Governmental Autho rity") Lo the 
ex tent re lati11g Lo royalties paid witJ1 respect to Hydrocarbon production from the Assets prior to 
the Effective Date whetJ1er rece ived before, o n, or after the Effective Date· 
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(i) a ll office equipment, compule rs, cell phones, pagers and other hardware, 
pe rsonal property, and eq uipment Lhal re late prima rily lo Assignor' bus iness generally, eve n if 
o therwise re lating lo Lhe bus iness conducted by Assignor \.V ith respect to the As e ls; 

U) trade cred its, accounts, accounts receivable. and othe r proceeds, income or 
revenue accru ing before the Effective Date and attributable to the Assets prior to the Effecti ve 
Date; 

(k) whethe r or not relat ing to the Assets, any master service agreemenls, 
drilling contracts, or im ilar serv ice contracts; 

(I) Assignor's veh ic les; and 

(m) any other as ets, contracts o r rights which are (i) not specifica ll y described 
1n ection 1. 

Section 3. Special Warr-anty; Disclaimer. Assigno r, for a period 01 th irty-s ix (36) 
months after the execution of this Assignment. warrant title lo the Properties set fo1i.h on 
Exhibit A unto Assig nee, its successors and assig ns, against all persons c laim in g or lo c laim the 
same or any part thereof by, th rough, or under Ass ignor and its Affi liates, but not otherwi se. 
EXCEPT AS PROVTDED IN THE PRECEDI G SENTENCE, ASSIGNOR MAKES NO, 
AND EXPRE SLY DJ CLAIMS AND NEGATE ANY, REPRESENTATION OR 
WARRANTY EXPRE OR IMPLIED, AS TO TITLE TO A Y OF THE 
PROPERTTE . Ass ig no r hereby assigns to Ass ignee a ll rights, c la ims, and causes 01 acti on on 
t itle warranties g iven or made by As ignor's predecessors (other than A ffiliates 01 Ass ig no r), and 
Assignee is specifically subroga ted to a ll rig hts which Ass ignor may have aga inst its 
predecessors (other than Affi li ates of Assignor), to the extent that Assignor may legally trans fer 
such ri ghts and grant such subrogation. 

Section 4. Assumed and Retained Obligations. Assignee does not assume, and 
Assig nor hereby re ta ins, a ll c laims, dema nds, costs, expenses, liab ilities, and damages, 
associated\ ith, re lated lo, or attributable to (i) the Excluded Assets a Lo a ll t imes; (ii) any other 
interest reserved or not conveyed he reunder and (iii) the Assets lo the extent, in the case of thi s 
subpa rt ( iii), ari s ing during or which arc attributable to pe riods of Li me prio r Lo the Eff eclive Da le 
(co llectively , the "Retained Obligations"). As ignee assumes al l claims, demands, costs, 
lia bili ties, and damages associated with th e Assets conveyed to Assig nee pu rsuant to Lhi s 
Ass ig nment and which a ri e du ring or are attributab le lo periods of time from and aA:er the 
Effect ive Date, inc lud ing without limitation a ll o bligatio ns to make payments lo the app licable 
les o r under the Lease (collecti vely, the "A sumed Obl igations') . 

ection 5. Indemn ities. AS l GNEE HALL FULLY PROTECT, I DEMNJFY, 
AND DEFEND A JGNOR, IT AFFlLIATES, OFFlCER , AGE T AND/OR 
EMPLOYEES AND HOLD THEM HARMLESS FROM ANY AND ALL CLATMS, 
LO SES, DAMAGE , DEMANDS, UIT , CAUSE OF CTION, AND LIABILITIE 
(INCLUDING REA ONABLE ATTORNEYS' FEES, COSTS OF LJTl GATION AND/OR 
INVE TIGATION AND OTHER CO T ASSOCIATED THE REWITH) OF EVERY 
KJN D (COLLECTIVELY REFERRED TO HEREAFTER AS "CLAIM ") ARISING 
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OUT OF OR ATTRIBUTABLE TO THE A SUMED OBLIGATION OR A BREACH 
OF IT COVE ANT , AGREEMENT , REPRESENTATJON OR WARRANTIES 
CONTAJ ED IN THI ASSIG MENT, INCLUDING WITHOUT LIMITATJON THOSE 
ASSUMED OBL.CGATIO S REL TI C TO INJURY OR DEATH OF ANY PER ON 
OR PERSON WHO 1SOEVER, A DIOR DAMAGE TO OR LO OF PROPERTY 
(REAL OR PER ONAL) OR RESOURCE, OF ANY KI D, INCLUDI C ANY AND 
ALL CLAIM FOR POLLUTION AND/OR ENVTRONME NT AL DAMAGE OF ANY 
KIND ARI INC OUT OF OR CONNECTED DIRECTLY OR INDIRECTLY, WITH 
THE OWNER HIP OR OPERATION OF THE PROPERTIE ON AND AFTER THE 
EFFECTIVE DA TE. 

ASSIGNOR SHALL FULLY PROTECT, INDEM IFY, AND DEFEND A SJGNEE, IT 
AFFILIATES, OFFICERS, AGENTS AND/OR EMPLOYEE AND HOLD THEM 
HARMLESS FROM ANY AND ALL CLAIMS ARI ING OUT OF OR ATTRIB UTABLE 
TO THE RETAfNED OBLIGATIONS OR A BREACH OF ITS COVENANTS, 
AGREEMENT , REPRESENTATIONS OR WARRANTIES CONTAINED IN THI 
AS IGNMENT, INCLUDING WlTHOUT LJMJTATfON THOS E RETAINED 
OBLIGATIO RELATING TO I JlJRY OR DEATH OF ANY PER ON OR PERSONS 
WHOMSOEVER AND/OR DAMAGE TO OR LO S OF PROPERTY (REAL OR 
PERSONAL) OR RESOURCE, OF ANY Kl ND, l NCL DI G ANY AND ALL CLAfM 
FOR POLLUTION AND/OR ENVIRONMENT AL DAMAGE OF Y Kl D ARISING 
OUT OF OR CONNECTED, DJRECTLY OR INDIRECTLY, W lTH THE OWNER HIP 
OR OPERATION OF THE PROPERTIE PRIOR TO THE EFFECTJVE DATE. 

THE FOREGOING I DEM TTlE HALL URVJVE THE EXECUTION AND 
DELIVERY OF Till A IG ME T [NDEFI ITELY. 

WITHOUT LIMITING OR ENLARGING Tiffi COPE OF THE lNDEMNIFICATION, 
DEFEN E AND A UMPTJON PROVJ ION SET FORTH IN THIS A SJGNMENT, 
TO THE FULLE T EXTENT PERMITTED BY LAW, AN JNDEMNJFJED PER ON 
SHALL BE ENTlTLED TO JNDEMNIFICATION HEREUNDER IN ACCORDANCE 
WITH THE TERMS OF THI A IG MENT, REGARDLESS OF ANY PRE­
EXI TING CONDITJO OR WHETHER THE ACT, OCCURRENCE OR 
CIRCUM TANCE G LVING RISE TO ANY SUCH INDE1VlN1Fl CATI0 OBLIGATION 
J THE RESULT OF THE SOLE, ACTIVE, PA IVE, CONCURRE TT OR 
COMPARATIVE NEGLIGENCE, TRlCT LIABlLITY BREACH OF DUTY 
( TATUTORY OR OTHERWJ E), OR OTHER FAULT OR VIOLATION OF ANY 
LAW, RULE OR REGULATION OF OR BY ANY UCH INDEMNIFIED PER ON, 
PROVIDED THAT NO UCH INDEMNIFICATION SHALL BE APPLICABLE TO THE 
EXTENT OF Y GROS NEGLIGE CE OR WILLFUL MI CONDUCT OF S . CH 
INDEMNIFIED PER O . 

EACH OF THE PARTIE HEREBY KNOWINGLY, VOLUNTARILY, 
INTENTIONALLY AND IRREVOCABLY WAIVE , TO THE MAXIMUM EXTENT 
NOT PROHIBITED BY LAW, ANY RJGHT IT MAY HAVE TO CLAJM OR RECOVER 
fN ANY LITIGATION OR ARBITRATION ANY "SPECIAL DAMAGE ," A 
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DEFlNED BELOW, AND ACKNOWLEDGES THAT IT HAS BEEN INDUCED TO 
ENTER INTO THI AS IGNMENT AND T H E TRANSACTION CONT ILMPLATED 
HEREBY BY, AMONG OTHER THINGS, THE MUTUAL WAIVERS AND 
CERTIF ICATlO CONTAlNED IN THIS PAR.AGRA.PH, IN EACH CASE lT BEING 
TRE EXPRE S INTENT, NDERSTANDlNG, AND AGREEMENT OF THE PARTIE 
THAT SUCH WAJVERS ARE TO BE GIVEN THE F LLEST EFFECT, 
NOTWITHSTANDING THE NEGLIGENCE (WHETHER SOLE, JOl NT OR 
CONCURRENT), STRICT LIABILITY OR OTHER LEGAL FAULT OF ANY PARTY. 
AS U ED TN THIS A SIGNMENT, "SPECIAL DAMAGES" MEAN ANY AND ALL 
PECIAL, EXEMPLARY, P UNITIVE, CONSEQUENTIAL, l DIRECT, REMOTE AND 
PECULATIVE DAMAGE (REGARDLES OF HOW AMED, AND INCLUDING 

LOSS OF PROFIT, LOS OF REYE UE, LO S OF PROD CTI ON OR RE ERVES OR 
ANY OTHER SPECIAL OR INCJDENTAL DAMAGE ), BUT DOE NOT INCLUDE 
ANY PAYMENT OR FUND WHICH ANY PARTY HERETO HA EXP RE LY 
PROMI ED TO PAY OR DELIVER TO ANY OTHER PARTY HER ETO OR ANY 
LIABILITIES SUFFERED OR INCURRED BY, OR AWARDED TO, A TI-HRD 
PERSON TIIAT I NOT AN AFFILIATE OF A PARTY HERETO. 

Section 6. Discla imer of other Wan·anties. EXCEPT A EXPRESSLY 
REPRESENTED OTHERWISE l SECTJO 3 OF THIS A SIG MENT AS JGNOR 
MAKES NO, AND HEREBY EXPRESSLY DISCLAIM , ANY REPRE ENTATION OR 
WARRANTY, EXPRE S, IMPLLED, OR TATUTORY A TO (I) TITLE TO ANY OF 
THE A ETS, (II) THE CONTENTS CHARACTER OR NATURE OF ANY 
DE CRJPTTVE MEMORAND M OR ANY REPORT OF ANY PETROLEUM 
ENGINEERlNG CON ULTANT OF A SIGNOR, OR ANY GEOLOGICAL OR 

EI MIC DATA OR l TERPRETATION, RELATING TO THE A ETS, (III) THE 
QUANTJTY, QUALITY, OR RECOVERABILITY OF HYDROCARBONS IN OR FROM 
THE AS ETS (IV) THE EXISTENCE OF ANY PRO PECT, RECOMPLETlO , 
LNFJLL, OR STEP-OUT DRILLING OPPORTUNITIES, (V) ANY ESTIMATES OF THE 
VALUE OF THE A SET OR FUTURE REVENUES GENERATED BY THE ASSETS, 
(VJ) THE PRODUCTJON OF HYDROCARBON FROM THE AS ETS, OR WHETHER 
PRODUCTION HA BEEN CONTINUOU , OR IN PAYCNG QUANTITLE , OR ANY 
PRODUCTION OR DECLI E RATES, (VlJ ) THE MAINTENANCE, R EPAIR, 
CONDITION, QUALITY, SUITABILITY DESIG OR MARKETABILJTY OF THE 
A SETS, (VUI) INFRll~GEMENT OF ANY INTELLECTUAL PROPERTY RIGHT, (IX) 
ANY OTHER MATERIALS OR INFORMATION THAT MAY HAVE BEEN MADE 
AVAILABLE OR COMMUNICATED TO A SJGNEE OR IT AFFlLIATE , OR ITS 
OR THEIR EMPLOYEES, AGENT , CONSULTANTS, REPRE ENTATlVES, OR 
ADVISOR IN CON1'1ECTTON WITH THE TRANSACTION CONTEMPLATED BY 
THf A JG ME T OR ANY DJ CU ION OR PRE ENTATION RELATING 
THERETO AND (X) COMPLIANCE WITH ANY EN lRff ME TAL LAW OR THE 
E VIRONMENTAL CONDITION OF ANY OF THE S ETS, AND FURTHER 
DJSCLAIM ANY REPRESENTATION OR WARRANTY, EXPRE S IMPLIED, OR 
STATUTORY, OF MER CllANTABCLlTY, FITNESS FOR A PARTICULAR P RPO E, 
OR CONFORMITY TO MODELS OR SAMPLE OF MATERJALS OP' ANY 
EQUIPMENT, IT BEING EXPR.ES LY UNDERSTOOD AND AGREED BY THE 
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PARTIE THAT TUE A ET ARE BEING TRAN FERRED "AS JS, WHERE TS," 
WITH ALL FAULTS AND DEFECT , AND THAT A IG EE HA MADE OR 
CAU ED TO BE MADE UCH IN P ECTIONS A ASSJGN~E DEEMED 
APPROPRIATE TO E TER INTO THI A SJGNMENT. A SIGNOR AND ASSIGNEE 
AGREE THAT, TO THE EXTENT REQ UHlED BY APPLICABLE LAW TO BE 
EFFECTIVE, THE DISCLAIMERS OF CERTAIN REPRE ENTATJONS AND 
WARRANTIES CONTAINED CN THIS ASSl GNMENT ARE " CONSPICUOUS" 
DI CLAIMERS FOR PURPO ES OF ANY APPLJ CABLE L W, R LE OR ORDER. 

Section 7. S ubject to Contracts. Except as set fo rt h to the contrary in the JOA , 
Assignee is taking the Properti es subject lo the term of the Contracts, and Assignee hereby 
assumes and ag rees to fu lfi ll , perform, pay, and discharge Ass igno r's obligations under such 
Contracts from and afier the E ffective Date. 

Section 8. Further Assu rnnces. Assigno r and Ass ig nee each agree lo take such 
further actions and to execute, acknowledge, and de liver a ll such fu rthe r documents as are 
rea onably requested by Lhe other fo r carry ing out the purposes of thi s Assignment without 
furthe r co ns ide rati on. W itho ut li miting the fo rego ing w ith respect to interests in federa l or state 
rea l property interests Lhat arc included among the Assets and that requ ire filing with 
Governmental Aulhorili es be fore tJ1cy may be ass igned, each Pan y sha ll , w ithout furth er 
cons ideratio n fi le the appropri ate documents and take any other steps necessary lo obta in offi c ia l 
approva l o f the assignments. 

ectio n 9. Ass ignmen t Subj ect to JOA. The Panics he reby ackno v,dcdge and agree 
that the Assets ass igned hereunder are ex pre s ly made subject lo the terms and cond itions of the 
JOA. Capi ta lized terms used herein but nol defined sha ll have the mea nings assigned lo such 
terms in Lhe JOA. 

ecti on 10. uccessors and Assigns. This Assignment sha ll bi nd and inure lo the 
benefit o f th e Part ies hereto and the ir rcspecli e successo rs and assigns. 

ection 11. Head ing . The headings o f the a rtic les and sections of this Ass ignment 
and any li sting of its contents are fo r guidance and con cnience of reference only, and shall no t 
I imil or otherw ise affect any o f the terms or prov is io ns o f Lhis Ass ig nment. 

ection 12. Governing Law. This Assignment, and a ll Cla ims aris ing in connection 
with or re lated he reto, or the negotiat ion, execution or performance hereof (whether in contract 
o r tort) shall be governed by and cons trued in accordance with the Laws o f the Late o f Texas, 
witho ut regard to pri nc iples of conOic ts of Laws that would d irect the appli cation of the Laws of 
another ju ri sdicti on. 

ection 13. Coun terpart . This Assignment may be executed in one or more 
counte rparts, each o f which sha ll be deemed an o r·i g ina l, but a ll of whi ch together sha ll co nsti tute 
but one and the same ag reement. 

[REMA INDER OF THI PAGE lNTE TTO ALLY LEFT BLA K) 
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EXECUTED as of the dates set fo rth in the nota ry certifications below, but effective fo r 
all purposes as of the Effective Date. 

• ••• . ~ 

• • • • • • • ••• • 
• 

• • ••• • • • • 

ASSIGNOR: 

ATLANTIC RESOURCES II INTERESTS 
LLC 

By: 
ame: 

Title: 

Assignor Signature Page to Assignment and 8111 of Sale 
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ASSI GNEE: 

NORTH REEVES DEVELOPMENT LLC 
By: M idtown Acq ui s itions GP LLC, its 
Manager 

By: 
ame: 

T itle: Authorized Signato ry 
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STA TE OF TEXAS 

COUNTY OF £7IL')£..--A 

§ 

§ 

§ 

The fo regoing instrument was acknowledged before me thi, -2z rlclay of;:;;;;L_, , 20 17, by 
R.A. Jennings, as Chief Executive Officer of Atlantic Resources II Interests LLC, a Delaware 
limited liability company, on behalf of the limited liability company. 

/~\ MARY QUINTANA I '\~./= MyNotary lD#41 03302 

ru....\~ .. \ oiii:.~ri;;;;:.~~-:~i_f ..;;;;;;;;;Ex;;;;;p-ire_s J·a-nu-ary;.;;9;:;, 2;.;;0;a::2111::;a:;~' Notary Pub I ic 
My Commission Expires: 0/- O 9 - o2 0.2/ 

(Notary Seal) 

Assignor otary Page to Assignment and Bill of Sale 
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STATE OF NEW YORK 

COUNTY OF NEW YORK 

§ 

§ 

§ 

T he foregoing instrument was acknowledged before me this j·~rtlday of July, 20 17, by Morgan 
Blackwel l, as Authorized S ignatory of Midtown Acquis iti ons GP LLC, Manager ofNorth Reeves 
Development LLC, a Delawa re limi ted li abili ty company, o n beha lf o f said limited liabili ty 
company. 

otary Pub lic 
My Commission Expir 

(Notary ea l) 

TRAVIS r,1. TClOYER 
Notary PulJ/, 0ia1s ot New Yori< 

lo ~2TR6356925 
Qu.,1;11~,1 ii: New York County 

Comm1s.,1on i;;xp1r~. Apri l 101 2021 

, I l ll1t 1 , . \ .. . 
• • ) .l J • l J ' .. • 

• • • i • •• • • . . .. . ) v,·"", 

• •' • ' • 1 {) I ': • } . - . . . ' . ./ ~ .. 
. . 

- .., ·.. /' 'j . \ . : ·' . . - ( ;, ·.. ' .. . / .-· 
- 1-:,..".. • • ' 

' ,I .'A . . .... :. ., • 
Assignee Notary Page to Form of Assignment and Bill of Sale . • ; f) ? \!~: . . 
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ee Attached. 
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J If A ( d /L. t /1 bi.ANNE 0. FLORBi. CUJNTY CLERK. 
By ':'11 ) ':'ts ; . !:rl)eputy. JlEEVES COUNTY, TEXAS 
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OOOOOQ04215 
FILED FOR RECORD 

AT • 1:43 O'CLOCK__!::_M. 

ON T HE 16th DAY OF August 

A.D., 20 .lL_. 

• • • • •• 

• 

STAT E OF TEXAS 
COUNTY OF CULBERSON 
I hereby certify that this Instrument 
was FILED on the date and at the time 
stamped hereon by me and was duly 
RECORDED in the hZ. ft ~ ___ 5 ilQ 
Volume ~ age~ 'I 
of the ~ 1 
Records of Culberson County, Texas. 

~

!"' · COUNTY AND DISTRICT 
CLERK CULBERSON 

~ : COUNTY, TEXAS 

<~:_:-.;to',\~~ 

•• ... - . .. • • . • • • • • •• . • • • • • • • • • • • .. • • . • • 
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George p 8 -I By . ush, Comm · . 1Ssi<1\1 Cr 




