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. EL3-0018

0il and Gas Lease (Paid-Up)

This Oil and Gas Lease (this “lease™ is made and entered into this March 37, 2011, by and betwoen H. L. Hawkins, Jr., Inc., a Delawnre
corparation, whose address is 300 Board of Trade Place, New Orleans, Louisinna 70130-2482, hercinafer called Lessor, and Petrohawk
Properties, LP, a Texas limited partnership, whose address is 6100 8. Yale Avenue, Suite 500, Tulsa, Oklanhoma 74136, hereinnfter
called Lessee, Witnesseth:

1. Grant and Description. That Lessor, in consideration of the cash bonus in hand paid, of the royalties hervin provided, and of the ugroements of Lessce herein
mhined.hudrym.hﬂﬂmmdvelymbmucrulh:nhuﬂmlypmofum&illingmdnpnﬂmlhrmdpmﬁdmoilmdpwul‘
mum.wnywmwscmmmmm;mmmmnwa-ammmmmnumhympw-m.mmlwmuh.m
telephone and electric lngs. ronds and h 10 prod; suve, care for, treat and port said sub produced from the land lensed hereunder only,
the following described land situated in _ REEVES  County, State of TEXAS to wic

~

‘ Tract 1: The West 2/3rds of Section 24, Block 58, Township 6, T & P RR Co. Survey, containing 459.28 acres, more of less;

M ract 2: The North 2/3rds of Section 7, Block 70, PSL Survey, containing 427 16 acres, more of less;

¢ Hfract 3: The East 172 of the East 172 Section 10, Block C-17, PSL Survey, containing 160 acres, more of less.

(‘Imuz The West 320 acres of the West 3/4 of Section 9, Block C-17, PSL Survey,

(hﬂjzmeummuwmm of Saction 8, Block C-17, PSL Survey, and

m: The West 1/2 of Section 28, Block 56, PSL Survey, containing 319,14 acres, more or less

The above described lands contain an aggregate of 2005.68 acres, more or less being leased herein

2. Term of Lease. Subject to the other provisions hereof, this lease shall be for a term of Three (3) years from this date (called “Primary Term®)
and as long thereaftor as oil and gas, or either of them, is produced in paying quantities from the leasod premises or lands with which the leascd
premises are pooled hereunder and the roynlties are paid as provided
1. Royalties. Lesses shall pay the following royalties, subject to the following provisions:
(8). OlL Lossae shall pay the Lessor Qne-Fourth (1/4) of the gross proceeds of all oil and other liquid hydrocarbons rocovered, separated,
produced or saved from or an the leased premises and sold by Lessee in an arms’ length transaction; provided however, in the event oil and other
liquid hydrocarbons are not sold under an arms’ length transaction, Lessar's royalty on such oil and other liquid hydrocarbons shall be calculated
by using the highest price, plus premium, if any. paid or offered for oil and other liquid hydrocarbons of comparable quality in the general area
whore produced and when run;
(b). Gas. Lesses shall pay the Lessor One-Fourth (1/4) of the gross proceeds received by Lessee for all gas (including substances contained in
such gos) recovered, separated, produced or saved from or on the leased promises and sold by Lessee in an arms’ length transaction; provided,

however in the event gas is not sold under an arms’ length transaction, Lessor's royalty on such gas (i luding ined in such gns)
shall be ealculnted by using the highest prico paid or offered for gas of comparable quality in the general area where produced and when run

(c). Products. Lessoe's right to produce substances from the leased premises iv limited to substunces produced from oll and/or gas wulls, and
Luossce shall pay Lessor royalty on all ketable sub produced by Lessea from the leased premises (all murketablo substances which
Lessee may produce from the lensod premises hereunder will be eollectively referred to as “Products™. It in controllingly provided that the price
used 1o enlculate Lessor's royalty shall never be less than the price paid Lessee for any Prod produced b der, and, if the manner of
calculating royalty provided for herein would cause Lessor's royalty to be cnleulnted based upon s lesser amount, the prico sctually paid Lessee
shill be substituted as the basis for the royalty calculation. As to any product which does not fall under the oil ar gos royalty clauses nbove,
Leasee ahall pay Lessor One-Fourth (1/4) of the gross proceeds roceived by Lessee for such product in an arms’ length transaction; provided,
however, in the event the product is not sold under an arms’ length transaction, Lessor's rayslty shall be ealculated by using the highest price
paid or offered for the comparable quality of such product in the genernl aren of the leased promises

(d). Production Sale Contracts. Lessee shall pay Lessor One-Fourth (1/4) of all consideration received by or for the bencfit of Lessee under
any contract for the sale of Products, including, but not limited to, all contract settlements and other sums roceived by Lessce from any purchaser
of Products, whether such sums are advance payments, payments under take-of-pay provisions, price buy-down sottlements, or other contractual
payments or payments in settloment of claims of whatever kind or character paid by any purchaser of Products to Lessee to the extent related (o
the sale of production from the leased premises. To the extent that any such consideration is paid in advance of actual production, Lessec shall
roceive credit for the amount thereof when such production occurs. Lessee ngrees that if it enters into any contract for sale of any Products which
shall extend for 3 (three) years from the effective date of such sales contract and such contract does not have adequnte provisions for
redetermination of price at intervals of not less froquently than annually, then Lessee, its successors and assigns, shall in advance of executing
uny such sales contruct provide Lessor with a full and complete copy of the proposed contract for the purpose of allowing Lessor to determine
whether Lessce may sell Lassor's royalty share of Products under Lessee's proposed sales contruct. Lessor shall, within thirty (30) days’ of
recviving such sales contract, notify Lessee as to whether Lessee may sell Lessor's royalty share of Products under Lessee's proposed sales
contract

(¢). Royalty to b Free of Expenses. Lessor's royalty shall not bear or be charged with, directly or indirectly, any cost or expense incurred by
Lessee. including without limitation, for exploring, drilling, testing, completing, equipping, storing, separating, dehydrating, transporting,
compressing, treating, gathering, or otherwise rendering marketable or marketing products, sod no such deduction or reduction shall be made
from the royalties payable to Lessor hereunder; provided, however, that Lessor's interest shall bear (ts proportionnte share of severnnee taxes and
other taxes assossed ngalost its interest ar its share of production

(D). Arms’ Length Transaction. In order to qualify ns an arms’ length transaction. salo must bo to a non-affilinted entity under an agreement
negotiated in good faith by all purties which does not provide for any consideration to Laessce which will not or cannot be shared with Lessor
under the royalty provisions of this lense.

(g). Litigation Recoveries. If Lossee participates in any litigation or administrative pi ding against o third party for damage to the

Jeaschold estate or the minerals therein, including but not limited to, claims for tresp viol of applicable rules and regulations, or breach
of n production sale contract, Lesseo shall make n sufficient claim thercin to cover Laossar's royalty share as provided in this lease, and shall pay
10 Lessor Qne-Fourth (1/4).of the proceeds received by Lessee and attributable to this lense as o result thereol; whether by settlement, judgment
or otherwise; provided, however, Lessoo shall be eatitled to recoup, from such royalty payments only Que-Fourth (1/4) of the actual attorneys
fees and litigation expenses paid by Lessee to outside counsel and attributable to issues related to this lease, this being strictly a right to recoup
from roynlties payable and imposing no personal linbility on Lessor.



(h). Shut-in Gas Royalty. While there is # well on the leased premises capable of producing gns in paying quantities but the production thersof
in shutin or suspended for nny reason, Lessee may pay as roynlty on or before 00 days after the date on which (i) production from any such well is
shut-in or suspended or (ii) this lease is no longer maintained by compli with other provisions hereof, whichever is the later date, and
thereafter at annual intervals, & sum in the amount of §26.00 per acre included in the producing unit for such well; and if such payment is made
or tendered in accordance with the terms hereof, this lense shall not terminate but shall continue in full force, subject to the provisions of
paragraph 13, and it will be considered that gas is being produced from the leased promises in paying quantities within the meaning of each
pertinent provision of this lense, but in no ovent ahall shut-in well payments maintain this lease in force for a cumulative period exceeding 2
(two) year(s). Lessoe shall not be entitled to recover any shut-in royalty payments from the future sale of gas. Should the shut-in period extend
beyand the expiration of the primary term, such shut-in provision will pertain only to the producing unit of such gas well as provided for in
paragraph 13. Should such shut-in royalty payments not be made in a timely manner as provided in this paragraph, it will be considered for all
purposes that there is no production or no excuse for delayed production of gas from uny such well or wells and unless there is then in effect other
preservation provisions of this lease, this lease shall terminate at midnight on the last day provided for the payment of such shut-in royalties,
and Lessee shall thereupon furnish to Lessor a release of all its interest in and to this oil and gas lease insofar as it covers that portion of the
leased pr included in the producing unit assigned to such shut-in well.

(i). Recovery of Gas Liquids. Lesseo agrees that before any gas produced from the leased premises is used or sold off the leased premises, it
will be run, free of cost to Lessor, through an adequate oil nnd gns separntor of a jonal type or equig t at least as officient, 1o the end
that all liquid hydrocarbons recoverable from the gas by such menns will be recovered on the lease.

(). Right to Take in Kind. Lessor shall have the recurring option, in lieu of receiviog the royalties thereon, to take One-Fourth (1/4) of any
Product produced by Lessee fram the lonsed promises in kind, and to roverse such sloction and resume receiving royalty payment in moncey, in
cither case by giving Lessee at least sixty (60) days advance written notice. Such election may be made separately as t oil, gas or any other
Product, and Lessor may elect to have the royalty production delivered at the wellhend, at the oil and gas separator, into a pipeline connected at
the woll, nt the location where Lessve sells its production, or at another location mutually ncceptablo to Lessor and Lesseo. 1f Lossor elects to
take royalty in kind, any necessary costs for separnte metering or split stream delivery will be borne by Lessor. [f Lessor elects to take gas
roynlty in kind, the parties shall enter into n gas balsncing ngreement using, nt Lessor's election, either the most recent form used by Lossee in
an arma-length industry transaction or the most recent form promulgnted by the Ameriean Association of Professional Land Lassen shall
supply its most recent gas balancing ngreement form to Lessor for evaluation purposes immedintely upon mwlau notice that Lessor intends Lo
take gns royalty in kind.

(k). Time for Payment of Royalty, Within 120 days following the first sale of oil or gas produced from the lensod premises, settlemont shall bo
made by Lessee or by its ngent for royalties due hereunder (initinl royalty payment), and such royaltios shall be paid monthly thereafter without
the ity of Leasor e ing n division or tranafer order. If a division or transfer order is circulated by Lossee, such division order will be a
simple statement af interest containing no warranty or indemnity clauses and containing no clnuses modifying in any way the terms of this lense.
The insertion of any such clause will be of no force and effect insofar us it relutes to this kease and the rights and obligations of the parties hereto,
and in any ovent, Lessor shall be under no obligation to execute any division or tranafer order, and Lossor's execution thereol, if done, shall be
considered a mere nccommodation 11 the initinl royalty payment is not timely made under the terms hereof, this loase shall terminate as of 7
a.m. the first day of the month following the expiration of said 120-day period, plus the aforemontioned thirty (30) days lbllowing Lesseo's receipt
of written notice from Lessor of such untimely payment. [f payments of royalties to Leasor ll'l not made when due for whatever renson, the
unpaid portion shall bear interest ot the highest rate allowed by law. If the lation of ds over a period of 12 months is $100 or
less, despite any lnnguage hurein to the contrary, payments may be remitted to Lassor aamully Notwilhmndmg the foregoing, it is understood
nnd agreed that there shall be no terminution of this lease due to an nlleged untimely payment of roynlty until such rayalty is not paid for n
period of thirty (30) days following Lessce’s receipt of written notice from Lossor of such untimely payment Furthoer, if thero is a legitimate titl
dispute concerning Lessor’s entitlement to payment of its share of the royalty under this lease, Lessoe may withhold royalty payments until it is
furnished documentation establishing Lessor's entitlement to such payments.

(1) Royalty Information. In addition to other information required to be furnished by Losses to Lossor, oither by luw or undor the torms of this
lense, upon receipt of o written request from Lossor Lessoe shall promptly provide Lessor with sufficient information for Lessor to monitor and
calculate all royalty payments due Lessor herounder, and if such information is not provided in o prompt or complete manner, Lessee waives, to
the full extent allowed by law, any defense based upon the statute of limitations, laches or any other delay in bringing suit, with respect to any
matter which would reasonably have been revealed by such information, even if Lessor had noosss to relevant information from other sources, it
being intended that Lessor may rely upon Lossee to keop it fully informod without the necessity of obtaining information from other sources. [t
will be considered that information required h der has been y puly provided to Lessor il Lessee provides the same within sixty (60) days
after the dite upon which the information becomes available w Lessee.

DESPITE ANY LANGUAGE HEREIN TO THE CONTRARY, THIS IS A PAID-UP OIL & GAS LEASE, ALL DELAY
RENTALS REFERRED TO HEREIN ARE PAID IN FULL

4. Delay Rentals. If actual drilling is not commenced on the leased premises, or on land pooled therewith, on or before twelve (12) months from
the date of this leaso, this lense shall then terminate, unless on or before such anniversary date Lessee shall pay or woder o Lessor or to the
eredit of Lessar in _NIA which bank and its shnll i as the depository for all
rentals payable he dor, regardless of changes in ownership of delay r Is, the sum of NIA Dollurs (8 )
(hereinafter called “rental®), which shall cover the privilege of deferring commencement of actual drilling for a period of twelve (12) months. In
like manner, and upon like payments or tenders, actual drilling may be further deforred for like periods of twelve (12) months ench during the
primary term. In the event a portion or portions of the leased premises are pooled and unitized with other land to form a pooled unit or units or
is included in a proration or production unit under the mpplicable rules and regulations of the appropriate state or federal governing body
(hereinafter called *unit®), operation on or production from such unit or the payment of shut-in rayalty ns defined in paragraph 3(h) will maintain
this lease in force only as to the Iand included in such unit. This lease may be maintained in force during the primary term as to any of the
leaned premises covered horeunder and not included in such unit in any manner provided for hercin, which will include but not be limited to, the
payment of delay rentals pursuant to the provisions of this paragraph, however it is understood that such delay rental shall be reduced in
proportion to the number of ncres covered horeby and included in such unit or units, The payment or tender of rentals or shut-in royalties may be
made by check of Lessee mailed or delivered to Lessor or to said bank on or before the date of payment The bhonus paid hereunder in
considerntion for this lease und shall not be allocated as mere rental for a period. Leasee may at any time exscute and deliver to Lessor or to the
depository named nbove, a release or relenses covering any portion or portions of the leased premises nnd thereby surrender this lease ns o such
portion or portions and be relieved of all obligntions as to the acreage surrendered, and thereafter the rontal and shut-in royalty payable
hereunder shall be reduced in the proportion that the sereage coverod heroby is roduced by said release or relenses, Lessov agroes that if nt any
time the aforesaid delay rental is not paid on or before the date on which same is required to bo paid under the terms of this lease, or if this lense
terminates for any other reason, then in said event, Lessee shall promptly prepare and execute o recordable release instrument covering the
lonsed promises and shall forward sume to Lossor. Lessee shall have no right to extond this lease aftor the oxpiration of the primary term by the
payment of delay rentals.

B Pooling. Lessec is heroby granted the right to pool or combine the leased premises, or any part or parts thereof, as 1o all strata or any
stratum, with any other land, as to all strata or any steatum, for the production of oil or gas; provided, however, that pooled units which do not
include 100% of the herein leased promises shall be subject to the written approval of the Lessor, such approval shall not be unreasanably
withheld. Pooling in one or more instances shall not exhaust the right of Lessee hercunder to pool this lease or portion thereol into other or
different units. Units pooled for oil heveunder shall not exceed forty (40) neres ench, and units pooled for gns hereunder shall not exceed six
hundred forty (640) acres each, provided that if any federal or state law, executive order, rule or regulation shill prescribe or permit o spacing
pattern for the development of the field or allocate a producing allowable based in whole or in part on acreage per well, then any such unit may

st of that imum ber of ndditional ncres that will comply with such preseribed or permitted spacing pattern or which will permit the




allocation to such unit and the well th af the maxi producing allowable, To effect a unit or units Lessee shall file a written unit
designation and surveyor's plat cutlining any such unit and describing the participating trocts in the county conveynnce records in which the
premises are located. A copy of the unit designation shall be furnished to Lessor within sixty (G0) days after it is filed in the appropriate county
records, and if Lessee fails to do so, Lessee shall pay Lessor a fee of §100.00 per day for each day Lessee is delinquent in delivering to Lassor such
copy of the unit designation. Notwithstanding the foregoing, such fee paid to Lessor shall not total more than $3,000.00. Drilling or reworking
oparntions and production on any part of the pooled acreage shall be treated for all purposes hereof (except tho payment of royalties on such
production) as if such drilling or reworking operations were upon or such production was from the Jeased premises whethor the well or wells be
located on the leased promises or not. For the purpose of computing the royalties and other payments out of production to which the owners of
such interests shall be entitled on production of oil and gas, or either of them, from any such pooled unit, there shall be alloented to the leased
premises and ineluded in such unit (or 1o ench separate troct within the unit if this lense covers separate tracts within the unit) o pro rata portion
of the oil and gas, or either of them, produced from the pooled unit after deducting that used for operations on the pooled uait Such allocation
shall be on an ncreage basis; thus, there shall be all d to the ge o d hy this lease and included in the pooled unit (or to each separate
tract within the unit if this lense covers separnte tracts within the unit) that pro rata portion of the oil and gas, or either of them, produced from
the pooled unit which the number of surface acres covered by this leaso (or in each such separate tract) and included in the unit bears to the tota)
pumber of surface acres included in the pooled unit. Royalties hereunder shall be computed on the portion of such production whether it be oil
and gns, or either of them so allocated to the leased premises and ineludod in the unit just as though such production were from the lensed
premises. In the event only a part, or parts, of the leased premiscs is pooled with other land, or lands, 8o as to form a pooled unit. or units,
operations on or production from such unit, or units, will maintain this lease in force only as to the part of the leased premises included in such
unit, or units. This lease may be maintained in force us to any land covered hereby and not included in such unit or units in any manner
provided for herein, provided that if it be by rental payments, rental payments shall be reduced in proportion to the number of acres covered
hereby and included in such unit or units,

6. Operations. The following provisions shall apply to Lessee’s oparations on the lensed premises:

(n). Dry Holes, Cessation of Production, Develop t and Protection from Drainage. If, prior to discovery of oil or gas on the leased
premises or land pooled therewith, Lessee should drill and abandon o dry hole or holes thereon, or if, after discovery of oil or gas, the production
thereof should ceasc from any cause, this lease shall not torminate if Lessee commences reworking or actual drilling within one hundred twenty
(120) days thereafter, or, if it be within the primary term, commences or resumes the payment or tender of rentals or commences nctunl drilling
or reworking on or before the rental paying dato next ensuing after the expiration of ono hundred twenty (120) duys from dato of completion and
abandonment of said dry hole or holes ar the cessation of production. 1f. st the expiration of the primary term, oil or gas is not being produced on
the leased premises or land poolod therewith and Lossee is then engaged in actual drilling, completing or reworking of any well thereon, this
lease shall remain in force s0 long as drilling or reworking is prosecuted with no cessation of more than one hundred twenty (120) consecutive
days, and if such operation results in production, so long thereafter as oil or gas is produced in puying quantities from the leased premises or land
pooled therewith. In the event a well or wells producing oil or gas in paying quantities from o horizon/formation covered by this lease should be
brought in on adjacent land not included in tho leased premises or lands pooled therewith, within six hundred feet (600°) of the leased premises,
Lussee agrees to commence the drilling of an offset well on the leased premises within 120 days after receipt of written notico from Lessor of the
first sales of production from such well or wells or, (i.) Lessee shall relense only the stratigraphical equivalent of the horizon/formation for that
portion of the lensed premises that would be allocated to such offset well unit as to the producing formations in such well or wells, provided,
however, that Lessee shall in no ovent be required to relonse this lense as to any of the leased premi |luded in m producing unit; or, (i)
commence drilling operations as a prudent operator would for o well on the leased promises and continue the drilling of such well with due
diligonce to a depth adequate to test the same formation from which the offset well (s producing; or, (ill.) pay Lessar roynities as provided in this
lease as if an equivalent amount of production of oil and/or gns were being obtained from a woll location on the lensed premises as that which is
being produced from the draining well. Notwithstanding the foregoing, if the applicable new well under this puragraph would itsell require an
axception to Texas Railrond Commission rulsa or would not be reasonably practicable to drill due to existing developmant of the lensed premises,
then no compliance with the terms of paragraph shall bo required. If il or gas is discovered on the leased premises, or on land pooled therowith,
Lessee agroes to further develop the leased premises ns a reasunably prudent operator would under the same or similar circumstances

(). Compliance with Regulations and Ind ity. ' to duct its operations in eomplinnes with all applicable laws, rules and
regulations. Lessee will protect, indemnify, hald harmless and defond Lessor ngainst any claim, demand, cost, linhility, loas or damage suffered
by Lossor. including veasonable attorneys foes and litigation costs, arising out of or associated in any way with (i) any activity conducted by
Lessee or Lossee's employees, ngents, servants, contractors, licensees or permittees on or near the lensed premi (i) i |
remediation and plugging and abandonment of wells on the leased premi (iid) the t, use and disposal of produced water and
wastes or substances nasocinted with activities on the leased promises; and/or (iv) the oil. gas, all other products, any waste material, or any
substance, pollutant or contaminant produced by Lessee or brought by Lessee onto the lensed premises (all of which patential sources of claims
shall be roferred to as “Lessee’s Conduct™). LESSEE'S OBLIGATION TO INDEMNIFY LESSOR FOR CLAIMS ARISING FROM LESSEES
CONDUCT SHALL APPLY WITHOUT REGARD TO FAULT ON THE PART OF EITHER LESSOR OR LESSEE AND SHALL SPECIFICALLY
INCLUDE INDEMNIFICATION OF LESSOR AGAINST LIABILITY TO THIRD PERSONS ARISING FROM LESSOR'S NEGLIGENCE IF
SUCH LIABILITY 1S RELATED TO LESSEE'S CONDUCT. Lessee's indemnity obligations for Lesseo’s Conduct under this paragraph are
continuing obligations which will continue in effect, and be enforceable by Lassor, even after this Jeasc terminates. As used in this paragraph,
“Lossor” includes Lessor and the surfico owner of the leased premises and their rospective directors, officers, empl 5, B p atives
affiliates, successars and assigna.

(c). Lessoe shall have free use of oil, gas nnd water from the loased promises, except water from Lassor's walls, tanks, crecks, rivers, streams and
springs, for all operations hereunder, provided that no surface water or underground fresh water will bo used for water flood or pressurc
maintenance purposes. Lessee shall have the right at any time within 160 days after the expiration of this loase to remove all property and
fixtures placed by Lessce on the leased premises, including the right to draw and remove all casing sxcept s to water wolls in which Lessee shall
have the right to remove all property and fistures except casing nnd shall do nothing that will in any way damage said water woll or provent its
future use by Lessor. During Lessee's removal of its property and fixtures on the lensed premises, Lessee will, at Lossor's requost, remove the
casing from and plug and abandon such water well at Lessoc's sole oxpense. Lessee will bury all pipelines to n depth of at least 36 inches below
the surface, and no well, tank battery or other surface drilling, production or marketing facility shall be located within four hundred (100 feet of
any residence or barn now or hereafter located on the lensed premises without Lessor's consent.

(d). Lessee will conduct its operations hereunder as not to interfere unreasonably with use of the surfuce of the lonsod premises provided, that any
use of the surfince will require written consent of Leasor in advance, Lessor agrees that such consent will not be unreasanably withheld. Prior to
any uso of the surface, Lessee will present to Lessor a plat of the property showing the area proposed 1o be used and the type of use to be made,
Within 6 doys of tho receipt of such notice, Lessor will sither deliver written L or propose o r ble alternative aren for such use
Lessee will provide at Lesseo's expense all protective measures to prevent any loss or damage to the property of Lessor on account of any
operutions by Lessee. Lesseo will pay for all damages to the surface of or crops or improvements on the lensed promisos or sulfered by any tenant
of Lessor and cnused by or arising out of operations under this lease. Pits and oxcavations made during drilling operations or otherwise will be
filled by Lessee and the surfuce restored, as nearly as rensonably possible, to its originnl condition; and if Lesses shall fail to do so, the cost to
Lassor of such filling and restoration shall be paid by Lessee.

7. Assignments. No nssignment of this lease, or interest therein, may be made without written approval of the Lessor, which approval shall not
be unreasonsbly withbeld. Any nssignment of this lense without the prior written approval of Lessor shall be null and void. Subject to the
preceding condition, the provisions bereof shall extend to the heirs, executors, dmini W and assigns of Lossor and Lessee, but

no change or division in ownership of the leased premises, rentals, or royalties, however accomplished, shall operate tw enlarge the obligations or
diminish the rights of Lessece. No such change or division in the ownership of the leased premises, rentals or royolties shall be binding upon
Lesseo for any purpose until Lessee shall have been furnished with the instrument or instruments, or certifiod copies thereof, evidencing such
change or division. In the event of a permitted assignment of this lease ns to a segregated portion of the leased premises, the rentals payable




hersunder shall be apportioned as between the sevaral leasehold owners ratably according to the surface nrea owned by each, and default in
rental payment by one shall not affect the rights of other loasehold owners hereunder, and liability for breach of nny obligntion hercundor shall
rost oxclusively upon the owner of this lense or a portion theroof who commits such breach

#. Force Majeure. |f, after o good faith effort, Lessee is prevented from complying with any exp or implied of this leass, from
conducting drilling operations on the leased premises, or from producing oil or gas from the leased premises by roason of war, terrorism, rebellion,
riots, strikes, ncts of God, or any valid order, rule or regulation of government authority, thon while so pre d, Lesseo's obli 1o comply

with such ant shall be suspended und Lessee shall not be linble for damages for fuilure o comply with suth covenants; nddltmnlll)‘ this
leaso shall be extended while Lessoe is preventsd, by any such cause, from conducting drilling, completing or reworking operations or from
producing vil or gas from the leased premises.

0. Lesser Interest. I Lessor owns an interost in the loased premises loss than the entire and undivided foe simple mineral estate therein, then
the royalties nnd rental herein provided shall be paid the Lessor in the proportion which Lessor's interest benrs to the entire and undivided fee
simple mineral estate therein

10. No Warranty. Lessor herein executes and delivers this lease without warranty of title either express or implied. Lasseo, at its option, 30
days alter giving written notice to Lessor, may dischargo any tax lien upon the interest herein lensed; and, in the event Lessce does so, Lessec
shall have the right to apply rentals and royalties aceruing hereunder to reimburse such panyment. Lessee shall not be subrogated to the rights of
the party to whom payment is made, but may reimburse itself out of any royalties otherwise payable to Lassor hereunder

11. Mandatory Relonses by Lessee. At any time that this lease terminates as to any acrenge or depth, Lowses shall promptly execute and
furnish to Lessor a release thereof in recordable form which contains a legally adequate description of the lands and/or depths being released.

12, Information. Lessee shall ndvise Lessor in writing as to the location of each well drilled upon the leased premises, or on land pooled

therewith, on or before seven (7) days after of oper nnd shall advise Lessar in writing as to the date of completion or
abandonmoent of each well drilled within thirty (30) days after such pletion or aband Lessee agrees to furnish Lessor with daily
drilling and completion reports, all well drilling, completion and production dutn, reports, title opinions, logs, and information when specifically

roquestod by the Lessor. Lessor agrees that Lessce is not obligated to provide Lessor with any interpretative data. Lessor agrees to keep all data

and information received from Lessoo strictly wnﬂdcnuul Lessee ngroes that immediately following this instrument boing recorded in
the county records where the | d pr are located that Lessee will provide Lessor with a copy of this fully recorded
instrument as it appenrs in said records.

13, Extension Beyond Primary Term. Notwithstonding anything contained in this lease to the contrary, at the end of the primary term, this
lease shall terminate as o all or any portion of the leased premises (us hereinafter described) not then in a producing unit, unless Lessee is then
conducting drilling operntions, ar has comploted n producing well or plugged and abandoned a well prior to the expirntion of the primary term. In
vither event, this lease shall remain in foree for one hundred nnd eighty (180) days following the ond of the primary term, and for so long
thereafter us Lessoe is engaged in continuous drilling operations (as herein defined) on the leased premises or on lnnds pooled therewith, Such
operationa shall be decmed continuous if not more thin one hundred eighty (180) days elnpse between the completion or abandonment of one well
and the commencement of drilling operations on the next well For purposes of this lease, o well shall be determined to be completed or
abandaned on the day Lessee releases the drilling ng used to drill such well, and a well shall be determined to be commenced when such well is
spudded with a drilling rig. Upon Lessec's failure w conduct continuous drilling operations, this lease shall expire as to all that part of the leased
promises (as hereinafter described) on which there is not a producing oil or gos well or on which Lessee is not then drilling, completing or
reworking n well  Lessee shall select and designate u “producing unit” around and including each producing oil or gas well or drilling or
reworking well, the area of such unit to be limited to and conform with the area provided for or established directly or indirectly in the applicable
rules and regulations of the appropriate govorning body of the state in which the leased premises is | d with rofi to the spacing of wells
or the size of producing units. Notwithstanding anything contained herein, no such designatod producing unit shall contain more acreage than
the maximum number of acres required for the production of the maximum allownble from a well in the particular field and fram the particular
formution invalved ns such ncroage Is prescribed or permitted by the applicable rules and regulations of the governmental authority huving
Jurisdiction. As to each producing unit so designated, this lease shall continue in force 8o long us ol or gas is produced in paying quantitios
therefrom or so long as drilling, completing or reworking operations are prosecuted thereon as provided in parngraph 6 and shall be limited in
dopth from the surface down to and including 100 feet below the base of the deepest formation panetrated; and |osses shall execute o release of
this loase as to the balance of the leased premises covered horeby as woll as formuations at depths below the respective producing units. [n the
absence of field rulos promulgated by the appropriate governing body of the state in which such acrenge is located, the term *producing unit” as
used herein means the following number of acres, depending on the depth to which the well has boen drilled, and whether the well is an oil or gas
well; A 40 acres for an oil well cumpleted at any depth; B. (i) BO ncres for a gas well completed at a depth of loss than 2,000 feet subsurface; (i)
160 acres for a gas well completed nt n depth of 2,000 feet subsurfnce to 6,000 foet subsurface; (i) 320 acres for o gas well completed at a depth of
6,001 foet subsurfnce to 0,000 feet subsurface; (iv) G40 acres for 0 gas well completed at a depth grenter than 9,000 feet subsurfnce; and, (v) 640
acres for a oil or gns well which is o horizontal completion. 1fa portion of Lessee's rights terminate as provided in this Paragraph 13, then Lessee
shall promptly designate in writing the acreage it is allowed to retain around each oil well and ench gns well and auch written designation shall
be filed for record in the county in which the lensed premises is located. Following any such termination, oach such separately designated
producing unit shall constitute a separate lease on the samoe terms set forth in this lease for all purposes. Lessce sholl designate the number of
acres above specified as nearly as possible in the form of a square or rectangle. The provisions of this paragraph 13 shall not have the effect of
relieving the Leases of its obligntions to develop the lease with reasonable diligence after oil or gas is first discovered in paying quantities. 11
Lessee has completed one or more wells oa the lensed premises or lands pooled th h which are producing, or capable of producing, oil or gns
in commercial quantities, thon this lonse shall continue in effoct as to all of said lands around each such well included in a producing unit for so
long as oil or gas are produced in paying quantities therefrom, or as otherwise provided in this loase. 1i is agreed that so long as this lease
remains in force as to any part of tho leased premises, nny portion of the leased promises as to which this lease expiros may, nevertheless, be
used by Lessee, its succossors nnd assigns, to the extent bly y for ingr and ogress to and from and for gathering and
transporting oil and/or gas produced from that portion of the loased promises us to which this loase remains in force

14. Enforcement Expenses. [f Lessor files a legnl action to enforce any express or implied obligation of this lense and receives n favornble
judgment from n court of compotent jurisdiction, then Lessee shall reimburse Lessor for all costs of such legal proceeding including, without
limitation, court costs, costs of expert witnesses and reasonable attorney's foos.

18. No Community Lease. If the mineral and/or royalty interests covered by this lease are different as between any two or more tracts within
the leased premises, the oxecution of this lease shall not be construed to create a community leaso nor in any way to effect the pooling or cross
conveyance of interests in any such two or more tracts. [nstead, it s Leasor's intent that oil and gus royalties and other lense benefits shall
uccrue to the owners of the particular tract of land on which is located the well or wells from which oil or gas production s taken, without
apportionment Lo the owners of any other tract or tracts covered hereby, unless the pooling authority granted to the Lessce under this lonse has
been exercised, it being intended that ownership of royalties shall accrue to the tract on which the well is located.

16. Notices. All notices and other munications given in e tion with this lense shall be in writing and shall be deemed to have been
properly given and received on the date when personally delivered, or shall be deemed to have been properly given on the date of actual receipt if
delivered by certified mail, fax or courier. The following addresses nre hereby designated for the receipt of notices:

LESSOR: H.l. Hawkins, Jr., Inc.
300 Board of Trade Place
New Orleans, Louisinna 70130-2482




LESSEE: Petrohawk Properties, LP
6100 South Yale Avenue, Suite 600
Tulsa, Oklahoma 74136

17. Implied Covenants Preserved. The express covenants of the louse are not intended to limit or restrict any implied coveaants existing by
law or by the nature of this lease.

18, Right to Extend Primary Term of Lease. Prior to the expiration of the primary torm of this lease, Lessce shall have the right, but not the
abligation, to extend the primary term of this lease ~ s to any acreage covered hersby and not otherwise being maintained by any other provision
herein - for a period of two (2) additional years by paying Lessor an additional bonus of §1,200.00 per net mineral nere for any such lands. In the
event this right o extend the primary term is exorcised ns herein provided, it shall be considered for all intents and purposes as though this Oil
and Gas Lease originally provided for o primary term of five (6) hears from the date hereol.

19. Additional Surface Provisions. With respect to actual operations conducted by Lessee on the Jeased premises, it is agreed by and between
Lessor and Lessee as follows:

(n) Prior to the commencement of any operations on the lensed premisos, Lessee shall give Lessor notice of Lessee's intention to
commence operations, the approximate date of such commencement and the npproximate location of snme, and the type of operations to be
conducted, such notice to be given within a reasonable time prior to the actual commencement of operntions. In locating the wells, pumping
units, tank batteries, pipelines, roads nnd other facilities located on the leased premi Lessee og) tn consult with Lessor and follow

bl sts for such pr as may be nocossary or advisable to minimize interference with Lessor's and/or the surface owner's
operations on the lessed premises, Nothing contained in this lease shall be construed to give Lessce, its successors and assigns, the right to
construct or maintain any lease house or lease camp for housing Lassee's employees or contractors on the leased premises, and Laessee shall have
no right to do so.

(b) The location for each wall, tank battery, road and right of way for & pipeline or Bow line shall use only so much of the surface
s is necessary to conduct operations under this lense in a rensonable and prudent manner. Lassce agrees to maintain any roads on tho leased
premises used by Leaseo, or its permitees, in good repair and condition as all-weather caliche roads at all times. No new road shall be constructed
by Lessce without first consulting with Lessor as to the location of such road, and all new ronds shall be constructed and maintained us all-
woather caliche ronds nt Lossee's cost and expense and shall not exceed twenty (20) fect in width. No caliche or gravel from the lessed premises
shall be used by Lessee in its operations under this lease without the prior written consent of Lessor. Lessee shall install ndequate bridges or
culverts wherever nny new road constructed by Lessee crosses a natural stream or drainage, and all roads and any pipelines laid by Lessee shall
be 8o constructed and laid as not to interfere with the natural flow of surface waters or with drainage.

(©) At the request of Lassor or the surface owner from time to time and at any time, all pipelines Inid by Lessoe on the lensed
premises shall be buried to a depth of ac lenst thirty-six inches (36%) below the surface and the area occupied by all buried pipelines, after
installation, replacement or repair, shall be backfilled and tamped, and otherwise restored as nearly as proctical to its condition prior w
installation, replacement or repair. In the event Lessee shall obtain commercial production of ofl and/ar gas from the leased premises pursuant to
the terms hereof, Lessee shall have the right to install electrical powar lines on the loased premises for the purpose of operating equipment used
in producing, operating, processing or transmitting gas or other hydrocarbons produced from the leased premises. Lessor shall be consulted with
a8 to the loention and method of installation of such electrical power lines prior to commencement of inatallation.

(d) All operations conducted by Lessee on the leased premises shall be cond § in accordance with all spplicable environmental
laws and regulations and in such manner as will lenst intorfere with the ranching and agricultural operations and recreational activity of Lessor
und the surface owner on the leased premises. Lessee shull construct and maintain fences nround cach site of Lessee's surfuce facilitics
(including, but not limited to, tank battories and slush pits) sufficient to keop all livestock out of such sites. Lessee shall install and/or maintain
gates or substantin] cattleguards capable of turning livestock at all openings in fonces crossed by Lessee or others in conducting operations under
this lease.

(e) Lessee shall keep the surface of the leased premises neat and cloan and shall remove all waste material and debris as soon ns
may be practical and upon the completion of any drilling or reworking operations, Lessee shall fill and level all pits and ruts, remove all debris
and restore the surface of the leased premises so used by Lessee as nearly an practicable to its condition prior to Lossee's use thoreal, except for
such permanent production or marketing facilities ns Lessoe may maintain thoreon. All pits dug and used in connection with Lessea's operations
on the leased premises shall be constructed in accordance with the rules and regulations of the Railroad Commission of Texas or any other
goveramental authority having jurisdiction over such matters. Upon restoration of each such pit, any plastic linors shall bo cut off bolow the
surface and the pit shall be filled with topsoil. Within one hundred twenty (120) days following the abandonment of any wellsite or other facility
location on the leased premises, Lossee shall fill and level all pits and ruts, remove ull caliche and debris nnd restore the surfuce of the ares used
as nearly s practicable to its condition prior to Lessee's use thereof, including the placement of top soil thereon of a depth sufficient to grow
native grasses where practicable, and at the request of Leasor, Lessee shall re-seed such area with native grasses selected by Lessor.

(4] Lessee shall nat permit its agents, employees, servants, contractors, subcontractors, service personnel or others entering upon
the leased premises under the authority of this lease to hunt or fish on any portion of the lensed premises or to take any rifle, shotgun, pistol or
other firsarms thereon for any purpose whatsoever. The Lessor or the Lessor's represeatatives may inspect any vehicle entering the leased
premises and may deny access to said lands to anyone found carrying firearms or fishing equipment.

(#) Any salt water produced from wolls drilled under this lease shall be disposed of off of the lensed premises or shall bo
reinjected into a subsurface strata at a depth sufficient to protect all oil and/or gas bearing formations and all sources and supplies of fresh and
potable water or water suitable for irrigntion purposes.

M) Upon written request of Lessor, Lessee shall furnish the Lessor with full and complete information ns to all water zones
encountered by Lussee in any woll drilled on the loased premises, whether it be n well drilled for oil or gas or & water well If Lessoe desires to
abandon any water well drilled by it hereunder, prior to doing so, Lessce shall tender such water well or wells to the Lessor, and if the Lessor
shall elect to nccept the same, Lossee shall remove ull equipment from said water well and such waler well and all cnsing therein shall be and
become the property of the Lessor.

(i) Without the prior written consent of Lessor, Losses shall not conduct any seismic or geophysical operations within four
hundred feet (400') of any residonce, barn, building, water well, windmill or tank now located or hereafter to be located on the leased premises,
other than foot teaffic to lny receiver lines and receiver phones.

(1)) Should Lessee drill a well on that portion of the leased premises now or b fter in cultivation, Lossee agrees that after
drilling operations are completed, Lossee will locate all surface cquipment. pits and other facilitios in such a manner that will not interfore with
the operation of any irrigation system used or held for use in irrigating such cultivated lands,

(k) Lassee shall install gates across all existing cattle guards used or new cattle guards installed on the lensed promises and,
except s provided below or unless otherwise permitted by Lessor, shall keep all such eattle gunrd gntes closed and locked at all times by use of n
Jocking device acceptable to Lessor. During any period in which Lesseo is conducting actual drilling operntions on the leased premises, Lossee
shall not be required to keep said gates locked.
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(1} Lessee, its ngents, employees, contractors and subcontractors or othors entering upon the leased premises under the authority
of this lease shall not intentionally remove or destroy any fossils, Indian artifacts, man-made structures or other archeological objects of historical
ar scientific value which may be situated thercon. Should Lessee or any of its employees, agents, contractors or subcontractors discover any such
objecta on the lensed premises, it shall leave said objects in place.

(m) Laessee agrees to use reasonable care in the conduct of all operntions on the lensed premises to prevent injury or damage to the
livestock, buildings or other property situated on the surface of the Jeased premises, or water wells and tanks located thereon, and Lessee agrees
to pay the surface owner for nny and all damages to the surfuce owner's livestock, crops, fonces, building, wells, tanks and any other fixtures of
the surface owner, or of any tenant of the surface owner, situatod on the leased premises, resulting from operations under this lease. In addition
to nny damages which may become payable by Lossee as nbove provided, Lassee shull pay the surfuce owner the following amounts [br the use of
the surface of the leased premises:

(1) Twao Thousand Five Hundred and no/100 Dollars ($2,500.00) per ncre for each location for a drilling or producing
well located on the leased premises which are not in cultivation. Four Thousand and na/100 Dollars (84,000.00) per acre for each location for a
drilling or producing well located on Innds which are in cultivation. Each such location shall not exceed more acreage than is ressonably nnd
necessarily required by Lessee in its operations hereunder.

(i) Two Thousand Five Hundred and no/100 Dollars ($2,500.00) per acre for the site occupied by each tank battery,
pumping station, meter run ar other surface production, treating or marketing feility not located on a well Ineation, not previously enmponsated
for and located an lunds which are not in cultivation. Four Thousand and no/100 Dollars (§4,000.00) per acre for the site ocoupied by ench tank
battery, pumping station, meter run or other surface production, treating or marketing facility not located on a well location, not praviously
compensated for and located on Innds which are in cultivation. Ench such locution shall not exceed more ncreage than is reasonably and
necessarily required by Lessce in its operntions hereunder.

(i) For each pipeline (other than and excluding temporary surface pipelines) installed by Lessee on the leased premises,
the sum of Twenty and no/100 Dallars ($20.00) per rod. To the extent practical, all such pipelines shall be laid nlong fence lines or roads.

(iv) For ench electric power line laid upon the leased premises, the sum of One Hundred Fifty and no/100 Dollars
($150.00) per pole; the loeation and height of each such line to be npproved by Lessor

(v) For geophysical operations on said lands, the sum of Twenty and no/100 Dollars ($20.00) per acre

(vi) For all roads constructed or used by Lessee on the leased premises, the sum of Twenty-Five and no/100 Dollars
($25.00) per rod for new roads built by Lessee and the sum of Fifteen and no/100 Dollars (§15.00) per rod for use of existing ronds; each such new
rond not to exceed twonty feet (20°) in width

The foregoing amounts shall remain effective for three (3) years from the date hereof and thereafier Lessce shall pay the reusonnble
going rate in the aren with the foregoing amounts to be the minimums.

Ench payment due hereundor shall be due and payable prior to the time Lesses first utilizes any of the leased premises for o purpose
requiring such a payment to the payee.

Executed on the date first above written.
LE R
H. L. HAWKINS, JR,, INC.

By_ﬁ M—‘

H. L. Hawkins, 111
President

LESSEE

PETROHAWK PROPERTIES, LP
By P-H Energy, LLC,

Its General Partner
By:
D.R. Deffenbaugh
Vice President-Mid-Continent Land
STATE OF LOUISIANA s
PARISH OF ORLEANS .
THIS INSTRUMENT was acknowledged before me on mem day of féﬁ’// , 2011,

[
by H. L. Hawkins, 1ll, President of H. L. HAWKINS, JR., INC., a Delaware corporation, on behalf of said

corporation.

VIRGIMIA F. LOVELL
NOTARY PUBLIC
Ponsh ol Orleans. Stato ol Louvisiana
My Commission ls issucd ler Lile,




STATE OF *

-

COUNTY OF IS :

THIS INSTRUMENT was acknowledged before me on this the day of , 2011, by

D.R. Deffenbaugh, Vice President-Mid-Continent Land of P-H Energy, LLC, general partner of Petrohawk

Properties, LP, a Texas limited partnership, on behalf of said limited partnership.

Notary Public in and for
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Date Filed: ielizls

George P. Bush, C jssioner
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By
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October 12, 2015

Texas General Land Office

ATTN: Joy McCauley i( ) . ‘r&-:cz)n.] ‘

1700 North Congress Avenue
Austin, Texas 78701

| —— e
\ ) N /
[ _2laraA oo d_u-(
N X

RE: Application for Pooling State Leases =B IS

Section 28, Block 56, Public School Land Survey
Reeves County, Texas

Dear Ms. McCauley,

Please find enclosed the Oil & Gas leases pertaining to the Application for Pooling State Leases.

If you have any questions or need any additional information, please do not hesitate to contact the
undersigned at (432) 242-4688 or by email at meredith@enduranceresourceslic.com.

Very truly yours,

Tritex Energy A, LP

Meredith McBee, J.D.

Landman

203 WEST WALL, SUITE 1000 MIDLAND. TEXAS 79701

PHONE: 432-242-4680 WWW.ENDURANCERESOURCESLLC.COM
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File No.

County

Ly HGom Ghdorance

Date Filed: i3 s

George P Bush, &Wner
By 4




. Basefile Number Infomation Page 1 of |

" @ Basefile Number - 151382

Information for this County -

REEVES COUNTY

IDENTIFICATION NUMBERS
Related ALAMO Record LAND CLASS NUMBER - 08
CONTROL NUMBER 08-029796

SURVEY INFORMATION

Energy Lease Information SURVEY NAME - PSL

GRANTEE NAME - Grubb, M T

ABSTRACT - 5704

BLOCK - TOWNSHIP - Pt 28 Public School 56
SECTION NUMBER - 28

secTion/PART - W2

CURRENT ACRES - 319.140000

ORIGINAL ACRES - 440

Download GIS Dala

PATENT INFORMATION: N
PATENTEE NAME -

DISTRICT - Bexar

CLASSIFICATION - School

FILE NUMBER - 151382

PATENT DATE -

CERTIFICATE -

PATENT NUMBER -

PATENT VOLUME -~

PAGE - 162
LEASE INFORMATION
Concurrent 0Oil & Gas Leases in this Parcel:
MF112455
ORIC FOR THIS P

Historical Oil & Gas Leases in this Parcel:

MF099624

httn://aicweh olo texas oov/ef(i1S/ologis/basefile.cfm?SdeNum=483890766 10/21/2015
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File No. H—I —767
County
BoSefrle \nfo lplacl-
Date Filed: wolay s

George P Bush, %t}ncr

By




NADOA Model Form Division Order (Adopled 9/95 — Amended 2/15)

OIL & GAS DIVISION ORDER

Property Number: 710004 Date Prepared: 06/28/2016
propeny Name: State Orbison 28 6H Effective Date: 03/29/2016
Operator: Endurance Resources LLC

County/State: Reeves Co.. TX
Property Descripﬁon. All Section 28, Block 56, PSL Survey

Production: Qil Gas Other D

Texas General Land Office

Owner Name: Owner Number:

v
ATTN: MF117754, MF117755, ; ;
Address: M 54, MF117755, MF117756, MF117757, MF11758 Type of Interest: RI

1700 N Congress Avenue

Austin TX 78701-1495 0.04684859

Interest:

The undersigned certifies the ownership of their decimal in production or proceeds as described above payable by

Endurance Resources LLC (Payor).

Payor shall be notified, in writing, of any change in ownership, decimal interest, or payment address. All such changes shall
be effective the first day of the month following receipt of such notice.

Payor is authorized to withhold payment pending resolution of a title dispute or adverse claim asserted regarding the
interest in production claimed herein by the undersigned.

The undersigned agrees to indemnify and reimburse Payor any amount attributable to an interest to which the undersigned

is not entitled.
100.00 December 31st i ihever

Payor may accrue proceeds until the total amount equals $ , Or pay

occurs first, or as required by applicable state statutes.

This Division Order does not amend any lease or operating agreement between the undersigned and the lessee or operator
or any other contracts for the purchase of oil or gas.

In addition to the terms and conditions of this Division Order, the undersigned and Payor may have certain statutory rights
under the laws of the state in which the property is located.

Special Clauses:

Witness:

n/a

Owner(s) Signature

Owner(s) Tax ID/SS No.:

Owner(s) Daytime Telephone No:

Owner(s) Email Address.:

FEDERAL LAW REQUIRES YOU TO FURNISH YOUR SOCIAL SECURITY OR TAXPAYER IDENTIFICATION NUMBER. FAILURE
TO COMPLY WILL RESULT IN TAX WITHHOLDING IN ACCORDANCE WITH FEDERAL LAW, WHICH WILL NOT BE

REFUNDABLE BY PAYOR.




TEXAS GENERAL LAND OFFICE
GEORGE P. BUSH, COMMISSIONER

August 31, 2016

Mary VanPelt

Division Order Analyst
Endurance Resources, LLC

15455 Dallas Parkway, Suite 1050
Addison, Texas 75001

"
Re: State Lease Nos. MF117754, MF117755, MF117756, MF117757 and MF117758
State Orbison 28 6H

Dear Mrs. VanPelt:

The Texas General Land Office (GLO) has received your Division Order for the referenced unit.
This Division Order has been filed in the appropriate mineral files.

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

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

address below my signature.

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

Thank you,

Vivian HemanM

Landman, Energy Resources
512-475-0428

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

1700 North Congress Avenue, Austin, Texas 78701-1495
P.O. Box 12873, Austin, Texas 78711-2873
512-463-5001 glo.texas.gov
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GEORGE P. BUSH, COMMISSIONER

February 5, 2018 CERTIFIED MAIL: 7016 2070 0000 7391 9875

Mr. Douglas Prieto

Chief Commercial Officer
Atlantic Resources Company

300 North Marienfield, Suite 1000
Midland, TX 79701

RE: Request to Surface Commingle Oil and Gas Production from wells: Armstrong State #1, GS
State #1, Roberts State #1, Brackenridge State 57-44 #1, Harrison State 56-37 #1, and Harrison
State 56-38 #3ST in Conjunction with Railroad Commission of Texas Commingling Permit

(Unavailable) in Reeves County, Texas

Dear Mr. Prieto

The Texas General Land Office (GLO) has received notification by letter on November 28, 2017
of your intent to surface commingle oil and gas production from the above wells. GLO staff
have performed an administrative and technical review of your request.

Based on your failure to file an application as of February 5, 2018, permission to surface:
commingle the above leases is hereby denied.

1700 North Congress Avenue, Austin, Texas 78701-1495
P.0. Box 12873, Austin, Texas 78711-2873
512-463-5001 glo.texas.gov



Mr. Douglas Prieto
February 5, 2018
Page #2

Please be advised that GLO is providing a copy of this letter to the Railroad Commission of
Texas and that any commingling permit granted by them for Exception to Statewide Rules
(SWR) 26 and/or 27 associated with the above leases may be subject to forfeiture. Furthermore,
any surface commingling that occurs on the above leases in the absence of GLO permission
represents a breach of your State leases, and may make the leases subject to forfeiture as well.

If you have further questions, please feel free to contact me at tom.ortiz@glo.texas.gov or 512-
463-5296. '

Sincerely

Thomas Manuel Ortiz, Ph.D., P.E.

Petroleum Engineer

TMO/tmo

oo Dale Sump, Director of Minerals Audit

Darlene Williams, Railroad Commission of Texas



TEXAS GENERAL LAND OFFICE
GEORGE P. BUSH, COMMISSIONER

February 2, 2018 ' ‘ CERTIFIED MAIL: 7016 2070 0000 7391 9868

Mr. Douglas Prieto

Vice President

Atlantic Resources Company

300 North Marienfield, Suite 1000
Midland, TX 79701

RE: Request to Surface Commingle Oil and Gas Production from State Mineral Leases
MF112682, MF112396, MF111869, MF117754, MF117755, MF117756, MF117757,
MF117758, MF112451, MF112452, MF113664, MF115616, MF116656, MF118155,
MFE117612, MF114473, and MF116869 (Muddy Waters 30 2H, BB King 32H, Gateway 22 2H,
Orbison 28 Unit, Johnny Cash 23 Unit, Gateway 38 2H, State Dagger 37-48 Unit, State Clark
38-47 Unit, State Gateway 37-48 Unit, State Pedro 9) in Conjunction with Railroad Commissicn
of Texas Commingling Permit (Unavailable) in Reeves County, Texas -

Dear Mr, Prieto

The Texas General Land Office (GLO) has received notification by letter on November 28, 2017
of your intent to surface commingle oil and gas production from State Mineral Leases
MF112682, MF112396, MF111869, MF117754, MF117755, MF117756, MF117757,
MF117758, MF112451, MEF112452, MF113664, MF115616, ME116656, MF118155,
MF117612, MF114473, and MF116869 (Muddy Waters 30 2H, BB King 32H, Gateway 22 2H,
Orbison 28 Unit, Johnny Cash 23 Unit, Gateway 38 2H, State Dagger 37-48 Unit, State Clark
38-47 Unit, State Gateway 37-48 Unit, State Pedro 9), and to utilize gas lift with off-lease gas on
the same State Mineral Leases. GLO staff have performed an administrative and technical

review of your request.

1700 Neorth Congress Avenue, Austin, Texas 78701-1495
P.0, Box 12873, Austin, Texas 78711-2873
512-463-5001 glo.texas.gov



Mr. Douglas Prieto
February 2, 2018
Page #2

Based on your failure to file an application as of February 2, 2018, permission to surface
commingle the above leases is hereby denied.

Please be advised that GLO is providing a copy of this letter to the Railroad Commission of
Texas and that any commingling permit granted by them for Exception to Statewide Rules
(SWR) 26 and/or 27 associated with the above leases may be subject to forfeiture, Furthermore,
any surface commingling that occurs on the above leases in the absence of GLO permission
represents a breach of your State leases, and may make the leases subject to forfeiture as well,

If you have further questions, please feel free to contact me at tom.ortiz@glo.texas.gov or 512-
463-5296.

Sincerely

Thomas Manuel Ortiz, Ph.D., P.E.

Petroleum Engineer

TMO/tmo

cc! Dale Sump, Director of Minerals Audit

Darlene Williams, Railroad Commission of Texas
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TEXAS GENERAL LAND OFFICE
GEORGE P. BUSH, COMMISSIONER

May 22, 2018 CERTIFIED MAIL: 7011 1150 0001 2420 5547

Mr. Douglas Prieto

Chief Commercial Officer
Atlantic Resources Company, LLC
300 North Marienfield, Suite 1000
Midland, TX 79701

RE: Application to Surface Commingle Oil and Gas Production from State Mineral Leases
MF112451, MF112452, MF113664, MF112682, MF118838, MF117754, MF117755,
MF117756, MF117757, MF117758, MF112396, MF111869, MF114473, MF116893,
MF117612, MF115616, MF116656, and MF118155 (Orbison 28 Unit, BB King 32 2H, State
Clark 38-47 Unit, State Dagger 37-48 Unit, State Gateway 22 2H, State Gateway 37-48 #3H
Unit, State Gateway 38 #2H, Johnny Cash 23 Unit, State Muddy Waters 30 2H) in Conjunction
with Railroad Commission of Texas Commingling Permit N/A in Reeves County, Texas

Dear Mr. Prieto

The Texas General Land Office (GLO) received your application, dated March 2, 2018 as
revised on May 4, 2018, to surface commingle oil and gas production from and to utilize gas lift
with off-lease gas on the above State Mineral Leases. GLO staff have performed an
administrative and technical review of your application.

On the condition that Atlantic Resources Company, LLC first satisfies all of the requirements set
outin #1 - #15 on p.1 - 3 of this letter, then, in that event, the application is approved.

1. Per 31 Texas Administrative Code (TAC) §9.35(a)(2), all fluids produced from the wells
to be commingled must flow “through oil and gas separators of ample capacity and in
good working order...before sale or surface commingling with production from any other
lease and/or pooled unit”. Gross production shall be measured by single-phase oil, gas,
and water meters installed at the separator outlets prior to sale or surface commingling.

1700 North Congress Avenue, Austin, Texas 78701-1495
P.0. Box 12873, Austin, Texas 78711-2873
512-463-5001 glo.texas.gov



Mr. Douglas Prieto

May 22,

Page #2

2.

10.

2018

Per 31 TAC §9.35(a)(2), you are required to conduct all measurement “in accordance
with the American Gas Association (AGA) standards and all applicable chapters of the
American Petroleum Institute (API) Manual of Petroleum Measurement Standards
(MPMS)”. Measurement shall be conducted, per those standards, for both the quantity
and quality of all fluid streams.

Sampling frequency shall be equal to or greater than the recommendation in MPMS 20.1
§1.11.3, as required for accurate allocation. Samples shall be taken at the outlets of each
first separator stage, at each gas lift supply and distribution meter, and at all points of
custody transfer. Industry standard laboratory analysis shall be performed on each
sample, with sampling and analysis performed in compliance with MPMS 8.1, 8.2, 9.1,
14.1 and any other applicable chapters.

Meter proving, testing and calibration plans as required per MPMS 20.2 §5, §6.5.1,
§7.5.1 and §7.5.3 shall be made available to GLO staff for inspection upon request.

All lease oil and gas production royalties shall be due based upon the terms in your lease,
and royalty payments shall be made per 31 TAC §9.51. Note that royalty is also due on
all non-sales hydrocarbon dispositions (e.g. flare, fuel, instrument, lift, and vent gas).

Processed gas allocation factors shall be calculated on a mass (molecular) balance basis,
i.e. each processed gas component shall be allocated individually in accordance with the
requirements in MPMS 20.1 §1.15.3. Non-processed gas allocation factors shall be
calculated on an energy balance basis.

You shall retain, for lease audit purposes, all meter and test records, volume
statements/reports, oil and gas sample/stream analysis reports, shrinkage/flash calculation
reports, and any other documents within the scope of this commingling approval for a
period of at least seven (7) years after creation of each document.

You shall obtain permission [rom GLO beflore making any changes to the flow process or
metering scheme, adding leases or wells to the list of those being commingled, or making
any other material change to the commingling application as approved by this letter.

You shall obtain approval of your pending surface commingling permit application from
the Railroad Commission of Texas, if applicable, and provide GLO with a copy within
ten days of its approval.

You shall calculate all allocation factors on a proportional basis, i.e. gross (metered) lease
production divided by gross (metered) commingled production. You shall not allocate by
difference. The term production as used in this condition shall be defined as appropriate
(i.e. volume, mass, energy) for each allocated phase (e.g. see Condition 6).



Mr. Douglas Prieto

May 22,

Page #3
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12.

13.

14.

15.

2018

You shall continuously meter the gas lift supply to each well and the gas that passes
through any other gas lift supply and distribution meter.

You shall account for the presence of any lift and/or buyback gas that is produced along
with in situ reservoir gas at the allocation meters when calculating gas allocation factors:
this accounting shall be by mass balance (processed gas components) and by energy
balance (non-processed gas) as appropriate (see also Condition 6).

You shall sample and analyze, in the manner specified by Condition 3, the flare on each
lease for which gas is not being sold through the allocation meter until such time as
sufficient gas is being sold through the allocation meter to allow sampling at that
location. At that time, the allocation meter analysis may be used for the flare.

You shall allocate and pay royalty on hydrocarbon liquids collected at the Lowe
Compressor Station (“Lowe liquids™) as oil.

You shall allocate all buyback, fuel and lift gas in the manner specified by Condition 6.
Shrink shall be subtracted from gross energy content before computing residue allocation
factors. Total residue to be allocated shall be the quantity reported on the processing
plant settlement statement. Buyback allocation factors shall be determined using the
quantities and analyses measured at the individual lease meters.

Please be advised that you have an ongoing obligation to maintain compliance with these
standards and conditions. GLO staff will verify compliance during periodic financial audits,
which will include, but are not limited to, independent allocation verification studies. GLO
reserves the right to validate or question your measurement and detailed allocation methodology

based on our own analysis.

If you have further questions, please feel free to contact me at tom.ortiz@glo.texas.gov or 512-
463-5296.

Sincerely

Thomas Manuel Ortiz, Ph.D., P.E.
Petroleum Engineer

TMO/tmo

CcC!

Dale Sump, Director of Minerals Audit



File No. _ YN E WX 353
hes AleLS CDIIIII}’
Cowvminc\i no Ay proval

Date Filed: s\ el @

George P. Bush, Commissioner-
By W WATANE Q‘\M\J






