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Lease Royalty 

Paid Up 

Basefile 

149197 

Public School Land 

71 

26 

MF121085 
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REEVES 

Net: 40.000000 Gross: 40.000000 

Depth Above Depth Other 

APACHE CORP 

7/18/2022 

3 years 

$30,000.00 

0.12500000 

Yes 
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Working File #: RAL220341 

Lessor: 

Lessee: 

Kerr, Ted M. 

APACHE CORP 

LEASE DESCRIPTION 

County 

Reeves 

Control # Base File Part 
No 

07-106598 149197 

TERMS OFFERED 

Primary Term: 3 Years 

Bonus / Acre: $1,500.00 

MF: 

Lease Date: 07/18/2022 

Gross Acres: 40.00 

Net Acres: 40.00 

Sec Block Twp Survey 

26 71 Public School Land 

TERMS RECOMMENDED 

Primary Term: 3 Years 

Bonus / Acre: $1,500.00 

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

I 0.2°~::ao I Royalty 

COMPARISONS 

Lease No 

0.00 

Lease Date Primary 
!Term 

I Rental / Acre: 

Royalty 

Comments: !see lease for sliding scale royalty. 

Approved: 

Mondav. November14,2022 RAL220341 

I 0.2°~::ao I 
0.00 

Rental/Acre 

UI: Yes 

Abst No 

5427 

4th Yr 5th Yr 
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rexas General Land Office George P. Bush, Commissioner 

ro: Mark Havens, Chief Clerk 
Jeff Gordon, General Counsel 

=ROM: Robert Hatter, Energy 

Applicant: APACHE CORP 

Prim. Term: 3 Years 

Royalty: 0.25000000 

Rental/Acre 2nd Yr: $0.00 3rd Yr: $0.00 

rerms & Consideration 

~ecommended: 

\Jot Recommended: 

:omments: See lease for sliding scale royalty. 

Jeff Gordon, General Counsel 

~ecommended: 

\Jot Recommended: 

\/lark Havens, Chief Clerk 

~pproved: 

\Jot Approved: 

11/14/20224:41:21 PM RAL220341 

Coun~: Reeves 

Bonus/Acre: $1,500.00 

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

Date: 11/18/2022 

Date: 11/18/2022 

Date: 11/21/2022 
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§11sttn, UI:exas 

General Laud Office 
Rellnquhllment Act Le:ue l<'orm 
Revised 9/21 

OIL AND GAS LEASE 

nus OlL AND GAS LEASE is made and entered into to be effective July 18, 2022 

acting by and through its agent, TED M. KERR 

whose acklrcss is: C/0 Harri,i E. Ktrr, 1701 North L. Street, Midland, Tens 79705 

(U1e "effective date"), by and between the State of Texas, 

said agent herein rcfcncd to PS the owner of the soil (whether one or more) ("owner of the soil"), and Apache Corporation 

("Lessee"), whose addres8 is: 2000 Post Oak Boulevard, Suite 100, llousion, Texas 77056 

A 

• • •••••• 1, GRANTING CLAUSE; RESERVATION; DON US. For good and valuable consideration, the receipt and sufficiency of which are hereby ucknowledgcd, 1U1Jlthe 
covenants contained herein, Uie State of Texas, acting by and through the owner of the soil hereby demises, gmnts, leases and lets tmto Lessee the non-exclusive ri~t to • 
explore for, and the exclusive right to produce and take, Oil and/or Gas from the Leased Premises (ddined bt:low) on the terms and conditions set out in thi~ lease. Les~e's .. • 
right hereunder lo explore for Oil and Gas from the Leased Premises is non-exclusive. Tbll Texas General Land Office (the "GLO") expressly retains and reserves the• 
concurrent right to grant third parties (i) seismic, geophysical and geological pennits, and tu enkr intu other ugreemcnts with third parties, which pemtlts or agreements · 
shall allow such thil'd parties to conduct geophysical, geological, or seismic surveys on, over, under, throu1;;h, and across the land covered herein du.ring the term of this 
tense, and which seismic, geophysical, or geologicnl surveys shall not unreasonably interfere with Lei-See's drilling or productioll activities on the Premises, an~(ii) • 
ingress and egress and use of the Lca.'ICd Premises hy the GLO and its lessees and permittccs to explore for nnd produce minerals that are not covered, or that mighl'~ • • • 
be covered in the future, under the terms of this lease, but that might be located within the surface boundaries of the Leased Premises. All of the rights in and tC: the 
Leased Premises retained by the GLO and all of the rights in and to the Lensed Premises granted to Lessee herein shall be exercised in such a manner that neither shnll • 
unduly interfere with the operations of the other. 111is lease is made nnd entered into subjcd to any existing right~ of way, easements, gcophysicnl or geocher4i~llil •. 
exploration permits. • • • 

The bonus consideration paid for this l~a.~e i~ as follows : 

To the State of Texas: Seven Thousand, Five Hundred Dollars and No/lOOs 

Dollars ($ 7,500.00 

Tu the owner of thi.: soil: Seven Thousand, Five Hundred Dollars and No/lOOs 

Dolhlrs ($ 7,500.00 

Total bonus consideration: Fifteen Thousand Dollar, and No/lOlls 

Doll,us (S ts,000.00 

••• • • • • •• 

The total bonus consideration paid represents a bonus o f _______ O_n_e_t_h_o_u_s_a_n_d_fl_v_e_h_u_n_d_r_e_d _______ dollars (S_i.500.00 ) per 
acre, on 10.0 net acres. 

2. TERM. This lease shall be for a term of thrni ( J ) yeaflj and zero ( 0 ) months commencing on the effective date (the "primllly 
term"), and as long thereafter as Oil or Oas is produced in paying quantities from the following "Leased Pr~misd' (herein so cnlleJ), io-wit: 

Part/Section: 40.0 acres of land, more or less, being the Northcilst Quarter of the Northwest Quarter (NE4 of the NW4) of Section 26, Block 71, l'ublk School Land 
Survey, A-5427, Reeves County, Texas. 

Block: 71 

Grantee/ Survey: Public School Land Survey 

Acres: 40.0 

County: Rctvcs 

,...... 
.I..~ ... 

Abstract 5427 
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3 .. DELA'l ftEN'l 'A:LS. J:fno wcU i;, corrnuuuccd 011 li1c Leased Pieu1ise.'\ uu 01 be.fv.c 011c (l) yea, f.tonr the effccti,c. date,, this lc.asc shalt lt11u:inatc, unless on 01 
before st1ch mud, CJJUIJ at1le Lessee Jnull pny lo the 01111e1 of tire soil 01 10 ltiJ e1cdi1 iu 1l.e Bo11k, 
111 01 iu s11eeern,r, (ohie!. ~hall eo111i1111e a., the deposito,)' 1esz11dlc33 ofelta11gc:, in tho e1111ctShip 
ofsaid land➔, the 111110,mt specil'.cd belon, in uelditiou, Lessee shall 1mJ to the COMMISSIOmHl OF TU£ GU◄E!bt,L LAHD Off ICE Or TIIE fJTATEl Of' TEJL'rf:i, 
AT 1'i:USTH~. TB:,t,*,S, r. like sum 0.1 or befo1c Mid dot,, Pn,ment., t.11de1 t½li.s puru11mph s'..1.1! oi,e1atc 63 u 10111.1! and .!ludl cotG1 tl!c ,,1hilegc of del\:11i1111 the 
eonaucneen.ent ofn ncU fut 01re {lj yetu ftortt .said date . Payu.t1kU uncle! this pmat,1211,11 dudt be: ir1 the follow:ng a1110,mts. 

h1 a like u1amte1 and upon like pa1uc12ts aunuaUy. the co1m1.cncc1. .. cut ofa well t.MJ be fmt:hct dcfeucd fot s □cccssi,c pc1iods ufouc {l) 1ca1 each dmiug the pdrnaty 
tc11n. All poymcttts of 1cntai to the ot+11e, uf tl1c soil umy be tnadc by check ut· Lessee 01 any ussigncc of tl1i.1 !c21sc1 and lliuJ be delieetcd rnr 01 bcfurc the 1cntul p.iji::ttg 
tlt1!e, Jflhi:, l,1111lt tlcMi~11ule;I in 1hi, pt1rt1~rt1rh (t!r ib!I ~11oeos~a, et111l1t-~ht1t11d•oeu~e h or1i~t1 11trn1'0H;l lrn~iRe11~1 1i1·1uitlo10, li1il ttr he fft1eeeeiletl 11,, M10lher boAlt1 a, f.lr ARY 
renMt!II ftlil er re.ft1Me 16 neee.r,1 ren!!II , LeM3~e sh!lll i16! be held in deftt111t re, ftlihu,e hr1111tlte-dt,eh pn~m~u•~ of re,'llul until thi,i,· (Jll) tin,•~ 11Aer the" 111,er "f the ~':!ii llhnll 
dcH,et 10 leMee tt ptopet teeotduble tti.st.uruent n.tnling anol±xet hank n!t ngerd to ieeci+c st1eh pa1urents. 

4. ROYALTY: All capitalized tenns used in this lease that are not defined in this lease shall have the meanings givtm them in Title 31, Part I, Ch11pter 9 of the Texas 
Admini~trative Code (the "Rules"). Upon production of Oil, Gas, and/or other products from the Len~cd Premise~. Lessee agreeg to pay or cause to be paid one-halt' ( 1/2) 
of the royalty provided for in this lease to the GLO, for the use nnd bcncrtt of the State of Texas, and one-ha( f ( 1/i) of such royl1lty to the owner of the ~oil, each of the 
following royalties as applicable to the suhstance!I actually produced from tho leased Premises and/or subsequent processing: 

(a) 

(b) 

(c) 

OIL: As a royalty on Oil, 11 tnot1etary royalty of twenty flv~ percent ( 25 %) of the value of the Gross Production, unless the Commissioner of the 
General Land Office of the State ofTcxas (the "Commissioner") or the owner of the soil, at the option of either, elects to receive iL~ royalty in kind pursuant to 
section 4(1). The value of the Gross Production shall he c:ilcul3tcc! nt the point the Oil is Ready for Sale and Use and without deduction for expenses, as described 
in section (4Xk), lllld determined by the greatest of: (i) the highest posted price, plus premium, if nny, paid or offered for Oil of a like type 11nd gravity in the 
general area where prodt1ccd and when run, (ii) the highest mnrkct price thereof paid or offered in the gcncrn! nrcn whcr¢ produced and when nm, or (iii) the 
gross proct..'Cds of the sale thereof. See Addendum Section 5 for sliding scale royalty on non-processed gas 

• • NON-l'ROCESSEU GAS: As a royalty on any Non-Processed Gas, a monetary royalty of lw~nty fin percent ( 25 %) of the value of the fM~ u 
Production, unless U1e Commissioner or the owner of the soil, at the option of either, elects to receive its royalty in kind pursuant to ~ection 4(1). Th~ vulue of 
the Gross Production shall be calculated (i) at the point at which the Non-Processed Gas i~ Ready for Sale and Use and without deduction for expensl.~ ,H: • 
described in section (4)(k), (ii) on a Dry Gas basis as tu both volume and energy content (as described in the section 30 delinitions below), and (iii) bMed Jn the 
higher of: • 

(A) the highest 1uarket price paid nc offered for Oas of compur.lhlc quality in the gcncml urea where produced ~nd when run; or 
• • 

(B) the gross price paid or offered to the Lessee; provided that the illll.'l:innm1 pressure base in measuring the Gas under this lease contract shnll ;q1raf • • 
14.65 pound, per square inch ah~olute, and the stnndnrd hase temperature shall be six.ty (60) degrees Fnhrenhcit, correction to be mnde for pressure ,lCcording ti. 
Boyle's Law, nnd for specific gravity according to a test made by chron\l\logrnphic analysis or the llalancc Method. • • • . " . • •• 
Provided, however, that if Nol\-l'rocessed Gns is sold to a parent, subsidiary or affiliate of Lessee, then the royalty due hereunder shall be based on the jj/lue • 
of the Gas as either Non-Processed Gas or Processed Gas, as the case may he, in the first sale to n third purty in an agreement negotiated at arms' len~ • • 

See Addendum Section 5 for sliding scale royalty on processed gas • .. 
PROCESSED GAS: As a royalty on any Proc~~'Cd Gas, Lessee agrees to pay a monetary royalty of twenty five percent ( ZS %) of thu valu~ of 
the Residue Gas and the NG Ls extrnct~'<l. unless the Commis~ioner or the owner of the soil, ai the option of either, elects to receive its royalty in kind pursuant 
to section 4(1), The value of the Gross Production ~hall be calculated at the point the Residue Gas and/or the NGLs, respectively, are Ready for Sale and Use. 
All royalties due herein shaU be on 100% of the volume of the Gas produced from the Leased Premises (calculated on a Dry Gus basis as to both volume and 
energy content, as described in U1e section 30 definitiorrn below) ag measured or attributed at the inlet of the Processing Plant. The royalty due from Lessee 
hereunder shall be based on the greater value of: 

(I) the sum of the values of(A) 100% of the Residue Gas MM1llus nttributable lo the Gas detem1ined at the plnnt recovery efficiency applicable to 
each NGL component, plus (H) the 11,~i value of the NGLs airer deduction of all applicnblc Gas processing fees and/or the value of the NGLs at the applicable 
liquids percent of pmcceds accruing to the Processing Plant; or 

(2) the sum of the volucs of(A) 100'¼ of the ,wailnblti Residue Oas MMBtus attributable to the Gas, plus (B) the value of the NG Ls at the applicable 
minimum liquids POP'¼, established herein in section 4(d), without deduction or reduction in the value of the NGL~ by a percent (If proceeds or any other fees 
or adjustments of any type, form, or character; or 

(3) the "keep whole" value ofU1e Gas llll described in section (4XI). 

For purposes of calculating tile royalty due hereunder, the respective values of the Residue Ga~ and the NOLs shall be based on the greater of: 

(I) the highc,;t market price paid or offered in Ute general area for (A) nny Pipeline-Quality Residue Oas, nod (D) NGLs, us either Raw Mix or 
merchantable and marketable commercial grades and/or blends of each of the individual compo11e11ts, after fractionation, of comparable quality in the g,:nerJI 
nrea, 01· 

(2) the (A) gross price paid or offered to Lessee for such Pipeline-Quality Residue Gas, and (B) weighted monthly average gross selling price for the 
respective grades of NG Ls, ns either Raw Mix or merchantable nnd mnrketable commercial grades nnd/or blends of each of the individual components, afl:cr 
fractionation. 

2 
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No f1.-'e:; or costs of any kind Hhall be deducted from the v,1lue of Gas that is bypassed oround n Gas Processing Plant and then blended with Gas that was processed 
to remove liqucliable hydrocarbons at, or at a point downstream of, the tuilgute of the Processing Plant, a.k.a. "conditioni.ng". 111e value of Gas bypassed around 
a plant in which no liquetiable hydrocarbom, or NGLs are removed from the Gas shall equal that for Non-Processed Gas per section (4)(b). 

Provided, however, that if NG Ls are recovered from Gas processed in a plant in which Lessee (or it~ parent, subsidiary or atl:iliate) oww an interest, then the 
POP¾ applicable to NOLs shall be the greater of(,c) the applicable POI'~/. per section 4(d), or (y) Ute highest percent riccruing to a third party processing Gas 
through such phmt under n processing agreement negotiated at arms' length. 

(d) APPLICAilLE Mll\1MUM LIQUIDS PERCENT OF PROCEEDS: (I) The applicable mini.mum liquids percent of proceeds ("POP%") of the total 
nvniluble liquid hydrocarbon content volume for nll NGL~. except eth.n11e, shnll, regardless of the natural Gns Liquid~ recovery process or Oas processing 
agreement tcnns nnd/or conditions, be equal to the following: 

(A) 70% for Gas with a heating content or BTU value equal to or greater than 1100 BTU/SCF; 
(D) 60% for Gas with a heating content or DTU value l~qunl to or greater than l 070 BTU/SCP but less than 1100 BTU/SCP; and 
(C) 50% for Gas with a heating content or l:lTU value les5 than 1070 BTU/SCF. 

(2) The available liquid hydrocarbon volume, in gallons, of each NGL component use<l to calculate the value of the NGLs at the applicable POP% 
shall equal ihe product of(A) the Processing Pl.ant inlet Gas volume, in MSCF, on a Dry G.i.s basis, times (D) the gallollil per MSCF of each component calculated 
per the applicable standards, at 14.65 pounds per square inch'nbsolute and 60° Fahrenheit, according to u test made by chromutogruphic anulysis of the Gus, 
except ethane, where the theoretical gallon5 of ethane available in the Gas shall be reduced by the Processing Plant recovery efficiency of ethane then being 
specified in processing agreements negotiated at am1 's length between the Lessee and the plant for each dedicated Proceising Plant and each Processing Plant • 
that may process the Gas in a series ufplants, 

(3) The available Residue Gas MMl\tu amount used in the c11lculation of the royalty value in section 4{cX2) shall equal the product of (A) the 
Processing Plant inlet Gas MMlllu amount less the sum totitl MMBtu of shrinkngc cnlculatcd for ihe available liquid hydrocnrbon volume in section 4(d)(2) for 
cnch NOL component, times (B) one (1.0) minus the lesser of (1) the plant ti.tel MMBtu pere<:ntage divided by lOIY'/4, or (2) 0,035. 

(c) OTHER PRODUCTS: A,q n roynlty on carbon black, carbon dioxide, sulphur or any other pwducts (including water) produced (eltcepting Oil, Gns, or NOL~, 
addressed separately above), Lessee ,1grees to pny a monetmyroyalty of twenty five percent ( lS •;•) of the vnlue of the Gross Production of such 
products, unless the Commissioner of the General Land Office of the State of Texas (the "Commissioner") or the owner of the soil, at the option of either, elects 
to receive it~ royalty in kind punmant to section 4(1). The value of the Gross Production shall be calculated at the point the other products ore Ready for Salo and 
Use and without deduction for expenses, wi described in section (4)(k), ~uch valuti to be based on the higher of: ! • • •: • 

• 
(I) the highest market price of each product, during the same month in which such product is produced; or 
(2) the average gross sale price of each product for the same month in which such products are produced. 

• • •••••• • 
• 

(I) KEEi' WHOLE: Notwithstanding any other provision of this lease to tlie conlrary, Lessee may not pay a royalty hereunder for Procc~cd Gil,'j that i~ less than 
the royally thnt would have been due under section 4(b) for the total energy content of the Processing Pinnt inlet Gns if it had not been processed. 

• • 
(g) NON-SALES DISPOSITIONS: As a royalty on non-sales dispositions of Gas, including hut not limited to vented Gas, flared Gas, flash Gns and lens~ Alt:~•• 

Oas, Lessee agrees to pay a royalty based on the royalty provisions for Non-Processed Gas described in section 4(b) of this tense (but without requirement of 
merchnntahility or marketnhility) if the Gas produced from the Lca,cd Premises is not proccs!<Cd; otherwise, the royalty on non-sales dispositions of Gn.q slmll bl 
based 011 the royalty provisions for P!'ocessed Gns described in section 4(c) for Residue Gns. If, for whatever reason, there arc no Gas snks disposition.q;tT111n • • 
Lessee agrees t(l pay royalty on one fmtrth (1/4) pnrt of the totnl energy content of the Gas, in MMBtu dctem1ined on a Dry Gns basis, bnsed on the posted ntlirket • 
price of natural Gas at ibc nearest nppllcnhlc Gn.q market huh in $/~1Miltu. : • • • • 

••• 
(h) l'LANl' FUEL AND RECYCLED GAS: No royulty ~hall be payable on any Gas as may represent this lease's proportionate share of any fuel used to process 

Gas produced hereunder in any third party Gas procc~sing plant pursuunt to scclion 4(c); provided, however, that th.is lease's proportionate share of any such fuel 
u~ed to process Gus shall be the k8ser of (1) the plant Ii.tel MM.Dtu percentage of the total plant inlet MMBtu amount (as detennined by contract or, if none, by 
actual M.\ffitu amounts), or (2) 3.5%, and royalty shall. be payable on any Gas in excess of that lesser amount. Subject to the consent in writing of the GLO, 
Lessee may inject Gas for secondary or enhanced recovery operatio11, or for Gas lilt purposes into any Oil- or Gas-producing formation in the Leased Premises 
after the liqttid hydrocarbons contained in the Gas have been removed, and no royalty shall be payable on the Gas so injected until such time as the same may 
thereafter be produced and sold or usecl. 

(I) CONSERVATION: Lessee shnU use a.II reasonable means to prevent the underground or above ground waste of Oil or Gns and to avoid the physical waste, 
tlaring or venting of Gas produced from the Leased Premises. 

(j) DUTY TO MARKET: Lessee shall exercise due diligence and use all rCllsonablc efforts in Ulllrkcting any and all production from the Leased Premises, nt no 
cost to owner of the soil, to obtain the best price reasonnbly available for the Oil and Gas, 

(k) NO DEDUCTIONS: Exc,.,-pt for fees or deductions that may be permitted pursuant to section 4(c), Lessee shall pay or cause to be paid royalty due under this 
lease without deduction for the cost ofpro<lucing, gathering, storing, separating, treating, dehydrating, conditioning, compressing, processing, traruporting and 
otherwise making the Oil, Non-Processed Gas, Proces~ed Gas, and other products hereu11<Jer Ready For Sale and Use, whether borne by Lessee or by third­
pi\I'ly ptirchascrs and whether stated as II deduction frum the prico or an adjustment to the price based on location or condition. If auy contract by which Lessee 
or an Affiliate of Lessee sells Oil or Oas produced hereunder makes deductions or adjustmcl'.\ts to the price to account for costs ofpro<lucing, gathering, storing, 
scpurating, treating, dehydrating, conditioning, compressing, processing, or transporting of Oil or Gas produced from the Leased Premises, then such 
dcduclio1L~ shall be added back to the price received for purposes of computing the Gross Production upon which royalties are to be paid. The owner of the 
soil, the GLO, and Lessee agree that tbe fo regoing provision is to be giveu full effect and is not to be constmed as "surplusage" under Heritage Resources, 
!11.::. v. Natlonsh1111k, fJJ9 S.W.2d 118 (Tex. 1996). 

(I) ROYAL TY IN KIND: Lessee shall pny monetary royalties based on the vnlue of the Gross Production from ihc Leased Premises, unless the GLO or the owner 
of the soil, at the option of either, elects to receive its royalty in kind. Lessee shnll pay Oil or Grui royalty, or both, in kiud without deduction for expense~. as 
described in section (4)(k), necessary to m11ke the Oil, Gns nnd nny other products Ready for Sale nnd Use. The ownerofil1e soil or the GLO may change its 
election to tnke royalty in kind or monetary form at MY time or from time to time by giving Lessee notice of such election not less than siltty (60) days in advance. 
If the ownerofthe soil orrhe GLO elects to take its royalty production in kind, it may elect to have the royalty production of the Oil, Gas, and nny other products 
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that are in 11 Ready for Sale o.nd Use condition delivered in kind at the location Lessee sells its production, or at another location mutually acceptabl<l to owner of 
the soil or the GLO and Lessee. Lessee shall bear all costs to the point of delivery. If the GLO or the owner of the soil elects to take its royalty in kind, the 
partie~ agree to e,"tecute either the State'8 fonn of Gas Balancing Agreement or any other agreement that is acceptable to owner ofthe soil or the GLO and Lessee. 

(m) SEPARATION: Lessee agree9 that before nay hydrocarbons in liquid form and any Gas produced from the Leased Premises is sold, transferred, surface 
commingled with the production from any other lease tract and/or pooled unit, or is used or processed in a plant, it will be nm free of cost to owner of the wil 
nnd the OLO through II gravity-based Oil and Gas separator of conventional type nnd of adeq11ate si7.e and efticiency such that 1111 liquid hydrocnrbons recoverable 
from the Gas by such means shall be recovered. Uron written consent of the GLO, Lessee may apply other forms of scpamtion equipment that urc ut least ns 
efficient as a gravity-bused separator upon such tcnns und condit ions ns prescribed by the GLO. Upon written consent of the GLO, the requirement thllt such 
Gas and liql!id hydrocarbon.~ be nlll through a separator or other equipment 11\1\Y be waived upon s11ch tcm1s lllld conditfoM as prescribed by the GLO. Lessee 
must request nnd obtain a wnivcr in writing from the GLO before the installation nnd/or use of any full well stream/wet Oos/multiplu:ise flow meters that 111ca.1urc 
any production on or from the Leased Premises. 

(n) COMMlNGLL"G: Lessee must obtain prior written pcm1ission from the GLO per 31 TAC §9.35(a)(3) before surface commingling Oil and/or Gns production 
from a state lease or pooled unit with the production from any oilier private or state lease and/or unit into (i) a common manifold and/or separator, (ii) common 
storage, (iii) a common gathering system or pipeline, or (iv) to utilize an off-lease Gas supply to inject Gas for lift purposes into any Oil• or Gus-producing 
formation in the Leasoo Premises. These requirements are in addition to, and apart from, the rcqukemcnts of any other state nod/or federal agency. 

(o) METERING: LesNce ugrccs that uny hydrocarbon,~ in liquid form and any Ga3 produced from the Leased Premises shall be measured separately before the 
Hquid hydrocarboll!l and/or Gas leave the Leased Premises . Lessee a1,rrecs to comply with ull applicable American Gas As:«1eiation (AGA) Standards, as well as 
the American l'etroleum Institute (AP!) Manual of l'etrolcum Measurement Stimtlurds (MPMS) for any measurement device or tank that covers the siandarciil, 
pr.icticcs, guidclin~-s, recommendations and procedures which include, but are not limited to, the design, instullution, calibration, testing and handling of samples 
and operation of a metering system used for th~ measurement ofhydmcamoo~ in liquid fom\ or Oas at nny meter location on the Leased Premises, at a point of 
lcnsc c11stody transfer, for the purpose oflen.-;e allocation in the event or surface commingling, or for the reporting and alkx:ation of lease fuel, flared Gas volumes, 
vented volumes or nny other lease use. 

b1) ROY AL 1Y ON CONTRACT SETTLEMENTS: Lessee shnll pay to the owner of the soil mid the GLO royalty at the applicable royalty rate on any monetary 
settl.:mcnt received by lessee from any breach of contract by Lessee's purchaser relating to the marketing, pricing or tnking of Oil or Ga~ production from the 
Leased Premises. 

!'i. PAYMENTS, SUBMISSIONS AND NOTlCES TO LESSOR: • • •••••• • (a) MON~;TAR Y ROY,.U,'l'Y PAYMENTS: All royalty owed to lhc GLO hereunder nnd not paid in kind at the ekction of the GLO shall be pa.id to the GLO 
at Austia, Tens, in the following manner: payment of royally ou production of Oil and Oas shull be as provided in the Rules. The Rules clllTcntly provi~at: • 
royalty on Oil is due and must be received in the GLO on or before the fifth (S'h) day of the second (2W) month succeeding the month of production or such 
later <lat~ as may be prescribed in the Rules. Royalty on Gas is due and must be received in the GLO on or before the fifteenth (l 5~) day of the seC<md (2~ 
month wucceetling tht! month of production or such later date as may be prescribed in the Rules. All royalty payments must be occompan[ed by the affidavit 
ofth~ owner, rnanagcr or other authorized ngent, completed in the form and manner prescribed by the GLO nnd showing the gross nmount ond disposition of 
all Oil and Gas produced and the market value of the Oil and Gas. Lessee must maintain, and make available to the GLO upon request, copies of all docut,i.11.: • 
record~ or rcrorts confirming the Gross Prcxh1ction, disposition nod market value including Gas meter readings, pipeline receipts, Gas line receipts nncfother 
chcck,5 or mem,1randa of the amount produced and put into pipelines, tanks, or pools and Gas linC1! or Gas storngc, nnd any other reports or records which~ 
GLO moy require to verify thll Oros.~ Production, disposition and market value. In nil cases the authority of a manager or agent to net for the Lessee ~!r,in•. 
must he filed in the GLO. Each royalty payment shall be aceompnnioo hy a check stub, ~chcdulc, sununary or other rcmilt,,nce advice showing, by the ns~gncde 
G LO lease number, the amount of royalty being paid on each le use. : • • • • 

••• 
(b) MANNEU. ANO TIMELINESS OF PAYMENTS: A monetmy roydty payment that iH not submitted electronically shall be cons.idered timely paid if 

delivered to the GLO on or befor(l the applicable due date or if deposited in a postpaid, properly addressed wrapper with a post office or official depository 
und~r the care and custody of, and postmarked by, the United States Postal Service at least one (I) day before the applicable due date. A payment that is 
submitted electronically ~hall be con~idcrcd timely paid if such payment is succcs1f111ly trnn~mitted lo the proper account with the Comptroller of the State of 
Tex.as on or before the due date. 

(c) l'F:NAI.TlES AND INTEltEST: Lessee shall pay penaltie~ and interest due on late royalty payment~ and other sums due, and for failure to provide 
documents, (whether physical documents or infonnntion in electronic fonn), as provided by law or the Rules. Tut! right to collect penalties ond interest is in 
nddition t..1, and shall not in any way limit or restrict, the rights of the GLO to pursue other remedies at lnw or in equity, including without limitation forfeiture 
of this lease. If Lessee pays royalty on or before ihirty (30) dnys alter the royalty payment was due, then Lessee owes a pcnulty of five percent (5%) on the 
royalty or twenty-five doll!ITT ($25.00), whichever is greater, A royalty p~yment which is over thirty (30) days late shnll ~ecruc a penalty often percent (10¾) 
of the royalty due or twcrity-fivc dollars ($25.00}, whichever 1$ greater. [n addition to a pcnnlty, royaltiM shall accnic interest when the royalty is sbt.ty (60) 
days overdue. Affidavit, and supp,.1rting documents which arc not filed when due shal! incur a penalty in nn amount set by the Ru\e9 that were in effect on the 
date when the affidavits or supporting documents were due. TI1c Lessee shall bear all responsibility for paying or cnusing royalties to be paid a~ prescribed by 
the due <lute provided herein. Payment of the delinquency penalty shall in no way operate to prohibit the State's right of forfeiture as provided by law nor act 
to postpone the dale on which royalties were originally due, The above penalty provisions shall not apply in cases of title di~'Pule a.s to the Stute's portion of 
the royalty or to that portion of the royalty in dispute a~ to fair market value. 

(ti) PAYMENTS, NOTICES, AND CORRESPONDENCE TO LESSOR; Lessee shull us8 ure that ull royalty payments, shut-in royalty payments, dcluy rentals, 
and all other payments due under this lease, as well as documents, reporu, notices, and other information, unless expressly provkk:d herein that such paymt11t 
or information be directed to another office, are directed to the following address: 

lfto the owoerofthe soil, to the n<ldress first listed above. 

lfto the GLO: 

Te)UI~ General Lnnd Office 
P.O. Box 1287J 
Austin, Teu8 78711-2873 
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or 

Texas Gcncml Lan<l Ollicc 
1700 N. Congress Avrnuc 
Austin, Texas 7870 l 

or such other address as may then be specified in the Ruks. Any pnymcnls submitted electronkally shall be delivered by electronic funds transfer to the proper 
account with the Comptroller. 

(e) NOTICES AND CORRESPONDENCE TO I.ESSEE: Notices and correspondence to Lessee shall be sent to the address shown ahove or such other address 
as Lessee shall pmvide in writing to the owner of the soil nnd the GU). Any such notice of change ofaddress must specificnlly reference this Lease. 

6. RECORDS: 

(a) RESERVES, CONTRACTS AND OTHER tu:COIWS: Upon written request by the GLO, Lt:Ssee shall annually furni sh the GLO with its best possible 
estimate of Oil and Gas reserves underlying this lease or allocable to this lease and shall furnish the GLO with copi<ls of all contracts under which Gas is sold or 
processed an<l all subsequent agreements an<l amendments to such contract., within thirty (30) days after entering into or making such contrncls, agreements or 
amendments. Such oontmcts nnd agreements when received by the GLO sb.,11 be held in confidence by the GLO unless otherwise authorized by Lessee . . All 
other contracts and records pertaining to the production, tran.sportation, sale and marketing of the Oil nnd Gas produced ftom these Leased Premises, including 
the books and nccounls, receipts and discharge~ of all wells, tanki;, pools, meters, and pipelines shall at all times be subject to audit, inspection, and examination . 
by the GLO, the Attorney General, the Governor, or the representative of any of them. 

(b) PER.i\11TS, DRILUNG RECORDS AND REQUIRED FILlNGS: Written notice of all ope.rations on this lease shall be submitted to the GLO by Lessee or 
operator five (5) days be for~ spud date, workovcr, re-cntly, tcmporruy abandonment or plug and abandonment of any weU or wells. Such writt~n notice lo the 
GLO shall include copies ofRnilrond Commission fonns for npplicntion to drill. Copies of well tests, completion reports and plugging reports shall he ~upplied 
to the GLO at the time they are filed wiil1 the Texas Railroad Commission. All applications, p,:rmits, reports or other filings thnt reference this lease or any 
specific well on the Leased Premises and that are submitted to the Tc,i;as Rnilroad Commission or any other govemmentil agency must have the word "State" 
as !he first word in the tiile. Additionally, in accordance with Railroad Commission rules, any signage on the Leased Premises for the purpose of identifying 
wells, tank batteries or other associated improvements to the land must also include the word "State." Division orders must be submitted to the OLO within 
thirty (30) days of fmt proou~tion. GLO shall no! be required to sign any division orders. Lessee shall supply the GLO with any records, mcmonmcla, accounts, 
reports, cuttings an<l cores, or other infonnation relative to the operation oflhe above-described Leased Premises, which maybe requested by the GLO, in ud"li<A: • 
to those herein e,cpre~sly provided for. Lessee shall have a basic electrical log as defined by the Railroad Commission made on the bore-hole section, frost the 
base of the surface casing to the total depth of well, of all wells drilled oa the above described Le used Premise8 or such olher .log or logs as a rea.,onabl~ H~: 
prudent operator would nm and shall transmit a complete suite of such logs on each well to the GLO within fifteen (IS) day! after the making of said logs .. • • 

• 
(c) PENAL TlES: Lessee shall incur a penalty whenever reports, documents or other materials are not filed in the GLO when due. The penalty for late filing shall 

he set hy lh.e GLO adminlstraiive rule which is effective on the date when the materials were due to the GLO. 

• • 7. RETAINED ACREAGE: Notwithstnnding any provision of this lease to the contrary, niter a well producing or capable of producing Oil or Gas has been eom11t!'tM .. 
on the Leased Premises, Lessee shall e,i;ercise the diligence of a rensouahly prudent operator in drilling such additional well or wells as may be reasonably necessary for the 
proper dcvcl\1pmcnt of the Leased Premises and in marketing the production thereon. • 

See Addendum Section 2 for replacement languag~. •. 
(a) VERTICAL: ln tho event this kasc is .in force and effect in whole) or in pnrt, hw• (il) yeHPS 111\er the e1tf!ifllliee i:lnia af Iha 11Jitl'A'-'' le"" it shall then temlh,ati! • 

as to all of the Lea.ml Premises, EXCEPT as to the following acreage amounts for well~ drilled under this k.isc capnblc of producing in pnying qunntitics (including a)ffi.t• • • 
in Oil or Gas well as provided in section 11 hcreo f), or n well that ha~ been spud and upon which Les.~ee is then engaged in continuous drilling or reworking opcratio~: ( 1, • 
the lesser of 40 a~,es or the amount of acreage assigned to nn Oil well for proration purposes under special field rules; (2) the lesser of 80 acres or the amount of acreage 
assigned to a Gas well for proration purposes under special field rules; (J) for horiwntal dminholc wdla the amount of acreage retained shall be the greater of 40 acres or 
the amount of acreage determined by the following fonnula: 0.032 x L = A, . where L ~ the length (in feet) of the horizontal lateral component of the well from the tl.rBt 
lak:epoint lo the lw;t tnkcpoint and A= !he area retained (in acres) provided that, if A is no! di vL~ible by the number 20, A will be rounded up to the next number tlivisible by 
20, i.e. (0 .032 x 4500 feet,_ 144 acres, which rounds up to 160 acres); (4) if more ocrenge is requirnd thHn is provided for in(!), (2) or (3) above in order to obtain the 
maximum allowable wider special field rules for the permitted or producing interval or intervals, upon written approval from the GLO, such number of acres that are 
required lo obtain the mmdmum allowable as required by the special field rules as approved by the R.ailrou<l Cu=IB~ion of Texas, or any successor agency, or other 
governmental authority hnvingjurisdiction; or (5) the number of acre.,; held in a pooled u11it pursuant to N,lturnl Resources Code Sections 52, 151-52.154, Aftertennination 
pursuant to this subsection, each tract retained shall he considered a separate lease and must be maintained independently. Lessee shnll retain the right of ingrc!i$ and egress 
on and ncro~-s tho terminated portion of the Leased Premises a.q may he reasonnhly necessary for the continued operation of the portions of the lease remaining in force and 
effect. Purther. Lessee shnll retain an easement for its pipelines, lank batteries or Oihcr surface equipment or installations on the tenninntcd ncn:nge for so long as they 
continue In be used for the development and operations on the retained acrcngc. 

See Addendum Section 2 for Insertion text. 
(h) HORIZONTAL: Two (2) y.:nrs after the cxp1ranon ctate ot the pmnary 1em11111s lease shllll turthcr tcmunn.te as to those depths stipulated as follows for each 

Inlet reiained in section 7 (a) above: for vertical wells, I 00 foct true vcnicru tkplh bdow the deepest then producing perforations; for horizontal w.:lls, 300 ft:et true vertical 
depth below the deepest depth reached by the horizontal lateral between the first taL:cpoint nnd the last takt1puint, and for acreage retained that is pooled or unitized, all 
depths above and below the pooled or unitized interval. If a well has been spud and i6 being drilled over this tennination date, the acreage retained by said well under section 
7 (a) shall be held as to all depths for so long as such operations continue diligently in a workmanlike mam1er without interruptions totaling more than sixty (60) days in the 
aggregate (or such longer period of intem1ptions iw may be approved by the Commissioner or hi9 authorized designee) until completion of a well capable of producing in 
paying quantities oms a dry hole. Upon completion of a well as described in the preceding sentence (with "completion" defined ns the earliest of(l) fourteen days after the 
release of a drilling rig capable of drilling to the target fonn..1tion, (2) forty-eight hours after the release of a finishing rig, or (3) upon filing of a completion report at the 
Texas Railroad Commission), or ifno ~uch well capable of producing in paying quantities is completed within the stated period, th~ iwreage retained shall then terminate as 
to those depths as provided in this sccticm. 

(c) IDENTIFICATION A.~D FILING: The surface acreage retained heret1tlder as to each well shnl1, as nearly as pmcticnl, be in the fom1 of a square for vertical 
wells or (I rectnngl~ for horizontal wells, with the well located in the center thereof, or such other sha[le as t:nJJ.Y be a[lproved by the GLO. Within thirty (30) dnys after partial 
tcm1ination of this kaso as provided herein, Lessee must execute nnd record a release or releases containing a satisfactory legal description of the acreage nnd/ordcpths not 
reiaincd hereunder. The recorded release, or a certified copy of same, shall be filed in the GLO, within thiaty (30) dnys of recording ncoompanicd by the filing fee prescribed 
by the GLO mies in eficcl on the dntc the release is filed. If Lessee foils or refitses tn execute and record such release or releases then the GLO, in its solo discretion, may 
dcsignat.!, by wrillcu itistruinent, the acreage and/or depths that hove tcnnin11tcd hereunder, and record such instrument at J,csscc's CXJ!ensc in the county or .::aunties where 

5 
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the lease i$ locatcd and in the official records of the GLO, and ~uch designation shall be binding upon Lessee for all purposes. lfat any time a!ler the effective date of the 
partial tennination provisions hereof, the applicable field rules are chllllged or the well or wells located thereon are reclassified so that less ucreuge i~ thereufter allocated to 
said well or wells for production purposes, thiH lease shall thereupon terminate as to all acreage not thereafter allocated to said well or wells for production purposes, and 
Lessee shall file a release or releases in the same manner as provided above. 

(d) FIELD RULES A.."1/D EXCEPTIONS: [f Lessei: seeks to amend exi~ting field mies to establish field rules applicable to the Le:ised Premilles, and if Lessee 
requests a hearing for the amendment or c:stnblishmcnt of field m\cs, or if Lessee requests the consolidation of existing field n1les or an exemption from field rule~ or 
statewide ruks, or if Lessee seeks to adopt field rules different from those in use in the immediate arCll, Lessee shall notify O\¥ncr of the soil and the GLO of such request 
prior to any Railroad Commissi(m hearing and provide all exhibits to the owner of the soil and the GLO relative to such hearing. Any attempt by Lessee to establish, amend, 
consolidnte, or exempt ~uch field rules without owner of tho soil's and the GLO's prior consent shnll not be applicable to the Leased Premises unless and until such consent . 

· is given. 

8. OFFSET WELL<;: If Oil and'or Gas should be prnduced in commercial quantities fmm a well focated within the applicable statutory offset distance from the area 
included herein, or which well is draining the area covered by this lc:ise, the Lessee sh:111, within one hundred (100) days after ~·uch initiol production from the draining well 
or the well located within the appUeable 6tatutoiy oflilet distance from the nrea covered by tbill lease, begin in good faith and prosecute diligently the drilling of an offset 
well on the area covered by this lease, and such offset well shall be drilled to such depth as may be necessary to prevent the undue drainage of the area covered by this lease, 
uml the Lessee shull use all means ncc1->£sury in a good fuith effort to make ~uch o!Tuc::t well produce Oil and'or Gas in commercial qwmtitles. Only upon the determination 
of the GLO with its written appruvaL may the payment of a cumpcnsaroiy royalty satisfy the obligation to drill an offset well or wells required under th.is section. 

9. DRY HOLE/CESSATION, DIULUNG, AND REWOlOONG: 

~a, If, d41.iug the pdttthtJ teem hc1cot~ withiH sixtJ e60} da:, ., c,f a ka.ic uuui,..,rsmy datt;:, (i) Lessee should toiirpktc a ndl n:! A city hole) vt (ii~ p.odocticm .should 
0011110, ll'leR l!le lel'lne in 1nfliRloi11ed 1:wer t~e 111rnh•0r!illFY 111110 ·11ilhe111 the f:lil~1R1e111 affl .loh•~• renlRl. lfl• t\t=y lrnlo is eetnpleted RF J!red11slillR er drilli11g llf10FlllienR oeane w.ere ,_, 
tl1,ur si.cty t68) ci"1! bcfbrc ft lctuc-nn11iQcr!u,, dote, tt delay tct .tnl 1e11.1st be 1mid 011 r>t befort si1ch mmivcr!ntJ elate tu 11mi11htht tl1c tease mrd 11pon. foilmc to nmkc sc1dr 
i,1i,'fl1011111,o le11.ie (11\~II 1e"¥1i1111to ~111le.1s e1hel'Vl•hie held ~\'et ,he mmi~e,r,a,-:,• deie 1i,, 11!1,litienal 1lr.Ui11g t1r,efflti,m.1 e, ,~ e;1lahlir1hn,e~l efr,refl~etian fl~11'ing lhe ai~1, ~68) 
'"", prior 10 tl,e """i+cr,111i, d11te. ff, clttrini; •he ltt31 )ettr oft!,e rriM,r, tel"!I,, tlte rro~ltietio!'I of Oil c,r Gn! lhottld ecft3C, le9'ec'3 rii;l1t.1 .tl,11!1 reh111in in foll ~,rce 1111d effeel 
.. itli.cn .t ft,!'!hcr oprn,tio", tmlil the e,'q'lir11!ie_, of the l'" --\!I ., !Cf'ftt, ttl'ld if l.eJJe.e ht1, ""' •cJ.1med p•od11etiort i!'I r,n, irit; qt111r,ti1ie, 111 tn.c citl'iri,tion of the pritnnr, tern 1, 
Lessee nmJ 1nahrt~1in dtis tca.,c by t<mductiug a,t,titicmal cl1Htiug tH tCV\<1t.kh1g opcratl<1tn pursuant tc1 :cc,tiu11 9et,,~, cuing the cxphalion of 11.c ptin.auJ tc11n a.\ the elate,,£ 
ccssntion r.ifp1odt1ctio.1 emckr scctio1r9tb,. Sltcmld tltc Rdt cod I 01 any subscqucm eodl d, iHcd 01t the above described lnttd be cum,,lc.tul n! u sh1.t in Oif or On:s ncil iw'!thirr 
the p1i111n,, le1111 he,e"f, Le11Jee 11tt1) ,e.mme I'") rne111 f!f the mm.ml reritul in !he ~ume t11t11tt,ern~ I"", itled he, ei11 61! "' 1,ef.,.e the ,entul pn, i"!: dt1h'.l F.,11., ni".!: the e.ti,i"1tidrt 
11f3illt, E68) e8,., fte111 the ;late efeomi,letion t1f ~11eh ~!mt il'I Oil or Gn~ \, ell 1111!! 11r,en the fililHre ie l'llf~te ,ueh l"e,,l'lellt, !hi~ 1eu9e 3h611 !IHIOll'lolieell, temiil'lnle. If, 81 ihe 
eul'il'lllion ef the l'Fitl'IUI') tem, "' uny till'le ihei'lml4~,. "~h11t in Oil "'Gu, ·" ell i, lt,enh,tl en ihe LeuJetl PP!lll'li~.1, pt1/menl~ ll'ltl) lie fl'ltt!le ir, nee1m!t1nee ., ii11 !he ~!Jtil it,:• 
p1o+iJic)l'll hereof. • 

• • •••••• 
(b) If, at the ex.piratio11 of the prinmry term, neither Oil nor Gas is being produced from the Leased Premises, but Lessee is then engaged in drilling or rewo!king 

operations thereon, this lease shall remain in force so long as operation.q on said well or for drilling or reworking of any additional wells arc prosecuted in good faith and ii, 
workmanlike manner without intem,ptions totaling more than Mixty (60) days <luring any one such operation, and if such operations result in the production of Oil ancVor 
Gas, so long thereafter as Oil and/or Gas is produced in paying quantities from the Lensed Premises, or _pnym.:int of shut-in Oil or Gas wdl royalties or compensatory royalties 
is made as provided in this lease. • • 

•••••• • (c) lf, alter the expiration ofth<: primary tcnn, production of Oil or Gas from the Lensed Premises, alter once obtained, should cease for any cause, this lease shnlL 
not terminate if Lessee: restores production in paying quantities within sixty (60) days atlcr such ccssntion or commences ndditionnl drilling or reworking operations within 
sixty (60) d,1ys after such cessation, nnd this lease shall remain in full force and effect for so long as such opcmtioru continue in good faith Md in worlonnnliko m~r • • 
without interruption.~ totnling more than sixty (60) days. If such drilling or reworking operations result in the production of Oil or Ga.~, the lease shall remain in full tircl • 
and effect for so long as Oil or Gas is produced from the Leased Premises in paying quantities or puymcnt of shut-in Oil or Gas well royalties or payment of compen.t~ • • 
royalties is ma<lt: us provided herein or us provided by law. If the drilling or reworking operations n.'llult in the completion of a well 11s a dry hole, the lease will not ternftnat~ • 
if the Lessee conunenccs additioru1l drilling or reworking operatio1L~ within sixty (60) days after the completion of the well as n dry hole, und this leas" shall remain in effect ·. 
SQ long as Lessee continue3 drilling or ·reworking operations in good faith and in a work.manlike manner without interruptions totaling more thar1 sixty (60) days, 1.essee 
shall give written notice to the GLO within thi.t1y (30) clays of any cessation of production. 

10. POOLING; ALLOCATION: (a) Lessee is hereby expressly prohibited from pooling or unitizing the Leased Premises or any interests therein with any other 
leasehold or mineml interest for the exploration, development and pruduction of Oil or Gas or either of them without the express consent of the School Land Board and 
tbc Commissioner. A well, whether or not ch1ssified as an alloc:atio11 wdl, that trnvCP->(.."l! multiple leases or units includin1;: the, Leased Premises he~umlcr, one or more 
of which leases or units contuins Oil and Gas owned by the state, nnd w~.ich well is not associatccl with an ngrcement approved by the GLO and owner of the soil Hpecifying 
the allocation of the pro<IL1ction elf state-owned Oil and Ons, is hereby expressly not permitted nnd may not operate on or under this lease or a unit containing state-owned 
Oil and Gas withom the prior written co1t.~cnt of the Commissioner or hi$ authori1.ed dcsigncc, which consent may be granted or withheld in the Commissioner's sole 
discretion. 

(b) Lessee is hereby granted the right to pool or unitize the royalty interest ofme ov.11cr of the soil under this k.asc with nny other lcn.'IChold or mineral ii1terest for 
the exploration, development and production of OH or Gas or either of them upon the snmc: terms as shnll be approved by the Schl1ol Land Bonrd and the Commissioner 
for the pooling or w1itizing of the interest of the State under this lease pursuant to Texas Natural Resources Code § §52.1 .51-.52.154. The owner of the soil ugrecs thut the 
inclusion of th.is provision in this lease satisfies the execution requirements set out in Texas Natural Resources Code §52.1 n. 

1 I. SHUT-IN ROYAL TIES: For purposes of this ~ection, "well" mtans 11ny well that has been a8signed a well number by the governmental agency having jurisdiction 
over the production of Oil and Gas. lf at any time after the expiration of the primary tem1 of a lease that, until being shut in, was being .naint-.iincd in force and effect, a well 
capable of producing Oil or Gas in paying quantities is locuted on the Leased Premises, but Oil or Gas is not being produced for lack of suitable production facilities (lack 
of fj\Jitable production facilities is not accepiable as a reason for making a shut-in payment if all or part of such production facilities are owned and /or operated by Lessee, 
and the cause is due to Lessee's improper maintenance or neglect) or lack of a suitable market, then Lessee may pay us a 6hut-in OU or Gas royalty an amount equal to 
double the annunl rental provided in the lease, but not less that\$ 1,200 a year for each well cnpablc of producing Oil or Gns in puying quantities. 1£ section 3 of this lease 
does not specify a delay rental amount, then for the purposes of this section, the delay rental nmo1.1nt shall be one dollar($ 1.00) per llCtC. To be effective, cnch initial shut­
in Oil or Gas royalty payment, accompanied by the GLO Shut-In Affidavit, must be paid on or before: (1) the expiration of the primary term. (2) SL'l.ty (60) days aficr the 
Lessee ceases to produce Oil or Gas from the Lcllscd Premise.~. or (3) Sixty (60) days after Lessee completes a drilling or reworking operation in accordaru:e with the len.<ie 
provisions; whichever date is thti lutes!. Such p11ymcnt shall be made one-hulf (1/2) to the Commissioner, and one-half (1/2) to owner of the soil. If the shut-in Oil or Gns 
royalty is paid, accompanied by th<l GLO Shut-In Affidavit, the lease shnll bo considered to he a producing lease and the pnyment shRll c;,:tcnd the tem1 of tho lease for a 
period of one (1) year from the end of the primary tem1, or from the first (l ") day of the month following the month in which production ceased, and, 11fier that, if 3fi0r a 
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diligent effort, that being those of a reasonable and pmdcnt operator to obtain or repair the production facilities or to obtain a market, no suitable production facilities or 
suitable: market for ihe Oil or Ga.~ exists, Lesse may, upon written approval of the GLO, extend the lease for four (4) more successive periods ofone (1) year by paying the 
same amount each year on or before the expiration of each shut-in year. 

12, COMPENSATORY ltOY AL TIES: u; <luring the period the lease is kept in elT~t by payment of the shut-in Oil or Gas royalty, Oil or Gas is sold and delivered in 
paying quantities from a well located with.in the applicable statutory olfact distance from the Leased Premises and completed in the same producing reservoir, or in any case 
in which draiMgc is occurring, the right to co tinue to mnintain the lcnse by paying the shut-ir, OH or Gas wynlty shall cease, hut the lease shall remain effective for the 
remainder of the year for which the royalty hns been paid. Upon written arprovnl from the GLO, the Lessee may mnintnin the lease for four (4) more successive yenl'S hy 
Lessee pnying comptmsatory royalty at the roy~lty rnte provided in the lcnsc of the rmrkct value of production from the well causing die drainage or which is completed in 
the snme producing reservoir and within the applicable statutmy offset distnnce from the Leased Premises. The com~>ttsatory royalty is to be paid monthly onc-hnlf (1/2) 
to the Commissioner, and one-half (1/2) to owner of the soil beginning on or before the Inst dny of the month following the month in which the Oil or Oas is produced from 
the well causing the drainage or thnt is completed in the ~rune producing reservoir and located within the applicnble stntutory offset distance from tl\C Lensed Premises; if 
the compensatory royalty paid in any twelve ( 12) 11\onth period is in an amount less tbnn lhll annual shut-in Oil or Gas royalty, Les;.cc shall pay an nmount equnl to the 
diffcn."!ICe with.in thirty (30) days from the end of the twelve (12) month period; and none of these provisions will relieve Lessee nfthe obligation ofrensonnblc development 
nor the obligation to drill offset wells as provided in N.R.C. Section 52,034; however, at the determination of the GLO, und with the GLO's written approval, the payment 
of compensatory royalties shall sati~l'y the obligation to drill offset wells. Compensntory royalty payments which urc not timely paid will nccrue penalty and interest in 
accordance with section .5 of this lease. 

lJ, At/THOIUZED VA.MAGES. Lessee ~hull pay the owner of the ~oil for damages caused by its operatio!lq to all personal property, improvements, livestock and 
crops on the Leased Prcmisci;. 

t4. USli; OF WATER; SURFACE: Lessee shall have the right to use water produced on said land neccs811ry for drilling operations hereunder and solely 11po11 the 
Lensed Premises; pcovided, however, Lessee shall not use potable water or wntcr suitable for livestock or irrigation purposes for water flood, hydraulic fracturing, or 
completion operations, whether such water is from stock tanks, su.rfnce reservoirs, existing wntcr wells, or !.trcams 011 the l..cnsed Premise~, without the prior written consent 
of owner of the soil , Lessee shall hnve the right to use so much of the surface of tho land that may he reas11m1hly necessary for drilling and operating Oil and Gas wells and 
transporting and marketing the produetion therefrom, such use to be conducted un<lcrconditions of least injury to the surfoceofthe land. 

1 S. POLLUTION: In developing the Leased Premises. Lessee shall use the highest degree of cnre nod all proper snfcg\mrds Ill prevent pollution. With.out limiting the 
foregoing, pollution of coastal wetlands, natural waterwnys, rivers and itnroundcd water shall he prevented by the u~e of containment facilities sufficient to prevent spil!nge, 
seepage or ground water contamination. rn tho event of pollution, Lessee shall use all means at its disposnl to recapture nil escaped hydrocarbons or other pollutnnts and 
shall be reBponsiblc for all damage to public and private properties. Failure to comply with the requirement:i of this provision may result in the maximum penalty altowed 
by law including forfeiture of the lease. Lessee shull be liable for the damages caused by such failure and any costs and expenses incurred in clClliling areas a!Tecte<l b: Jl.e • 
discharged waste. • • • • 

• • 
16. IDENTIFICATION MARKKRS: Lessee shall erect, at a distance not to excllt.:d twenty-five (25) foct from each well on the premises covered by this lease, a leiltire•• • 

sign on which shall be stated the name of the operator, the lease designation and the wi,ll number. \.'/here two or more wells on the same lease or where wells on two or. 
more leases are connected to the same tank batiery, whether by individual tlow line connection.~ dir~ct to the tank or tanks or by use of a multiple header system, each line 
between each well and such tank. or header shnll be legibly identi lied at nil times, either by II fim1ly mmcbcd tng or plntc or an identification properly painted on such line at 
a distance not to exceed three feet (3 ') from sud1 tnnk or header conncctlon. Saict signs, tags, plates or other idcrttification mark.ors shall he maintained in a legible condition 
throughout the term of this lease. : • • • : • • 

17. ASSIGNM~: NTS: (a) Subject to the right of the GLO to require a dcmonstrntion by the imnsfcrcc of its finnnciat responsibility, this lease may be transferred nt an/ 
time; provided, however, that the liability of the transferor to properly discharge its obligation under the lca$C, including properly plugging abandoned wells, ren~i.g • • 
platfotms or pipelines or remediation of contmnination at drill sites shnll only pass to the transferee upon the prior written consent of the GLO. The GLO lllllY requht th~• 
transferee to demonstrate financial re!.ponsibility and mny require a bond or other security. All trnDSfcrs must rcfcrt.'l\CC the lease by tho file number nnd must be recordt~ in • • 
the county where the area is located, and the recorded transfer or a copy certiticd to by the County Clerk of the county where the trMlifer is recorded must be filed :S th~• 
CLO within ninety (90) days of the execution date, as provided by N.R.C. Section 52.026, accompanied by the filing fee prescribed by the OLO rules in effect on the date 
of receipt by the GLO of such trnnslcr or certified copy thereol'. Without limiting the liabil.ity of the original lessee or any prior transferee for that entity's debt~ owed to the 
GLO hereunder, every tmnsforce tihull succeed to all rights and be subject to ail obligations, liabilities, and penalties owed to the State by the original lessee or any prior 
transferee of the lea~, including any liabi!itic3 to the State for unpaid royalties. 

(b) Notwithstanding any provision in subsection 17(a), if the owner of the wil ac4uires this lease in whole or in part by assignment without the prior written 
approval of the Commissioner, thi~ lca.~e is void a~ of the time of assignment and the agency power of the owner may be forfeited by the Commissioner. An assignrnC11t 
will ho trclltcd QS if it were made to Ole owner of the soil if the assignee is: 

(I) a nominee of the owner of the soil; 
(2) a corporation or subsidiary in which the owner of the soil is n principal stockholder or is on employee of such a corporation or subsidinzy; 
(3) n partnership in which the owner of the soil is a partner or is nn employee of such a panncrship; 
( 4) a principal stockholdcror employee of the corporation which is the owner of the soil; 
(5) I\ partner or employee in a partnership which is the owner of the soil; 
(6) u fiduci.iry for the owner of tho soil; including but not limited to a guardian, trustee, e,i;ecutor, administrator, receiver, or conservator for the owner of the 
soil; or 
(7) a family member of the ownerof tho 8oil or related to the owner of the soil by marriage, blood, or adoption. 

18. RELEASES: Lessee may relinquish the rights granted hereunder to the State at any time by recording the rclinquislunent in U1e county where th.is area is situated 
and filing the r1,-corde<l relinquishment or certi fied copy of same in the GLO within ninety (90) days after its execution accompanied by the filing fee prescribed by the GLO 
rules in effect on the date of receipt by the GLO of such relinquishment or certified copy thereof. Such relinquishment will not have the effect of releasing Lessee from any 
liability theretofore .iccr\1(,-d in favor of the Stato, 

19. WARRANTY CLAUSE. TI1e ow11cr ofth~ soil warrants nnd ngrees 10 defend title to the Leased Premises. If the owner of the soil defaull.$ in paymenl!l owed on 
the Leased Premises, then Lessee may redeem the rights of the owner of the soil in the Leased Premises by paying nny mortgage, taxes or other liens on the Leased 
Premises. If Lessee makes payments on behalf of the owner of the soil under this s~-ction, Lessee may rccovcrthc cost of these payments from the rental and royalties due 
the owner of the soi!. 
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20. (a) PROPORTIONATE REDUCTION CLAUSE: lf the owner of the soil owus less tha.11 the e11tire undivi<le<l surface e:;tah: in the above <lcsl:ribed land, 
whctl1er or not Lessee's interest is specified herein, then the royalties 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 entice undivided surface estate and the royalties herein provided to be paid to the GLO shall be likewise proportionately reduced. However, before 
Lessee adjust, the royalty due to the CLO, Lessee or his authorized representative must submit to the GLO a written statement which explains the discrepancy between 
the interest purpo11edly leased uniler this lease and the actual interest owned by the owner of the soil. If an undivided interest rem~lns unleased ou the land covered by 
this lease on the date of first production from the Leased Premi~es, the GLO shall be paid a royalty oft,wenty-flve percent (25%) of the value of the Gross Production 
allocable to said unlcased undivided interest payable on the same terms and conditions as arc provided in this tense for the payment of royalty to the GLO, until such time 
os the Lessco has recouped its drilling and completion costs ("payout") and upon payout the Lessee will give notice to the GLO and beginning on the fil'!lt day of the 
month aftcc payout the GLO shall be paid the value oflO0¾ of the Gross Pr~lduction allocable to said unlcascd undivided interest less the proportionate operating costs. 
Upon written request from the GLO, the Le~~ee will provide the GLO with u title opinion verifying the percentage of unlca.ied undivided interest on the Leased Premises. 

See Addendum Section 6 for insertion language 
(h) REDUCTION OF PA YMF.NTS: If, during the primnry tenn, a portion of the lnnd covered by this lease is inclt1<1ed within the boundaries ofa pooled 

unit that has been approved by the School Land Board and the owner of the soil in nccordnncc with Natural Resources Code Sectlons 52.151•52.154, or it: at nny time 
after the expiration of the primary term, this lease covers a lesser number of acres U1an U1c total amount described herein, payments that are made on a per acre basis 
hereunder shall be rt:duced according to the numbtlr of acres 1x>oled, released, surrendered, or otherwise severed, so that payments determined on a per acre basi~ under 
the terms of this lease during the prim~ry h:rm shall be culculated based upon the number of acres outside the boundaries of a pooled unit, or, if aner the expiration of the 
primary term, the number of acres actually retained and covered by thi:l lea8\l, · 

21. LIEN: In accordance with N.R.C. Section 52.136, the State shall h11ve a first lien upon 1111 Oil und Gas produce<l from the area covered by ULis lease to secure payment 
of all unpaid royalty and othi:r sums of rtJQooy that may become due under this lease. By acceptance of this lease, Lessee grants the State, in addition to the lien provided 
by N.R,C. Section 52.136 and any other applicable statutory lien, an express contrnc!t41l lien on and security interest in uU leased mineral~ in and extracted from the Leased 
Premises, all proceeds which ll'UIY accrue to Lessee fmm U1e sale of such leased minerals, whether such proceeds nrc held by Lessee or by a third party, nnd nil fixtures on 
and improvements to the Leased Premises used in connection with the production or processing of such leased minerals in order to secure the pnymcnt of all royalties or 
other amounts duo or to become du~ under this lease and to secure pnymcm ofnny damages or loss thnt owner oft.he soil may suffer by reason of Lessee's breach ofnny 
covenant or condition of this lease, whether express or implied, Tit!s lease, when filed in the real property records where the Leased Premises are located, and for purposes 
of pcrfoeting owner of the soil's lien on and security interest in all proceeds, shall constitute a financing statement under the Texas Uniform Commercial Code. This lien 
and security interest may be foreclosed with or without court proceedings in the mnnncr provided in Title 1, Chapter 9 of the Texas Business and Commerce Code, Lessee 
agrees U1at the Gt O rnay require Lc!scc to execute and record such instltlments as may be reasonably necessary to acknowledge, attach or perfect this lien. Lessee hereby 
represen~ that there are no prior or superior liens arising from and relating to Lessee's activitien upon the above-described property or from Lessee's acquisition of this lease. 
Should the GLO at nny time detenninc that this representation is not tn,e, then the GLO may declare this lease forfeited as provided herein. 

• • •••••• 22. FOIU-ECTURE: lf Lessee shall fail or refuse to make the payment of 11ny sum within thirty (30) dayM after it hecomes due, or if Lessee or an authorized agent sl!ould 
knowingly make any false return or false repmt concerning production or drilling, or if Lessee shall fail or refuse to drill any offset wdl or wells in good faith as recaiired • 
by law and the rule~ and regulatiom adoptt.-<l by the GLO, or if Lessee Hhould fail to file reports in the manner required by law or fail to comply with rules und rebrut.ifo~ • • 
promulgated by the GLO, the SL8 c,r the Railroad Commiss ion, or refu8tl the prop~r authority access to the records pertaining to operations, or if Lessee or an authorize~ 
agent should knowingly fail or refuse to give correct information to the proper authority, or knowingly foil or refuse to furnish the GLO a correct log of any we!L or if Lessee 
shall knowingly violate any of the provision8 of this lease, or if this lease is assigned and the assignment is not filed in the GLO as required by law, or if Les!lcc shall foil or 
refuse to execute and file a release as required xler this lense and by GLO mies, the rights acquired under the entirety of this lease shall be subject to forfeiture by the yLO, • 
and it shall fo rfeit samo when sufficiently informed of the facts which authorize II forfeiture, and when forfeited the area shall again be subject to lease. However, n~11, • • 
herein shnll be constnicd as waiving the autom:1tic tcrminlltion of this !Clise by operation oflaw or by reason of any spccinl limitation arising hereunder. forfeitures may be 
sci aside and this tease and all rights thereunder reinstated before the rights of another intervene upo11 satisfactory evidence to the GLO of future compliimce with thl 
provisions of the law and of this lcnsc and the rules and rcgu!Mions that may be adopted relative hereto, Neither tennination 1H1r forfcitiirc of this le.= shall have the lt't._:t • • 
of releasing Lessee from any liability theretofore accrued in favor of the State. • • • 

••• 
23. APPLICABLE LAWS AND DRILLING RESTRICTIONS: ThiM lease shall be subject to all mies and regulations, and amendments thereto, promulgute<l t;, th••• 

Railroad C<nnrnission and the GLO governing drilling and producing operntion~ on State land (spcciticnlly including any mles -promulgated that relatu to payment of 
royalties, and auditing procedures, and shall be subject ro all other valid statutes, rules, regulations, orders and ordinances that may atlect operations wider die provisions of 
this lease. Without limiting the generality of the foregoing, Lessee hereby agrees, by the acceptance of this lease, to be bound by ond ~ubject to all ~tatutory and regulatory 
provisions relating to the GLO's audit billing notice and audit hearings prncedurc~. Said statutes are cnrrently found at N.R.C. Sections 52.135 and 52.137 through 52.140. 

24. REMOVAL OF EQUIP.l\'tENT: Subject to limitations in tbi~ ~cction, Lessee shall have the right to remove machinery and fixtures pla~ed by Lessee on the 
Leased Premises, including the right to draw and remove casing, during or within si:t (6) months nfttr the e:tpirntion or the termination of this lease. However, Lessee 
may not remove casing from any well cnpnble of producing Oil nnd Gas in paying quflutitics. Additionally, Lessee may not draw and remove casing until after thirty (30) 
days written notice to the GLO ond to the owner of the soil. If Lessee fo ils to remove such mocbincry and fix.lures within the allotk-d time, then such machinery and 
fixrures shall, at the election of the owner of the soil, either become the property of the owner of the soil nr the owner of the soil miy have such rnachinery nnd fixtures 
removed at the sole expense of Lessee. Notwithstanding the fo regoing, if this lease is forfeited or terminnted for ony reason, Lessee shnll not remove the casing or any 
equipment from the Leased l'remisCll until wells have been plugged to the satisfaction of the Railroi,d Commission, all pill! have been properly filled and nll debris has 
been removed from the Leased Premises, and owner of the soil has provided written approval of all restoration. 

25. FORCE MAJE URE: I~ in the last year of the primary term or thereaflcr, Lessee is preventc<l from complyiug wiU1 any express or implied covenant of this lease, 
from conducting drilling operatious thereon, or from producing Oil and/or Ga.s therefrom, ufl:creffort made in good faith, by reason of war, rebell.ion, riots, strikes, fires , a~ts 
of God or any order, rule or regulation of governmental authority, then while so prevented, Lessee's obligation to comply with such covenant shall be suspended upon proper 
and satisfactory proof pre8cntcd to the GLO (tht! GLO should be notified within fifteen (15) days of any fo rce majeurc event) and accepted by the GLO in support of Lessee's 
contention and Lcs:tee shall not be liable for damages for failure io compl,y therewiU1; and this lease shall be extended while and so long as Lessee is prevented, by any such 
cause, from drilling, reworking operations or producing Oil and/or Gas from the Leased Premises, Lcsseo agrees to immediately notify the GLO when the reason for force 
majeure has ceased. Notwithstanding anything contained herein to the contrary, a well being shut-in as a result of pipeline disn1ptiom that are subject to section 11 of this 
lease does not com1itu!e an event of force majeure, and Lessee 's obligations under this lease arc not, for that reason, excused pursuant to this section 25. 

26. LEAS'1: SECURrrY: Lessee shall take the highest degree of core and all proper safeguards to protect said Leased Premises and to prevent theft of Oil, Gns, and 
other hydrocarbon~ p(oduced from said lease. This includes. but is not limited to, the installation of 11ll necessary equipment, seals, lock~, or other nppropriate protective 
devices on or nl nll access points nt the kusc'H 1, roduction, gathering, und storuge system., where theft of hydrocarbons cnn occur. Lessee shall be liable for the loss of nny 
hydrocarbons resulting from theft and shall pay the GLO royalties thereon as provided herein on all Oil, Gas or other hyclrocnrbons lost by reason of theft. 
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27. SUCCESSORS AND ASSIGNS: The covenunw, conditiollll and ugreement~ contained herein shall extend to and be binding upon the heirs, executors, administrators, 
Sllccesso111 or assigns of Lessee herein. 

28. VENUE: The owner of the wil and Le8see, including Lessee's successors and assigns, hereby agree that venue for any dispute involving the GLO and arising out of 
a provision of this lease, whether ex.pres.~ or implied, regarding interpretation of this lease, or relating in any way to this lease or to applicable case law, statutes, or 
administrative ml,is, shall be in a court of competent jurisdiction either in Travis County, Texas, or in the county where the Leased Premises are located, at the option of the 
GLO. 

29. LAND .PROTECTIONS: 

Lessee agrees t<1 provide at l~nst seven (7) day~• prior notice to owner oft he soil before commencing any surface operations on the Le,1scd Protnlses, such notice to include 
location of operations and work to be performed. 

(a) Upon written request of owner of the soil, Lessee shall constn1ct n fence around any drill site during drilling operations, o.nd if production is obtained, Lessee 
shall construct a fence around all production facilities capable of turning cuttle andior livestock. Lessee agrees 10 install gates at all fonce crossings used by L~sce in 
connection with operations hereunder. Should a cattle guani or guard~ bu placed on the Leased Premises by LC$Sce, then such cattle guard(s) shall be left in place um! 
become the property of owner of the soil after the expiration of this lease. 

(b) Lessee shall not cut uny exterior or bollndary fence nor open any locked exterior or boundary gates of the Leased Premlses without owner of the soil's prior 
written pennission, which shall not be unreasonably withhdd. 

(c) No employee, representative, contructoror any other person llllowed by Lessee to come \1p«.111 the Leased Prcmi~cs sh11II be pcnnitted to hunt, tish, trap, or camp 
on the Leased Premises, nor shall any such persons b.: permitted to bring alcoholic beverages or illegal dmgs on to tl~ Leased Premises at any time. 

(d) All pits used by or on behalf ofLe,isce during drilling operation.~ on the Leased Premises shall be lined with ;\n impervious material so that no tl11ids may escape 
$\ICh pits. Lessee and its assigns shall not let n y salt water or any other dclcterlous substance nm on or over the Leased Premises, or let such substances run into owner of 
the soil's stock tanks or ll.l'IY creek, strenm, river or other body of water, and absent owner of the soil's prior written consent to the contriliy, Lessee shnll not use any wells 
on the Leased Premises for salt water disposal purposes. If owner of the soil elects 1,1 consent to the use of wells tocnted on the Lell~ed Premises for snit willer dispoRal 
purposes, the purties shall enter into a separate agreement covering such disposal. 

(c) Upon completion or abandonment of any well or wells, Lessee shall fill and level ull slush pits and cdlars and completely clean up the drilling site or all rubbish 
thereon and restore the surlil<;e to as near its original condition and contours ns is practicable. Lessee shall, while conducting opemtions on the Leased Prerni!iCs, kecifi.iiA. :. 
premises free of all mbbish, cans, bottles, paper cups or garbage. Lessee shall maintain trash containers at all work sites during con~tmction on the Leased premises,\uch 
trash containers to be located at entrances nnd exits on each side of the rend and near place~ of high activity. Tanks and equipment will be kept painted and prescntubJ •• •: • 

• 
(I) When requested by the owner of the soil, Lessee shall bury its pipelines below plow depth. • 

(g) No drill site locutions, storage tanks, or trcatn~nt fucilities shall he established within three hundred feet (300') of any residence or ham now situated on the 
Leased Premises without owner of the soil's prfor written consent. Lessee shall conduct nil drilling ancl produciion opemtions entirely within each drill site. TI1e owqi:r of• 
the 11<1il shall have the right to participate in the selection of the location of roadways to and from nny drill site on the Lc:.iscd Premises and thnt prior to bc:gmning opcr:¢iMt • • 
hereunder, Lessee shall contact the owner of the soil for consent as to the locntion of mch roadways, which consent will not be unrcasonahly withheld. 

30. OEFlNITIONS: 

• 
••• • • • ••• 

a. "BTU" means British thermal unit, which is the quantity of heat required to raise the temperature of onc-pollnd avoirdupois of pure water fron,:.1'1!.5 • • 
degrees Fahrenheit(''° F") to 59.5° F. An MMDtt1 is one million (1,000,000) British tliennal units. • • • 

b. "Dry Gas" means a Gas that contains le£s than or equal to seven (7) lbs of wnter per million standard cubic foci. The volume of Gas, on a Dry Gas 
basis, shall be determined by lllltthematically removing the water vapor from Gus tbat la p,utially or fully saturat~d with watt:r vapor at measurement 
conditions of flowing pressure und temperature. The totul energy content of Oas shall be the product of mutliplying the volume of Oas, on 11 Dry Oas 
bru;is, times the heating valuu per unit volume, in Btu/SCf, on u Dry Ga~ basis, at the sume ba~e temperature and base pressure. 

c. "Ga~" means mcihane and other Gnseous hydrocarbons, including Gaseous combustible, noncombustible, and inert elements, compounds, components 
or mixtures thereof, and liquctlablo hydro.:arbons in the vapor stream. Gas volumes shall be calculatccl and reported, nt the option of the OLO, in 
standard cubic feel (SCF), one tbo11snnd (1,000) standard cubic feet of Gas (MSCF), or one million (1,000,000) standard cubic feet of Gas (MMSCF). 

d. "Gross Heating Value or DTU Content" means the energy per 1mit volume represented by the number of BTIJs produced by the complete combustion 
of one stnndard cubic foot of Gas (excluding hydrogen sulfide) at n tetnf)Cral\lfe bMe of six:ty degrees (60° F) Fahrenheit and pressure base of 14.65 
pounds per square inch absoluto. 

t:. "Gross Production" means nil Gas rind lluid1i brougllt from undergroWJd up to and through. the well head, and includes: (i) all hydrocarbons produced 
in liquid form as Oil or conderumte at the well head und utso all condensate, distil wit:, und uny other liquid hydroc11rbow recovered from Oil, conden!lllte, 
or Ga8 run through a separator or other equipment; (ii) all hydrocarbons and Gaseous substances not in liquid fonn produced frorn any well; and (iii) 
natural Gasoline or liquid hydrocarbons, carbon dioxide, carbon black, sulfur or any other products produced or manufactured from any GaH or liquid. 
The Gross Production volume~ of Oil, condensate, and Gas includes all sule9, custody transfer dispositions, and/or stored volumes and all non-sales 
dib-position volumes, including but not limited to, lease use, fud, vent, flare, spills, uncontroUed releases, theft, and any other loss. The Gross Production 
of Gaseous hydrocarbons ilhall be adjusted and reported in MMB'I'Us. 

f. "Market Value" means the greatest of (i) the highest posted price, plus premium, if any, offered or paid for Oil, Gas, conden.1ate, distillate, other 
hydrocn.rboos, or any Other Product1 produced or m1mufnct1.1rcd from the Oil or Oas, of similar chamcteristics and type in the g~ncral area, (ii) the 
prcvai.ling market price thereof in the general area, (ill) the proceeds of the sale thereof, or (iv) the highest value renson,1bly available to Lessee. The 
proceeds of sale shall include the totnl value accruing t,) the l.cssee from the sate or 11so of the production, including procecdq and any orltcr thing of 
value received by Lessee or the operator. 
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"M11rketuble" means that sufficient infrastructure is in-place or installed to atlow for the sale or delivery of merchuntable Oil anw'or Gas into the 
custody of an authorized can·ler, receiving agency, or party. 

"Men:bantalil~" means (i) with re8pect to Gas, a Ga~ that is corrunercially free of dust, sand, dirt, gum•fonning constituents, natural Gasoline, liquid 
hydrocarbons, water, inerts, and any other subst:mces that may become separated from the Gas during handling thereof and may be injurious to utility 
facilities, indu~trial, commercial, and/or re~idcntial uscrn that would cause the Oas to be ·unmarketable or require additional treating and/or processing 
to be ready for tt~e nnd ~msumption (sale and use), and (ii) with rcsrcct to Oil, n crude Oil, condensate, and other liquid hydrocarbons recovered in 
liquid form from any hydrocarbon production (oil or Oas) produced 01t or from the Leased Premisei that is suitable for nonnal refinery processing, 
sufficiently free of foreign contaminants or chemicals, and meets the a1111ropriate pipeline or m1ck haul spccitkntions for sediment aJ\d wnter, 

"N11n1ral Gas Liquids (NGLs)" means those hydrocarbons liquefied, removed, recovered, or condensed from nuturul Gas at the surface in field 
production facilities a~ Oil or condensate or in natural Gas processing plants as Oil or st:ihilized condensate and as raw mix: liquids prior to separation 
down to their base components. N11tural Gas liquids that are not recovered or removed ns condensate in plant systems located on or off the Leased 
Premises or in II Pr-JCessing Plant consist of either: (i) Raw Mh, or (il) component plant products consisting ofmercbantable and marketable commercial 
grades and/or blends of each of the individual components, alter fractionation, of ethane, propane, iso-butane, normal butane, and natural Gasoline that 
include pentanes plus (iso-pentanc, normal pentane and hydrocarbon component~ of higher molecular weight), 

"Non-Proce,aell Gas" means all hydrocarbons and Gaseous substances not defined a~ Oil, that are uot processed in plant systelllli located on or off the 
Leased Premises or in a l'roce-ssing Plant to remove or extrnct Natural Gas Liquids to produce a Pipeline-Quality l\atural Gas or Residue Gas (although 
the tcnn includes such substances that have been mooved from tbe Gus that include, but £1Ill not limited lo, ca.rbon dioxide, sulphur, water, or any other 
constituent or component nece~sary tQ produce a Pipeline-Quality Natural Oas ). 

"011" means all hydrocarbons produced in n liquid fom1 nt the mouth of the well nnd nlso all conden!\ate, distillate and other liquid hydrocarbons 
recovered in liquid fom1 from any hydrocai:bon production (o,I or Gns) produced on or from the Lensed Premises when nm. through a scparntor or other 
equipment that is stored Rt pressures less thnn or equal tti IS pounds per square inch gauge, nnd that is not extracted in the fonn of Raw Mix in plant 
systems located on or off the Leased Premfaes or in a Processing Plant rrior to fractionation, All Oil volumes shall he corrected from the measurement 
condition to report the produced volume of Oil in Stock Tank Barrels at Stock Tonk Conditions per the applicable API MPMS standards. 

"Pipdinc-Quality N11turul Ca~" means II natural Gas that is merchantable and marketable that meets an interstate or intrastate trangmission company's 
minimum 6pecifications wltll respect to (I) delivery pressurc,(ii) delivery temperature, (iii) BTU content, (iv) mercaptan sulfur, (v) total sulfur, (vi) 
moisture and/or water content, (vii) carbon dioxide, (viii) oxygen, (ix) total inerts (the total combined carbon dioxide, helium, nitrogen, oxygeo,.w:. 
any other inert compound p~rcentage by volume), (x) hydrocarb(.)n dew point limit!!, (xi) merchantability, (xii) content of any liquids at or immeliately 
downstream of the delivery point into a pipeline, and (x.iii) interchangeability with th~ typical composition of tho Gas in the pipeline with rcspectcu the• 
following indices: Wobbe Number, Lifting Index, Flashback Index, and Yellow Tip lmlex per AGA Bulletin No. 36. : •••• • 

• 
"l'rocllned Gu" means natural Gas processed in u Proc1-'Ssing Plant(s) located on or off the L1mscd Premises where Gas is processed to remove or 
extract liquefiable hydrocnrhons or Raw Mix from the natural Gns stream to produce a Pipeline-Qunlity Nntuml Gas or Residue Gas, NOL~, and other 
pro<focts, and as used herein includes the Residue Gas, the Rnw Mix (and resulting NG Ls), and other product,i. • • •••••• 
"Procusl·ng Plant" means plant systems, located on or ,1ff the Leased Premises, that include a Gas processing plant, natural Gn-~olino plant, Gntilinc 
plant, or other plant where mw ,mprncessed nntural Gas is processed to remove or extract Raw Mix from the nntural Gas stream to produce a Pipclint­
Quality Natural Gas or Residue Gas nnd other products, nnd the R~w Mix is then either (i) scpnratcd by fractionulion down to its base componcntl~Qor• • 
to storage nncVor trmsport that meets or confonns to all applicable Gas Processors Associntion (GPA) Standards and/or Specifications for the comn1t:rci!I• 
sale of each liquefiable hydrocarhon product, or (ii) transported to another plant for separation down to its base comroncnts by fractionation p,ie~to• • 
storage and/or transport for the commercial sale of each liquefiable hydrocarbon product. Any deductions, costs, or processing fees associated ~h the• 
removal or recovery of Natural Gas Liquids is ~trictly limited to ouly that part of any Processing !'lant or facility where Raw Mix is recovered, nnd if 
applicabli: at that plant, ah;o fractionated to their component parts. 

"Produced In Paying Qua titles" mean.~ that the receipl!l from the sale or other authorized commercial use of the substances(s) covered exceed out of 
rocket operational expense~ for the six month~ last past. 

"R:iw Mix" means a mixtu r.c of Natural Oas Liquids (NULs) that has II Lrnc vitpM pressure greater than fifteen (15) pound~ per !l(JUaro inch gauge at 
I 00 degrees Fahrenheit {°F) prior to scparnlion down to its base components by fractionation, typically consisting of a mi:c.n1re of liquefmble 
hydrocarbons, including but not limited to, the natuml Gas liquids ethane, propane, iso-butanc, normal butane, and m1turnl Gasoline that include pcntancs 
plus (iso-pcntanc, normal pontanc and hydrocarbtin components of higher molccubu weight). 

"Ready for Sale and Lise" means the following: 

i. For OU: Oil that is merchnntnble nnd marketnblc and otherwise in a condition such that the Oil is suilllblc for trnnsfcr of 
ownership nn<l will be accepted by a purchaser under a sales contract typical for the field or area, 

ii. 1''or Non-Processed Gas: A Pipeline-Quality Natural Gas tliat is merchantable and marketable nncl otherwise in a condition 
suitable for transler of ownership such that the natural Gas or other Gas product will be interchangeable with and accepted by a 
purchaser under an interstate and/or intrastate Gas sales contrnct typical for the field or area for use by an industrial, ccimmercial, 
anti/or residential user. 

iii. For R~slduc Gas: A Pipeline-Quality Naturnl Gns ut the tailgate of the only or Inst stage of Gas processing to remove Natural 
Gas Liquids that is merchantable and marketnble and otherwise in n condition suitable for transfer of ownership such that the 
nnturnl Gns or other Gas product will be intcrchangcable with and accepted by a purchaser under nn interstate and/or intrastutc 
Gns sales contract typical for the !icld or area for use by an industrial. commercial, amVor residential user. 

iv. For Natural Ga~ Liquid~: (A) mcrchantahlc and markctahlc Raw Mix nl the point sold as such to a third party nl arms' length, 
tir (0) merchantable nnd markctabfo Natural Gns Liquids at the tai lgntc uf a Processing Plant after fractionation that are suitable 

10 
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for trunsfer of ownership that will be inten·hangeable with and accepted by a purchaser for ~ale or use by an indu~trial and/or 
commercial user. 

v. For Other Products: Products that are in a condition that will be accepted by a purchaser U11dcr a sales contract typical 
for the ticld or area for use by an industrial or commercial user. 

r. "Residue Gas" mcnns (i) the material that remains l\ftcr a sep1\r11tion, treatment, or Gos conditioning process, And (ii) that Gas rcmnining after the 
recovery of Natural Gas Liquids to produce a Pipeline-Quality Notural Gas. lf the Gas is processed to remove liquefiable hydrocarbons in a series of 
Processing Plants, then the Residue Gas is that Gas remaining after the recovery of Natural Gas Liquids to produce a Pipeline-Quality Natural Gus at 
the 1.nst Processing Plant in the series. 

s. "Stock Tank Barrel" means the volume of!iquid hydrocarbons that i~ equivalent to the volume of forty-two (42) U.S. gallons at atIDOsphcric pressure 
and 60 °F. 

t. "Stock Tank Condltlom1" meims u stock tank meeting alt applicable API specifications and requirements at atmospheric pressure and 60° F. 

31. U ISCLOSURE CLAUSE. All provisions pertaining to the lease of the Leased Premises have been included in thfa instrumt.'!11, including the statement of the true 
consideration to be paid for the exet.-ution of this lease and the rights and dutic~ of the parties. Any collateral agreement, concerning the development of Oil and Ga~ from 
the Lensed Premises which ure not contained in this lease are invalid. 

31. FIDUCIARY DlffY, 'lltc owner of the soil owes the State II fiduciury duty and must fully disclose any facts affcctfog 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 bc::fore his personal interests. 

33. INDEMNITY. Lessee hereby releases nnd dischnrges the State of Texas 111\d the owner of the soil, their officers, employees, panncrs, agents, contractors, 
subcontractors, guests, invitees, and their respective successors 1tnd assigns, of and from all and any actions and causes of action of every nature, or other hann, including 
environmental hann, for which recovery of damages is sought, including, but not limited to, nil losSt.'S and expenses which are caused by the activities of Lessee, its 
officel"l!, cmpl,)yces, and agents 1trising out of, incidental to, or resulting from, the opcrntions of or for Les.c;ce on the Leased Premises heretmdcr, or that may arise out of 
or be occasioned by Lessee's breach of nny of tho terms or provisions t)f this lease, or by any other negligent or strictly liable net or omlqsion of Lessee. Fm1ber, Lessee 
hereby agrees to be liable tor, exonernte, indemnify, defend and hold harmless the Statl.l ofTexus and the owner of the soil, their oflicm, employees and agenlli, their 
successors or assigns, against any and all claims, liabilities, losses, damages, actions, personal injury (including death), costs and expenses, or other harm for which 
recovery of damages is sought, under any theory including tort, contract, or strict liability, including attorneys' fees and other legal e,'tpcnses, including those rela'-1.c•: • 
environmental haZllrds, on the Leased Premises or in any way related to LeHsce's failure to comply witl1 any and all environmental laws; lho!«l arising from or in ru1¥_ way 
related to Lessee's opcrationg or any other of Lessee's activities on the Lea8ed Premises; those arising from Lessee's US!l of thii surface of the Leased Premises; andJn•: • 
that may arise out of or be occasioned by Lessee's breach of any of the terms or provisions of this lease or any other act or omi8sion ofLes~cc, illi directors, officers, 
employees, purtners, agents, contractors, subcontractors, guests, invitees, ruid their respective successors and assigrui. Ench assignlltl of this lease, or an interest there~ 
agrees to be liable for, exoncrnte, indemnify, defend a1td hold ltannless tbe State of Tcx:ns ilnd the owner ,)f tho soil, their officer~, employees, 11ml ngcnts in the Rnmc 
manner provide<! above in connection with the uctivities of Lessee, it~ officers, cmplnyccs, and agents as described above. EXCEPT AS OTHERWISE EXPRESSLY 
UMITED HERf'. IN, ALL OF THE INDEMNlTY OBLIGATIONS ANO\OR LIABILITIES ASSUMED UNDER TUE TERMS Oil TlllS AGREE~=• 
SUALL DE WITHOUT LIMITS AND WITHOUT RIWARD TO THE CAUSE OR CAUSES THEREOF (EXCUJD[NG PRE-EXISTING CONDITll'NS), 
STRICT LIABILITY, OR. THF, NEGLIGl<;NCE OF ANY PARTY OR PARTmS (lNCUIDING THE NEGUGENCE OF THE INDEMNIFIED PARTV,-
WIIETHER SUCH NF.GUGENCE BE SOLE, JOINf, C:ONCURRIJ'.NT, ACfIV~:, OR PASSIVE. :• • • • 

••• 
34. ENVIRONMENTAL IIAZARDS. Lessee shall use the highest degree of care and all reasonable safeguards to prevent contamination or pollmion .C.any• 

environmental medium, including soi~ surface waters, groundwater, sediment3, and surface or subsurface strata, ambient ait or any other environmental medium :i, ~ ... • 
or und<.'1", the Leased Premises, by any wuBte, pollutant, or contaminant Lessee shall not bring or permit to remuin on thu Leased l'rel!lises any asbestos containing 
materials, e,cplosives, toxic materials, or 1ubstances regulated as hazardous wastes, hazardous materials, lia.r.ardous substances (a1 tl1e term "Hazardous Substance" is 
defined in the Comprehensive Environmental Response, Compensation and Liability Act (CERCLA), 42 U.S.C. Sections 9601, et seq.), or toxic substances under any 
federal, state, or local law or regulation ("Hazardous Materials"), except ordinnry products commonly uged in connection with Oil 11nd Gas exploration and development 
operations and siorcd in the usual manner an<l quuntiti~s. LESSEE'S VJOLA l'ION OF THE FOREGOING l'ROlllUITION SHALL CONSTITUTE A MATI<.:lUAL 
BREACH AND DEFAULT HEREUNDER AND LESSI<.:E SHALL INDEMNIFY, HOLD HARMLESS AND DEFEND THE STATE OF TEXAS AND THE 
OWNER OF Tilt~ SOIL FROM AND AGAINST ANY CLAIMS, DAMA<;Es, JUDGMENTS, PENALTlES, LIAlULil'IF.S, AND COSTS (INCLUDING 
REASONABLE ATTORNEYS' FEES AND COURT COSTS) CAUSED BY OR ARISING our OF (1) A VIOI..ATION OF THE FOREGOING 
PROIIIBITION OR (l) THE PRESENCF., REU<:AS~~. OR DlSPOSAL OF ANY HAZARDOUS MATERIAI.S ON, UNDER., OR ADOlff nm LEASl!:J> 
PREMISES DUJllNG l .ESSEE'S OCCUPANCY OR CONTROL OF nrn: I.EASED PREMISES. LESSEE SHALL CLEAN UP, REMOVE, REMEDY AND 
REPAffi ANY SOIL OR GROUND WATER CONTAMINATION AND DAMAGE CAUSED BY THE PRESENCE OR RELEASE OF ANY HAZARDOUS 
MATERlALS IN, ON, UNDER, OR ADOlff THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OF THE I.EASED l'REML~ES IN 
CONFORMANCE WITH THE REQUIREM1';NTS OF Al'PLlCABLE LAW, TH1S INDEMNIFICATION ANO ASSUMPTION SHALL APPLY, DUT IS 
NOT LL.\HTED TO, LIABILITY FOR RESPONSE ACTIONS UNDERTAKEN PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR 
RlmUl,ATION. LESSEE SHALL IMMEDIATELY GIVE THE STATE Of' TEXAS AND THE OWNER 01'' THE SOIL WRITTEN NOTICE 01• ANY 
BREACII OR SUSPECl'ED BREACH 01? THIS l'ARAGRAPII, UPON LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON 
RECEIVING A NOTICE FROM ANY GOVERNMENTAL AGENCY PERTAINING TO HAZAROOUS MATERIALS WHICH MAY AFFECT Till£ 
LEASED PREML5ES. TUE OBLIGATIONS OF LESSEE HEREUNDER SllALL SURVIVE THE EXPIRATION OR EARLIER TERMINATION, l<'Olt ANY 
REASON, 011 THIS LEASE. 

35. EXECUTION: This lea.~e mllllt be signed and acknowledged by the Les~cc before it is filed of record in the county records and in the GLO. 

36. LEASE F'IUNG: Pursuant to Chapter 9 of the Tex. Bus. & Com. Code, this lea!iC 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 filed in the GLO. This lease is not effective until n certified copy of this lea.qe (that is 
made and certified by the County Clerk from his records) is filed in the GLO in nccoolance with TeXJ1s Natural Resources Code Sec. 52.183. Additionally, ihis lease shall 
not be binding upon the State unles~ it recites the nctual and troc consideration paid or promi~ed for execution of this leuse. The bonus due tbe GLO and the prescribed 
filing fee shall 3ccompnny the certified copies sent to the GLO. 

Exhibit A - Addendum is attached hereto and 
11 incorporated by reference. 
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LESSEE: 

APACHE CORPORATION 

VTfltr 

nATE:_..6_tJ __ , l_..3 ..... ·_2~o~Z~2~---

• • •••••• • 
• • •••••• • 

• 

(CORPORATION ACKNOWLEDGEMENT)• • 

STA.TE OF TEXAS 

COUNTY OF HARJUS 

Bfl/OR£ ME, the undersigned authority, on thi.~ day personally appeared Tustin R. Matthew~ known to roe to be the person whose name ls 
subscribed to the foregoing instruments aB Attorney-In-Fact of Apache Corporatlon and acknowledged to me that he executed the iame for the purposes and 
consideration therein expressed, In the capacity stated, and as the act and deed of said cor!~n. 

Given under my hand and seal of office this the_/~ day of U e--/oM7 , 2022. 

~~" P(J~ NAOMI .BROWN 

@ Notary ID# 1080510-4 
ii' ~ My Commission Expires 

March 21, 2025 

12 

,..., 
yc:a 

•••••• • 
• 

••• • • • ••• 
•• • • • • ••• 



LESSOR: 

1'EDM. KERR 
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·;,+~~11-i. ',+'i,oKERR, Agent and AttMncy-In-Fnct for TED 
. KP.RR, and M Agent for the State of Texas 
4,,1 ,., 

STAT£ OF TEXAS 

COUNTY OF 'g,r;;;..,p~ 

T-.lJli 
BEFORE ME, the undersigned ourhorlty, on this day personally appeared I1,'tll:i~ KERR, us Agent and Attorney-In-Fact for TED M. 

KERR and n~ Agent for the State of Texas, known to me to be Lhe per~on whose name is subscribed to the foregoing instrument, wd acknowledged to 
me that he executed the same for the purpo.1cs and consldcrntlon therein expressed. 

Given under my hand and seal of office this_g__<layof ~2. 

RICHARO L SCHOf'f' 
Notary ID #12'1389376 
My Commission Expires 

November 12, 2022 
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EXHIBIT A - Addendum 
To Oil and Gas Lease dated July 18, 2022, IJy and between The State of Texas, 

acting by and through its Agent, Ted M. Kerr, 
and Apache Coq1oration 

The tenns and provisions set forth in this Addendum arc incorporated into and made a part of the Oil and 
Gas Lease referenced above. To the extent any term or provision contained in this Addendum is in conflict with 
or contradicts any term or provision contained in the main body of the lease, the terms and provisions of this 
Addendum shall control. The terms and provisions contained in this Addendum are intended to, and do hereby, 
amend and modify the terms and provisions contained in the main body of the lease. Unless otherwise expressly 
stated, all section references in this addendum are to the sections in the main body of the lease. 

1. PAID UP OIL AND GAS LEASE: This is a three-year, fully paid-up lease; and the delay rental 
payments for years two and three of this lease have been prepaid with the bonus consideration. No annual rentals 
are due. Consistent therewith, Section 3 and Section 9(a) are deleted and reserved. 

2. COORDlNATION OF !'UGH CLAUSES \1/ITH CONTINUOUS DEVELOPMENT 
CLAUSE: In the first sentence of Section 7(a) the following phrase is stricken: "two (2) years after the expiration · 
date of the primary tenn". This stricken phrase is replaced with the following phrase: "at the end of the primary 
term or the period of Continuous Development described in Addendum Section 3, whichever is later,". 

In the first sentence of Section 7(b) the following phrase is added immediately after "expiration date of 
the primary tenn" and immediately before "this lease shall further terminate": 

"or the period of Continuous Development described in Addendum Section 3, whichever is later,". 

3. CONTINUOUS DEVELOPMENT: Notwithstanding subsections 7(a) and 7(6), if this lease is 
held at the end of the primary term pursuant to its terms, it shall continue to be held in its entirety (subject to the 
further conditions of this Addendum section 3) for so long as Lessee continuously develops the leased pretiri~es• 
by drilling and completing no fewer than two wells per year on the leased premises ( or lands pooled there1v.iJbt 
during every year after the end of the primary term. For the first year after the end of the primary term, any\v~ll 
commenced prior to the end of the primary term does not count as a well for purposes of this section. Only wells 
spud and completed during an anniversary year period wit~ count toward the minimum drilling requirements for 
that year. If Lessee fails to drill and complete at least two.wells.during any anniversary year after the end qpth.e• 
primary term, then this lease shall automatically tenninate at the end of that year as to the acreage amounts aad 
depths as provided in section 7(a) and 7(b ), and Lessee shall execute a release as provided in section :7~J• 
Notwithstanding anything contained herein to the contrary, during the period of continuous development the leas; 
must be maintained by production in paying quantities or as otherwise may be provided in the lease or it:Sli:11'1.• 
automatically terminate. · 

4. This section is deleted and reserved. 

5. Royalty Percentage. 

... 
~ ~ . 
0 

~ . I 
,~ 
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ADDENI>UM 
n--· .. t -•" 

(A) The royalty pe.rcentage for Oil under Section 4(a) shall be twenty five percent (25%). Oil 
includes all liquid hydrocarbons, including condensate and field drip, that are extracted by 
separation equipment located at the central tank battery servicing the Lease or a pooled 
unit in which the Lease is included . 

(B) The royalty percentage for carbon black, carbon dioxide, sulphllr or any other products 
(including water) produced (excepting Oil, Gas, or NGLs) under Section 4(e) shall be 
twenty five percent (25%). 

(C) The .royalty percentage for Non-Processed Gas under Section 4(b) and Processed Gas under 
Section 4( c) for any given month X will be detennined in the manner described in this 
Addendmn Section 5(C). First, the Average Waha Index Price (AWIP) for month X-1 (the 
month prior to month X) shall be calculated, according to Addendum Section 5(E) below. 
The A \VIP for month X-1 shall then be placed into the appropriate row of the schedule in 
Section 5(0) below, which will determine the royalty percentage rate to be used for Non­
Processed Gas under Section 4(b) and Processed Gas under Section 4(c) for the month of 
X . 

(D) Sliding Royalty Schedule 

AWIP $ I MMlltu Ro alt Percent:,~e 
Below $2.85 20% 
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$2.85 - $3.50 22.5% 

$3 .501-$4.50 25% 

Above $4.50 30% 

(E) Calculation of Average Waha Index Price (AWIP) For Any Month. For any given month, 
the A WIP shall be the simple monthly average (i.e. the sum of the price for each day during 
the month divided by the total days in the month) of the price published in each day's issue 
of Platts' Gas Daily (as published by S&P Global) for such month under the heading "Final 
Daily Price Survey" for "Southwest" for "Waha" under the column "Midpoint" ( each day's 
price being the "GD Waha Index"). If the GD Waha Index is not assigned a value on.any 
day ("Non-Posting Day"), the price assigned to the Non-Posting Day shall be the average 
of (i) the last GD Waha Index posted prior to the Non-Posting Day and (ii) the next 
available GD Waha Index posted after the Non-Posting Day. If the GD Waha Index ceases 
to be published, all references to "GD Waha Index" shall be replaced with the:Gas Daily 
location, in the aforementioned Gas Daily publication, under the "Southwest" heading that 
is in closest geographic proximity to Waha with a Midpoint closest to that of the GD Waha , 
Index during the six month period prior to cessation of the GD Waha Index. 

6. Pre Payout Royalty on Unlcasecl Interests. The following sentence is added to the end of Section 
20(a): 

"The pre-payout royalty percentage described in this Section 20(a) shall be determined in the same manner 
described in Addendum Section 5." 

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK} 
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Reeves County 
Dianne 0. Florez· 
Reeves County Clerk 

•vG-2335-2022-2022007253• 

Instrument Number: 2022007253 

Real Property Recordings 

LEASE 

Recorded On: October 20, 2022 01 :27 PM Number of Pages: 16 

" Examined and Charged as Follows: " 

Total Recording: $82.00 

**0 ******* THIS PAGE IS PART OF THE INSTRUMENT*********** 
Any provision herein which restricts the Sale, Rental or use of the described REAL PROPERTY 

because of color or race is invalid and unenforceable under federal law. 

File Information: Record and Return To: 

Document Number: 2022007253 

Receipt Number: 20221020000016 

Recorded Date/Time: October 20, 2022 01:27 PM 

User: 
Station: 

Rebecca G 

CLERK07 

STATE OF TEXAS 
Reeves County 

MITCHEL PETROLEUM /PICK UP 

I hereby certify that this Instrument was filed in the File Number sequence on the date/time 
printed hereon, and was duly recorded In the Official Records of Reeves County, Texas 

Dianne 0. Florez 
Reeves County Clerk 
Reeves County, TX 
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~usttn, 'Utexas 

Gen~ral Laod Office 
Relinquishment Act I.ease Form 
Revised 9/l t 

OIL AND GAS LF.ASE 

THIS Olt AND GAS LEASF. i~ made and entered into to be effective July 18, lOU 

acting by and through it, agent. WIU.IAM M. KERR, JR. 

whose address is: 3900 Vtrano Drive, Austln, Tc:xu 78735 

(the "clfcctivc date"), by and bctwt.'Cn the State of Texas, 

said agent herein referred to as the owner of the soil (whether one or more) ("owner of the soil"), and Apad1e Corpim1tfou 

("~-e"), whose addre11:1 is: 2000 Post Oak Boulevard, Suite 100, Houston, Texa9 77056 

B 

I. GRANTING CLAUSE; RESERVATION; BONUS. For good and valuable c=ideration, the receipt und sufticicncy of which are hereby ackoowledged, 3!1'i$t • 
covenants contained herein, the Sr.ate of Texas, nctir1g by and through the owner of the soil, hereby demises, grant..'!, leases and let~ unto Lessee the non--exch1sive rlg•t to••• 
ell:plore for, and the cxcl1rnive right to pRlducc and take, Oil and/or Gas from the Lea.~ed Premises (defined below) on the 11.,'nllS and conditions set out in thi~ lease. Les:tec's • 
right bcreundcr to explore for Oil and Oas from the Leased Premises is non-exclusive. The Texas General Lnnd Office (the "GLO'') expressly retains and reservcl M:• • • 
conl."ltm:nt right 10 grnnt third parties (i) seismic, gcxiphysical and geological pemiits, and to c,1ter into other agreements with third parties, which permits or ngrccmc111s. 
shall allow such third pnrties to cond11ct geophysicnl, geological. or seismic surveys on, over, under, through, and across die land covered herein during the tei:m of this 
lease, and which seismic, geophysical, or g._'Otogical surveys shnll not unreasonably int<!rforc with Lessee's drilling or production activities on the Premises, and (ii) 
ingress and eg-ress and use of the Lascd Prcmis,,--s by the GLO and its lcssee.i and pcrmittccs to Citplorc for and produce minerals diat arc not covered, or that might not 
be covered in the future, 1mder the tcnns of this lease, but that might he located within the surface hollndaries of the Leased Premises. All of the rights in and ~Ill~:• 
Leased Premise, retained by the GLO and all of the rights in and to the Leased Premises granted to Lessee herein shall be exercised in such a manner that ncithcr\hall 
unduly interfore wilh the operations of the other. This lease is made und cnhmi<l into subject to auy cxillting rights of way, eosemcnt.j, geophysical or geochemicat 
exploration permits. : • • • • 

••• 
The bonus consideration paid for this lease is us followM: ••• 

• '.9 • 

To the State of Texas: One Thousand, Eight Hundud Se-venty-Hve Dollars and No/JOOs • •• 

Dollar~ (S 1,875.00 

To the owner of the ~oil: One Thousand, Eight Hundred Seventy-Five Dollars and No/1001 

Dollars($ 1,875.00 

Toci.l bonus consideration: Three Thou.~and, Seven Hundred Fiity Dollari a~_d_N_o_/_10_0_~ ___________ _ 

Dollars($ 3,750.00 

The total bonus consid,m1tioa paid represents a lxmu~ of _______ O_n_e_t_h_o_u_s_a_n_d_f_i_v_e_h_u_n_d_r_e_d ______ dollal"3 (S 1,500.00 ) per 
acre, on 2.S uet acres. 

2. TEHl\f. This lca6c tihall be for a term of three ( 3 ) years nnd zno ( o ) months commencing on the effective date (the "primary 
term"), and as long tbereatkr as Oi I or Ga11 is produced in paying qmtntitics from the following "Lensed Premises" (herein so called), to-wit: 

Part/Section: 10.0 acres ofland, mote or lu\, being the Northeast Quarter of the Northwc1t Quarter (NE·l of the NW 4) of Mction 26, Block 71, Public School I.and 
Survey, A-5427, Reeves Couniy, Ten~. 

Block: 71 

Grantee/ Survey: l'ubU<: School Lud Sui:-vey 

Acre9: 40.0 

County: Reeves 
1 

Ab~tmct: 542? 

- l _lk 
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. J. BEI ... A:'l ftEtff'1\L8. tfno ncH is connncuccd on the Leasc.d P1c.u:.,cs on ot before o .. IC (!)) cat fioru the ctfcctiec date, this lw.1 0 .J,aH te11uinate, uukss on 01 
bcfti,e .mch m111i>CiSU1J dn!e Lenee ahnll rn, to the 0111101 ol'the JDil orte ni, credit in the El1111k, 
at 01 ils ,ucccrnm ( .. 1.ieh .1hnll eoutim1e 115 the depo;itor, 1cgn1d!e,, i,fel.nage; i,1 t!!e-e1t11ci,hip 
of!t,id lm,dj, the 1111,om,t ;pceified beli,11 , ia addition, LcHee ;hull pe, to-the COMMISS!mffH Of' TIIEi GUIEfb',L bl,~m OFFICE Of T!IE; STAT& Of' T.EHM:S, 
AT 11,USTIN, TEJv'tS, 1. like fol.I o.Hirbcfoic J<titl elute. P11) 111e11!J 1!1.de, thi.1 pe10"'111ph ;hell opeintc 11J u ,c.nte! a .. d ,!toll co ,e. the 1ni. i!ege ef deli:.ni.,t the 
connnc11ccurent ofa et ell fut one (l) Jeth 1.io1.u said dutc. Puy11ic11t.1 rn.dct thi .1 pmngt~,11lr :'Sl1tdl 1,c ht t.hc follooittg m,mrn,t., . 

Tn ti.:: St.tte tJt Hxm,. rm!tms ($ 

h1 e like nmm1t1 nml 11po11 like p.ry11.t11b m12.u.1lly, ~'- com111rnccmcrn of11 well ma, be f •. .tltct dc&.icd fo • .sncee,si<e pc.iods of one (1) ,ca1 c11cl1 dcnins the p1i111.11 1 
tc1ttt. AH pt) 111cnts of 1cntat tu Uxc o«nct of the soil llMJ be Utdde by d1e,ck of Le55ee 01 m.y assig:ttc vf tl ris lea.Se, and 111ay be deli, c1cd on 01 bcfi.nc :he 1c11ta! paying 
d111e . If 1he 1!1111Jc doui!J11s1od i11 thii f!UP!llf;ftljlR (~1' ilu 11uooous11r ealllij uha,,ld ce11.101., c,ii.11, u11ure11d lrnui11ouu, li!ft1id,110, l'llil et Ile Bt,couuded e) 111'1ullm l,111\h, or 1·0, 1111y 
ret1ut!n filil 1,r roft1so lo 11eevpl re,;itJI, Le,~oe ~l!Ei!I not eo held ii! tldft111!t f.,1 ftlilt110 le n,olte e~eh J'lll) mo.ilu t,f re11t11l t111 lil thirt·)' (301 tl,1, u !'l!i~r the" ,111er ef the 9t!il ~1111!1 
deli, ct to Lessee a pt ope, 1eco1dz.blc h.Jttcmtent umr.i:ug a110thet bank as agent to n.ceivc such paJtncnlJ. 

4. ROYALTY: All capitalized tenns used in thi~ lease that arc not defined iri this lease shall have the meaning~ given them in Title 31, Part I, Chapter 9 of the Texas 
Administrative Code (the "Rules"). Upon production of Oil, Gas, and/or other products from the Leused Premises, Lessee agrees to pay or cause tu be paid une-hul~(.I~: • 
of the royalty provided for in this lease to the GLC), for the use and hcnclit of the State ofTc,rn~. nn<l one-half (1/2) of such roy,ilty to the owner of the soil, euch l!f the 
following royalties as applicahlc to the substances actually produced from the Leased Premises and/or subsequent processing: : • • •: • 

• 
(a) OIL: /\s a royalty on Oil, a monetary royalty of twenty livt percent ( 25 %) of the vnluc of the Gross Production, unless the Commissioner of the 

Gcncml Land Office of the State of Texas (the "Commissioner") or the owner of the soil, at the option of either, elects to receive its royalty in kind pursuant to 
section 4(1). TI1c v~luc of the Gross Producti.on shnll be calcul.uted at the point the Oil is Ready for Sole nnd Use nnd without deduction for expenses, as described 
in section (4)(k), and determined by the greatest of: (i) the highcsl posted price, plus prein.ium, if any, paid or offered for Oil ofa like type and gravity.in the_ 
general arCll where produced and when nm, (ii) the highest murkct price thereof pnid or offered in the gcueml area where produced nnd when nm, or (lif)'llt~ • 

gross pmceeds of the sa!e thercof. See Addendum Section 5 for sliding scale royalty on non-processed gas • 
(b) NON-l'ROCESSJ.m GAS: As a royalty on any Non-Processed Uas, a mooetary royalty of twenty live perce,nt ( 25 "/,) of the value ofth:~«>sf • 

Prod1.1Ction, unless the Commissioner or the owner of the 80il, .it the option of either, elects to receive it~ royalty in kind pursuant to section 4(1). The V-alue•ot. 
the Gross Production ~hall be calculated (i) at the pulnt at which the Non-Processed Gas i8 Ready for Sale and Use und without deduction for ex.pe!Zst. a!. 
det1eribe<l in section (4)(k), (ii) on n Dry Gas basis as to both volume aud energy content (as deMibcd in the section 30 detinitio!lll below), and (iii) basetTon t!ie 
higher of: 

(A) the highest market price paid or offered for Gns of compuublc quality in the general arel\ where produced and when nni; or 

(B) the gros~ ·price paid or offered to the tessce; provided that the ma.~imum pressure base in nicas~ring the (',as under this lease contract shall equal · 
14.65 pounds per square inch absolute, and the standard base temperature shall be sixty (60) degree~ Fahrenheit, correction to he mncle for pressure according to 
Boyle's Law, nnd for specific gravity according to a test made by chromatogrnphic analysis or tho Balnnce Method. ' · · 

Provided, however, that if Non-Processed Gas is sold to a pnrent, subsidiary or affiliate of Lessee, then the royalty due hereunder shall be based on the vulue 
of the Gas as either Non-Processed Gas or Processed Gns, as the case may be, in the first sale to a third party in an agreement negotiated at arms' length. 

See Addendum Section 5 for sliding scale royalty on processed gas 
(c) l'ROC.ESSEO GAS: As a royalty on any Processed Gas, Lessee agreei to pay a monetary royalty of' twenty five percent ( 25 %) of the value of 

the Residue Gas and the NGLs extracted, unless the Commissioner or the owuer of the soil, at the option of either, elect~ tu receive its royalty in kind pursuant 
to section 4(1). The value of the Gross Production $hall be calculated at the point the Residue Gus and/or the NGu, respectively, are Ready for Sale and Use. 
All royalties due herein shall be on t00•/4 of the volume of the Oas produced from the Leaml Premises (calculated on Ii Dry Gas basis as to both volume and 
cnerb'Y content, us dt!scribed in the section 30 definition~ below) as measured or attributed at the inlet of the Processing Plant. The royally due from Lcs~cc 
heretu1der sh.all be based on the grer,ter value of: 

(l) the sum of the values of (A) I 00¾ of the Residue Gns MMBrus anribmable to the Gas dctcnnincd 111 the plant recovety et1iciency applicable to 
euch NGL component, plus (B) the net value of the NG Ls after deduction of all applicable Ons proccssiug fees and/or the value of the NGT..s at the applicable 
liquids percent of proccccls accruing to the Processing Plant; or 

(2) the sum of the value~ of (A) 100% of the availnble Residue (fas MMBrus nttributnble to the Gns, plus (J3) tbc value of the NGLs at the nppticab!c 
minimum liquids POl"'/4, established herein in section 4(d), without deduction or reduction in the value of the NGls by a percent of proceeds or any other fees 
or adjustments ofnny type, fom1, or character. or 

(J) the "keep whole" value of tl1e Gas as described in section (4)(1). 

For pu.rposcs of calculating ihe royalty due hereunder, the respective values of the Residue Gas and the NG Ls shall be based un the greater of: 

(I) the highest market price paid or otfored in the general crea for (A) uny Pipelinc-Quulity Residue Oas, and (13) NGLs, as either Raw Mix or 
merchantable and marketable commercial grades and/or blends of each of the individual components, after fractionation, of compnmble quality in the general 
area, or 

(2) the (A) 1,rross price puid or offered to Lessee for such Pipeline-Quality Residue Gns, nnd (TI) weighted monthly average gross selling price for the 
respective grades of NOLs, as either Raw Milt: or merchantable nod marketable commercial grndcs annlor blencls of each of the individual components, after 
fractionation. 

2 
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No fee:i or costs of any kind shall be deducted from the value of Gas tbnt is bypassed around o Gas Processing Plant and then blended with Gas that was processed 
to remove liqueliable hydrocarbon.~ at, or at a point downstream of, the tailgate of the Process ing Plant, a.k.u. "conditioning". The value of Gas bypassed around 
a plant in which no liq~fiable hydrocarbons or NGLs arc removed from the Gas shall equal that for Non-Processed Gas per section (4)(b). 

Provided, however, that ifNGlii are recovered from Gas processed in a plant in which LcsKce (or its parent, subsidiary or affiliate) owns nn interest, then the 
l'OPo/4 applicable to NGLs shall be the l)'.,rcutcr of(x) the applicable POP¾ per section 4(cl), or (y) the highest pcn:cnt n~cming to a thin! party processing Gas 
through such plant under a processing agreement negotinted nt nrms' length. 

(d) APPLICABLE l\Ul\i1l\fUM LIQUIDS PERCENT OF PROCEEDS: (I) The applicable minimum liquids percent of proceeds ("POP%") of the total 
nvnilable liquid hydrncrubou content volume for all NGLs, except cthan~. shall, rcgurdk8s of the natural Gns liquids recovery pro,,.-css or G11s processing; 
agreement terms arl<Vor conditions, be equal to the following : 

(A) 70% for Gas with a heating content or RTU value equal to or greater than 1100 BTU/SCf,; 
(B) 60'Y. for Gas with a hcaiing content or BTU value equal to or greater than 1070 BTU/SCF but less than 1100 BTU/SCF; nnd 
(C) 50¾ for Ga8 with a heatiag content or BTU value less than 1070 BTU/SCF. 

(2) The available liquid hydrocarbon volume, in gallons, of each NGL component used lo calculate tho value of thti NG Ls al the applicable POP% 
shall equal the product of (A) the Processing Plllnt inlet Gas volume, in MSCF, on a Dry Gas basis, times (B) the gallons pcr MSCF of euch component calculated 
per the applicable standards, at 14.GS pounds per square inch absolut~ 11nd 60° Fahrenheit, according to a test made by chromatographic um1lysis of the Gu~, 
exctpt ethane, wb~re the theoretical gallons of ethane available in the Gas shall be re<lu~ed by the Processing Plant recovery efliciency of ethane tl1en being 
~pecifie<l in processing agreements negotiated at arm's length between the lessee und the plant for each dedicated Processu1g Plant and each Processingf W!L • 
that may proccs.~ the Gas in a series of plants, •. • • 

• • 
(3) The available Residue Gas MMBtu :imount used in the calculation of the royalty value it\ section 4(c)(2) shall equal the product of (.(}9tM • • · 

Process ing Plant inlet Gas MM Btu 11mmmt less the sum tot1I MMBtu ofshrink:Jge culculnted for the availnhle liquid hydrocarbon volume in section 4(d)(2) k'IJ 
each NOL component, times (B} one (1.0) minus the lesser of(!) the plant fuel MMTitu pcrceni~ge divided by 100%, or (2) 0.035. 

OTHER PRODUCrS: As a royalty on carbon black, carhon dioxide, sulphur or any other products (including water) produced (excepting Oil, G(ls, or ~GL-~, 
a(hlressed separately above), l essee agrees to pay a rnonetury royalty of twenty five pcrccnt ( 2S % ) of the value of the Oro~ Production <i'fi<lh! • 
products, unless the Commissioner of the General (..and.Office of the State ofTcJtas (the "Commissioner") or the owner of the soil, at the option of eithcr,•elects 
to receive its royalty in kind pursuant to section 4(1). The value of the Gross Production shall be calculated at the point the other products ure Ready for Sal~ rull 
Use and without deduction for expenses, as described in section (4)(k), such value to be based on the higher of: : • • • • 

(I) the highest market price .of each product, <luring the same month in which such product is produced; or 
(2) the average gross sale price of each product for the same month in which such products are produced. • 

••• 
••• • • • ••• 

(I) KEEP WHOLE: Notwithstanding any other proviliioo of this leiu;e to the contrnry, Le8scc may not pay a royalty hereunder for l'roccssc<l Gas that is less than 
tho royalty that would have been due under section 4(b) for the total cne!ID' content of the Processing Pinnt_ inlet Gns if it had not been processed. 

(g) NON-SALES DISPOSITIONS; As a royalty on non-sales dispositions of(las, including but not limited to vented Ga~ llnrcd Gas, flash Cias ~nd lease fuel 
Oas, Lessee agrees to p~y a royalty based on tbc royalty provisions for Non-Processed Gas described in section 4(b) of this Lease (but without requirement of 
merchnntability or marketability) if the Oas producccl from the Lea_qed Premises is 11-01 processed; otherwise, the roynlty on non-sales <li~osirion.~ of Gns shall be 
based on the royalty pnwisicms for Processed Gas described in section 4(c) for Residue Gas, If, for whatever reason, there are no Gas sales disposition.q, then 
Lessco agrees to pay royalty on oM fourth ( 1/4) part of the total energy content of the Gas, in MMBtu determined on a D1y Gas basis, based on the posted market 
price of natural Gas at the nearest applicable Gas market hub in $/MMRtu. 

(h) l'LAN'f F'UEL AND RECYCLED GAS: No royalty ,hall be payable on any Gas as may represent this lease's proportionate sl1.1rc of uny fuel used to process 
Gas produced hereunder in any third party Gas processing plant pursuant to section 4(e); provided, however, that this lease 'e proportionate share of any such fuel 
used to process Gas shall be the bser of (I) the plant tile! MMBtu percentage of the total plant inlet MMBtu amount (as detennlned by contract or, if none, by 
actual MM8tu amounts), or (2) 3.5%, and royalty shall tx, payable on any Gas in excess of that lesser amount. Subject to the consent in writing of the GLO, 
Lessee may inject Gas for secondary or enhanced recovery operation., or for Gas lift purposes into nny Oil- or Gas-producing fonnation in the Leased Premises 
after tht liquid hydrocarbons contained in the Gas have btlen removed, nml no royalty shall be payable on the Gas so injected tu1til such time as the same may 
thereafter be produced and sold or used. 

(I) CONSERVATION: lessee shall use all reasonable n1cans to prevent 1hc underground or above ground waste of Oil or Gt\S and to avoid the physical waste, 
flaring or venting of Gas produced frott1 the Lensed Premises , 

(j) DUTY TO MARKET; Lessee shall exercise due diligeace and use all reasonnble effo11s in marketing nny nnd all production from the Lensed Premises, at oo 
cost to owner of the soil, to obtain tho best price reasonably available for the Oil and Gas. 

(k) NO DEDUCTIONS: Except for fees or deductions that may be permitted pursuant to section 4(c), Lessee shall pay or cause to be paid royalty due under this 
lease without deduction for the cost of producing, gathering, storing, separating, treating, dehydrating, conditioning, compressing, processing, transporting and 
otherwise making the Oil, Non-Processed Gas, Processed Gas, and other products hereunder Ready For Sale and Use, whether borne by Lessee or by third­
party purchaser.i and whether stated as a deduction from the price or an adjustment to the price based on location or condition. If any contmct by which Lessee 
or an Affiliate of Lessee sells Oil or Gas produced hereunder makes deductions or adjustments to the price to account for costs of producing, gathering, storing, 
separating, treating, dehydrating, conditioning, compressing, processing, or trnnspo1ting of Oil or Gas produced from the Leased Premises, then such 
deductions shall be added back to the price received for purposes of computing the Gross Production upon which royaliies are to be paid. The owner of the 
soil, the GLO, and Lessee agree that the foregoing provision Ls to be given full effect and is not to be constme<l 311 "surplusuge'' under Heritage Resources, 
Inc. ~- NallMthank, 939 S. W.2d l 18 (Tex. 19%). 

(I) ROYALTY IN KIND: Lessee shall pay monetary royalties based on the value of the Gross Production from the Leased Premises, unl~s the GlO or the owner 
of the soil, at the option of either, elects to receive its royalty in kind, Lessee shall pay Oil or Gas royalty, or both, in kind without deduction for cxpcnscs, a.q 
described in section. (4Xk}, nc<,:ossnry to make the Oil, Gas nn(I any other products Ready for Snlc nnd Use. The owner of the soil or the GLO may change its 
election to take royalty in kind or monetary form at nny time or from time to time by giving Lessee notice of such election not less than sixty (60) dnys in advance. 
If the owner of the soil or the GLO elects to t11ke its royalty production in kind, it 1uay elect to hnve the royalty production of the Oil, Gas, and nny other products 
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that ure in a Ready for Sale and Use condition dellvered in kind nt the locatiou Lessee sells its production, or at another location mutually acceptable to owner of 
the soil or the GLO and Lessee. Lessee shall btmr all costs to the point of delivery. If the GLO or the owner of the soil elects to take its royally in kind, the 
parties agree to execute either die State's fonn of Gas Balancing Agreement or uny other agreement that is acceptable to owner of the soil or the GLO and Lessee. 

(m) SEPARATION: Lessee agrees that before any hydrocurbons in liquid form and any Gas produced from the Leased Premises is sold, transferred, surface 
commingled with the production from any otber lease tract and/or pooled unit, or is used or processed in a plant, it will be run fu:c of co~t to owner of the ooil 
nnd the GLO through a grnvity•hased Oil and Gas sernmtor of conventional type nnd of adequate sii.c and cfticicncy such thnl all liquid hydrocarbons recoverable 
from the Gas by such menns shall be recovered. Upon written consent oftl)e GLO, Losscc may apply other fonns or separation equipment that arc at least ns 
efficient 11s a gravity-based separator upon such tcm1s and conditions as prescribed by the GLD. Upon written consent of the GLO, the requirement that such 
Gas nnd liquid hydrocarbons be nm 1hr11ugh a separator or other cquipm,..11t may be waived n~n\ S\tCh terms and condition~ u~ prescribed by tho GLO. Les~cc 
must request nnd obtain a waiver in writing from the GLO he fore the iostAflntion nnd/or use of any ful I well stTcum/wct Gus/multiphase flow mctcrll that mcnsun, 
nny production on or from the Lensed Premises. 

{n) COMMlNGLINC: Lessee must obtain priorwrirtcn permission from the GLO per 31 TAC §9.35(aX3) before surface commingling Oil and/or Gas production 
from a state lease or pooled unit with the production from any other private or stati: lease and/or unit into (i) a common manifold lllld/or separator, (ii) common 
stomgi:, (iii) a common gathering system or pipeline, or (iv) to utilize an off-lease Ga8 supply to inject Gas for lift purposes into any Oil• or Gas0 proclucing 
fol'mation in the Leased Premises. These requirements are in addition to, nod apart front, the requirements ofany otlier state and/or federal agency. 

(o) METERING: Lessee agrees !hut any hydrocarbon.sin liquid form and any G11s produced from the Leased Premiaes shall be measured separately before the 
liquid hydrocarbons aud/or Gas leave th\l Leased Premises. Lessee ah>recs to comply with all applicable American Gas Assodation (AGA) Standards, as well as 
the American Petrolcwn Institute (API) Manual of Petroleum Mcasw-ement Standu.rds (Ml'MS) for uny measurement dl!Vice or tank that coven, the star:t.-: • 
practices, guidelines, recommendations nnd procedures which include, but arc not limited to, tho design, installation, calibration, testing and handling of saTnples 
and operation ofa metering system used for the mcnsurcmcnt of hydrocarbons in liquid form or Ga.~ at any meter location on the Leased l'remL~e.~, at a p~~~~ • 
lease custody trnnsfcr, for the purpose ofle11sc nllocmion in the event of surface commingling, or for the reporting and allocltion oflense fuel, flared Oas voft.imes, 
vcntt.-d volumes or any other lease use. • 

(p) ROYAL TY ON C.,'ONTRACT SETTLEMENTS: lessee shall pay to the owner of the soil and the GLO royalty at the applicable royalty rate on any monetary 
settlement received by Lessee from any brcnch of contract by tcssec •.~ purchaser relating to the marketing, pricing or taking of Oil or Gas production fr411n thQo 
Leased Premises. : • • • • • 

• 5. PAYI\U~NTS, SUllMISSIONS AND NOTICES TO LESSOR: ••• • • • • •• (a) MONETARY ROYALTY l'AYMENTS: All royalty owed tu th~ GLO hertmndcr and not paid in kind at the election of the GLO shall be paid to tqe.GLO 
at AL1s1in, Texas, in the following manner: payment of royalty on production of Oil and Oas shall be as provided in the Rules. The Rules currently proJdc~h.rt• 
royalty on Oil is due und must be received in the GLO on or before the fifth (5 1h

} day of the second (21111
) month succeeding the month of production or s,tct 

later date as may be prescribed in the Rules. Royalty on Gas is <lue and must be received in the GLO on or before the fifteeruh (15 th
) day of the second (200

) 

month succeeding U1e rtKlnth of production or such later date as may be prescribed in the Rules. All royalty payments must be accompanied by the affidavit 
of the owner, manager or other authorized agent. completed in the form and manner prescribed by the GLO and showing the gross amount and dlsposition of 
all Oil and Gas produced and the market value of the Oil and Gn$. Lessee must mnintain, and mnke available to the GLO upon request, copies of all documents, 
record8 or reports confimung tho Gross Production, disposition and market value including Gus meter reading~ pipeline receipts, Gas line receipts nnd other 
checks or memoranda of the amount produced and put into pipelines, tanks, or p.1ols and Gas lines or <.las storage, and 3ny other rcporH or records which the 
GL.O tnny require to verify the Gross Production, disposition nnd market value. In all cases the authority of a manager or agent to act for the L:ssce herein 
must be filed in the GLO. Hach mynlty rnymcnt shall he accompanied by a check stub, schedule, summary or other remittance advice showing, by the assigned 
GLO lease number, the amount of royalty being paid on each lease. 

(b) MANNER AND TL\1£LL11fESS OF l'AYM.£.NTS: A monctaiy royalty payment that is not submitted electronically shall be considered timely paid if 
deli vernd to the GLO 011 or before the appli1:able due date ur if deposited in u postpaid, properly addressed wrnpper with a post ollke or official depository 
under the care and custody of, and postmarhd by, the United States Postal Service at least one (I) day before the applicable elm: elate. A payment that is 
submittl'ti elcclronkully shall be coru;idcred timely paid if such payment i~ sue~cssfully transmitted to thi., proper account with the Comptmllcr of the Stute of 
Texa~ on OT before the due date. 

(c) l'l<:NAL'trns A.NU INTEREST: Lessee shall pay penalties and interest due on late royalty payments and other surru; due, and for failure to provide 
document,, (whether physical documents or information in electronic fonn), as provided by law or the Rules. The right to collect penalties and interest is in 
addition t.1, and sh111l n,11 in any way limit or restrid, the rights of the GLO to pursue other remedies at law or in equity, including without limitation forfeitul'!l 
of this lease. If Lessee pays royalty on or before thirty (30) days atler the royalty payment was due, then Lessee owes a penalty of five percent (5%) on the 
royalty or twenty.five dollnrs ($25.00), whichever is greater. A royalty payment which is over thirty (30) day~ late shall nccrue a penalty often percent (10%) 
of the royalty due or twcnty•fivc dollars ($25.00), whichever is greater. Iu addition to u pcnnlty, royalties shnll accmc interest when the royalty is si1t.ty (60) 
days overdue. Affidnvits and supporting documents which arc not filed when due shall incur a penalty in an nmount set by the Rules thnt were in effect on the 
date when the affidavits or supporting clocuincnts were due. The Lcs~ec shall bear nil responsibility for puying or causing royalties to be paid as prescribed by 
the due date provided herein. Payment of the delinquency penalty shall in no way operate to prohibit the State's right of forfeiture as provided by law nor act 
to po~tpone the date on which royalties were originally due. The above penalty provisions shall not apply in cases oftitle dispute as to the State's portion of 
the royalty or to that portion of the royalty in dispute M to fair market value. 

(d) l'AYMl!!NTS, NOTICES, AND CORRESPONDENCE TO LESSOR; Lessee shall assure that all royalty payments, llhut-in royalty payments, delay rentals, 
and all otht:r payments du~ under this lease, as well U8 documents, reports, notices, and other information, unless cxprcs~ly provided herein that such payment 
or information be directed lo another office, arc directed to the following address: 

lfto the owner of the soil, to the address first listed above. 

lfto the GLO: 

Texas Gcncml Land Office 
P.O. Box 12873 
Austin, Texas 787 tl-2873 

4 
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or 

Texas General Land Office 
1700 N. Congress Avenue 
Austin, Texas 7870 I 

or such other m:ldrcs.q ns may then be specified in the R11lcs. /\11y pny1ncn1s submitted clcctronicnlly shall be delivered by electronic Ii.Inds transfer to the pmper 
account with the Comptroller. 

M NOTICES AND CORR~:SPONDRNCF: TO LESS~; E: Notices and correspondence to Lessee shall be sent to the address shown above or such other nddress 
as Lessee ~hall provide in writing to the owner of the soil imd the GLO. Any such notice of change of address must ~pccifically reference this Lease. 

6. RECORDS: 

(a) RESERVES, CONTRACTS AND OTHER RECORDS: Upon written rcqu1,-:;t by the GLO, Lessee shall annually li.Lrnish the GLO with its best possible 
estim:i.te of Oil and Ga3 n.-serves underlying this lease or allocuble to this lt:ase and shall furnish the GLO with copies of all contracts under which Gas is sold or 
processed and all subsequent agreements and amendments to such contract~ within thirty (30) day8 ufter entering into or making 8Uch contmcts, agreements or 
,1mcndments. Such contracts and ,1g.reements when received by the GLO shall be held in confidence by the GLO unless otherwise authorized by Lessee. A11 
other contracts and records pertaining to th~ procluction, transportation, sale and marketing of the Oil and Gas prodL1ced from these Leased Premises, including 
the boolci and accounts, receipts and discharges of all wells, tank~. pools, meters, and pipelines shall at all times be subject to audit, iru.JJection, and exami11ation. 
by the GLO, the Attorney General, the Governor, or the representative of any of them, : •• • •• 

• • (b) PERMITS, DRILLING RECORDS AND REQUIRED FILINGS: Written notice ofn.ll operntion.q on thi~ le11se sh.all be submitted to the GLO by Lef~ • · 
operator Jive (5) day~ he fore spud date, workover, re-entry, temporary ahnndonmcnt or plug and abandoM,.::nt of any well or wells. Such written uotice to the 
GLO shall include copies of Railroad Commission foons for application to drill. Copies of well tests, completion reports Md plugging reports shall be supp lie~ · 
to the GLO at the time they are flied with the Te,tas Railroad Commission. All applications, peon its, rL-ports or other filings that reference this lease or nny 
specific wc11 on the Leased Premises and that are submitted to ihc Texas Railroad Commission or any other governmental agency must have the word "State" 

(c) 

as the first word in the title. Additionally, in acconiance with Railroad Commission mies, any signnge on the Lensed Premises for the purpose of idef4i~~ 
wells, tank bnltctics or other nssociatcd improv.::mcnts to the J,,nd must also includ<l the word "State." Division orders must be submitted to the GL~ithin • 
thirty (30) days of first productio!L GLO shall not be required to sign any di vision orders. Lessee shall supply the GLO with any records, memomnda, acwuots, 
reports, cuttings and cores, or other .information relative to the operation of the above-described Leased Premises, which may be requested by the GLO, in atl41itioa 
to those herein expressly provided for. Lessee shall have a basic electrical log as defined by the Railroad Commission made on the bore-hole section, :ttinrllla • 
base of the 8urface c,1sing to the total depth of well, of all wells drilled on the above described Leased Premises or such other log or logs as n reasomll,~ an~ 
prudent operator would run and shi1ll transmit a complete suite of such log~ 011 each well to the GLO within fificen (15) days after the m11king of aaid lot. • • • • 

PENAI,TIF.'5: Lessee ~hall incur a penalty whenever reports, documenl'i or other materials are not filed in the GLO when due. TI1e penalty for late filing shall 
he set by the GLO ndministmtive n1le which is effective ou the ,<lute Wilen the materials were due.to I.he GLO. 

7. RETAINED ACREAGE: Notwithstanding any provision of this lease to the contrary, after a well 0producing o; capable of pr1ldudng Oil or Gas bas been completed 
on the Leased Premises, Lessee shall exercise the diligence of a rcasom1bly prudent operator in drilling i.-uch ndditional well or wells as may be reasonnbly necessary for the · 
proper development of the Leased rrcroiscs and in n1arketing the production lhcrcoo. · · · • 

See Addendum Section 2 for replacement language · 
(•) V.~~RT(CAL: lt1 the event this lense is in force and effect in whole or in pact, "'· 11 ~2~ )eft1.1 t11leP tl~e e1tpiM1ia11 dale of Iha ~P~mil,y lim" it shall then tenuinate 

as to all of tho Least.-d Premises, EXCEPT as to the following ocrengc amounts for wells drilled under this lease cnpnblc of producing in paying quantities (including a shut­
in Oil or Gas well as provided in section 11 hereof), or o well that has been spud and upon which Lessee is then engaged in continuous drilling or reworking operations: (I) 
the lesser of 40 acres or th1: .imount of acreage assign~d to an Oil well for prorntion purposes under special field rules; (2) the lesser of 80 acres or the amount of acreage 
assigned to a Gas well for proration purpose6 under special field rules; (3) for horizontal drainhole wells the amount of acreage rcta;ned shall be the greater of40 acres or 
the amount of 6crenge determined by the following formula: 0.032 x. L -A, where L - the length (in feet) of the horizontal laternl component of the well from the first 
takepoint to the last takepoint and A• the area retained (in acres) provided that, if Ais not divisible by the number 20, A will be rour~ed up to the next number divisible by 
20, i.e. (0 .032 ,t 4500 foet = 144 acres, which rounds up 10 160 acres); (4} if more acn:age is requirw than is provided for in (1), (2) or (3) above in order to obtain the 
maximum allowable under special field rules for the permitted or prodllcing interval or intervals, upon written approval from the GLO, such number of acres that are 
required to obtain the maximum allowable as required by d1e spec ial field rules ai approved by the Railroad Commission of Te11as, or any success<Jr ngency, or other 
governmental authority having juri!diction; or (5) the number ofocres held in a pooled unit pursunr1t to Nanirat Resources Code Sections 52.151-52.154: Afier teonination 
pursuant to this subsection, each tract retained shall be considered a separate lease nnd must be tnaintained independently. Lessee slinll retain the right of ingrc,~s and egress 
on and across tbe tcmunatcd portion of the Leased Premises as rn.ny he reawnably neces.~nry for the cot1titmed operation of the po11ion~ of the tense remaining in force and 
effect. Further, Lessee shall rctain an e11~cmcnt for its pipelines, tank bnttcries or other surfocc equipment or installations on thti terminated acreage for so long as they 
continue to be used for the clcvclopmcnt and operations on the n:taincd acreage. 

Soe Addendum Section 2 for Insertion text. 
(b) HORJZONTAf,: Two (2) years nflor the ex.p1ratt0n do.te ot me prun,uy tenn tilts tease snail turther termrnnte ns to those depths stipulated as follows for each 

tract retained in section 7 (a) above: for verticnl wells, 100 feet true verticnl depth below the deepest then producing perforations; for horizontal wells, 300 feet tn1e verticol 
depth below the deepest depth reached by the horizontal lateral between the first takepoint nnd the last takepoint, and for acreage retained that is pooled or unitized, all 
depths above and below the pooled or unitized interval. If a well has been spud and is being drilled over this tennination elate, the acreage retained by said well under section 
7 (a) shall be held as to all depths for so long ns such operations continue diligently in a workmanlike manr.er without intem1ptions totaling more than si:dy (60) days in the 
aggregate (or such longer period of interruptions as may be approved by the Commissioner or his authorized designee) until completion of a well capable of producing in 
paying quantities or as a d1y hole. Upon completion of n well as tlcscribccl in the preceding sentence (with "completion" defined us tho earliest of (I) fourteen days after the 
release of a drilling rig capable of drilling to the target formation, (2) forty-eight hours after the rclea~e of II finishing rig, or (3) upon filing of a completion report at the 
Texas Railroad Commission), or if no such wllll capable of producing in paying quantities is completed within the stated period, the acreage retained shall then terminate as 
to tho~ d<.lpths as pnwidcd it1 this ~ectio11. 

(c) [l)F.NTUr(CATlON AND F'lLING: The surface acreage retained hereunder n~ to each well shall, as nearly as prncticnl, he in the fom1 ofa square for vertical 
wells or a rectangle for hori7..ontal wells, with the well located in the center thereof, or such other shape as m.1y be approved by the GLO. Within thirty (30) days after partial 
termination of this lease a.~ provided herein, Lessee must execute and record a releas~ or rel.eases C<)ntaining a satisfactory legal description of the acreage and/or depths not 
retained hereunder. The recorded release, or a certified copy of snmc, shnll he filed in the GLO, within thirty (30) days ofrt:cording accompnnic<l by the filing fee prt--scribcd 
by the GLO rules in effoct on the date the relen,;e is filed. Cf ~see fuils or refilses to execute and record such release or releases then the GLO, in its sole discretion, may 
designate, by written instrument, the acreage ancVor depths th,,t have tcnuinntcd hereunder, nnd record such instrument at Lessee's expense in the county or counti.::s where 

5 



2022 - 20'22007254 10/20/2022 01:27 PM Page 6 of 16 

the lease is locuted und in the oftki~I rccur<lH of the GLO, umJ such dc8ignation shall be binding upon Lessee for ull purposes. [fat any time after the effective date of the 
partial teIT11ination provisions hereof, the applicable field rules are changed or the well or wells located thereon are reclassified so that less acreage is thereafter ullocated to 
said well or wells for production pt11JlOSCli, this lease shall thereupon tcnninate aa to all acreage not thereafter allocat~-d to said well or wells for production purposes, and 
Lessee shall file a relea~e or releases in the sam~ manner as provided above. 

(d) FIELD RULES AND EXCEPTlUNS: ff Lessee seeks to 1m1end eKisting field mies to establ.ish field rules applicable to the Leased l'remises, and if Lessee 
requests a hearing for the amendment or establishment of field rules, or if Lessee requests the consolidation of existing field mle~ or an exemption from field niles or 
statewide rules., or if Lessee seeks to adopt field rules dLffcrent from those 111 use in the immediate area, Lessee shall notify owner of the !!Oil and the GLO of such request 
prior to any Railroad Commission himring and provide all exhibits to the owner of the soil and the GLO relative to such hearing. Any attempt by Lessee to establish, nmend, 
c-0nsolidau:, or exempt such field rules witho11t owner of the soil's and the GLO's prior consent sb.a!l n1)t he npplicahk to th.e Lease.:! J>ren1iscs unless nnd uniU such consent 
is given. 

8. OFFSET WELi~~: If Oil and/or Gas should be produced in commercial qunntities from a well located within the applicabl.i statutory offset distance from the area · 
includ.:d herein, or which well is draining the area covered l>y Uus lease, the Lessee shall, witllin one hundred (100) days after such initinl production from the draining well 
or the well located within the appticable statutory offact dislllncc from thti area wveroo by this ku~e. begin in good faith und prosecute diligently the drilling of au otfaet 
well on the area covered by this lea~c, and such omct well shall be drilled to such depth as may be necessary to prevent the undue drainage of the area covered by this lease, 
and the Lessee shall use all nieans necessary in a good faitl.1 eITort to make such offset well produce Oil au<Vor Gas in commercial quantities. Only upon the determination 
of the GLO with its written approval, may the payment of a compensatoty royalty satisfy the obligation to drill an oliset well or wells required under this section. 

9. ORY HOLE/CESSATION, DRJLLING, AND REWORKING: 
• • •••••• 

(a) If, dmi11g the p1i .. . ~u1 tc.m ltcrcof: within si.<ty (60) cloys c.fn lease u1mivt1suy clt:tc, (i) Lcs~Kc slic,u!d complete a ncll <-Sa dty ltulc, vt (ii) pioduct:rn, s~uofcl , 
@01158, lhea 11!0 l011sil is R!RiHIRii;eil ~l>'llf 11.i 11,mi"'iltnai, QQlil 111iilu11o1l lhil rs)•lllilPI a~Q lioli)' fiiPial lfll 01')' hela in iililmt1h1la.l @f 1mukieiien lilP i111illi11g 011ol'Alia11,R eeaniti'a'1: • 
tl1m1 sixty (69} clays before :t lcusc 111tt1ivc1:smy dttte, A delay 1ct1ml 11rkut h ... p1tid <H t 01 hcfo1c .ntdt mu1fvec5aty dlltc to tttttiutnitt tltc ktrsc ttttd t.rm1r fatlurc to-11mk('such 
r,n, ff,enl Ilia leo.ie nh111l IOl'lt1111tlle k111!e:1;1 allier .. i~e l1ehl ll\ e, lhe-111'~1i1•er9111,1 aRle li1 11tltliiioMI drilling llj!8F1tli6R!I er re e9!Aelisht!'leftt af predttelititl 1l11ri11g 11.e oi.ti, EEi9' 
dt1)~ I'""' tei the !ll'll'li,ct'!lt,I':) dole. If, dt1ring the l6lt )etir of lhe pri!'l'lttr, tenn, lhe prodt1eliM t,f Oil or Gtts Jh<mld cm,e, l.e, .,ec1, right, ,1lt11ll muein in full foree n11d eH'eet 
l'tithe.111 fttrlhcr or,eretiNIS Ul'llil t!ote e1tr,il.'t11iot'l""ef tl,e 111irn1113 lean, u111I if b::,l!lee h1i not 1e.1umcd IH\itlt1etio11 in l"t} lt1:, q11n11titic.1 nl the e,q,irntio11 t.J the 1,1iP11nl':) term, 
Lc.::;..;c.c 1r1ay 1rmiutai1r thi.z; tc.s.sc by ct1ttdm.th1g aclclitirnul drilling u1 cewmkiug upeut:m,s p□csudtct to .:<ccliou 9Ch,. ush1g tt,e cxph,Mi<ttt c,f dtc p.(maty tettu as tlm iutc of. 
cessation ofpiCiductioa ttmkc scctirnr9(b~. Sl.ottld th ... fi .~•t .,ell or uuy :mb:'Ccqucot t-\cll dt iHcd m, the .. rbo,e dc:'Ccrihcd lmtd he cou1pktcd td .1 slmL in Oit or Oas e♦ cH)ltft1'Pt'1., 
the l"' i111111") le1'!1t h-,e"~, lso~.1e& mil: retmmo I'~ me111 eflhe t1,mt111I ,en!11l il'I !he a111.,e mnm,et ti.I )'ti!, itl~tl herl!in en 1lf heNltl! lhe re11h1I )'e, i11t; !!11te ful!e,,int; !he "'"l'il'!lli'in 
efsi,i1, €601 ..iu, ., frol'I, the dl!le efee1q,lelien ef.1t1eh li1t1t i11 Oil.,, Gnl ooll t1nt! tlJ'!O!I tho litilt,ro to 111111-ce llleh pt1)'111ent, lni3 le11ie ~hull 1111tenm!ie~H) ter1ninnte. I~"' lh~ 
e11r,iro!ioP1 i,f!l10 )'ti:,i~ry le!!!, orH11, liffle 1!1ore11Ret, u ~lrnl in Oil er G"~ ,,ell il loented 011 the Le"aea l'remi9e~, J'!H,111e11tl ma, I,_ l'!111de in neeerdtt.~,ee v,i!h !he ,~1111 i1~ • 
J'!P01iaie113 h_.reo[ • •• 

••• • • • 
(b) If, at the expiration of the primary term, ndthcr Oil nor Ga8 is being produced from the Leased Premises, but Lessee is then enguged in drilling or n:~orkiTI~ 

operntiullll then:on, this lease shall remain in force so long as operatio11JJ on said well or for drilling or reworking of any additional wells are prosecuted in good faith and in 
worlmumlike manner without interruptions totaling more than si.dy (60) days during any one such operation, and if such operations result in the production of Oil nml/or 
Gas, so long thoroofter as Oil and/or (las is produced in paying quantities from the Leased Premises, or payment of shut-in Oil or Gns well royalties or compensatory royaltfos 
is mndc as provided in this lease. ·· · ·. · · · · · · · · · 

(c) · If, ot1cr the expiration of the primary term, production of Oil or Gas from the Leased Premises, after once obtained, should cease for nny cause, this lcnsc shall . 
not tem1in.nte if Lessee restores production in paying quantities within sixty (60) days nficr such ccssntion or commences additional drilling or reworking operation~ within 
sixty (60) day~ after rnch ces~tion, and this lc11sc shnll rcm:1in in full force and cff~et for so long as such operations continue in good faith and in workmanlike manner . 
without intcmiptions totaling more than silt.ty (60) days. If such drilling or reworking operations result in the production of Oil or G11s, the lcn~ shall remain in fut! fo1':c 
and effect for so long as Oil or Ga~ i~ produced from U1e Leased Premises in paying quantities or payment of shut-in Oil or Gas well royalties or poymcnt of compensatory 
royulties is llli!dc us provided herein or as provided by law. Uthe drilling or reworking operations result in the completion ofa well a~ a dry hole, the Jeusc will not terminate 
if Uic Lessee commences additional drilllng or reworking oper.1tion8 within silt.ty (60) <lays after the completion of the well as a dry hole, and this lease shall remain in effect 
so long as Lessee continues drilling or reworking operation9 in good faith and in a workmanlike maru1er without interruptions total ing more Uian sixly (60) days. Lessee 
shall give written notice to the GLO within thirty (30) days of any cessation of production. 

10. POOLING; ALLOCATION: (a) Le~see is hereby expressly prohibited from pooling or unitiL.ing the Leased Premise~ or any interc~ts therein with any other 
leasehold or mineral interest for the exploration, development and production of Oil or Gas or either of them without th!! cxpres~ consent of the School Land Board and 
the Cornmission~r. A well, whether or not classified as an altocution well, that traverses multiple leases or units includi11g the Leased Premises hereunder, one or more 
of which leases orunits contains Oil and Gas owned hy the stnte, and which well i~ 001 associated with nn agreement approved by the GLO and ownerofthe soi! specifying 
the allocation of the production of stntt~-owncd Oil and Gns, is hereby expressly not permitted and mny not operate on or under this lease or a unit contnining st11te-owncd 
Oil and Gas w!ihout the prior writ+.en consent of the Commissioner or his authorized clcsigncc, which consent may be granted or withheld in the Commissioner's sole 
cli,;crcti,)n. 

(b} Lessee is hereby grant~<! the rigllt to pool or unitize the royalty interest of the owner of the soil under this lease with nny t)thcr lcnschold or mineral interest for 
tho e,c.pioration, development and production of Oil or Gas or either of them upon the same tcnns as shall be npprovcd by the School Lnnd Board and the C-0n1missioner 
for tbe poollng or unitizing of the interest of the State under this lease pursuant to Texas Natural Resources Code §§52.151-52. 154. The owner of the soil agrees that the 
inclusion ofthlB provi8ion in thi~ lease satisfies the execution requirements Rct out in Texas Natural Rewurces Code §52.152. 

11. SHUT-IN ROYAL TIES: For purposes of this section, "well" means any well that has been assigned a well number by the governmental agency having jurisdiction 
over the production of Oil and Gns. [f ul any timt, a0er Uu, expiration of the primary term of a lease that, until being shut in, was being maintained in force and etlect, a well 
capable of producing Oil or Gas in payillg quantities is located on the Leased Premh1ei1, but Oil or Gas is not being produced for lack of suitable production facilities (lack 
of suitable production facilities ill not acceptable as a reason for making a shut-iu payment if all or part of such production facilities are owned 1111d /or opcmtcd by Lc:IBcc, 
and the cause is due to Lessee', improper maintenance or neglect) or lock of a suitable market, then Lessee may pay as a shut-in Oil or Gas royalty an amount equal to 
double the annual rental provided in the lease, but not less than $1,200 a year for each well capnhle of producing Oil or Gas in paying quantities. If section 3 of this tense 
does not specify a delay rental amomit, then for the purj,oscs of thi~ section, the delay rental amount shllll be one dollnr ($1.00) per ncre. To be cfTective, each lnitinl shut­
in Oil or Oas royalty payu1cnt, accompanied by the GLO Shut-In A01davit, must be paid on or before: (1) the cx.pirution of the prirruuy term, (2) SL'tty (60) days artcr the 
Lessee ceases to produce Oil or Gn~ from the Leased Prcmi~es, or (3) Sixty (60) day~ after Lell.~ee completes a drilling or reworking operation in nccordancc with the ltlllsc 
provisions; whichever date is the latest. Such payment shall be mudc cmc-hnlf ( ln) to the Commi~sioncr, and one-half (lt2) to owner of the soil. If the shut-in Oil or Gas 
roynlty is p11id, accompanied by the OLO Shut-In Affidavit, the lease shall he considerecl to he n producing lensc and U1c payment dmll extend the term of the lease for a 
period of one (I) year from the end of the primary tcnn, or from U1e first (l") day of the m,)11th following the tnonth in which production ceased, and, at1er that, if after n 

(i 
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diligent effort, Uiat being those of a reasonable and prndcnt operator to obtain or repair the production facilities or to obtain a mark.et, no suitable production facilities or 
suitable market for the Oil or Gas e.tists, Lessee may, upon written approval of the GLO, Mtend the lease for four (4) more successive periods of one (I) year by paying the 
same amount each year on or before the expiration of each 8hut-in year. 

12. COMPENSATORY ltOYALTU:S: [f, during the period thl.l leai;e is kept in ~flilcl by payment of the shut-in Oil or Gas royalty, Oil or Gas is sold and delivered in 
paying quantities from a well locatLXI within thll applicable statutory offset distance from the Leased Premises and completed in Ute same producing reservoir, or in any case 
in which drninnge is occurring, the right to continuo to ffilli.ntnin the lease hy paying the shut-in Oil or Gas royalty shall cease, but the lease shall remain eft'cctive for the 
remainder of the year for which the royalty hns been paid. Upon wriiten approval from the GLO, the Lessee may mnintnin the lease for four (4) more successive years by 
Lessee paying compensatory royalty at the royalty rate provided in the leru;c of the market value of production from the well causing the drainage or which is completed in 
the same producing n,-scrvoir and within tl1e npplicahlc statut,.)ry offset distance from the Leased Premiw.i. The compensatory royally is to be paid monthly onc-hnlf (1/2) 
to the Commissioner, nnd onc.half(l/2) to owner of the soil, heginning on or before the Inst day of the month following the month in which the Oil orGns is produced from 
the well causing the drainage or thnt is completed in the same producing reservoir nnd located withill the npptieable statutory offset distance from the Lensed Premises; if 
the cornpct1satory royalty paid in nny twelve (12) month period is it, an amount less than tl1c annual shut-in Oil or Gas royalty, Lessee slmll pay an amount equal to the 
di ITcrcncc within thirty (30) days from the end of the twelve ( 12) month period; nnd none of these provision9 will relieve Lessee of the obligation of reasonable development 
nor the obligation to drill offaet wells a3 provided in N.R.C. Section 52.034; however, at the determination of the GLO, and with the GLO's written approval, the payment 
of compensatory royalti~ shall :satisfy the obligation to drill offset wells. Compen.qatory royalty payments which un: not timely paid will nccnre penalty and interest in 
accordance with 8ection 5 ofthi8 leasc. 

13. AUTHORIZED DA.MAGES. Lessee shall pay the owner of the soil for clim:1ges caused by it~ operations to all personal property, improvements, livei;tock and 
crops on the Leased Premises. 

• • •••••• 
14. USE OF WATER; SURFACE: Lessee shall h.ave the right to use water produced on said land ncccs.~:uy for drilling oix-rations hereunder 1111d solely up<Tn the 

Leased Premises; provided, however, Lessee shall not use potable wnter or water ~uitahle for livestock or irrigation purposes for water flood, hydraulic fracn1r~a,.qr: •· · 
completion operations, whether such water is from stock tanks, surrncc reservoirs, e.xisting wnter wells, or streams on the Leased Premises, without the prior written c~nscnt 
or owner of the soil. lessee shall hlve the right to use so much of the surface of the land that mny be reasonably necessnry for drilling nnd operating Oil and Gas wells and 
tmnsporting and marketing the production therefrom, such use to he conducted under conditions of knst injury to the su.rface of the lnnd. 

15. POLLUTION: In developing the Leased Premises, Lessee shall use the highest degree of cnrc and all proper safeguards to prevent pollution. Without limit¥1g the. 
foregoing, pollution of coastal wctl.mds, natural waterways, rivers and impounded wurer shall be prevented by the use of containment facilities sutftcicnt to prevent sJTl!fu'I:~ • 
seepage or ground water contamimition. In the i:vent of pollution, Lessee shall u~e all means at its di8posal to recapture nll 1:~caped hydrocarboru or other pollutants a11d 
shall be responsible for all damage to public anti private properties. Failure to comply with the requiremet1ts of this provbion may re6ult in the maximum penalty ~w~ 
by law including forfeiture of the lease. Lessee shall be liable for the damages caused by such failure ,ind .iny costs and expenses incurred in cleaning areas affecte~b1'1hc• 
discharged w:iste. • • • 

••• • • • 
16, lDENTIHCATION MAUKERS: Lessee shall eret:t, at a dist,mcc not to exceed twenty-five (25) feet from each well on the premises covered by this lease, llegillffi 

sign on which shall be stati:d the oame of the operator, the lease desi1,'11ation and the well number. Where two or more wells on the same lease or whc:re wells on two or 
more leases an: connected to the same tank battery, whether by individual flow line connections direct to the tank or tank, or by use of a multiple header system, each line 

. between each well and such tank or bender shall be legihly identified nt nil times, either by a finnly attached tag or plate or an identification properly painted on such line nt 
a distance not to exceed three feet (3 ') from such tank or header connection: Snid siglls, tags, plates or other idenlificntion markers shall lxl maintained in a legible condition 
throughout the term of this lea.~c. · ' · 

17. ASSIGNMENTS: (a) Subject to the right of the GU) to require a demonstration by the transferee of its financial responsibility, this lease may be tronsferred at nny 
time; provided, however, thnt the liability of the transferor to properly discharge ifs obligation under the lcnsc, including properly plugging nhnndoned wells, removing 
plntfonns or pipelinos or remedintk1n of contamination nt drill sites sh11ll only pass tn the transferee upon U1e prior written consent of the GLO. The GLO may require the 
transferee to dem<1nstrate financial responsibility and may require a bond or other security. All transfers must reference the lease by the file number and must be recorded in 
the county where the area is located, and the recorded trnnsfor or a copy certified to by Ute County Clerk of U1e county where the transfer is recorded must be filed in the 
GLO within ninety (90) days of the execution date, a3 provided by N.R.C. Section 52.026, accompanied by the filing foe prescribed by the GLO rules iu effect on the date 
of receipt by ihe GLO of such transfer or certified copy thereof. Without limiting the liability of the original lessee or any prior transferee for Uiat entity's debts owed to U1e 
GLO hereunder, every transferee shall succeed to all rights and be subject to all obligations, liabilities, and penalties owed to the State by the original lessee or any prior 
transferee of the lease, including any liabilities to the Snitc for unpaid royalties. 

(b} Notwithstanding any provision in subsection l 7(a), if the owner or che soil acquires Utis lease in whole or in part by assignment without the prior written 
approval of the Commi~sioner, this lease is v<1ld as of the time or assigruncnt and the agency power of the owner m.ay he forfeited by the Commissioner. An assignment 
will be !rented as if it were mndc to the owner of the soil if the assignee is: 

(I) n nomhtce of tho owner of the soil; 
(2) a COl'poration or subsidiary in whtch the owner of the soil is II principal stockholder or is au employee of such a corporation or subsidiary; 
(3) 11 partnership in which the owner or the s,.1il is a pattner or is an employee of such a partnership; 
(4) a principnl stockholder or employee of the corporntion which is the owner of the soil; 
(5) a partner or employee in a purtnership which is the owner of the soil; 
(6) a fiduciary for the owner of the soil; including but nut limited to a guardian, trustee, executor, administrator, receiver, or conservator for the owner of the 
soil; or 
(7) a family member of the owner of the soil or related tu the owner of the soil by marriage, blood, or adoption. 

18. RELEASJ~S: Lessee may relinquish the right~ b'ranted hercumlcr to the State nt any time by recording the relinquishment in the county where this are11 iii situated 
and filing the recorded relinquishment or certified copy of same in the GLO within ninety (90) days after its execution accompanied by the filing fee prescribed by the GLO 
rules in effect on the date of receipt by the OLO of such relinquishment or c.:rtified wpy thereof. Such relinquishment will not have tl1e effect of releasing Lessee from any 
liability thcrctoforn accrued in favor of the State. 

19. WARRANTY CLAUSI<:. -nte 0M1er of the soil warrants and ngr~e; to defend title to the Lensed Premises. If the owner ofche soil defaults i11 payments owed on 
the LeMed Premises, thctl Lessee may redeem the rights of the owner of the soil in the Leased Premises by paying any mortgage, tax.cs or other liens on the Leased 
Premises. lf Lessee mukcs payments on behalf of the owner of the soil under thi~ section, Lessee may recover the cost of these p11ymcots from the rcntnl aml roynlties due 
the owner of the soil. 
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20. (a) PROl'ORTIONATI!: REDUCTION CLAUSE: lJ the owner of the soil owns ksa than the <.-ntiro undivided surface estate in the above described land, 
whether or not Lessee's interest is specified herein, then the royalties 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 herein provided to be paid to the GLO shall be likewise proportionately reduced. However, before 
Lessee adjusts the royalty due to the GLO, Lessee or his authorized represen1ntive must submit to the GLO a written statement wl1ich explains the discrepancy between 
the interest purportedly leased under thi~ lca8c and the actual interest owned by the owner of the soil. If an undivided interest remains unlcased on the land covered by 
this lease on the date of first pru<luction frum the Leased Premises, the GLO sh:ill be paid a roy.ilty of twenty-five percent (25¾1 of the value of the Gross Production 
allocable to said unknsed undivided interest payable on the same terms nnd conditions as are provided in this lease fot the payment of royalty to the GLO, until such time 
as the Lessee hns recouped its drilling and completion costs ("payout") nod upo11 payout the Lessee will glve notice to the GLO and beginning on tho first day of the 
month after payout the GLO shnll be paid the vnluc of 100% of the Gross Productlon allocable· to snid unlensed undivided interest less the proportionate operating costs. 
Upon written request from the Gl.O, the Lessee will provide the GLO with a title opinion verifying the percentage ofunlcnscd undivided interest on the Leased Premises. 

See Addendum Section 6 for Insertion language 
(b) R.EDU<..'TION lW r /1. YMgNTS: If, during the primary term, a portion of the land covered by this lease is included within the boundaries of a ()<.)()led 

unit tbat has been nppmvcd hy the School Land Board and the owner of the soil in accordance with Nanm1! Re~ourccs Code Sections 52.151-52, 154, or if, at nny time 
after the expiration of the pri.rruuy term, thi8 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 puyment8 determined on u per acre basis under 
the tcans of this !ease during the primary term shall be calculated based upon the number of acres outside the boundaries of a pooled unit, or, if after the expiration of the 
primary term, the number of acren actually retained and covered by thi8 lease. 

21. LIEN: In accordance with N.R.C. St.-ction 52. l J6, the State sha!l have a first lien upon all Oil and Gas produced from the area covered by this lease to secure pa¥ment • 
of all wipaid royalty and other sum~ of money that may become due umler this ka~c. By acceptllrlce of this lea.~e, lessee grants the State, in addition to the lien pr~•• 
by N.R.C. Section 52.136 and any other ;ipplicablc statutory lien, an ex.press contractual lien on and security interest in an leased minerals in and extnictcd from the Lca$cd . 
Premises, all proceeds which may accrue to Lessee from the sale of such !cosed minerals, whether such proceeds are held by Less.--c or by a third party, and all .fix~:• 
and improvement~ to the Leased Premises used in connection with lhc production or processing of such leased minerals in order to secure the payment of all roya!fies or 
other lllll<lunts due or to become due under this tense and to secure payment of nny dnmnges or loss that owner of the soil muy suffer by reason of Lessee's brench of a~ · 
covemmt or condition of this lease, whether express or implied. This !ense, when flied in the n.-nl property records where the Leased Premises nro located, and for purposes 
of pcrfcctiag owner of the soil's lien on and security interest in all proceeds, shnll constitute a financing statement under the Tcxns Uniform Commercial Code, This lien 
and security interest mny ti.: foreclosed with or without court proceedings in the manner provided in Title l, Chapter 9 of the Tel<lls Business and Commerce Code. t.cs.~c~ 
agrees that the GLO may require Lessee to execute and r.::cord such instn1me11t~ as rnny h.:: reasonably neccs.,ary to a.::lcnowlcdge, attach or perfect this lien. Lessee ,:r~~y • 
represents that there 11re no prior or superior liens arising from and relating to Lcs.~ce's activities upon the above-described property or from Lessee's acquisition of this lea¥. 
Sbould the GLO at any time determine thi1t ihi8 representation is not true, then the GLO may declare this lease forfeited as provided herein, • • • 

• • • ••• 22. F'Ol{Ji'EITURE: If Lcs~ce shall fail or refuse to make the payment of any sum within thirty (30) days after it becomes due, or if Lessee or an authorized agent.s~oul(j 
knowingly make .:111y false retum or false report concerning production or drilling, or if Lessee shall fail or refuse to drill any offset well or welts in g<>od faith a., !Jqllirea• 
by law and the nrlts and r~gulatiom u<lopted by the GLO, or if Lc.-sse~ should fail to file reports in the manner rcqt1ircd by law or fail to comply with rules and regulatio~ 
promulgated by the GLO, the SLB or the Railroad Commission, or refus~ the proper authority a<,-cess to the records pertaining to operations, or if Lessee or an authorized 
agent should knowingly fail or refuse to give correct information to the proper authority, or knowingly fail or refuse to furnish the GLO a correct log of any weli or if Le~ttce 
sha!I knowingly violate any of the provision~ of this lease, or if thL~ lease is assigned and the assignment is not filed in the GLO as required by law, or if Lc:ssco shall foil or 
refuse Ii! execute and file a release ns required m1dcr this lease and by GLO mies, the right~ acquired under the entirety of this lcnse shall he subject to fotfcinrrc hy the GLO, 
and it shnll forfeit same wht..'ll sufficiently informed of the facts which authoriu a forfe iture, nnd when forfeited tlie area ~hall again be ~ubject to lense. However, nothing 
herein shall be construed as waiving the automatic termination of tliis lcnse by opcrntion oflaw or by reason of any special limitation arising hcmmdcr. Forfeitures may be 
set aside and this lease nnd nil rights thereunder reinstated before tho rights of nnotbcr intervene upon satisfactory evidence to the GLO of future e-0mpliance wlth the 
provisions of the lnw and of this lci\!;C and the rules nnd regulations that may be adopted relative hereto. Neither ICm\ination nor forfeiture of this lea.~e shall have the effect 
of releasing Lessee from any liobility tbcrctofoN accrued in favor of the State, 

23. Al'l'LlCABLE LAWS AND DRJ.LLING RESTRICTIONS: ThiN lease shall be ~ubject tu ull rules und rcgulation8, and urnendment., thereto, promulgated by tb.e 
R.iilroad C<>mmission and the GLO governing drilling and producing operations on $talc land (~pt:e ifically irn;luding any rules promulgated that relate to payment of 
royalties, and auditing procedures, and shall be subject to all other valid statutes, mies, regulations, orders and ordinances that may uffect operations under the provisions of 
this lease. Without limiting the generality of the foregoing, Lessee hereby agrees, by the acceptance of this leu:;e, to be botmd by and subject to all statutory and regulatory 
provisions relating to the GLO's audit billing notice un<l audit hearings procedures. Said statutes are currently found at N.R.C. Sections 52.135 and 52.137 through 52.140. 

24. REMOVAL OF EQUIPMENT: Subject to limitations iu thfa section, Lessee shall have ihe right to remove machinery and fixtures placed by Lessee on the 
Lca~d Premises, including the right to draw and remove casing, during or within six (6) monihs after the expiration or the termination of this lease. However, Lesst:e 
may not remove casing from any well capable of producing Oil nnd Gas in paying quantities. Additionally, Lessee may not drnw and remove casing until after thirty (30) 
clays written notice to the GLO and to the owner of the soil. If Lessee fails to remove such mnchinecy and fixtures within the a!lotted time, then such mnchincry and 
lhturcs shall, at the election of the owner of the soil, eitl1er become the property of the owner of the soil or the owner of the soil may have such machinery and fixtures 
removed nl the S11lc expense of Lessee, Notwithstanding the foregoing, if this tense is forfeited or terminated for any reason, Lessee shall not remove the casing or any 
equipment from the Leased Premises until wells have been plugged to the satisfaction of the Railroad Commission, nil pits have been properly filled and a!l debris has 
been removed from the Lensed Premises, nnd owner of the soil has provided written approval of all restoration. 

2~. FORCE MAJIWRE: If, io ihe last year of the primary ttirm or thcrealter, Lessee is prevented from complying with any express or implied covcnai1t of this lea8e, 
from conducting dri!li.ng operatio[l.'I tli~reon, or from producing Oil am.Vur Gas therefrom, after effort made in good faith, by reason of war, rebellion, riots, strikes, tires, acts 
of God or any ordel', rule or regulation of governmental uuthority, then while so prevented, Lessee's obligntion to comply with such covenant shlll.l be suspended up,Jo proper 
and satisfactory proof presented to the GLO (the GLO should he notified within lillecn ( 15) clays of any force rrmjeure event) and accepttid by the GLO in support of Lessee's 
contention and Lessee shall not be liable for damages for failure to comply therewith; and this lease shall be extended white and 80 long as Lessee is prevented, by any such 
cause, from drilling, reworking operation~ or yroducing Oil and/or Gas from the Leased Premises. Lessee agrees to immediately notify the GLO when the reason for force 
majeure has ceased. Notwithstanding anything contained herein to the contrary, a well being shut-in as a result of pipeline disruptions trutt arc subject to section 11 of this 
lease does not constitute an event of force majeure, and Les~c,i's obligation~ under thi~ lease are not, for that reason, excused pursuant to this section 25. 

26. LEASE SECURITY: Lessee shnl! take the highest degree of care nnd 1111 proper safeguards to protect suid Leased Premises imd to prevent the.(\ of Oil, Gas, and 
other hydrocarbons produced from said lease. This incltK!cs, but is not limited to, the installation of all necessary equipment, sen ls, locks, or other appropriate protective 
devices on or nt nll access points nt the lease's pro<luction, gathering, and ,torugc systems where theft ofhyclroc,ubons can occur. l.es.<1ee sh,1lt be liable for the loss ofnny 
hydrocarbons resulting from the fl and shall pny the GL.O royalties thereon n~ provide,! herein on all Oil, (lns or other hydrocarbons lost by rea.<1011 oftliefl. 
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27. SUCCESSORS AND ASSIGNS: The coven.1nts, conditions un<l agreement~ co11tained herein 8hall extend 1,, uml be binding upon the heirs, executors, udmini~trutors, 
~uccessors or ll8sign.~ of Lt-ssec herein. 

28. VENUE: The owner of the soil and Lessee, including Lessee's successors aud assigns, hereby agree that venue for any di8pute involving the GLO and arising out of 
a provision of this lease, whether express or implied, regarding interpretation of this lease, or relating in any way to thiN lease or to applicable case law, statutCll, or 
administrntiw mies, shall be in a court of competent jurisdiction either in Travis Cminty, Texas, or in the cotmty where the Leased Premises are located, at the option of the 
GLO. 

29. LAND PROTECTIONS: 

Lessee agrees to provide at least seven (7) days' prior notice to t1w11er llf the .~oil he fore cmnmencing nny surfoce operntion~ on the LCl.l sed Premises, such. notice to include 
location of operations 11nd work to be p<::rfonncd. 

(a) Upon written request of owner of the soil, Lessee shall constmct n fence around uny drill site <luring drilling opc.~niions, nnd if production is obtained, Lessee 
shall construct u ti:nct: uround all production facilities capable of turning cattle and/or livestock. Lessee agrees lo in.~tall grites at all fonce crossings u6ed by Lessee in 
connection with operations hereunder. Should a catthi ,b'lmrd or guards be placed on the Leased Premises by Lessee, then such ca:tk guar<l(s) shall be left in place and 
become the prope1ty of owner of the soil after th(l expiration of this lease. 

(b) Lessee shall not cut uny exterior or boundary fence oor open any locked exterior or boundary gates of the Leased l'remfaes without owner of the soil's prior 
written pcrmis~ion, which shall not be unreasonably withheld. • • •••••• 

(c) No c1nploycc, representative, conl1~1ctor or any other person :tllowcd by Lessee to come upon the Leased I'rcmiscs shall be permitted to hunt, fish, trap, or•camp 
on the Lensed Premises, nor shall any su.::h pe rsons he pcnnittcd to bring alcoholic hevcrngcs or illegal drngs on to the Leased Premises nt any time. ·: •• • : • 

• 
(d) All p,ts used by or on behalf of Lessee during drilling operations on the Lensed Premises s.hall he lined with an impcrviom material so that no tluid~ may escape 

such pits, Lessee and its assigM shall not kt uny salt water or any other deleterious !11.tbstance nm on or over the Lensed Premises, or tet such substances nin into owner of 
the soil's stock t11nks or any creek, strenni, river or other body of water, nnd absent owner of the ~oil's prior written consent to the contrary, Lessee shall not use any wells 
on the Leased Premises for salt water disposal p11rp(1scs. If own,~r of the s,1il elects to consent to the use or wells located on the Leased Premises for salt water ~qpos~ 
purposes, the parties shall enter into n $eparatc agreement covering such disposal. : • • • • • 

• (e) Upon completion or abandonment of any well or wells, Lessee shall lill and level all slush pits and cellars and completely clean up the drilling site ofall .ill'hish 
thereon and restore the surface to as near its original condition and contours as is practicable. Lessee shall, while conducting opcmti<>ns on the Leased PrcmiBe8, k<l!:p~ai3• 
premiseg free of all rubb ish, cans, bottles, paper cups or garbage. Lessee shall maintain trash containers at all wod. sites during constniction on the Leased prernis:s s~t 
trash conta.inel".l to be loculcll at entrances and exits on eacb side of the road and near places of high activity. Tanks and equipment will be kept painted and present:ti,. • • 

••• 
(I) When requested by the owner of the soil, Lessee shall bury its pipelines below plow depth. 

. (g) N(} drill site locutions, storage tanks, or treatment facilities shall be established withiii three hundred feet (300') of any re~idcnce or barn now situated on the 
Leased l'remises without owner of tho soil's prior written consent. Lessee shnll conduct all drilling and production operations entirely within each drill site. The owner of 
the soil shall havo the right to pru:ticipnte in the selection of the location ofrondways to nnd from any drill site on the Leased Premises nnd that prior to beginning operations . 

. . hcn:undcr, Lessee shall contact the owner or the soil for consent as to the location of such rondways, which consent will not be unrcas..~na.bly withheld. 

30. DEFINITlONS: 

a. "BTU" means British theminl unit, which is the quai1iity of bent required to raise the temperature of one-pound avoirdupois of pure water from 58.5 
del,'!'ees Fuhrenheit ("° F") to 59.5° F. An MM Btu is one million (1,000,000) British thermal units. 

b. "Dry Gu" means a 0.iN thut contains less than or equal to seven (7) lbs of water per million standard cubic feet. 1he volume of Gas, on a Dry Gas 
basiM, shall be <le1crmined by mathematically removing ihe water vapor from Gas that is partially or fully saturnh:<l with w11ter vopor nt measurerneot 
conditions uf tlowing prcHSurc and temperature. The total energy content of Gas shall be the product of multiplying the volume of Oas, on a Dry Gas 
bMi~, times the heating value per unit volume, in Btu/SCF, on a Dry Gu~ basis, ut the ~amc buse temperature und bai;e pressure. 

c. "Gas" means methane nnd other GasC()us hydrocarbons, including Gasoous combustible, noncombustible, and inert elements, compounds, component~ 
or mixtures thereof, nnd liquet:iable hydrocarbons i11 the vapor stream. Gus volumes shall be cnlculatcd and reported, nt the option of the GLO, in 
standard cubic feet (SCF), one thousand (1,000) stnndard cubic feet of Gas (MSC.F), or one million (1,000,000) standard cubic feet or Gns (MMSCF). 

d. "Grosi Heating Value or DTU Content" means the energy per unit volume represented by the numbc:rofDTUs produced by the complete combustion 
of one standard cubic foot of Gas (excluding hydrogen sulfide) at a tcmperun1rc base of sixty degrees (60° F) Fnhrcnhcit and prcsS\lrc base of 14.6S 
pounds pc.r squaN inch absolute, 

e. "Gross Production" means all Ga~ and fluids brought from underground up to an<l through the wi:11 head, and ir.cludes: (i) all hydrocarbons produced 
.in liquid form as Oil or conderuiute at the well head and also a[[ condensate, distillate, and any other liquid hydrocarbons recovered from Oil, conderuate, 
or Gas run through a separator or other equipment; (ii ) all hydrocarbons and Gaseous substances not in liquid form produced from any wdl; and (iii) 
natural Gaso line or liquid hydrocarbons, ca1ho11 dioxide, carbon black, sulfor or any other products produced or manufactured from any Oas or liquid. 
The Gross Production volumes of Oil, conden~ate, and Oas includes all sales, custody transfer dispositions, and/or stored volumes and all non-sales 
disposition volumes, including but not limited to, lease use, fuel, vent, flare, spills, uncontrolled releases, then, and any other (OMS. The Gross Production 
of Gaseous hydrocarbons shall be adjusted and reported in MMBTUs. 

C. "Market Value" means the greatest of (i) the highest posted price, plus premium, if a11y, offered or p,1id for Oil, Ga.~, condensate, distillate, other 
hydrocarbons, or any Other Products produced or manufactured from the Oil or Gas, of slmilar charncteristics nnd type in the general area, (ii) the 
pruvniling mncke t price thereof in the general area, (iii) the proceeds of the sale thcrcol~ or (iv) the highest value rcnsom1bly available to Lessee. The 
prOCCe(L~ of sale shall include the 1t1tnl value accruing to the Lessee from the sale or use of the pnxh1ction, inclil{ling proceeds and any other thing of 
value received by Llssce or the operator. 
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"Marketnble" mean, that surticient infrastrnctl1rc is in-place or installed to allow for the sale or delivery of merchantable Oil and/or Gas into the 
custody of an authorized carrier, receiving agency, or party. 

"Merchantable" means (i) with respect to Gas, a Gus that is commercially free of dust, sand, dirt, gum-forming constituents, natural Gasoline, liquid 
hydrocarbons, water, inerts, and any other substances that may become separated from the Gas during bundling thereof and may be iajurio•us to utility 
facilitjes, industrial, commercial, 1md/or residential users that woold cause the Gas to be unmarhtable or require additional treating and/or processing 
to be ready for use and consumption (sale and use), and (ii) with respect to Oil, a crude Oil, condensate, and other liquid hydrocnrbons recovered in 
liquid form from any hydrocarbon product-ion (oil or Gas) produced on or from the Lea~ed Premises that is suitable for norrru1! refinery processing, 
su flicicntly free of foreign contaminants or chemicals, and meets the appropriate pipeline or truck haul specifications for sediment and wntcr. 

"Natural G:u Uqulds (NGLs)" menns those hydrocnrhons liquefied, n .. ·movcd, recovered, or condensed from natural Gas nt the surfucc in field 
production facilities as Oil or condensate or in natural Oas processing plants as Oil or stahilizcd condensate and as raw mix liquids prior to separation 
down kl their base components. N11t1.1rnl Oas liquids that are not recovered or removed as condensate in plant systems kicntcd on or off the I.cased 
Premises or in a l'rocessiog Plant consist of either: (i) Raw Mix, or (ii) component plant products consisting of merchantable nnd marketable commercial 
grndes and/or blends of each of the individual components, aficr fractionation, of ethane, propane, iso-butane, normal butane, and natural Gusoline that 
include pentanes plus (iso"pentanc, normal pentane and hydrocarbon components of higher molecular weight). 

"Non-rroceued Gas" means all hydroc.1rbon:; and Gaseous substances not defined as Oil, that arc not proce8scd in plant systems located on or ofithe 
Leased Pr~mlses or in a l'rocessing Pl.ant to remove or extract Natural Gas Liqui<fa to produce a Pipeline-Quality Natural Oas or Residue Gas (al!hou~ 
the term includes such substances that have been removed from the Gas that include, but are not limited to, carbon dioxide, sulphur, water, or w,~, • 
constituent or component necessary lo produce a Piptlline-Qualily Natural Gas ). • • •••••• 
"011" meMs all hydrocarbons produced in a liquid fonn at the mouth of the well and 11l~o all condensate, distillote and other liquid hydro!arbons 
recovered in liquid form from any hydrocarbon prnduction (oil or Gns) produced on or from the Leased Premises when nm through a separntor or otlfer • 
equipment that is stored at pressures less than or equal to 15 pounds per square inch gauge, and that is not extracted in the fonn of Raw Mix in plant 
systems located on or off the Lensed Premises or in a Processing Plant prior to fractionation. All Oil volumes shall be corrected from the nlell$Urcment 
condition In report the produced volume <1f Oil in Stock Tank Barrels at Stock Tank Conditi,ms per tho opplicabl~ AP! MPMS stMdards. : • • •: • 

• 
"Pi~line-Quality Natural Ga~" means a natural Gas that is merchantable and marketable that meets an interstate or intr.istate transmission compan,'s 
minimum 8pecifications with respect to (i) delivery prcss1.1re,(ii) ddivcry tempernture, (iii) BTU content, (iv) mercaptan sulfur, (v) total sulfi'r. (\'i) 
moisture and/or water content, (vii) carbon dioxide, (viii) oxygen, (ix) total inerts (the total combined carbon dioxide, helium, nitrogen, oxy~n. J 
any other inert compound percentage by volume), (x) hydrocarbon dew point limits, (xi} merchantability, (xii) content of any liquids at or imn¥:liiate1y 
downstream of the delivery point into a pipeline, and (xiii) interchangeability with the typical composition of the Gas in the pipeline with rei;pi¾t ~~ 
following indices: Wobbe Number, Lilting Index, Flashback Ind~x. and Yellow Tip Index. per AGA 0ulletin No. 36. 

"Processed Gns" means natural Gas processed in a Processing Plant(s) located on or off the Leased Premises whcro Gas is processed to r~movc: or 
extract liquefinble hydrocarbons or Raw Mix from ihe noturol Gos stream to produce a Pipeline-Quality Natuml Gus or Rt.-siduc Gus, NGLs, nnd other 
products, and as us~ herein includes the Residue Gas, the Raw Mix (and resulting NGLs), and other products, · · · 

n. ' "Processing Pln•t" mcnns plant system.<;, located on or off the l.cascd Premises, that include a Gas processing pla~t, nnturnl Gasoline plant, Gasoline 
plant, or other plant where mw u11processcd natural Gus is processed to remove or ex.tract Raw Mix from the natural Gas stream to produce n Pipeline­
Quality Natural Gas or Residue Gas nncl other prod\lcts, and the Raw Mix is then either (i) separated by fractionation down to its hase components prior · 
to storage and/or transport that meets or conforms to all applicable Gas Processors Associurion (GPA) Standards ancVor Specifications for the commercial 
salo of each liqucfiable hydrocarbon product, or (ii) transported to another plant for sepnration down to its base comp<1nents by fractionntion prior to 
stornge and/or transport fur the commercial sale of each liquefiable hydrocarbon product. Any deductions, costs, or processing fees associated with the 
removal or recovery of Natural Gas Liquids is strictly limited to only that patt of any Processing Plant or facility where Raw Mbc is recovered, and if 
applicable at that plant, also fractionated to their component parts. 

o. "Produced lo l'aylng Qu.tntltles" mean.~ that tl1e receipts from the sale or other authorized commercial us11 of the substances(s) covered exceed out of 
pocket opcmtion~l expense~ for the six months last past. 

p. "Raw Mix" mcnns a mixture of Natural Gas Liquids (NGLs) th.it has a trnc vapor pressure greater than fifteen (IS) pounds per square inch gauge at 
100 degn..-cs Fahrenheit (°F) prior to scpnrution down to its base components hy fractionation, typically consisting of a mixture of liquefiable 
hydrocarbons, including but not limiicd to, the natural Gns liquids ethane, propane, iso-butane, nonual hutanc, and natural Gasoline that include pcntanes 
plus (iso-pentane, normal pentanc and hydrocarbon comp<mcnts of higher molecular weight). 

q. "Ready for Sale and ll~e" means the following: 

i. For Oil: Oil that is merchantable and marketable and otl1erwise in a condition sucb that the Oil is suitable for transfer of 
ownership and will be accepted by a purchaser under a sales contract typical for the field or area. 

ii. For Non-Processed Giu: A Pipclim:-Qlllllity Natural GaN that is merchantable and marketable and oiherwise in a condition 
suitable for transfer of ownership such that the natural Gas or oilier Gas product will be interchangeable with und accepted by a 
purchaser under an interstate and/or intrastate Gas sales contract typical for the fo:l<l or area for u~e by un iodustri.11, commercial, 
und/or residential user. 

iii. lior Residue Gas: A Pipeline-Quality Natural Gas at the tailgate of the only or last stngo of Gas processing to remove Natural 
Gas Liquids that is merchnntable and marketable and otherwise in a condition suitable for transfer of ownership such that the 
natural Gas or other Gas product will he interchnogeablc with and ncccpted by a purchaser under an interstate and/or intrastate 
Oas sales contract typical for the field or nrcn for use by an industrial, commercial, and/or residential user. 

iv. For Nuturnl Ga~ Liquids: (A) merchantnhle and mnrketnhle Raw Miit at the point sold as such to a third party at 1.mns' length, 
or (B) merchantable nod marketahlc Natural Gas Liquids at the tailgate of a Processing Plant after fmctionation th11t are suitable 

10 

r •,,.... 
i .. .I c~a 
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for transfer of ownership that will be interchangeable with and accepted by a purchLtser for sale or use by 110 induatriill umVor 
commercial user. 

v. For Other Products: Products that are in a condition that will be accepted by a purchaser under II sales contract typical 
for the field or area for use by an industrial or commercial user. 

r. "Residue Gas" means (i) the material thnt remnins after a sepnmtion, treatment, ur Oas conditioning process, und (ii) that Gas remaining after the 
recovery of Natural Gas Liquids to produce a Pipeline-Quality Natural Gns. If the Gus i~ processed to remove liquefiable hydrocarbons in a series of 
Processing Plunts, then the Rcsidu~ Gas is that Oas rem.ait1ing after the recovery of Natural Ga.~ Liquids to produce a Pipdinc-Q11ality Natural Gas at 
the Inst Proi.:~ssing Pinnt in the ~erics. 

s. "Stock Tank Barrel" means the volume of liquid hydrocnrbo1is that is equivalent to tho volume of forty-two (42) U.S. gallons at am10spherio pressure 
and 60 °F. 

t. "Stock 'funk Conditions" means a stock tank mcetiug all applicable API specifications and requirements at atmospheric pressure and 60" f . 

31. DISCLOSURE CLAUSE. All provisions pertainillg to the lease of the Leased Premises have been indude<l in this instrument, including the statement of tbe true 
consideration to be paid for the execution of this lease and the rights and duties of the parties. Any collateral ugrecment~ concerning the dcvelopmt:nt of Oil and Gas from 
the Leased Premises which are 11ot contained in ti.tis lease are invulid. • • ••••••• • 32. FIDUCIARY DUTY. The owner of thtl soil owes tho State a fiduciary duty ttnd must fully disclose any facts atfocting the State's interest in the Lensed Prcn»ses. • 
When the interests of the owner of the soil conflict with those of the State, tbc owner of the soil is obligated to put the State's interests before his personal interests.:••••• 

. . . 
JJ. INDEMNITY. Lessee hereby releases and discharges the Stntf:l of Texas and the owner of the soil, their officers, employees, partners, agents, contractors, · 

subcontractors, gi,ests, ilwitees, nnd Uieir respective succ~ssors 11nd assigns, of and from all nnd any actions and cause~ of action of eveiy narure, or other harm, including 
environmental harm, for which recovery of d11magcs is so11ght, 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 arise: .... :. 
or be occasioned by Lessee's breach of uny of the tenns or provisions of this lease, or by any other negligent or strictly liable act m omission of Lessee. Further, l~seo 
hereby agrees to be liable for, exonerate, indemnify, defend and hold hnm1!ess the State of Te,rns and the owner of the soil, thdr officers, employees 1md agents, theft­
successors or assigns, against any and all claims, liabilities, losses, damages, actions, personal injury (including death), costs ar.d expenses, or other hann for t,Jll;h• • 
recovery of damages is sought, under any theory including tort, contract, or strict liability, including attorneys' fct:s and otmir legal expenses, including those relifted 1')• 
environmental hazards, on the Leased Premises or in any way related to Lesllt!c's failure to comply with any and all environmental laws; U1ose arising from or it1 at~'lye • 
related to Lessee's operations or any other of Lesset's ;ictivitieg on the Leased Premises; those arising from Lessee's use of the surfuce of the Leased Premises; nncfthofe" 
that may arise out of or be occasioned by Lessee's breach of any of the terms or provisions of this lease or any other net or omi6sion of Lessee, it8 directors, officer!!, 
employees, partne!'ll, agents; contrnctors, subcontractors, guests, invitees, and their respective sucees.~ors 110d assigns. Each nssignee of this !case, or un interest therein, 
agtcCll to be linble for, exonerate, indemnify, defend oml hold hurmks~ the Stntc ofTc11as and the nwner nf the soil, their ot11cers, empk1yces, uml ugents In tho snmc 
manner provided above in connection with tho activities of Lessee, its officers, employees, and agent8 as described above. EXCEPT AS OTHERWISE EXPRF.SSLY 
LIMITED HEREIN, ALL OF nm INDl!:MNITY OllLIGATlONS AND\OR LlADILITIES ASSUMED UNJlER Tllli: TF.RMS OF TIIIS AGR~:~:MENT 

· SHALL BE WITHOUI' UMITS AND WITHOlIT REGARD TO TUE CAUSE OR CAUSES THEREOF (EXCUIDING PRE-EXISTING CONDITIONS), . · ' 
STRICr UABILITY, OR TUE NEGLIGENCE OF ANY PARTY OR PARTIES (INCJ.UDING nm Nl>;GUGF:NCE OF TIIE INDEMNIFIED PARTY), 
WHI<:'HIER SUCH NEGLIGENCE BE SOLE, JOINT, CONCURRENT, i\.CTM:, OR PASSIVE. 

34. ENVIRONMENTAL IIAZARDS. Lessee shall use the highest degree of care and all reasonnble safeguards to prevent contamination or pollution of any 
environmental medium, including soil, ~urface waters, groundwater, sediments, and surface or subsurface strata, ambient air or any other environmental medium in, on, 
or under, the Least:d Premises, by uny waste, pollutant, or cootaminaut. Lessee shall not bring or permit to remain on tbe Lt:ubed Premises nny asbestos containing 
materials, explosive:i, to.tic materials, or substances regulated as hazardous wasteg, hazardous materials, hazardous substances (as the term "Hazardous Sl1bsta11ce" is 
defined in the Comprehensive Em,ironmental Response, Compensation and Liability Act (CERCLA), 42 U.S.C. Sections 9601, et seq.), or toxic substances under any 
federal, state, or local law or regulation ("Hazardous Materials"), except ordinary products commonly used in connection with Oil and ·cas e/Cploration and development 
operations and stored in the usual manner and quantities. LESSEE'S VIOLATION OF THE FOREGOING PROHIDITION SHALL CONSTITUTE A MA'l'EllJAL 
BREACH AND UEFAUI,T HEREUNUER AND LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND D.l';FEND nrn STATE 01<' TEXAS AND THE 
OWNER OF TUE SOIL l<'ROM AND AllAINST ANY CLAIMS, DAMAGES, JUllGMENTS, PENALTIES, LIAIHLITIES, AND COSTS (INCLUDING 
REASONABLE ATTORNF:YS' FEES AND COURT COSTS) CAUSED DY OR ARISING OlIT OF (l) A VIOLATION m• TUE FOREGOING 
rROHIBl'fION OR ('.2) TUE PRESENCE, RELEASE, OR DISPOSAL OF ANY HA7.ARDOUS MATF.Rli\.l..S ON, Ul\'DF~R, OR ABOUT THE LEASED 
PREMTSl•'.S DURING U:SSEE'S OCCUPANCY OR CONTROL OF THE LEASl.m l'RF.MTSll:S. LESSF.E SHALL CLEAN ur, REMOVE, REMEDY AND 
REl'Al.R AN\' son. OR GROUND WATER CONTAMINATION ANO DAMAGE CAUSJm llY TIIIC PRESENCE OR RELEASE OF ANY HAZARllOUS 
MATERIAU, IN, ON, UNDER. OR ABOUT .THE LEAS~;)) PREMlSES DURING u :ss~:E'S OCCUPANCY OF THE LEASED PREMISES IN 
CONFOR.l\1ANCE WITH THE REQUIREMENTS OF APPUCAilLE LAW. THIS INDEMNIFICATION AND ASSUMPTION SllAU, Al'PJ.\', BUT IS 
NOT LIMITED TO, LIABlLITY FOR RESPONSE ACTIONS UNDERTAKEN l'URSUM'T TO CERCLA OR ANY OTHER ENVIRONMENT AL LAW OR 
REGULATION. LESSl!.:E SHALL IMMIWIATELY GIVE THE STATE OF TEXAS AND THE OWNER 01'' TH.Ii: SOIL w1urn.:N NOTICE OJ<' ANY 
BREACH OR SUSPECTED BR.EACH OF TIIIS PARAGRAPH, UPON LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON 
RECEIVING A NOTICE li'ROM ANY GOVERNMENTAL AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT TllE 
U.:A.Slm PREMISES. THE OBLIGATIONS OF Lf.5SEI!: HERJWNDER SHALL SURVIVE THE EXl'IRA1'ION OR EAHLIER TERMINATION, FOR ANY 
REASON, OF THIS LEASE. 

35. EXECUTION: This lease must be signed and acknowledged by the Lessee before it is filed of record in the county records an<l in the GLO. 

36. LEASE FILING: Pursuant to Chapter 9 of the Te,c. Bus. & Com. Code, this lc,,sc must be filed ofrccmd in the ot)kc ofth~ County Clerk in any couul~ in which 
all or any pan of the Leased Premises is locnted, and certified copies thereof must be filed in the GLO. 111is lease is 1\0tcffcctive until a certified copy of this lease (that i~ 
maoo and certified by the Comity Clerk from his records) is filed in the GLO in :iccordancc with Texas Natiir.11 Resources Code Sec. 52.183. Additio11111ly, this tense shall 
not be binding upon the Stnte 11nlcss it recites the nctuol and true consideration paid or promised for execution of this tense. The bonus due the GLO nnd the prescribed 
filing fee shall uccompnny the certiticd copies sent to the GLO. 

E.--<hibit A - Addendum is attached hereto and 

11 incorporated by reference. 

! ,_., 1 .. 

J \...,J.-...AA .. 
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LESSEE: 

APACHE CORPORATION 

DATE:_/""""/)_• /_3_•_2,._02,_2-. ___ _ 

• • •••••• • 
• • •••••• • 

• 

• • •••••• • 
• 

••• • • • • •• 
•• • • • • • •• 

(CORPORATION ACKNOWLEDGEMENT) . 

ST ATE OF TEXAS 

COUN'IY OF HARRIS 

BEFORE ME, the undersigned authority, on this day pmonally appeared Justin R. Matthews known to me to be the person whose name Is 
subscribed lo the foregoing instruments as Attorney-In-Fact of Apache Corpmatlon and aclmowJedged to inc that he executed the same for the purposes and 
consideration therein ex.pressed, !n the capacity ~lated, and as the act and deed o! said corpc1ration. 

Given wider my hand and seal of offlce thls the /8-±fJ day of Oe,.k£c,,,...-- , 2022. 

~-,sv ~~ NAOMI BROWN 
~ Notary ID# 1080510-4 
~ My Commission Expires 
.,~ oF ,~ . March 21, 2025 

12 
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State of Texas 

STATEOF'fEXAS 

COUNTY OF 1\(o\J \<':, 

- BEFORE ME. the undersigned authority, on this day personally appeared WILLIAM M. KERR, JR., lndivtdual!y, nnd o.s Agent for the 
St.,te ofTcxt1s, known to me to ht: the person whose name L, subscrlbed to the foregoing Instrument, and acknowledged to me th.1t he executed the 
same for the purposes and consldcratl,)n thcrdn expressed. 

Given under my hand and seal of office thi~ __ \ .... 4__.._ day of S ~ W\~. 2022. 

,,,~~~'ti,,, CHEYENNE WOODLEY 
-:, :\ .~••· d', ~ gfj':..A.:\t:1 Notary Public, State of Texas 

;,"{•,.'P{,/.f~ Comm. Expires 10-23-2023 
',,~1~:;i,," Notary ID 132223413 Notary 'Pub.he in and for the State of Texas 

13 
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EXHIBIT A-Addendum 
To Oil and Gas Lease dated July 18, 2022, hy and hctwccn The State of Texas, 

acting by and through its Agent, William M. Kerr, Jr., 
and Apache Corporation 

The terms and provisions set forth in this Addendum are incorporated into and made a part of the Oil and 
Gas Lease referenced above. To the extent any term or provision contained in this Addendum is in conflict with 
or contradicts any term or provision contained in the main body of the lease, the terms and provisions of this 
Addendum shall control. The terms and provisions contained in this A<ldenclum are intended to, and do hereby, 
amend and modify the terms and provisions contained in the main body of the lease. Unless otherwise expressly 
stated, all section references in this addendum are to the sections in the main body of the lease. 

1. PAID UP OIL AND GAS LEASE: This is a three-year, fully paid-up lease; and the delay rental 
payments for years two and three of this lease have been prepaid with the bonus consideration. No annual rentals 
are due. Consistent therewith, Section 3 and Section 9(a) are deleted and reserved. 

2. COORDINATION OF JJUGH CLAUSES WITH CONTINUOUS DEVELOPMENT 
CLAUSE: In the first sentence of Section 7(a) the following phrase is stricken: "two (2) years aner the expiration 
date of the primary term". This stricken phrase is replaced with the following phrase: "at the end of the primary 
term or the period of Continuous Development described in Addendum Section 3, whichever is later,". : ••• : • 

• 
• • 

In the first sentence of Section 7(b) the following phrase is added immediately after "expiration dat!tor 
the primary tem1" and immediately before "this lease shall further tenninate": • 

"or the period of Continuous Development described in Addendum Section 3, whichever is later,".: ••• : • 
• 

• 
3. CONTINUOUS DEVELOPMENT: Notwithstanding subsections 7(a) and 7(b), if this leaie w; 

• • • held at the end of the primary tenn pursuant to its terms, it shall continue to be held in its entirety (subject to th~ 
further conditions of this Addendum section 3) for so long as Lessee continuously develops the leased prein~ 
by drilling and completing no fewer than two wells per year on the leased premises (or lands pooled therewith) 
during every year after the end of the primary term. For the first year after the end of the primary term, any well 
commenced prior to the end of the primary term does not count as a well for purposes of this section. Only wells 
spud and completed during an anniversary year period will count toward the minimum drilling requirements for • . 
that year. If Lessee fails to drill and complete at least two wells duriug any anniversary year after the en.d of the .. 
primary tenn, then this lease shall automatically tcnninate at the encl of that year as to the acreage amounts and · 
depths as provided in section 7(a) and 7(b), and Lessee shall execute a release as provided in section 7(c). 
Notwithstanding anything contained herein to the contrary, during the period of continuous development the lease 
must be maintained by production in paying quantities or as otherwise may be provided in the lease or it shall 
automatically tenninate. 

' ' r < 
I 

l ) 
• -< u 
~ ' 
. ' 

. . 

4. This section is deleted and reserved. 

5. Royalty Percentage. 

~ 

""· 

(A) The royalty percentage for Oil under Section 4(a) shall be twenty five percent (25%). Oil 
includes all liquid hydrocarbons, including condensate and field drip, that are extracted by 
separation equipment located at the central tank battery servicing the Lease or a pooled 
unit in which the Lease is included. 

(B) The royalty percentage for carbon black, carbon dioxide, sulphur or any other products 
(including water) produced (excepting Oil, Gas, or NGLs) under Section 4(e) shall be 
twenty five percent (25%). 

(C) 

(D) 

T11e royalty percentage for Non-Processed Gas under Section 4(b) and Processed Gas under 
Section 4( c) for any given month X will be detennined in the manner described in this 
Addendum Section 5(C). First, the Average Waha Index Price (A WIP) for month X-1 (the 
month prior to month X) shall be calculated, according to Addendum Section 5(E) below. 
The A WIP for month X-1 shall then be placed into the appropriate row of the schedule in 
Section 5(D) below, which will detem1ine the royalty percentage rate to be used for Non­
Processed Gas under Section 4(6) and Processed Gas under Section 4(c) for the month of 
X. 

Sliding Royalty Schedule 

A \VIP $ / MMBtu 
Below $2.85 

AllllENDUM 
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$2.85 - $3.50 22.5% 

$3.501 - $4.50 25% 

Above $4.50 30% 

(E) Calculation of Average Waha Index Price (A WIP) For Any Month. For any given month, 
the AWIP shall be the simple monthly average (i.e. the sum of the price for each day during 
the month divided by the total days in the month) of the price published in each day's issue 
of Platts' Gas Daily ( as published by S&P Global) for such month under the heading "Final 
Daily Price Survey" for "Southwest" for "Waha" under the column "Midpoint" (each day's 
price being the "GD Waha Index"). If the GD Waha Index is not assigned a value on any 
day ("Non-Posting Day"), the price assigned to the Non-Posting Day shall be the average 
of (i) the last GD Waha Index posted prior to the Non-Posting Day and (ii) the next 
available GD Waha Index posted after the Non-Posting Day. If the GD Waha Index ceases 
to be published, all references to "GD Waha Index" shall be replaced with the Gas Daily 
location, in the aforementioned Gas Daily publication, under the ''Southwest" heading that 
is in closest geo!:,rraphic proximity to Waha with a Midpoint closest to that of the GD W.aha 
Index during the six month period prior to cessation of the GD Waha Index. :•••=• 

• • ••s••• 
6. Pre Payout Royalty on Unlcasecl Interests. The following sentence is added to the end ofSectio(l · · 

"The pre-payout royalty percentage described in this Section 20(a) shall be determined in the same nia~• 
described in Addendum Section 5. " ~ 

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK] 

,.... 
J. • 

AllDENDUM 

••• • • • • •• 
•• • • • • ••• 
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Reeves County 
Dianne O. Florez 
Reeves County Clerk 

•VG,2335-2022-2022007254• 

Instrument Number: 2022007254 

Real Property Recordings 

LEASE 

Recorded On: October 20, 2022 01 :27 PM Number of Pages: 16 

" Examined and Charged as Follows: .. 

Total Recording: $82.00 

............... THIS PAGE IS PART OF THE INSTRUMENT••»•**-
Any provision herein which restricts the Sale, Rental or use or the described REAL PROPERTY 

because of color or race is Invalid and unenforceable under federal law. 

File Information: Record and Return To: 

Document Number: 2022007254 

Receipt Number: 20221020000016 

Recorded Datefrime: October 20, 2022 01:27 PM 

User: 

Station: 

Rebecca G 

CLERK07 

STATE OF TEXAS 
Reeves County 

MITCHEL PETROLEUM /PICK UP 

I hereby certify that this Instrument was filed in the File Number sequence on the date/time 
printed hereon, and was duly recorded In the Official Records of Reeves County, Texas 

Dianne 0 . Florez 
Reeves County Clerk 
Reeves County, TX 
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%lustin, Utexas 

General Land Office 
Relinquishment Act Ltase l•orm 
Revised 9/21 

OrL AND GAS LEASE 

THIS OIL AND GAS LEASE is mooc and entered into to be effective J11ly 18, 2022 

acting by and through its agent, CLAIRE K. FLYNN 

whose address is: 10076 Circle Drive, Au~tin, Tcxa, 78733 

(the "effective dntc"), by nnd between the State of Texas, 

said agent herein rcfcrrc..i to as the owner of the so il (whether one or more) ("m,.,nernf the soil"), and Apache Corporation 

("Lessee"), whose address is: 2000 Po5t Oak lloulcvard, Suite 100, Iluustou, Texas 77056 

G 

• • •••••• • 
• • •••••• • 

• 

• • •••••• • 
• 

•• • • • • ••• 
••• . , . 

1. GRAN'fl..NG CLAUSE; RESERVATION; BONUS. For good and valuable consideration, the receipt and sufliciency of which iue hereby acknowledged, a!l(J tn, • 
covt'llants contained herein, the State of Texas, acting by and through the owner of the soil, hereby demises, grants, leases and letq unto Lessee the 11011-exclusive right to 
explore for, and the exclusive right to produce and rake, Oil and/or Gu~ from the Ulased Premises (defined below) on the tem1s and conditions set out in thi~ lea8e. LeHsee's 
right hereunder to explore for Oil and Gas from the Leas~ Premises is non-exclusive. The Te.,;as General Land Office (the "GLO") exprcs~ly retains and reserves the 
concurrexit right to grant third parties (i) seismic, geophysical and geological pennilS, and to enter into other agreements with third parties, which permits or agreements 
shall ntlow such third parties to comluct geuphysical, geological, or seismic ~urveys on, over, wider, through, and aero~ the land covered herein during the t~rm of this 
lease, and which seismic, geophysical, or geological surveys shall not unreasonably interfere with Lessee's drilling or production activities on the Premises, and (ii) 
ingress and egress nnd use of the Lensed Premises by the: GLO and its lessees and pcrmlttccs to explore for and produce minerals that are not covered, or that might not 
be covered in the future, under the terms of this lease, but that might be: located within the surface boundaries of the Leased Premises. All of the rights in and to the 
Leased Premises rctnincd by the GLO Md all of the rights in and to the Leased Premises grnnted to Lessee herein shnll be CJ(crciscd in such n mflnncr that neither shall 
unduly interfere with the operations of the other. This lease is made and entered into subject 10 any existing rights of way, easements, geophysical or geochemical 
el(plorntion permits. 

The bonus consideration paid for this lease is as follows: 

To the State of Texas : One Thousand, Eight HundrcdScvcnty•Hve Dollars and No/l00s 

Dollars($ 1,875.00 

To the owntr of the soil: One '111ousand, .Eight Hundred Seventy-five lJollars and No/ 100s 

Dollars (S t ,875.00 

Total li.)nus con~idcration: Three Thousand, Seven l-lun,-lrcd Fifty Dollars al\<l No/l00s 

Dollnrs (S 3,750.00 

111e total bonus consideration paid represents a bonus of _______ O_n_e_t_h_o_u_s_a_n_d_fi_v_e_h_u_n_d_r_e_d _______ dollars($ 1,500.00 ) per 
acre, on 2.5 oct acres. 

2. TERM. This lease shall be for a term of three ( J ) years and zero ( O ) months commencing on the effective date (the "primary 
term"), and as long thereatlcr as Oil or Gu~ is produced in paying quantities from the following "Leased Premises" (herein so called), to-wit: 

Part/Section: 40.0 acres of land, more or less, being the Northeast Quarter of the Northwest Quarter (NM of the NW 4) of Section 26, Block 71, Public School Land 
Survey, A-5427, Kee,·es County, Tu.is. 

Block: 7l 

Grantee/ Survey: Public School Land Survey 

Acres: 40.0 

County: Reeve~ 

Abstract: 5427 

1 

True & Correct Copy of a 
, >.'. i..: 1.1rn,:11t on file at 
Rr:;eves Co1 •~ty Texas, 
Dianne 0 . Florez, ounty Clerk 
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J. Bt:LAY R:ENl'1\::LS, ffno netl i.1 co1m1ttrn.1cd ou the lcai1cd tiCJnioc:, vu o, bcfo1c one (1) ycar-fimn lhc effective d~stc, Ibis lcosc shuH tc11uinatcJ cndes.s on o, 
before n1el. ua11i1e1.1tttJ dnte Le!5ee .,hr.II Jm) to the ,, .... m oFthc soil rn to l.i3 c1ulit in tlte Ehmk, 
at or it:i s11ccCJJ01J (11hieh :ilmll eoutiml(l ll3 the dcposi!rnJ .egmdlc.,:i ofehemge., in the 01111e1Jhip 
of .,llid lnnd➔ , tl,e n11101mt :ipeeificd belel", in uddition, Le:i:iec :iln.11 pttJ to the COMM!SSIOtiER Of TIIB GEm:i!Vtl. LAWJ OIHC:£ OF TIIE STATE 01' TE!J(,I,!,, 
Al' ,'iUSTIU, TEJ~,i,s, 11 lil,:e folli 011 or 1,efoze su:el date. Pa1111eat:i tt.,de. tl,iJ purngr.,~,h :ihall 01,e,tt!e a., ll m.ral tmd :ihuH eo,c. the p.i,ilcge of defcnit,g the 
co1nu1ct1ce1 . .ttnt of a well fu1 one (l) yc;11 fio111 strid dzt!c. Pn111.c11ts u11cfc1 ti tis i,m ac121ph 3fmil be itr the tOHowing m11otmls. 

hr b ti:k_c n1211mc1 and upon like pny1 .... ... 11ts•run.uallJ 1 the co11n.tc11cc111c11t oftt well lldij be f..Htitct dcfcncd fo1 succcssioc pcziocls ofouc(l) 1cm each dming Ilic ptim.111 
tct1n. AU paynientsof1eutal to die un11tt of the soil 11ray be u:ade by check of Lessee 01 ,WJ dSSi6,!tee. of this lease, aud m~ry be dcl.1 vt1cd on or bcfbtc the tcntal paying 
tlul0 . If 1he 1!1u1k tl0aiti11Ai00 i11 1liiJ !'6f6!ll'tll'h Esr il:J ~~eeeu9er l!aAltl ukuulEI euuue lu u1ti11, u~1puri tl 1,~:iinea:i, liEtt1iEln!e1 fail ar 1!0 u1100001l0tl 8)' 1111~her bunlt, er for lltl) 
re1t:i e11 f;1il er ,el1,ae 1e 11eeept rrnt61, Le:i.Je~ .1l1t1II rull be l:eltl in defii,i!t r.,, lflilure I~ 111t1ltu :Jt.uioi p!i) mu.iti Hf m'!!ul until ll1ir11 E30) dt1)J 11!\er 1:l.e e .. ner t1f lftu ueil :iht1II 
dcli+cz to lessee ii ptopc11cco1dJbic Inst.c.111c11t nzm1ll16 mrothcz bc,ak as agent to ttcci,c such paJntcnts . • • 

•••••• 
4. ROYALTY: All capitalized tenns used in this l~ase th.it arc not defined in this lease shall have the meanings given them in Title 31, l'art l, Ch.apter 9 of the Ttlxas 

Administrative Code (the "Rules'} Upon produ~tion of Oil, Gas, and/or other products from the Leased Premise:;, Lessee agrees to pay or cause to be paid onll-halt~4.Q,: • 
of the royalty provided for in this 1<1~se to the GLO, for the use anc.1 benefit of the State of Texas, nnd one-hat f ( In) of such roynlty to tho owner of the soil, each tr the 
following royalties as applicable to the substnnccs actually produced from the Leased Premises nnd/or subsequent processing: • 

(,1) OIL: As a royalty on Oil, n monetary royalty of twenty llvc 11crcent ( 25 %) of the value of the Gross Production, unless the Co11unissio11crofthc 
General Land Office of the State of Texas (the "Commissioner") or the owner of the soil, at the option of either, elects to ri:ceivc its royalty in kind pursuJ~t t(l • 
section 4(1). The value of the Gross Production shall be calculated at the point the Oil is Ready for Sale nnd Use and without deduction for expenses, as desl'l'ib;d • • 
in section (4)(k), and determined by the brrcntcst of: (i) the highest post1Xt price, plus premium, if any, pnid or offered for Oil of a like type nnd gravity in tha 
general nren where produced and when nm, (ii) the highest murkct price thcrcofpnid or offered it\ the gcneml nrea where produced and wht.-n nm, or (iij),,the • 
gross proceeds of the sale thereof. : • • • • See Addendum Section 5 for sliding scale royalty on non-processed gas 

••• (b) NON-l'H.OCEssi;;o GAS: As a royalty on any Non-Processed Gas, a monetary royalty of twenty five percent ( l5 •/•) of the value of the ~n,~ • • 
Production, unless the Commissioner or the owner of the soil , at the option of either, elects to receive its royalty in kind pul'l!uant to st-ction 4(1). The vafuti of 
tht: Gross Production shall be calculated (l) at the point at which tht: Non-Processed Ga~ is Ready for Sule and Use and without deduction for expenses, Sij 

dc~cribed in section (4)(k), (ii) on a D1y Gas basis us to both volume und eneri,'Y content (as dei;cribed in the section 30 definitions below), and (iii) based on thti 
higher of: 

(A) the highest mnrket price pui<l or offered for Gas of comparable quality in the general area where prnductl(l and when run; or 

(B) the gross price pnid or offered to the Lessee; provided that th<l ma:dmum pressure hase in measuring the Gas under this lease contmct shall equal 
14.65 pounds per square inch nbsolutc, and the srondard has.: tcmpcran,re ,hall he sixty (60) degrees Fnhrcnhcit, correction to be mndc for pressure nccording to 
Boyle's Law, nnd for specific gravi1y according 1<1 a test made hy chromatographic analysis or the Balance Method. 

Provided, however, that if Non-Processed Gas is sold to n parent, subsidiary or affiliate of Lessee, then the royalty due hereunder shall be bused on the value 
of the Gas 11s either Non-Processed Gm, or Processed Gas, ns the case may be, in the first snle to a third pnrty in an agreement negotiated at am1s' length. 

See Addendum Section 5 for sliding scale royalty on processed gas 
(c) PROCESSEU GAS: As a royalty un any Processed Gas, Le:;see agrees to pay a monetary royalty of twenty nvc percent ( 25 •10) of the value of 

the Residue Gas and ihe NG Ls extracted, UJ1less the Cornmis~ioner or the owner of the soil, at the option of either, elects to receive its royalty in kind pursuant 
to section 4(1). The value of the Gros~ Pro<luction shall be calculated at the point the Residue Gas and/or the NG Ls, respectiv(lly, arc Rt:ady for Sale un<l Use. 
AH royalties due herein shall be on 100¾ of the volume of the Gas produced from the Leased PremiS(.,'S (calculated on u Dry Gus basi8 as to both volume aud 
cm:rb'Y content, a.~ <l<::scril>ed in the 8Cctlon 30 definitions below) as measured or uttributed ut the inlet of the Proct:ssing Plant. The royalty due from Lessee 
hereund~r shall be bawd on the grt:11ter val ue of: 

(!) the surn of the values of (A) 100% of the Res idue Gas MMEltus attributable to the Gas dctcnnill<!d nt the plant recovery efficiency npplicnblc to 
each NGL component, plus (B) the net value of the NGLs after deduction ofall applicable Gas processing fees and/or the value of the NGL~ at the applicable 
liquids percent of proceeds accming io the Processing Pinnt; or 

(2) the sum of the values of(A) 100%ofthe available ResiducGns MMDtus 1utributnble to the Gns, plus (13) the value of the NGLs at the npplicnblc 
minimum liquids PO~/o, cstnbli8hed herein in section 4(d), without deduction or rcdu<:tion it1 ihc value of the NGLs by n percent of proceeds or any other fees 
or adjustment~ of any type, form, or character; or 

(3) the "keep whole" vuluc of the Gas as described In section (4)(1) . 

.For pufj)oscs of calculating the royalty due hereunder, the respective values of the Residue Gas and the NGLs ilhall be based on the greater of: 

(I) the highest market price paid or offered in the general area for (A) any l'ipeliue-Qunlity Residue Gas, and (B) NG Ls, us either Raw Mix or 
merch,mtable and marke!ablc commercia l grades and/or blends of each of the individual components, after fractionution, of comparable quality in the general 
area, or 

(2) the (A) gross price paid or offered to Lcs,cc for such Pipeline-Quality Residue Gas, Md (B) weighted month.ly average gross selling price fo r the 
respective grades of NG Ls, as either R:iw Mill or mcrchnntnblc and marketable commercinl grades and/or blends of t'.ach of the individual componcnrn, after 
fracti,)natton. 
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No fee~ or costs of any kind shall be deducted from the value of Gas that is bypassed around u Gu~ Processing Plant a.ud then blended with Gaij that wa~ processed 
to remove liquefiable hydrocurbons at, or at a point downstream of~ the tailgate of the Processing Plant, a.k.a. "conditioning". The vulue of Oas bypassed around 
a plant in which no liqueliable hydrocarbons or NG Ls ure removed from the Oas shall equal that for Non-ProccsllCd Gas per sec:tion (4 )(b). 

Provi<fod, however, that if NGLs :u·e recovered from Gas processed in a plant in which Lcs5cc (or its parent, subsidiary or affiliate) owns an interest, then the 
l'Ol"'/, applicable to NGLs shall be the greater of (x) the applkablc POP% per section 4(d), or (y) the highest percent accruing to a third party pmcessing Gas 
through such plant under a proccssi11g agreement negotiated at arms' length. 

(d) APPLICABLE MINIMUM LIQUtOS PERCENT OF PROCEEDS: (I) 111e applicable minimum llquids percet1t ofprt)(;ccds ("POP¾") ofthe total 
availublc liquid hydrocarhon content volume for nil NGLs, except cthi1t1e, shall, regardless of the naturnl Gas liquids recovery proces~ or Gas processing 
agreement tcnns nn,ilor conditions, be equal to the following: 

(A) 70¾ for Gas with II heating content or BTU value equal to or greater than 1100 BTU/SCF; 
(B) 60% for Gas with a hc.uting content or BTU value equal to or greater than I 070 BTU/SCF but less than 1100 BTU/SCP; and 
(C) 50% for Gas with a heating couient or BTU value less th,m 1070 DTU/SCF. 

(2) The available liquid hydrocarbon volume, in gallo1Ls, of each NGL component used to cakulute the value of th1: NG[.ll at the applicable POP% 
shall equal the product of(A) the Proce1>Sing Plaot inlet Gas volume, in MSCF, on a Dry O.is ba8is, timl.:l! (D) the gallons per MSCf of each component calci.!ated • 
per the applicable ~taotlards, at 14.65 pound~ per S<[mire inch ubsolute and 60° Fahrenheit, according to a test mnde by chrollllltographic analysis of th(~~•• 
except ethane, where the theoretical gallon~ of ethane available in the Gas shall be reduced by the Processing Plant recovery efficiency of ethane then l>eing • 
specified in processing agreements ne.goriatcd at arm's length between U1e Lessee and the plant for each dedicated Proce8.Sing Plant and each Processingftd • • 
that rnay prnccss the Gas in a series of plants. • 

(3) The avnilubl~ Residue Gos MMBtu amount used in the cnlculntion of the royally value in section 4(c)(2) shall equal the product of (A) the 
Processing Plant inlet Ga,1 MMHtu aniount less the sum total MMfltu of shrinkngc calculated for the availahk liquid hydrocarbon volume in section 4(dX2) for 
each NGL component, times (B) OM (l ,0) minus the lesser of ( l) the rlant fuel MMBtu percentage divided by I 00%, or (2) 0.035. : • • •: • 

• 
(e) OTllli.:R PRODUCTS: As a royalty on curbon black., carbon dioxide, sulphur or any other producls (including water) produced (excepting Oil, Gn.~, or NGL!it 

addressed separately above), Lessee agrees t L) pay a monetary roynlty of twtnty five percent ( 2S •;,) of the value of the Gross Production o,!lllch • 
producL,, unle~s the Commissioner of the General Land Otncc of the State of Texas (the "Commissioner") or the owner of the soil, at the option of either, ll~li • • 
to receive its royalty in kind pursuant to section 4(1). The value of tlte Gross ProdLJction shall be calculated at the point the other products are Ready for SalFJllld • 
Use and without dedLJction for expen6es, as described in st--ction (4)(k), such value to be based on the higher of: : • • • • 

(I) the highc~1 market price of each product, during the same month in which Sltch product iH produced; or 
(2) the avcrnge gross sale price of each product for the same month in which such product1 are produced. 

(f) KEEP WHOLE: Notwithstanding any other provision of this lease to the contrary, Lci!Scc may not pay a royalty hereunder for ProccsNed Gas that is less than 
the royalty that would h,wc hccn due under section 4th) fo r the total energy content of the Processing Plant inlctUns ifit had not been processed. 

(g) NON-SALES DISPOSITIONS: As a royalty on non-sales dispositions of Gns, inch1ding but not limited to vented Gas. tlared Gas, flash Gas nod tense the! 
G:1s, u.-ssee agrees to pny a royalty based 011 the royalty provisions for Non-l'roccsscd Gas dc,cribcd in section 4(b) of this Lease (but withoot requirement of 
merchantability or marketability) i f the Gas produced from the Leased Premises is not processed; otherwise, the roynlty on non-snles dispositions of Gas shall be 
based on the royalty provisia11s for Processed Gas dcscrihcd in section 4(c) for Residue Ga.~. If, for whatever reason, there are no Gns sales dispositions, then 
Lessee ~gr~s to pay royalty on one fom1h (1/4) pnrt of the total energy content of the Gas, in MMBtu dctem1ined on n Dry Gas bnsill, based on the posted market 
price of natural Gas at the nearest applicnble Gns market hub in $/MMntu. 

(h) PLANT FUEL AND RECYCLED GAS: No royalty shall be payable on any Gas as may represent this lease's proponionate shure of any fuel used to process 
Gas produced hereunder h1 any third paity Gas processing pl.mt purnuant to section 4(c); provided, however, that this lca~e'1 proportionate share of any such fuel 
used io process Gas shall be the lesser of(l) the plant fuel l\1MBtu pcrccnlllgc of the total plant inlet MMBtu amount (a~ <letennined by contract or, if none, by 
actual MMDtu amounts), or (2) 3.5%, and royalty shall be payable on any Gas in excess of that lesser amount. Subject to the consent in writing of the GLO, 
Lessee may inject Gas for secomfary or enhanced recovery operationn or for Gas lift purposes into 11ny Oil- or Gas-producing formation in the Leased Premise~ 
after the liquid hydrocaJ'bon., contnined in the Gas have been removed, nnd no royally shull be payable on the Gas so injected until such time as the same may 
thereafter be produced :md so ld or 11$<:d . 

(I) CONSERVATION: Lessee shall use nll rcasonab!c mcnns to prevent the underground or ahovc ground wnstc of Oil or Gas and to avoid the physical waste, 
flaring or venting of Gas produced from the Leased Premises. 

0) DUTY TO MARKKf: Lessee shall exercise due diligence and use all reasonable efforts in mnrketing any and nil production from the Le11scd Premises, nt no 
cost to owner of the soil, to obtain the best price reasonably available for the Oil and Gns, 

(k) NO DEDUCTIONS: Except for fees or deductions that may be permitted pursuant to section 4(c), Lessee shall pay or cause to be paid royalty due under this 
lease without deduction for the cost of producing, gathering, storing, 8~parating, treating, dehydrating, conditioning, compressing, processing, transporting and 
otherwise making the Oil, Non-Processed Ga:;, Proc:esscd Gas, and other products hereunder Ready for Sale and Use, whether home by Lessee or by third­
patty purchasers and whether stated as a deduction from the price or an adjustment to the price based on location or condition. If any contract by which Lessee 
or an Affiliate of Lessee !ells Oil or Oas produced h~retm<ler makes deductions or adjustments to the price to account for oosts or producing, gathering, storing, 
separating, treatu1g, dehydrating, conditioning, compressing, processing, or transporting of Oil or Gas produced from the Leased Premises, th~n such 
deduc:tions shall be added back to the price received for purposes of computing the Gro8s Produc:tion upon which royultic8 t1rc to be paid. The owner of the 
soil, the GLO, and Lessee agree that tlie foregoing provision i8 to be given full c!Tect and is not to be constrne<l U8 "surph1s,1gu" under Heritage Re'imir<.:es, 
Inc. v. Natlonsbank, 939 S.W.:.Zd 118 (Tex. 1996). 

(I) ROYALTY JN KlND: Lessee shall pay n1rmetary royalties based on the value of the Gross Production from the Leased Premises, unless the GLO or the owner 
of the soil, at the option of eitl1cr, elects to receive its royalty in kind. Lessee shnll pay Oil or Gas royalty, or hoth, in kind without deduction for expenses, as 
de!.erihcd in section (4)(k), necessary to make the Oil, Gas and any other products Rc 1Kly for Sale 1md Use. TI1c owner of the soil or the GLO may change its 
election to take roynlty in kind or monetary form al l!ny time or from time to time by giving Lessee notice of such election not less than sixty (60) days in advance. 
If the owner of the soil or the GLO elect~ to take its royalty production in kind, it may elect to have the royalty production of the Oil, Gas, nnd any other products 
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that are in a Ready for Sale an<l Use c-ondition delivered in kind at the location Lessee Hell~ its production, or at another loCl!tion mutunUy acceptable tu owner of 
the soil or the GLO and Lessee. Lc.'Ssce shall bear nil costs to the point of delivery. If the OLO or the owner of the soil elects to take its royalty in kind, the 
parties agree to execute either the Stutu's form of Gas l:la!anclng Agreement or any otheragreemcnt that is acceptable to ownerof the soil or the GLO and Le~sce. 

(m} SEPARATION: Lessee a(,'TCC8 that before any hydrocarbons in liquid form and any Oas produced from the Lensed l'rcmi8cs is tiOld, transferred, surface 
commingled with the production from any other lease tract and/or pnoled unit, or is used or pruces.st'<I in II plant, it will be run free of cost to owner ol' the soil 
and the GLO through n gmvity-bnsc<l Oil nnd Gas sepnmtorof conventional type nnd of ru:lcquutc size and efficiency such that :ill 1.iquid hydrocarbons rccovcmble 
from the Oas by such mc.-ans shall be recovered, Upon written consent or the GLO, Lessee mny npply other fom1s of scpamtiori equipmerit that aro nt least as 
efficient as a gravity-based scparntor upon such tem1S and conditions as prescribed by the GLO. Upon written consent of the GLO, the requirement that such 
Ga.~ nnd liquid hydrocnrbnns be nltl through II scpurator or other equipment in.~y be waived upon such terms ancl conditions ns pr=rihed by the GL-0, Lessee 
must request and obtain a wniver in writing from the GLO hcfi.1rc the installation and/or use of any full well stream/wet Gns,'multipha.~c flow meters that measure 
uny production (m or fmm the Leased Premises. 

(n) COMMINGLING: Lessee must obtain prior written pcm1ission from the GLO per 31 TAC §9.'.l5(a)(3) before surface commingling Oil nod/or Gas production 
from a state h:as1: or pooled unit wllh the production from any other private or state Jea.sc und/or unit into (i) a conunon manifo ld and/or separator, (ii) common 
storage, (iii) a common gathering system or pipeline, or (iv) to utilize an oIT-leasc Gas 6Upply to inject Gas for lift purposes into any Oil- or Gils-producing 
fonnatiou in tho: Leased Premises. The~e requirement~ are in addition to, and apart from, the requirements of any other srntc and/or federnl agency. 

• • 
(o) METERING: Lessee agrees that any hydrocarbons in liquid form und llllY Gas produced from the Leased Premises sbaU be measured separately befoVtfi! • • 

liquid hydrocarbons and/or Gas leave the Lensed Premises. Lessee a~s to cornply with all applicable American Ga~ Association (AGA) Standards, as ~II as • 
the Americru:i Petroleum Institute (AP!) Manual of Petroleum Measurement Standard~ (MPMS) for any measurement device or tank that coven1 the 6lantJt&~ • • 
pmcticcs, guidelines, rccomtucndntion~ and pro.:cdures which include, but arc not limited to, the design, instaiiution, calibration, testing nnd h:mdling of samples 
and opcrution of a metering sy~tcm used for the measurement of hydrocarbons in liquid fom1 or Gas at any meter locat!tin on the tensed Premises, at a point ol' 
kasc custody transfer, for the pll!'JlOSe oflease allocation in the event of surface commingling, or for the reporting o.nd allocation of lease fuel, flared Gas volumes, 
vented volumes or any other lease use. 

• • •••••• 
(p) ROYAL TY ON CONTJtACT S~'lTLEMENTS: lessee shnU pay to the ow11cr of the soil and the GLO royalty at the applicable royalty rate on any motfctmy 

settlement received by Lessee fr()m nny brcuch ofcontm.::t hy Les,ee's purchaser relating t,1 the mmketing, pricing or toking of Oil or Gas production from th, 
Leased Premi~s. • • • • • • • •• 

5. PAYMENTS, SUllMISSlONS AND NOTICES TO LESSOR: ••• • • • 
(a) 

• •• 
MONETARY ROYALTY J'AYMENTS: All royalty owed to the GLO hereunderand not paid in kind at the election of the GLO shall be paid to the OLO 
at Austin, Tcxa~, in the following manner: payment of royalty on prodltction of Oil nnd Gas shall be as provided in the Rules. The Rules currently provide that 
royalty on Oil is due an<l must be received in the GLO ou or before the fifth (5 th

) day of the second (2°") month succeeding the month of production or such 
later date as may be prescribed in th~ Rules. Royalty on Ga~ i~ due and must be received in the GLO on or before the fifteenth (15'~) day of the s~cond (2nd) 

month succeeding the month of production (Ir such lat~r date as may be prescribed in the Rules. All royalty payments must be accompanied by the affidavit 
of 1he owner, manager or other authorized agent, completed in the form and manner prescribed by the GLO ond showing the gross amount nnd disposition of 
all Oil nnd Gas produced and the mnrket value of the Oil nnd Gns. Lessee must maintain, oud mnkc available to the GLO upon request, copies of all documents, 
records or report., confimtlng the Gross Production, disposition and ni.nrlet value including Gas meter readings, pipeline receipts, Gn., line receipts and other 
checks or memorand1i of the amount produced and put into pipe I ines, tanks, or pools and Gas lines or Gns storage, and uny other n .. -ports or records which the 
GLO mny require to verify the Gross l'rnductkm, disposition nnd 01nrket value. In all cases the authority of a manager or ngcnt 10 net for the Lessee herein 
musi be filed in the GLO. Each roynlty puyment shall be nccompankcl by a check stub, schedule, summary or other remittance advice showing, by the :,ssigned 
GLO lcn.~e number, ihc amount of royalty being paid on each 1:.iasc. 

(b) MANNl!!R AND 'Il.M.ELlNESS OF PAYMENTS: A monetary royalty payment thai is not submitted electronically shall be considered timely paid if 
deliver~d to the GLO on or before thu applicable due date or if deposited in a postpaid, properly addressed wrapper with a post oflice or official depository 
under the care and custody of, and postmarked by, the United States Postal Service at least one (I) day before the applicable due date. A puyrnent that is 
submitted dectronically shall be considered timely paid if such payment is successfully transmitted to the proper account with the Comptroller of the State of 
Te~us on or before the due date. 

(c) l' f:NAL'J'U'.S ANO INTIUtF.ST: Lessee shall pay penalties and interest due on late royalty payment1 and other sums due, and for failure to provide 
documents, (whether physical documents or infom1ation in electronic form), as pnwided by law or the Rules. The right to collect penalties nnd interest is in 
addition to, and shall not in any wny limit or restrict, the rights of the GLO to pursue other remedies at law or in equity, including without limitntion forfeiture 
of this lease. If Lessee pnys royalty on or before thirty (30) days after the royalty payment was due, then Lessee owes a pcnnlty of five percent (5%) on the 
royalty or twenty-five dollnr;i ($25.00), whichever is greater. A royalty p~yment which is over thirty (30) days late shall nccrnc a penalty of ten percent (JO¾) 
of the royalty due or twenty-five dollars ($25.00), whichever h greater. In addition Inn penalty, royalties shnll accrue interest when the royalty ls sixty (60) 
dnys overdue, Affidnvits and supporting documents which nrc n,)t filed when clue shnll incur a penalty in nn amount set by the Rules thnt were in effect on the 
date when the affidavits or supporting cl(lcumcnt~ were due, The Lessee ~hall bear all responsibility for pnying or cuusing royalties to be paid as prc::scrihccl by 
Ille <lue date provided herein. Payment of the delinquency penalty shall in no way operate to prohibit the State•~ right of forfeiture as provided by law nor act 
to postpone the date on whi~h royalties were originally dL1e. The above penalty provisions shall not apply in cases of title dispute a~ to the State's portion of 
the royalty or to that portion of the royalty in dispute as to fair market value. 

(d) PAYMENTS, NOTICES, AND CORRESPONDENCE TO LESSOR: Lessee shall assure that nil royalty payments, shut-in royalty pityments, delay rmtal8, 
and all other payment~ due under thi~ lca~e, as well a., docume111~, reports, notices, and other information, unless expre8sly provided herein that 8Uch paym~'Tlt 
or infonnution be directed to another office, are directed to the following address: 

If to the owner of the soil, to the adclr. .. -ss first listed above. 

If to ihe GLO: 

Texas General Lmd Office 
P.O. Box 12873 
Austin, Texas 78711-2873 
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or 

Te1tas General Land Office 
1700 N. Congress Avenue 
Austin, Texas 78701 

or such otl1er address as may then be specified in the Ruks. Any payments submitted electronically shall he delivered by electronic funds transfer to the prnpcr 
account with the Comptroller. 

(e) NOTlCES AND CORRESPONDENCE TO LESSEE: Notices and correspondence to Lessee shall he sent to the address shown above or such other address 
1\S Lessee shall provide in writing to the owner of the soil and the GLO. Any such notice of change or address must spccificnlly reference this Lease. 

6. RECORDS: 

(a) RESERVES, CONTRACTS AND OTHER Rf:COROS: Upon written request by the GLO, Lessee 6hall annually !i1mish the GLO with its be1;1 possible 
estimate of Oil and Gas reserves underlying this lease or allocabl~ to this kase :ind shall 1\Jrnish the GLO with copies of all ~ontracts under which Gas is sold or 
processed and all subsequent agreements and amendments to such contracts within thirty (30) days after entering into or making such contracts, agreements or 
.imendrnents. Such cont-rocts and agreements when received by the GLO shall be held in confidence by the GUJ unless otherwise authorized by Less~ .. ~=• 
other contracts and records pertaining to the production, transportation, sale and marketing of the Oil and Gas product:<l from tht:sll Lcast:<l Premii;cs, incruding 
the books and accounts, receipts and discharges of all wells, tanks, pools, meters, and pipelines shnll at all times be Hubject to audit, inspection, and exum~11~ • 
by the GLO, the Attorney General, the Governor, or the rcpresenmtive of any of them. • 

• 
(b) PERMITS, DRILLING RECORDS AND REQUIRED FILINGS: Written notice of nil operations on this tense shall be submitted to the GLO by Lessee or 

opcrntor five (5) days before spud date, workover, re-entry, temporary ah.,ndonmcnt or plug and nhnndonment of any well or wells. Such written notice to the 
GLO shall include copies of Railrond Commission fonns for application to drlll. Copies or well tests, completion reports nn<l plugging reports shall be StJilplicd. 
to the GLO nt the time they are filed with the Texas Railroad Commission. All applications, pcm1its, reports or other filings that reference this lease Qrttii,• • 
specific well on the Leased Premises and that arc suhmiitcd to the Texas Railroad Commission or any other govemmentnl agency must hnve the word "Stntr,;• 
ns the first word in the tide:. Aclditionally, in accordance with Railroad Commission rules, uny signage on the Lensed Premises ror the purpose of idenu~ing. 
wells, tank batteries or other associated improvements to the land must also include the word "State." Division orders must be submitted to the GLO ..,,ttiin • 
thuty (30) days of first production. GLO shall not be required to sign any division orders. Lessee shall supply the GLO with any records, memoranda, accountt• 
reports, cuttings and cores, or other infonnation relative to the operatioo of the above-described Leased Premises, which may be requested by the GLO, in a~tion• • 
to those herein expressly provided for. Lesace shall have a basic electrical log a8 defined by the Railnmd Commi~sion m,Kle on the bore-hole Hection, fr~m tlll;• 
hase of the surface casing to the total depth ot" well, of all wcllH drilled on the above described Leased Premises or such other log or logs as a rea!IOnablc and 
prn<lent operator would run and shall transmit a complete suite of such logs on each well to the GLO within fifteen (15) <lays after the making of said logs. 

(c) PENALTIES: Lessee shall incur a penalty whenever rep-0118, document~ or other materiaht are not filed in the GLO when due. Toe pcnaliy for late filing shall 
be set by the ULO administrative nile which is effective on the date when the materials were due to the GLO. 

7. RETAINED ACREAGE: Notwithstn:nding any provision of this lease to the contrary, atlcr a well producing or capable of producing Oil or Gas has been completed 
on the Leased Premises, Lessee shall c;,r.ercise the diligence of a rcasonahly prudent operator in drilling such addttional well or weJLq a~ may be reasonnhly necessary for the 
proper development of the Lensed Premises and in marketing the production thm:on. 

See Addendum Section 2 for replacement language 
(a) VERTICAL: In lhc event this lcusc is in force and effect in whole or in pnrt, !wot~) :,oe~l"J ~Am l~e e1t1,im1i,)11 di.la efih~ 11Fimni:,• laR" it shnll then tem1inate 

as to nll of the lensed Premise$, EXCEP'l' as t., the following acreage amounts for wells drilled under this lease capable ofprnducing in paying quantities (including a shut• 
in Oil or Oas well as provided in 9ec1ion 11 hereof), or a well that has been spud and npon which Lei!:!ee is then engaged in continuous drilling or reworking operation~: (I) 
the lesser of 40 acres or the amount of acreage assigned to an Oil well for proration purposes under special field mies; (2) the lesser of 80 acres or the amount of acreage 
assigned to a Clas well for proration purposes under special field rules; (3) for horizontal droinbole wells the amount of acreage retained shall be the greater of 40 itcres or 
the amount of acreage determined by the following fonnula: 0.032 x L- A, where L - the length (in foet) of the horiz.ontal latcr,t! component of the well from the first 
takepoint to the last takcpoint and A= the area retained (in acres) provided that, if A iJ not divisible by the number 20, A will be roumk.'<l up _to the next number divi~ible by 
20, i.e. (0 .032 x 4500 feet"' 144 a,rns, which round~ up to 160 acres); {4) if more acreage is required than is provided for in (I), (2) or (3) above in order to obtain the 
maximum allowable under special fie ld rules for the pcrrnit1cd or producing interval or intervals, upon written approval from the GLO, such number of acres that are 
required to obtain 1he maidmum allowable as required by the special field rules as approved by the Railroad Co1IUnission of Tex11~. or any successor agency, or other 
governmental authority having jurisdictitm; or (S) the number of acres held in n pooled unit pursunnt to Natllml Resources Code Sections 52.151-52.154. After tcrminntion 
pursuant to t11is suhsectiou, each tract retained shall be considered 11 separate lease 1md must be maintained independently. Lessee sh;1ll retain the right of ingress and egress 
on and acmss the terminated portion or the Leased Premises as may be reasonably nc:cessary for the continued <ipcration of the portions of the lease remaining in force and 
cffecL Further, Lessee shall retain r.n easement for its pipelines, tnnk bntterics or other surfuce equipment or installations on the terminated acreage for so long as they 
continue to he used for the development and operations on the retained ncreage. 

See Addendum Section 2 for Insertion text. 
(b) HORIZONTAL: Two (2) years after the exptrntmn ctntc ot Ille prunnry tem1 tnts lease stiall n1rtner tem11t1ate as to those depths stipulated ns follows for ench 

tract retained in section 7 (a) ahove: fnr vertical wells, l00 feet tme vertical depth below the deepest then producing perfomtions; for horizontal wells, 300 feet true vertical 
depth below the deepest depth reached by the horizontal lateral ootween the lin;t takepoint and the last takepoint, ,ind ror acreage retained that is pooled or unitized, atl 
depths above and below the pooled or unitized interval. If a well has been spud and is being drilled over thi~ termination date, the acreage n:tained by said well under section 
7 (a) shall be held as to all depths tor :,o long as such operations continue diligently in a workmanlike mllnner without interruptions totaling more than sixty (60) days in the 
aggregate (or ij\lch longer period ofi'ltcrruptions as may be approved by the Conunissioner or hi9 authorized designee) until completion ofa well capable ofproduciug in 
paying quantities or as a dry hole. Upon completion ofa well as described in the preceding sentence ( with "completion" defined as the earliest of (I) fourteen days after the 
release of a drilling rig capable of drilling to the target fonnation, (2) forty-eight hours aller the relell!!e of a finbhing rig, or (3) upon filing of a completion report at the 
Texas Railroad Commission), or if no such well capable of producing in paying quantities is completed within t11e stated period, the acreage retained shall then tenninate a~ 
to those depths as p!(1vidcd .in this section. 

(c) IDENTU'ICATION A.Nil FILING: The surface ncrenge retained hereunder as to each well shal~ as nearly as practical, he in the fonn ofn square for vcrticul 
wells or a rectangle for hori,:ontal wells, with the wcU located in the ccntc( thereof, or such other shape as may be approved by the GLO. Within thirty (30) days Mier partial 
termination of this lease ns provided herein, lessee must execute and record a release or releases containing a satisfactory lcgnl description or the acreage and/or depths not 
retained hereunder. The recorded release, or a ccnified copy of same, shnll be filed in the GLO, ,vithin thirty (30) days of recording accompanied by tho filing fee prescribed 
by the GLO rnlcs in cffoct on the dnte the rclea.~c is filed. (f Lessee fails or refuses to execute and record such release or releases then the GLO, in its sole discretion, may 
<ksignato, by written instrument, the acreage and/or depths that have tenninnted hereunder, and record such instrument nt Lessee's expense in the county or countlcs where 
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True & CO'T~C' Copy of a 
c ~ :- , u .:'!t on .1..ile at 
I c~ves Co,•· ty Texas, 
Di ~nc: 0. :~ .. t.>r .z, County Clerk 
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the lease is located and in the official records of the GLO, und such de~ignation shal.1 be binding upon Lessee for all purpo~-cs. If ut MY lime after tbc e!Tective date oflhe 
partial tenn.ination provisiorui hereo( the uppfic;1ble fidd rules are changed or the well or wells located thereon aro rcda~silicd so that less acreage is thereafter ullocatcd to 
said well or wells for produdion purposes, this lease shall thereupon terminate as to all a~Tcage not thereafter allocated to said well or wells for production purposes, and 
Lessee shall file a release or releases in the same manner ns provided above. 

(d) FIHJ> RUU:S ANO EXCEPTIONS: If Lessee seeks to amen,! existing lield mks to cstabliHh field mies applicable to the Lea~ed l'remis~~. and if Lessee 
requests II hearing for the amendment or csti,blishmcot of field mies, or if Lessee requests the con~oliclntion of existing field rules or an exemption from field mies or 
statewide niles, or if Lessee seeks to adopt field n1lcs different from those in use in the immediate arcn, Lessee shall notify owner of the soil and the GLO of such request 
prior to any Rnilroad Commission hcndng nnd provide all exhibits to the owner of the soil and the GLO relative to such hearing. Any attempt by Lessee to cstnblisb, amend, 
con'lolidatc, or exempt such field mies without owner of the soil's und the GLO's prim consent shall not be npplicuble to the Lensed .Premises unlcs~ nnd until such consent 
is given. 

8. OFFSET WELLS: If Oil andlor Gn.5 should he rroduced in commercial quantities from a well located within the npplicnhfo stanttory offset distance tl\)m the arc11 
included herein, or which well is draining the area covered by this lease, the Lessee shall, within one hundred (JOO) days after such initial production from ihc dmining well 
or the well located within the applicable statutory omet distance from the i1n:a cover~d by this lease, begin in good faith lllld prosecute diligently the drilling of 11n offset 
well on the area \Jovcn:d by this lease, and such omet well shall be drilled to such depth as may be necessary to prevent the w1due drainage of the area covered by this lease, 
aud the Les!!ee shall use all means necessary in a good faith effort to make such o!Tset wdl produci, Oil and/or Gas in commercial quantities. Only upon the determination 
of the GLO with its written approval, may the pnyment of a compensatory royalty satisfy the obligation to drill an offset well or wells required under this section. : • • •: • 

9. URY HOt;E/CESSATION, DRILLING, AND REWORKING: 
• 
• • •••••• • 

Ca) If~ dm:t:g tho pri:.mtJ tc1ur ltcrcuC within si .<IJ eGO~ clay ,1 ofu l...a.\C mmivci.\m] date, (i) Lessee s11ould comptctc a well u., a city l.c1fc, o, (ii) JiiOcluctio11 .iltcmf'1 
t:01190, llleR w,. le·);U! i~ Rl~i,u~i,wl ii ,er 1118 ,mni•~el'Aftfy dRIO wilARIII ~IO fA~'Hle~t. Rf~ ;lelA~• Filllul lfa 1hy l.0111 iR 9RR111i0li~ "' 11t1t1tlt10li8H 11, drillii,g 8!181'R(itHIR 801190 FU0f0 
th1m si.<Ly (681 dfij'~ bcfu1c a ka.sc t1tmi:,cu .. t1y dtttc, u delay 1ctttal m.ut be paid en, m bcfmc sue!t mttti,et.uty dmc to 1112.itthtfn the k11.1c mid upon foilmc to nmkc such 
I'~ 1110111 the leaJe ~!iall 1ertl'liRAlil 111,leJJ till;e"', i;1il hol1I e, er the au.i. 8r~AI') date h, fttid:1ie11al 1h~tli11g 011e,aiio11!1 @r re 1.s111l,li11l1ffleN1 ef 1m,tl1101io1t flttri11g tltc1 ei.1~ (liQ➔ 
1h1'.)'s l'rior te 1he ,ini,i. e~,m, 1lt1te. If, d11rii,g 1!>te lH.1!) e11r ef il,e r,ri111ttry term, t!,e rm,Jt1ctio" of Oil M G~~ sltt11!lcl een.1e, Le~~ee1., risl..., .1hnll reffl11i11 in A1H !eree ""de.rt•:• 
oiihout f1111he, ope,M!cJ11.1 1mtil t!.c e,q,ir"tio" of 1he r,ri.11nry tem,, nnd if Le.,,~ee hu:, riel ,e.,mue.-1 i,~duerteu ia ,111) iut, qmmtilie., ftt H,e eK,,irution of 11.e prin111l")ICffll, 
Lc.tscc tliUJ nu~iutaiu Uris ka.\c by couducti:r10 m.ld(ticau1t d1 iUiug 01 tcwo1kint, opernt:cms ptnsuant tu scctiuu 9(b}, u.,ittg the cx:phal(on of the 1nhtutt) tc1uc ~ts the d~ttc d£ 
cessation ufp1cKittct it111 u.ulca .<ectioi. 9(b). 5Hmuld tltc fo.:st well 01 .mJ snhscqncut <'ell ch ii!ccl '"' tl,c 211,ovc clc~ct il,ed b.ml be completed as a shut-ill Oil ot Cas wcll ti'l:Qiu• • 
1he pPi11111i, te!'ln hem,f, Le,,ee ffltl) reJtt1M p11,111ai,1 of tl1e tti,nttnl ,e,it11I ii, the .Mtl.le 111t1,iner 11J pre, i!!ed ht rein en t,r 1,eiere the renlt1l pn) il'I!: tftlte h,(le,. i11t, the e.~p~•uti,,,.,,. 
ehi.tt) (693 ,te,J ftom Hie tlnle ofee11,1"ielior1 t'lfJHeh Jht1t in Oil er Gu, .. ell tt!'ld ttJ!ICI! the fi,ilure le mnke-Jt.e!t pn,.u,11, thiJ let1Je J'.tttll 1111ton1eliec.ll, lcm1i11111e. lf,d !Me• 
e.1pirtttiM ef the l"rin'IIII') ren" er m.) lin1e l¼lere11ller, tt ,h11i i11 0:1 er GttJ ♦ 1el~i,-l6~11ted en the be Mell Premi~e~, pft) ,,,efttj 111111 1,e 1m1de ii, neec,rilttMe .. ilh lhc ~tliea • 
pie, iJien.i he1eef. 

(b) If, at the expiration of the primary term, neither Oil nor Gas is being produced from the Leased Premises, but Lcm .. -e is then engaged in drilling or reworking 
operations thereon, this lease shall remain in force so long as operntion8 on said well or for drilling or reworking of any additional wells are prosecuted in good faith and in 
work:manlike manner without intem1ptions totuling more than sixty (60) <lay8 during uny one such operation, and if such operations re~ult in the production of Oil nnd/or 
Gas, so tong thcrea(\er as Oil and/or Oas is produced in puying qu11ntitics from the l,cusc<l Premises, or payment of shut-in Oil or Oas well royalties or compensntory royalties 
is made os provided in this lease. 

(c) If, ntkr the expiration of the primary tcnu, production of Oil or Gas from the Leased Premises, aetcr once obtained, should cease for any cause, this lease shall 
not tc:nnin:itc if Lcs.~ce rcstor~ production in paying quantities within si;\ty (60) days ntlcr such cessation or commences addltioMI drilling or reworking operations within 
sL(ty (60) days after such cessation, und this lease shall remain in full force nnd effect for so long ns such operat ions continue in good faith ,md in wllrkmnnlike manner 
without intcm1ptiot1s totallng more titan sixty (60) days. If such drilling or rcworkini operations n.'Sult in the production of Oil or Gas, the lease shall remain in full force 
and effect for so long ns Oil or Ga~ is produced from the Leased Premises in p3ying quantities or payment of shut-in Oil or Gas well royalties or payment of compensatory 
royalties is made as provided herein or as provided by lllw. lf tbe drilling or reworkiog operJtion~ result in the completion of a wcll aR a dry hole, Uie lease will not terminate 
if the LesS\le comm~nclIB udditional drilling or reworki11g operations within sixty (60) days after the completion of the well ns II dry hole, und this ltlllle shall remain in effect 
w long a9 Lessee continues dril!ing or reworking opcratiorL, in good faith and in a workmanlike manner without intem1ption9 totaling more than sixty (60) days. Lessee 
8hall give written notice to the CLO within thi1ty (30) days of any cessation of production. 

10. POOLING; ALLOCATION: (a) Lessee is hereby expressly prohibited from pooling or unitizing the Leased Prernlsc9 or any interests tl1ereil1 with nny oilier 
leasehold or mlnernl interest for tht: exploration, development and production of Oil or Gas or either of them without the express consent of the School utnd Dourd und 
the Commissioner. A well, wla:tltcr or not ch1ssilicd as an aUocatiotl well, that travcr.;<.,'S multiple lunses or units including tl1c Lc11scJ Premises hcreundcr, one or n\<.)re 
of which leases orunits contains Oil and Gas owned by the state, and which well is not nssocintcd with nn ngreement approved by the GLO and owner of the soil specifying 
the al!ocntion of the production of stale-owned Oil and Gas, is hereby cxprc.~sly n,1t penuitted and mny not operate on or under this lcuse or a unit contuining state-owned 
Oil nnd Oas without the prior written consent of the Commissioner or his authori7.s'<I dcsigncc, which consent may he granted or withheld in the Commissioner's sole 
di_~rction. 

(b) Lessee is herehy granted the right to pool or unitize the royalty interest of the owner of the soil under this lease with any other leasehold or mineral interest for 
the exploration, development and production of Oil or Gas or either of them upon the same tcrn\s 11s shall he approved by the School Land Board and the Commissioner 
for the pooling or unitizing of the inlcre~t of the State under this lease pursuant to Texas Natural Resources Code § §52.151-52.154. The owner of the ooil ugrces that the 
inclusion of this provision in this lense satisfies the e,cecutiou requirements set out in Te,cas Natural Resources Cod~ §52.152. 

1 I. SHUT-IN ROYALTU-:S: For purposes of this section, "well" m(ans any well thut has been a~~igned u well nwnbt:r by the goverrunental agency having jurisdiction 
over the production of Oil 1111d Gus. If at any tirnti after the e.tpiration of the primary term of a lease that, until being shut in, was being maintained in furcti and effect, a well 
capable of producing Oil or Gas in paying quantities is located on the Leased Premi~es, but Oil or Gas is not being produced for luck of suitable production facilities (lack 
of suitable production facilities is not acceptable a~ a reason for making a shut-in payment if all or part of such production faci lities are owned and /or opcrnk'd by Le~8ec, 
and the cause is due to Lessee's improper mainten:ince or neglect) or lack of a suitable market, then Lessee may pay as a shut-in Oil or Gas royalty un amount c.qual to 
double the annual rental provided in the lease, but not less than$ 1,200 a year for t:nch well cupablc of producing Oil or Gas in pnying quantities. If section 3 of this lease 
docs not specify a delay rental amount, then for the purpose~ of this section, the delay rental amount shnll be one dollar ($1.00) per acre, To be effective, each initiol shut• 
in Oil or Gas royalty payment, accompnnicd by the GLO Shut-In Affidavit, must be paid on or before: (1) the expiration of the primary term, (2) Sixty (60) days after the 
Lessee ceases to produce Oil or Gas from the Leased Premises, or (J) Sixty (60) days after Lessee completes a drilling or reworking opcrntion in nccordnncc with the lease 
provisions; whichever date is the latest Such pnymcnt shall he maclc one-half (1/2) to the Cmnmissioncr, and onc-hnlf (1/2) to owner of tho soil. If the shut-in Oil <ir Oas 
royalty is paid, nccompnnicd by th,:, GLO Shut-In Aftidllvit, the lcnse shall be considered to be a producing lense and the pnymcnt sbull extend the tcm1 of the lease for a 
period of one (I) ycnr from the end of the pri1unry term, or fmm the first (I") dny of the month following the month in which production ceased, and, after thnt, if after a 
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diligent effort, that being those of a reasonable and prudent operator to obtain or repair the production facilities or to obtain a market, no suitable production facilitie:i or 
suitable market for the Oil or Gas exists, Lessee may, upon written approval of the GLO, ex.tend the lease for four (4) more successive periods ofone (I) year by paying thi: 
same amount each year on or beforn the expiration of each shut-in year. 

12, COMPENSATORY ROYALTIES: If, during the period the lease is kept ineffecr by payment of the shut-in Oil or Gas royalty, Oil or Gas is sold and delivered in 
paying quantities from a well located within the applicable statutory omet distance from 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-in Oil or Gns royalty shall cease, hut the lensc shall remain effective for the 
remainder of the year for which the roynlty hns been paid. Up\1n written approval from the:: GLO, the Lessee mny maintain the !cn.~c for four (4) more successive years by 
Lessee paying compensatory royalty nt the royalty rate provided in the lease of the m11rket value of production from the well causing the drainage or which is completed in 
the same producing reservoir and within the applicable statutory offset distance from the Leased Premises. The compcnsat..)ry roynl~r is to he paid monthly one-half (1/2) 
to the Commissioner, and one-half (1/2) to owner of the soil, beginning on or hefnre the last day ofrhe month following the month in which the Oil or Gas is produced from 
the well causing die drainngc or that is e<mlpkitcd in the same producing reservoir and located within the applicable statutory offset distance from the Lensed Premises; if 
the compensatory royalty paid in nny twelve (12) month period is in an amount less thnn the annual shut-in Oil or Gas royalty, Lessee shall pay an amount equal to the 
diffcmncc within thirty (JO) days from the end oflhc twdve (I 2) m<nllh period; and Mne of these provi~ions will n:lieve Lessee of the ohligntion of reasonable development 
nor the obligation to drill oflsct well~ a~ provided in N.R.C. Section 52.034; however, at the determination of the GLO, and with the GLO's written approval, the payment 
of compensatory royaltici, shall satisfy the obligation to drill offset well~. Compcntiatory royalty payments which are not timely paid will accrue penalty and intere~t in 
accordance with section 5 of this lease. . .. 

13, AUTHOIUZEU DAMAGES. Lessee shall pay the owner of the soi l for damages caused by its operations to all personal property, improvements, livesto~td'otl•• 
crops on the Le;;1,t,d Premises. • • •••••• • 14. LISE OF WATER; S(JRl•'/\CI<:: Lessee shall hnve the right to use water produced on ~aid hmd necessary for <lritling opemtions hereunder aud solely upon t~ 
Leased Premises; provided, however, Lessee shall not u~ potable wnter or water suitable for livesl.l)Ck or irrigation purposes for wruer flood, hydraulic fracturing, or 
completion operations, whether such water is from stock tanks, surface reservoirs, cxis.ting water wells, or streams on the Lensed Premises, without the prior written consent 
of owner of the soi l. Lessee shall have the right to use so much of the surface of the hmJ that mny be rcosonably necessary f1u drilling and operating Oil and Gas wells and 
tfilnsporting and marketing the production thercfrnm, such 4sc to be conducted under conditions oflcaqt injury to the surface of the land. : • • • : .. 

• 
15. POLLlITION: [n dcvcl,)ping the Le:ised Premises, Lessee shnll use the highest degree of care and all proper safeguards to prevent pollution. Witl\out limiting tilt 

foregoing, pollution of coastal wetlands, natural wntcrways, rivers and impounded water shall he prevented by the use of containment facilities sufficient to prevent srJ!lkl.ie,• 
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 mwl• • 
shall be responsible for all damage to public at1d private properties, 1-'ailure to comply with the requirements ofthi~ provision may result in the mmdmum penalty amt:de 
by law including forfeiture of the lease. Lessee 8ha!I be liable for the damages cau.~ed by such failure and any costs nnd expenses incurred in cleaning areas affected iy ~~. • 
discharged wab'le. 

16. IDENTIFICATION MARKEKS: Lessee shat! erect, at a distan~-e not to ex.ccecl twenty-five (25) feet from each well on the premises covered by this lease, a legible 
sign on which shall be stated the name of the operator, the lease designation and the well number. Where two or more wells on the same lease or where wells on two or 
more leases arc connected to the same tank buttery, whether by indiviclual flow line connections direct to the tank or tanks or by use ofa multiple header ~ystem, each line 
between each well and such tank or header shall be legibly identified nt nil times, either by a fim1ly nltnched tag or plate or an identification properly painted on such line at 
a distnnce not to exceed three feet (3 ' ) from such tank or header connection. Said signs, tags, plates or other idcntificntion mnrkcrs shall be maintained in a legible condition 
throughout ihe tcm1 of this lcnsc. 

17, ASSIGNM~!NTS: (a) Subjoct to the right of the GLO lo require a demonstraiion by the trnnsferee of its financial responsibility, this lease may be trnnsferred nt any 
time; provided, however, thnt the li~bility of the transferor to properly discharge its obligation under tho lciL~e, including properly plugging abandoned wells, removins 
platfomls or pipe tin~ or rcmedintioll of contrunination at drill sites shall only pass to thll transfe~c upon the prior written consent of the GLO, The GLO may require the 
transferee to demonstrate financial responsibility and may require a bond or other security. All transfer., mllSt reference Ille tense by tht file nwnber nnd must be recorded in 
the county where the area is located, and the recorded transfer or a copy certified to by the County Clerk of the county where the tnmsfer is reconled must be filed in the' 
GLO within ninety (90) day$ of the ex_ecution date, as provided by N.R.C. Section S2.026, 11ceompmlied by the tiling foe prescribed by the OLO rules in effect on die date 
of receipt by the GLO of such transfer or certiliecl copy the mot: Without limiting the liability of the original lessee or nny prior transferee for that entity's debts owed to the 
OLO hereunder, every trall.'lferee shall succeed to all rights and bi: subject tu all obligations, liabilities, and penalties owed to the State by the original le~see or any prior 
transferee ot'thc lease, including My liabilities to the State for uupaid royalties. 

(b) Notwithstanding any provision in subsection 17(a), if the owner of the soil acquires this lease in whole ur in part by assit,'Timent without the prior written 
approval of the Commi$SiOncr, this !case is void as of the time of assigamcnt and the 11gcncy power of the owner may be forfeited by the Commkqioner. An assignment 
will bo treated ns if it were mad~ to the owner of the soil if the assignee is: 

(I) a nominee of the owner of the soil; 
(2) a corporation or suhskliary in which the owner of the soil is a principnl stockholder or is an employee of such n corp,.m1tion or subsidiary; 
(3) a partnership in which the ovmcr of the soil is a partner or is an employee of such n partnership; 
(4) a principal stockhold~r or employee of the corporation which is the owner of th¢ S4)it; 
(5) a partner or employee inn partnership which is the owner of the soil; 
(6) a tiduciary for the owner of the soil; including but not limited to a gui\rdian, trustee, executor, administrator, receiver, or conservator for the owner of the 
soil; or 
(7) a family member of the owm:r of the :;oil or related to the owner of tl,e soil by marriage, blood, or adoption. 

18. REU'.ASES: Lessee may relinquish the rightg f,'l'anted hereunder to the Stare nt any time by recording the relinquishment in the county where this area is Mituated 
,md filing the rn~ordcd rclinqui~hment or certified copy of same in the GLO within ninety (90) days aller its e.,ecution uccompanied by the filing fee prewribed by the GLO 
rule3 in effect on the date of receipt by the GLO of such relinquishment or certified copy thereof. Such relinquishment will not have the effect of releasing Lessee from any 
liability theretofore accmcd in favor of the Stat.e. 

19. WARRANTY Cl.AlJSF:. The owner of the soil warrants and agrees to defend title to the Leased Premises. If the owuer ,1f the soil defaults in payments owed on 
the Leased Premises, ihe11 Lessee mny redeem the rights of the owner of the soil in the Lensed Premises by p3ying any mortgage, taxes or other liens on the Leased 
rrcmiscs. If Lessee mnkes payments on hehnlf of the owner of the soil under this section, Lessee may recover the cost of these pnyment, from the rental and royalties due 
the owner of the soil. 
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20. (a) PROPORllONATE REDUCTION CLAUSE: If thti owner of the soil owns less than the entire undivided surface est.ate in the ubove described land, 
whether or ~I Lessee•~ intere~t i~ spccitie<l herein, then the royal tie~ herein provided to be paid to the owner of the soil 5hal1 be pui<l to him in the proportion which his 
intemt bears to the tlntire undivided ~urface estate and the royalties herein provided to be paid to the GLO shall be likewise proportionately reduced. However, before 
Lt"Ssee ildjust~ the royalty due to the GLO, Lessee or his authorized representative must submit to the GLO a written statement which explains the discrepancy between 
the interest purportedly leased under this lease antl the actual interest owned by the owner of the soil. If an undivided interest remains unleascd on the land covered by 
this lease on the d:ite of fir~t production from th~ Leased Premises, the ()LO shall be paid a royalty oftwenty-lh·e percent (25%) of the value of the Gros~ Productinn 
allocable to snid unlcased undivided interest payable on the same terms and conditions ns nn: provided in ibis lease for the payment of royalty lo the GLO, until such time 
as the Lessee has recouped its drilling nnd completion costs ("payout") and upon payout the Lessee will give notice to the GLO nnd beginning on the first d11y of the 
month alter payout the GLO shall be paid the value of JOO"/., of the Gross Production allocable to said unlcnscd undivided itttcrcst less the proportionate operating costs. 
Upon written request from the GLO, th<! Lessee wil I pnwide the GLO with a title opinion verifying the percentage ofunlensed undivicl.ed interest on the Lensed Premises. 

See Addendum Section 6 for Insertion language 
(b) REDUCTION OF PAYMENTS: If, during the primary term, a portion of the land covered by this lease is included within the boundnric~ ofn pooled 

unit that has bt.-cn approved by the Sch(><)! Land Board and the owner of the soil in accordance with N11n1ral Resources Code Secti()09 52.151-52.154, or if, at any time 
after the expiration of the primary term, thi8 kn8e covers a les:ser number of ncres than the total arnoum described herein, payments that are made on a per acre ba8is 
hereunder shall be reduced acconlin11 to the number of acres pooled, released, surreadered, or otherwise severed, so that payments detmnined on a per aero basis under 
the terms of this lease during the prlm.1ry tenn shall be calculated based upon the number of acres outMide the boundaries of a pooled unit, or, if after the e~pitation of the 
primazy term, the number of acres actually retained !llld covered by thiM lease. • • 

•••••• • 21. LIEN: Jn accordance with N.R.C. Section .52.136, the State shall have a first lien upon all Oil and Gas producetl from the area covered by this lease to 8ecure pa~imnt• 
of all unpaid royalty an<l other sums of molltly that may beco,ne due under this lease. By acceptance o[ this lease, Lessee grams the State, in addition to the lien p!'IM(bl• • 
by N.R.C. Section 52.136 and any other applicahle ~tatutory lien, an express contractual lien on ,md sem1rity interest in i11l leased mint'fals in and e,ctracted from the ~eased 
Premises, all proceeds which may accn1<1 to Lessee from the sale of such leased minerals, whether such proceeds arc held by Lessee t\r by a third party, nnd all fixtures o'fi 
nnd improvements to the Lease-d Premises used in connection with the production or processing of such leased mincrnls in order lo secure the payment of all royalties or 
other amounts clue or to become due under this lease and to secure paytncnt of any damages or loss that ow11cr of the soil may suffer by reason of lessee's breach of any 
covcm1nt or conditi,m of this lease, whether express or implied. This lease, whc11 filed In the re~! property records where the Leased Premises are located, and for puO,~j,i": • 
of perfecting owner of the soil's lien on nnd security interest in nil proceeds, shall constitute a filinncing statement under the Tcit.is t:niform Commcrcinl Code. Th.'6 hen 
und security interc.~t may be foreclosed with or without court proceedings i11 the mmlllcr provided In Titic l, Chnptcr 9 of the Texas Business and Commerce Code. Lessee 
agrees that the GLO may require Ll-sscc to citccutc und record such instruments as mAy he reasonably necessary to acknowledge, attach or -perfect thi~ lien. Lessee Jwchy. 
represents that there are no prior or superior liens arising from and relating to Lessee's activities upon the above-described property or from Lessee's acquisition ofthi~ea,~. • 
Should the GLO at any time determine that this representation is not true, then the OLO may declare this lease forfeited as provided herein. • • • 

• • • • •• 22, FOIU'EITURE:: ff Lessee shall fail or refuse to make the payment ofany sum within thirty (30) days afler it becomes due, or if Lessee or an authorized agent should 
knowingly make any false return or fallie report concerning production or drilling, or if Les~~-e shall fail or refu~e to cl rill uny offset well or wells in good faith as required 
by law an<l ihe rule~ and regulations adopted by the GLO, or if Lessee 6hould fail to file reports in the manner required by law or fail to comply with rules and regulations 
promulgated by the GLO, the SLB or the Railroad Commission, or refuse the proper at,thority access to the records pc11aining to operations, or if Lessee or an authorized 
agent should knowingly fall or refuse to give correct iofonnatioo to the proper auUmrity, or knowingly foil or refuse to furnish the GLO a correct log of any well, or if Lessee 
shnll knowingly violate any of the provisions of this lease, or if this lc:1se is assigned and the assign111e11t is noi tiled in the GLO as rnquired by law, or if Lessee shall fail or 
rethse lo execute and file a rdcnsc as rcquirccl under this lease and hy GU) rnlcs, the right~ 3cquircd under the entirety of this lease shn:t he s11bject to forfcirurc hy the GLO, 
and it shnll forfeit sut11c when sufliclcntly infonncd o( the facts which authorize a forfcirurc, and when forfeited the area shall again he subject to lease. However, nothing 
herein shnll he constnicd as waiving the automatic tcnuination of this lease by operation oflnw or by ronson of any special limitation arising hereunder. Forfcinucs may be 
set 11side nnd this lease und nil rights thereunder reinstated before the rights of anoth~r intervene upon satisfactory evidence to the GLO of future compliance with the 
provisions of the law nnd of this lease aod the n:lcs aod regulations that may be adopted relative hcrcl1). Neither termination nor forfeiture of this lease shall hnve the effect 
of releasing Lessee from any liJ1bility thcretofo.re accnied in favor of the State. 

23, APPLJCABU; LAWS AND DRILLING RESTRICl'IONS: This leane shall be subject to all rules nnd regulations, and runondmenls thereto, promulgated by the 
Railroad Commission and ihe GLO governing drilling and producing opemtiom on Slate land (specifically including any mies promulgated that relate to payment of 
royalties, and auditing procedures, and shall be subject ro all other valid statutes, rules, regulations, orders and ordinances that may affect operations under the provisions of 
Ibis lease. Without limiting the generality of the foregoing, Lessee hereby agrees, by the acceptance of this lease, to be bound by and subject to all statutory and regulatory 
provisions relating io the OLO's audit billing notice and audit hearings procedures. Said statutes are cmreoily found at N.R.C. Sections 52.135 and 52.137 through 52.140. 

24. REMOVAL OF EQUil'MENT: Subject to limitutions in this sec tion, Lessee shall huvc the right to remove machinery Hnd fixtures placed by Lessee on the 
Leased Premise~, including the right to draw and remove casing, during or within six (6) months afl:er the expiration or the termiru1tion of this lease. However, Lessee 
may not remove casing from nny well capable of producing Oil and Gas in paying qu11ntilies. Additionally, Lessee may not drnw nnd remove Cllsing until o.fter thirty (30) 
days written notice to the GLO nn<l lo the owner of the soil. If Lessee foils to remove such machinery nnd fixtures within the nllotted time, then such m11chincry and 
fixtures shut~ at the election of the owner of the soil, either become tho property of the owner of the soil or the owner of the soil may have such machinery and fiidure~ 
removed at the sol<l c,r;pcnse of Lessee. Notwithstnnding the foregoing, if this lease is focfeitcd or tcrniinated for any reason, Lessee shall not remove tbc casing or nny 
equipment from the Leased rremiscs until wells hove hcen plugged to the satisfaction of the Railroad Commission, all pit$ have been ['lroperly filled and all dchris has 
hcen removed from the Lea!!Cd Premises, and owner of the soil hns provided written appmvl\l of nil restoration. 

25. FORCE MAJE URE: I~ in the last year of the primary tenn or thereafter, Lessee is prevented from complying with any exp1ess or implied covenant of this lease, 
from conducting drilling operations thereon, or from producing Oil and/or Gas therefrom, after effort made in good faith, by reason of war, rebellion, riots, 8trikes, fires, acts 
of God or any order, rule or regulation of governmental authority, then while so prevented, ussee's obligution to comply with such covenant shall be suspended upon proper 
and satisfactory proof presented to the GLO (th~ GLO should be notified within fifteen (15) days of uny force majcurc event) und accepted by the GLO in support of Lesseu's 
co111ention and Lessee shall not be liable for damages for failure to comply therewith; and this lease shall be extended while and so long as Lesi;ee is prevented, by any such 
cause, from drH!ing, reworking operation.~ or producing Oil ancl/or Gas from the Leased Premises. Lessee agret:li to immediately notify the GLO when the rea~on for force 
majcure has ceased. Notwithstanding anything contained herein 10 the contrary, a well being shut-in us a result of pipeline dismptions that are subject to section 11 of this 
lease does not constitute a.11 event of force majeure, and Lessee's obligations under this leas~ are not, for that reason, excused pursuant to thfa section 25. 

26. LEASE SECURITY: Lessee shall take the highest degree ofcnrll and all proper safeguards to protect said Lensed Premises and to prevent theft of Oil, Oas, and 
other hydrocarbon~ produced from said lc11se. This includes, but is not limited 10, the installation of all tiecessary equipment, seals, locks, or other nppropriate protective 
devices on or nt all access points nt the lease's production, gnthering, and stornge sysiem.~ where theft ofhydrocnrbons can occur. Les:1ee sb.nll be linble for the loss of any 
hyi!rocarhons rc~ulting from theft 11rn1 shall -pny the GU) royalties thcrMn as provided hcn:in on all Oil, Gas or other hydrocarbons lost by reason of theft. 
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27. SUCCESSORS ANU ASSIGNS: The covenants, conditioru und agreements contained herein shall extend to uml be binding upon the heirs, executors, administrators, 
successo111 or a.~signs of Lessee herein. 

211. VENUJ!:: The owner of the :;oil and Lessee, including Lessee's successors and assigns, hereby agree that venue for any dispute involving the GLO and arising out of 
a provision of this lease, whether e.\press or implied, regarding interpretation of this lease, or relating in any way lo this lease or to applicable case law, 61atutes, or 
administrative mies, shall be in a court ofcompetenl jurisdiction either in Travis County, Texas, or in the county where the Leased Premises are located, at the option of the 
GLO. 

29. L\l\'D PROTECTIONS: 

Lessee ngrccs to pr,wide at least seven (7) days' prior notice to owner of the soil before commencing any surface operations on the Leused Premises, such n(ltice ro include 
location of opcrati(lns and W(lrk to be performed. 

(a) Upon written request of owner of the soil, Lessee shall constrnct a fence around any drill site during drilling operations, and if production is obtained, Lessee 
shall con~trncl a fonce uround all production frlcilities capnble of turning cattle and1or livestock. Lessee agrees to install gates at all fence crossings used by Lellsee in 
connection with operation~ hereunder. Should a cattle guard or guard~ be placed on the Leased Premises by L~'!lsec, then ~u,h ,attl1: w.iard(s) shall be left in place und 
become the prope1ty ofowncr of the soil afterthe expiration of this lease. 

• • 
(b) Lc~see shull not cut any ex.terior or boundary fonce nor open any lucked ei.terior or boundary gates of the Leased Prcmi~e~ without owner of the soil': Tlf''i"1'9 • 

written pennissior1, which shall not be unreasonably withheld. • • •••••• 
(c) No ctnpl(lycc, representative, contmctor or any other person allowed by Lcs.~cc to C(lmc upon the Leased Premises shall be pcnnittcd to hunt, fish, trap, o~ cnmJ> 

on the Lensed Premises, nor shnll any such persons be permitted to bring alcoholic beverages or illegal dmgs on to the LcMed Premises at any lime. 

( d) All pits used by or on behalf of Lessee during drilling llpcrntions on the Leased Premises shall he lined with an impervious 1ru1tcri11l so that no fluids may escape 
S\lch pit$. Lcs~e and its assigns sholl not let any salt water or any other deleterious substance run on or over the Lensed Premises, or let such substances run into Off• gt• 
the soil's stock tanks ar uny creek, stream, river or other body of water, and absent owner af the soil's prior written consent to the contrary, Lessee shall not use an:,wclls 
on the Lensed Prcmises for salt wntcr di~posnl pnrp-0,c:1. If owner of the soil elects t() consent to the use of wells located on the Lensed Premises for salt water diRpose.l 
purposes, the porties shall enter into a separate ngreement covering such dispqsal. • • • 

• • • ••• 
(e) Upon completion orabanoonment of any well or wells, Lessee shall fill and level all slush pits and cellars and compleiely clean up the drilling site of all r1,1~bi~ 

thereon and restore the ~urface to as near its original condition and contours as is practicable. LesatJe shall, while conducting operations on the Leased Prcmii;ca, kc~ llh1d. • 
premises free of all rubbish, cans, bottles, paper cups or garb.igc. Lciscc shall maintain trash containers at all work sites during construction on the Lensed premises, such 
tragh containers to be located at entrances an<l exits on each side of the road nnd near places of high activity. Tanks und equipment will be kept painted and presentable. 

(0 When requested by the owner of th~ soil, Lessee shall bury its pipelines below plow depth. 

(g) No drill site locations, stornge tanks, llr tm1tmcnt facilities sh11II he cstahlishcd within three hundred feet (300') of atty residence or barn now situated on the 
Lensed Premises wilhllut owner llf the soil's prior written consent. Lessee shall conduct all drilling and production operations entirely within ench drill site. The owner of 
the soil shall have tho right to participate hi the selection of the location of roadways to and from any (ltill site on the Lensed Premises and thnt prior to beginning operations 
hereunder, Lci.sce shall contact the owner of' tho Stlil for consent as to the location of such roadways, which consent will not be unreasonably withheld. 

:JO. I>EFINITIONS: 

a. "BTU" means British thermal unit, which is the qunntiiy of heat required to raise ihe tempcrarure of one-pound avoirdupois of pure water from 58.5 
degrees Fabr~nheit ("• F") lo 59 .5° F. An MMiltu is one million (1,000,000) British thermal units. 

b. "Ory Gas" means a Gas that contains less than or 1.<1JU<1! to scven (7) lbs of water per million standard cubic feet. The volume of Gas, on n Dry Ga~ 
ba:iis, shall be detennined by mathematically removing lhc water vapor from Gas that is partially or fully saturated with water vapor at measurement 
conditions of !lowing pressure and temperature. The total energy content of Gas shall be the product of multiplying the volume of Gas, on u Dry Gu~ 
ba~is , times the he.iting value per unit volume, in Btu/SCf, on a Dry Gas basis, at the same base temperature and base pressure. 

c. "Gas" means methane nnd other Gaseous hydrocarbons, including (lasc\1us comblL~iible, noncombustible, and inert clements, compounds, components 
or mix.lures thereof, and !iquofo1blc hydrocarbons in the vapor stream. Gas volumes shall he calculated and reported, al the option of tho GLO, in 
standard cubic feet (SCP), one thousand (1,000) stnndard cubic feet of Gas (MSCF), or one million (1,000,000) standard cubic feet of Gas (MMSCF). 

d. "Gross IIrating Value or IITU Content" means the energy per unit volull1o represented by the numberofBTUs produced by the complete combustion 
of one standard cuhic foot of Gas (excluding hydrogen sulfide) ut n temperature base of sbtty degrees (60° F) Fahrenheit and pressure base of 14.65 
pounds per square inch absolute. 

e. "Gross Production" means all Gas anti fluids brought from undt:rground up to and through the wdl bead, and includes: (i) all hydrocarbons produced 
in liquid form ns Oil or conden.~ate at the well head and also all cor.densate, distillate, and any other Liquid hydl'Ocurbons recovered from Oil, cundensute, 
or Ga.~ run through a separator or other equipment; (ii) all hydrocmbons and Gaseous substanc~s not in liquid form produced from any well; and (iii) 
natural Gasoline or liquid hydrocarbons, carbon dioxide, carbon black, sulfur or any other products produced or manufactured frotn any Gas or liquid. 
The Gross Production volumes of Oil, condensate, and Gas includes all sales, custody transfer dispositions, and/or stored volumes and nil non-Hales 
disposition volumes, including but not limited to, lease use, fuel, vent, flare, spills, uncontrolled relcu~es, then, 11nd any other lo~~. The Gross Production 
of Gaseous hydrocarbons shall be adjusted and reported in MMBTUs. 

f. "Market Value" mcnns the greatest of (i) the highest posted price, plus premium, if any, offered or puid for Oil, Gns, condensate, distil!otc, other 
hydrncarbons, or any Other Product~ produced or mnnufact1.1rcd from the Oil or Gns, of similar charncteristics and type in the general area, (ii) the 
prevailing market prico thereof in the general nrcn, (iii) the proceeds of the sate thereof, or (iv) the highest val lie reasonably available to Lessee. The 
proceeds ofsnle shaU indudo the total vuluc nccruing to the Lessee from the Slllc or use of the production, includir.g proctt\ds and any other thing of 
value received by Lessee or the operator. 
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g. '-Marli:dablc" mean~ that rnfficicnt infrastructure is in-place or insla!!t:d to allow for the ~afo or delivery of merchantable Oil ancL'or Gas into the 
custody of an authorized carrier, receiving agency, or party. 

h, "Merchantabl~" means (i) with respect to Gas, a Gas Hmt i.s commercially free of <lust, Hand, dirt, gum-forming constituents, natural Gasoline, liquid 
hydrocarbon~. water, inerts, and any other substances Umt may hecome separated from the Gas during handling thereof and may be injurious to utility 
facilities, industrial, commercial, and/or residential 1.1seM that would cause the Gas to he unmarkctabli? or require additional treating nnd/or proce~Ring 
to be ready for use nnd consumption (sale nod use), and (ii) with respect to Oil, a cmdc Oil, condcnsntc, and other liquid hydmcnrbons recovered in 
liquid form from any hydrocarbon production (oil or Gns) produced on or from ihe Leased Premises that is suitahle for normal refinery processing, 
sufficiently free of foreign contaminants or chemicals, nnd meets the appropriate pipeline or tn,ck haul specifications for sedilllent and water. 

i. "Natural Gu Liquids (NGLs)" means those hydrocarbons liquefied, removed, recovered, or condensed from naturnl Oas at the surface in field 
production facilities as Oil or condensate or in natural Gas processing plants as Oil or stnbilized condensate and as raw mix liquid~ prior to separation 
down to their base components, Natural Gas liquids th!lt 1uc not r~-covcrcd or removed as condensate in plant system.~ l,1cated on or off the Leased 
Premises or in a Processing Plant consist of either: (i) Raw Mix, or (ii) component pluntproducts consisting of merchantable and marketable commercial 
grades and/or blenda of each of the individual C<Jmponcnts, atler frnctionation, of ethune, propane, iso-butane, nonnal butane, and natural Gasoline that 
include pcntancs plus (iso-pcntane, nom1al pent:me and hydwcarbou components of higher molecular weight). 

j. "N11n-Proceysell Gas" means all hydrocarbons and Gaseous substances not defined as Oil, that are not proccs:,cd in plant sy~tems located on or :1l.1:¥i:. 
Leased Premises or in a Processing Plant tu remove or extract Natural Gas Liquids to produce a Pipeline-Quality Natural Gas or Residue Gas (altftough 
the term incilKles ~11ch substances that have been removed from the Gas that include, but are not limited to, carbon dioxide, sulphur, water, or anti.lb~• 
consHtuent or component necessary to produce a Pipeline-Quality Natural Gas). • 

• 
k. "Oil" means all hydrocarbons produced in a liquid form nt the mouth of the well and also nil condensate, distillate and other liquid hydrocnrbons 

rccoven:d in liquid form from any hydrocarhon production (oil or Oas) produced on or from the Le.1sed Premises when nm through a scpnrntor or other 
equipment that is stored at pressures less than or equal to I 5 pounds per square inch gauge, and that is uot extracted in the fonn of Rnw Mix i~ plant., 
systems located on or off the Lensed Premises or in a l'roccsslng Pinnt prior to fractionation. All Oil volumes shall he corrected from the mcnsuffhf:ftt9• 
condition to rcpott the produced volume of Oil in Stock Tank Barrels nt Stock Tank Conditions per the applicable AP! MPMS standards. • 

••• 
I. "l'ipelioe•Quality Nllturlll Gns" me:i.ns a natural Gas that is merch.1ntablc and marketable that meets an interstate or intrastate transmission com~an~4 • 

minimum specifications with respect to (i) delivery pressure,(ii) delivery temperature, (iii) BTU content, (iv) mercaptan sulfur, (v) total 6ulfi1.(vi). 
moisture and/or water content, (vii) carbon dioxide, (viii) oxygen, (b1) total inerw (the total combined carbon dio:<iue, helium, nitrogen, oxyge,, A\,_d• • 
any other inert compound percentage by volume), (K) hydrocarbon dew point limits, (xi) mercliantabi!ity, (xii) content of any liquids at or immediately 
downstream of the delivery point into a pipeline, and (xiii) interchangeabi lity with the typical composition of the Gas in the pipeline with respect to the 
following indices: Wobbe Number, Lifting lncfox_, Fl,tShback index, and Yellow Tip Index per AGA Bulletin No. 36. 

m. "Processed Gas" means natural Gas processed in a Processing Plant(s) located on or off the Leased Premises where Gas is processed to remove or 
extract liquefiable hydrocarbon~ or Raw Mix from the naturnl Gas stream to produce a Pipeline-Quality Nlllural Cill$ or R~iduc Gas, NG Ls, and other 
products, and as used herein includes the Residue Gas, the Rnw Mix (nnd resulting NGLs), nnd other products. 

n. "Proc.csslng Pl:1nt" means plnnt systems, located on or off the Lcasc::d Premises, that include:: a Gas processing plant, natural Gasoline plant, Gasoline 
plllnt, or other plant where raw unprocessed natural Oas is processed 111 remove or extract Raw Mix from the natural Oas stream to produce a Pipeline- . 
Quality Natural Gas or Residue Oas and other products, nnd the Raw Mix is then either (i) separated by fractionation down to its base components prior 
to storage and/or transport that meet~ or confonm to all applicnhle Gas Pmccssor.i Association (GPA) Stnndard~ and/or Sp ccificati()ns for tho commercial 
sale of each liqucfiable hydrocarbon product, or (ii) transported to another plant for separation down to its base components by fractionation prior to 
storage and/or tran~port for the commercial sale of each liquefiable hydrocarbon product. Any deductions, costs, or processing fees associated with the 
removal or recovery of Natural Gas Liquids is strictly limited to only that part of any Processing Plant or facility where Raw Mix. is recovered, nnd if 
app.licable at that plant, also fractionated to their component parts, 

o. ''Produced lu 1'11ying Quantities" means that the receipts from the sale or other authorized commercial use of the substances(!) covered ex.coed out of 
pockt:t operational expenses for the six mouths last past, 

p. "Raw Ml:t" meart, ,1 mixture of Natural Gas Liquids (NGLs) that has a true vnpor pressure grc11tcr tlum fift~n (15) pounds per square inch gauge at 
I 00 degrees Fahrenheit (°F) prior to separation down to its base components by frnctionntion, typically consisting of a mixture of liquefiable 
hydrocart.1ns, including but not limited to, the nntuml Gus liquids ethane, propane, iso-butnnc, nom1al butane, and natural Gasoline that inc ludo pcntanes 
plus (iso-pentane, oormal pcntanc and hydrocarbon components of higher molecular weight). 

q, "Ready for Sale and Use" means the following : 

i. For Oil: Oil that is mcrchnntab le and marl::clnble and otherwise in n condition such that the Oil is suitable:: for transfer of 
ownership and will be accepted by a purchaser under a tialcs contract typical for the field or area. 

ii. For Non-Proce,sed Gas: A Pipeline-Quality Natmal Gas that is merchantable and marketable and otherwise in a condition 
suitable for transfer of ownmhip such th.it the n11turnl Gas or other Gas product will be interchangeable with and accepted by a 
purchaser under nn interstate uml/or intrastate Gus sales contract typical for the tie Id or area for use by an industrial, commercial, 
and/or residential user. 

iii. !<'or Rcslduc Gas: A Pipeline-Quality Natural Gas at the tailgaltl of the only or Inst stngc of Oas prnccs.~ing to remove Natural 
Oas Liquids that is merchnnrablc nnd mnrketnblo and otherwise in a c<indition suitable for transfer of ownership such thnt the 
natural Gas or other Gns product will be intcrchnngcablc with and accepted by a purchaser under an interstate: and/or intrastate 
Gas sales contract 1ypicnl for tho field or area fM use hy nn indu~trial, commercial, and/Qr residential user. 

iv. For Nntura\ Gas l.l111lids: (A) merchantable and marketnhle Raw Mix at the point sold ns such to n third party at nrms' length, 
or (B) merchantable and murkctnble Narum! Gus Liqui<b at the tailgate uf a Processing Plant a(ler fractionation that are suitable 

10 

s, 
,-, mty Clerk 
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for transfer of ownership that will be inten:h.angcable with nnd accepted by a purcha~cr for Mulu or use by an industrial amVor 
commercial user. 

v. For Other Products: Product~ that are in a condition tbat will be accepted by a purchaser under a sales contract typical 
for the field or area for use by an industrial or commercial user. 

r. "Residue Giu" means (i) the material that remains nHcr a sq1aration, treatment, or Gas conditioning process, nnd (ii) that Gas rcmai11ing after the 
recovery ofNaturnl Gas Liquids to produce a Pipeline-Quality Natural Gas. If the Gn~ is processed to remove liqucfiablc hydrocarbons in II series of 
Processing Plants, then the Rcsid11c Gas is that Gns remaining afler the recovery of Natural Gas liquids to produce a Pipeline-Quality Natural Oas nt 
the lust P[(lccssing Pinnt in ihe series. 

s. "Stoek Tank liar rel" means the volume ofliqui<l hydrooarbons that is equivalent to the volume of foray-two (42) U.S. gallons at atmospheric pressure 
and 60 °P. 

t. "Stock ·rank Conditions" mean~ a st(Jck tank meeting all applicable API specifications and requirements at atmospheric pressure and 60" F. 

J l. DISCLOSURE CLAUSE. All provisions pertaining to the lease of the Le,1sed Premises have been includ~'tl in this instrument, including the statement oft!JF true. 
consideration to b~ pai<l for the ex:ecut.ion of this lease and the rights and duties ofth~ parties. Any collateral agreements concerning the development of Oil an<l Gal:MiftU 
thll Leased Premises which are not contained in this leuse are invulid. • • ••• ••• • 32. FIDUCL\RY llCJT\', l11e owner of the soil ,1wcs the State a ti<luciury duty and must fully disclllsc: nny facts u[focting the Stat<i's interest in the Leased Premisci. 
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 he fore hi~ pcrson.~I interests. 

33. INDEMNITY. Lessee hereby releases nnd discharges the Staie of Tel(a.~ and the owner of the soil, their officers, employees, pnrtncrs, agents, contractors, 
subcontrnctors, guests, invitees, and tllcir respective succes.~ors and assigns, ofnnd from nil and any actions und causes ofnction ofovcry nature, or other hnm1, inc~ing:. 
cnvin)nmcntal hamt, for which recovery of dam11ges is sought, including, but not limitl'<I to, al! losses nnd c;,cpcnses which arc caused by the activities of Lesste, its 
officers, employee:i, nnd agents nrising out of, incickntal to, or resulting from, the operations of or for Lessee on the Lea.~ed Premises hereunder, or thnt may arise out err 
or be occasioned by Lessee's breach of nny of the tenns or provisions of this lease, or by any nther negligent or strictly liable aet or omission of Lessee. Fmther, ~• • 
hereby agrees to be liable for, exonerate, indemnify, defend and hold hnrmlcss the State of Texas and the owner of the soi!, their officers, employees and agent/, thet• 
successors or assigns, against any and all claims, liabilities, losses, damages, actions, personal injury (including <leuth), costs and expimses, or other harm for )tji:h• • 
recovery of dam,1ges is sought, under any theory including tort, contract, or strict !iabilily, including attorneys' foes and other legal e;,cpenses, including those reli!led 1'>• 
environmental hazards, on the Leased Premises or in any way rdatcd to Lessc1: 's failure to comply with any and all environmental laws; those arising from or in any way 
related to Lessee's op~rations or any other of Lessee's activities on the Leased Premises; those arising from Lessee's use of the surface of the Leased Premises; and \hose 
that may arise out of or bd occasioned by Lessc~•s breach of any uf the terms or provi~ions of this le;Lse or any other act or oml~sio11 of Lessee, its dlrector.i, officers, 
employllllS, partners, agents, contractors, subcontractors, guests, invitees, and their respective successors and assigns. Each assignee of this lease, or an interest therein, 
agreCll to be liubk for, exonerate, indemnify, defend and hold hurmk~~ the Statu of TcxuN nml the; owner of the soil, their officers, cmriloyccs, and agents in the same 
mnnner provided above in connection with rhc activities of l.csscc, it~ officers, employees., an,! agents as described above. EXCEPT AS OTHERWISE EXPRESSLY 
l.lMITED HEREIN, AU, OF nm INDEMNITY OBLIGATIONS AND\OR LIABILITlES ASSUMED UNDER THE TERMS OF THIS AGREEMENT 
SHALL RF. WITHOUT UMITS AND WITHOUT REGARD TO THE CAUSE OR CAUSES THEREOF (EXCLUDING PllE•EXISTlNG CONDTTlONS), 
STRICT JJAlm.rrY, OR THE NEGLIGENCE OF ANY PARTY OR PARTIES (INCLUDING THE NEGLIGENCE OF THE INDEMNIFIED PARTY), 
WHETHER SUCH NEGLIGENCE DE SOLE, JOINT, CONCURRENT, ACTlVE, OR PASSIVE, 

34. ENVIRONMENTAL UAZARDS. Lessee sha!l use the highest degree of care nnd all rensonnb!e Sllfeguards to prevent contruni11,1tion or pol!ution of nny 
environmental medium, including soil, surface waters, groundwater, sediments, and surface or subsurface strata, ambient Llir or any other environmental medium in, on, 
or under, the Leased· Premises, by any waste, pollutant, or contaminant. Lessee shall not bring or permit to remain on the Leu8ed Premises any asbeNtos containing 
materials, cxplo8ives, toxic materialM, or 8Ubstunces rei.,rulate<l as huzur<lou~ w11stes, hawrdous materials, hazardous substances (as the term "Hazardol!ll Substance" is 
defined in the Comprehensive Environmental Response, Compensation Md Liability Act (CERCLA), 42 U.S.C. Sections 9601, et seq.), or toxic substances under any 
fodcrnl, ~late, or local law or regulation ("Hazardous Materials"), except ordinary product~ commonly used in connection with Oil and Gas exploration an<l development 
operations and stored in the usual mannerand quantities. LESSEE'S VIOLATION OJi'TIIE F'OREGOING t'ROUJlllTION SHALL CONSTITUTE AMATEIUAL 
BREACH AND DEFAULT HUU:UNDER AND LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND DEFEND TIU~ STATE OF' l 'EXAS AND THE 
OW11i'ER OF THE son. FROM AND AGAlNST ANY CLAIMS, DAMAGES. JUDGMENTS, PENALTIES, UAIULIT[ES, ANll COSTS (INCLU:O(NG 
REASONABLE ATTORNEYS' FEES AJffi COURT COSTS) CAUSED BY OR ARISING OUT OF (l) A VIOLATION Of' Tiffi F'OREGOING 
PROHTlllTION OR (2) THE PRESENCE, RELEASE, OR DISl'OSAl. OF ANY HAZARDOUS MAn:RIALS ON, UND~:R, OR ABOUT THE LEASED 
PREMISES DURING l .ESSEJ<:'S OCCUPANCY OR CONTROL OF TIIE LEASED PREMISES. LESSEE SHALL CLEAN UP, REMOVE. REMEDY AND 
REPAIR ANY SOIL OR GROUND WATER CONTAMlNATION AND DAMAGE CAUSED UY THE PRESENCE OR RELEASE OF Ai'IY HAZARDOUS 
MATERIALS IN, ON, UNDER, OR ADOUT THE LEASED PREMISES DURL~G LESSEE'S OCCUPANCY OF THE LEASED PREMISES IN 
CONFOR.l\1ANCE WITH THE REQUIREl\,IENTS OI<' APPLICABLE LAW. THIS INDEMNIIIICATION AND ASSUMPTION SHALi, APPLY, llUT IS 
NOT LIMITED TO, LIADILITY FOR RESPONSE ACTIONS UNDERTAKEN PURSUANT TO CERCLA OR ANY OTHllR ENVIRONMENTAL LAW OR 
REGULATION. LESSEE SHALL JMMEDIATEL Y GIVE THE STATE OF Tl!:XAS AND THE OWNER Of THE SOIL WRUTEN NOTIC£ OF ANY 
BREACH OR SUSPECTED BREACH Of,'THIS l'ARAGRAl'I[. UPON LEAR\'ING Ol<'TIIE l'RESENCE OF ANY IIAZAlUlOUS MATERIALS,OR UPON 
RECEIVING A NO'flCE t.'ROM ANY GOVERNMENTAL AGENCY PERTAINING TO HAZARDOUS .MATERIALS WHICH MAY AFFECT THE 
Ll<:ASED PREMISES. THE OBLIGATIONS OF LESSEE HERE UNDER SHALL SURVIVE um EXP IRA TfON OR EAIU,Hm TERMINATION, FOR ANY 
REASON, OF TlllS LEASE. 

35. EXECUTION: Toi:! lease musr be signed and acknowledged by the Lessee before it L~ flied of record in the cow1ty records and in the GLO. 

J6. Ll<:ASE FJLING: Pursuant lo Chapter 9 oft!ie Tex. Bus. & C11m. Code, this lease must be fi led of record in the office of the County Clerk in nny county in which 
all or any part of the Leased Premises is located, and certified copies thereof must be filed in the GLO. This lease is not effective until a certified copy of this lease (that is 
made and certified by tbe County Clerk from his records) is filed in the GLO in nccordance with Tc:ocns Naturnl Resources Code Sec. 52.183. Additionally, this lease shall 
not be binding upon the State untes., it recites the nctual nn 1 tme c,)nsiderntfon paid or promised for execution of this lcnsc. The li.mus due the GLO nnd the prescribed 
filing fee sh~ll acco111pnny the certified copies sent to the OLO. 

Exhibit A - Addendum is attached hereto and 
11 incorporated by reference. 

•nty Cle k 
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LF~'iSEE: 

APACHE CORPORATION 

STATE OF TEXAS 

COUNTY OF HARRIS 

DT,4 /A-

(COR110RA TrON ACKNOWLEDGEMENT) 

BEFORE ME, the undersigned authority, on this day personally appeared fustin IL Matthews known to me to be the person whose name Is 
subscribed to the foregoing imtruments as Attorney-In-Fact of Apache Corporation an(! acknowledged to me that he executed the same for the purposes and 
consideration thtreln expressed, in the capacity stated, and as the act and deed of mid corporation. 

Given under my hand and seal of office this the / 8--fiJ day of~---c.,....., ...... ~~-----~• 2022. 

~t-ftYP(J 

® NAOMI BROWN 
~ Notary ID# 1080510-4 

oi: ,. My Commission Expires 
March 21, 2025 

12 
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LESSOR: 

CLAIRE K. FLYNN, Individually, and as Agent for the State 
of Texas 

STATEOFTEXAS 

couNTYOF TY"""'5 

BEFORE ME, the undersigned authority, on this day personally appeared CLAIRE K. FLYNN, Indlvi(lually, and as Ag,~nt fo r the State 
of Texas, lcnt)wll to me to be the person whose n,unc Is s11 bscribed to the foregoing lnstmment, nnd acknowledged to me thnt she executed the same 
fo r the purposes and co nsideration therei n el(pressed. 

\ A-,ca\Js...v Given under my hand and seal of office this --l,___day of _ _._Q__,__.j-+----\ __ __,, 2022. 

Notary P\Jblic, Sta 
My '4nvn. Exp, 09. 

10 No.132957 

B 

l 
J 

r ".) 
,., ('"'I 

.... _ {.:3_ 
' .mty Clerk 
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EXHIBIT A- Addendum 
To Oil and Gas Lease dated July 18, 2022, by and between The State of Texas, 

acting by and through its Agent, Claire K. Flynn, 
and Apache Corporation 

The tenns and provisions set forth in this Addendum are incorporated into and made a part of the Oil and 
Gas Lease referenced above. To the extent any term or provision contained in this Addendum is in conflict with 
or contradicts any term or provision contained in the main body of the lease, the terms and provisions of this 
Addendum shall control. The terms and provisions contained in this Addendum are intended to, and <lo hereby, 
amend and modify the terms and provisions contained in the main body of the lease. Unless otherwise expressly 
stated, all section references in this addendum are to the sections in the main body of the lease. 

l. PAID UP OIL AND GAS LEASE: This is a three-year, fully paid-up lease; and the delay rental 
payments for years two and three of this lease have been prepaid with the bonus consideration. No annual rentals 
are due. Consistent therewith, Section 3 and Section 9(a) are deleted and reserved. 

2. COORDINATION OF PUGH CLAUSES WITH CONTINUOUS DEVELOPMENT 
CLAUSE: In the first sentence of Section 7(a) the following phrase is stricken: "two (2) years after the expiration 
date of the primary term". This stricken phrase is replaced with the following phrase: "at the encl of the pri1!1NY:. 
term or the period of Continuous Development described in Addendum Section 3, whichever is later,". • 

• • •••••• • 
ln the first sentence of Section 7(b) the following phrase is added immediately after "expiration date c,f 

the primary tenn" and immediately before "this lease shall further terminate": 

• • 
"or the period of Continuous Development described in Addendum Section 3, ·whichever is later,". :••••• 

• 
•• • 

3. CONTINUOUS DEVELOPMENT: Notwithstanding subsections 7(a) and 7(b), if this leaie•i& • 
held at the end of the primary term pursuant to its terms, it shall continue to be held in its entirety (subject t(2"tht!. 
further conditions of this Addendum section 3) for so long as Lessee continuously develops the leased premises• 
by drilling and completing no fewer than two wells per year on the leased premises (or lands pooled therewith) 
during every year after the end of the primary tenn. For the first year after the end of the primary term, any well 
commenced prior to the cml of the primary term docs not count as a well for purposes of this section. Only wells 
spud and completed during an anniversary year period will count toward the minimum drilling requirements for 
that year. If Lessee fails to drill and complete at least two wells during any anniversary year after the end of the 
primary tenu, then this lease shall automatically terminate at the eud of that year as to the acreage amounts and 
depths as provided in section 7(a) and 7(b), and Lessee shall execute a release as provided in section 7(c). 
Notwithstanding anything contained herein to the contrary, during the period of continuous development the lease 
must be maintained by production in paying quantities or as otherwise may be provided in the lease or it shall 
automatically terminate. 

4. This section is deleted and reserved. 

5. Royalty Percentage. 

ADDENDUM 

(A) The royalty percentage for Oil under Section 4(a) shall be twenty five percent (25%). Oil 
includes all liquid hydrocarbons, including condensate and field drip, that arc extracted by 
separation equipment located at the central tank battery servicing the Lease or a pooled 
unit in which the Lease is included. 

(B) 

(C) 

(D) 

The royalty percentage for carbon black, carbon dioxide, sulphur or any other products 
(including water) produced (excepting Oil, Gas, or NGLs) under Section 4(e) shall be 
twenty five percent (25%). 

The royalty percentage for Non-Processed Gas under Section 4(b) and Processed Gas un<ler 
Section 4( c) for any given month X will be determined in the manner described in this 
Addendum Section 5(C). First, the Average Waha Index Price (AWIP) for month X~l (the 
month prior to month X) shall be calculated, according to Addendum Section 5(E) below. 
The AWIP for month X-1 shall then be placed into the appropriate row of the schedule in 
Section 5(D) below, which will determine the royalty percentage rate to be used for Non­
Processed Gas under Section 4(b) an<l Processed Gas under Section 4(c) for the month of 
X. 

Sliding Royalty Schedule 

A WIP $ / MMBtu 
Below $2.85 

Ro alt Pcrcenht -'C 

20% 
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$2,85 - $3.50 22.5% 

$3.501 - $4.50 25% 

Above $4.50 30% 

(E) Calculation of Average Waha f.ndex Price (AWIP) For Any Month. For any given month, 
the A WIP shall be the simple monthly average (i.e. the sum of the price for each day during 
the month divided by the total days in the month) of the price published in each day's issue 
of Platts' Gas Daily (as published by S&P Global) for such month under the heading "Final 
Daily Price Survey" for "Southwest" for "Waha" under the column "Midpoint" ( each day's 
price being the "GD Waha Index"). If the GD Waha Index is not assigned a value on any 
clay ("Non-Posting Day"), the price assigned to the Non-Posting Day shall be the average 
of (i) the last GD Waha Index posted prior to the Non-Posting Day and (ii) the next 
available GD Waha Index posted after the Non-Posting Day. If the GD Waha Index ceases 
to be published, all references to "GD Waha Index" shall be replaced with the Gas Daily 
location, in the aforementioned Gas Daily publication, under the "Southwest" heading that 
is in closest geographic proximity to Waha with a Midpoint closest to that of the GD V(Aha.=• 
Index during the six month period prior to cessation of the GD Waha Index. : ... :-• 

• 
• 

6. Pre Payout Royalty on Unleascd Interests. The following sentence is added to the end of Section 

• • •••••• • 
"The pre-payout royalty percentage described in this Section 20(a) shall be detem1ined in the same mannor 

described in Addendum Section 5." :•. • • 

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK] 

ct 0-y cf a 
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ADDENDUM 
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Reeves County 
Dianne 0. Florez 

Reeves County Clerk 

•VG-2335-2022-2022007249' 

Instrument Number: 2022007249 

Real Property Recordings 

LEASE 

Recorded On: October 20, 2022 01 :27 PM Number of Pages: 16 

" Examined and Charged as Follows: " 

Total Recording: $82.00 

*"0 "*,..*** THIS PAGE IS PART OF THE INSTRUMENT*********** 
Any provision herein which restricts the Sale, Rental or use of the described REAL PROPERTY 

because of color or race Is invalid and unenforceable under federal law. 

File Information: Record and Return To: 

Document Number: 2022007249 MITCHEL PETROLEUM /PICK UP 

Receipt Number: 20221020000016 

Recorded Date/Time: October 20, 2022 01 :27 PM 

User: 

Station: 

Rebecca G 

CLERK07 

STATE OF TEXAS 
Reeves County 
I hereby certify that this Instrument was filed In the FIie Number sequence on the date/time 
printed hereon, and was duly recorded In the Official Records of Reeves County, Texas 

Dianne 0. Florez 
Reeves County Clerk ~,~......_, D ji~ct 
Reeves County, TX 

I ::, .mty Cle k _J_~_ ,._ 
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CERTIFIED A TRUE AND CORRECT COPY 
OF THE RECORD ON FILE IN MY OFFICE 

Dianne 0. Florez 
Reeves County Clerk 

R A LJ.a/Y)a ck.) / 0- d D- d.Dd-d- By: ~ ~- Deputy Clerk 
Date 
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~ttstin, Z!texas 

Gtnmil Land Offic~ 
Relinquishment Act Lease Form 
Revised 9/21 

OIL AND GAS LEASE 

nns OIL AND GAS LEASE i~ made nnd entered inio to be effective July 111, 202l 

acting by nnd through its ugcnt, MOSHE KERR 

whose address k C/0 llarrls E. Kerr, 1701 North L Street, Midland, Texas 79705 

(the "effective date"}, by and between the State ofTexa~, 

said agent herein referred t,) as the owner of the soil (whether one or more) ("owner of the Silil"), nnd A.pache Corporation 

("Lcs., ce"), whos~ ncldrcss is: 2000 Post Ouk Boulevud, Suite lOO, Houuon, 'fuas 77056 

• • ....... 
• 
• • •••s•• • 

• 

1. GRANTL\fG CLAUSE; llESERVA TION; BONUS. for goo<l and valu::1ble consideration, the receipt and sufficiency of which nee hereby acknowledged, and the 
covenants contained herein, the Stale of Texas, acting by and through the owner oflhc soil, hereby demises, grants, leases and lctH unto Lessee the non-exclusive ~t +<' 
explore for, and the exclusive right to prod Lice and take, Oil and/or Gas from the L<:as,d Premises (d~fined below) on the terms and conditions set out in this lease. Losse•e s9 • 
right hereunder to explore for Oil und Gas from the Leas~d Premises is 11on-exclu~1vc. The Texas General Land Office (the "GLO") expressly retains and reserves the 
concurrent right to grant third parties (i) seismic, geophysical and geological permit~, and to enter into other ni,'Teements with third parties, which permits or 11gre~nts. 
shall allow such third partie~ to conrluct goophysic.11, gi:ological, or seismic survey9 on, over, un<lcr, thro11gh, and 11cross the land cnvcrcd herein during the term Cf tit~• 
lca~e. and whi,h seismic, geophysical, or geological surveys shall t10t unreasonably interfere with Lessee's drilling or production nctivitics on the Premises, n~~ (ii), 
ingress and egress and use of the Leased Premises by the GLO and its lessees and pcm1ittccs to explore for and produce minerals that arc not covered, or that mil!lt Ml•• 
be covered ia the funire, under the tenns of this tense, but that might be located within the surface boundaries of the Lensed Premises. All of the rights in nnd~o th~ 
Leased Premises retained by the GLO nrid all of the rights in and to the Lensed Premises granted to l,csscc herein shnU be exercised in such a mnnncr that neither shnll 
unduly interfere with the operations of the other. This lease is made and entered into subject to any existing rights of way, casements, geophysical or geochemical 
cxr,lorntion pcm1its. 

The bonu~ consideration paid for thi~ lease is us follows: 

To the State of Texas: One Thuu.iand, Eight Hundred Sevcuty-11l ve Dollars aad No/100s 

Dollars($ 1,875.00 

To the owner of the soil: One 'rtiousand, Eii;J1t Hundred Sevcnty-Hvc Dolfars a11J No/lOOs 

D,1llars ($ l,1175.00 

Total bonus considerntion: Three Thou.1,md, Seven Hundred Fifty Oollnrs n.n<i No/100~ 

Dollars ($ 3,750.00 

The total bonus consideration paid represents II bonus of _______ O_n_e_t_h_o_u_s_a_n_d_f_i_v_e_h_u_n_d_re_d ______ dollltrg ($ 1,500.00 ) per 
acre, 011 __ l_._5 ____ net acres. 

l. TERM. This lease shall be for a term of three ( J ) years and zero ( O ) months commencing on the effective dale (the "primmy 
term"), nm] as lung thereatl<Jr as Oil or Gas is produced in paying quuntiliea from the following "Leased Premises" (herein ~o culloo), to-wit: 

Part/Section: 40.0 acre, of land, more or less, being the Nortb<:ast Quart~r of the Northwest Quarter (N.E4 of the NW1) of Se.lion 26, Block 71, Public School Land 
Survey, A-5427, Reeves County, Texas. 

Block: 71 

Grantee/ Survey: Public School Land Survey 

/\cres: 40.0 

County; Reeve~ 

Abstract: 5427 

1 
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3. 8131::A'i l.tf~fffALf;. lfuo v, cit i., cv111.me11ced 011 the Lea.1ud ften1ise:., on 01 befi>.c one (1) ye.a ftotn the effi:cti, e ddtt, this k~ts .., shaH lenni11ate1 01.!css on 01 

eefo1e 5uch njj)Ji ,ctJl'IIJ dnte LC5Jec slmll p.tJ to lite o,rnet of1'.1c soil 01 to his c,cdit i11 !he B1111k, 
at 01 itJ succ.Bo,s (111,ie!t sht,11 eo.rti@e as the deposito,J regnmlcss ofchnngci in the 01mc1Jhi,, 
of said lo .r<il, 11,e nmonnt speei!icd !,el!, e., in nde!iiion, Lcmo shttll pttJ to !he COMMI5S lm;rnl Of TIIB GHOE!lA:t LMW Ofr!CE Of TIIE ST.\TE Of TElJ(i',S, 
I\T rl.UGTFH, TE)(/rS, a like sum on 01 bcfuie suiel dntc. Pn1rmnts 1111dcr this purn.,111,..lt sh.di ope • .1!0 as a 1eual and ~holl co,c1 !he p1i ♦ ilq;c of dcfeuhrg !Le 
cont1HCiiCc1nout ofa ndl h.n one (t)JCdt f1om .said dtr!c . Pa111ic11t., m.dc1 tf1is p,uag1a,,h Jh.iH be i.1 tl.e £0Hovting antotmts. 

Inn like •~mm1t1 and upon like payments a .. tt.,tmBy, the coum1cnccmcnt oftt well may he fmthtt dcfe11cd for successive pctiocls ofon ... (l) yun each dming the pritnmJ 
tc1t11. All payn1tz.~s of1e1rt\d to lhe ocxnc1 of l.itc soil n1 ,1y be fitude by check of Les.ice v~ w!J ~rssig .. ec of this tease, cmd ttrny be detive1ed cn1 ot befme tLe 1e11l\rl p~cyh1g 
0flle . If lhe 1lA11l1 eeaig11ol~d i11 lhi .i ~llft,t:l'tlflli (or il.i ijt1oo~uuor lm11lt) uhoultl ~00~0 Ii, e11iYl1 Y!JOflUFld lmai11t•~o, lh111iela10, fllil er Ile aijol!e~elael 11, &oalller b11111c1 er fur a,1,• 
ruo~i,n foil or relirno It, eeet.p! rel!!~!, LwMoe sht1II 11111 l,e held i,1 defi111!t f'llr ffliluro '" mftlte Ht1eh ru,monli ofrof!IHI 11111il il1ir1, (3Q) 1lt1)M 11!l:er tho 1111110P P:!flllo .1ail Ml,~11 
dcHrCI to Lcss ... c a.pzopcz 1ccozdabk. instnunc1d .ta.ill!.g anottcz bank as agent to 1c .... tive such payureats. 

4. ROY AL TY: All capitalized terms used in this !ease that are not defined in this lease shall have the meaning~ given them in Title 31, Part I, Chapter 9 of the Texas 
Administrative Code (tlie ''Rules"). Upon production of Oil, Gas, and/or other produ(;ts from the L~ascd Premises, Lessee agree~ to pay or cause to be paid ooe-half (l/2) 
of the royalty provided for in this lease to the GI .O, for r.he use and benefit of the State of Texas, and one-half (l/2) of such royalty to the owner of the ~oil, ench of the 
following royalties as applicnbk to the substances actually produced from ihe Lensed Premises andlor suhsC(!uent processing: 

(n) OIL: As a royalty on Oil, a monernry roynlty of twenty Ovc perce11t ( 15 %) of the value of the Gross Prnduction, unless the Commissioner of the 
Gcncr1tl l.ruJd Office of the Smtc of Texas (the "Commissioner") or the owner of the soil, nt the option of either, elects to tccclvc its roynlty in kind pms.int t0t 
sccti,ll\ 4(1), The value of the Gross Proifoction shall be calculated at the point the Oil is Ready for Sale nnd Use and without deduction for expenses, ns de::Me•t • 
in section (4)(k), and dctccmincd by the greatest of: (i) the highest posted price, plus premium, if any, paid or offered for Oil ofll like type and gravity.in the:. 
general area where produced nm! when run, (ii) the highest market price thereof paid or offered in the gcncml nrca whcr~ prnduccd ond when nm, or (§1' ttre• • 
gross proceeds of the sale thereot: See Addendum Section 5 for sliding scale royalty on non-processed gas '" 

(b) NON-1'.ROCESSEl> GAS: As a royalty on any Non-Processed Gas, a monetary royalty of twenty five percent ( 25 %) of the value of the Gross 
Production, unless the Commissioner or the owner of thti soil, at the option of either, elects to receive its royalty in kind purstJant to section 4(1), The valtJe of 
the Gross Production shaU be calculated (i) at the point at which the Non-Procmed Gas is Ready for Sale and Use an,1 without deduction for expenb.,.1¥1:. 
described in section (4)(k), (ii) 011 a Dry Gas basis as to both volume and energy content (ua de~cribed in the ~ectlon 30 definitions below), and (iii) based Tm tho 
Wgher of: • 

(A) the highest market price paid or offered for Gas of comparable quality in the gene ml nrea where produced and when run; or 
•• • . " . ••• 
•• • 

(B) the gross price pnid or ottered to the Lessee; provided that the nmximum pressure base in measuring the Gas under this lease contract shnlCcqtial. • 
14.65 pounds per square inch absolute, and the slnndard base temperature shall be sixty (60) degrees Fahrenheit, correction to be made for pressure MC\lrding to 
Doyle's Law, nnd for sped fie gravity nccording to a test made by chromatographic annlysis or the Balance Method. 

Provided, however, that ifNon-Pt'ocesscd Gas is sold to a parent, subsidiary or affiliate of Lessee, then the royalty due hereunder shall be bused 011 the value 
of the Gas as either Non-Processed Gas or Processed Gns, as the cnse may be, in the first sale ton third party in an ngreement negotiated nt arm~' length. 

See Addendum Section 5 for sliding scale royalty on processed gas 
(c) PllOCESSl!:D GAS: Ju a royalty on any Processed Gas, Le~~ee agrees to pay a monetary royalty of twenty five percent ( 25 %) of the value of 

the Residue Gas and the NGLs cxtructcd, unless the Commissioner or the owner of the soil, at the option of either, elects to receive its royalty in kind pursuant 
to seclion 4(1), ·me value of the Gross Production shall be cnlcu!ated at the point the Rcsi<lue Gus un<l/or the NGL!i, respectively, are Ready for Safo an<l Use. 
All royalties due herein ghall be on 100¾ of the volume of the Gas prod11ced from the Leased Premises (calculated on a Dry Gas busia as to both volume and 
enerb'Y content, a.~ dcs~ribed in the section 30 definitions below) as measured or attributed at the inlet of the Process ing Plant. The royalty due from Lessee 
hereunder shall be based 011 lhe greater value o I: 

(I) the sum of the values of(A) JOO% of the Residue Gas M~1Btus attributable to the (la.q detennined at the plant recovery efficiency applicable to 
c11d1 NGL com))(111cn1, plus (B) the net value of the NGLs after dcductiort of alt applicable Gas processing fees aild/orthc value of the NGLs at the applicnblc 
liquids percent of proceeds accruing to the Processing Plant; or 

(2) the sum of the values of(A) LOO¾ of the available Residue Gas MM11tus atnibutnblc to the Gas, plus (B) the value of the NGL, nt the np11licahle 
minimum liquids POP%, established herein in section 4(d), without dcducti1ln or reduction in ihc value of the NGLs by a percent of proceeds or any other fees 
or adjustments 1lf any tYJ1c, form, or character, or 

(3) the "keep \Vholc" value of the Ga.q as described in sedion (4)(t). 

For purposes of calculating the royalty due hereunder, the respective vulu1,-s of the Residue Gas imd the NGLs ~hall be ba<Jed on the greater of: 

(I) the highest market price paid or ollcrcd in the general a~a for (A) any Pipeline-Quality Re.qiduc Gas, and (D) NGLs, as either Raw Mix or 
merchantable and marketable commercial grades and/or blends of each of the individual components, after fractionation, of comparable quality in the general 
area, or 

(2) the (A) gross price paid or offered to Lessee for such Pipeline-Quality Residue Gas, and (B) weighted monthly aver.ige gross selling price for the 
respective grades of NG ls, as either Raw Mix or merchantable and marketable commercial grades an(Vor blends of e.-ich. of the individual components, after 
fraciionation. 
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No fees or cost~ of any kind shall be deducted from the value of Gas that is bypassed around a Gas Processing Plant and then blended with Gas that was processed 
to remove liquefiable hydrocarbons nt, or nt a point downstream ot: the tai lgate of the Processing Plant, a.le.a. "conditioning". The value of Gas bypas~ed uround 
a plant in which no liqueliablc hydrocarbons or NG Ls arc removed from the Gas shall equal that for Non-Processed Gus per se.ction (4)(b). 

Providi:d, however, th,it if NOLs lll'C recovered from Gas processed in a plant in which Lessee (or its parent, subsidiary or affiliate) OWll!I an interest, then tile 
l'Ol'¾ applicable to NG Ls shall be the greater of (x) the applicable POP% per section 4(d), or (y) the highest percent nccnaing to a third party proctssing Gas 
thl'augh such plant uoder a processing ngrccmcnt negotiated nt arms' length. 

(d) APPUCARLE MINL\IUM LIQUIDS PERCJ,:NT OF PROCEEDS: (1) lltc applicable miuimmn liquids percent of proceeds ("POP%") ofUic total 
nvnilahlc liquid hydmca.."l>m1 content voluu1e for all NG Ls, except ethane; shall, regardless of the natural Gas liquids recovccy process or Gas pmcessing 
ngreement term.~ ancVor conditions, be equal to the following: 

(A) 70¾ for Oas with a heating content or BTU value equal to or greater than 1 !00 BTU/SCF; 
(B) 60% for Gas with a heating content or BTU v11luc equal to or greater than 1070 BTU/SCF but less than 1100 BTU/SCF; and 
(C) SO¾ for G,18 with a heating content or BTU value less than 1070 DTU/SCF. 

(2) 1l1e available liquid hydrocarbon volume, in gallons, of each NGL component used to calculate the value of the NG Ls at the nppliciiblc POP¾ 
sh.-iU equal the product of (A) the Processing Plant ink! Gns volume, in MSCF, on a Dry Gas bm1is, tilne:i (B) tht: gnllons per MSCF of each component cakulutcd 
per the applicable standards, ut 14.65 pounds per square inch nb~olute ~nd 60° Fahrenheit, according to u test made by chromatographic analysis of the Gas, 
except cthmc, where th~ theore'lical gallon~ of ethane availnble in the Gas shall be reduced by the Processing Plant recovery efficiency of ethane then being 
specified in processing ugreements negotiated at arm's length between tlic Lessee and the plunt for each dedicated Pr~ssing Plant and each l'nx;eNsing l'lant 
thut muy process tbc Gas in 11 s.:rics of plant's. 

(3) The available Residue Gas MMBtu amount used in the calculation of the royally vnluc in section 4(c)(2) sh11ll cqunl the product of (A) the 
Process ing Pinnt inlet Oas MM[ltu :imount less the sum total MMBtu of shrinkage calculated for the avnilnble liquid hydroc:irbon volume in section 4(d)(2) for 
ench NOL component, times (B) one (1.0) minus the lesserof(t) the pl:int file! MMBtu percentage divided by 100%, or (2) 0.035. :. • • : • 

• 
(e) OTHER PRODUCfS: As 11 royalty 011 carbon bh1ck, curbon dioxide, sulphur or any other products (including water) pmduced (excepting Oil, Gns_, orf.'11,~ • 

nclclrcsscd separately above), Lessee agrees to pay a monctmy roya lly of twenty five percent ( 25 % ) of the value of the Gross Production et such 
products, unless the Commissioner of the General Land Office of the Stale of Texas (the •·commissioner") or the owner of the soil, nt the option of either, elcr.it~ 
to receive its royalty in kind pursuant to section 4(1). The value of the Grus~ Production shuU be calculated ut the point the other producls un:: Ready for Sulc um.! 
UBe imd without deduction for expense8, as described in section (4)(k), such value to be based on the higher or. 

(1) the highest market price of each product, during the 8ame month in which such product i8 producf.ld; or 
(2) the uvernge gross sale price of each product for tltc same month in which such products arc produced. 

• • •••••• 
" • 

(I) KEEi' WHOLE: Notwithstanding any other provisio11 ofthi8 lease to tllc contrary, Lessee may not pay a royalty hereunder for Processed Gas that is lcl·tlian• • 
the n-iynlty thnt would have been due under section 4(h) fo r the totnl cneqw content of the Processing Plant inlet Gas ifit had not been processed. • • • 

••• • • • 
(g) NON-SALES DISPOSlTIONS: As u royalty on non-sales dispositions of Gas, including but not limited to vented Gus, flared Gns, flash Gas ond lca!c fut► 

Gas, Lessee agrees to pay a royalty based 011 the royalty provisi1)1\S for Norl-Processcd Ga~ described ii\ section 4(b) of this Lease (but without requirement of 
mcrchnntability or n1nrk.etabllity) if the Gas produced from the Leased Premises is not processed; otherwise, the royalty on non.-.;nle~ dispositions of Gas shall be 
based on the royalty provisions fo r Processed Gns described in section 4(c) for Residue Gas . If, for whatever reason, there are no Gas sn\es dispositions, then 
Lessee llb'TCCS to pay royalty on one fourth (1/4) part of the totnl energy cnntent of the Gns, in MM Btu dctennined <m n Dey Gas ha~is, hascdon the posted market 
price of natural Gas nt the nearest applicable Gas market huh in $/MMB~.1. 

(b) Pl,AN'l' FUEL ANU RECYCLEU GAS: No royalty shall be payable on any Oas as may mpresent this lease'R proportionate share ofauy fuel used to process 
Gas produced hereunder in any third prnty Gus processing plant pursuant to section 4(c); provided, however, that this lease's proportionate share of any tiuch fuel 
used to process Gas shall be the lesser of(!) the plant fuel MMBtu p<:rccntage of the towl plant inlet MMBtu amount (as detennined by contract or, if none, by 
actual MMBtu amounts), or (2) 3.5¾, and royalty shall be payable on My Gas in excess of that lesser amount. Subject to the consent in writing of the GLO, 
Lessee may inject Gas for secondary or enhanced rncovery op<:rntions or for Gas lift purposes into uny Oi!- or Gas-producing formation in the LeaM\-><l Prcmisc8 
after the liquid hydroca,bons contained in the Gas have been removed, and no royalty shall be payable on the Gas so injected until such time as the sumu IT.Uty 
thermtfter he produced. and so Id or used. 

(i) CONSERVATION: lessee shall use all rcasonnhlc means to prevent the underground or above ground waste of Oil or Oas and to avoid the physical waste, 
t1aring or venting of Gas produced from the Leased Premise~. 

(j) DU'TY TO MARKET: Lessee shall exercise due diligence and use all reasonuble effotts in marketing nny and all production from the Leased Premises, at no 
cost to owner of the soi!, to obtain the best price reason.ably o.vnilablc for the Oil and Gas. 

(k) NO DEDUCTIONS: Except for fees or deductions that may be pcnnit1cd pursuant to section 4(c), Lessee shall pay or cause to be paid royalty due under L'lis 
lease without deduction for the cost of producing, gathering, storing, separating, treating, dehydrating, conditioning, compressing, processing, transpo1ting nod 
otheiwise making the Oil, Non-Processed Gas, Processed Gas, and other producis hereunder Ready for Sale and UHe, whether borne by Lessee or by third­
party purchasers and whether stated as a deduction from the price or an adjustment to the price based on location or condition. If any contract by which Lessee 
or an Alliliatc of Lessee sells Oil or Gas produced hereunder makes c.Jeductions or adjustments to the price to account for costs of producing, g.ithering, storing, 
separating, treating, dehydrating, conditioning, compressing, processing, or transporting of Oil or Oas produced from the Leased Premises, then such 
deductions slu1U be added back to the price received for purpo~es of computing the Gross Production upon which royalties are to be paid, The owner of the 
soil, the GLO, and Les~et agree that the foregoing provision is to be given full elkct and is not to be constmed as "surplusage" under Heritage Resources. 
Inc. v. Natiombank, 939 S.W.2d I 18 (Tex. 1996). 

(I) ROYALTY IN KIND: Lessee shall pay monetary royalties based on the value of the Gr,)ss Prnduction from the Leased Premises, unless the GLO orthe owner 
of the Sl)i!, 111 the l)ption of either, elects to receive its royalty in kind. Lessee shall pay Oil or Gas royalty, or both, in kind without deduction for expenses, as 
described in section (4)(k), necessary to make the Oil, Gas and nny other products Ready for Sale and Use. Tiie owner of the $Oil or the GLO may change its 
election to take royalty in kind or monetary form at My time or from time to time by giviag Lessee notice of such election not less than sixty (60) days in advance. 
If the owner of the soil or the GLO elects to take its royalty production in kinrl, it mny elect to have the royalty production of the Oil, Gus, and any other products 
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tlmt nre in a Rendy for Sale nnd Use condition delivered in kind ut the location Lessee sells ita production, or nt another location mutually acceptable to owner of 
tht: ~oil or the GLO and Lessee. Ltsset: shall bear ull costs to the point of delivery. If the GLO or the owner of the soil dect~ lo take it~ royully in kind, the 
parties agree to execute either the State's fonn of Gas Balancing Agreement or any other agreement that is acceptable to owner of the soil or the GLO and Lessee. 

SEl'AltATJON: Lessee agrees that before any bydroca1bons in liquid fotm and any Gas produced from Ute Leased J:'l"Cmiscs is sold, transferred, surface 
cumminglci! with the pr,xluction from any other leuse tract and/or pookd unit, or is used or pro<X-"!lsed in a plant, it will be nm free of cost to owner of the soil 
und the GLO thrnugh 11 gravity-based Oil and Gus scpur11tor of convcntionnl type und of ndcquace size nnd efficiency such that nil liquid hydrocarbons rocovcrable 
from the Gas by such 01Cnns sholl oo rccovcn.--d. Upon wtittcn consent of the GLO, Lessee mny apply other forms of separation equipment that arc at least as 
efficient as a gravity-based separator upon such tem1s nnd conditions as prescribed by the GLO. Upon written consent of the GLO, the requirement thut such 
Gas and liquid hyd.mcarbons be nm through a sepnmror or other t.quipment mny be waived upon such terms n.nd conditions as prescribed by the GLO. Lessee 
must request nnd obtain a waiver iJ1 writing from the GLO before the installation and/or use of any full well stream/wet Gus/multiphnsc flow meters that measure 
any production on or frorn the l.eoscd Premises. 

COMMINGLING: Lessee must obtuin prior written permission from the GLO per 31 TAC §9.35(aX3) before surface commingling Oil und/or Gas production 
from a state lease or pooled unit with the production from nny other private or state lease and/or unit into (i) a common manifold and/or separator, (ii) common 
storage, (iii) a common gathering system or pipdlne, or (iv) to utllize an off-lea~e Gas supply to u*ct Ga., for Hft purpo.~es into any Oil- or Gaa-producing 
fonnation in the Leased Premises. These requirements are in addition to, and apart from, the requirements of any other ~late and/or federal agency. 

METERING: Lessee agrees that uny hydrocarbon.~ in liquid form and any Gus produce<! from the LeaSt.'<l Premises shall be mcu.~ured separately before the 
liquid hydrocarbons and/or Gas leave the Leased l'romises. Lessee agree3 to comply with nil applicable American Gas Association (AGA) Standards, as well iw 
the American Petroleum Institute (Al'[) Manual of Petroleum Measurement Standards (MPMS) for any measurement device or tallk that covers the standards, 
practiceg, guidelines, recommendations and procedures which include, but .ire not limited to, the design, installation, calihration, testing and handling of sample~ 
nnd opcrntion of a metering system used for the measurement of hydrocarbons in liquid form or Gas at any meter location on the Leased Premises, at a point of 
lease custody trnnsfer, for the purpose of lease nllocntion in the event of surface commingling, or for the reporting nnd allocation oflensc file(, flared Gas volumes, 
v,'.ntcd volumes or nny other lease use. • • •••••• 
ROYAL TY ON CONTRACT SETTLEl\-lENTS: Lessee sha!l pay to the owner of the soil an<l tho GLO royalty nt the ,lpplicnbtc royalty rate on any m~nctnry 
settlement received by Lesse,~ from nny brench ofcontrnct by Lessee's purchaser relating to the murketing, pricing or taking of Oil or Gas productton !%iv~~. 
Leased Premises. • 

• 
5. l' A YM£NTS, SUDMISSIONS AND NOTICES TO LESSOR: 

(•) 

(b) 

(c) 

MONETARY ROYAL TY PA Yl\U~NTS: All royalty owed to the GLO hereunder and not paid in klnd at the election of the GLO shall be paid to tlte GLCi 
at Austin, Tc,ca~. in the following manner: payment of royalty on pruduction of Oil and Gas shall be as provided in the Rules. lhe Rules currently prov~ •t~Ji• 
royalty on Oil is due nnd must be recdved in lhc GLO on or before the !11th (Slh) day of the second (2"") month succeeding the month of production or su,h 
later date as may be prc,cribed in the Rules. Royalty on Gas is due and must be received in the GLO on or before the fi fteenth (151h) day of the seco114 (2nd~ 

month succeeding the month of production or such later date as may be prescribed in the Rules. All royalty payments must be accompanied by the a%fid'.i.-i:• 
of the owner, mnnngcr or other authorized agent, completed in the form and monncr prescribed by the GLO and showing the gross amount n.nd dispos!t~n <\f 
all Oil and Gas produced amt the market value oftbc Oil and Gas, Lessee must maintain, and n1nkc available to the GLO upon request, copies of all doctn~I\, • 
records or reports confirniing the Gross Productiou, di sposi tion and market value including Gas meter readi11gs, pipeline receipts, Gos line receipts and other 
checks or memoranda of tho amount produced and put into pipelines, tanks, or pools and GM lines or Gas storage, and nny other reports or records which the 
GLO may requi re to verify the Gross Production, disposi tion and market value. In all cases the authority of a mnnager or ngent to act for the Lessee herein 
must he filed in the GLO. K1ch rnyalty payment shall be accompnnied by a check stub, schedule, summary or other remittnnce advice showing, by the assigned 
GLO lcnse number, the nmount of royalty being pai<l on each lease. 

MANNER ANU 1lMELINESS OF PAYMENTS: A monetary royalty payment th.it is not 8Ubmittcd electronically shall be considered timely paid if 
dcliven:<l to the GLO 011 or before the upplicable due date or if depos ited in a postpaid, properly addressed wrapper with a post office or official depository 
under the care and custody of, and postmarked by, the United States Postal Service at least one(!) day before the awticable due date. A payment that is 
submitted electronically shalt be considered timely paid if such payment is successl'\llly trammitted to the proper account with the Comptroller of the State of 
Tex.is on or before the due date . 

1•1o:NALlU:S AND INTP:IU:ST: Lessee shall pay penalties and interest due cm late royalty payments and other xurns due, and for failure to provide 
documents, (whether physical documents or infonnntiort in electronic form), as provided by law or the Rules. The right to collect penalties and interest is in 
addition to, and shnll not in nny wny limit or restrict, the rights of the GLO to purnue other remedies at law or in equity, including without limitation forfeiture 
of th is lease. If Lessee pays royalty on or before thirty (30) dnys after the royalty pnyment was due, th,:m Lessee owes a penalty of five percent (5%) on the 
royt1lty or twenty-five dollars ($25.00), whichever is greater. A royalty payment which is over thirty (JO) dnys lnte shntl ace me n penalty of ten percent (1 O¾) 
of the royalty due or twenty-five dollars ($25.00), whichever is greater, In addition to a penalty, royalties shnll nccrue interest when the royalty L'i sixty (60) 
days overdue. Affidavits and supporting documents which arc not filed wh<-"ll due shall incur a penalty in nn amount set by the Rules that were in effect on the 
date when tb.c affidavits or supporting documents were due. The Lessee shall hear nil responsibility forp11ying or causii1g royalties to be pnid ns prescribed by 
the due date provided herein. Payment of the delinquency penalty shall in no way operate to prohibit the State's right of forfeituro as provided by law nor act 
to postpone tl1e date on which royalties were originally due. The above penalty provisions shall not apply in cases of title dispute 11s to the State's portion of 
the royalty or to that portion of the royalty in dispute a, to fair market value. 

(d) PA Yl\1ENTS, NOTICES, AND CORRESPONDENCE TO LESSOR: Lcs~ce shall as8ure that all royalty pnymcnlq, shut-in royalty payments, cMuy rentals, 
and all other payments due under this lease, as well as documents, reports, notices, and other information, unless e,cpressly provided herein tlurt such payment 
or information be directed to another office, are directed to the following address: 

rt' to the owner of the s,1il, to the address first listed above. 

If to the GLO: 

Texas Gc11crnl Lnnd Office 
P.O. Box 12873 
Austin, T~xa~ 711711-287.l 
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or 

Texas General Land Office 
1700 N. Congres~ Avenue 
Austin, Texas 78701 

or such other address as may then be specified in the Rules. Any payments submitted ckcuonically shall be delivered by electronic funds trnnsfcr to the proper 
account with the Comptroller. 

(c.) NOTICES AND CORRESPONnENCE TO l .li:SSEF.: No tices and correspondence to Lessee shnl! be sent to the ncldrcss shown above or such other address 
as Lessee shall providl! in writing to the owner of the soil and the OLO. Any such notice of change of address must speclftcally reference this Lease. 

6. RECORDS: 

(11) llESt:RVE;S, CONTRACl'S AND OTHER Rl!:COIUJS: Upon writren request by the GLO, Lessee shall annually f\imish the GLO with its be~t po~sible 
estimate or Oil and Ga~ reserves underlying this lease or allocable to this lease and shall furnish the GLO with copies of all contracts under which Gas is 8old or 
processed and all subsequent ngrecnwnts and amendments to such contracts wiihln thirty (30) days after entering into or miking such contn1cts, agrt:1:mcnt8 or 
amendments. Such conlrncts and agreements when received by the GLO shall be held in confidence by the GLO unless otherwise authorized by Lessee. AIi 
other contracts and records pertaining to the production, transportation, sale and !llarketing of the Oil and Gas produced from these Leased Premises, including 
tho books and accounts, receipts and discharges of all wells, tanks, pools, meters, and pipelines shall at all times be subject to a Lid it, inspection, and examination 
by the GLO, the Attomey General, the Governor, or the repre~ntative of any of them. 

(h) PERMITS, DRILLING RECORDS AND REQUIRED FILINGS: Written notice of all operations on this lease shall be submitted to the GLO by Lcsst'<l or 
opcrncor five (5) days before spud date, worlcover, re-entry, temporary abandonment or plug nnd ahandonmcnt of any welt or wells. Such written 11otice to the 
GLO shalt include copies of Railroad Commission fom1s for npplicntion to drill. Copie.~ of well tests, completion rep,1rt.~ nnd plugging reports shall he si.rplie<I, 
to the GLO nt the time they are filed with the Texas Rai lroad Commission. All applications, permits, reports or olhcr filings that reference this leasc:>f lflf • 
specific well on lhc Leased Premises and that are submitted to the Texas Railroad Commission or any other governmental agency must have the word "State•~ 
as the first word in the title. Additionally, in accordance with Railroad Commission rules, nny signnge on the Leased Premises for the purpose of iden;~~ • 
wells, tank batteries or other associated improvements to tbe land must also include the word "State." Division orders must be submitted to the GLO~ithin 
thirty (30) days of first production. GLO shall not be required to 6ign any division orders. Lessee shalt supply the GLO with any records, mcmor.mda, accounl!i, 
reports, cuttings and cores, or other information relative to thtl operation of the ubove-<lescribed Leased Premises, which may be requested by the OLO, in nddition 
to those herein expressly provided for. Lessee shall have a basic electrical log as defined by the Railroad Commission made on the bore-hole section, from the 
base of the surface casing to the iota] depth of well, of all wells drilled on the abo ve described Leased l'remises or such other log or logs as a reasonafU~gi.c?. 
prudent operator would run and shall transmit a complete suite of such logs on each well to the GLO within fifteen ( 15) d3ys afler the making of said log:,i 

• 
(c) l'ENALTlF.5: LeSliee snail incur a penalty whenever reports, documents or other materials are not filed in the OLO when due. The penalty for late fililli•hall. 

be set by the GLO admini,trntive ruk whid1 is clfoi:tivc un the date wlwn the mau:riuls wi:1-c due to the GLO. : • • • • 

••• 
7. R•:TAINIW ACREAGE: Notwil11~t11nding any provision of this lcnsc to the contrary, after a well producing or cnpublc of producing Oil or Gns hns been conJilc!'-d• • 

on the Leased Premises, Lessee shall eic:crcisc the diligence of a n:P-~onably prndcnt operator in drilling such additional well or wells r.s may be reasonably necessary for the 
proper development of the Leased Premises and in marketing the production thereon. 

See Addendum Section 2 for replacement language 
(a) VERTICAL: (n the event this lcnsc is in force nnd effect i11 whole or in part, h . 11 t2 ➔, 0111'!1 ,~Aer the e111,i1nlii111 da!e o~.lhil ~rilH9f)' lill'lll it ~hall theu tenninnte 

as to all of the Leased Premises, EXCEPT as to the following acreage amounts for welts drilled under this tense capable of producing in paying quantities (including a shut­
in Oil or Gas well as provided iJ1 section 11 hereof), or a well th.it has been splld and upon which Lessee is then engaged in continuous drilling or reworking operations: (l) 
the lesser or 40 acres or the 11mounl of acreage ussigned to un Oil well for proration purposes under special field rules; (2) the lesser of 80 acres or the nmount of acreage 
assigned to a Gas well for proration purposes Lmdcr special field rules; (3) for horizontal drainhole well., the amount of acreage retained shall be the greater of40 acres or 
the amount of acreage detennined by the following formula: 0.032 x L .. A, where L .. the lenJ,>111 (in feet) of the horizontal ltuer.11 component of lhe welt from the first 
takepoint to the last takepoiot and A .. the area retained (in acres) provided that, if A is not divisible by the number 20, A will be ruum!ed up to the next number divi8ible by 
20, i.e. (0.032 x 4500 feet= 144 acres, whjch rounds up to 160 acres); (4) if more acreage is required than is pro\'ided for in (1), (2) or (3) above in order to obtain the 
maximum allowable under special field rules for the permitted or producing iJ1terval or intervals, upon written approval from the GLO, such number of acres that are 
required to obtain the ll1l,xwum allowable as required by the spcci,li Jicld rnles us upprovcd by tho Railroad Commission of Tc1ms, or any successor agency, or other 
governmental authority hnvingjurisdiction; or (5) the number of acres held in a pL1ok<l unit p1mmnnt lo Naturnl Resources Code Sections 52.151-52.154. After tcnninntion 
pursuant to this subsection, each tract retained shall be considered a scp11rntc lease and must be mainmincd independently. Lessee shall retain the rigbt of ingress and egress 
on and ncross the terminated portion of the Leased Premises as mny be rcasonnbty n~ccssary for the continued operation of the portions of the lease remaining in force and 
effect. Further, Lessee shall retain nn ea~ement for it~ pipelines, tank batteries or other ~urface equipment or inRtnllntions on the tcnninated acreage for so tong as they 
continue to he used for the development and operations on the retained acreoge. 

See Addendum Section 2 for insertion text. 
(b) HORIZONTAL: Two (2) years atlc:r the expm1t1on ante ot tile pnmary tcnn tn1s lcilsc snau turtlicr t¢ntllnatc ns to those depths stipulated as follows for ench 

tract retained in section 7 (a) ab-Ovc: for vertical wells, I 00 foet tnic vertical dcpLh below the deepest then producing perforations; for horizontal wells, 300 feet true vertical 
depth below the deepest depth reached by the horizontal lateral between the first takepoint and the last takepoint, and for acreage retained that is pooled or unitized, all 
depths above and below the pooled or unitized interval. If a well has heen spud and is being drilled over this tennination date, the acre~ge rerained by said well under section 
7 (a) shall be held as to all depths for so long as such operations i:ontinuc diligently in a workmanlike manner without intem1ptions totaling more than siic:ty (60) <lays in the 
aggregate (or such lunger period of intt>m1ptions as may be approved by the Commissioner ur his authorized dcsignee) until compktioo of a well capable of producing in 
paying quantities or as a dry hole. Upon completion of a well as described in lhe preceding sentence (with "completion" defmed as the earliest of (I) fourteen days after the 
release of a drilling rig capable of drillini; to the t11rget forrnution, (2) fo1ty-eight hour~ after the relt111s~ of a finishing rig, or (3) upon filing of a completion report at the 
Texas Railroad Commission), or ifno such well capable ofpro<lucing in paying quantities is completed within the stated period, the acreage retained sliall then tenninate as 
to those depths as pmvidcd in this section. 

(c) m~~NTW£CATION ANO FlLING: The surface acreage retained hcrc1111dcr as to each well shall, as nearly ns practical, be in the form of a sq11nrc for vertical 
wells or a rectangle for horiwntnl wells, with the well located in the center thereof, or such other shape as may he approved by the GLO. Within thirty (30) days aficrpnrtial 
tcrminntion of this lci,se ns provided herein, Lessee must execute P.nd record a release or releases containing a satisfactory lcgnl description of the acreage nmL'or depths not 
retained hereunder. The recorded release, or a certified cory of same, shall be filed in the GLO, within thirty (30) days of recording accompanied by the filing fee prescribed 
by the GLO mies in effect on the date the relen,,e is filed. ff Lessee foils or refuses 10 c:i:ecute and record such release or releases then the GLO, in its sole discretion, m1w 
designate, hy written instmmeut, the acreage and/or depths that have termi1h1ted hereunder, and record such instrument lit Lessee's c1tpcnse in the county or cot1nrics where 

5 

5 



2022 - 20'12007252 10/20/2022 01:27 PM Page 6 ot 16 

the leuse is located and in the official records of the GLO, i.llld such designation shall be binding upon Lessee for all purposes, If at any time after t!Je effective date of the 
partial termination provisions hereof, the applicable field mles are chang~d or the well or wells located thereon are reclassified so that less acreage is thereafter allocated to 
said well or wells for production purposes, this lease slmll thereupon tenninare as to all acreage not thereafter allocated to said wdl or well~ for production purposes, and 
Lessee shall file a release or releases in the same manner as provided above. 

(d) l-'IEL0 RULES AND EXCJ<.:l"l'lONS: If Lessee seeks to amend existing field mien to establish field rules applicable to U1c Leased Premises. and if Lessee 
requests a hearing for U,e nmendm:nt or establishment of field mies, or if Lessee requests the consolidatlon of existing field rules or an exemption from field n1lcs or 
statewide mies, or if Lessee seeks to adopt field mies different from those in use in the immediate nrea, Lessee shall notify owner of the soil and the GLO of such request 
prior to any Railrond Commission bearing and provide all exhibits to the owt1er of the soil and the GLO relative to such hearing. Any attempt by Lessee to establish, amend, 
consolidate, or cxen1pt ~uch field rules without owner of the soil's and the GLO's prior consettt shnll Mt be applicable 10 the Lensed Premises unless and tu1til such consent 
is given. 

R. OIIFSF.T WF.1.LS: If Oil ancl/or Oas should be produced in commercial quar1titics from a well located within the npplicnblc statutmy offset distance from the area 
included herein, or which well is draining the area covered by this lease, the Lessee shall, within one hundred (I 00) days a.ftcr such initial production from the draining well 
or the well located wiihin the applicable statutory offact distance from the nrea covered by this lease, begin in good faith and prosecute diligently the drilling of ,lil offaet 
well on the area covered by this lease, and such offset well shall be drilled to such depth us may be necessary to prevent the undue drainage of the area covered by thls lease, 
and the Lessee shull use all means necessary in a good faith dfort tu make such offset well pro<luci, Oil and/or Ga~ in commercial quantities. Only upon the determination 
of the GLO with it~ written approval, may the payment ofa compensatory royalty sat.isfy the obligation to drill an omet well or wells required under this section. 

9. OKY HOLE/CESSATION, DRlLLING, AND KEWORKING: 

(11) If, ducin., the pci11m., ICllll l,ctco!; 11itl.iu .,i.<t) (68) d~y.1 ofa lcmc u1111i,c1.1scy date, (i) l.c.1.1.c .11.uuld co,uplctc a well l<5 a cl,, hc,le, <ii (ii) p.c,dactic111 ,hcmld 
s~a11e, lh,i11 Ike la11ne i!I 1fli,il'!tai11ed ,we, 1110 R1111il•of11RI)" tl11to willle1il Iha ii11-ymenl oh tl~l11~• FOAIRI. lh Al)' kale in eom1ileleEI or ~rnEluelion e, dFilli11g orioralienF, eo;1se Hl8Fe 
thau sLttj tr,o; days before tt lca.<e anuivcts.uy d.11.c, a dday 1tmnl ttw.,t be paid ot1 ot bcfo1c s .. JClt nrtnivcr.,mJ dntc to umi1ttttitt the le.de .md upon faihttc to rmdcc such 
r,11)'ffi011t lhll le8se sl111J: 1e,mi118li.l u~le.~s ~lho~.ise 1,elfl o,e.r 1ho 81tni,e1sal".) (late h)• 11odili611sl tl,illi~,g e~eP1,tio11s tJP ,e e91 1,eli, h11m1t efr,,ofluelitl11 OUfi1tg the si,~I) E60) 
.-!~) -l p,io, to the ~Mi ,ec1t1r, eiftte. If, d.1ri11s t!te 111.,t )et.r i,fllle r,rim11i, tel'I,,, tile p. t><hret :el'l'efOil er G~.1 .1lrn11le ecft.,e, LcHe.e'1 l'igl'tt, ,hftll 1cmui11 ir, foll feiree 1111■ effe~ 
11 i1h01:1t tt.r!lier or,erutiom tl!'ltil 11 ,e ur,iruiio .. of the pril'l'm!) 1cm,, ""d if Lc1.1ec M! not !'/! .tu!'l ,cd proelt1etio!'t i11 I'"} i1111 q,11rr,H1ie:, 111 the c,tpim1io1t of tltc I" i111ni; itrl\,~ • 
Lessee 11ray 111a.ir1t.1!11 tlcis leas. ... hy com!ttcthtg .nltlitional d1ctli1.r0 <H rcvcoc~~iug up~catio,rs 1m,s□ 2 . ttl tt, .,ccti,ru 9(1,,, usiug lhc c.cpi1 •. licn1 uf the ptinmty te1111 as the4latc <:C~ 
cc,;snt io11 ofp1odu ... tirnc u,n!c, _,cctiou 9(t,~. Sl1ould tl1e fi1st wet! or m1y sub.icq.tcu! n~ll dci~kd 011 Ute z.bovc described h111d 1,c crn11r.J~ctcd .. ,s a slmt•tlt Oil or OM wclC""~" • 
the primnry te"" herei,f, Le~jee n,t1J re.m,i.e pt1) 111MI ef t!,e mm1ml 1t11!nl in !ho :it,me mt.111,er Uj pre, idetl l1c,ei,, 611 ,,, l,eHi,e the ,rn111I J>8) iur; dt,le fulle ;, ill!!; !he e!tpirnti;,, 
11f .1i1tty €60,t!u,:,-liom !l,&dute efcomr,!et:011 oh11eh ih11t in Oil or Gui "el! 111111 upon the !11ilure to m,tl<e iueh i,~,menl, lhii lct,io 1,hnlh,t11on11,tic111l) tcrmimtie. II', 1,1 the 
,~pim!i!l11 efll,e p1i111t1. , ter,!'I 6r 1111, time !11ew1fle.r, 11 3b,11 i1t Oil er Goi .. ell is lect1tel'I on the Le113e,:! l'rt11,i3e3, p1.,ment3 11,11, be 111t1tle i.1 t1eeerd11.11ee .. illt die Jhut i11 
I'"', bie"' hereof. 

• • •••••• 
(b) n: at tho expiration of the primary tenn, neither Oil nor Ca.~ is being pr1xh1ced from the Leased Premises, but Les~ee is Uicn engaged in drilling or re~orking 

operations thereon, this lease shaU remain in force so long as operations on said well or for drilling or reworking of any additional wells are prosecuted in good faith and"ln 
workmanlike maru1er without lnterroptions totaling more than sixty (60) day~ during any one such opcmtion, and if such operations result in the production of Oitatlil'ot • 
Ga,, so long thereafter as 0\1 an<-Vor(fas is proclucecl 111 paying quantities from ihe Leased Premises, or payment of shut-in Oil or Gns well royalties or compensatory r.ynfta 
is made as provided in this lease. • • • 

• • • • •• 
(c) If, after the expiration oftlic primmy tenn, production of Oil or Gns from the Leased Premises, after once obtained, should cease for any cause, this lease shall 

not tenninate if Lessee restore.~ pmduction in paying quantities within sixty (60) days a Iler such cessation or commences additional drilling or reworking operations within 
sixty (60) days afler such cessation, and this lease shall remain in full force and c!Tcct for so long ns such operations continue in good fnith nnd in workmanlike manner 
witbout intcm1ptions totaling more than sixty (60) days. If such drilling or reworking operations result in the production of Oil or Gas, the lease shall remain in full force 
and effect for so long ns Oil or Gas is produced from the Leased Premi~es in paying quantities or payment of shut-in Oil or Gas well royalties or payment of compensatory 
royalties is 111,1de as provided herein or as provided by law. Uthe drilling or reworking operations result in the completion ofa well as a dry bole, the lease will not terminate 
if the Lessee commences additional drilling or reworking operations within sixty (60J days after the completion of the well as a dry hole, and this lease ~hall remain in etlect 
so long us Lessee continues drilling or reworking operations in good faith ond in a workmanlike manner without interruptions totaling more than sixty (60) days. fa-ssee 
&hall give written notice to the GLO within thirty (30) days of any cessation of production. 

10. POOLING; ALI,OCATION: (a) Lessee is bereby expressly prohibited from pooling or unitizing the Leased Premises or any interests therein with any oilier 
leasehold or mineral interest for the exploration, developm~nt and production of Oil or Gas or either of them without the express consent of the School Land Board and 
the Commissioner. A well, whether or not class i.ficd as an alloc:ition well, that traverses multiple leases or units including the Leased Premises hcn .. ·undcr, -one or more 
of which leases or units contains Oil and Gas owned hy the state, 11.nd which well is not associutcd with an agreement approved by the GLO nnd owner of the soil specifying 
the allocation of the production ofstatc--0w:ncd Oil and Oas, is hereby expressly not pcnnitted and mny not operate on or under this lease or a unit containing state-owned 
Oil anrl Ons without the ptior wrincn co11scnt of the Commissioner or his autlll)rlicd designee, which consent may bo grunted or withheld in the Commissioner's sole 
di:1erction. 

(b) Lessee is hereby granted tho right to pool or unitize the royalty interest of the owner of lhc soil under this lease with any other leasehold or mineral interest for 
the exploration, development am! production of Oil or Gas or either of them upon the same terms as shnll be approved by the School Land Bonrd and the Commissioner 
for the pooling or unitizing of the interest of the State under this lea/JC pursuant to Te11as Natural Resources Code §§52.151-52.154. The owner of the soil ngrcc~ that the 
inclusion of this provi6ion in this lease satisfies the execution requil'ements set out Lu Texas Natural Resource, Code §52.152. 

11. SHUT-IN ROYALTIES: For purposes of this section, "well" means any well that hus been assign~d a well number by the governmental agency having Jurisdiction 
over the production of Oil and Gas. If at any time after the expiration of the primary tenn of a lease Ui.at, tmtil being ti hut in, was being maintained in force and t:ffoct, 11 well 
capable of producing Oil or Gas in paying quuntities is located on the Leased I'remi~e!I., but Oil or Ga~ is not being produced for lack of suitable production facilities (lack 
of suitable production facilities is not acceptable as a reason for making a shut-in payment if all or part of such production facilities are owned and /or operated by Lessee, 
and the cause is due to Lessee's improper maintenance or neglect) or lack of a suitable market, then Lessee may pay as a shut-in Oil or Gas royalty an amount equal to 
double the nnnunl rentnl provided in the lease, but not less than $1,200 a yenr for each well capable of producing Oil or Gas in paying quantities. If section J of this !ease 
does not specify a dclny rental amount, tbeu for the purposes of this section, the dclny rental nmount shall be one dollnr ($ 1.00) per acre. To bt: effective, ench initial shut­
in Oil or Gu~ royalty payment, accompanied by the OLO Shut-In Afl1davit, must be paid on or before: (l) the expiration of the primary term, (2) Sixty (60) days after the 
l~sscc cease~ to produce Oil or Gas from the Lensed Premises, (Jr (3) Sixty (60) <lays ancr Lessee completes a drilling or reworking operation in 11ccordnnce with the lease 
provisi1ms: whichever date is the l:ue.qt. Such payment shall he made onc-hntf (1/2) to the Commis~ioncr, and onc,!mlf (1/2) to owner of the soil. If the shut-in Oil or Gas 
roynlty is paid, accompanied by the GlO Shut-In Affidavit, the !«Jase shall he considered to be a producing knsc nnd the payment shall extend tho tcm1 of tho lcusc for a 
period ofone (I) year from the end of the primmy tenn, or from the first (I") day of the month foll,)wing the month in which pmductiott ceased, and, after thnt, if after a 
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diligent effort, that being those of u reasonable and prudent operator to obtain or repair the production facilities or to obtain a market, 110 suitable production focilitit:li or 
suitable market for the Oil or Gas exists, Lessee may, upon written approval of the GLO, extend the le.ase for four (4) more successive periods ofone (1) year by paying the 
same amount each year on or before the expiration of each shut-in year. 

JZ. COMPENSATORY ROY ALTLES: lf, during the period the foase is kept in effect by payment of the shut-in Oil or Gas royalty, Oil or Gas is sold and delivered in 
paying quantitie:i from a well located within tht: applicable statutory offset distance from the Leased Premises and completed in the same producing r~ervoir, or in any case 
in which dminngc is occu.rting, the right to continue to maintain the lease hy paying the shut-iii Oil or Oas royalty shall cease, hut the lease shnll remain efTcctive for the 
remainder of the yenr for which the royalty has been paid. Upon wtitten approval from the OLO, the Lessee may maintain the lease for four (4) more successive years by 
Lessee paying compensatory royalty at the royalty rate provided in the lcnse of the market value of production from the well causing the dl'l\inagc or which is completed in 
the same producing reservoir and within the applicable statutory offset distance from the Leased Premises. The compensatory royally is to be paid monthly one-half (1/2) 
to the Cotnmiss.ioncr, and ooc-half(l/2) to owneroftl1c soil, beginning on or before the last day of the month following tho month in which the Oil or Gas is produced from 
the well causing the drainage or that is completed in the same producing reservoir imd locntcd within the applicnblc statutory offset distance from the Lensed Premises; if 
the compensatory royalty paid in any twelve (12) month period is in an amount less thnn the nnnunl shut•in Oil or Gas roynlty, Lessee shnll pay an amount equal to the 
difference within thirty (JO) days from the end of tho twelve (12) month period; and n,11ie of these provisions will relieve Lessee of the obligation of rcnsonnblc development 
nor the obligation to drill offset wells as provided in N.R.C. Section 52.034; howevrr, at the determination of the GLO, and with the GL0'8 written approval, the payment 
of compe1L~atory roynltie., shall sntilify the obligation to drill offaet wells. Compcn.,mtory royalty payments whkh are not timely paid will accrue penalty and interest in 
ncconfonce with section 5 of thb lcf.se. 

13. AUTHORIZED DAMAGES. Lessee shall pay the owner of the soi l for damages caused by its operations to all personal property, improvements, livc8lock and 
crops on the Leased Premises. 

14. USI!: OF WAT~:H.; SUIU<'ACf:: Lessee shall have the right to use water pmduced on said 1:tnd ncccss:uy for ddlling operations hereunder and solely upon the 
Lensed Premises; provided, however, les.~ec shall not use potable water or water suitable for livestock or inigation p11rp<.1ses for water flood, hydraulic fmcturing, or 
completion operations, whether such water is from stock tanks, surface rcS<irvoirs, existing water wells, or streams on the Lensed Ptel'ttises, without the prior written consent 
or owner of the .ioU. Lessee shall have the right to use so much of Uic stir face of the lnri li tbnt n1:iy he reosottably necessary for drilling and operating Oil and Oa.q w~Lq.ai4• 
transporting nnd marketing the proch1cti,11\ iherefrom, such use to be conducted under conditions of least. injury to the surface of the lnnd. • 

• • 
1S. POLLUTION: In developing the Lea~ed Premises, Lessee slmll use the highest degree of care and nil proper safeguards to prevent pollution. Without 1i1ni:;; th!• 

foregoing, pollution of coastal wctl1111.ds, natural waterways, rivers and impounded w~ter sl1aU be prevented by the use of containment facilities sufficient to prevent spilln!JC, 
seepage or groL1nd water contamination. In th~ ~vent of pollution, Lc~~cc ~hall u~e nil mean~ nt its dispo!III! to recapture all escaped hydrocarbon, or other pollutants and 
shall be responsible for all damage to public and private properties. Failure to comply with the rcqulrcment5 of this provision may result in the m,'L'UCDUm peru1lty allowed 
by law including forfeiture of the lea!JC. Less~e shall be liable for the dHmages caus~d by such failure and any costs and expenses incurred in cleaning areas affected.by th~ 
discharged waste. : • • • • • 

. Hi. IDE~J'IFICA'l'ION MARKJmS: Lessee shall erect, at a dis~anc~. not to exceed twenty-fiw (25) fott Jrom each well on the prnmise8 covered by this lease, a le§ibTe. 
Slb'11 on which shall be stated the name of the operator, the lease des1gnat1on and th~ well number. Where two or morn well~ on the same lease or where wells on ~~or • 
more leases are connected to the same tank battery, whether by individual tlow line connections direct to the tank or tanks or by use of a multiple header system, ca"'1 lin•c• 
between each well and such tank or bender shnll be legibly idcnti ficd at all times, either by a fim1ly aitached lag or plate or an id~'11ti11cation pn)pcrly painted on such Siftc_nt• • 
a distance not to exceed three feet (3') from such tank or header connection. S,1id signs, tags. plates or other i(kntiftcation markcn; shall he maintained in a lcgihlc corttlitio,i.• 
throughout tho tcm1 of this lease. 

17. ASSIGNMENTS: (a) Suhject to the right of the GLO to require II dcmonstrntion by the tmnsfcrcc of its financial responsibility, this lease tnllY be transferred at any 
time; pmvided, however, that the liability of the tmnsfcrur to properly discharge its obligation under the lensc, including properly plugging abandoned wells, removing 
plutfom1s or pipelines or remediation of coniamitmtion at drill sites shall only pass t,) the transferee upon the prior written consent of the GLO. 1be GLO may require the 
trnnsforee to dcm,)nstratc financial responsibility nnd may requ ire a hond or other security. All transfers must reference the lease hy the file number and must be recorded in 
tho county when: the area is located, and the recorded transfer or a copy certified to by the County Clerk of the county where the transfer is recorded must be filed in the 
GLO within ninety (90) days of the c.~ecution date, as provi1lt:d by N.R.C. Section 52.026, accompanied by the filing tee prescribed by the GLO rules in effect on the date 
of receipt by the GLO of such transfer or certified copy thereof. Without limiting the liability of the original lessee or any prior transferee for that entity•s debts owed to the 
GLO hereunder, every transforce shall succeed to all rights and be subject to nil obligations, liabilitieB, and penalties owed to the Siate by the original lessee or any prior 
transferee oftlte lease, including any liabilities to the State for unpaid royalties. 

(b) Notwitl1~tn11ding any provi.'iion in subsection 17(a), if the owner of the ~uil acquires thi~ lease in whole or in part by assigrunent without the prior written 
approval of the Commissioner, this lease is void a~ of the time of assignment and th<! agency power of tho owner may be forfeited by the Commissioner. An assignment 
will be trcutcd as ifit were made to the owner of the soil if the nssignee is: 

(I) a nominee of the ownerofthe soil; 
(2) a corporation or suhsidiary in which the owner of the soil is a principal stockholder or is an employee of such a corporation or subsidiruy; 
(3) a partnership in which tl1e owner of the soil is a partner or is an employee of such a partnership; 
( 4) a principal stockholder or ~mployce of tho CO!lKlration which is the tiwner of the soil; 
(5) a partner or employee inn partnership which is the owner of the soil; 
(G) a fiduciary for the owner of the soil; including but not limited to a guardian, trustee, executor, udministrator, receiver, or conscrvntor for lhe 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. 

18. RELEASl~S: Lessee may relinquish the rights granted hereunder to the State at any time by recording the relinquishment in the county where this area i~ situated 
and Ii.ling the recorded relinquishment or certified copy of smne in the GLO within ninety (90) days after it8 execution accompanied by the filing fee prescribed by the GLO 
rules in effect on the date of receipt by the GLO of such relinquishment or certified copy thereof. Such relinquishment will not have the effect of releasing Lessee from any 
liability thcrctc,forc accrued in favor of the State. 

19. WARRANTY CLAUSE. Tho owner of tho soil warrants and agrees to dclend title to the Lensed Premises. If the ownerof the soil defaults in payments owed on 
the Leased Premises, then Lessee mny redeem the rights of the O\l<ner of the soil in the Lensed Premises by paying any mortgage, taxes or other liens on the Lensed 
Premises. If Lessee mnke.1 payment1 on behnlf of the owner of the soil under this section, lessee mny recover the cost of these payments from the rental nnd royalties due 
the owner of the !lO il. 
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20. (a) PROPORTIONATE REDUCTION CLAUSE: lfthe owner of the soil owns le,s than the entire undivided surface e~tate in the above described land, 
whether or not Lessee's interest is specified herein, then the royalties herein provided to be paid to the owner of the soil shall be paid to him in the proportion which his 
interei;t bears to the entire undivided sll!face estate and the royalties herein provided to be paid to the GLO shall be likewise proportionately reduced. However, before 
Lessee adjusts the royalty due to the GLO, Lessee or his authorized representative must submit to the GLO a written statement which explains the discrepancy between 
the interest purported! y leased under this lease and the actual interest owned by the ov.,ner of the soil. If an undivided interest remains unlcased on the land covered by 
this lease on the date of first production from tho Leased Premise~, the GLO shall be paid n royalty of tw~nty-flvc pci:cent (25%J of the value of the GroSll Production 
allocable to said unlcascd undivided interest p,1yablc on the s,1mc tcm1s and conditions as arc provided in this lease for the payment of royalty to the GLO, until such time 
as the Lessee has recouped its drilling and completion costs ("payout") nnd upon payout the Lessee will give notice to the GLO and beginning on the first day of the 
month after payout the GLO shnlt be paid the value of 100% of the Gross Production nllocablc to said unlcascd undivided interest less the proportionate operating costs. 
Upon written request from the GLO, the Lessee will provide the GLO with a title opinion verifying the percentage ohmleased undivided interest on the Leased Premises. 

See Addendum Section 6 for Insertion language 
(h) REDUCflON 0~' PAYMENTS: If, during the primary term, a portion of the lnnd covered by this lense is included within the boundaries ofn p<ioled 

unit th.at has been approved by the School Land Board aud the owner of the soil in accordance with Natural Rcsomccs Code Sections 52.151-52.154, or if, at any time 
after the el\piration of the primary tenn, this lease covers a lesser number of acres than the total amolint described herein, payments that are made on a per acre basis 
hereunder shall be reduced according to the mtmber of acres pooled, released, surrendered, or othe-rwisc severed, so that payments detennined on a per acre basis under 
the terms of this lease during the primary term shall be calculated based upon the number of acres outside the boW1daries of a pooled unit, or, ifafter the expiration of the 
primary term, the number of acres actually retained and covered by this lease. 

21, LIEN: In accordance with N.R.C. Section 52.136, the State ~hall have a first lien upon ull Oil and Gas produced from the areu covered by this le1m: to s~ure payment 
of all unpaid royalty and other sums of money that may become due under this lease. By acceptance of this leaHe, LeHsee grnnts the State, in addition to the lien provided 
by N.R.C. Section 52.136 and any other applicable statutory lien, an express contractual lien on and security interest in all leased minerals in and ex.tracted from the Leased 
PrcmiSCjj, all proceeds which may accrue to Lessee from the sale of such leased minerals, whether such proceeds are held by Lessee or by a third party, and all fixtures on 
nud improvements to the Leased Premises used in connection with the production or processing of such leased mineral~ in order to secure the payment of all royalties or 
other amounts due or to become dtx: under this tease and to secure payment of any damages or toss that owner of the soil mny suffer by rcnson of Lessee's breach of any 
covcnAnt or condition of this lease, whether C)(prcss or implied. Tb.is lease, when filed in tb.e real property records where the Lc11se<I Premises arc kicatcd, and for ~~CW,,lil\ 
ofperfccting owner of the soil's lien 01\ and security interest in all prnccc<ls, shall constitute a financing statement under the Texas Uniform Commcrci.nl Code, 1li:is !let\ 
and security interest mny be foreclosed with or without cmut proceedings in the rn.1~.ner provided in Title 1, Chapter 9 of the Tex.us Busine:.s and Commerce Code. Lessee 
agree~ thnt the GLO may require Lessee to execute and record such instruments as may be reasonably necessary to ncknowledge, attach or perfect this lien. Lesseltlr~~y9 
represents that there are no prior or :superior liens arising from and relating to Lessee's activities upon the above-described property or from Lessee's acquisition of this le.i;e. 
Should the GLO at any time determine that this representation is not true, then the GLO may declare thiM lease forfeited as provided herein. 

22, FORFEITURE: If Lessee Bhall fail or refuse to make the payment of any sum within thirty (30) days after it becomes due, or if Les.iee or an authorized agent should 
knowingly make any fal8e return or false report eonc~ming pro<luction or drilling, or if Lessee shall foil or refuse to drill any otlset well or wells in good faith as ~ • .:i. 
by [aw and the rules and reb•ulatiom adopted by the GLO, or if Lcs~ee Hhould fail to file reports in the manner required by law or foil to comply with rult:s and reb.tilations 
promulgated by the GLO, the SLB or the Railroad Commission, or refuse the proper autbority access to the records pertaining to operations, or if Lessee or au authori!ed 
agent should knowingly fail or refuse to give correct infonnation to the proper authority, or knowingly fail or refuse to furnish the GLO a correct log of any well, ori:~i!I,. 
shall knowingly violate any of the provisions of this lease, or if this lease is assig11cdnnd tho assig11mcnt is not filed in the GU) as rc,1ulrcd hy law, or lfLcssco shaft fail'i,r 
refuse t!l execute and file a release as required under this lease and by GLO rules, the rights ucquired under the entirety of this lease shall bo subject to forfeiture by thc(}L~. 
and it sbaU forfeit s.1mc when sufficiently infonned of the fact~ which authofr,.e a forfeiture, nnd wl1en forfeited the nren shall ngain he subject to lease. However;:ioniirlg • 
herein shall be construed ns waiving the automatic tennination of this lease lly operation oflaw or by reaRon of any ~pecial limitation arising hereunder. Forfeitures may be 
set aside and this tense and all rights thereunder reinstated before the rights of another intervene upon satisfactory evidence to tho GLO of future compliance with the 
provisions of the law :ind of this lease and 1110 mies and regulations th.1t may be ndoptcd relative hereto. Neither tennination nor forfeiture ofthi~ lcnse shnll have the effect 
ofrclcnsing Lessee from ~ny liability theretofore nccnied in favor of the State. 

13. APPLICABLE LAWS AND DRILLLl'IIG RESTRICTIONS: Thi~ lea~e shall be ~ubject to all rules and regulal'iorui, und umendments lht..>reto, promulguted by the 
Railroad Commi:;sion und the GLO governing drilling and produ.:ing operations on State fond (specifically including any rules promulgated that relate to payment of 
royalties, and auditing procedures, and shall be subject to all other valid st,1tutes, mles, regt1lations, ol'ders and ordinances that may affect operations under the provisions of 
this lease. Without limiting the generality oft.he foregoing, Lessee hereby agrees, by the acceptance of this lease, to be bound by and subject to all statutory and regulatory 
provisions relating to the GLO's audit billing notice and audit hearings procedures. Said statutes arc currently found ut N.R.C. Sections 52.135 and 52.137 through 52.140. 

24. Rl~MOVAL 01<' EQUIPMENT: Subject to limitations in this section, Les.,ee shall have the right to remove machinery and fixtures placed by Lessee 011 the 
Leased Premises, including the right to draw and remove casing, during or within ~ix. (6) months after the expiration or the termination of thi~ lease. However, Les~~ 
may not remove casing from any well capable of producing Oil and Oas in paying qwmtitie~. Additfonally, Lessee may not draw and remove casing until after thirty (30) 
days written notice to the GLO and to the owner of the soil. If Lessee foils to remove such m11Chincry nnd fixtures within the allotted time, then such machinery and 
fixtures slmll, at the election of the owner of the soil, either become the property of the owner of the soil or the owner of the soil may have such machinery and fixtures 
removet1 at the sol<.1 expense of Lessee. Notwithstanding the foregoing, if this tense is forfeited or tenninated for nny reason, Lessee shall not remove the casing or any 
equipment from the Lcas.:d Premises until wells have been plugged to the s.'ltisfuction of the Railroad Commission, all pits have been properly filled and all debris hns 
been removed from the L¢ased Premises, nnd owner of the soil has provided written approval ofnll restoration. 

25. FORCE MAJE URE: lf; in the last y1:ur uf the primary tcnn or thereafter, Lessee is prevented from complying with any el\press or implied covenant of this lease, 
Crom conducting drilling openitions thereon, or from producing Oil and/or G11s therefrom, ofter effort madu in good faith, by reason of war, rebellion, riots, strikes, fires, acts 
of God or any order, rule or regulation of governmental authority, then while so prevented, Lessee's obligation to comply with such covenant sh.all be suspended up<in proper 
and satisfactory proof presented to lhe GLO (the GLO should be notified within liftem ( 15) days of any force majeure eveut) aud accepted by the GLO i.t1 support of Lessee's 
contention and Lessee shall not be liable for damages for failure to comply therewith; and this lease ~hall be e1ttended while and Ho long as Les~ee is prevented, by any such 
cause, from drilling, reworking operations or producing Oil and/or Gas from the Leased l'remises. Lessee agrees to immediately notify the GLO when die reason for force 
majeure has cclll!cd. Notwithstanding anything contained herein lo the contrary, a well being shut-in aa a result of pipeline disruptions that are subject to section J t of thi.~ 
lease does not constitute an event of force majeure, aud Lessee's obligaiious under this leMe are not, for that reason, e11cused pursuant to thfa section 25. 

26. LEASE SECURITY: Lessee shall take the highest degree of care nnd all proper safeguards to protect said Lensed Premises und to prevent theft of Oi!, Gas, and 
other hydrocarbons produced from s~ld lease. U1is includes, but is not limited to, the instnllation of all necessary equipment, seals, kicks, or other appropriate protective 
devices on or at alt access points at the lease's production, gnthedng, and storage system.~ where theft ofhydl'Ocru:bons cnn occur. Lessee sh.nll be liable for the loss of nny 
hydrocarbons resulting from theft and shall puy the GLO royalties thereon as provided herein on all Oil, Gas or other hydmcarlions lost by reason of theft, 
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27. SUCCESSORS AND ASSJGNS: The covenants, conditiow and agreements contained herein shall extend to and bl: binding upon the heirs, e1Cecutors, administrators, 
succes~oro or assigns of Lessee herein. 

28. Vl!:NUE: 1be owner of the boil and Lessee, including Lessee's successors and assigns, hereby agree that venue for any dispute involving the GLO and arising out of 
a provision of this lease, whether express or implied, regarding interpretation of this lease, or relating in any way to this lease or to applicable case law, statutes, or 
administrative mlcs, shall be in a court of competent jurisdiction either in Travis County, Texas, or in th6 county when: the Leased Pr~miscs are located, at Ul\l option of the 
GLO. 

29. LAND PROTECTIONS: 

lessee agrees to provident least seven (7) days' pdor notice t,1 owner of the soil before commencing any surface operation~ on the Leased Premises, such notice to include 
lo.:nrion of operatfons and WOJ'k lo be performed. 

(a) Upon written request of owner of the soi~ Lessee shn.ll construct a frnc.c around any drill site during drilling operations, and if production is ohtaincd, Lessee 
shall construct a fence arou.nd all production facilities cnpable of turning cuttl~ 11mL'or livestock. Lessee agrees to install gates at all fence crossings u~ed by LCllsee in 
connection with operatious hereunder. Should a cattle guard or guards be placed on the Leased Premises by Lessee, then such cuttle guan.lM ~hall be left in place and 
become the property of owner of the soil after the expiration of this lease. 

(b) Lcs~ce 8hall not cut any exterior or boundary fenc11 nor open uny looked ~x.terior or boumlary gates of the Leased Premises wlthout owner of the soil's prior 
written permission, which shall not b~ unrea~onably withheld. 

(c) No employee, representative, contractor or any other person allowed by Lessee to come upon the Leased Premises shall be perrnitttJ<l to hunt, fish, trap, cir camp 
on the Leased Prt•miscs, nor shall any such persons he permitted to bring alcoholic hcvcrngcs or illegal dmgs on to the Lensed Premises nt nny time. 

(d) All plts used by or on behalfof lessce during drilling operations on the Leased Premises shall be lined with an hnperviom material so that no fluids mny::.00,:• 
~·uch pits. Lessee and its nssigns shall not let any salt water or any other de.leterious substance mn on or twcr the Lc11s(..xl Premises, or let such subsh,nccs run into oiner of 
the soil's stock tnnk~ or any creek, menm, river or other body ofw11tcr, nnd absent owner of the soil's piior written consent to the contrary, Lessee shall not use ant~~U.C • 
on tbe Leased Premises for salt water disposal purposes. If owner of the soil elects to consent to tho nsc of wells locutcd on the Lcu~ed Premises for snit wnter df.l(lOSnl 
purposes, the pnt1ks shnll cntor into a sepnmte agreement covering such disposal. • 

(e} Upon completion or abandonment of any well or wells, Lessee shall fill and level all slush pits an<l cellars and completely cle,111 up the drilling site of all rubbish 
thereon and restore the surface to as near its origimtl condition and contours as is practicable. Lessee shf1ll, while conducting operations on the Leased Premises, keqp saidt 
premises free of all n,bbish, cans, bottles, paper cups or garbage. Lcs~ce shall maintain trash container.! at all work sites during comtruct.ion on the leased premise( ti!& .. 
trash containers to be located at enliunces and exits 011 each side of the road and near places of high activity. Tanks aud equipment will be kept painted and presentable. • 

(f) When requested by the owner of the soil, Lessee shall bury its pipelines below plow depth. ••• • • • ••• 
(g) No drill site locations, storage tanks, or treatment foc ilitics ~hall be cstahlishcd within three hundred feet (300') of any residence or barn now situntcd 4tf lhe • • 

Leased rrcmj ;;es without owner of the soil's prior written consent, Les~ec shall conduct all drilling and pmduction operations entirely within ench drill site. The ow!icr ot• 
the soil shall hnve the right to pilrticipate in th~ selection of the location of roadways to nnd from any drill site on the Lensed Premises nnd that prior to beginning operations 
hereunder, Lessee shall contact the owner of the soil for consent as to the location of such rnndwnys, which consent will not be unreasom1bly withheld. 

30, DEFINITIONS: 

a. "BTU" means Dritish therm.al unit, which is the qmmlity of heat required to raise the tcmpcrntun: of onc"pound uvoirdupois of pure water front 58.5 
degree~ Fahrenheit('"' F") to 59.5• F. An MMBtu is one miUlon (1,000,000) British thermal units. 

b. "I)ry Gas" means a Gas that contains less than or equal to seven (7) lbs of water per million standard cubic fed. Toll volume of Gas, on a Dry Gas 
b!lliis, shall be detem1ined by mathematically removing the water vapor from Gas tbat is partially or fully saturated with water vapor at measuremer1t 
conditions of flowing pressll!'e and temp11rature. The total energy conttmt of Gas shall be the product of multiplying the volume of Gas, on a Dry Gas 
basis, times the heating value p11r unit volume, in Dlu/SCf/, on a Dry Gas basis, at the same base te111peran1re and base pressure. 

c. "Ga," means mC!hunc and other Gnseous hydrocarbons, including Gaseous combustible, noncombustible, and inert clements, compounds, components 
or mixtures thereof, and liqucfiublc hydrocarbons in ihe vapor stream. Gas volumes shalt be calculated and .re~1rted, at the option of the GlO, in 
standard cu hie feet (SCF), one thousand (I ,000) standard cuhic feet of Gas (MSCF), or one million (1,000,000) stnndard cubic feet of Gns (MMSCF). 

d. "Cro$S Heating Value or HTU Content" means the energy per unit volume represented by the numberofBTUs produced by the complete combustion 
of one standard cubic foot of Gas (excluding hydrogen sulfide) lt a temperature base of sixty degrees (60° F) Fahrenheit nnd pressure base of 14.65 
pounds per squnro inch absolute. 

e. "Gro~s Production" means all Gas and fluids brought from underground up IO and through the well head, and includ118: (i) all hydrocarbons produced 
in liquid form as Oil or condensate at the well head un<l also all condm'illtc, distillate, und any other liquid hydrocarbons recovered from Oil, condensate, 
or Gas run through a ~cparntor or other c411ipment; (ii) all hydrocarbonB and Gaseous substances not in liquid form produced from any well; anti (iii) 
natural Gasoline or liquid hydrocarbons, carbon dioxide, carbon black, sulfllf or ,u1y other products produced or manufactured from any Gas or liquid. 
The Gross i'roduction volumes of Oil, condensate, and Gas includes alt sales, custody transfer dispositions, and/or stored volumes and nil non-sales 
disposition volumes, including but not limited. to, lease use, fuel, ven.t, flare, spills, unc-011trolled releases, theft, and any other loss. The Gro~s Production 
of Gaseous hydrcearbons shall be adjusted and reported in MMBTUs. 

f. "Market Value" means the grentest of (i) the highest posted price, plus premium, if uny, offered or puid for Oil, Gus, cmu.lcnsntc, distillate, other 
hydrocarhons, or any Other Products produced or manufactured from the Oil or Gns, of similar characteristics nnd type in the general area, (ii) the 
prevailing market pric,: thereof in the gencrnl nrea, (i ii) the proceeds of the snle thereof, or (iv) the highest value reasouahly availahlc to Lesseo. The 
proceeds of sale shnll include the llltal value accruing to the Lessee from the sale or use of the production, including proceeds and any other thing of 
value rccciwd by Lessee or the operator. 
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g, "Marketable" means that sufficient infrastructure is in-place or installed to allow for the sale or delivery of merchantable Oil ancVor Clas into the 
custody ofan authoriied carrier, receiving agency, or party, 

h. ".M~rcb1rntable" me,ms (i) with respect to Gas, a Oas that is commercially free of <lu~t, sand, dirt, gum-forming constituents, naturnl Qa:;oline, liquid 
hydrocarbons, water, inert8, ancl any other substances that may become separated from the Gas during handling thereof and may be injurious to utility 
facilitie~, industrial, commercial, ancl/or residential u~er~ that would cause the Gas to b<i unmarketable or require additional treating and/or processing 
to be ready for use nnd consumption (sale nnd use), and (ii) with respect to OH, a crude Oil, condensate, and other liquid hydrocarbons recovered in 
liquid fonn from any hydmcarbon production (oil or Gas) produci,,-d on or from the Leased Premises that is suitable for normal refinery processing, 
sufficiently free of foreign contaminants or chemicals, and meets the apprnpriate pipeline or tnu:lc: haul specifications for sediment and water, 

i. "Natural Gu Liquids (NGLs)" menns those hydro,iarbons liquefied, removed, recovered, or condensed from naturnl Gas at the surface in field 
production focilittes ns Oil or condensate or in natural Gas processing plants as Oil or stabilized condensate and as raw mix liquids prior to separation 
down to their base components. Natural Gas liquids that are not recovered or removed as condensate in plant systems located on or off the Leased · 
Premises or in a Procegsing Plant consi~t of either: (i) Raw Mix, or (ii) component plant products consisting or merchantable and marketable commercial 
grades and/or blends of each of the indi vi<lual components, after fractionation, of ethane, propane, iso-butane, normal butane, and natural Gasoliuc that 
include pcntancs plus (fao-pentane, nonnal pentane and hydrocarbon componcnt!l ot'higtu:r molecular weight). 

j. "Non-Processed Oas" mcat1$ all hydrocarbons and Gaseous substances not defined as Oil, that are not processed in plant systems located on or off the 
Leased Premises or in a Processing Plant to remove or extract Natural Gas Liquids to produce a Pipeline-Quality :-latural Gas or Residue G11s (1ilthougb 
the term includes such substances that have been removed from the Gas that include, but are not limited to, c,u·bun dioxide, sulphur, water, or any other 
constituent or component necessary to produce a Pipeline-Quality Natural Gas ). 

k. "Oil" means all hydrocnrbons produced in a liquid fonn at the mouth of the well and also all conden~are, di~tillatc nnd other liquid hydrocarbons 
recovered in liquid form from nny hydrocarbon production (oil or Gns) produced on or from the Leased Premises when nm through a separator or other 
equipment that is stored at pressures less than l)f cq\ml to 15 pounds per square inch gauge, and that is not extnx:ted in the fonn of Rnw Mix. ii\ pin°' 
systems located OIi or off tl\C Lensed Premises l)r it1 a Processing Plant prior to fractionation. All Oil volumes shall be corrected from the mcns1¢<Mc!hT • 
condition to report the produced volume of Oil i11 Stock Tnnk Barrels at Stock Tank Conditions per the applicable API MPMS standards. • • 

•••••• • 
I. "Plpcllne-Quallty Natural Gas" means a natural Gas that is men:hantable and marketable that meets nn interstate or intrastate transmission compan;i.'s 

minimum specifications with respect to (i) delivery pressure,(ii) delivery temperature, (iii) BTU content, (iv) mercaptan sulfur, (v) total sulfur, (vi) 
moisture an,Vor water content, (vii) carbon dioxide, (viii) ox.ygen, (ix) total inerts (the total combined carbon dioxide, helium, nitrogen, oxygen, and 
any other inert compound percentage by volume), (x) hydrocarbon dew point limits, (xi) merchantability, (xii) content of any liquids at or immediate!¥ 
downstream of the delivery point into a pipeline, and (Juli) interchangeability with the typical composition of the Oas in the pipeline with rcspeJolil•• 
following indices: Wobbe Number, Lining Index, flashback fndex, and Yellow Tip Index per AGA Bulletin No, 36. • 

• 
m, "Processed Gas" means natural Gns processed in a Processing Plant(s) locntcd on or off the Leased Premi8e~ where Gas is processed to rettl>'\-; oP • 

extract liqucfinble hydrocarbons or Raw Mix. from the nnturnl Gns stream to produce 11 Pipeline-Q1111lity Nnnffal Gas or Residue Gns, NGLs, unft otlft:P 
productii, and ns used herein includes the Res idue Gas, the Raw Mix (and n:sulting NG Ls), and other products. : • • • • 

••• 
n. "Processing Plant" means plant system.,;, located on or off the leased Premises, thni include a Gns processing plant, natural Gasoline plant, Ga.'lO!inc 

plant, or other plnnt where raw unprocessed nnturnl Gas is processed to remove or extract Raw Mix from the nat11ral Gns stream to produce a Pipeline­
Quality Nnturnl Gas or Residue Gas and other products, and the Raw Mix is then either (i) separated by fractionation down to its base components prior 
to storngc and/or trnnsport that meets or conforms to all nppHcablc Gus Processors Association (GPA) Standard-, aml/or Specifications for the commercial 
sale of each liquefiable hydrocarbon product, or (ii) transported to another plant for scpamtion down to its base components by fractionation prior to 
storage and/or transport for the commercial sale of each liquefiable hydrocarbon product. Any d~u.ctiona, costs, or proces~ing fees associated with the 
removal or recovery of Natural Gas Liquid~ is strictly limited tu only that part of any Processing Plant or facility where Raw Mix is recovered, 11nd if 
applicable at that plant, also fractionated 10 their coinponent parts. 

o, "Produced 111 Paying Quantities" means that the receipts from the sale or other authorized commercial use of the substances(s) covered exceed out of 
pocket opcrntional ex:penses for the si,c months last past. · 

p, "Raw Ml1" rneans a mixrure ofNarural Gas Liquid~ (NC.Ls) that has a true vapor pressure greater. than fifteen (IS) pounds per square inch gauge at 
100 degrees Fahrenheit (°F) prior to.1 separation d<1Wn to its hase components by fractionation, typically consisting of a mixture of Uqucfinble 
hydrocarbons, including but not limited to, the natural Gas liquids ethane, propane, iso-butnne, nominl butane, and natural Gasoline thnt include pentnnes 
phis (iso-pcntonc, nonnnl pcntane and hydrocarbon components of higher molecular weight). 

q. "Ready for Sale and Use" means the following: 

i. For 011: Oil that is merchantable and mnrkctnblc and otherwise in a condition such that the Oil is suitable for transfer of 
ownmhip and will be accepted by u purchaser under a sales contnu.:t typical for the field or am1. 

ii. I<'or Non-Processed Gas: A Pipeline-Quality Natural Gas that is merchantable and marketable and otherwise in a condition 
suitable for transfer of ownership such that the natural Gus or other Gas product will be interchangeable with and 11ccepted by a 
purchaser un<ler nn interstate und/or intrnstale Gas ~ales contract typical for the fielcl or area for use by an industrial, commercial, 
and/or residential user. 

iii. For Residue G:1,i: A l'ipeli11e-Quality Naniral Ga.~ at the l!tilg11tc of the only or last stage ofGns proc.:ssing to r<1move Natural 
Gas Liquids that is m.crchantable and marketable and otherwise in a condition suit1.1hle for transfer of ownership such that the 
natural Gus or other Gas product will he interchangeable with and accepted by a purchnscr under an interstate nncVor intrastate 
Gas sales contract typical for the fbld or area for use by an industrial, commercial, and/or residential user. 

iv. For Nutunil G111 Llq11ids: (A) mcrchnntablc nnd nwkctablc Raw Mix at the point Stlld as such to a third party at anns' length, 
or (Bl merchantable and marketnble Natural Gns Liquids 111 the tailgate of a Processing Plant after fractionation that are suitable 
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for transfer of ownership that will be interchangeable with and accepted by a purchaser for sufo or 118c by an industrial and/or 
commercial user. 

v. .l,'or 0tb~r Products: Products that are in a condition that will be accepted by a purchaser under a sales contract typical 
for the field or area for use by an industrial or commercial user. 

r, "Residue Gin" mcnns (I) the material that remains after a separation, treatment, or Gas conditioning process, and (ii) that Oas remaining after the 
recovery ofN,1t11ral Gos Liquids to produce a Pipeline-Quality Nntural Gns. Iftht: Gas is processed to remove liqucfinblc hydrocarbons inn series of 
Processing Plants, then the Residue Gas is that Ons remaining after the recovery of Natural Gas Liquids to produce a Pipcline,Quality Natural Gas nt 
the last Processing Pinnt in the series. 

s. "Stock Tank ttnrrd" means the volume of liquid hydrocarbons that is equivalent to the volume of forty-two (42) U.S. gallons nt atmospheric pressure 
and 60 °F. 

t. "Stock Tank Condltlun~" means u stock tank meeting all applicable Al'l flpecifications and requirements nt atmospheric pressure nod 60° F. 

Jt. DISCLOSURE CLAUSE. All provisions pertaining to the lease of the L1mse<l Premises have been included In this instrument, including the statement ufthe true 
consi<lerntion to be pai<l for the execution of this lease and the rights nnd dutie~ of the partfo8. Any collateral ogrecments conceniing the development of Oil and Gas from 
the Leased Premises which are 1101 contained in this lease nre invalid. 

Jl. F([)UCIARY DUTY. l11c owner 11f the soil owes the State a li<.luciary duty and must fut!y ,i iscl,1sc any facts nffocting the State's interest in the LcaMed Premises. 
When the interests of the owner of the soil conflict with those of the State, th.: owner of the soil is obligated to put the State's interests he fore his personal interests. 

33. INtH:MNlTY, Lt:ssee hereby relc.iscs nnd discharges the Stntc of Tc1rns and the owner of the soil, their officers, employees, partners, agents, contractors• 
suhconttnctors, guests, invitees, ~nd their respective successors and assigns, of and from all and any actions and causes of nction of <':very nail.Ire, or other hnnn, in~P-i, • 
environmental harm, for which recovery of datnllges is s,1ught, including, but not limited to, nil losses nod expenses which nrc eauscd by the activities of Les:ee, its 
officers, employees, and agents ari~ing out of, incidental to, or resulting from, the 11pcrations of or for Lessee on the Leased l'rcmises hereunder, or thnt may nris~•C • 
or be occasioned by Lessee's breach of any of the tcnns or provisions of this le~se, or by nny other negligent or strictly liahle act or omission of Lessee. Further, lessee 
hereby agrees to be liable for, exonerate, indemnify, <le tend un<l hold hannless the State of Texas and the owner of the soil, their officers, employees and 11gents, tht!ir 
successors or assigns, against any and all claims, liabilities, losses, damages, actions, personal injury (including death), costs an<l expenses, or other harm for which 
recovery of damages is sought, under uny theory including tort, contract, or strict liability, including attorneys' fees and other lcgul expenses, including those related lo 
environmental h:11.ards, on the Lca!IC<l Premises or in any way related to Lessee's failure to comply with any and all environmental laws; those arising from or in aCx, w1i • 
related to Lessee's operations oraoy other of Lessee's activities on the Leased Premises; those arising from Lessee's use of the surface of the Leased Premises; tUlS those 
that may arise out of or be occasioned by Lessee's breach of any of the terms or provisions of this lease or uoy other uct or omission of Lessee, its directors, officel'!l, 
employees, partnurs, agents, contl".ictors, subcontractors, gue.~ts, invitees, and their respective successor~ and ussigns. Each assignee of this lease, or an interest ?t"1iint • 
agrees to be liable for, exonerate, indemnity, ddi..-.1d und hold haunleas the Stute of Tex.a~ and the: owner of the soil, their c,mccrs, employees, and agents iii th• sarll" 
manner provided above in connection with the activities of lessee, its officers, employees, and agents 11s described nbovc, F.XCF,PT AS OTIU:RWISE EXPRliSt,L \i 
LIMITED HEREIN, ALL OF TUE [NDEl\<INITY OBLIGATIONS AND\OR l.IABILITIES ASSUMED UNDER Tim TERMS OF THIS AGREE'1~ • 
SHAU, IU~ WITHOUr UMITS AND WITHOlrr RF.GARD TO THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXISTING CONDITIONS), 
STRICI' LIAlllLITY, OR THE NEGLIGENO: OF ANY PARTY OR !'ARTIES (INCLUDING THE NEGLIGENCE OF TllE INDEMNlFlF,n rARTY), 
WHETHER SUCH NEGLIGENCE HE S0(,E, J0LNT, CONCURR!i:NT, ACTIVE, OR PASSIVE. 

34. EJl.'VIRONMENTAL HAZARDS. Lessee sbnll use the highest degree of care and nil reasonuble safeguards to prevent contamination or pollution of any 
environmental medium, including soil, surface waters, groundwater, s~limcnts, and surface or ~ubsurface strata, umbicnt uir or uny other environmental medium in, on, 
or under, the Leased Premises, by any waste, pollutant, or contuminant. Lcs~ec ihall not bring or pennit to remain on the Leased Prernises any asbestos containing 
materials, explosives, toxic m11terials, or substances rei,,'1.llated as liazar<lou8 waste,i, hazardous materials, hazardou., substances (as the term "Hazardous Substance" is 
defined in the Comprehensive Environmental Response, Compensation and LiabilLty Act (CERCLA), 42 U.S.C, Sections 9601, et seq.), or toxic substances un1for any 
federal, stato, or local law or regulation ("Hazardous Materiab"), except ordinary products commonly usc<l in connection with Oil 11nd Gas ellplomtion and development 
operations and stored in the usual manner and qunt1tities. U:SSJ<:E'S VIOLATION 0FTIIE FOREGOING PR0lllDITION SHALL CONSTITUTE A MATERIAL 
BREACH AND DEFAULT H.EREUNOER AND LESSEE SHALL INDEl\lNIFY, HOLD HARMLESS AND DEFEND THE STATE OJ<' TEXAS AND THE 
OWNER OF THE SOfL FROM AND AGAINST ANY CLAlMS, DAMAGES, JUDGMENTS, PENALTIES, LIAlHLITIES, A.NI> COSTS (lNCLUOING 
REASONABLE ATT0RNl:YS' FEl<:S AND COURT COSTS) CAUSED RY OR ARISING our OF (1) A Vl0LATION OF THE F0RlWO[NG 
PROHIBITION OR ('2) THE PRESENCE, RELEASE, OR DISPOSAL OF ANY HAZARDOUS MATli:RlALS ON, UNDER, OR ABOtrr THE LEASED 
PREMIS~:s DURING LESSEE'S OCCUPANCY OR CONTROL OF nrn LF.ASED PREM(Sli:S. LESSEE $HALL CLEAN UP, REM0Vlo:, REMEDY AND 
REPAIR ANY SOIL OR GROUND WATER C01''TAMINATl0N AND DAMAGE CAUSED BY nu: PRF..SENCE OR REUUSI<: OF ANY HA7.ARD0US 
MATERIALS IN, ON, UNDER. OR AR0UT THF. LEASED PREMlSFS DURlNG LESSEE'S OCCUPANCY O(;' THE LEASED rREMISES IN 
CONFORMANCE WITH THE RF.QUIRF,MENTS OF APPLICABLE LAW. TlllS lNDl<:MNIFICATI0N AND ASSUMPTION SHALL APPLY, nur IS 
NOT LIMITED TO, LIABrLITY FOR RES PO 'SE ACTlONS UNDERTAKEN PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR 
REGULATION. LESSEE SHALL IMMED[ATl!:LY GIVE THE STATE OF TEXAS At"1D l'ILE OWNER OF THE SOIL WRITTEN NOTICE OF ANY 
BREACH OR SUSPECTED BR[ACII O.F nus PARAGRAPH. UPON LEARNING OFTIIE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON 
RECEIVING A NOTICE rnoM ANY GOVERNMENTAL AGENCY PERTAINING TO HAZARDOUS MATERIALS wmcu MAY Al<'I•'ECf TllE 
LEASlm PlillMfSES. THE OBLIGATIONS OF LESSEE HEREUNDER SHALLSIJRVIVli: THE EXPIRATION OR EARLIER n ~RMlNATION, l<'0RANY 
REASON, OF THIS LEASE, 

35. EXECUTION: This lease roust be signed and acknowledged by the Lessee before it is filed ofrecord in the county records and in the GLO. 

36. LEASE l<'ILING: Pursuant to Chapter 9 of the Tex.. Bus. & Com. Code, this lease must be filed of record in the o01ce of the County Clerk in any county in which 
all orany part of the Lensed Premises i~ locntec.1, and certified copies thereof must be filed in the GLO. This lease is not effective until a certified copy of this tense (that is 
made and certified by the County Cleric. from his records) is filed in the GLO in l\Ccor<lnncc with Tcxos Narum! Resources Code Sec. 52.183. Additionally, this lease shall 
not be binding upon the State unless it recites tho nclunl nnd true considcmtion pnid or promised for execution of this lease. TI1c bonus due the GLO and the prescribed 
filing fee shnll nccotnpnny the ccrtift.:d C\lpics sent to the GLO. 

Exhibit A - Addendum is attached hereto and 

11 incorporated by reference . 

- \ \ 
.... , ,.... ,,. ., '-' . 
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LESSEE: 

APACHI! CORPORATION 

• • •••••• • 
• • •••••• • 

• 

• • •••••• • 
• 

••• • • • • •• 
•• • • • • • •• 

(CORPORATION ACKNOWLEDGEMENT) 

STATE OP TEXAS 

COUNTY OP HARRIS 

BEl'ORE ME, the undersigned authority, on this day personaUy appeued fnstin ll Matthews known to me to be the person whose name ls 
subscribed to the foregoing Instruments as Attorney-In-Fact of Apache Corporatlon and acknowledged to me that he executed the same fo r the purposes and 
consideration therein e.tpressed, 1n the capacity stated, and as the act and deed of said corporation. 

Given under my hand and seal of office this the / !3-f:!L <lay of Oc/2~ , 2022. 

12 
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LESSOR: 

MOSHE!Lz ~ ~J 

BY: HARRIS E. KERR, Agent nnd Attomey-In-f~t f!!l._ . t .P · 
MOSHE KERR, n11d as Agent for the State ofTexas ~U--, "'--~ 

STATE OF TEXAS 

COUNTY OF (\ll. c O l f\\JO 

BEFORE MB, the undersigned authority, on this day personally npp~arcd HARRIS E. KERR, as Agent :ind Attomey-In-Fnct for MOSHE 
KERR and as Agent for the State of Texas, known to me to be the p~rson wh,1sc name I~ subscribed to the foregoing Instrument, nnd ncknowlcdgcd to 
me thnt he executed the same for the purposes and considcrnti<)n therein c:,cprcsscd. 

Given under my hand and seal of office this--~--'?-~ <lay of :r~2022. 

13 

,. 

• • •••••• • 
• • •••••• • 

• 

• • •••••• • 
• 

•• • • • • ••• 
•• • • • • • •• 
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EXHIBIT A- Addendum 
To Oil and Gas Lease dated July 18, 2022, by and between The State of Texas, 

acting by und through its Agent, Moshe Kerr, 
and Apache Corporation 

The tern1s and provisions set forth in this Addendum are incorporated into and made a part of the Oil and 
Gas Lease referenced above. To the extent any term or provision contained in this Addendum is in conflict with 
or contradicts any term or provision contained in the main bo<ly of the lease, the terms and provisions of this 
Addendum shall control. The terms and provisions contained in this Addendum are intended to, and do hereby, 
amend and modify the terms and provisions contained in the main body of the lease. Unless otherwise expressly 
stated, all section references in this addendum are to the sections in the main bo<ly of the lease. 

1. PAID UP OIL AND GAS LEASE: This is a three-year, fully paid-up lease; and the delay rental 
payments for years two and three of this lease have been prepaid with the bonus consideration. No annual rentals 
are due. Consistent therewith, Section 3 and Section 9(a) are deleted and reserved. 

2. COORDlNATION OF PUGH CLAUSES WITH CONTINUOUS DEVELOPMENT 
CLAUSE: In the first sentence of Section 7(a) the following phrase is stricken: .. two (2) years after the expiration 
date of the primary term". This stricken phrase is replaced with the following phrase: "at the end of the primary 
term or the period of Continuous Development described in Addendum Section 3, whichever is later,". 

ln the first sentence of Section 7(b) the following phrase is added immediately after "expiration date of 
the primary term" and immediately before "this lease shall further terminate": 

• • •••••• 
"or the period of Continuml~ Development described in Addendum Section 3, whichever is later, ". • 

• • •••••• • 
3. CONTINUOUS DEVELOPMENT: Notwithstanding subsections 7(a) and 7(b), if this lease-is 

hel<l at the end of the primary term pursuant to its terms, it shall continue to be held in its entirety (subject to the 
further conditions of this Addendum section 3) for so long as Lessee continuously develops the leased preinis~ . . ..... . 
by dnllmg and completing no fewer than two wells per year on the leased premises (or lands pooled there~ith) 
during every year after the end of the primary term. For the first year after the end of the primary term, any. \Veij 
commenced prior to the end of the primary term does not count as a well for purposes of this section. Only wel,I! • 
spud and completed during an anniversary year period will count toward the minimum drilling requiremen" fot. ••• that year. If Lessee fails to drill and complete at least two wells during any anniversary year after the end of the 
primary term, then this lease shall automatically terminate at the end of that year as to the acreage amounts and 
depths as provided in section 7(a) and 7(b), and Lessee shall execute a release as provided in section 7(c). 
Notwithstanding anything contained herein to the contrary, during the period of continuous development the lease 
must be maintained by production in paying quantities or as otherwise may be provi<le<l in the lease or it shall 
automatically terminate. 

4. This section is deleted an<l reserved. 

5. Royalty Percentage. 

.. 

., 
r 

I 
. ..:J---

ADDENDUM 
n ......... 1 ,,.,., 

(A) The royalty percentage for Oil under Section 4(a) shall be twenty five percent (25%). Oil 
includes all liquid hydrocarbons, including condensate and field drip, that arc extracted by 
separation equipment located at the central tank battery servicing the Lease or a pooled 
unit in which the Lease is included. 

(B) 

(C) 

(D) 

The royalty percentage for carbon black, carbon dioxide, sulphur or any other products 
(including water) produced (excepting Oil, Gas, or NGLs) under Section 4(e) shall be 
twenty five percent (25%). 

The royalty percentage for Non•Proccsscd Gas under Section 4(b) and Processed Gas under 
Section 4(c) for any given month X will be detennined in the manner described in this 
Addendum Section 5(C). First, the Average Waha Index Price (AWIP) for monthX-1 (the 
month prior to month X) shall be calculated, according to Addendum Section 5(E) below. 
The AWIP for month X-1 shall then be placed into the appropriate row of the schedule in 
Section 5(D) below, which will detennine the royalty percentage rate to be used for Non­
Processed Gas under Section 4(b) and Processed Gas under Section 4(c) for the month of 
X. 

Sliding Royalty Schedule 

A \VIP ($ / MMBtu) 
Below $2.85 20% 



6. 
20(a): 
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(E) 

$2.85 - $3.50 22.5% 

$3.501 - $4.50 25% 
/It 

Above $4.5.P 30% 
.. 

Calculation of Average Waha Index Price (AWIP) For Any Month. For any given month, 
the A WIP shall be the simple monthly average (i.e. the sum of the price for each day <luring 
the month divided by the total days in the month) of the price published in each clay's issue 
of Platts' Gas Daily (as published by S&P Global) for such month under the beading ''Final 
Daily Price Survey" for "Southwest" for "Waha" under the colwnn "Midpoint" (each day's 
price being the "GD Waha Index"). If the GD Waha Index is not assigned a value on any 
day ("Non-Posting Day"), the price assigned to the Non-Posting Day shall be the average . 
of (i) the last GD Waha Index posted prior to the Non-Posting Day and (ii) the next 
available GD Waha Index posted ail:er the Non-Posting Day. If the GD Waha Index ceases 
to be published, all references to "GD Waha Index" shall be replaced with the Gas Daily 
location, in the aforementioned Gas Daily publication, under the "Southwest" heading that 
is in closest geographic proximity to Waha with a Midpoint closest to that of the GD Waha 
Index during the six month period prior to cessation of the GD Waha Index. · 

Pre Payout Royalty on Un leased Interests. The following sentence is added to the end of Section 
• • •••••• • 
• • 

"The pre-payout royalty percentage described in this Section 20(a) shall be detennined in the same manlier9 
described in Addendum Section 5." • 

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK} 
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\S 
ADDENDUM 

• • •••••• • 
• 

•• • • • • • •• 
•• • • • • " .. 
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Instrument Number: 2022007252 

Real Property Recordings 

LEASE 

Reeves County 
Dianne 0. Florez 

Reeves County Clerk 

Recorded On: October 20, 2022 01 :27 PM Number of Pages: 16 

" Examined and Charged as Follows: " 

Total Recording: $82.00 

***'""""*** THIS PAGE IS PART OF THE INSTRUMENT*****-** 
Any provision herein which restricts the Sale, Rental or use of the described REAL PROPERTY 

because of color or race is invalid and unenforceable under federal law. 

File Information: 

Document Number: 

Receipt Number: 

2022007252 

20221020000016 

Record and Return To: 

MITCHEL PETROLEUM /PICK UP 

Recorded Date/Time: October 20, 2022 01 :27 PM 

User: 
Station: 

Rebecca G 

CLERK07 

STATE OF TEXAS 
Reeves County 
I hereby certify that this Instrument was filed in the File Number sequence on the date/time 
printed hereon, and was duly recorded In the Official Records of Reeves County, Texas 

Dianne 0. Florez 
Reeves County Clerk 
Reeves County, TX 

T 

_lie 

• • ... , ... . . 

• • .... 11 ... 

• 
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Commissioner Dawn Buckingham, M.D. 

By: ~ 
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%1:ustin, 'arexas 

Generul Lllnd Office 
Relin<1uishment Act l,ease Form 
Revised 9/21 

OlL AND GAS LEASE 

nns Oll AND OAS LEASE is made and entered into to be ctlcctive July l!I, 2022 (the "effective date"), by nnd between tho State orTcx.ns, 
• • •••••• • 

• acting by and through its agent, HUBBARD ENTERPRISES, LLC rv\ 
whose address is. -6,10 H11nie J..1'HI; li'Ql m .. th l.. Ghctl, Mi,!11111,I, Texas 99;'ft('J• ?. 0. B~,, 5 l.,, L&. s C., tA,C:.~ s ~8aa't 
said agent herein referred to as the owner of the soil (whether one or n,ore) ("owner of the soil''), nnd Apache Corporation • • • •: • 

• 

(MLessee"), whose address is: 2000 Post Oak Boulevard, Suite 100, lloustou, Texas 77056 •• • • • • • •• 
J. GRANTING CLAUSI!:; RESEHY ATION; 1.IONUS. f'or goo<l and valuable consideration, th~ recdpt and sufficiency of which nre hereby acknowledged, 1111U1the • 

covenants contaim1d herein, the State of Texas, acting by and through the owner of the eoil, hereby demlJJes, grants, leases and lets unto Lessee the non-exclus.ive riht"t• •" 
explore for, and ihe exclusive right to produce and take, Oil aucVor Gas from the Leased l'rcmfaes (defined below) on the tem18 nnd conditions set out in ihi5 lease. Lessee's 
right hereunder to explore for Oil and Gas from the Leased Premises is non-exclusive. The Texas General Land Office (the "GLO") expressly retainll and reserves the 
concurrent right to grant third parties (i) seismic, geophysical and geological permit,, and to enter into other agreements with third parties, which pmnitll or ugrccmcnls 
~hall allow such third parties to conduct geophysical, geological, or seismic suTvcys on, ovcr, under, tftrough, un,1 i1cross the land covcrtl(i herein during the term ofthi~ 
lease, and which seismic, geophysical, or geological surveys shall not uorcasonably interfere with Lessee's drilling or production activities 01, the Premises, and (ii) 
ingress and cgrc~s and use of the Leased l'rcmiscs by the GLO and its lessees and pcrmittccs to explore for and produce minerals that arc not covered, or that might not 
be covered in the future, under the terms of this lease, but thnt might be located within the surface boundaries of the Leased Premises. All of the rights in and to the 
Leased Premises retained by the GLO and all of the rights in and to the Leased Premises granted to Lessee herein shall be Cll,Crciscd in such a m3Mcr that neither shall 
unduly interfere with the opcrntions of the other. 'l11is lease is made and cniered into subject to any existing rights of way, easomcnts, georhysical or geochemical 
cxplorntion permits. 

The bonus considerntion paid for this lease is as follows: 

To the State ofTeMs: Fifteen Thousand Dollars and No/1.0~~------

Dollars ($ 15,000.00 

To the owner ofth~ soil: fifteen Thous.ind Dollars and No/1UU8 

Doltors ($ 15,000.00 

Total lmnus consideration: Thirty Thousand D0111\rs nnd Noll OOs 

Dollnrs ($ 30,000.00 

The total bonus consideration pnid represents a bonus of ______ O-'---n-'-e-'-th_o'-u'-s'-a_n.;_d_f-'-iv_ec.....:..:.h.:..:.u'""'nd.:.c.r:....:ec..:.d'----____ dollors ($ 1,500.00 ) per 
acre, on :20,0 net ucr(:?;. 

2. TERM. This lease shall be for a term of three ( J ) years and zero ( u ) months commencing on the effective date (the "primary 
term"), and as long thereafter as Oil or Gas is pro<luctd in paying quantities from !ht: following "Lea8cd Pr~mi8cs" (hcrdn ~o called), to-wit: 

Part/Section: 40.0 acr~s of land, more or less, being the Northeast Quarter of the Northwest Quarter (N£4 of the NW4) of Section 26, Block 71, Public School Land 
Survey, A-5427, Reeves County, Texas. 

Block: 71 

Grantee/ S11rvey: Public School Lllnd Survey 

Acres: 40.0 

County: Reevu 

Abstract: 5427 

,c 
'V -

- ,,, ,-,,.. .... ~, Cr a 
..., ~ '-"" .a:.., .I .i. 
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3. BELAY ltEN'fA:L9. if no wcH is couuucuecd on the Lca.1ed P,etnises 011 o, befozc 0.1c (l) 5 Cttt fio.u !he effective date, this Misc shaU tcr1ninatc 1 uulcss on 01 

bcfu:c sucl1-m111i.cumy d11!c Lc.•scc el,all i,,1) to the owfter of the .mil m to hi .,c,edit in the I:lm.k, 
at 01 ii, st1ccc.1so1.1 (nhic-h sl,11II co111i11tte as t!.e dq>0si10,, 1cgt.1d!ess ofelm:.ge.1 in t!,e o,mership 
of snid lmid~, !he umomtl specified klo o, i1111l'!di1ion, Le.me shnll pn) to the COMMISSIONER Of TIIE 6O/f:!bltL b',HD 0f'f'fCE Of TIIE frfiltTE Of TE~~S, 
AT AU!JTHI, TEJL't!3 , u like. sunron or bcf.,rc suid deie. i'ri,mcnls m,dc1 tl,is purasrnplt shnl l-opcrntc a.1 a ie11trll a11l'! s'.mll eo,er t~.c p1i1ilcsc of elefuning the 
counucuccuicnt ofu ¥Otll fu1 01.c (l) 1cm ti0111 said dat..,. Pay1r1c11!.s 011d .... 1 tiri.s pmug1Z1ph slhtll be i.1 the following mnoun!.J. 

I otal IJclny kel\tnl. Odllltl's ($ _____ ~ 

h1 a Ii.kc n1sm.ct ru.d upon like puJmCJtts 21111ma:ly, the co11m1c1.c.cmcm of21 t\cH Jl.21) be fmtJ1c1 dcfc:ucd fat 3ucccssiec i.ctic,ds (Jfonc (l) 1cm each dmi.1g the ptimmy 
tcnn. Al~p~1y1ucnts ofzcwal to t:he ow act of the soil lllUJ be n1udc by check ofLcssl,,c or any ,,,,tgnee ofibi, tea.,e, and tuay be del ivctcd on ot before t:bc 1c11ta! paying 
1lt1!1h [f 1l1t1 l,t1nlt ,lesig,1e1ed i,11hj~ flflfA~1·t1J1k E"' i1u tl1.1uo~!l'.!dit1nl1) ~huuld ue11ae h eni.it, 011uren.l huaifleas, lii,11i,fo!e, lt1il er liu u11uuu~tl otf liy i,nulh~, bt1nli , er fur An) 
re!l!eft fftil 1,r rel\iuo Ill t1eeeri re111nl , Lnuetl ul.ull net li e held in defi1t1lt fer lt1ilurJ le 1.1Hl1~ Utltlll I"'' 1neri!u uf rer!l11I 11111il t!.irl) E30) tlu, .; ufter 11,e e .. ner efll.e u~il uhull 
ddi+c1 to Lessee a p1opc11eco,d~1ble insttm1tc11t umuiug z.nothc. bank as agv.~t to 1eceire- such pa11ncuts. 

• • 
4. ROYALTY: AU capitalized terms us~d in this lease that are not defined in this lease shall have the meanings given thtm in Title 31, Part I, Chapter 9 of the :~la!•• 

Administrative Code (the uRules'1, Upon production of Oil , Ga6, and/or other products from the Lea.~ed Premises, Lessee agreeH to pay or cause to be paid one-hal,( 1/2) • 
of the royalty provided for in this leaso to tho GLO, for the use and benefit of the S1ate of Texns, and one-half ( 1/2) of such royalty to the owner of the soil, cnch ~t !he•• 
following royalties as applicable to the sub~tanccs ac111ally produced from the Lensed Premises ond/or subsequent processing: • 

(a) OlL: As a royalty on Oil, a monctnry royalty of twenty 0vc percent ( 2S %,) of the value of the Gross Production, unless the Commissioner of the 
General Lsmd Office of tl1e State ofTcxns (the "Commissioner") or thu owner of the soil, at the option of either, elects t,1 receive its royalty in kind pur.mnnt to 
section 4(1). The value of the Gross Production shall be calculnted at the point the Oil is Ready for Sale and Use and without deduction for expenses, as dcs:Qw: • 
in section (4)(k), and dctem1incd by the greatest of: (i) the highest posted price, plus premium, if any, paid or offered for Oil of a like type and gravity,n the 
general area where produced and when nm, (ii) the highest market price thereof paid or offered in the general area where produced nnd when nm, or (iii) tta! 

gross proceeds oflhe salt: thm :of. See Addendum Section 5 for sliding scale royalty on non-processed gas : • •.: • 
(b) NON-PllOCJi~SSED GAS: A~ a royalty on any Non-Processed Gas, a monetary royalty of twenty five percent ( 2S ¾) of the value ofth~oss. 

Production, unless the Commissioner or the owner of the soil, at the uption of either, clo:cts to receive its royalty in kind pursuant to section 4(1). 1he vlul i.f. • 
the Gross Production shall b~ culculatcd (i) at the point at which the N0t1-Processed Gas is Ready for Sale an<l U8C and without deduction for expenses, us 
described in section (4Xk), (ii) on a Dry Gas basis as to both volume nnd energy content (as <lllllcribed in the 8ection 30 dellnitions bdow}, and (iii) based on the 
higher ot: 

(A) the highest market prict: pnid or offered for Gas of compamblc quality in the general area wl\cro produced and when nm; or 

(A) the gross price paid or offered to the Lessee; provided that the ma.ximum pro.)ssmc base in measuring the Ott~ under thL~ lca.~c contract shnll equal 
14.65 pounds per square inch absolute, nnd the standard base tcmpcrnturc shall b,: si1tty (60) degrees Fahrenheit, correction to he made for press\lI'C according to 
Boyle's Law, and for sped fie gravity nccording to a test n'k~dc by chromatographic analysi.s or the Balance Method. 

Provided, however, tl:iat jfNon-l'roce5sed Gas is sold to a parent, subsidiary or affiliate of Lessee, then the royalty due hereunder sbnll be based on the vnlue 
of the Gas as either Non-Processed Gns or Processed Gas, as the case may be, in tbe first sule to a third party in nn agreement negotiated at arms' length. 

See Addendum Section 5 for sliding scale royalty on processed gas 
(c) PROCESSED GAS: AJ a royally on any Procc~sed Gas, Lessee agrees to pay a monetary royalty of twenty five percent ( 25 •/•) of the va lue of 

the Residue Ga., and the NGLs extracttld, unless the Commhsioncr or the owner of the soil, at the option of either, elect, to receive its royalty in kind puINuant 
to section 4(1). The value of the Gross Production shall be calculated nt llle point the Residue Gas umVor the NGLs, respectively, are Ready for Sale and Use. 
All royalties due herein !lball be on J 00¾ of the volume of the Gas produced from the Leased Premises (calculated on n Dry Gas ba~i~ as to both volume and 
energy content, as described in the section 30 dt!t1nitions below) us mcll3urcd or a1tributed at the iitlct of the Processing Plant. The royalty due from Le~sce 
hereunder 8hall be based on the greater value of: 

(l) the .~um of the values of (A) 100% of the Residue Gas MM£ltus attributable to the Ga$ dercnnincc\ at the plant recovery efficiency applicable to 
each NGL component, plus (13) the net value of the NG Ls alter deduction of all applicahlc Oas processing fees 11nd/or the value of the NG Ls at the applicable 
liquid~ percent of proceeds nccrning to U1c Processing Plant; or 

(2) the sum of the values of(A) 100''/oofthe nvniluble Residue GM MMBtus attributable to the Gas, plus (B) the value of the NGLs at the npplicnble 
minimum liquids POP'¼, csh1hlishcd herein in section 4(d), without deduction or reduction iu the value of the NGLs by a ~ercent of proceeds or nny other foes 
or 11rljustments of any type, fom1, or cbnrnctcr; or 

(3) the "keep whole" value ufthe Gas us de~cribed in section (4)(1). 

!'or purposes of calculating the royalty due hereunder, the respective values of the Residue Gas und the NGLs shall be ba~ed on the greater of: 

(l) the highest murkcl price paid or oITered in the general nrea for (A) nny l'ipeliue-Quality Residue Gas, and (13) NGLs, as either Raw Mix or 
merchantable und murkctablti commercial grades and/or blends of each of the individual components, after fractionation, of comparable quality in the genernl 
area, or 

(2) the (A) gross price pnid or offered to Lessee for such Pipclinc-Qunlity Residue Gas, an,i (B) weighted monthly average gmss selling price for the 
rc.spectivc grades of NGls, as oithor Raw Mix or merchantable nnd marl::ctnblc commercial grades and/or blends of eaclt of the individual colllponcnts, nftcr 
fractionation. 
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No foCli or cost::J of any kin<l ~hall be dcdu~tcd from the vulu~ of GaH that fa bypa~sed uround u 01111 Procc .. ~iDg Pinnt und then blended with Ga~ tbnt wus procet;i;\!d 
to remove liquefiabte hydrocarbons at, or at a point dr,wnstrearn of, the tailgate of the Procc~~ing Plant, a.k.u. "conditioning". The value of Gas bypuss~>tl around 
a plant in which no liquefiable hydrocarbons or NGLs nre removed from the Gas ~halt equal that for Non-l'rocessed Gas per section (4)(b), 

Provided, however, that if NGLa arc recovered from Gas procc8,cd in a plant in which Lessee (or its parent, subsidiaiy <Jr affiliate) owrui an interest, then the 
POP% applicable to NGLs shall be the greater of (K) the api,licable POP% rer section 4(d), or (y) the highest percent accming to a third party processing Gas 
through such plant under a prncessing agreement negotiated at nrtns' length. 

(d) APPLICABLE MINIMUM LIQUIDS PERCENT OF PROCEEDS: (I) The applicable minimum liqidds percent of proceeds ("POP"/4") of the total 
availnblc liquid hydrocarbon content volume for nil NGLs, except ethane, Rhnll, rcgardkss of the natura l Gas liquids recovery process or Ga~ pmccs~ing 
agreement terms nnd/or conditions, be cqunl t,) tbc following: 

(A) 70% for Gas with a heating content or IlTU value cqUlll to or greater than 1100 RTIJ/SCF; 
(8) 60% for Gas with n healing coutc.nt or BTU value cqunl to or greater thnn I 070 BTU/SCF but less thnn 1100 BTU/SCF; and 
(C) 50¾ for Gas with a heating wntent or BTU value lt:ss than I 070 BTU/SCF. 

(2) ·nie available liquid hydrocarbon volwne, in gallons, of each NGL component used to calculate the value of the NG Ls at the applicable POP% 
shall equal the product of(A) the Processing Plant inlet Gas volume, in MSCF, on a Dry Gas basis, times (B) the galloilll per MSCF of each component calculated 
per the applicable standards, at 14.65 pounds per square inch absolute and 60° Fahrenheit, according lo a test mude by chromatogrnphk unalysis of the Ga.~, 
Cllcept ethMe, where the th<.-oretical gallon.~ of ethane availaLlc in the Gas shall be reduced by the Proces.1ing Plant rce<1vcry efficiency of ethane ihen ~: • 
specified in proce~sing agreements negotiated at ,mu's length between the !~see and the plant for ead1 dedicated Prncessing Plant and each Processing f>lant 
that may process the Gas in a series of pl;mts. : • • •: • 

• 
(3) The available Residue Gas MMBtu amount used in the calculation of the royalty value in section 4(c)(2) sh,111 cqunl the product of (A) the, 

Processing Pinnt inlet Gas MM!ltu 11moux11 lcss the sum total MM Btu of shrinkage calculated for the availahle liquid hydrocarbon volume in scctkm 4(d)(2) for 
each NGL component, times (Il) one (1.0) minus the lesser of(l) the plnnt fuel MMBtu pcrceutngc divided by 100%, or (2) 0,035, 

• • 
(c) OTHER PRODUCTS: As a royalty on carhmi blnck, cnrbon dioxide, sulphur or any olhec products (Ltlcluding water) produced (excepting Oil, Gas, or~•• 

addressed separately above), Lessee agrees to pay a monetary royalty of twenty live percent ( 25 •;.) of the value of the Gross Production of sue~ 
products, unless the Commissioner of the <Jenera! Land Oflice of the State of Texas (the "Commissioner") or the owner of the soil, at the option of either, elects 
to receive its royalty in kind pursuant to section 4(1). ll1e value of the Gro,s Production shall be calculated at the point the other products are Ready for Sa,•rad • • 
Use and without deduction for expenses, as described in section (4)(k), such value to be based on the higher of: • • • 

(I) the highc~t market price of each product, dLlring the same month in which such product is produced; or 
(2) the average gross sale price of each product for the same month in which such products are pro<lL1ced. 

••• • • • • •• 

(() KII~P WHOLE: Nvtwithst,mding any other provi:;ion ofthi~ lease to the contrary, Lessee may not pay a royalty hereunder for Processed Gas that is less than 
the royalty that would have been due under section 4(h) for the total energy content oftl1e Processing Pinnt inlet (ins ifit had not hccn processed. 

(g) NON-SALES DISPOSITIONS: As a royalty on non-saks dispositions of Gas, including but not limited to vc11tcd Gas, tlarcd Gas, flash Gas and lease fuel 
Gos, Lessee ngrces to pay a royalty based on the royalty provisions fo r Non-Processed Gas described in section 4(b) of this Lense (but without requirement of 
mcrchm1tability or n,arkctability) if the Gas produced from the Leused rremiscs is not processed; otherwise, the royulty on non-sales di~'{IOsition.~ of Ga.~ shaU be 
hascd on the royalty provisions for Processed Gas described in section 4(c) for Residue G11s. 1t~ for whntcvcr rcns,111, there arc no Gus sales dispositions, then 
Lessee a(,'l'CCS to {lay royalty on one fourth ( 1/4) part of the total energy content l)f the Gas, in MMBlll detwnincd on a Dry (fas hasis, based on the posted mnrket 
price of natural Ga.~ at the nearest applicable Gas market hub in $/MMBh.L 

(h) l'LAN'f l<'Ull:L AND RJ!:CYCLED GAS: No rnyalty shall be payable 011 any Gas as may represent this lease•~ proportionate share of any fuel used to process 
Gas produced hereun<ler in any thir<l party <Jas pru,cssing plant pursuant to section 4(c); provided, however, that this lease's proportionate share of any such fuel 
used to process Gas shall be th<l lesser of (I) the plant fuel MMBtu percentage of the total plant inlet MMBtu amount (as determined by contract or, if none, by 
actual MMBtu amounts), or (2) 3 ,5%, and royalty shall be payable on any Gas in exce:;s of ihat !< .. '!!~er amount. Subject to the const'Dt iD writing of the GLO, 
Lessee may inject Gas for secondary or enhanced recovery operations or for Gas lift purposes into any Oil- or Gas-producing formation in the Leased Premises 
after the liquid hydrocarbons contained in the Gas have been removed, and no royalty shall be payable on the Gas so injected tmtil such time as the same may 
thereafter he produced and sold or 11Ned. 

(i) CONSERVA.TION: Lessee shall use all rcasonnblc menns to prevent the un<lcrgrmmd or above ground waste of Oil or Gas and to avoid the physicnl waste, 
f!Mng or venting of Gas produced fr<)IU the Leased Premises. 

(I) DUTY TO MARKET: Lessee shall exercise due diligence and use :ill rcnsonable efforts in marketing any and all production from the Lensed Premises, nt no 
cost to owner of the soil, to obtain the best price reasonably available for the Oil and Gas. 

(k.) NO DEDUCTIONS: Except for fees or deductions that may be permitted pursuant to section 4(c), Lessee shall pay or cause to be paid royalty due under this 
lea~e without deduction for the cost ofpro<lucing, gathering, ~taring, separating, treating, dehydrating, conditioning, compressing, processing, transporting and 
otlierwise making the Oil, Non"Processed Gas, Processed Gas, and other products hereun<k>r Ready For Sale nnd Use, whether home by Lessee or by third­
party purcbascrn and whetbcr stated as a deduction from the price or an adjustment to the price based on location or condition. If any contract by which Lcssce 
or an Affiliate of Lessee sell~ Oil or Gas produced hereunder makes dcductivns or utijustments to the price to a,count for costs of producing, gathering, storing, 
separating, treating, dehydrating, comlitioning, compressing, p!Ol:essing, or transporting of Oil or Gas produced from the Lea.1ed Premises, then such 
deductions shall be added back to Uie price received for purposes of computing the Gross ProdtH;tion upon which royalties are to be paid. The owner of the 
soil, Uie GLO, and Lessee agree that the foregoing provision is to be given full eflect and i~ not to be construed as "smplusuge" umfor Heritage Re,vo11rces, 
!11c. v. Nati01Lrba11k, 939 S.W.2d 118 (Tex. 1996). 

(I) ROYAL TY IN KIND: Lessee shall pay monetary royalties based on the v;i lue of the Gross Production from the Leased Prcmi~es, unless the GLO or U1e owner 
of the s,,n, at the option of either, elects to receive its royalty in kind. Lessee shall pay Oil or Gns royalty, or b1)th, in kind without deduction for e1tpenses, as 
described ir1 section ( 4 )(k), necessmy to make the Oil, Gas and nny other products Ready for Snlc ,md Use. The 0W11cr of the soil or the GLO mny change its 
clc,;don to take royalty in kind or monetnry fomtnt any time or from tinlC to time by giving Lessee notice of such election not less than sixty (60) days in ndvnn<:e. 
If the owner oftl1c soil or the GLO elects to take its royalty production in kind, ii may elect to have the royalty production of the Oil, Gas, and any other products 
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that arc in a Ready for Sale l!Ild Use condition delivered in kiml at the l1.1ca1i1.1n Lessee sells its production, or at another location munmUy acceptabfo to owner of 
the Boil or the GLO and Lessee. Lessee shall bear all c;osts to the point of delivery. If the GLO or the owner of the soil elects to tuke its royalty in kind, the 
parties agree to execute either the St.itc's fonn of Gas Balancing Agreeroont or any otl1er agreement that ill acceptable to owner of the soil or the GLO and Lessee. 

(m) SEl'AHATION: Lessee agrees that before any hydrocarbollll in liquid fonn and any Gas produced from the Leased Premises ill sold, tmnsforred, surface 
commingled with the production from any other lease tract and/or pooled unit, or is used or processed in a plant, it will be run free of cost to owner of the soil 
and the GLO through a r,ravity-bascd Oil and Gas scpnmtor of convcntion11l type nnd of ndeq11a1c size nnd efficiency such that nil liquid hydrocarhons recovernblc 
frorn the Gas by such means shall be recovered. Upon written consent of the GLO, Lessee may apply other forms of scpnrotion equipment that are nt least ns 
efficient as a gravity-based scparntor upon such terms nnd conditions ns prescribed by the GLO. Upon written cousent of the GLO, the r:cquircmcnr that such 
Ga~ anrl liquid hydmcarbon.i be nm through a separator or other equipment mny be waived upon such terms and conditions as prcscribcd by the GLO. Lessee 
must request and obtllin a wuivcr in writi.og from the GLO before the installation anrVor use of any full well stream/wet Gas/muhiphase flow meters tlrnt measure 
:my production on or from the Leased Prcmi$C$. 

(n) COMMINGLING: l..:ssec must obtain prior written pem1ission from the CLO per JI TAC §9.35(a)(3) before surface coruminglillg Oil and/or Gus production 
from a state leaJe or pooled uu.it with the production from uny other private or state lease and/or unit into (i) a common manifold and/or separator, (ii) common 
storage, (iii) a common galliering system or pipeli.11e, or (iv) to utilize an off-lease Gas supply to inji:ct Gas for lift purposes into any Oil- or Gas-producing 
formation in the Leased Premises. These requirements are in addition to, und apurt from, the requirements of any other s1<11e an<l/or federal agency. 

(o) METERING: Lessee agrees that any hydrocarbons in liquid form and 2uy Gas produced from the Leased Pn:mises shill! be measured separately before the • 
liquid hydrocarbons and/or Gas leave the Leased l't'emises. Lessee agrees to comply with all applicable American Gas Association (AGA) Standard~. as w~r ts••• 
the American Petroleum Institute (Al'l) Manual of Petroleum Mcasurem~t St,m<lards (MPMS) for any uiea~urement device or tank that covers the stancwrds, • 
practices, guidelines, r~ccmmcndation~ and proccc.lurcs which inclmlc, but un: not limited to, the d~sign, installation, calihrnticm, testing and h,mdling ofsarC~es9 • • 
and operation ofa metering system used for the measurement of hydrocarbons in liquid fonn or Gas at any meter l<Jc,,tion on the Leased Premises, at a point o~ 
lease custody transfer, forthe'purposo oflcn.~c allocation in the event of surface commingling, or for the reporting nnd nltocation of lease fuel, flared Gas volumes, 
vented volume~ or any other tense use. 

(p) ROYAL TY ON CONTRACT SETTLEMENTS: Lessee shall pay to tbe owner of the soil and the GLO royalty at the applicable royalty rntc on any mo~~:• 
settlement received by Lessee from nny breach of contract by Lessee's purclmscr relating to the marketing, pricing or tnkillg of Oil nr Gas production frofh the 
Leased Premises. • 

S. PAYMENTS, SUBMISSIONS AND NOTICES TO LESSOR: 
•• • • • • ••• 
•• • 

(a) MONETARY ROYALTY PAYMENTS: All royalty owed to the GLO hereunder ill1d not paid in kind nt the tkction of the GLO shall be paid to th~~Q. • 
at Austin, Texas, in the following manner: payment of royalty on prodL1c.:tton of Oil and Ga:i shall be us provided in the Rules. TI1e Rules currently provide that 
royalty on Oil is due and must be received in the GLO ou. or before the filU1 (5'") day ofihe second (2'.i) month succeeding the month of production or auch 
later date a~ may be prescribed in th1: Rules. Royalty on Gas is due and must be received in the GLO on or before the fi.lteenth (15 th) day of the second (2nd) 

1nonih succeed in~ the month of pl'(1duction or such Inter date as 111,iy be prcRcril,ed in the Rules. All royalty payment~ must be accompimicd by the affidavit 
of the owner, mnnngcr or other authorized agent, completed itt the form and mttnuer prescribed by the GLO and showing the gross amount nnd disposition of 
all Oil !llld Gas produced and the market value of the Oil and Gas. Lessee must mnintuin, and make availuble to the GLO upon request, copies of all documents, 
rcconl~ or reports coiifinning the Gross Production, disposition and markt v:1Iuc including Oas meter readings, pipeline receipts, Gas line receipts and other 
checks or 1ne111<1mnda of the amount produced and put into pipelines, tnnks, or pools and Gns lines or Gos storage, nnd any other rcporu or records which the 
GLO mny require to verity the Gross Production, di~position and market value. In nil cases the authority of n manager nr agent to act for the Lessee herein 
must be filed in the GLO. Each royalty payment shall be accompanied hy a check sruh, schedule, summary or other remittance advice showing, by the assigned 
GLO lcusc number, the nmount of royalty being pnid on each lease. 

(b) MANNER AND TIMELINESS OF PAYI\U:N'l'S: A monetary royalty payment that is not submitted clcctronicully shull be i.:onsidcred timely paid if 
delivered to the GLO on or before the applicable due date or if deposited in a postpaid, properly nddresst--d wn:ppcr with a post office or official depository 
under the care and custody of, and post=ked by, the United States Postal Scrvkc 111 least one (1) day before the applicable due date. A payment that is 
submitted electconically sball be considered timely paid if such payment is successfully trunHmitted to the proper account wi th the Comptroller of the State of 
Texas on or before the due dak. 

(c) P•:NALTl~;S AND CNT.:IH~.:rr: Lessee shall pay penalties and interest due on late royalty payments and other sums due, and fur failure to provide 
document~, (whether physical ckK•,mnents or inforoiation in electronic fonn), 11$ provided by low or the Rules. Tite right to collect pennltie., and interest is in 
addition to, and shall not in ony way limit or restrict, tl1e rights of the GLO to pur.iue other remedies at low or in equity, including without limitntion forfoituro 
of this lease. If Lessee r.ays royalty on or before thirty (30) days after the royalty payment was due, then Lessee owes a pcnn!ty of five percent (5%) on the 
royalty or twenty-five dollars ($25.00). whichever is grentcr. A royulty payment which is over th irty (JO) days late shall accrue a penalty of ten percent (10¾) 
of the royalty due or twenty-five dollars ($25.00), whic~vcr is grcnt..-:r. In 11iklition to 11 penalty, royo!ties shall accn1c interest when the royalty is sixty (60) 
doys overdue. Affidavits and supporting documents which arc not filed when due shall incur a penalty in an amount set by the Rules that were In effect on the 
date when the affidavits or supporting documents were due. The Lessee shall hear all responsibility for paying or cnusing royalties to be paid ns prescribed by 
the due date provided herciu. Payment of the <lelinquency penalty shall in no wny operate to prohibit the State's right of forfeiture us provided by law nor act 
to postpone tbe date on which royalties were originally due. The above pcn:dty provisions shall not apply in cases of title dispute as to the State's portion of 
the royalty or to that portion of the royalty in dispute as to fair market value. 

(ti) PAYMENTS, NOTICES, AND CORRESPONDENCE TO U :SSOR: Lessee shall assure that all royalty payments, shut-in royalty payments, delay l'entals, 
uu.d ull other payments due under this lease, as well as documents, 1-eporti, notices, and other information, U11!es., expressly provided herein that such payment 
or infonnation be directed to another onice, are directed to the following address: 

If to the owner of the soil, to the address first listed above. 

lfto the GLO: 

Texns Gcncrnl Land Office 
P.O. Do~ 12873 
Austin, Texas 787l l-287J 

{ -
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or 

Tt:1rns General Land Office 
1700 N. Congre~s Avenue 
Austin, Te:rns 7870 I 

or such other address as may then be specified in the Rules. Any payments submitted electronically shalt be delivered by electronic fonds trnnsfcr to the proper 
account with the Comptroller. 

(e) NOTICES AND CORRESPONnENCR TO 1;1<:SSI<:}:: Notices and correspondence to Lessee shall he sent to the address shown above or such other address 
as Lessee shall provkk in writing to the owner nf the soil nnd the GLO. Any such notice of change of address must specifically reference this Lease. 

6. RECORDS: 

(a) RESERVES, CONTRACTS AND OTHER l{ECORDS: Upon writti:n request by the GLO, Lessee shall annually furnish thi: GLO with its best possible 
esti.tru11e of Oil and Gas reserves underlying this lease or allocable to this lease and shall furnish Ute GLO with copies of all contracts under which Gas is sold or 
processed and all ~ubsequent agreements and amendments to such cuntrncts within Uilrty (30) days after entering into or making such contracts, agreements or 
amendments. Such contracts ,md a1:,'l'ccments when received by the GLO shall be held in confidence by the GLO unless otherwise authorized by L~ssce. All 
other contracts and record~ pertaining to the production, transportation, sale aod marketing of the Oil i1ml Gas produced from tliese Leased Premi11t:s, incJwi.J~: • 
the books and accounts, receipts and discharge, of all wells, tanks, pools, meters, and pipelines shall at all timt:s be subject to audit, inspection, and exrunlffation 
by the GLO, the Attorney General, the Governor, or the repre~entative of any of them. : • • •: • 

• 
(b) PERMITS, DRILLING RECORDS ANO REQUIRED FILINGS: Written notice of all operations on thiR lease shall he submitted to the Gl.O by Lessee c~ 

operator ftve (5) days bdore spud date, workovcr, re-entry, temrornry abnndonment or plug nnd abnndonrncnt of any well or wells. Such written notice to tlle 
GLO shall include copies of Railroad Commission fonns for application to drill . Copies of well tests, completion reports and plugging reports shall be supplied 
to the GLO nt the time they nre filed with the Texas Railroad Commission. All applicntions, permits, reports or other filings that reference this lcMC gr any. 
specific well on the Leased Premises nnd that are submitted to the Texas Railroad Commission or any other govcmmenrol agency must have the word '':lt!ti,I'• • 
as tho first word in the title, Additionally, in accordance with Rnilroad Commission rules, any sigru1ge on the teased Premises for the purpose of identifyinJ 
wells, tank baltcrfos or other associated improvements to the land must also include tl1c word "Stute." Division orders must be submitted to the GLO within 
thirty (30) days of first production. GLO shall not be required to sign any Ji vision orders. Le~scc shall supply the GLO with any records, memoranda, ac~~ts: • 
rnports, cuttings and oores, or other information relative to the opemtion of the above-<lcscribed Leased Premises, which may be requested by the GLO, in ai!<liti&• 
to those herein expressly provided for. Les81-'C shall have a basic electrical log as defuie<l by the Railroad Commisi;ion mude on the bore-hole section, frOiflJhC, • 
base ofthtJ surface casing to tile total deptli of well, of all wells drilled ou the abovt: <lcscribt.-<l Leased Premisl!il or such other log or logs as a reasonal11e aiv 
prudent operator would run and shall transmit a comp Me suite of such logs on each well to the GLO within fifteen (l 5) days after the making of said logs. 

(c) PENALTIES: Lessee shall incur a penalty whenever reports, documents or other materials are not filed in the GLO when due. The penalty for late filing shall 
be set by lhc GLO admi.ni~ trntivc rnlc which is effective on thG <lute when the materials wen: due to the GLO. 

7. RETAINED ACREAGE: Notwith~t;mding any rrovision nf tliis lease tn the contmry, after a well producing or capable of producing Oil or Gas hns been completed 
on the Leased Premises, Lessee sllllll exercise the diligence of a reasonnbly pnident operator in drilling such additionul well m wells ns may be rcnsonnbly necessary for the 
proper development of the Lea.~cd Premises nnd in nu1rkcting the production thereon. 

See Addendum Section 2 for replacement language 
(a) VERTICAL: In the event this lens~ is in force nnd effect in whole or in part,'"''" (2) ,•e(ll'!I afl:er ll1e ~1tpiAtlien 1lflld efli1a flPlll'lR"' teF111 it shnll then tenninnte 

as to all oftlio Lensed Premises, EXCEPT ns 10 the following acrenge ,1.mounts for wells drilled under this lc!L'iC capable of producing in paying quantities (including a shut• 
in Oil or Gas well as provided in section 11 hereof), or a well tlmt has been spud and upon which Lessee is then engaged in continuoui drilling or reworlcing operations: (I) 
the lesser of 40 acres or the amount of acreage assigned to an Oil well for pmmtiun purposes under special field rules; (2) the less!lr of 80 acres or th~ umount of acreage 
assigned to a Gas well for proration purp<)SCli tllldcr spt:cial field mks; (3) fo r huriw11tul dminholc wells tho amount of acreage retained shall be the t,'l'Cater of 40 acres or 
the amount of acreage determined by the following formula: 0.032 K L -= A, where L -= the length (in feet) of the horizontal lateral component of the welt from the first 
takepoint to the last takepoint and A= the area retained (in acr~s) provided that, if Ah not divisible by the number 20, A will be rounded up to the next number divisible by 
20, i.e. (0.032 x 4500 feet - 144 ac,es, which rounds up to 160 acres); (4) if more acreage is required than is provided for in (1), (2) or (J) nbove in order to obtain the 
maximum allowable under special field mies for the permitted or producing interval or intervals, upon written approval from the GLO, such number of acres that are 
requircd to ohtain the m.1ximum allowable lt!l required by the special field mies as approved by the Railroad Commission of TeKas, or any success()r agency, or other 
governmental authority hnvingjurisdiction: or (5) the number of acres held in a pooled unit pursuant to Nati1ral Rcsi.1urces Code Sccttoos 52.151 •52.154. After termination 
pursuant to this subsection, each tract retained shnll be considered a separate lease and must be maintained independently. Lessee shall retain the right of ingress and egress 
on and across the tcmtinatcd portion of the Leased Premises ns may be ren~onahly necessary for the continued operation of the portions of the lease remnining in force and 
effect further., Lessee shall retain an easement for its pipelines, tank batteries or other surface equipment or installations on the tcmunatcd acreage for so long as they 
continue tn he used for the development and operations on the retained acreage. 

See Addendum Section 2 for insertion text. 
(b) HORIZONTAL: Two (2) years after the expm1t10n <late ot the pnmruy tcm1 trm lease shnll turrner tcmunate as to those depths stipulated as follows for each 

tract retained in sect.ion 7 (a) above: for vertical wells, I 00 feet true vcrticnl dcplh below the deepest then producing perforations; for horizontal wells, 300 feet nuc vertical 
depth below the dt:epest depih reached by the horizontal lateral between the first tal:epoint and the k1s! takepoinl, and for acreage retained that is pooled or unitized, all 
depths above and bdow the pookd or unitized interval. If a well ha~ been spud and is being drilled over this tennination date, the acreage retained by said well under section 
7 (a) shall be held as to all depths for so long as such operations continue diligently lo a workmmilike manner witl1out interruptions totaling more than sixty (60) days in the 
agt,"l'cgate (or such longer period of intem1ptions as m.,y be approved by the Commissioner or his authorized dt:signee) until compMion of a well capable of pmducing in 
paying quantities or as a dry hole. Upon completion of a well as described in the preceding sentence (with "completion" defined as the earliest of (I) fourteen days after the 
reh:ase of a drilling rig capable of drilling to the target fonnation, (2) forty-eight hours after the release of a fmishing rig, or (3) upon filing of a completion report at the 
Texas Railroad Commission), or ifno such well capable of producing in paying quanlities is completed within U1e stated period, the acreage retained shall then tenninate as 
to those depths as provided in this s~ction. 

(c) IDENTIFICATION AI\D FILING: The surface acreage retained hereunder as to coch well shall, as nearly as prncticnl, be in the form oh squnre for vertical 
wells or II rectangle for hori:zontal wells, with the well located in the center thereof, or such other shape as may be approved by the OLO. Within thirty (30) days after partial 
tenninntion of this lease as provided herein, Lessee must C1'ccute and record a rclcnsc or releases contnining a sntisfoctory legal description of the acreage and/or depths not 
rct.1incd hereunder. The recorded release, or a certified copy of same, sha.11 be filed in the OLO, within thirty (30) days of recording accompanied by the filing foe prescribed 
by the Gl.O rules in effect on the date the release is filed. If Lessee fails or ret\tses to execute and record such relense or releases then the 01.0, in its sole discretion, mny 
designate, by written instrument, the acreage ond/or depths thnt hnve tcm1inatcd hereunder, and record such instrument at L1,-sscc's c,cpcnsc in the CllUnty or counties where 
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the lease is located and in the official records of the GLO, an<l such d~signation shall be binding upon Lessee for all pUIJlOSllS. !fat uny time after the effective date oftbe 
partial termination provisions hereof, the applicable field rules urc changed or the well or welh located tl1ereon arc reclassified so that less ucm1ge is thereafter allocated to 
said well or wells for production purposes, this lease shall thereupon terminate as to all acreage not thereafter allocated to 8aid well or wells for production purpO$eS, and 
Lessee shall file a release or releases in the same m;UU1er as provided above. 

(ii) Ji'lEl,O lWLES ANO EXCEPTIONS: If Lessee seeks to amend existing field rules to establish field rules applicable to the Leased PremiseN, and if Lessee 
requests a hearing for the amendment or establishment of field rules, or if Lessee n..--quests the consolidation of existing field rules or nn exemption from field rules or 
sllllewidc rules, or if Lessee seeks to adopt field rule~ different from those in use in the immediate area, Lessee shall notify owner ofthe soil and the GLO of such request 
prior to any Railroad Commission hearing and provide all exhibits to the owner of the soil and the GLO relative 10 such hearing. Any ~ttcmptby Lessee to establish, amend, 
cons<>lidmc, or exempt such Ueki rut..:~ without owner ofthc ~oil's un<l tl\e GLO's prior ~onseni shall 11ot be applicahlc to tile LC11$\XI Premi:;es 1ml~ss ond 11ntil s11ch consent 
is given. 

8. OFFSET WELLS: If Oil and/or Gas sllt)u}d be produced in commercial quai1tities from a well located within the applicabh:: stan1tory offset distance from the nrea 
included herein, or which well is dmlning the area covered by this !case, the Lessee shall, within one hundred (100) days after suc!i initial production from the draining well 
or the well locat~<l within the applicable statutory offact distance from the area covered by this lease, begin in good faith and prosecute diligently the drilling of au offaet 
well on the nnm covered by thfa lease, and such offset well shall be drilled t<J such depth as may be nece,-sary to prevent tbii undue drainage of the area covered by this lease, 
and the Lessee 8hlill u,e all m<:ans necessary in u good fuith effort to make such offaet well produce Oil and/or Gas in commercial quantities. Only upon the determination 
of the GLO with it., written approval, may the payment of a compen:;atol)' royalty satisfy the obligation to drill an offaet well or wells required under this section. 

9. ORY HOLE/CESSATION, IJRILLING, AND REWORKING: 
• • •••••• • 
• • 

(a) If, cfm:ng the ptt.na1y ktm hctcot: \"\lithin si ,d) (60) duJ'.'\ of a lc,_,e '-c1m1ivcumy d.:.tc, (i~ Lc .1-1ce shc,u~d complete n wcH as it d1y hole, oc (ii) ptoducticm l~,t.~ • 
wo11,10, Ilion lhu lun~o ii, 111ai11IQi1,od ii• ·o, lhil llHni11ilFRAI;' >lalot wilheul th,i flR~•meRI A fn d0h1~1 Fe~lnl. lfn tit-)' !iole is e0mf1leled a1· f1FA.l11,1iR1111, drilli11g e11e1AlienA suRAi 11191) 
tlm1t si.tt:t (68) day;; before .r lcn.1c m11ti,c1.,m5 date. a dclt1) 1c1tt • .l mw,t l,e e11id c11r <n heN.11c .,ud111111civc1sa1y d11tc tc, 1ru.i1ttain t.lxc knsc mid t1pot1 fi1itutc to 11mkc ~uch 
r,11,Me111 1.1.e leMe nl,1,l11armi1111te unleo!; ell,er,, hie 1!111,1 e, er !lie ~111.i, ern1!) dnle b' 11!1Eli1i01inl !lrilli11g flfte1alia11.1 flP re e91ehlisl~n1eftl l'lf rr<11lt1etien d1:1ri11g lhtl aim:y (68) 
t!!n,, r,!'i11r lo !lie !'t!'tni ,er.,nl') t!lnte. H, 1'111rtns the l~_,t) eM "fthe l"rin,nr:, tem,, th:e r,"""111e1io" c,fOil (Ir G"! !lto11ld eeMc, Le~~<.c'~ iiiiht, .1hftl1 rc1,,ui11 i11 full Nace n11el effeet 
.. itho111 fur1her opcruliom tmtil 11.e eltpi1fttiou of the ptit'!I",) tern,, nu! if T.e.uee !,a_, 11<-t ce.1un1ed i,l'¢d11etic1n itt ""' mg qt1untitie.1 "' the Ut'imtion of tl:!c i,rin1!'t1;il:.n; • 
lessee nrny ,uaitrtailt tl1is lca.sc by ccmductit~s ttdc!itiuwd ,hHHug en 1cwmkitt;:, upctatimLs pmsu~utt to .icction 9(:h), usiug tlte cxph2ctio11 nf tf,c 11rirn2u1 tc1at &\ 1hc t,211c of 
cc3.rnliu11 ofp1ock1etiun ,1mk1 .,ectio11 9(b,. Sftot11cl the ti 1st t<dl th attJ .\ubscq,tcttt well ch illcd cu tl.c above dc.,crihcd hmd he ccm1ple!cd a., a sltut ltt ()ti dt OM ,vcH withftt 
the prin1t11, 1e"" hereof, Le~.1ee ,m,, re~t1me pt•) 111e111 t1f !he 1111111:1d~rw1t1!--i1~ho .m111, 111dftllE1 11, 1''", itletl l'lel'l!il'! "" er beN!re the rentul p11~ ie1~ tl11te lalle" ir1~ the e11~~0,fl • 
ef:1iitl') E60) tlt1,, ftem ll-1e t!nie 1,feel'll]'lletiel! ef.111el'I :1ln11 in Oil er Gt1! ;.ell ,,nd t1peit the mil11re to m11lte ,t,el'I p11yn1ee1t, thi:1 loiue~lrn!l in1M11mlie11II, terminate. IP,-111 tl'ft!t 
c11rir11tien of Ille rri.m"i, lel'll'I er Ill'!) ti1,ie t!iel'l!11:Aer, 11 ~!1111 in Oil er Gn~ well i~ h,e~teil tlll tile Len~et!l 11m11i.1e.l, pH) 111en1S l'llfty b& n~1de i11 ee~1.mln11ee "ith the ,1,-,1 i" 
p,e, i.,ie11, hem,f. : • • • • 

(b) If, at the expiration of the primary term, neither Oil nor Gas is being produced from the Leased Premises, but Lc~see is then engaged in drilling or reworking 
operation~ thereon, thfa lca.e shllll remain in force so long as operation~ on said well or for drilling or reworking of any additional wells are prosecuted in good fuith and in 
workmanlike manner withot1t interruptions totaling more than sixty (60) <lays during any om: such operntion, and if such operations result iu the production of Oil and/or 
Clas, so long thereafter as Oil nn<ilnr Gas is ptoduccd in pnying quantities from the Leased Premises., or pnymcnt ofshut-in Oil or Gas well roynlties or compensatory royalties 
is made as provided in this lease. 

(c) If, nftor the expiration of the primary term, production of Oil or Gas from the Leased Premises, after once obtnincd, should ccnse for any cnusc, this lease shall 
not tcm,inntc if Lessee restores production in pay111g quantities within sixty (60) days atlcr such cessation or commences odditi()nal chitling or reworking opcrntions within 
sixty (60) days after such cessation, and 1(1is lease shall remain in full force and effect for so long as such operations continue in good faith and in workmanlike monncr 
without intc:m1ptions totuling more lh,m sixty (60) <lays. If such drilling or reworking operations result in the production of Oil or Gas, the lease shall remain in full force 
and effect for so long a~ Oil or Gas is produced from the Leased Premises in paying qtlllDtities or payment of shut-in Oil or Gas well royalties or payment of compensatory 
royalties i~ mu<lc us provided herein or as provided by law. lfthe drilling or reworking operations result in the completion of a well as a di)' hole, the lease will not terminate 
iftl1e Lessee commences additional drilling or reworking operations within sixty (60) days after the complttion of the well as a dry hole, and this lease shall remain in ctfoct 
so long as Lessee continues drilling or reworking operations in good faith and in a workmanlike manner without interruptions totaling more than sixty (60) days. Lessee 
shall give written notice to the GLO within thuty (30) days of any cessation of production. 

10. POOLING; ALLOCA'flON: (a) Lessee iM hereby expressly prohibited from pooling or unitizing the Leased Premises or any interests therein with any other 
lcaschol<l or mineral interest fur the exploration, development an<l production of Oil or Gas or either of them without the express consent of the School Land Bo,\fd and 
the Commissioner. A well, whether or not classified as an alk1cation well, that traverses multiple leases or units including tht1 Leased Premiw.i hctt.'1.mder, one or more 
of which lenses or units contains Oil and Ga, owned by the state, ond which well is net associated with an agreement approved by the GLO and owner of the soil 8pecifying 
the allocation of the production of state-owned Oil and Gas, is hereby expressly not pcnnittcd ond may not operate on or umler this lense or a unit containing state-owned 
Oil and Gas without the prior written consent of the Commissioner or his authorized dcsignce, which consent may be granted or withheld in the Commissioner's sole 
discretion. 

(b) Lessee is hereby granted tho right to pool or unitize the royaliy interest of the owner of the soil under this lease witll nny other leasehold or mineral mterest for 
the exploration, development nnd production of Oil or Gas or either of them upon the snmc terms as sh111l be approved by the School Land Board and tl1e Commissioner 
for tlic pooling or unlti.zing of the interest of the State under this lease purnuant to Texa~ Natural Resources Code § §52.151-52.154. The owner of tile soil agrees that the 
inclusion of this provision in this lease satisfies the execution requirements set out in Texas Natural Resources Code §52.152. 

l l, SHUT-IN ROYALT[ES: Por purpo,cs <Jf this s~lion, "well" meuns uny well that has been 11Ssigned a well number by the govcnuncntal agency having jurisdiction 
over the production of Oil and Gas. lfnt any time after the expiration of the primary tenn of a lea~e that, \Inti I being shut in, w.is being maintained in force nnd etfoct, a well 
capable of producing Oil or Gas in paying quantities is located on the Leased Premi~s. but Oil or Gas is not being produc\XI for lack of suitable production facilities (lack 
of suitable production facilities is not acceptable as a reason for making a shut-in payment if all or part of such production facilities are owned and /or operated by Lessee, 
ao<l the cause is due to Lessee's improper maintenance or neglect) or lack of a suitable IJlllrket, then Lessee may pny as a shut-in Oil or Gas royalty an amount equal 10 
double the annual rental provided in the lease, but not less than$ 1,200 a year for each well cnpnblc of producing Oil or Gas it, paying quantities. If section 3 of th.is lease 
docs not spccily a delay rental nmount, then for the putp0se~ of this section, the delay rental amount shnll be one dollar($ l.00) per acre. To be effeclive, each initial shut• 
in OH or Gitq royalty payment, accompanied by the GLO Shut-[n Afftdtwit, must be paid on or before: (I) the expiration of the primary term, (2) Sixty (60) days after the 
Lessee ceases to produce Oil or Ga..~ from the Lea.~c<l Premises, or (3) Sixty (60) days after Lessee cQmplctes a drilling or reworking operntion in accorrlnn.ce with the lease 
provisions; whichever date is the latest. Such payment shnll be mndc one-hnlf (1/2) to the Commissioner, nnd one-half (1/2) to owner of the soil. If the shut-in Oil or Gus 
royalty is pnld, accompanied hy the GLO Shut-fn Affidavit, the lease ~hall be considered to be a producing lease and the payment shnll extend the term of the lt111se for a 
period ofona (1) year from the end of the primary tenn, or from the first(\") day of the mar.th following the month in which production censed, and, after that, if at1er n 
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diligent effort, that being those of a reasonabl<i and pmdcnt operator to obtain or repair the pl'(){!uction facilities or to obtain a market, no suitable p.roduction lilcilitie~ or 
suitable market forthe Oil or Gas exi,ts, Le1;sce nUly, upon written approval of the OLO, e1ttcnd the lense for four (4) more sucet:88ivc periods of ouc (I) year by paying the 
same amount each year on or before the expiration of each shut-in year. 

12. COMPENSATORY ROYALTIES: If, during the period the lease is kept in elfoct by payment of the shut-in Oil or Gas royalty, Oil or Ga!l is sold and tlelivered in 
paying quantities from a well located within the applicable statutory offset distance from the Le11~cd Premises and completed in the samu producing reservoir, or in any CIIS~ 

in which drainage is occurring, the right to continue to maintniri 1he lense hy paying the shut-in Oil or G,1s royalty shall cease, but tlx: lease shall remain effective for the 
remainder of the yc.'lr for which the royalty hn.'l been pnid. Upon written approvnl from the GLO, the Lessee may mai.ntnin the tense for four (4) more successivo years by 
Lessee paying com11cnsalluy royalty at the royalty rate provided in the lease of the market value of production from the well cnusing the drainage or which is completed ill 
the same pn1ducing reservoir and within the npplicnble stntutory offset distance fmm the Lensed Premises. The compensatory royally is to be paid monthly one.-half (1/2) 
to the Commissioner, and one-half (112) to owner of the so il, beginning on or he fore the lnsl day of the month following the month in which the Oil or Gas is produced from 
the welt causing the dminnge or thnt is completed in the same producing reservoir anJ tocntcd within the npplicahle statutory offset d;stM1ce from the lea~ed Premises; if 
the co1Jl!K,-nsat1.1ry rnynlty paid in any twelve (12) month period is in an amount less than the annual shut-in Oil or Gas royalty, Lessee shall pay nn amount equal to the 
difference within thirty (30) days from the end of the twelve (12) month period; nnd none of these provisions wilt relieve Lessee of the obligation of reasonable development 
nor the obligation to drill offoet wells ns provided in N.R.C. Section 52.034; however, at the determination of the GLO, and with the GLO's written approval, the payment 
of compensatory royalties sh111l satisfy the obligation to drill offset wells. Compensatory royalty payments which are not timely paid will accrue penalty and interest in 
acconlancc with uection 5 of this lease. 

13. AUTHOIUZ.ED DAMAGES. Lessee shall pay the owner of the soil for damages caust:d by its operations to all personal property, improvements, livestocJ.and • 
crops on the Leased Premises. : • • • • • 

14. USE OJI WATER; SURFACF;: Lessee shall have the right 10 11se w:itcr produced on said land nL-ci.:;;sary for drilling operations hereunder and solely up,,;•":• 
Lca..cd Premises; provided, however, Lessee shall Ml use potable water or wnter sui table for livestock or irrigation purposes for wnter flood, hydmulic fracturin•s, or 
completion operations, whether such water is from stock tanks, surface reservoirs, cxiiting w:ircr wells, or streams on the Lensed Premises, without the prior written co1iqcnr 
of owner of the soil. Lcssi!C shall have the right to use so much of the surface of the land that may be rensonahly necessary for drilliug nnd operating Oil and Gas wells a11d 
tra11sporting at\d marketing the production thcr.:from, such use to he conducted under conditions of least injury to the surfaccofthe land. 

• • 
IS. POLLlrrlON: In developing the leased Premises, Lessee shall use the highest degree of care and all proper snfcgu:mls to picvcnt pollution. Without limitir~t Jr~•• 

foregoing, pollutfon of coa~tal wetlands, naturnl waterways, rivers and impounded wntcr shall be prevented by the use of containment facilities sufficient to prevent spillagoi 
seepage or ground water cont11mim1tion. fn the event of pollution, Lessee shnll use all means at its disposal to recapture all escaped hydrocarbons or other pollutanill.and • 
shall be responsible for all damage to public and private properties. Fa.ilurn to comply with the requirement.1 of this provision may result in the maximum penalty all,w!:iJ. • 
by law including forfeiture of the lease. Les8c<l ~hall be liable for the damages caused by such failure and any costs and tixpenses incum:d in cleaning areas affected b:. the• 
discharged waste. : • • • • 

16. IDENTIFJCA TION J\lARKKHS: Lessee shall erect, at a distance not to exct:cd twenty-five (25) feet from each well on the premise! covered by this lease, a legible 
si!:,'TI on which shalt be stated the name of the operator, the lea:;e designation and the welt number. Where two or more wells on the same lease or where well~ on two or 
more leases are connected to thti same tank battery, whether by individual flow line connections direct to the tank or tanks or by us~ of u multiple header system, each line 
between eoch well 11nd such tank or header shall be legibly identified nt all times, either by a finnly attached tag or plate or an identification properly painted on such line nt 
a distance not to exceed thm: foct (.r) fn1m such tank or hendcr connection. Snid signs, tags, plntcs or other identification markers shall be maintained in a legible condition 
throughout 1hc tenn of this lease. 

17. ASSIGNMENTS: (a) Subject to the right of the GLO to require a demonstration by the transferee of its linancint rcspongibility, this lease may he transferred at any 
time; provided, however, that the: Ii.ability of the trnnsfemr to properly discharge its obligation under the kasc, including properly plugging ahandoned wells, removing 
platfom1s or pipelines or remediation of contamination at drill sites shall only pass to the transferee U(lOn the prior written consent of the GLO. The GLO may require the 
tmMferee to demnnstrate financial responsibility and may require a bond or other security. All transfers must reference the lease by the file number and must be recorded in 
the county where the area is located, and tbe recorded trnnster or a copy certified to by the County Clerk of the county where the tmusfer is recorded must be filed in the 
GLO within ninety (90) days of the execution date, as provided by N.ltC. Section 52.026, accompanied by the liling fee pn,'llcribcd by the GLO rules in effect on the date 
of receipt by the GLO of sucb transfer or certified copy thereof. Without limiting the liability of th~ original les~ec or any prior transferee for that entity's debts owed to the 
GLO hereunder, every transferee shall succeed to all rights and be 8ubjcct to all obligations, liabilities, and penalties owed to the St,,te by the original lestiee or any prior 
trnnsforetl of thtl lease, includiug .iny liabilities to the State for unpaid royalties, 

(b) Notwith~tandirtg any provision in subsection I 7(a), if the owner of the soil acquires this lease in whole or in part by ussignmcnt without the prior written 
approval of tbc Commissioner, this lease is void as of the time of assignment and the agency power u f the owner may be forfeited by the Commi!ISioner. An assignment 
will be treated as ifit were made to tho owner of the soil if the assignee is: 

(I) o. nominee of the owner of the soil; 
(2) a corporation or subsidinry in which the: owner of the soil is a pri11dp~I stockholder or is an employee of such a corpomtion or subsidiary; 
(3) a partnership in which the owner of the soil is a partner or is 11n employee of such a partnership; 
( 4) a principnl stockholder or employee of th.: corporation wh.ich is the owner of the soil; 
(5) n partner or en1p\oycc in a partnership which is the owner of the soil; 
(6) a fiduciary for the owner of the soil; including but not limited to a guardian, tn1stee, executor, administrator, receiver, or conservator for the owner of the 
soil; or 
(7) a family member of the owner of the soil or related to the owner of the soil by marriage, blood, or adoption. 

18. RELEASES: Lessee may re inquish the rights granted hereunder to the State at any time by recording the relinquishrm:nt in tpe county where this urea is situated 
and filing the recorded relinquishment or certified copy of same in the GLO within nillcty (90) days alter it~ execution uccompanied by the tiling fee prescribed by the GLO 
mies in effect on the date ofrcccipt by the OLO of such relinquishment or certified copy thereof. Such relinquishment will not have tr.e effect of releasing Lessee from any 
liahility theretofore nccrncd in favor nflhc State. 

19. WARRANT\' Cl,AUSE. The owner of the soil warrants Md agrees to defend title to the Lensed Premises. If the owner of the soil default~ in payments owed on 
the Lc3scd Premises, then Lessee may redeem the rights of the owner of the soi l in the Leased Premises by paying any n10rtgage, taxes or other liens on the Leased 
Premises. If Lessee makes payments on hehal fof the owner of the soil under this section, lessee may recover the cost of these payments from the rental nnd royalties due 
the owner of the so ii. 

...... 
J. 

'> 
,., ~ r.. ,..-y c:a 

.... ~ 

:; ,...., ,, 
>. } 4\. 

.i 7_ 



2022 - 2022007251 10/20/2022 01:27 PM Page 8 of 16 

20. (a) l'ROJ'OKl'IONATE REDUCTION CLAUSE: If the owner of the soil owns less tlian the entire undivided surface es tate in the ub-Ow described land, 
whether or not Lessee 's interest is specified herein, then the royalties herein provided to be paid to the owner of the soil ~hall be paid to him in the proportion whi~h his 
interest bears to the entire undivided stu1'ace estate aud the royalties hen:in provi<l~ to be paid to the GLO shall be likewise proportionately reduced. However, before 
Lessee adjusts the royalty due to the GLO, Lessee or his authorized representative must submit to the GLO a written statement which ex.plains the discrepancy between 
the interest purportedly leased under this lease and Ute actual interest owned by the owner of the soil. If an undivided interest remains un!cascd on the laud covered by 
dlis lease cm the date of first production from the Leased Premises, the GLO Nhall be paid a royalty of twenty-five 11ercent (25¾) ot' tht! value of the Gross Production 
allocable to said unknscd undivided interest payable on the same tcnns and conditions as arc provided in this lease for the pnymcnt ofroynlty to the GLO, until such time 
a.~ the Lessee h,1s recouped its drilling and completion costs (''payout") ond upon payout the Lessee will give notice to the GLO ind beginning on the fmt day of the 
month after payout the GLO shall be paid the value of 100% of the Grnss l?r0<foction allocable to said unlcased undivided interest .less the proportionate opcrnting costs. 
Upon written request from the GLO, the Lessee will provide the GLO with n title opinion verifying the percentage ofitnlensed undivided interest on the Lensed Premises. 

See Addendum Section 6 for Insertion language 
(h) R•:DUCTION OF PA YMF.NTS: Cf, during the primary term, a portioit of the land covered by this lease is included within the boundaries of A poole<l 

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 nny time 
after the e11piration of the primary 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 ancs pooled, relea~ed, surrendered, or otherwise 8evere<l, so that payments determined on a per acre basis llllder 
the terms of this Jea.se during the primary term 8hall be calculated based upon the number of acres outside the boundaries of a pooltd unit, or, if after the expiration of the 
primary term, the number of acres actually reta ined and covered by thfa lease. 

• • 
21. LIEN: lu accordance with N.R.C. Section 52.136, U1e State shall have u tin;t lien upon all Oil and Oas produced from the urea covered by thi~ lease to secure pa;Mn,•• 

of all unpaid royalty and other sums of money that rm1y become due under thi~ lease. By acceptance of this lease, Le~~ee grants the State, in addition lo the lien pl'Qllided. 
by N.R.C. Section 52.136 and any other applicable statutory lien, an.express cor)tt11ct11al lien on and security interest in all leased minerals in ancl ex.tracred from the l~~l'I• • 
Premises, all proceeds which may accrue to Lessee from the sale of such kasccl minerals, whether such proceedN arc held by Lessee ,1r hy a third parry, and all fixtures o~ 
and improvement:! to the Lensed Premises used in connection with the production or processing of such lensed minerals in order to secure the pnyment of oil royalties or 
other amounts due or to become due under th .is lease aud to secure payment of any dumngcs or loss that owner of the soil may suffer by reason of Lessee's brel\ch of llilY 
covenant or condition ofthi~ lca,c, whether express or implied. This lease, when filed in the renl property recocds where tho Leased Premises arc located, and for purposes 
of perfecting owner of the soil's lien on and security interest in all proceeds, shall constitute a financing statement under the Texas Uniform Commercial Code. TI~"=• 
and !ICCUrity intcrc~t may be foreclosed with or without court proceedings in the manner provided in Title 1, Chapter 9 of the Tcxns D11~iness nnd Commerce Code . .eessee 
agrees thut the GLO may require Lessee to execute und record suclt instruments as may he reasonably necessary to ncknowlcdgc, attach or perfect this lien. Lessee her~ 
represents tlmt there are no prior or superior liens arising from and relating to Lessee's activities upon the above-<ies~,ibed property or from Lessee's acquisition ofthiS,@ase.• 
Should the GLO at n,uy time detennine that this representation is not true, then the GLO may ,foc!are this lease forfeited as provided herein. • • • • • 

••• 
22. FORJi'EITUllE: If Lessee shnU fail or refi.1se to make the payment of any $um within thirty (JO) days atter it becomes due, or if Lessee or an authorized agent lio~l.l. • 

knowingly make any fal8e return or false report concerning production or drilling, or if Lessee shall fail or relhse to drill any offset well or wells in good faith as reqlrired 
by law and the n1lea and regulations adopted by the GLO, or if Lessee ijhould fail to file reports in the manner required by law or fail to comply with niles and regulations 
promulgated by the GLO, the SLD or the Riiilrou<l Commi~sion, or refuse the proper authority access to the records pertaining to op<:mtions, or if LeBSee or an authorized 
agent should knowingly fail or reftrne to give correct infonnation to the proper m11hority, or knowingly fail or refuse to furnish the GLO a correct log of any wel~ or if Lessee 
shall knowingly violate any of the provisions of this tense, or if this lease is assigned and the assignment is 1101 filed in the GU) as required by law, or if Lessee shull fail or 
refuse lo execute and file a release as required unclcrthis tense and by GLO ni!es, the rights acquired under the entirety of this lease shall be subject to forfeiture by the GLO, 
and it shall forfeit same when suffickntly infonncd of the facts which authori7.e a fo rfoiture, and when forfeited the area shall again he subject to tense. However, nothing 
herein shall be construed llS waiving the automatic tc:rmination of this lease by operation oflaw or by reason of any special limitation arising hereunder. Forfeitures may be 
set aside nnd this lease and all rights thereunder reinstated before the rights of another imcrvcne upon s1\tisfactory evidence to the GLO of lhture complinnce with the 
provisions of the Lnw and of this lease and the rules a:id regulntions that may be adopted relative hereto. Neither tcmum,tion nor forfeiture (lfthis lease shnll have the effect 
of releasing Lessee from any liability theretofore accrued in favor of the State. 

23. APPLICABLE LAWS ANV lJIULLI.NG R£STIUC1'IONS: 'l'his lease shaU be subject to all rules an,J regulations, um! amendment9 thereto, promulgated by the 
Railroad Commission and tho: GLO governing drilling und producing operntlons 011 State land (specifically including any rules promulgated that relate to payment of 
royaltiCll, and auditing procedures, and shall be subject to all other valid statutes, rnlts, regulations, order~ imd ordinances that may affect operations under the provisions of 
this lease. Without limiting the generality of the foregoing, Lessee hereby agrees, by the acceptance of thi8 lease, to be bound by and subject to all statutory and regulatory 
provisions relating to the GLO's audit billing notice and audit hearings procedures. Said statutes are currently found at NKC. Sections 52.135 and 52.137 through 52.140. 

24. REMOVAi, OF EQUIPl\-lENT: Subject to limitutions in thi~ ticction, Lc:~~ee shall have the right to remove machinery nud fi11ture~ placed by Le~tiec on the 
Leased Premi~es, including the dgnt to drnw and remove casing, during or within six (6) months afler the expiration or the termiru1tion of thi~ leaRe. However, Les~ee 
mny not remove cas ing from any well capnble of producing Oil 11nd Gas in p11ying quantities. Additionnlly, Lessee rnny not draw and remove casing until after thirty (30) 
days written notice to the GLO and to the 11wncr of the soil. If Lessee foils to remove such mnchincry nnd fixtures withirt the allotted time, then such machinery and 
fixtures shall, at the election of the owner of the soil, either become the property of the owner of the soil or the owner of the soil may hnve such machinery nnd fixnucs 
removed at the sole expense of Lessee. Notwithstanding the foregoing, if this lease is fo rfeited or tcnninatcd for any reason, Lessee shall not remove the cnsing or any 
C(l1ripmcnt frnm the Leased Premises until wells have been plugged to the satisfaction of the Railroad Commission, alt pits have been properly filled and all debris has 
hccn removed from the Leased Premises, and owner of the soil hns provided written approval of nil restoration. 

25. FORCE MAJE URE: It in rhe last year of the primary term or thereafter, Lessee is prevented from complying with nny express or implied covenant of this lease, 
from conducting dri1ling operations thereon, or from producing Oil an&or Gas therefrom, after effort made in good faith, by reason of war, rebellion, riots, strike~, tires, acts 
of God or any order, rnle or regulation of governmental authority, then while so prevented, Lessee's obligation to comply with such co~wint shall be suHpended upon proper 
and satisfactory proof presented lo the GLO (the GLO should be notified within fifteen ( 15) clays of any force mnjeure event) and accepted by the GLO in support of Lessee's 
contention and Lessee shall not be liable for damage~ for failure to comply therewith; and this lease shall be extendecl while and so long u~ Lessee is preventcll, by 11ny such 
cause, from drilling, reworking operations or producing Oil and/or Gas from the Leased Premises. Lessee agrees to immediately notify the GLO when the reason for force 
majcurc has ceased. Notwithstanding anything contained herein to the contrary, a well being shut-in as a result of pipeline disruptions that are subject to section JI of this 
lea~ does not constitute llil event oflorcc m~jcure, and Lessee's obligations under I.hi~ lease are not, for that rea.son, excused pur.mnnt to thi~ section 25. 

26. [.EASE SECURlTY: Lessee shnll 11,kc tho highest degree of care :md nil proper safeguards to protect said Leased Premises and to prevent theft of Oil, Ga~, and 
other hydrocarbons produced from said lease. This includes, but is not limited to, the instnllution of all necessary equipment, seals, tocks, or other npproprinte protective 
device~ on or at all ucccss points nt the lcnsc's production, gathering, and stornge system~ where theft of hydroc11rbons can occur, I.csscu shall be liable for the loss of any 
hydrucnrb-Ons resulting from theft 11nd shall pny the GLO royalties thereon as provided heroin on all Oil, Oas or other hydrocarbons lost by reason of theft. 
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27. SUCCESSORS AND ASSIGNS: The covemu1ts, conditiom and agreement~ contained herein shall extend to and be binding upon the heir.I, eJCecutors, administrators, 
successors or assi~s of Lessee herein. 

28. VENUE: The owner of the soil and Lessee, including Lessee's successors arid assigns, hereby agree that venue for uny dispute involving the GLO 11ml aril!ing out of 
a provision of this lease, whether express or implied, regarding interpretation of this lease, or relating in any wuy to this lease or to applicable c11se law, statutes, or 
administrative mies, shall be in a court of competent jurisdiction either in Travis County, Texas, or in the county where the Leased Premises are located, at the option of the 
GLO. 

29. LAND PROTECTIONS: 

Lessee agrees to provide at l~ast seven (7) days' prior notice to owner of the soil before commencing nny surface operations on the Leased Premises, such notice to include 
location of 011(,'t'ations and work to be pcrfonncd. 

(a) Upon written request of owner of the soil, Lessee shall consiruct a fence around any drill site during drilling operations, and if production is ohtained, Lessee 
shall con~truct a fen<:e around all production facili ties capable of turning cattle anll/or liv~tock. Lessee agrees lo install gates ut all fence crossings used by Lessee in 
connection with operations bm:under. Should a cattle guard or gu.irds bu placed on the Leased Premises by Le~see, then such cattle guard(s) 5hall be kft in place and 
become the property of owner of the soil 11fter the expinition of this lease. 

(b) Lessee shall not cut any c/C.tcrior or boundary fence nor open any locked cJCtcrior or boundary gates of the Leased Premhiei; without owner oftbe soil's frior • 
written permis~ion, which shall not be unreasonably withheld. • • • • •• 

• • 
(c) No employ~~. rcprcscnt:rtivc, contt·actornr any other person alkrwcd by Lessee to cmnc upon the Leased Premises shall be pcnnittcd to hunt, tish, trap, or ,liT1tp• • • 

on the Leased rremlscs, nor shall any such persons be pem1ittcd to bring alcoholic beverages or illegal dnigs on to the Lensed Premises nt any lime. • 

(d) All pits used by or on bchalfo.f Lessee during drilling operations on the Lensed Premises shall be lined with 1111 impcrviousnmterial so that no fluids may escape 
such pits. Lessee and its assigns shall not let .tny snit water or any other deleteriou.~ subst:1nce nm on or over the Leased Premises, or let such substances nm into owner of 
the soil's stock tanks or any creek, stream, river or other body of wntcr, and absent owner of the soil's prior writtcl\ consent to the contrucy, Lessee shall 1101 use any:...e.i1: • 
on the Leased Premise~ for salt water disposal purposcs. If owner of the snit elects to consent to the use of wells located on the Lc11sed Premises for salt water disposal 
purposes, the parties shall enter into a separate ngrccmcnt covering such disposal. • 

••• • • • (e) Upon completion or abandonment ofany well or wells, Lessee shall fill and level all slush pits and cellars and cornpletely clean up the <l.rilling site of all rubbistl • 
thereon and restore the surface to as near its original condition and contours as is practicable. Lessee tihall, while conducting operations on the Leased l'rerniSCll, kecz,••mi<l• 
pn.'TTlises free of 1111 rubbish, cans, bottles, p.iper cups or gatbngc. Lessee shall maintain trash containern at all work sites during construction on the Leased prcmi!lefl! stC£. • 
trash containers to be located at entr.mces ond exits on each side of the road and near places of high activity. Tnnk.s and equipment will be kept painted and presentable. 

(0 When requested by the owner of the ~oil, Lessee shaU bury its pipelines below plow <kpth. 

(g) No drill site l\ications, stotagc tnnks, or treatment facilities shnll be established within three hundred feet (300') of any residence or ham ,:,,,1w sinrntcd on the 
Leased Premises without owner of the soil's prior written consent lessee shall conduct all willing and production operations entirely within each drill site. 11ie owner of 
the soil shall hove ihe right to pnrticipat~ in the sckctio11 of the location of roadways to 11nd from any drill site on the L.ca~cd rremiscs md that prior to beginning operations 
hereunder, Lessee shall contoct the owner of the soil for consent as to the loCAtion of ~uch roadways, which consent will not be unrcasonnbly withhold. 

JO, OEl.<'lNITlONS: 

a. "BTU'' means British thermal unit, which is the quantity of heat required to raL~e the te1nperature of one•pound avoirdupois of pure wntcr from 5!1.5 
degrees Fahreuheit ('"" F") to 59.5° F. An MMBlu is one million (1 ,000,000) Dritish thennal units . 

b. "Dry Gas" means a Gas that contains less than or etJu,t! to seven (7) lbs of water per million standard cubic feet. The volume of Gas, on a Dry Gas 
basis, shall be determined by mathematically removing th~ water vapor from Gas that is partially or fully saturated with water vapor at measurement 
condltious of flowing pre~sun: uml tcmpcruturc. The total energy content of Gas shall be the product of multiplying the volume of Gas, on a Dry Gas 
basis, times the he~ting valu~ per unit volwnc, in Btu/SCF, on a Dry Gas basis, at the same base lemperuture und ba,su pressure . 

. c. "Gas" means methane nnd other Gaseous hydrocnrbons, including Gaseous combustible, noncombustible, nnd inert elements, compounds, componenl!l 
or mixtures thereof, and liquefinblc hydrocarbons in tho vnpor strcan,. Gas volumes shall be colculntcd and reported, at the option of the GL<), in 
standard cubic feel (SCF), one thousnnd (1,000) standard cubic feet ofGa~ (MSCF), or one million (1,000,000) standard cuhic feet ofOas (MMSCF). 

d. "Gross Heating Value or BTU Content" means the energy pcnmit volume represented by the number ofBTUs produced by the complete combustion 
of one standard cubic foot of Gas (excluding hydrogen sulfide) at a temperature base of sixty degrees (60" F) Fnhrenheit nnd pressure bnse of 14.65 
pounds per square inch absolute. 

e. "Gross Production" means all Gas 11nd flu ids brought from underground up to an<l through the well hcud, an<l indudc~: (l) all hydrocarbons pro<luced 
in liquid fonn Ufl Oil or condensate at the well head und alw all corulensute, diNtillatc, and 1111y other liquid hydrocarbons recovered from Oil, condensate, 
or Gas run through a separator or other equipment; (ii) all hydrncarbons and Gaseous substances not in liquid form produced from any well; and (iii) 
naniral Gasoline or liquid hydrocarbons, carbon dioxide, carbon black, sulfur or any other product~ produced or manufactured from any Gas or liquid. 
TI10 Gross Producliot1 volumes of Oil, condensate, and Gas includes all sales, custody transfer disposition8, andlor titored volumes and all non-sales 
disposition volumes, including but not limited to, lease use, fuel, vent, flare, spills, uncontrolled releases, the!\, and any other loss. nic Gross Production 
ofGaseow hy<lrocarbon~ ~ha.11 be adjusted and reported in MMDTUs. 

f. "Market Value" means the grcntcst of (i) the highest posted price, plus premium, if nny, offered or pnid for Oil, Gas, condc11sate, distillate, other 
hydrocarbons, or any Other Product~ produced or manufactured from the Oil or Gas, of similar characteristic~ and type in the general area, (ii) the 
prevailing market price rbereof in the gcncrnl urcn, (iii) the procc,,.-ds of the sale thereof, or (iv) the highest value reMonnhly avoilnblc to Lessee. The 
proceeds of sale shall include the total value accruing to the Lessee from the sale or use of the production, Including proceeds and any other thing of 
value received by Lessee or the operator. 
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"Marketable" means that sufficient infrastructure is in-place or inslallcd to allow for the sale or delivery of merchantable Oil and/or Gas into the 
custody of an authorized carrier, receiving agency, or parly. 

"Merchanhtllle" means (i) with respect to Gas, a Gas thai is commercially free of <lu~t, sand, dirt, gum-fum1ing constituent~, naturnl Gasoline, liquid 
hydrocarbons, water, inerts, and any other substances that may become separated from the Gas during handling thereof and may be injurious to utility 
facilitie8, industrial, comniercial, and/or residential Uti l!TS that would cause U1e Oas to be unmarketable or require additional treating and/or processing 
to be ready for use and consumption (sale and use), imd (ii) with respect to Oil, a crnde Oil, condensate, and other liquid hydrocarbons recovered in 
liquid fonn from 2.ny hydmcu.rbon production (oil or Oas) produced on or from the Leased Premises that is suitable for normal refinery processing, 
sufficiently free of foreign contaminants or chemicals, and meets the appropriate pipeline or truck haul specificntions for scdirra."l\t and water. 

"Natural Giis Liquids (NGLs)" means those l1ydrocarhons liquefied, removed, recovered, or condensed from nnturnl Gus at the surface in field 
pro(luction facilities as Oil or condensate or in nan1ral Gas processing plants a.q Oil or stabilized condensate and as raw iniic: liquids prior to separation 
down to their bnsc components. Natural Gas liquids that are not recovered or removed ns condensate in plant systems located on or off the· Leased 
Premises or in a Processing Plant consist of either: (i) Raw Mix, or (ii) component plant products consisting of merchantable and marketable commercial 
grades and/or blends of each of the individual components, after fractionation, of ethane, propane, iso-butane, normal butane, and natural Ga~oline that 
include pcntancs plus (iso-pentane, nonnal pentane and hydrocarbon components of higher molecular weight). 

"Non--Proceued Gas" means all hydrocarbons and Gaseous substances not defined as Oil, that are not processed in plant systems located on or off the 
Leased Premises or in a Processing Plant to remove or extrnct Natural Gas Liquids to produce u Pipcline--Qoalily Natural Ga~ or Residue Gas (altJ~: • 
the term includes such substances that have been removed from the Gas that include, but are not limited to, carbon dioxide, sulphur, water, or an/other 
constituent or component necessary to produce a PipeliM-Quality Natural Gas). : •• •: • 

• 
"Oil" means all hydrocarbons produced in R liquid fom1 at the mouth of the well and nlso all conden~nte, distillate nnd other liquid hydrocarbot!I 
recovered in liquid fom1 from any hydrocarbon production (oil or Gas) produced 1111 or from the Leased Premises when run through a separator or other 
equipment that is stored at pressures less than or equnl to 15 pmrnds per square inch gauge, and that is not 011.tractcd i:n the form of Raw Mix iii plant 
system$ located on or off the Len~cd Premises or in a Processing Pinnt prior to fractionation. All Oil volumes shall be corrected from the measuJ¥:mcnt. 
condith)n to report the producL-<l volume of Oil in Stock Tank Barrels at Stock Tank Conditions per the npplicahle AP[ MPMS standards. : ••• • • 

• 
I. "Pipeline-Quality Natural Gas" mean.~ a natural Gas that is merchantable and marketable that meets an interstate or intrastate transmission comr~y•s. 

minimum specifications with respect to (i) delivery prcssurc ,(ii) delivery temperature, (iii) BTU content, (iv) nicrcaptan sulfur, M total sulfi.r, r..;}. • 
moisture and/or water content, (vii) c11rbon dioxide, (viii) oxygen, (ix) total inerts (the total combined carbon dioxide, helium, nitrogen, oxygqii_an<I. 
any other inert compound percentage by volume), (x.) hydrocarbon dew point limits, (xi) merchantability, (xii) content of any liquid~ at or imrnc§iaft:~• • 
downstream of the delivery point into a pipeline, and (xiii) interchangeability with tht: typical composition of the Gas in th1.: pipeline with re1;pect to the 
foltowing indices: Wobbe Number, Lifting Index, Flashback l.ndcl\, and Yellow Tip Index per AGA Dullctin No. 36. 

m. "Processed Gu" means natural Ga9 processed in a Processing Plant(s) located on or off the LettSed Premises where Gas is processed to remove or 
ex:tract liqucfiablc bydroCllrbons or Raw Mix: from the natural Gas stream to produce a Pipeline-Quality Natural Gas or Residue Gas, NGLs, nnd other 
pmductR, and as used herein includes the Residue Gas, tho Raw Mi,c (and resulting NG Ls), and other products. 

n. "rrocesslng rJant" mean$ plant systems, located on or off the Leased Premises, that include a Ga~ processing plant, natural Gnsolinti plant, Gasoline 
plant, or other plant where raw unprocessed nnturnl Gns is processed to remove or cxtruct Raw Mbc: from the natmal Gas stream to prod(1cc a Pipeline­
Quality Natural Gas or Residue Gas and other products , and the Raw Mi11. is then either (i) scpnmtcd by fractionation down to its base components prior 
to storage and/or transport that meets or confom1s to all nppticnbl.: Gas Pmccssors Association (GPA) Standards and/or Specifications for the co1nmercial 
safo of each liqucfiable hydroCllrbon product, or (ii) tran~ported to anoiher plant fur separation down to its base components by frnctionntion prior to 
storage and/or transport for the commercial sale of each liquefiable hydrocarbon product. Ar.y deductions, costs, or processing fees associated with the 
removal or recovery of Natural Gas Liquids is strictly limited lo only that part of n11y Processing Pinnt or facility where Raw Mix i~ recovered, and if 
applicable at th.at plant, also fractionated to their component parts. 

o, "l'rodnced in Paying Quantities" means that the rc~cipts from the sale or other 11ulhorizcd commercial use of the substances(s) covered exceed out of 
pocket operational expenses for U1e six mcmtl1s last pas t. 

11 . "fbw Mh" means a mixture of Natural Oas Liquids (NG Ls) that has a tme vapor pressure !,'Tt:atcr th,m litteen (15) pounds per square inch gauge at 
I 00 degrees Fahrenheit (°F) prior to separation down to its bnse components by fractionation, typically co11sisting of a mixture of liquefiable 
hydrocarbons, including but not limited to, the natural Gns liquids ethane, priipnnc, iso-butanc, nomml butane, and naruml Gasoline that include pcntnncs 
plus (iso-pentane, normal pcntnnc and hydrocarb<m components of higher molecular weight). 

q. "Ready for Sale And Use" means the foll,)wing: 

i. For Oil: Oil tlmt is merchantable nnd marketable and otherwise in a conditlon such thnt the Oil is suitable for transfer of 
ownership and will be accepted by a pL1rchaser under a sales contract typical for the field or area. 

ii . For No11-Processed Gas: A Pipelioe-Quality Natural Gas that is merchantable and marketable and otherwise in a condition 
suitable for transfer of ownership such that Lhe natural Gas or other Oas product will be interchangeable with and accepted by a 
purchaser under im intcn;tatc and/or intrnstatc Gas sales contrnct typical for the field or um1 for use by an industrial, commercial, 
and/or residential user. 

ii i. For Residue Gns: A Pipeline-Quality Nnturnl Gas at the tailgate of the only or Inst stage of Gas processing to remove Natural 
Gas Liquids that is merchantable and markct,1blc and othcrwi~c in n condition suitable for tmns fer of ownership such that the 
natural Gas or oth.:r Gas product will be inlcrchangcablc with and accepted by a purctu~~cr under an in1crstnrc and/or intmstntc 
Gas sales contract typical for the field or area for use by an inclustrinl, commercial, ancVor residential user. 

i\'. For Natural Ga1 Liquid~: (A) mcrchnntahlc nnd marketable Raw Mil( nt the poi.nt sold ns such to a third party nt nrms' lcnglh, 
or (Fl) merchantable aod marketable Natural Gas Liquid, at the tailgate ofa Processing Plunt after fractionation that arc suitable 

10 

\D 
,.... . ' r r 
\..,...,J....., ..... ~ 



2022 - 20'22CXT/251 10/20/2022 01:27 PM Page 11 of 16 

for trausfcr of ownership that will be interchangeable with and accepted by a purchaser for illllc or U8C by an indL1striol and/or 
comm~rcial us~r. 

v. Por Other l'roducb: Products that are in a condition ihat will he accepted by n purchaser under a sales contract typical 
for the field or area for use by an ind I.Iii trial or commercial user. 

r. "Residue Gas" means (i) the malerinl that remains a.tlcr n separation, treatment, or Gns conditioning process, and (ii) that Gas rcmainin& nfter the 
recovery of Nnturnl Gas Liquids to produce a Pipeline-Quality Natural Gas. If the Gus is processed to remove liqucfiablc hydrocarbons in a series of 
Processing Plants, then the Residue Gas is that Gns remaining afler the recovery ofNatwal Gas Liquids to produce a Pipeline-Q11alily Nnturnl Gas et 
the Inst Processing Plant in the ~erics. 

s. "Stock Tank Barrel" means the volume ofliquid hydrocnrb<.1ns that is equivalent to the volume of forty-two (42) U.S. gallons at atmospheric pre$sure 
nnil 60 ~F. 

t. "Stock Tunk Conditions" means a stock tank meeting all applicable AP! specifications and requirements at atmospheric pressure and 60° F. 

J l. DISCLOSURE CLAUSE. All provisions pertaining to the lease of the Leased Premises have been included in th.is iri~tmment, including the 8latcment of the true 
consideration to be paid for the execution ofthls leaae and the rights und duties of the purties. Al1y collateral agreements concerning the devdopmcnt of Oil and Ga1.efrome 
the Leased Premises which are not contained in this leuse ure invalid. : • • • • • 

• • 
32. FIOUClAR.\' )>UTY, ·me owner of the soil owes the State a fiduciary ,tuty and must fully disclose any facts affecting the St11te's interest in tl1e Leased l'rci,T.~M'.•• 

When the interest~ of the owncrofthe soil conflict with those of the State, the owner of the s,1il is obligated to put the State's interests before his pcr;;onal interests. • 

33. INDEM NITY. Lessee hereby releases and discharges the State of Texas and the owner of the soil, their officers, employees, partners, agents, contractors, 
subcontractors, guests, invitees, und their respective successors and assigns, ofnnd from 111! and ony actions nnd en uses of action ,1f every nature, or other hann, inc!i1ding. 
environmental h11rm, for which recovery of dnmnges is sought, including, but not iimitcd to, all losses and cx.penscs which are c~used by the activities of LcsS:"• "!ll!l• • 
officcn, employees, and agents arising out of, incidental to, or resulting from, the nperations of or for Les.~cc on the Lensed Premises hereunder, or that mny arise out 9,f 
or be occasioned by Lessee's hrcnch of n.ny of the tenns or provisions of this leuse, or by nny other negligent or strictly liable act or omission of Lessee. Further, ~ssce 
hereby agrees to be liable for, exonerate, indemnify, defend and hold hannless the State of Texas and the owner of the soil, their otlicern, employees and agent1 tllfli/ • 
successors or assigns, against any and all claims, liabilities, losses, damages, actions, personal injury (including death), costs and expenses, or other bann for whic1i • 
recovery of damages is sought, under any theory including tort, contract, or strict liability, including attorneys' fees and other legal expenses, including those retZttd.10• • 
environmental ha:i:ards, on the Leased Premises or in any way related to Lessee's failure to comply with nny and all enviromncntal laws; those arising from or in im•y wl/ 
related to Lessee's operations or any other of Lessee's activities on the Leuscd Premises; those arising from Lessee's use of the surface of the Leased l'remises; und those 
lhut may arise out of or be occasioned by Lessee's breach of uny of the tcnns or provisions of this lease or any other act or omismon of Lessee, its directors, officers, 
employees, par111crs1 agent~ contractors, subcontrnctors, gue~t8, invitee~. and their respective succesr,ors and assigns. Each assignee of this lease, or an interest therein, 
agrees to be liahlc for, cxon~rute, inclemuify, defend .ul<l hold h11nnkss the Stutc of Tex.as nnd the owner of the soil, their ofticcrn, employees, und ug,:mt~ in the sumc 
mn1111c1r provided above in connection with the activities of Lessee, its '1fficcrs, cmvloyccs, and agents as described above. EXCEPT AS OTHERWISE EXPRESSLY 
UMITED UEREJN, ALL OF Tiffi INO~~MNITY OBI.lGATIONS AND\OR LIABILITIES ASSUMED UNDER TUE TERMS OF THIS AGR~:EMENT 
SHALL BE WITHOUT LIMITS AND WlTHOtn' REGARD TO TIIE CAUSE OR CAUSES THEREOF (EXCLUDL'iG PRF.-F.XISl'ING CONDITIONS), 
STRICT LIADIUTY, OR nu: NE:Gl,IGENCE OF ANY PARTY OR PARTIES (INCLUDING THE NEGLIGENCE OF THE INDEMNIFIED PARTY), 
WHETHER SUCH NEGLIGENCE BE SOLE, JOINT, CONCURRENT, ACTIVE, OR PASSIVE. 

34. ENVIRONMENT AL HAZARDS. Lessee shall use the highest degree of core and all reasonable safeguan:ls to prevent contamination or pollution of any 
environmental mediL1m, including soiL surface waters, grotmdwuter, sediment~, and 8urface or subsurface strata, ambient air or any other environmental medium in, on, 
or under, the Leased Premises, by ~ny walite, pollutant, or contaminant. Lessee shall not bring or pennit to remain on the Leased Prernisell any asbestos containing 
materials, explosives, toxic materia ls, or substances regulated as ha:i:ardous wa~tes, hazardous materials, hazardous substances (as the term "Hazanlous S11bstance" is 
defined in the Comprehensive Environmental Response, Compensation and Liability Act (CERCLA), 42 U.S.C. Sectioll89601, et seq.), or toxic substances under any 
federal, state, or local law or regulation ("Hazardous Materials"), except ordinary products commonly usc<l in connection with Oil n.'ld Gas C}(ploration and development 
operations and stored in the usualmrumeran<l quantities. LESSEE'S VIOLATION OF THE 1''0RECOING PROH18l'HON SHAU ... CONS'l'lTUTE A MATERIAL 
HHEACH AND 01£1''AULT HEREUNDER AND LESSEE SHAr ... L INDEMNIFY, HOLO HARMLESS AND DEFEND THE STATE OF TEXAS ANll TllE 
OWNE& OF THE S()IL FROM ANO AGAINS'l' ANY CLAIMS, DAMAGES, JUDGMENTS, PENAL TIES, LJAJHLI'ITES, ANO COSTS (INCLUDlNG 
REASONA-BLE ATTORNEYS' FEES AND COURT COSTS) CAUSED RY OR ARISCNG OUl' OF (1) A VIOLATION OF TIIE FOREGOING 
PROHIBITION OR (2) THE PRESENCE, RELEASI<:, OR n!SPOSAL OF ANY HAZARDOUS MATERIALS ON, UNDER, OR ABOUT THE LEASEO 
PREMISES DURING LESSEE'S occur ANCY OR CONTROL Off THE LEASED PREMISES. LESSEE SHALL CLEAN' UP, REMOVE, RF.MEDY AND 
REPAIR ANY SOIL OR GROUND WATER CONTA!\-UNATION AND DAMAGE CAUSED DY THE PRESENCE OR R8LEASE OF ANY HAZARDOUS 
MATERIALS IN, ON, UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE'S OCCUPA."ICY OF THE LEASED PREM.L'lES IN 
CONFOIUvtANCE WITH THE REQUIREMENTS OF AP.PLICABLE LAW. THIS INDEMNII<'ICATION AND ASSUMPTION SHALi, APl'LY, BUT IS 
NOT LIMITED TO, LIABILl'l'Y FOR RESPONSE ACTIONS UNDERTAKEN PURSUANT TO CERCLA OR ANY OTHER l!~NVIRONMENTAL LAW OR 
REGULATION. LESSEE SHALL IMMEDIATELY GIVE THE STATE OF TEXAS AND THE OWNER oi,· THE SOIL WRITl'EN NOTICE OF ANY 
BREACH OR SUSl'£CTED BREACH OF TlllS PARAGRAPH, UPON LEARNING m· THE PRESl<:NCE 01<' ANY HAZARDOUS l\'lATERIALS, OR UPON 
KECEIVING A NOTICE FROM A.l'IIY COVERNMENTAL AGENCY PERTAINING TO UAZARDOUS l\'lATERIALS WHICH MAY AFFECT THE 
LEASED PREMISJi:S. THE 081...lGATIONS OF LESSl!'.E HEREUNDER SHALL SURVIVE THE EXP[RATION OR EARLIER TERMINATION, J.i'ORANY 
REASON, ()JI THIS LEASE. 

JS. EXECUTJON: This lease tDUst be signed and 11cknowlcdged by the Lessee before it is filed of record in the county records and in the GLO. 

36. LEASE FIUNG: Pursuant to Chapter 9 of the Tex. Elus. & Com. Code, this lease niust be filed of record in the olTtce of the C(mnty Clerk in any county in which 
alt or any part of the Leased Premises is located, and certified copies thereofmugt be filed in the GLO. This lease i~ not effective until n ccnificd copy of this lease (Uiat is 
mnde and ce1tified by the County Clerk fr'1m !tis records) is filed in the GLO in accordnnce with TeXllS Natural Resources Code Sec. 52. I 83. Additionally, this lcnsc shall 
not be binding upon the Stntc unlc~s it recite.; the nctunl and ITlle consideration paid or promised for execution of this lca.~e. The bonu~ due the GLO and the prcscrihed 
filing fee shall 11cc,1mpany the certified copies sent to the GLO. 

Exllibit A - Addendum is attached hereto and 

11 incorporated by reference. 

• T ~ ~ ,.,., C"' 
.l • • 
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LESSEE: 

APACHE CORPORATION 

STATE OF TEXAS 

COUNTY OF HARRIS 

(CORPORATION ACKNOWLEDGEMENT) 

BEFORE ME, the undersigned authority, on thi, day personally appeared fustin R. Matthews known to me tu be the person whose name is 
subscribed to the foregoing instruments a~ Attorney-In-fact of Apache Corporation and acknowledged to me that he execuk<l th~ ~amc for the purposes and 
consideration therein expressed, in the capacity stated, and as the act and deed of said corporatiOIL 

Glven under my hand rnd seal of office thls the /3-t::!J.., day of C)Lirz&~ . 2022, 

®
~YP~ NAOMI BROWN 

Notary ID# 1080510-4 
"' to My Commission Expires 

oF Marcil 21, 2025 

12 

• • •••••• • 
• • •••••• • 

• 
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LESSOR: 

HUBllARD ENT.ERP RISES, LLC 

BY: HARRIS E. KERR, Agent and Attomey-In-Fact for 
Hubbard Enterprises, LLC, for such company. and as Agent 
for the State of Texas 

STATE OF TEXAS 

COUNTY OF Y\1_ . 4 'O \ Cl. \IO 

BEFORE ME, the undersigned authority, on this doy personally appeared HARRIS E. KERR, as Agent nnd Attorncy-In-F,,ct for HUBBARD 
ENTERPR!SES, LLC, for such company, nud as Agent for the St~te ofTcx,,s, known to me to be the person whose nnme Is subscribed to the foregoing 
Instrument. and acknowledged to me thnt he executed the snme for the purposes nnd cansidcrntion therein expressed. 

Given under my hand and seal of office this '2, '7 day of __ ...J_--~---+---~· 2022. 

13 

• • •••••• • 
• • •••••• • 

• 
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•• • • • • • •• 
•• • • • • • •• 



cu 
c.. ◄ 
(.) 

;-:---. 
f 
l.) 

C J 
, \ 

2022 - 2022007251 10/20/2022 01 :27 PM Page 14 of 16 

EXHIBIT A - Addendum 
To Oil and Gas Lease dated July 18, 2022, by and between The State of Texas, 

acting by and through its Agent, Hubbard Enterprises, LLC, 
and Apache Corporation 

The tenns and provisions set forth in this Addendum are incorporated into and made a part of the Oil and 
Gas Lease referenced above. To the extent any term or provision contained in this Addendum is in conflict with 
or contradicts any term or provision contained in the main body of the lea,;e, the terms and provisions of this 
Addendum shall control. The terms and provisions contained in this Addendum are intended to, and do hereby, 
amend and modify the terms and provisions contained in the main body of the lease. Unless otherwise expressly 
stated, all section references in this addendum are to the sections in the main body of the lease. 

1. PAID UP OIL AND GAS LEASE: TI1is is a three-year, fully paid-up lease; and the delay rental 
payments for years two and three of this lease have been prepaid with the bonus consideration. No annual rentals 
are due. Consistent therewith, Section 3 and Section 9(a) are deleted and reserved. 

2. COORDINATION OF PUGH CLAUSES WITH CONTL"l'UOUS DEVELOPMENT 
CLAUSE: In the first sentence of Section 7(a) the following phrase is stricken: "two (2) years after the expiration 
date of the primary term". This stricken phrase is replaced with the following phrase: "at the end of the primary 
term or the period of Continuous Development described in Addendum Section 3, whichever is later,". : ••• : • 

• 
• • 

In the first sentence of Section 7(b) the following phrase is added immediately after "expiration datt:-Cir• 
the primary term" and immediately before "this lease shall fi.trther terminate": • 

"or the period of Continuous Development described in Addendum Section 3, whichever is later,". • • •••••• • 
, . 

3. CONTINUOUS DEVELOPMENT: Notwithstanding subsections 7(a) and 7(b), if this leaH is. 
• • • 

held at the end of the primary term pursuant to its terms, it shall continue to be held in its entirety (subject t" tW 
further conditions of this Addendum section 3) for so long as Lessee continuously develops the leased preroi~ • 
by drilling and completing no fewer than two wells per year on the leased premises (or lands pooled therewith) 
during every year after the end of the primary term. For the first year after the end of the primary term, any well 
commenced prior to the end of the primary term does not count as a well for purposes of this section. Only wells 
spud and completed during an anniversary year period will count toward the minimum drilling requirements for 
that year. If Lessee fails to drill and complete at least two wells during any anniversary year after the end of the 
primary tenn, then this lease shall automatically tem1inatc at tl1e end of that year as to the acreage amounts and 
depths as provided in section 7(a) and 7(b), und Lessee shall execute a release as provided in section 7(c). 
Notwithstanding anything contained herein to the contrary, during the period of continuous development the lease 
must be maintained by production in paying quantities or as otherwise may be provided in the lease or it shall 
automatically terminate. 

' J 

4. This section is deleted and reserved. 

5. Royalty Percentage. 

, .. 
~ ' 

◄ 
t) 

" .. u 
,";• 
! • 

"' r • 

-~ --

(A) TI1e royalty percentage for Oil under Section 4(a) shall be twenty five percent (25%). Oil 
includes all liquid hydrocarbons, including condensate and field drip, that are extracted by 
separation equipment located at the central tank battery servicing the Lease or a pooled 
unit in which the Lease is included. 

(B) 

(C) 

(D) 

The royalty percentage for carbon black, carbon dioxide, sulphur or any other products 
(including water) produced (excepting Oil, Gas, or NGLs) under Section 4(e) shall be 
twenty five percent (25%). 

The royalty percentage for Non-Processed Gas under Section 4(b) and Processed Gas under 
Section 4(c) for any given month X will be detennined in the manner described in this 
Addendum Section 5(C). First, the Average Waha Index Price (AWIP) for month X-1 (the 
month prior to month X) shall be calculated, according to Addendum Section S(E) below. 
The AWIP for month X-1 shall then be placed into the appropriate row of the schedule in 
Section S(D) below, which will determine the royalty percentage rate to be used for Non­
Processed Gas under Section 4(b) and Processed Gas under Section 4(c) for the month of 
X. 

Sliding Royalty Schedule 

A \VIP $ / MMiltu Ro alt Percenta c 
Below $2.85 20% 

ADDENDUM 



i . ' 

.i 
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$2.85 - $3.50 22.5% 

$3.501 - $4.50 25% 

Above $4.50 30% 

(E) Calculation of Average Waha Index Price (AWIP) For Any Month. For any given month, 
the A WIP shall be the simple monthly average (i.e. the sum of the price for each day during 
the month divided by the total days in the month) of the price published in each day's issue 
of Platts' Gas Daily (as published by S&P Global) for such month under the heading "Final 
Daily Price Stuvey" for "Southwest" for "Walia" under the column "Midpoint" (each day's 
price being the "GD Waha Index"). If the GD Waha Index is not assigned a value on any 
day ("Non-Posting Day"), the price assigned to the Non-Posting Day shall be the average 
of (i) the last GD Waha Index posted prior to the Non-Posting Day and (ii) the next 
available GD Waha Index posted after the Non-Posting Day. If the GD Waha Index ceases 
to be published, all references to "GD Waha Index" shall be replaced with the Gas Daily 
location, in the aforementioned Gas Daily publication, under the "Southwest" heading that 
is in closest geographic proximity to Waha with a Midpoint closest to that of the GD V{~~~-
In<lex during the six month period prior to cessation of the GD Waha Index. • 

• • •••••• • 
6. Pre Payout Royalty on Unlcasccl Interests. TI1e following sentence is added to the end of Section 

20(a): 
• • •••••• 

"The pre-payout royalty percentage described in this Section 20(a) shall be detennined in the same malmer 
described in Addendum Section 5." •• •. 

{REMAINDER OF PAGE JNT.ENTJONALLY LEFT BLANK] 

ADDENDUM - _\S 

• • • ••• 
•• • • • • ••• 
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Reeves County 

Dianne 0. Florez 
Reeves County Clerk 

•vG-2335-2022-2022007251 • 

Instrument Number: 2022007251 

Real Property Recordings 

LEASE 

Recorded On: October 20, 2022 01 :27 PM Number of Pages: 16 

" Examined and Charged as Follows: " 

Total Recording: $82.00 

0 ********"' THIS PAGE IS PART OF THE INSTRUMENT ***"*0 **** 
Any provision herein which restricts the Sale, Rental or use of the described REAL PROPERTY 

because of co lor or race is Invalid and unenforceable under federal law. 

File Information: 

Document Number: 

Receipt Number: 

2022007251 

20221020000016 

Record and Return To: 

MITCHEL PETROLEUM /PICK UP 

Recorded Date/Time: October 20, 2022 01 :27 PM 

User: 

Station: 

Rebecca G 

CLERK07 

STATE OF TEXAS 
Reeves County 
I hereby certify that this Instrument was flied in the File Number sequence on the date/time 
printed hereon, and was duly recorded In the Official Records of Reeves County, Texas 

Dianne 0 . Florez 
Reeves County Clerk 
Reeves County, TX 

• • •••w•• • 
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CERTIFIED A TRUE AND CORRECT COPY 
OF THE RECORD ON FILE IN MY OFFICE 

Dianne 0. Florez 
Reeves County Clerk 

ID- :JQ ~ :;l0 dd By: R ~4Jo 
Date Deputy Clerk 
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General Land Ollice 
Rellnqubluuent Act Lease Form 
Revised 9/21 

OIL AND GAS LEASE 

TIUS OIL AND GAS LEASE is made and entered into to he effective July 18, 2022 

acting by nnd through its agent, HARRIS E. KERR 

whose address is: 1701 North L. Street, Midlnnd, Texas 79705 

(tho "effective dntc"), by and between the State of Texas, 

said agent herein referred to us the owner of the soil (whether one or more) ("owner of the soil"), and Apache Corporation 

("Lessee"), whose address is: 2000 Post Oak Boulev:mi, Suite 100, Uou,ton, Tesu 77056 

• • •••••• • 
• • •••••• • 

• 

t. GRANTING CLAUSE; RESErtVATION; BONUS. For good ,md valuable consideration, the receipt and sufficiency of which are hereby acknowledged, a:i,.OO: • 
covenants contaiued herein, the State ofTe,ws, acting by and through the owner of the soil, hereby demise~, grnnts, leases and lets unto Lessee the non-exclusive rrght to 
explore for, and the exclusive right to produce and take, Oil and/or Oas from the Lea3ed Premises (defined below) on the tenn~ and condition~ set out in this lc:a~e. 11:~~ec',i 
right hereunder to explore for Oil and Gas from the Leased Premises is non-exclusive. The Texas General Land Office (the "GLO") expressly retains and reHer1,1 "1e• • 
concurrent right to grant third partici (i) seismic, geophy~ical und geological permits, and to enter into other 11greemenis with third parties, which permits or ngreetnen!Je 
shalt allow such third parties to conduct geophysic:il. g(~ological, o.r seisrnic ~urveys <•n. over, under, throtigh, and .icros9 the land covered herein during tht: lt:rm •>this• 
lease, and which seismic, geophysical, or geological surveys shnl\ not unrcnsonahly interfere with Lessee's drilling or prodL1ctio11 activities on the Premises, a:d ti.)e • 
ingress and egress und use of the Leased Premises by the GLO and its lessees nnd ~rmittcc9 to explore for and produce minerals that arc not covered, or th11t might not 
be covered in the future, under the tenns of this lease, hut that might be located within the surface boundaries of the Lensed Promises. All of the rights in and to the 
Leased Premises retained by the GLO and all of the rights in and to the Leased Premises granted to Lessee herein shall be exercised in such II manner thnt neither shall 
uru:luly interfere with the operations of the other. This tense is made and entered into subject to any existing rights of way, easements, geophysicnl or geochemical 
exploration permits. 

The bonus consideration paid for this lease is as follows: 

To the State of Texas: One 1'housaud, Eight Hundred Seventy-Five Dolfars and No/lOOs 

Dollars (S 1,875.00 

To the owner of the soil: One Thousand, Eight Hundred Seventy-Five Dollars and No/100~ 

Dollars (S 1,875.00 

Total bonus consideration: Three Thousand, Seven Hundred flfty Dollars and No/l00s 

Dollars($ 3,750.00 

The totnl bonus consideration paid represents a bonus of _______ O_n_e_t_h_o_u_s_a_n_d_fi_v_e_h_u_n_d_r_e_d _______ dollars($ 1,500.00 ) rer 
acre, on 2.5 net acres. 

2. TEltM. Thi~ lcasll shall be for a term of three ( J ) years and zero ( o ) months commencing on the effective date (the "primary 
term"), ~nd ns long ttwrcaller as Oil or Gns is produced in paying quantities from the following "Leased Premises" (herein so callt:J), to-wit: 

Part/Section: 40.0 acres of land, more or Jess, being the Northeast Quarter of the Northwest Quarter (NE1 of the NW4) of Section 26, Block 71, Public School Land 
Survey, A-5427, Reeves County, Texas. 

Block: 71 

Grnntcc / Survey: Public School [,,111d Survey 

Acres: 40.0 

County: Reeves 
l 

Abwac t: 5427 

:1ty Tt/"S, 
~·I ,z, Cvunty Clerk 

f _, __ _ 
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J. BELA'i ltf~NTA:LS. tfoo weH is eonnueucecl ou the Lc~ .. ,cd l'centisc.s on 01 bcfutc one (1} yezrt £.mo the c.ffcctivc date, thb tea,, .... 1lmll te11uinalc, un!es;, 011 Vt 

before !~el, un11i,c1:mr1 ,ltite Lc!Jce Jlin!l pn, to !he o .. ner of the Joi! 01 to hii e1cdi1 i11 the Buuk, 
at 01 it, :ntccciJorJ ( ♦ 1hiel, !hull co11ti11ue OJ the dcpo.,i!oi, rc!!:mdle.1.1 ofchn11geJ in the 1;.mer.1hip 
ef!aid !Md7, t ►. e t11Mt111! speciF.cd belo11, in udilition, Lcme shall pay to t!,e COhl!tl!S!J!OHEll Of THE GEHEIV,L LMID OFFICE Of TIIE BTATE Of TEJV..9, 
AT A:USTH4, TEJU.S, a like .,um 01t o, bcfo,e said dote. i'aJmrnts m.dc1 thi., pmagrnpl. i!.ull oprn,te ai 11 .enrol 1t11d ,hie!! co.er the p1i.ilcr;c of rieferrint; t!.e 
colinilcz.cunent of'tt wctl fi:,1 one (I) ycm flout s21id elute. PuJmcnts uudc1 this pmag1aph shall be in the tbllowing amotm!.i. 

t ot:11 Delay Rental. DnllaiS ($ _____ _, 

h, a li:kc nmm1c1 and upon like paymrnts mmu:,lly, the con.1t1t1.cc11x:nt ofa well m21y be fm~,u dcfi.1.ed fm successive pt1iods ofouc (I) yem each dutiiit the p1ima.J 
te11n. 1\Jt payu1cut::1 of1c1.itai to the OS\ uc2 of the ooil utay be nmcle by check of Lt551."' 01 till) aJsigucc. o[ Uris lease, and nrny be dcti, cttd on m bclb1e ~he 1cnta!-payll'llt 
1litta, [f Iha 1!1111111lu11ir-::1,uletl in lhiJ p1m1i::,11r,h (a, il,j .me~llrn~• eunl,) 6h~uld of:!1160 la e,ii.1t,-t11rnre111t l,11.Jine1J 111 liquitluiu, !tiil ~• l!u st11JHe1lu1I e, 11ne1li~, e11nlc1 t!P ft.Jr UH) 

re11sen foil cir rt!ftt~a ta ooeel'I re111t1I , Lll~~~o ~h11!1 Ml ee held i11 tlditt:tlt far ftli!t, .e 16 1m1l1e .111eh po, 111e11,ls ef re,11111 u111il thif'l) (?,8) ao,s 11Rer thee .. ner ef 1ho seil .1!111II 
dclitt1 to Les.see a pzopt•t tccotdabk iustru1nent naming ano1.hc1 battk: as at,v .. J to 1c1.ci.;c s .. cl. pa11ocnts. 

4. ROY AL TY: All capitalized temis used in this lease that are not defined in this lease shall have the meanings given them in Title JI, Part J, Chapter 9 of the Texas 
Administrutive Code (the "Kules"). Upon production of Oil, Gas, itnd/or other products from die Leased Premises, Lessee agrees to pay or cause 10 be paid one-half ( 1/2) 
of the royalty provided for in this lc,rne to tne GLO, for the use and benefit of the Siate of Texas, and onc-rnLlf ( 1/2) of such royalty to the owner of the soil, each of the 
following royalties as applicable to the substances actually produced from the Leased Premises and/or subsequent processing: 

• • 
(a) OIL: As a royalty on Oil, a monetary royalty of twenty flvc percent ( 25 °1.) of the vnluc of the Gross Production, unless the Commissionei,-J'fffl\J .. 

Gene ml Lllnd Office of the Stntc of Texa~ (the "Commissioner") or the owner of the ~oil, ut the option of either, elects to receive its royalty in kind pur1r11ant to. 
scctfon 4(1). Thu v;ilue of the Gross Prnduction shall be cnlculatcd at the point the Oil is Rcndy for Sntc ancl Use and without deduction for expenses, as dei!tPil!~ • 
in scctiot\ (4)(k), and determined by the gr1:<1test o!: (i) the highest posted price, plus premium, if any, paid or offered for Oil or:i like type and gravit/in the 
general nrei\ where produced and when nui. (ii) the b.ighe~t market price thereof paid or offered in the gencrul urea where produced uncl when run, or (iii) ~c 
gross proceeds of the sale thereof. d • · · See Ad endum Section 5 for sliding scale royalty on non-processed gas 

(b) NON-PROCESSED GAS: As a royalty on any Non-Processed Ga.~, a moncta.ry royalty of twenty five percent ( 2S •;,) of the value ofth~tp~(. 
Production, unless the CotIUnisBioner or the owner of the soi~ at the option of either, elects tu receive il8 royalty in kind pu1~uant to S<.'Ction 4(1). lhe vltlue of 
the Gross Production shall be cakul:ite<l (i) at the point nt which the Non-Processed Gas l~ Ready for Sale and Use and without deduction for expenses, es 
dcscrib1,'<l in section (4)(k), (ii) on a Dry Ga8 basis as to both volume and energy content (as described in the section 30 definitions below), and (iii) base<lai the. 
higher of: : • • • • 

(A) the highest market price paid or offered for Oas of c.1mpamlilc quality in the general nrca where pn)(luced and when n1r1; or. 
••• • 9 • 

• •• 
(B) the grnss price raid or offered to the lessee; provided that the maximum pressure base in measuring the Gas under this lease contrnct shnll equal 

14.65 pound~ per square inch absolute, and the standard base temperature shall be sixty (60) degrees Fahrenheit, correction to be mnde for pressure according to 
Boyle's law, nnd for specific gmvity according to a test made by chromatographic analysis or th~ Balance Method. 

Provided, however, that ifNon-l'rocesscd Gas is sold to a parent, subsidiary or affiliate of Lessee, then the royalty due hereunder shall be based on the vnluc 
of the Gos ns either Non-Processed Gas or Processed Gas, ns the case may be, in the first sale to a third party in an agreement negotinted at arms' length. 

See Addendum Section 5 for sliding scale royalty on processed gas 
(c) l'ltOCESSlW GAS: A, a royalty on any Processed Gas, Lessee 11grees to pay a monetary roya.lty of twenty five percent ( 2S ¾) of the value of 

the Residue Gas and the NGLs C1\tracted, unless the Commissioner or the owner of the soil, at the option of either, elects to receiw its royalty in kind pummnt 
to Bection 4(1). 'Ihe value of U1e Gross ProdL1ction shall be calculated at the point U1e Residue Gas andlor the NGLs, respectively, are Ready for Sale and Use. 
All royalties due herdn mall be on 100¾ of the volume ufthe Gu~ produce<! from the Lea8ed Premises (calculated on a Dry Gas basis as to both volume and 
energy conlt-'Ilt, as described in the section 30 t.lefinilions below) as measured or ultributcd at the inlet of the Process ing Plant. The royalty due from Lessee 
hemmdcr shall be based oo the greater value of: 

(l) the sum of the values of (A) lOO¾ of the Residue Gas MMBt1.1s attrihutable to tl1c Gas detcnnined at the plant recovery efficiency applicable to 
each NGL component, plus (B) the net value of the NGLs after deduction of all applicable Gas processing foes and/or the value of the NGLs at the applicable 
liquids percent of proceeds accruing to th.e Processing Plant; or 

(2) the sum ofthe values of(/\) 100% of the available Residue Gas MMBtus attribl1tnblc to the Gas, plus (B) the value of the NGLs at the applicable 
minimum liquid, POP%, established herein in section 4(d), without deduction or reduction in the value of the NGLs by a percent ofprocccds or nny other fees 
or adjustments of nny type, form, or chamctcr; or 

(3) the "keep whole" value of the Gas as described in section (4Xf). 

For purposes of calculating the royalty due hereunder, the re~pcctivc values of the Residue Gas aud the NGLs shall be based on the greater of: 

(IJ the highc~t market prk~ paid or offered in the general area for (A) any Pipclinc-QLiality Residue Gas, and (B) NGLs, u either Raw Mix or 
merclmntable and marketable commercial grades and/or blends of each of the individual components, afler fractionation, of compurable quality in tho gem:ral 
area, or 

(2) the (A) gross price paid or offered to lesst',e for such Pipeline-Quality Residue Gus, end (B) weighted monthly average gross selling price for the 
respective grades of NGLs, as either R.nw Mix or merchnntable nnd mnrkctnblc commercial gmdcs and/or blends of CJ1ch 1)f tha individual c,)1ll(ll10Cnu, after 
trncti,)nation. 

2 
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No fec8 or costs uf uny kind shall be deducttXI from the value uf Gu~ that ill bypil~sed around a Gas Pmcessing Plant and then blended with Gas ibat was proces.1ed 
to remove liqueliable hydrocarbons at, or at a point downstream of, the tai lgate oflhtl Processing Plant, a.k.u. "conditioning". The value of Gas bypas.o;ed around 
11 plant in which 110 liquefiable hydrocarbon.~ or NGLs are removed from the Gas shall equal that for Non-Processed Gas per section (4)(b). 

Provided, however, that ifNGLs arc recovered from Gas processed in a plant in which LeS8ce (or its pareni, subsidiary or affiliate) owns an interest, then the 
POP%, applicable to NGLs shall be the greater of(x) the applicable POP% per section 4(d), or (y) the high~I percent ucm,ing to a third party proces~ing Gus 
through such plant und~r a processing agreement ncgotiat~-d nt arms' length. 

(d) APPLICABLE MG'\1.MUM: LIQUIDS PERCENf OF PROCEEDS: (I) The appllcnble 111i.nimum liquids percent of proceeds ("POP%") of the total 
avnilnble liqnid hydmcarbon content volnme for all NGLs, except ethm1e1 shall, reg1\tdless of the natural Gas liquids rec.wecy process orGns processing 
agreement terms nncVor conditions, be equal to the following: 

(c) 

(I) 

(g) 

(h) 

(i) 

(j) 

(k) 

(I) 

(A) 70% for Gas with a heating content or BTU vatuc equal to or greater than 1100 RTIJ/SCF; 
(B) 60¾ for Gas with a heating content or BTU value equal to or greater than 1070 BTU/SCF but less thnn I JOO BTU/SCP; and 
(C) 50¾ for Gas with a healing content or BTU value less than 1070 BTU/SCF. 

(2) The availuble liljllid hydmcarbon volume, in gallons, of each NOL component used to calculate the value oflhe NGLs at the applicable POP% 
shall cqnal the product of(A) the Proce:s~ing Pl.ant inlet Gas volume, in MSCF, on a Dry Gas basil;, tim~s (D) the galloilll perMSCF of each component calculated 
per the applicable standards, at 14.65 pounds per square inch nbsolute and 60° fab.renheit, according 10 a test made by chromatographic analysis of the Gas, 
except ethane, where the theoretical gallons of ethane availabl~ in the Gas shall be reduced by the Processing Plant recovery efticicncy of ethane then being 
~pecified in processing agreementM n~gotiated 111 arm's length b~tw~~n th~ Lessee and the plant for each dedicated Processing Plant and each Processing Plant 
thut muy process the Gas in a serie~ ofpbmts. 

(3) The availnble Residue Gas MMBtu amount used in the calculation of the rnyalty value in section 4(c)(2) shnll equal the producl of(~) the. 
Processing Plant inlet Gas MMEltu nmount less the sum total MMBtu of shrinkage calculated for the nvnitable liquid hydrocarbon volume in section 4(d)t2')'f~• 
each NGL component, times (B) one (1.0) 11\inus the lesscrof (I) the plant fuel MM13tu percentage divided by 100%, or (2) 0.035. • • •••••• 
OTHER rRODUCTS: As n (\)yalty l)n carbon black, curhon dioxide, sulphur or any other products (including water) produced (excepting Oil, Gas, or '-rGLs, 
addressed separately above), Lessee agrees 10 pay a monetary roynlty of twenty five percent ( 2S "I•) of the value of the Gross Production ofsut~ 
produ,t~, unless the Commissioner of the General Land Office of the State of Texas (the: "Commissioner") or the owner of the soil, al the option of either, elects 
to receive its royalty in kind pursuant to section 4(1). 1be value of the Gross Production shall be cakulat~"(I at the point the other products ure Ready for S.ile and 
Use and without deduction for expenses, as dcscrioc'<I in sct:tion (4)(k), Huch value to be based on the higher of: : • • • : • 

(I) tne highest market price of each product, during the same month in which such product is produced; or 
(2) the average gross sale price of each product for the Hame month in which sucf1 product~ are produced. 

• 
• 

•• • • • • • •• KEEP WHOLE: Notwithstanding any other provision ofthb lease to the contrary, Lci!!icc may not pay a royalty hereunde r for Processed Gas that is lc~1Jhan. 
the royalty that wou.kl hnvc been dt1c tinder section 4(b) for tho IOtal energy content of the Processing Plant inlet Gas ifit h,1d not been processed. : • • • • 

NON-SALES DISPOSITIONS: As a royalty 011 non-sales dispositions of Gas, including but not limited I() vented Gns, flared Gas, fla.~I) Gas and lease fuel 
Gus, lessee agrees to pay a royally bused on the royalty provisions for Non-Processed Gas described in section 4(b) of this Lease (but without requirement of 
mcrchuntability or murkctability) if the Gas pmcluced fmm the Lensed Prcmi.1cs is not proccs.~cc!; otherwise, the royalty on ntin-snlcs dispositions of Gas shall be 
hosed on the royalty provisions for Processed Gas described in scct,on 4(c) for Residue Gns. lf, for whatever reason, there arc no Gas sales dispositions, then 
Lessee agrees to pay roynlty on one fourth ( 1/4) part of the total energy content of the Gas, in MMBru detem1ined on a Dry Gas basi~. based on the posted market 
price ofnaturol Gas nt the nearest applicable Gas market hub in $/MMiltu. 

l'LANT F'UEL AND RECYCUm GAS: No royalty shall be payab le on any Gas as may represent this lease's proponionate share of any luel used to proccs~ 
Gas produced hereunder in any third party Gas processing plant pursuant to section 4(c); provided, however, that this lease 'g proportionate share of any such fuel 
used to process Gas shall be the lesser of (I) the plant fi.iel MMDtu percentage of the tot:11 plant inlet M.\.fBtu amount (as determined by contract or, if none, by 
actual MMBtu amounts), or (2) 3.5%, and royalty shall be payable on any Gas in ei.cess of that les~er amount. Subjed to the consent in writing of tho GLO, 
Lessee m,1y inject Gas for secondary or enhanced recovery operations or for Gas lift purposes into any Oil- or Oas-producing formation in the Leased Prcmim:s 
after the liquid hydrocarbons contained in the Gas have ,been removed, and no royally shall be payable on the Gas so injected until such time ns the snme may 
thereafter he produced and sol cl or used. 

CONSERVATION: L.,."\sec shall use all reasonable means to prevent the underground or above ground waste of Oil M Gas 11nd to avoid the physical waste, 
Oaring or venting of Gas produced from the Leased Premises. 

DUTY TO MARKET: Lessee shall exercise due diligence and use all rcasonnble efforts in marketing any and all production from the Lensed Premises, at no 
cost to ovmcr of the soil, to obtnin the best price reasonably available for the Oil and Gas. 

NO DEDUCl'IONS: Except for fees or deductions that may be permitted purnuant to section 4(c), Lessee shall pay or catL5e to be paid royalty dLle under this 
lease without deduction for the cost. of producing, gathering, storing, separating, treating, dehydrating, conditioning, compressing, processing, transporting and 
otherwise making the Oil, Non-Processed Gas, Processed Gas, and other products hereunder Ready For Sale and Use, whether borne by Lessee or by third­
party purchasers and whether stated as a deduction from the price or an adjustment to the price based on location or condition. If any contract by which Lessee 
or an Affiliate of Lessee selb Oil or Gas produced hereunder makes deductions or adjustments to the price to account for costs of producing, gathering, storing, 
separating, treating, dchydrnting, conditioning, compressing, processing, or tmQ!;purting of Oil or Gas produced from the Leased Premises, then such 
deductio.ns shall be added back to the price received for purposes of computing the Gross Production upon which royalties are to be paid. 1be owner of the 
i;oil, the GLO, and Lessee agree that the tor~going provision is to be given full ellect and is not to be constl\led as "su!plusage" under Heritage Resources, 
bw. 11. Nmio1ubllltk, 939 S.W.2d 118 (Tex. 1996). 

ROYALTY IN KIND: Lessee shnll pny monemryrnyaltks bnscd on the value of the Gross Production from the Leased Premises, unless 1heGLO or the owner 
of the S1)il, at the opti<111 of either, clect!I to receive its rnya!ty in kind. Lc.qsce shall pny Oil or Qaq royalty, or both, in kind without deduction for expenses, a.~ 
described in section (4Xk), ncccs!lary to mnke the Oii, Gns and nny other product~ Rendy for S:ile nnd Use. The owner of the soil or the GLO mny change it!I 
election to toke royalty in kind or monetary forll\ nl ony rime or from time to time by giving Lessee notice of5Uch election not less than sixty (60) dnys in advnnce. 
lf tbc owner of the soil or L'ic GLO elects to tnkc its royalty production in kind, it muy elect to have the royalty production ofthc Oi~ Gas, and nny other products 

J 
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that W'e in a Ready for Sale and Use condition delivered in kind at the locution Lessee sells it~ produdion, or at another location mutually acceptable to owner of 
the soil or the GLO and Lessee. Lessee shall bear all costs to the point of delivery. If th~ GLO or the owner of the soil elects to take its royalty in kind, the 
parties agree to execute either the State's fonn of Gas Balancing Agreement or any other agreement that is acceptable to ownerofthc soil or the GLO and Les~ee. 

(m} SEPARATION: Lessee agrcc8 that before any hydrocarbons in liquid fonn and any Gas produced from the Leased Premises is sold, transferred, surface 
commingled with the production from any other lease tract ancVor pooled unit, or is used ot proc,:sscd ina plant, it will he run free of cont to owner of the noil. 
and the GLO through a gmvity-based Oil 1111d Gas sepumtor of conventional type und of adcquo.te size nnd etliciency such that all liquid hydrocru:bons recoverable 
from the Ons by s11ch means shall be recovered. Upon written consent of the GLO, Lcs~ce muy npply other fom1s of separation equipment thnt are at least ns 
efficient as a gravity-based separator upon such tenns nnd co11ditions as prescribed by the GI.O. Upon wri1tcn consent of the GLO, the requirement that s11ch 
Ga.~ and liquid hydrocarbons be nm through a separator or other equipment mny be wnived upon such tenns lllld co!ldltlons as prescribed by the GLO. Lessee 
must request and obtain a waiver in writing from the GLO betbre the installation nnd/or use of nny full well strenm/wet Gns/m11ltlphase flow meters that measure 
any production on or from the teased Premises. 

(n) COMMINGLING: Lessee must obtain prior written penuissio11 from the GLO per 31 TAC §9.J5(a)(3) before surface commingling Oil ond/or Gas production 
from a state lease or pooled unit with the pmduction from any other private or state lease and/or unit into (i) a common manifold and/or separator, (ii) common 
storage, (iii) a common gathering system or pipeline, or (iv) to utilize an off-lease Gas supply to inject Gas for lifl purposes into any Oil- or GM-producing 
fom1ation in the Leased Premises. These requirements are in addition to, and apart from, the requirements of any other state und1or fe<lcral agency, 

(o) METERING: Lessee agrees tlu1t any hydrocarbou.~ in liquid form and any Gas prod11ced from the Leased Premises shnll be measured separately before the 
liquid hydrocacbons and/or Gas leave the Leased Premises. Lessee agrees to comply with ull upplicablll American Ga~ Association (AGA) Stmclards, us well as 
the American Petroleum Institute (Al'[) Manual of Petroleum Measurement Standardll (MPMS) for any mtlasurement dtlvice or tank that cowrs the standard::i, 
prll(.tic~s, g11idcliues, recommendations and procedures which incl Lide, but are not limited to, tbc design, installation, calibration, testing and handling of samples 
and operation of a metering system used for the rnCJ1surcmcnt of hydrocarbons in liquid form or Oas at any meter location 011 the LeMcd Premises, at a point of 
lease custody transfer, for the purpose oflcnsc nl!o.:ation in the event of surface commingling, or for the reporting and allocation oflease fuel, fl.nred Ga.~ vokunes,. 
vc11tcd vo !tunes or nny oth<;:r lease use. : • • • • • 

• • 
(p) ROYAL TY ON CONTRACT SETTLEMENTS: Lessee shall p11y to the owner of the soil and the GLO royalty at ihe applicable royalty rnte on any m<11!1tti'y" • 

~cttleniettt received by Lessee from any breach of contract by Lessee's pllrchascr relating to the marketing, pricing or taking of Oil or Gas production from t~e 
Lensed Premises. 

5. PAYMENTS, SUBMISSIONS AND NOTICES 1'0 LESSOR: 
• • •••••• 

(a) .MONlt l'AR \:' ROYALTY I' AYMENTS: All royalty owed to the GLO hereunder and not pa.id in kind at the election of the GLO shall be paid to thl!'GLO 
at Austin, TcxaH, in the following manner: payment ofroyalty on production of Oil and Gas shall be as provided in the Rules. The Rules currently provide thlt 
royalty un Oil is d11c and must be received in the GLO on or before the fifth (S'h) day of the second (2..i) month succeeding the month of production C:-~ych'" • 
later date as may be prescribed in the Rules. Royalty on Gas is due and must be received in the GLO on or before tl1e fifteenth ( I Slh) day of the secon'1 (2•)' 
month succeeding the roonth of production or such later date ns m,Ly be prescribed in the Rules. All royalty payments must be accompanied by the alfl@lavitt 
of the owner, manager or other authmized agent, completed in the fonn and manner prescribed by the GLO nud showing the gros~ amount and disposi;Clt •lo• 
all Oil nnd Gas product-d and the =rkctvalue of the Oil nnd Gas. lessee must maintain, and m.uke available to the GLO upon request, copies of all document.,, 
records or reports c11nfiroung the Gr()ss Producti,1n, disposition and market value inchJding Gns meter readings, pipeline receipts, Gas line receipts nnd other 
checks or mcmomnda of the amount produced and put into pipelines, tanks, or pools and Gas lines or Gas $tomgc, and any other reports or records which the 
GLO may require to verify the Gross Production, disp,)sition and market value. In all cases the authority of a manager or agent to act for the Lessee herein 
must he filed in the GLO. Each royalty payment shall be nccompm1ied by a check stub, schedule, mmmary or other remittance advice showing, by the assigned 
GLO lease numoor, the amouni of royalty being ·pnid on each lease. 

(b) MANNER AND TlMELINESS OF l'AYMEN1'S: A monetary royalty payment that i8 not submit1ed electronically 8hall be considered timely paid if 
delivered to the vLO on or before the applicable due date or if deposited in a postpaid, properly addressed wrapper with a po6t omce or officil1l dcpo~itory 
under th1.1 care an<l custody of, and postmarked by, 1he United States P{•stal Service at least one (1) <lay befor1;: thu applicable dull date. A payment that is 
submitted electronically shall be considered timely paid if such payment is successfully transmitted to the proper account with the Comptroller of the State of 
TexaH on or before the due date. 

(c) PENALTIES ANll [NTElU!;Sl': Lessee shall pay penalties and interest due 011 late royalty payments and other sums due, and for failure to provide 
do.:umenis, (whether physical documents or information in electro11ic form), ns provided by Jaw or the Rules. The right to collect penalties and interest is in 
addition to, and shnll not in any way limit or restrict, the rights of the GLO to pursue other remedies at law or i11 equity, including without limitation forfeiture 
of this lease, If Lessee pays royalty on or before thirty (30) days afier tl1e royalty paymetit wns due, then lessee owes n pcllalty of five percent (5%) on the 
royalty or twenty-five dollars CS25,00), whichever is greater. A royalty payment which is over thirty (30) days late shall ~ccrue a penalty often percent (10%) 
of the royalty due or twenty-five dollars ($25.00), whichever is greater, In addition to a penalty, royalties shnll nccme interest when the royalty is sixty (60) 
days overdue. Affidavits and supporting do~umcnts which arc not tiled when due shall incur II penalty in an amount set by the Rules that were in effect on the 
dnte when the affidavits or supporting documents were chic. The tcssec shall bear all responsibility for paying or causing royalties to be paid as prescribed by 
the due date provided herein. Payment of the delinquency penalty shall in 110 way operate to prohibit the State's right of forfeiture as provided by law nor act 
to postpone the date on which royalties were originally due. Tiic ubove penalty provisions shall not apply in cam, of title dispute us to the State's portion of 
the royally or to that portion ofihe royalty in dispute as to fair market value. 

(d) l'A YMENl'S, NOTICES, AND CORRESPONDENCE TO LESSOR: Lesset: ~hall assure that ,1II royalty payments, shut-in royalty payments, delay rentals, 
11ml all other payments due under this lease, as well wi docum~"llts, reports, 111Jticcs, and other information, unlcs:1 cx.prcssly provided herein that such payment 
or information be directed to another office, are directed to the fo I lowing address: 

[fto the owner oftl1e soi l, to the address first listed above. 

lfto the GLO: 

Texas General Land Office 
P.O. !lox 12873 
Austin, Texas 78711-287:3 

,., 
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or 

Texa~ G,mernl Lan<l Office 
1700 N. Congress Avenue 
Austin, Texas 78701 

or such other address as may then he specified in the Rules. Any pnyrnents submitted elect-ronicnlly shnll he delivered by electronic fonds lmnsfcr to the proper 
account with the Comptroller. 

(e) NOTICES AND CORRESPONDENCE TO LESSD:: Notices nnd correspondence to L1,-sscc shall be sent to the address shown nhove or such other address 
as Lessee shall provide in writing to thll owner of the soil and the GU). Any such notice of change of address must spccificallyrefcrcnce this Lense. 

6. RECORDS: 

(a) RESERVES, CONTRACTS AND OTHf~R RECORDS: Upon written n:qucst by the GLO, Lessee shall annually fllmish the GLO with its best po~ible 
estimate of Oil and Gas reserves underlying this lease or allocable to this 1.:-dsc and 6hall furnish the GLO with copies of 11U contracts under which Gas iH sold or 
processed and all subsequent agreements and amendments to ~uch contracts within thirty (30) days after entering into or making such contracts, agreements or 
amendments. Such contr~cts and agrc,>Cmcms when received by the GLO shall be hdd in conlidcnce by the GLO unle6s otherwise authorized by Lessee. All 
other contracts and records pertaining to the production, transportation, sale and marketing of the Oil and Gas produced from these Leased f'remi8es, including 
the bookil and accounts, receipts and discharges of all wells, tanks, pools, meters, and pipelines ~hall at all times be subject to audit, inspection, and examination 
by the GLO, the Attorney General, the Oovernor, or the representative of any of them. ' 

(h) rimMtrS, DRILLING RECORDS AND REQUIR~:D FILINGS: Writte11 notice ofnll <1pemtions on this lease shnll be submitted to the GLO by Lessee or 
opcrntor five (5) ch1ys before spud dnte, workover, re-entry, temporary abandonment or plug and nbandonmcnt of 11ny well or wells. Such written notic~~ w: • 
GLO shall lncludc copies of Rnilroad Commission fom1s for npplicntfon to drill. Copies of well te1lt-9, completion reports and plugging reports shall bo su,plicd 
to the GLO at the time they are filed with the Teicns Railroad Commission. All applications, permits, reports or other filings that reference this lease Or.wi.v: • 
specific well on the Leased Premises nod tltat are submitted to the Texas Railroad Commission or any other governmental agency must have the word •~tnte" 
as the first wort! in the title, AdditimU11ly, in accordance with Railroad Commission rules, nny signage on the Leased Premises for the purpose of idcntifyin,: 
wells, tank butteries or other :issociotcd improvements to the land must lll so include the word "State." Division ordcrg must be submitted to the GLO within 
thirty (30) days of fir.it production. GLO shall not be required to sign any division orders. Lessee shall supply the GLO with any records, memoranda, accounts, 
reports, cuttings and cores, or other information relative to the operation ofihc abovc-i.lctiCribcd Leased Premises, which may be requested by the GLO, in a~ilion. 
to thos~ herein expressly provided for. Lessee shall have a basic electrical log as defined by the Railroad Commfasion made on the bow-hole section, fr~ ft•• 
bai;c of the surface casing to the total depth of well, of all well!; drilled 011 th~ above described Leased Premises or ~uch otht:r log or logs as a reasonable ru¥1 
prudent operator would run am! shall transmit a i:ornpktc suite of such lob'S on each well to the GLO within fifteen (15) days afier the making of said log\• • 

• • • 
(t) l'ENALTIES: Lessee shall incur a penalty whenever reports, document~ or other matcrh1l~ arc not Olcd in the OLO when dut:. The penally for late filing sha!t 

be set by the GLO a<lministmtive rule which is effective on the date when the materials were due to the GLO. : • • • • 
••• 

7. RETAINED ACREAGE: Notwithstanding any provision of this lease to the c,mtrmy, after a well producing or capable of producing Oil or Gns has been completed 
on the leased Premises, Lessee shall exercise the diligence of a reasonably pntdcnt operator in drilling such ndditionnl well or wells as may be reasonably necessary for the 
proper development of the Lensed Premises ~nd in marketing the production thereon. 

See Addendum Section 2 for replacement language 
(a) VERTICAL: In the event this lease is in force nnd effect in whole or in part,,,.., E2) ~e&u sAer !he e1t!liR1liAR Elale eflhe f!filllAf'.!' te~ it shall then terminate 

as to all of the Leased Premises, EXCEPT as to the following acreage amounts for wells drilled under this lease capable of producing in paying quantities (including a shut­
in Oil or Gas well M provided in llCCtion 11 herenl), nr a well that bus been spud and upon which Lessee is then t"!lgaged in continuous drilling or reworking operations: (I) 
the lesser of 40 ncres or the amount of acreage aMsigne<l to an Oil well for prorntion purposes under special field rules; (2) the lesser of 80 11eres or the-amount of acreage 
assigned to a Gas well for pror.ition purposes under special field rules; (3) for horizontal drainhole wells the amount of ncrenge retained shall be the greater of 40 acres or 
the amount of acreage determined by the followiug formu.la: 0.032 x L ~ A, where L - the length (in foet) of the horizontal lateral component of the well from the tirst 
takepoint to the last takepoint and A• the area retained (in acres) provided that, if A is not divisible by the number 20, A will be rounded up to the nelll number divisible by 
20, i.e. (0.032 x 4500 foet = 144 acres, which rounds up to 160 acres); (4) if more ocreage .is required thru1 is provided for in (I), (2) or (3) above in order to obtain the 
maximum allowable under special field rules for the permitted or producing interval or intervals, upon written approval from thti GLO, such number of ucrcs that arc 
required to obtain the maximum allowable a~ required by the special lkltl rules as approved by the Railroad Commission of Texas, or any successor agency, or other 
governmental authority having jurisdiction; or (5) the number of ucres held in a pooled unit pursuant to Natural Resources Code Sections 52.151 -52.154. Aficr termination 
pursuant to this subsection, each tract retained shnll be coosidcrc<l a scpnrnte lease and must be maintained independently. Lessee shall retain the right ofingress nnd egress 
on nod across U1c terminnted portion of the Lensed Premises as mny be reasonably necessary for the continued operation of the portions of the lease remaining iu force and 
effect. Further, Lessee shall retain an casement for its pipel ines, tnnk batteries or other surface equipment or installations on the iccminntcd acreage for so long as they 
continue to be used for the development and opcr1uions on the retained acreage, 

See Addendum Section 2 for Insertion text. 
(b) UORlZONTAL: Two (2) years nflcr the cxp1rnt1on ante ot tile pnmary tcnn tilts tease slll\11 turtl\cr tcnrunato as to those dcptlts stipulated M follows for ench 

troct retained in section 7 (a) above: for vertical wells, 100 f<:ct true vertical depth below the deepest then producing perforations; for hori2oatal wells, 300 feet tnie vertical 
depth below the <li!ept:st depth reached by the horiwntal Iaterlll between the first takepoint and the last takcpoint, and for acreage retained that is pooled or unitized, all 
depths above and below the pooled or unitized interval. ff a well has been spud and is being drilled over this te1mination date, the acreage retained by ~aid well un<ler section 
7 (a) ~hi1ll be held as to all depth., for so long :rn such operationq continue diligently in a workm:mlike manner without intem1ptions totaling moro than sixty (60) days in the 
ag&'Tegatc (or such longer period of interruptions as may be approved by the Commigsioncr or his authorized designee) until completion of a well capable of producing in 
paying quantities or as a dry hole. Upon completion of a well as described in the preceding sentence (wiih "completion" defined as the earliest of (I) fourtet-"!l days after the 
relL'aSC of a drilling rig capable of drilling to the target formation, (2) forty-eight hour.1 after the relca!lll of a linishing rig, or (3) upon liling of a completion report at the 
Tc~:~ Railroad Commission), or ifno such well capable of producing in paying quantities is completed within the stated period, the acreage retained shall then terminate as 
to those depths as pmvide<l in this ~t--clion. 

(c) IDENTIFICATION AND FrLING: TI1c surface acreage retained hereunder a~ to each well shnll, as nearly as pmclicul, be in the form ofa square for vertical 
wells or a rectangle for horizontal wells, with the wcll locatc<l in the center thereof, or such other shnpe as may be approved by the GLO. Within thirty (30) days aficr partial 
termination of this !CIISC as provided herein, Lessee mu$! execute and record n release or releases cont11ining a sntisfnctory legal description of the acreage and/or depths not 
retained hereunder. The recorded release, or a certified copy ofsnmc, shn11 be filed in the GLO, within thirty (30) days of recording ncoompnuied by the fLling fee prc.~cribed 
by the GLO ntlcs in effuct on the date the release is filed. If Lessee fails or refuses to execute and record such release or releases then the GLO, in its sole discretion, may 
dcsignnte, by written instniment, the acreage and/or depths thnt have tenninntcd hereunder, nnd record such instrument nt Lessee's cxpcns.-: in the county or counties where 
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the lease is located and in the official records of the GLO, and such designation shnll be binding upon Lessee fur aU purposes. Ifnt 11ny time after the effoctive date of the 
pnrtial termination provisions hereut; the upplicuble field rules are changed or the well or wells lucuted thereon are reclassified so that less urn:age is therea!kr allocated to 
said well or wells for production pUrpOses, this loasc shall thereupon terminate as to all acreage not thereafter allocated to said well or wella for production pul'poses, and 
Lessee shaU file a release or releases in the same manner as provided above. 

(ii) FIELD RULES AND EXCEPTIONS: If Lessee seeks to i1mend existing field rules to establish field rules applicable to the Lea~cd Premises, and if Les.qee 
requests a hearing for the amendment or establishment of field mies, or· if Lessee r(Xtuests the consolidation of c,dsting field rules or an citcmption from field rules or 
statewiclc mies, or if Lessee seeks to adopt ficlt1 rules different from those in use in the immediate area, Lessee shall notify owner of the soil and the GLO of such request 
prior to nny Railroad Commission hcJring and provide all exhibits to the owner of the soil and the GLO relative to such hearing. Any attempt by Lessee to establish, nmend, 
consolidate, or exempt such field mies without owner of the soil•~ and the GLO'~ prior C{inst.'tlt Rhall not be upplicnble to the Leased P1cmiscs unless nnd until ~uch conscut 
is given. 

ll. OFFSET WELLS: ff Oil and/or Gas slmuld be produced in commercial quantities from a well locared within the applicable statutory offset distance fu.)m the area 
included herein, or which well is draining the nrea covered by this lease, the Lessee shall, within one hundred (100) days after such initial production from Ilic draining well 
or the well located within the applicable statutory omet distance from the area covered by this lea~e, begin in good faith and prosecute diligently the drilling of an omet 
well on the area covered by this lease, and such offstt well shall be drilled to such depth as may be necessary tu prevent thi: unduu drainage of the urea covered by thi~ le~~. 
aud the Lessee shall use all means nece!l8ary in u good faith effort to make such offset well produce Oil and/or Ga~ in commerci.al quantities. Only upon the determination 
of the GLO with ita writttm approvul, may the payment of a compensatory royalty satisfy the obligation to drill an offset well or wells required under this section. 

9. DllY HOLE/CESSATION, DRILLING, AND REWORKING: 

(a) u: dathtg the pthmuy letI .1 ltctco t: witltin sistJ (60) ch.ys ofn lcnsc mutit .. 1S1UJ date, (i) Lessee should con1plctc n well as a dtj ltcilc, cI1 (ii} pcuductio11 ,lccmtd 
EilBAil1 th@11 t~il lwPAil iA mAi111AiRi1J !WilP lhil ~,111i •e,11A'°J tlAiw 11sill11:n1t ti1e 1i11y111eBt oh ilelu)' FeRIRl, lfa tlF/ h0le is ea1~1pleleil flP p1·ail,1o!im1 ar ElrilliAg !ltleF!IH!lAB oe11ije !l'lara, 

~;,:::~1~~;.::~1~~:~::,::::~,:::~::::~:, :~:~~~~ :~~:~:·:::~ ti!;~; t;~~,::::1~:;·~;;::~:~ ·:':.:~:~::.:.~:}~:.,:::~:: ::::~ :~;~~ ;tt;: • 
eltt,l prier !O the m,r1i,er!or, dnte. If, th1ri11)!; t.!le l11!t 3e11r oftlte r.,l'ir1,er, teM, the f'll"Odttefo,l'I of Oil l'!F GM sht'Ju!cl eefl!e, Le!1!1ee•~ l'!sJ't1.i .1hall remuii, i11 llt11l Nme 1111dwe~feeio 
nit1sout Fc11ther or,erntion:, untH the e,eplmti:orx of the pci.tm ,) tecrn, art~ if lc ,i:,c.c hn., uot cc.1muei! r,weluetiott tn tmJ iuQ quru\titic., ut ~he ex,,imtioft of the p1tlw11~t~; • 
Le.Bee ttt'.',J 1.m.iacain this tco.sc by ccmdi.elhtg additional chilting oc tcwmkhrg """'raticms pms1wut tu s ... ctimr 9Cb), usi:ug the c.<pi::taliou uf the ptftttaty tcnxt 21., the d.ttc i;f 
cessation ofr,ioductimr uudc1 scctio11 9(b). Should the fiist well en at ,) subscqoeut well ch iUcd rnt the ubc> ♦ e dcsctibcd lniicl ~1c ccm1.plctcd as a shut itt Oil CH O~u ♦v cU t.<thiu 
tlle rri111a" lem, h<11<1of, bo:1.1cl! mu,. re8ttme r,u) men! i,f the u11nm1I l'tl111t1I in !lie j1,me 111111me1 u.1 I''", itletl herein i,n or l,efore the ren1t1I r.,11yi11t !11110 lillh,.~•i11~ thi, C!l1'h'l1tie11 
c1f:1i111, E69) lltt)9 !ro111 !lie tl1.1e efee11.rle!io11 of:111eh !k111 ii, Oil er Cr.J 11ell 1,i,t! 11;,011 the !'t!ilt1re te "'"Ito ,ueh 1"'1ffle"t, this le11Je Hh111! 11t1lol'l'l"lie11ll) !orn,in11!&.--!f ut !he­
e,crirulit,n t'Jfih~ J'JFi.11ttl') tel'fll er tt11,• til'l'le iher<111Acr, u .ilrut in Oil fJr Co, .,c.11 i., leen!etl 011 il,e Le11:1ed Prt,mi.ies, l'il)lllt-n" mtl) l,o t1111llo i11 fte.eeri!ftl',ee ,,itf, !lie~ ••• : .. 
11ro, iJi.,n.1 hereof. • 

• 
(b) If, at the expiration of the primary term, neither Oil nor Gaa i~ being produ~cd from the Leased Premises, but Lessee is then engaged in drilling or m~f'k~ntr • 

operations then.,'On, thfa lease shall remain in force so long as operations on said well or for drilling or reworking of any additional wells are prosecuted in good faith~d the 
worknumlike munner without intcmiptions totaling more than sixty (50) days during any one such op~ration, and if such operntionM result in the production of Oil ud/o,. 
Gas, s,1 long therentler as Oil and/or Gns is produced in paying q1inntities from U1e Lensed Premises, or payment of shut-in Oil or Gns well my11lties or compensatory rOfal~• • 
is made as provided in this lease. 

(c) If, after the exr,irntion of the primary tcnn, production of Oil or Gas from the Leased Premises, atlcr orn..--c obtained, should cC/lse for any cause, this lease shall 
not terminate if Lessee restore~ production in pnying quantities within sixty (60) days atlcr such cessation or commences additional drilling or reworking operations within 
sixty (60) days atler such cessation, and this lcnsc shall rcmi,in in full force nnd effect for so long o.s such operations continue in go,x1 faith nnd in workmanlike maoner 
without intcm.iptions totaling more than sixty (60) days. If such drilling or reworking operations result in the production of Oil or Gas, the lease shall remain in full force 
and effect for so long as Oil or Gas is produced from the Leased Premises in paying quantities or payment of shut-in Oil or Gas well royalties or payment of compensatory 
royulties is made us provided herein or o.s provided by law. lfthe drilling or reworking operations result in the completion of a well as a dry bole, the lease will not terminate 
if the Lessee conunences additional drilling or reworking operations within ~ixty (60) days afkr the \lomplction of the well us 11 <lry hufo, and thi8 lcasc shall remain in effect 
so long as Le:rnee continues drilling or reworking operations in good faith and in a workmanlike manner without interruptions totaling more than 9ixty (60) days. Lessee 
shall give written notice to the GLO within thirty (30) days of any cessation of production. 

10. POOLING; ALLOCATION: (a) Lessee is hereby e)(pressly prohibited from pooling or unitizing the Leaiied Premises or any interests therein with any other 
h:aschold or mineral interest for the e/(ploralion, development and prodl•ction of OH or Gas or either of them without tlte express consent of the School Land Buanl and 
the Commissioner. A wcU, whether or tlot clnssificd as a11 allocatiuu wdl, that, traverses multiple leases or u11its inchi<liag the Leusc<l Premises hcrcumlcr, on.: or nwrc 
of which lca$eS or units contain~ Oil and Gas owned by the state, and which well i8 not associnted wiih an agreement npproved by the GLO and owner of the soil spt..-cifying 
the nllocntion of the production of swc-owned Oil and Gns, is hereby expressly not permitted and may not operate on or under this tense or a unit containing state-owned 
Oil and Gns without the prior written consent of the C<1mmissioner or his nuthori:i:cd dcsigncc, which consent may be granted or withheld in the Commissioner's sole 
discretion. 

(b) Lessee is hereby granted the right to pool or unitize the royalty interest of the owner of the soil under this lease with nny other leasehold or mineral i.ntere.~t for 
the exploration, development and production of Oil or Gas or either of them Ul)\lll the snmc tcm1s as shall be approved by the School land Board and the Commissioner 
for the pooling or unitizing of the interest of the State under thi~ lease pursuant to Texas Natural Resources Code §§52.151-52.154. The owner of the soil agretl8 thut the 
inclusion of this provision in this lcaw satisfies the execution requirements set out in Texas Natural ResourceH Code §52.152. 

l 1. SHUT-IN IlOYAL TIES: For purposes of lhi~ section, "well" rneuns uny well that has been assigned a well number by the governmental agency having jurisdiction 
over tlie production of Oil am:! Gas. If at any time after the expi1ation of the prim11ry term of a lca~e that, until bt:ing shut in, was being maint-.iin~-<l in force and effect, a well 
capable of producing Oil or Ga.s in paying quantities is located on the Leased Premises, but Oil or Gas is not being produced for lack of suitable production facilities (lack 
of suitable production facilities is not acceptable 11s a reason for making a shut-in payment if all or part of such production facilities are owned and /or operated by Lessee, 
and the cause i~ due to Lessee's improper maintenance or neglect) ur lack of II suitable market, thi.:n Lessee m.iy pay as a shut-in Oil or Gas royalty an amount equal to 
double the annual rental provided in the lease, but not less thun $1,200 a year for each well capable of producing Oil or Gas in paying quantities. If section 3 of this !case 
doe~ not specify n delay rental :1mount, then for the purposes of this section, the delay rental amount shall be one dollar ($1.00) per acre. To be effective, each initial shut­
in Oil or Gas roynlty payment, accompunicd by the GLO Shut-In Affidavit, must be paid on or before; (I) the expiration of the primary term, (2) Sixty (60) days after the 
Lessee ceases to produce Oil or (ias fmm the Leased Premises, or (3) Sixty (60) days after Les~ee completes a drilling or reworking operation in accordance with the lease 
provisions; whichever d,ue is the lntcst. Such payment shn!l be made one-half ( 1/2) to the Commissioner, and one-half (1/2) to owi1cr of the soil. If the shut-in Oil or Gas 
roynlty is paid, accompanied by the GLO Shut-In Affidavit, the lcusc shall he consick:rcd to he II producing lease nnd the payment shall oxtl!tl<l the tcm1 of the lease for a 
period of one (I) year from the: end of the prim11ry tem1, or from the fir..t ( l ") day of tl1c month following the n1onth in which production cea.qed, and, after that, if after a 
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diligent effort, that being th,nt: of a n:ason.1ble an<l prudent operator to obtnin or repair th~ production facilities or to obtain a market, no suitable production facilities or 
suitable market for the Oil or Gas exists, Lessee may, upon written approval of the GLO, extend the kase for four (4) more successive periods ofone (1) year by paying the 
same amoLmt each year on or before the expiration of each shut-in year. 

12. COMl'ENSATORY ROYALTIES: If, during the period the lease is kept in effect by payment oft.he shut-in Oil or Gas royalty, Oil or Gas is sold and delivered in 
paying quan1itie3 from a well located within the applicable ~tatutory ol1\;et distance from the Leased Premises and completed in the same prodLicing reservoir, or in any case 
in which drainage is occurring, the right to continue to maintain the lease by paying the shut-in Oil or Gas royalty shall cease, but the lease shall rem11in effective for the 
remainder of the year for which the royalty has been paid. Upon written approval ti-om the GLO, the lessee may maintain the lease fo r four (4) more successive years by 
Lessee paying compensatory royalty at the royalty rate provided i11 the lease of the m,1rket val\le of production from the well causing the drainage or which is completed in 
the snmc producing reservoir and within the applicable statutory offset distn11ce from the Leased Premises. The compc:nsatory royalty i~ to be paid monthly one-half(l/2) 
to the Commissioner, and one-half (1/2) to owner of the soil, beginning on or before the last day of the month following the month in which the Oil or Gas is produced from 
the well causing the dniinagc or that is completed in the same r,mducing reservoir ancl located within the applicable statutory offset distance from the Leased Premises; if 
the compensatory royalty paid in any twelve (12) month period is in an amount less thnn the annual shut-in Oil or Gas royalty, Lessee shall pny an amount equal to the 
difference within thirty (30) days from the end ofthe twelve (12) month period; and none of these provisions will relieve Lessee of the obligation ofrcasonllble development 
nor the obligation to drill offset wells as provided in N.R.C. Section 52.034; however, at the determination of the GLO, and with the GLO'8 written approval, !ml payment 
of compc11satory royalties shall satisfy the obligation to drill offset wells. Compcn:;atory royally payments which are not timely paid will accrue penalty and interest in 
accordance with section 5 of this lease. 

13. AUTIIOR.IZEU OAMAGES. Lessee shall pay th~ own~r of the soil for damages caused by its operatiou.q to all personal property, improvements, livestock and 
crops on the Leased Premises. 

14. USE O~' WATER; SURFACE: Lessee shnll have the right to use water p1o<lL1ccd on said land necessary for drilling operations hereunder :md solely upon the 
Leased Premises; provided, however, le~see shall not use potable wr.ter or wnter suitable for livcstocl< or irrigation purposes for water flood, hydraulic fracturing, or 
completion operations, whether such wnter is from stock tanks, surface reservoirs, existing water wells, or streams on the Lensed Premises, without the prior written c~nscnr. 
of owner of the soil. Lessee shnll hnve the right to use so much of the smface of the land thnt may he reasonably necessary for drilling and operating Oil o.nd Gos wcit! !ttt- • 
transporting and marketing the production there from, such use to be conducted under conditions of lc.\st ittjury to the surface of the lnnd. • • •••••• 

15. POLLlrI'ION: In developing the Lensed Premises, Lessee shntl usc the high~st degree of care nnd nil proper safeguards to prevent pollution. Without limitrng the 
foregoing, pol!ution of constal wetlands, natural waterways, rivers and impounded water shall be prevented by the use of containment facilities sufficient to prevent spillng~. 
neepagc or ground water contamination. 111 the event of pol!L1tion, Lessee shall use all meam at its disposal to n:captllre all e:;cuped hydrocarbons or other pollutants and 
shall be responsible for all damage lo public ru1d private properties. Failure to comply with the requirements of this provision may result in the maximum penalty allowed 
by law including forfeiture of the lea:ic. Lessee shall be liable for the dumages caused by such failure and any costs and expense!! incurred in cleru1ing areas affected'34' Ji.<:• 
discharged waste. • 

• 
16. lDENl'Jli'ICA UON MAlU<EHS: Less~e shall erect, 111 a distance not to exceed twenty-five (25) feet from each well on the premises covered by this lease, a qible. 

sign on which shall be stated thll name of the operator, the lease designation nn<l the well number. Where two or more wells on the same lease or where wells on Zwd' il'e • 
more lease~ are conn~'Cted 10 the same tank battery, whether by individual flow line connections direct to the tank or tanks or by us~ of a multiple header system, ei1'jq,lini.. 
between ench well and such tank or bender shall he legibly identified nt nil times, either by o firmly nttachcd lag or plate or nn idcntificution properly puinted on such2ine jt. • 
a distance not to exceed three feet (3 ') from such tank or header connection. Said signs, tags, plates or other identification mnrl:.en. shall he maintained in a legible condition 
thmughout the term of this lease. 

17. ASSIGNMli:NTS: (a) Subject to the right of the GLO to require a demonstration by the transferee of its financial responsibility, this lease may be transferred at any 
time; provided, however, that the liability of the transferor to properly di~charge its obligation 1mdcr the tease, including properly plugging abandoned wells, removing 
platfonns or pipelines or remediation of contamination at drill sites shnll only pa.ss to the transferee upon the prior written consent of tho GLO. Tho GI-O may require the 
transferee to demonstrate financial responsibility and may require a bond or other security. All trans fen. must reference the lease by the file number and must be recorded in 
the county where the area is located, and the recorded tran~fer or a copy ce1tifted to by the County Clerk of the county where the transfer is recorded must be filed in the 
GLO within ninety (90) day~ of the cxecL1tion date, as provided by N.R.C. Section 52.026, accompanied by the tiling fee prcacribcd by the GLO rule~ in effect 011 the date 
of receipt by the GLO of such transfer or certified copy thereof. Without limiting the liability of the original lessee or any prior transferee for that entity's debts owed to the 
GLO hereunder, every tra11sferee slrnll succeed to all rights and be subject to all obligations, liabilities, and penalties owed to the SMe by the original lessee or any prior 
transferee of the lease, induding any liabilities to the St.ite for unpaid royaltie8. 

(b) Notwithstanding any provision in subsection 17(a), if the owner of the 60il acquires this lease in whole or in part by llssignment without the prior written 
;ipproval of the Commissioner, this lea.Ge is void as of the time ofas.qigncucnt aud the agency power of the owner m:1y be forfeited by the Conunissioncr. An a~signmcnt 
will be treated as ifit were made to the owner of the soil if the nssigi1ce is: 

( I) o nominee of the owoer of the soil; 
(2) n coqioration or subsidiary in which the owner of the soil is tt principal stockholder or is an employee of such a corpo.ration or subsidiary; 
(3) a partnership in which the owner of the soil is a partner or is nn emplayee of such a partnership; 
(4) a principal stockholder or employee of the corporation which is the owner ofihe soil; 
(5) a partner or employee in a partnership which is the owner of the soil; 
(6) n fiduciary for the owner of the soil; including but not limited to a guardian, trustee, i:xccutor, administrutor, rccdver, or conservator for the owner of the 
soil; or 
(7) a family mcmbtr ofthi: owner of the 8oil or related to the owner of th~ wit by marriagc, blood, or adoption. 

18. RELEASES: Le8sci: may relinquish the rights granted hereunder to the State al any time by recording the relinqui~runcnt in the county wh~re this area is ~ituated 
and filing the recorded relinqui~hment or certified copy of same in the GLO within ulnety (90) days afler its execution accompanied by the filing fee prCfieribcd by the GLO 
rules in effect on the date of receipt by the OLO of such relinquishment or ce,tified copy thereof. Such relinqui.qhment will not have the effect of releaiii.11g Lessee from any 
ll,ibili.ty thi::rctofon: .iccn.1~,J in fovor of the St,1tc, 

19. WARRANTY CLAUSE. The owner oft he soil warrants and ag·rees to defend IL tie to the Leased Premises. If the owner of the soil defaults in payments owed on 
the leased Premise~, then Lessee may redeem the rights of the owner of the soil in the Lensed Premises by pnying any mortgage, tnxes or other liens on tho Leased 
Premises. lfl.cssoo mnkes payments on bchntfofthc owner of the soil under this section, Lessee may recover the c,1st of these pnymenis from the rental nnd royalties due 
the owner of the soil. 
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20. · (a) PROPORTlONATE REDUCTION CLAUSE: lfthi: owner of the soil owns less than the entire undivided surface estate in the ubovc described land, 
whether or not Lessee's interest is specified herein, then the royalties herein provided to be paid to the owner of the soil ~hall be paid to hirn in the proportion which his 
interest bears to the entire undivided surface estate and tlic royalties herein providcJ to be paid to the GLO shall be likewise proportionately reduced. However, before 
Le~see adjusts the royalty due to the GLO, Lessee or his authorized repre8entative must submit to the GLO a written statement which e~plains the discrepancy bctwe~o 
the interest purpol'tcdly leased under this lease and the actual interest owned by the owner of' the soil. If an undivided interest remains unleased on the land covered by 
thfa lease on the date of first production from the Leased Premises, ihe GLO shall ho paid (1 royalty of t.wenly-fivc percent (25¾) of the value of the Gro~$ l'roducti.on 
allocabk to snid unlcnscd undivided interest pllyablc 011 the sru.ne tenm nnd conditions as nrc provided in this tense for the payment of roynlty to the GLO, until such time 
as the Lessee has recouped its drilling and cotupletion costs (''payout") and upon p:iyout the [.cssco will give notice to the GLO ~nd beginning on the first day of the 
month after payout the GLO shall he paid the value of 100% of the Gross Production nllocablc to said unleascd undivided interest less the proportionate operating costs. 
Upon written request from the GLO, the Lessee will provide the GLO with a title opinion verifying the percentage ofunlcnsc<l undivided interest on the Leased Premises. 

See Addendum Section 6 for Insertion language 
(b) REDUCTION OF PAYMENTS: If, dming the primary term, a 1wtion of the land covered by this lcnse is included within the boundaries of a pooled 

unit that has been approved by the School L1nd Board and the owner of the soil in accordance with Natural Resources Code Sections 52.1.51-52.154, or if, at any time 
after the expiration of the primary tenn, this lease covers a lesser number of acres than the total amount described bcrein, payments that are made on a per acre basis 
hereunder shall be reduced according to ihe number of acres pooled, relea~ed, sum:ndm:d, or otherwise severed, so that payments determined on a per ncrc basis under 
the tenn., of this lease during the primary tenn shall be calculated based upon the number of 3Cres outside the boumlaries of a pooled unit, or, if after the expirution of the 
primary term, the number of acres actually retained and covered by this lease. 

21. UEN: 1n accordance with N.R..C. Section j2. IJ6, the State shall have a first lien upon all Oil and Oas produced from the artacovcrud by thi~ lease to secure payment 
of all unpaid royalty and other sums of money tl1at may become due umk:r tbi~ lca8c, Uy acceptance of thi.s lease, Lessct: grants the Stale, in addition to the lien provided 
hy N.R .C. s~ction 52.136 and any other a(lplicahl.e Nlatutory lien, an expres~ contractual lien on and ~ecurity interest in all leased minerals in and extracted from the Leased 
Premises, all proceeds which may accrue to Lessee from lhc sale of such leased mineral~, whether such proceeds arc held hy Lessee or hy n third party, and all fixtutcs on 
nnd improvements to the Lc<l:lcd Premises used in connection with the production or processing of such leased minerals in order to secure the payment of all royalties o ... 
other amounts due orto become due under this lease and to secure payment of any damages or loss thnt owner of the soil tlllly suffer by rcnson of lessee's breach :r a'°ny •• 
covenant or condition of thi~ Icnsc, whether express or implied. This lcnsc, when filcJ in the real property records where the Leased Premises :ire located, and for pu~osese 
of perfecting owner of the soil's lien on Md security interest in nil proceeds, shall constitute a financing stntcmcnt under the Texas Uniform Commercinl Code, Thl~-i.ret. • • 
and security interest m..1y be foreclosed with or without court proceedings in the manner provided in Tiilc I, Chapter 9 of the Tc)(as Busine.~s nnd Commerce Code. Less._ 
agrees that the GLO mny require Lessee to cxcci1tc ancl record such instTUmcn1$ as may be reasonably ncccssnry to ncknowlcdge, attnch or perfect this lien. lessee hereby 
represents that there are no prior or superior liens arising from and relating to Lessee's activities upon the above-described pr0p,!rlY or from l.cssec's acquisition of this lease. 
Should the GLO at any time determine that this representation is not true, then the ULO may declare this lea~e forfeited a~ provided herein. • • •••••• 

22. f'Ollt'ElTVllE: ff Lessee sha ll fail or reti1se to make the payment of any sum within thirty (30) days after it becomes due, or if Lessee or an authorized agent s!iould 
knowingly make any false return or false report concerning productiun or drilling, or if Lcssc:~ shall fuil or refuse to drill nny offset well or wells in good faith as reqllirea 
by law and the rules and regulations adopted by the GLO, or if Le~see should foil to file reports in the manner required by law or fail to tomply with rule~ and regulQt,qps • • 
promulgated by the GLO, the SLB or the R,1ilroad Corn.m.il;sion, or refuse the proper authority access to the records pertaining to operations, or if Lessee or an auth~iz.e!I • 
agent should knowingly fail or re.fuse lo give correct information to the proper authority, or knowingly fail or refuse to furnish the GLO n correct log of any well, or if!Jetsee • • 
shall knowingly viol1;1tc anyoflhe provisions of this lc:use, or if this lense is assigned and the assigllment is nnt filed in the GLO as required by law, or if Lessee shall Lil•oe-• 
rcfu~c 1\1 execute and file a release as required under this lease ancl hy GLO mies, the rights acquire,1 under the .-:otircty of this lease shall be subject to forfeiture by the GLO, 
and it shall forfeit same when wfficicntly informecl of the facts which authorize a forfeiture, nnd when forfoited the area shnll agnin be subj~ct to tense. However, nothing 
heroin shall he construed as waiving the auton1ntic tcnninntion of this lease hy opcrafon of law or hy reason of any special limitation nrisil\g hereunder. Forfeitures may be 
set aside and this lease and all right~ thereunder reinstated before the rights of another intervene upon satisfactory evidence to the GLO of future compliance with the 
provisions of the lnw and of this leas~ and tho rules and rcgul.itions thllt may be adopted relative hereto. Neither terminntion nor forfeiture of this lease shall have the effect 
ofrdeasing Lessee from nny liability theretofore nccmcd in favor of the State. 

23. APPLICAilLE LAWS AND DRILLING RESTRICTIONS: Thls k use sru1il be subject to all rules and regulatiollll, and amendments thereto, promulgated by the 
Railroad Commission and the GLO governing drilling und produdng operations on State land (specifically including any rules promulgated that relate to payment of 
royalties, and auditing procedures, and shall be subject to nil other valid statutes, rules, regulations, orders and ordinances that may affect operations under the provisions of 
this lease. Without limiting the generality of the foregoing, Lessee heniby agrees, by the acceptance of this lease, to be bound by and subject to all statutory and regulatory 
provisions relating to th~ GLO's audit billing notice and audit hearings procedures. Said statutes are currently found at N.R.C. Scctiou 52.135 and 52.137 through 52.14-0. 

24. REMOVAL OF EQUIPMENT: Subject to limitations in thi8 ~ection, 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, during or within bix: (6) months after the expiration or the termination of this lease. However, Le~see 
may not remove casing from any well capable of producing Oil and Gas in paying quantities. Additionally, Lessee may not drnw and remove casing until after thirty (30) 
days written notice to the GLO and to the owner of the soil. If Lessee fails to remove such muchinery and fixtures within the allotted time, then such machinery and 
thturcs shall, at the election of the OW!lcr of the soil, either hccomc the property of the owncrofthe soil or the OW)'lcr of the soil may have such machinery and fixtures 
removed at tho sole expense of l.cssce, Notwithsmnding the foregoing, if this lease is forfeited or terminated for any reason, Lessee shall not remove the casing or nny 
equipment fmm the Leased Premises until w~lls have been plugged to the satisfaction of the Railrotld Commission, nil pits have been properly tilled and all debris has 
been removed from the Lensed Premises, and owner of the soil hns provided written approval of nil restoration. 

25, FORCE MA.JEURE: If, in the last year of the prim;,ry term or thereafter, Lessee is prevented from complying with any expn:ss or implied covenant of this lease, 
from conducting drilling operation.~ thereon, or from producing Oil and/or Gas therefrom, after effort made in good faith, by reason of war, rebellion, riots, strikes, fires, acts 
of God or any order, rule or regulation of governmental uuthority, then while so prevented, Lessee's obligation to comply with such covenant shall be su.,pended upon proper 
and satisfactory proof presented to the ULO (tho ULO should be notified within fillccn ( 15) days of any force majeure event) und accepted by the GLO in ~upport of Lessee's 
contention and Lessee shall not be liable for damages for failure to comply therewith; and this lease shall be extended whlle and so long as Lessee is prevented, by any such 
cause, from drilling, reworking operntions or producing Oil and/or Gas from the Leased PremiJJes. Lessee agrees to immediately notify the GLO when the reason for force 
majcure has ceased. Notwithstanding anything contained herein to the contrary, a well being shut-in as a result of pipeline disn1ptions that are subject to section 11 of this 
lease does not consiitute an event of force majeurc, and Lessee's obligations under this lease are not, for that reason, excused pursuallt to this section 2.5. 

26. LIUS~: SECURITY: I..essce shnll tnke the highest dt:gree of care and all pm1ler safeguards to protect said Leased Premises and to prevent theft of Oil, Gas, and 
other hydrocarbons produced from said lease. This includes, but is not limited to, the installation of all necessary equipment, sealq, locks, or other appropriate protective 
devices on or ut all access points nl the lease's prodl!elinn, gathering, und storage systems where thefi of hydrocarbons can occur. Lessee shull be linhle for the loss of any 
hydrocarbons resulting from theft nnd shall pay the GLO royalties thereon as provided herein on sll Oil, Gns or other hydroc1ubons lost by reason of theft. 
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27. SUCCESSORS AND ASSIGNS: The covcrumts, conditions nnd agreements contained herein shall extend to und be binding upon tho heir.;, extcutors, nd.ntinistrators, 
successors or a~signs ofLcs~c: herein . 

. 28. VENUE: The owner of the scil an<l Lessee, including Lessee's successors and assigns, hereby agree that venue for any dispute involving the GLO and arising out of 
a provision of U1is lease, whether express or implied, regarding interpretation of this lease, or relating in any way to ihis lease or to applicable c11.Sc law, Hlatutt-'8, or 
administmtivii rules, shall be in a court of competent jurisdiction either in Tmvi~ County, Texas, or in th~ county where the Leased Premises are located, at the option of the 
GLO. 

29. l..ANI) PROTECTIONS: 

Lessee agrees to provide at least seven (7) days' priornoticc to owner of the soil before commencing nny surface operations on the Le:ised Premises, such notice to include 
locution of operations and work r..1 be performed. 

(a) Upon written request of owner of the soil, Lessee shall construct a fence around any c.!rill site. during drilling operations, md if production is obtained, Lessee 
shall construct a fence around all production facilities capable of turning cattle ancVur livestock. Lessee agrees to irutall gates at all fence crossings used by Lessee in 
connection wid1 operations hereundt:r. Should a cattle guurd or guards be pluce<l on the Lea.~ed Preniise~ by Lessee, then such cattle guru:d(s) shall be Jell in place und 
become the propc:rty of owner of the soil after the expiration of this lease. 

(b) Lessee shall not cut any exterior or boundary tence nor open uny locked exterior or boundary gates of the Leased Premises without owner of the soil'u prior 
written pennission, which ~hall not be unreasonably withheld. 

(c) No employt:e, repcesenMivc, contractor or any other person allowed hy Lessee to come upon the Leased Premises shull bepcnnittcd to hunt, .fish, trap, orc:nnp 
on the Lensed Premises, nor shall nny !!Uch pcrsorui be pcm1ittcd to bring alcoholic beverages or illegal drug$ on to the I.eased Premises at any time. 

• • •••••• (d) All pits used by or on behalfofLcssec during drilling opcrntions on the L~ased Premises shall be lined witl1 an impcivious nmtcrial so that no fluids may 111!;cnpe 
such pits. Lessee and its nssigns shall not let nny salt water or :my other deleterious s11bstance rnn on or over the Leased Premises, or let such substances run into O\\.,.er of• 
the soil's stock tanks or My creek, strenm, river or other body ofwutcr, and absent owner of the soil's prior written consent to the coutmr:y, Lessee shall not lL'le an~;irs • • 
on the Lcnst'.d Premi~cR for salt water di:~posnl purposes. J.f owner of the soil elects to consent to the use of welts located on the Leased Premises for salt wntcr dispos:¥ 
purposes, the pnrtics shall enter into a scparntc llgrecmcnt covering such disposol. 

(e) Upon completion or abandonment of any well or wells, Lessee shall fill aild level all slush pit~ and cellars and completely clean up the drilling site of 11ll rta.bbish. 
thereon and rl!~tore the surface to as near its original condition and contoul'!l as is prncticablc. Lessee shall, whilo conducting operatio~s on the Leased Premises, keet~llitl•• 
premises free of all rnbblsh, cans, bottles, pnpe.r cups or garba1,~. Lessee shall maintc. in trash containers ti all work sites during construction on tl1e Lea,1ed premises, such 
trash containers to be located at e11tra11ces and exits on ead1 side of the road and near J)laccs of.high activity . Tanks and equipment will be kept painted and presentable. • 

(I) When requested by the owner of the soil, Lessee shall bury its pipelines below plow depth. 
••• • • • • •• 
• •• • • • (g) No drill sire locations, stornge tllnks, or treatment facilities shnll bo established within thrcu hundred feet (300') of~ny residence nr hnm now sinmtcd i,n the• 

Lca.~cd Premises without owner of the soil's priur written conscnl Lessee shall conduct all drilling and production opemtions entirely within each drill site. The owner of 
tl10 soil shall hnve the right to participate in the selection of the location of roadways to nnd from any drill site on the Len.~ed Promises and that prior to beginning llperations 
hereunder, Lessee shall contact the owner of the soil for consent as to the locatfon of such roadways, which const'l\t will not be un,reasonably withheld . 

• lO. m:FINITIONS: 

a. "BTU" means British thermal ut1it, which is the qum1tity ofhent required to raise the temperature of one-pound avoirdupois of pure water from 58.S 
<le1,,rees Fuhrenheit ('"' F") to 59 .5" F. An MMBtu is one million (1,000,000) British thermal units: 

b. "JJry Gas" means a Gas that contains less dian or equal to seven (7) lb~ of water per miUion standard cubic feet. The volume of Gas, on a Dry Gas 
basis, shall be detennined by mathematically removing the water vupor from Gas thut is purtially or fully saturated with water vapor at measurement 
conditiouu of flowing pres8urc an<l temperattire. The total energy coutent of Gas shall be the product of multiplying the volume of Gaa, on a Dry Gas 
batii~, timt:s the heating value perunit volume, in Btu/SCP, on a Dry Gas basis, at the same base temperature nnd base pres~ure. 

c. "Gas" means methane am! other Gaseous hydrocarbons, including Gasc,)us combustible, noncomhustible, and inert elements, compounds, components 
or mixtures thereof, and liqucfiahtc hydrocarbons in the vapor strenm. Ga$ volumes shall he calculated and reported, at the option of the GLO, in 
stm1dard cubic feet (SCF), one thousand (1,000) standard cubic fot:t of Gas (MSCF), or one million ( I ,000,000) stundard cubic feet of Gns (MMSCF). 

d. "Gross IJcatlng Value or BTU Content" means the energy per unit volume represented by the number ofllTUs produced by the complete combustion 
of one standard cubic foot of Ga$ (excluding hydrogen sulfide) nt a tempernt11re base of sixty degrees (60° .F) Fahrenheit and pressure base of 14.65 
pounds per sqtmre inch absolute. 

e. "Gruss Production" means all Gas and fluids brought from undergro1u1d up to and tluougb the well head, and includes: (i) all hydrocarbons produced 
in liquid form rut Oil or condensate 111 the well head unJ also ull condensate, distillate, and any other liquid hydrocarboru1 recovered from Oil, condeusate, 
or Gas run through a separator or other equipment; (ii) all hydrocarbons and Gaseous substances not in liquid form produced from any well; and (iii) 
natural Gasoline or liquid hydrocarbons, carbon dioxide, carbon black, sulfur or any other product~ produced or manufactured from any Gas or liquicl 
The Gross Production volume~ of Oil, condensate, 11nd Gas includes all sales, custody transfer dispositions, and/or stored volumes and all non-sales 
disposition volumes, including but not limited to, lease use, fuel, vent, flare, spills, uncontrolled relcaiies, theft, nnd any other loss. The Gross Production 
ofGascou~ hydrocarbons shaJI be adjusted and reported iu MMl:lTUs. 

f. "Market Value" means the greatest of (i) the highest posted price, plus pr~minm, if any, offered or paid for Oil, Gas, condensate, distillate, other 
ltydrocarbons, or any Other Product~ prodt1ced or manufactured frnm the Oil or Gas, of similar characteristics and type in the general area, (ii) the 
prevailing market price thereof in the general urea, (iii) the proceeds of the sntc thereof, <">r (iv) the highest value ren~ollllbly availabl~ to Lessee. The 
proceeds of sale shull inclmlc the total value accruing to the Lessee from the sale or use of the production, including proceeds and any other thing of 
value rece ived by Lessee or the 01'lerator. 
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g. "Marketable" means that sufficient infrastructure is in-place or installed to allow for the sale or delivery of merchantable Oil amVor Gas into the 
custody of au authorized carrier, receiving agency, or party. 

h. "Merchantable" means (i) with respect lo Gas, a Gas that is commercially frell of dust, sand, dirt, gum-rorming con~tituents, natural Gasoline, liquid 
hydrocarbons, water, inerts, and any other substances that may become separated from the Gas during handling thereof and may be injurious to utility 
facilities, industrial, commercial, and/or residential users that would cause the Oa.q to ht: unmarkt:tahle or requirn additional treating nnd/,)r processing 
to he ready for use and consmnrtion (sale and use), and (ii) with respect to Oil, a crude Oil, con<lcns<'\le, and other liquid hydrocarbons recovered in 
liquid form from any hydrocarbon production (oil or Gns) produced on or from the Lcl\scd Premises that is suitable for normal refinery processing, 
sumcicntly free of foreign contaminants or chemicals, and meets the appropriate pipeline or truck haul specifications for sediment and water. 

i. "Natural GH Liquids (NGLs)" means those hydrocnrbons liquefied, removed, recovered, or condensed from natural Gas at the surface in field 
production facilities as Oil or condensate or in natural Gas processing plants as Oil or stahili7.cd condensate and a.~ raw mix liquids prior to separation 
down to their bnsc components. Natural Gns liquids that are not recovered or removed as condensate in plant systems located on or off the Lensed 
Premises or in a Processing Plant consist of either: (i) Raw Mix, or (ii) component plant products consisting of merchantable and marketable commercial 
grades and/or blends of each of the individual component-s, aficr fractionation, of ethane, propane, iso-butane, nonnal butane, nnd natural Gasoline that 
lnclude pent-anes ph1s (iso-pentane, t1onnal pentane and hydrocarbon components of higher molecular weight). 

j. "Non-Processed Ga," means all hydrocarbons and Gaseous substances not defined us Oil, that arc not proccs~ed in plant systems located on or off the 
Leased Premises or in a Processing Plant to remove or e11tract Natural Gas Liquids to produce a l'ipeline•Quality Natural Gas or Residue Gas (although 
the term includes 61.1Ch substances that have been removed from the Gas that include, but are not lim.ited to, carboll dioidde, sulphur, water, or any other 
constituent or component necessary to produce a Pipeline-Quality Natural Gas). 

k. "OU" means oil hydrocarbons produced in a liquid form at the m-011th of the well and also all condensate, distillotc and other liquid hydrocpns. 
recovered in liquid form from any hydr0<.:nrb<m production (oil or Gas) produced on or from the Lensed Premises when run through a separator oi:(ft!!,!t•• 
equipment that is stored at pressures less than or equal to 15 pounds per square inch gauge, and that is not extracted in the form of Raw Mix in,,plnnt. 
systems located on or off the Leased Premises or iu n Processing Plllnt prior to fractionation. All Oil volumes shall he corrected from the measur•t~llft• • 
condition to report the produced volume of Oil in Stock Tonk Barrels at Stack Tank Conditions per the applicable APJ MPMS standnrds. • 

• 
I. "Pipeline-Quality Nahmil Gu" means a natural Gas thnt is merchantable and marketable that meets an interstate or intra.,tate transmission company's 

minimum specifications with respect to (i) delivery pressure,(ii ) delivery temperatme, (iii) BTU content, (iv) mercaptan sulfur, (v) total sulfur, (vi} 
moisture and/or water content, (vii) carbon dioxide, (viii) oxygen, (ix) total inert~ (the total combined carbon dio:<lde, helium, nitrogen, oxyge,-•=• 
any other inert compound percentage by volume), (x) hydrocarbon dew point limits, (xi) mcrchMtability, (11ii) content of any liquids at or irnmecffately 
downstrcum of the d~livery point into a pipeline, and (xiii) interchangeability with the typical composition of the Oas in the pipeline with l'Cl!pcct to thg 
following indices: Wobbe Number, Lifting ltlde11, Flashback Index, and Yellow Tip lndell per AGA Bulletin No. 36. : • • • • 

• •• 
m. "Procenetl Ga~" means natural Ga., processed in a Processing Plant(s) located on or off the Leased Premises where Oas is processed to rem- or•• 

extract liquctiablc hydrocarbons or Raw Mix from the natural Oas stream lo produce a l'ipelinc-Qunlity Narural <.,as or Residue Oas, NGLs, an~tt\'o,e 
products, and as used herein includes the Residue Gas, the R,1w Mix (and n:sulting NG Ls), and other products. 

n. "Processing Phrnt" means plant systems, located on or uffthc Leased Premises, that include a Gas processing plant, natural Gasoline plant, Gasoline 
plant, or other plant w!lcre raw unprocessed natural Oas is processed 10 remove or 011tract Raw Mix from the natural Gas stream to produce a Pipc1ine­
Q1rnlity Natural Gas or Residue Oas and oilier products, and the Rnw Mix is then either (i) scpntated by fractionation down to its base com('IOnents prior 
to storage and/or tunsport tlrnt meet~ or confom1s to 1111 applicable Oas Pmcessors A8socintion (GPA) Stnndards andlor Specification.~ for the commercial 
s11l<1 of each liqucfiablc hydrocarlxm product, or (ii} transp,mcd to another pfant for separation down to its base components by fractionation prior to 
storage and/or transport for the commercial sale of each liqucfiable hydrocarbon product. Any deductions, costs, or processing fees associated with the 
removal or recovery of Natural Ga., Liquids is strictly limited 10 only that part of a11y Processing Plant or facility where Raw Mix is recovered, nnd if 
applicable at that plant, also frautionated to thdr component part~. 

o. "Pruduttd In Pa)·lng Quantities" means that the receipt., from tbe sale or other authorized commercial use of the substances(s) covered exceed out of 
pouket operational expenses for the six months last past. 

p. "Raw Mix" means II mi:dure of Natural Gas Liquids (NGLs) thal has a true va[)or pressure greater than fifteen (15) pounds per square inch gauge at 
100 degrees fah.rcnhcit (°F) prior to separation down to its base curnponcnts by fractionation, typically consisting of a mi~turo of liquefiablc 
hydrncnrhons, including but not limited to, the nnrural Gas liquids cihane, propane, isn-butonc, nomml butane, and natural Gasoline that include pentancs 
plus (iso-pcntanc, nonnal pcntnnc and hydrocarbon components of higher molcculnr weight). 

q. "Jle>1dy for Sale and Use" means the following: 

1. For Oil: Oil that is merchlln tab lc and marketable and otherwise in a condition such !hat the Oil is suitable for transfer of 
ownership and will be accepted by a pl1rchaser under a sales contract typical for the field or area. 

ii. For Non-Processtd Ga~: A Pipeline-Quality Natural Gas that is merchantable and marketable and otherwise in a condition 
suitable for transfer of ownernhip ~uch that the natural Gns or other Gas product will be interchangeable with and accepted by a 
purchaser under an interslate un<l/or intnrntate Gas gale~ contract typical for the field or nrca for use by un industrial, commercial, 
and/or residential user. 

iii . For Residue Ga~: A Pipeline-Quali ty Natuml Clas at tile l11itg11te of the ouly or last stnge of Oas processing to ~move Nutural 
Gas Liquids that is merchantable nnd marketable and othciwisc in a condition suitable for transfer of ownership such that the 
ann,ral Ga~ or other Gas product will he interchangeable with and accepted by a purchaser under an interstate and/or intrastate 
Gns sales cont111ct typical for the field or area for use by an industrial, commercial, nncVor residential user. 

iv. For Nnturnl Gu 1.iquld~: (A) tnerchantahle 1111d marketahle Raw Mix at the point wld as such ton third party at arms' length, 
or (B) mcrchnntnb!c and marketable Naturnl Gas liquids at tho tailgate or a Processing Pinnt after 6:nctionntion thnt arc suitable 
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for transfer of ownership that will be interchangeable with nncl accepted by a purchnaer for sale or nNe by an in<lustriul antVor 
commercial user. 

,.. For Other Products: l'roducts that are in a condition that will be accepted by a purchaser under a sales contract typical 
for the field or area for use by an industrial or commercial user. 

r. "Residue Gas" menns (i ) the mnterial that remni ns nfier a sepm~lion, treatment, or Gus conditioning process, fond (ii) that Gas remaining after the 
recovery of Natural Gas Liquids to produce a Pipeline-Quality Natural Gus. If the Gas is processed to remove liqucfiable hydrocarbons in a series of 
Processing Plants, then the Residue Gas is that Gns remaining after the recovery of Natural Gas Liquids to produce a Pipeline-Quality Natuml Gas at 
the last .Proces~ing Plant in the series. 

s. "Stock Ta11k flarrcl" mcnns the volume ofliquid hydrocarbons thnt is equivalent to the volume of forty-two (42) U.S. gallons at atmospheric pressure 
and 60 °1:. 

t. "Stock Tank Cond.itlon~" means a stock tank meeting all applicahle AP! specification~ and requirements al atmospheric pressure and 60° F. 

31. DlSCLOSURE CLAUSE. All provisions pcrtuining to the lease of the Leased Premises have been included in this instrument, including the statement of the true 
consideration to be paid for the execution ofthls lease and the rights and duties of the parties. Any collateral agreements concerning the development of Oil and Ga~ from 
the Leased Premises which nre not contain<..'(! in this lease are invalid. 

32, FIDUCIARY DUTY. The owner of the soil owes the State a fi<ludn ry duty and must fully discl.:ise 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 ow11crofthc soi! ii oblig{lted to put the State's interests before hi~ personal interests. 

• • •••••• 
3J. INDEMNITY, Lessee hereby releases and discharges the State of Texas nnd the owner of the soil, their officers, employees, partners, agents, contrilttors, 

subcontractors, guests, invitees, and their respective successors and assigns, of and from all and any actions and causes of action of every n11turc, or other ham1, inc':igil'i: • 
cnviron~ntal harm, for which recovery of damages is sought, including, but not limited to, nil losses and expenses which are c~used by the activities of Lessee, its 
officers, employees, and ngents arising out of, incidental to, or resulting from, the opcrutions of or for Les~ce on the Lensed Premises hereunder, or that may arise out c,f 
or be occasioned by Lessee's breach of nny of the terms or provisions of this lease, or by any other negligent or strictly liable act or omission of Lessee. Further, Lessee 
hereby agrees to be liable for, exonernte, indemnify, defend and hold hannlc~s the State ofTcxag and the owner of tbe soil, d1eir officers, employees and agents, their 
successors or assigns, ag,1inst any and all claims, liab ilities, losses, damages, actions, personal injury (including death), costs and expenses, or other ham1 for which• 
recovery of damages is sought, under any U1eory including tort, contract, or strict liability, including attorneys' fees and other legal expenses, including those rc!Jc~t~ •• 
environmental hazards, on the Leased Premises or in any way related to Lessee's fa ilure to comply with any and all environmental laws; those arising from or in any WU¥ 
related to Lessee's operations or any other of Lessee's activities on the Leased Premise$; those arising from Lessee's use of the surface of the Leased Premises; and.tkose . 
that may arise out of or be occasioned by Lt:ssee's breach of uny of the terms or provisions of this lease or any other net or omission of Lcs~ce, its direciors, o1'c<ll-i.. • 
employees, partners, 11gcnts, contractors, subcontractors, guests, invitees, and their respective successors and assigns. Each assignee of this lease, or nn interest t~i.ein,. 
agrees lo be Hable for, exou.emtc, indemnify, defend nml llllld hum1lc~s lhc $1.ite of Tcxn1' un<I the own~r of thc soil, their officcf!'I, employees, and 11gc11ts in t!JC!'iall'-• • 
manner provided nbove in connection with the activities of Lessee, its ot'ficcrs, empl,)yecs, and agents ns described ahovc. EXCEPT AS OTHERWISE EXPRESSLY 
LIMITED HEREIN, ALL OF nm INDEMNITY OUUGATIONS AND\OR LIAUILl'fU:S ASSUMED UNDER TUE TERMS OF TUIS AGREEMENT 
SHALL DE WITHOUT .LIMITS AND WITHOtrr UX";ARD TO THE CAUSE OR CAUSES TUE:REOF (EXCLUDING PRE-EXISTING CONDITIONS), 
STRICT LIABILITY, OR Tm~ NEGLIGENCJ<: OF ANY PARTY OR PARTIES (INCLUDING THE NEGLIGENCE OF THE INDEMNIFIED PARTY), 
WHETHER SUCH NEGLIGENCE UE SOLE, JOINT, CONCURRENT, ACTIVE, OR PASSIVE. 

34. ENVIRONl'rIENTAL IL\ZARDS. Lessee shall use the highest degree of care and nll rca,onablc safeguards to prcvcm contamination or pollution of any 
environmental medium, including Moil, wrface waters, groundwater, sediments, and smfacc or subsurface slrata, ambient air or any other eovironmental medium in, on, 
or under, the Leased Premises, by my wMto, pollutant, or contaminaat. Lessee ~hall not bring or permit to remain on the Leased Premises any asbestos containing 
materials, e/(plusives, to,i;ic materia ls, or sub~tances regulated as hazardous wastes, ha7.ardous materials, hawrdcus substances (as the term "Hazardou8 Substance" i8 
defined in the Comprehensive Environmental Response, Compensation and Liability Act (CERCLA), 42 U.S.C. Sections 9601, et seq.), or toxic substances under nny 
federal, state, or local law or regulation ("Hazardous Materials"), except ordinary products commonly usc<l in connection with Oil and Gas Cl(ploration and development 
operations and stored in the usual Dlllll.llcr and quantities. LESSEE'S VIOLA l'ION OF'THt: fiOR~~GOING PROHIBIJION SHALL CONSTITUTE A MA'l'ER1AL 
BREACH AND DEFAULT HEltEUNDlm. AND LESSE•: SHALL [NDKMNffV, HOLO HARMLESS AND DE.FEND 'J'IIE STATE OF TEXAS AND THE 
OWNER OF THE SOIL •·ROM AND AGAINST ANY CLAIMS, I>AMAGl!:S, JUllGMt.:NTS, PENAI.TIES, LIAIIILl'l1F.S, AND COSTS (lNCLUDlNG 
REASONABLE ATTORJ'l'EYS' FEES AND COURT COSTS) CAUSED RY OR ARISING OUT OF (1) A VIOLATION OF THE FOREGOING 
PROHIRITION OR (l) THE PRESENCE, RELEASE, OR OISPOSAL OF ANY HAZARDOUS MATERIALS ON, UNDER, OR ABOUT nm UUSED 
PRE!\'IISES DURING LESSF.li:'S OCCUPANCY OR CONTROL OF nm LEASED PREMISES. LESSEE SHAU, Cl.EAN Ul', REMOVE, REMEDY AND 
REPAIR ANY SOIL OR GROUND WATER CONTAMINATION AND DAMAC.: CAUSED BY TIU: PRESENCE OR RELEAS}'. OF ANY HAZARDOUS 
MATERIALS IN, ON, lJNORR, OR AflOUT THE U:AS!i:D PRICMlSES DURING LES..<;F;E'S OCCUPANCY OF THE LEASED PREMISES IN 
CONFORMANCI<~ WITH nu: Rl<:QUIREMl<cNTS O(,' APPLICABLE LAW. Tills INDEMNIFICATION AND ASSUMPTION SHALL APPLY, DUT IS 
NOT LIMITED TO, LIABILITY F'OR RESPONSE ACTIONS UNDERTAKEN PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR 
REGULATION, LESSEE SilALL IMMEDIATELY GIVE THE STATE OF TEXAS AND THE OWNER OF THE SOIL WRITTEN NOTICE Of<' ANY 
llREACll OR SUSPECTED BREACH OF TIIIS p ARA GRAPH, UPON LEARr>./ING OF nm; PRESENCE OF ANY IIAZARDO us MATERIALS, OR UPON 
RECEIVING A NOTICE FROM ANY GOVERNMENTAL M.ar.NCY PERTAINING TO HAZARDOUS l\L\TEIUALS WHJCH MAY Ali'FECT THE 
LEASED PREMISES. THE OBLIGATIONS Of' USSEE 11.ElIBUNllElt SHALL SURVIVE THE EXPIRATION OR EARLIER TERMINATION, FOR ANY 
REASON, OF THIS LEASI!:. 

35. EXECUTION: This lease must be signed and acknowledged by the Lc~scc before it i~ filed ofrcconl in the county records uml in the GLO. 

36. I.EASE Fl LING: Pur.mant to Chr.ptcr 9 of th~ Tex. Uus. & Com. Code, this lcnse must be filed of record in the office of the County Clerk in any co~1nty in which 
all or any p11rt of the Leased Premis<."S is located, nnd certified copies thereof must be filed in the GLO. TI1is lease is not effective until a certified copy of this lease (that is 
mnde and certified by the County Clerk fron\ his records) is filed i11 the OLO in accordance with Texas Nntural Resources Code Sec. 52.183. Additionally, this lease shnll 
ll(1t be binding up<in the State unless it ~cites the nclunl and tme considernti011 pnid or promised for execution of this lease. The bonus due the GLO and the prescribe{\ 
filing foe shall nccompnny the certified copies ~ent to the GLO. 

fod1ibit A- Addendum is attache(l hereto and 
11 incorporated by reference . 
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LESSEE: 

Al' ACHE COR1'0RATlON 

STATE OF TEXAS 

COUNTY OF HARRIS 

(CORPORAT[ON ACKNOWLEDGEMENT) 

BEFORE ME, the tu1dersigned authority, on thls day personally appea1ed Justin R. Matthews lu1own to me to be the person whose name 18 
suLscrlbed to the foregoing i.nstrwnents as Attorney-In-Fact of Apache Corporation and acknowledged to me that lie executed the same for the purposes and 
consideration therein expres~d, In the capacity stated, and as the act and deed of ,aid corporation. 

Glvenundermyhandandsealofoflkethlsthe /8-fh dayof a~ ,2022. 

,;_./ 
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LESSOR: \ Q 

IIARRIS S K{~,d~, '"'"'' 
Texas 

STATE OP TEXAS 

COUNTY OF (Yl f 9lc: ,.., 

BEFORE ME, the undersigned authority, on this <·fay personnlly nppenrcd HARRIS E. KERR, !ndivldually, nnd nR Agent for the State of 
Tci,u, known to me to be the person whos,~ name Is ~ubscrlbcd In the foregoing instrument, and ~cknowl.xigcd to nic that he executed the same for 
the purpo~cs ,ind consldcrntlon thercln cxprc~scd. 

Given under my hand and seal of office this a 9 day of =s:: ~ .2022. 

13 
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EXHIBIT A - Addendum 
To Oil and Gas Lease dated July 18, 2022, by and between The State of Texas, 

acting hy and through its Agent, Harris E. Kerr, 
and Apache Corporation 

· The tenns and provisions set forth in this Addendum are incorporated into and made a part of the Oil and 
Gas Lease referenced above. To the extent any tenn or provision contained in this Addendum is in conflict with 
or contradicts any tem1 or provision contained in the main body of the lease, the terms and provisions of this 
Addendum shall control. The terms and provisions contained in this Addendum are intended to, and do hereby, 
amend and modify the terms and provisions contained in the main body of the lease. Unless otherwise expressly 
stated, all section references in this addendum are to the sections in the main body of the lease. 

1. PAID UP OIL AND GAS LEAS.E: This is a three-year, fully paid-up lease; and the delay rental 
payments for years two and tluee of this lease have been prepaid with the bonus consideration. No annual rentals 
are due. Consistent therewith, Section 3 and Section 9(a) are deleted and reserved. 

2. COORDL"fATION OF PUGH CLAUSES WITH CONTINUOUS DEVELOPMENT 
CLAUSE: In the first sentence of Section 7(a) the following phrase is stricken: "two (2) years after the expiration 
date of the primary term". This stricken phrase is replaced with the following phrase: "at the end of the primary 
term or the period of Continuous Development described in Addendum Section 3, whichever is later, ". 

ln the first sentence of Section 7(b) the following phrase is added immediately after "expiration date of 
the primary tenn11 and immediately before "this lease shall further terminate": : ••• : • • 

• • 
"or the period of Continuous Development described in Addendum Section 3, whichever is later,". :••••• 

• 

3. CONTINUOUS DEVELOPMENT: Notwithstanding subsections 7(a) and 7(b), if this lease is 
held at the end of the primary term pursuant to its terms, it shall continue to be held in its entirety (subject t~.thd. 
further conditions of this Addendum section 3) for so long as Lessee continuously develops the leased premis€:.s. 
by drilling an<l completing no fewer than two wells per year on the leased premises (or lands pooled there\f'th)'. 
during every year after the end of the primary term. For the first year after the end of the primary term, any~et( 
commenced prior to the end of the primary tcnn docs not count as a well for purposes of this section. Only "1ctl<. • 
spud and completed during au anniversary year period will count toward the minimum drilling requirements for 
that year. If Lessee foils to drill and complete at least two wells during any anniversa1y year after the end of the 
primary tenn, then this lease shall automatically terminate at the end of that year as to the acreage amounts and 
depths as provided in section 7(a) and 7(b), and Lessee shall execute a release as provided in section 7(c). 
Notwithstanding anything contained herein to the contrary, during the period of continuous development the lease 
must be maintained by production in paying quantities or as otherwise may be provided in the lease or it shall 
automatically terminate. 

4. This section is deleted and reserved. 

n ......... ,. •'" 

5. Royalty Percentage. 

(A) The royalty percentage for Oil under Section 4(a) shall be twenty five percent (25%). Oil 
includes all liquid hydrocarbons, including condensate and field drip, that are extracted by 
separation equipment located at the central tank battery servicing the Lease or a pooled 
unit in which the Lease is included. 

(B) 

(C) 

(D) 

The royalty percentage for carbon black, carbon dioxide, sulphur or any other products 
(including water) produced (excepting Oil, Gas, or NGLs) under Section 4(e) shall be 
twenty five percent (25%). 

The royalty percentage for Non-Processed Gas under Section 4(b) and Processed Gas under 
Section 4(c) for any given month X will be determined in the manner described in this 
Addendum Section 5(C). First, the Average Waha Index Price (AWIP) for month X-1 (the 
month prior to month X) shall be calculated, according to Addendum Section 5(E) below. 
The AWIP for month X-1 shall then be placed into the appropriate row of the schedule in 
Section 5(0) below, which will determine the royalty percentage rate to be used for Non­
Processed Gas under Section 4(b) and Processed Gas under Section 4(c) for the month of 
X. 

Sliding Royalty Schedule 

A \VIP ($ / MMBtu 
Below $2.85 



6. 
20(a): 
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$2.85 - $3.50 22.5% 

$3.501 - $4.50 25% 

Above $4.50 30% 

(E) Calculation of Average Waha Index Price (AWIP) For Any Month. For any given month, 
the AWIP shall be the simple monthly average (i.e. the sum of the price for each day during 
the month divided by the total days in the month) of the price published in each day's issue 
of Platts' Gas Daily (as published by S&P Global) for such month under the heading "Final 
Daily Price Survey" for "Southwest" for "Waha" under the column "Midpoint" (each day's 
price being the "GD Waha Index"). If the GD Waha Index is not assigned a value on any 
day ("Non-Posting Day"), the price assigned to the Non-Posting Day shall be the average 
of (i) the last GD Waha Index posted prior to the Non-Posting Day and (ii) the next 
available GD Waha I.ndex posted after the Non-Posting Day. If the GD Waha Index ceases 
to be published, all references to "GD Waha Index" shall be replaced with the Ga~ Daily 
location, in the aforementioned Gas Daily publication, under the "Southwest" heading that 
is in closest geographic proximity to Waha with a Midpoint closest to that of the GD \Vaha 
lndex during the six month period prior to cessation of the GD Waba Index. 

Pre Payout Royalty on Unlcased Interests. The following sentence is added to the end of Sec.tion. 
•••••• • 
• • •••••• • 

"The pre-payout royalty percentage described in this Section 20(a) shall be determined in the same mannoc 
described in Addendum Section 5." 

[REMAINDER OF PAGE JNIENTJONALLY LEFT BLANK] 

ADDENDUM 
n.,._..., 1' ..,.1-, 

• • •••••• • 

••• • • • ••• 
•• • • • • ••• 
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11111111111 111 I I 
Reeves County 

Dianne 0. Florez 
Reeves County Clerk 

•vG-2335-2022-2022007250• 

Instrument Number: 2022007250 

Real Property Recordings 

LEASE 

Recorded On: October 20, 2022 01 :27 PM Number of Pages: 16 

" Examined and Charged as Follows: " 

Total Recording: $82.00 

.............. THIS PAGE IS PART OF THE INSTRUMENT*********** 
Any provision herein which restricts the Sale, Rental or use of the described REAL PROPERTY 

because or color or race is invalid and unenforceable under federal law. 

File Information: Record and Return To: 

Document Number: 2022007250 MITCHEL PETROLEUM /PICK UP 

Receipt Number: 20221020000016 

Recorded Date/Time: October 20, 2022 01 :27 PM 

User: 

Station: 

Rebecca G 

CLERK0? 

STATE OF TEXAS 
Reeves County 
I hereby certify that this Instrument was filed in the File Number sequence on the date/time 
printed hereon, and was duly recorded in the Official Records of Reeves County, Texas 

Dianne 0. Florez 
Reeves County Clerk 
Reeves County, TX 

• • 
• 
• • •••••• • 

• • ....... 
• ,. .. .. . .. .. 
••• 
•• • • • • • • • 
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______ _ ______ County 

Date Filed: L\ / ~ b / 2: ~ 
Commissioner Dawn Buckingham, M.D. 

By: ~ 
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MITCHELL PETROLEUM LAND SERVICES INC 
SPECIAL ACCOUNT 

685 CR 29 
TELL,TEXAS 79259 

. 1 •. . ,.. •• r· 
PAY 10 THE State Of Texas - General Land Office 
OAD5ROF 

' t 
. One Thousand 'Eight H~ndred Seventy-Five Only****** 

' I 

MEMO 
Lease Bonus: 40ac, Sec.26, Blk71, Moshe Kerr 

111 000000? ~ ~ ?111 

/ 

MITCHELL PETROLEUM LAND SERVICES INC 
SPECIAL ACCOUNT 

PAY TO THE 
ORDER OF 

685 CR29 
TELL,TEXAS 79259 

I 
State Of Texas - General Land Office 

Fifteen Thousand Only****** 
\ 

/ 
MEMO 

Lease Bonus: 40ac, Sec.26, Blk71, Hubbard Ent. 

I l.l 11•000000? ~ ~an• 

WELLS FARGO BANK, N.A. 

www4e11sfarg~.com 

, VAUDlfl1!Ji 

jVALID VALII ' 0 VALl~liliil 
•iY.~~~~~] AUTHORIZED SIGNATUR 

WELLS FARGO BANK, N.A. 
www~om 

23701767 

..... ·············--······ ·-··· .. ,.... 
~i#➔•J;tii1i=t·tl•l;f4-,l~[!l!•i•l:fil;Jil=l'"1·11::f;MM;l:t:z.:1;1=t;l;1=t·li--"1=t~f.."'illW=l[tJ•J~l·Hlll#•Jll:t•l!•JeJ;J·1MN> 

MITCHELL PETROLEUM LAND SERVICES INC 
~ SPECIAL ACCOUNT 

685 CR29 
TELL,TEXAS 79259 

_./ 

PAY TO THE State Of Texas - General Land Office 
ORDER OF ( 

One Thousand l::ight Hundred Seventy-Five Only****** 

/ 

MEMO 
Lease Bonus: 40ac, Sec.26, Blk71, Harris Kerr 

11•000000? ~ ~ '1111 

falJs:&Wam 

WELLS FARGO BANK, N.A. 

... com 

G 

7117 l 10/27/2022 

$ **1,875.00 

10/27/2022 

$ **15,000.00 

l 
10/27/2022 

$ **1,875.00 
r 

DOLLARS ~ 

M' 

7118 

DOLLARS 6 

·~ .. - . 
•••••• 

• 

DOLLARS 6 

"" 
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MITCHELL PETROLEUM LAND SERVICES INC 
... _,·,;1_),J SPECIAL ACCOUNT 

. 685 CR29 
.\"'.; , ; . TELL, TEXAS 79259 

; '; . -: 
' 'PiiTdTHE State Of Texas - General Land Office 

ORDER OF·­
; { 

,"seven_ Thousand Five Hundred Only****** 
'.,,,'i l ,. . 'I' ,,•:• ' 

MEMO 
Lease Bonus: 40ac, Sec.26, Blk71, Ted Kerr 

11•000000? ~ 2011• 

MITCHELL PETROLEUM LAND SERVICES-INC 
SPECIAL ACCOUNT 

PAY TO THE 
ORDER OF 

685 CR29 
TELL,TEXAS 79259 

State Of Texas - General Land Office 

One Thousand Eight Hundred Seventy-Five Only****** 

( 

MEM6 
Lease Bonus: 40ac, Sec.26, Blk71, William Kerr Jr 

I 
I 

I ti 11•000000? ~ 2 ~11• 
r@J@4/4 6 ...g.l:J ffl® Li5 

"' DdXZ€ l: 

MITCHELL PETROLEUM LAND SERVICES INC 

PAY TO THE 
ORDER OF 

SPEC~LACCOUNT . 
685 CR29 

TELL, TEXAS 79259 

' 
State Of Tyxas - General Land Office 

One Thousand'Eight Hundred Seventy-Five Only****** 

MEMO 
Lease Bonus: 40ac, Sec.26, Blk71, Claire Flynn 

I Z-l 11•000000? ~ 2 211• 

WELLS FARGO BANK, N.A. 
www.wellsfargo.com 

23701.769 

\ 

,_ 

WELLS FARGO BANK, N.A. 
www.wellsfargo.com \ 

23701770 
t) ( 

WELLS FARGO BANK, N.A. 
www.wellsfargo.com 

') 37017--- .! 
11 

!_ ll - -
\' 

DST 

7120 

10/27/2022 

A 
$ **7,500.00 

DOLLARS t 

I 

7121 

10/27/2022 

$ **1,875.00 ) 

DOLLARS 6 
\ 

• • •••••• • 

• 

-.. 
--... --. 

• • •• 
7122 •• •• •• 

\ u 
10/27/2022 

$ **1,875.00 

DOLLARS 'I 

fM]DiJl?ii' ?!l'HZ -
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MITCHELL PETROLEUM LAND SERVICES INC 
••• , :,·

1
• 1~/ 685CR29 --. 

; · . .:, TELL, TEXAS 79259 

•·" ~t,:,"' ! 
,\ 

• I.. ' i 

WELLS FARGO BANK, N.A. 
www.wellsfargo.com 

23701772 
PAY:tcYTHE State OfTexas - General Land Office ORD!::R OF _________________________________ ..;;____, 

'. J 

217917 

10/27/2022 

$ **25.00 

Tw'enty-Five Only****** ,c. 
---------------------------------------------DOLLARS L! 

MEMO 
M' 

Fee: 40ac, Sec26, Blk71, Ted Kerr 

WELLS FARGO BANK, N.A. 
www.wellsfarjo.com 

21792 
MITCHELL PETROLEUM LAND SERVICES INC 

685 CR29 
TELL,TEXAS 79259 23701773 10/27/2022 

PAY TO THE State Of Texas - General Land Office I $ **25.00 ORDER OF __________________________________ __;____J _ 

Twenty-Five Only****** ,c. _________________________________________ DOLLARS L! 

MEMO 
Fee: 40ac, Sec26, Blk71, William Kerr Jr. 

rz-1 11•00000 2 ~? ~ 211• 

-------·-·--•·····--··-·----------· ·--------,-·-·--- -·-···-·- -
~-@l!.2,~ *=J.®i.t*~i:CtUl;Jii'4@:f·ii 1 1;1411~[➔ !1 1 1•J=bl;Jll=l!1'l·il:f;IM·l;t:tiZ·l~:f;S:1=t•if..i:la .. 411w=11eJ•Hr·n1•1it•Jl9i[•)l(•leJ;M&@:P:¥:¥™"~ 

MITCHELL PETROLEUM LAND SERVICES INC 
685 CR 29 --

TELL, TEXAS 79259 

WELLS FARGO BANK, N.A. 
www.wellsfargo.com 

23701774 10/27/2022 

PAY TO THE State Of Texas - General Land Office I $ **25. 00 ORDER Of __________________________________ _;;_--..J_ 

• • •••••• • 
• • •••••• • M' 

• 

¢~ 

• • •• 

' 
Twenty-Five Only****** 

-------------------------------,-------------DOLLARS I 

MEMO 
Fee: 4oac, Sec26, Blk71 ,' Claire Flynn -

/~ii'i;ii\ -.. 
VALI.DVA_Lll.,V '/ /I ~ALf0Nlfllli __ ___.: . lf ,0&:-:-- M' , 
.\LID VALII - AUTHORIZED SIGNAT --'-~::...L_.:::.,_ _______ __!!!: 
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MITCHELL PETROLEUM LAND SERVICES INC 
_,,/J 685CR29 

· ,. TELL,TEXAS 79259 

WELLS FARGO BANK, N.A. 
-'_ wwwfellsfargo.com 

~:370177 5 

't :... ,: 
AA Y1'O THE State Of Texas - General Land Office 
OR0ER OF-------------------------------'-----'-__J , J 

2"1794 

10/27/2022 

$ **25.00 

Twenty-Five Only*,..,..,** I 
----------------------------'-----------------DOLLARS 

MEMO \ 

Fee: 40ac, Sec26, Blk71, Moshe Kerr 

_) 7-J --·-------~:DD DD D 2 L ? g L. 11
1 

~-a:lii#l-:t@ ¾t? Xtm>'"?l'?'C?!"DC:";;ITTJC~~tl'1f.1liG ►§c'5l>·fuf@@, A'i'i~~~~~ 

MITCHELL PETROLEUM LAND SERVICES INC 
685 CR29 . 

TELL.TEXAS 79259 

I 

. ' WELLS FARGO BANK, N.A. 
www.wellsfargo.com 

23701776 

PAY TO THE State Of Texas - General Land Office 
ORDER OF----------------------'----------------'---' 

21795 

10/27/2022 

$ **25.00 

Twenty-Five Only****** _____________________________________________ DOLLARS 

MEMO 
Fee: 40ac, Sec26, Blk71, Hubbard Ent. 

I / 2..J. ---~-~9-~□~□ 2 L? g 511• 

..,---.,~~ 
VALID VALII i 
jV,Atibliilli 
VALID VALII ,I 

/ VALiDlfffi' AUTHORIZED SIGNATUR 

• • ....... 
• 
• • ......... 
• M' 

• 
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MITCHELL PETROLEUM LAND SERVICES INC 
685 CR29 

TELL,TEXAS 79259 

WELLS FARGO BANK, N.A. 

~:~ 3 7 o 1 7 7 7 www-;;::Un°-C
0

m 

PAY TO THE State Of Texas - General Land Office ORDER OF ______________________________________ __, 

• 

• • •• 
2179fJ. •,, 

• •• 

10/27/2022 

$ **25.00 

Twenty-Five Only***-• _____________________________________________ DOLLARS 

j MEMO 

II 
11 -

~,~( ~000002L?g~~ I 

1--- ---- - ·-------·--·--··--·----·-·-------·--·-------·----ru:z=c~~~~~~~,,.~~~c;:;o::z;~~,:,, 

Fee: 40ac, Sec26, Blk71, Harris Kerr 

M' ' 



Mitchell Petroleum 
LAND S ERVI C ES , IN C. 

2327 S ARIZONA ST, UNIT E205 / PECOS TEXAS 79772 / OFFC (817) 915-7559 

October 27, 2022 

Ms. Deborah Cantu 
General Land Office 
State of Texas 
1700 Congress Avenue 
Austin, Texas 78701 

Re: Submittal of Oil and Gas Leases for GLO Filing 
in the Following Tract in Reeves County 

40.0 acres of land, more or less, being the Northeast Quarter of the Northwest Quarter 
(NE/4 of the NW/4) of Section 26, Block 71 , Public School Land Survey, A-5427, Reeves 
County, Texas. 

Greetings Ms. Cantu, 

Please find certified copies of pre-approved State of Texas GLO Oil and Gas Leases 
recorded in Reeves County for the following Soil Owner/ Agents for the State of Texas. This 
Lease is submitted by Mitchell Petroleum Land Services, Inc. as Leasing Agent for Apache 
Corporation. 

Soil Owner / Agent: 

1) Ted Kerr 

Also find enclosed checks: 
# 7120 in the amount of$ 7500.00 payable to the GLO for the State's Bonus on the 
Ted Kerr Lease, together with check# 21791 for$ 25 Filing fee. 

Thank you very much for your kind professional help in this matter 

Kindest Regards, 

~~,c~ 
Roy fl:. . Green 

• • •••••• • 

• • •••••• • 
• 

••• • • • • •• ,.. . 
• • • ••• 



Mitchell Petroleum 
LAND SE RV IC ES, I N C. 

2327 S ARIZONA ST, UNIT E205 / PECOS TEXAS 79772 / OFFC (817) 915-7559 

October 27, 2022 

Ms. Deborah Cantu 
General Land Office 
State of Texas 
1700 Congress Avenue 
Austin , Texas 78701 

Re: Submittal of Oil and Gas Leases for GLO Filing 
in the Following Tract in Reeves County 

40.0 acres of land, more or less, being the Northeast Quarter of the Northwest Quarter 
(NE/4 of the NW/4) of Section 26, Block 71 , Public School Land Survey, A-5427, Reeves 
County, Texas. 

Greetings Ms. Cantu, 

Please find certified copies of pre-approved State of Texas GLO Oil and Gas Leases 
recorded in Reeves County for the following Soil Owner I Agents for the State of Texas. This 
Lease is submitted by Mitchell Petroleum Land Services, Inc. as Leasing Agent for Apache 
Corporation. 

Soil Owner / Agent: 

1) Claire Flynn 

Also find enclosed checks: 
# 7122 in the amount of$ 1875.00 payable to the GLO for the State's Bonus on the 
Claire Flynn Lease, together with check# 21793 for$ 25 Filing fee. 

Thank you very much for your kind professional help in this matter 

Kindest Regards, 

(:;;fG=-

• • •••••• • 
• 

• • •••••• • 
• 

••• • • • • • • ... . . .. . . . .. 



Mitchell Petroleum 
LAND SERVICES , INC. 

2327 S ARIZONA ST, UNIT E205 / PECOS TEXAS 79772 / OFFC (817) 915-7559 

October 27, 2022 

Ms. Deborah Cantu 
General Land Office 
State of Texas 
1700 Congress Avenue 
Austin, Texas 78701 

Re: Submittal of Oil and Gas Leases for GLO Filing 
in the Following Tract in Reeves County 

40.0 acres of land, more or less, being the Northeast Quarter of the Northwest Quarter 
(NE/4 of the NW/4) of Section 26, Block 71 , Public School Land Survey, A-5427, Reeves 
County, Texas. 

Greetings Ms. Cantu, 

Please find certified copies of pre-approved State of Texas GLO Oil and Gas Leases 
recorded in Reeves County for the following Soil Owner/ Agents for the State of Texas. This 
Lease is submitted by Mitchell Petroleum Land Services, Inc. as Leasing Agent for Apache 
Corporation. 

Soil Owner / Agent: 

1) William Kerr Jr. 

Also find enclosed checks: 
# 7121 in the amount of$ 1875.00 payable to the GLO for the State's Bonus on the 
William Kerr Jr. Lease, together with check# 21792 for$ 25 Filing fee. 

Thank you very much for your kind professional help in this matter 

Kindest Regards, 

R~t~~ 

• • .. ,, ... 
• 
• • •••••• • 

" 

• • •••••• • 

••• • • • • •• 
•• fl . " . . . .. 



Mitchell Petroleum 
LAN D SE RVI C ES, IN C. 

2327 S ARIZONA ST, UNIT E205 / PECOS TEXAS 79772 / OFFC (817) 915-7559 

October 27, 2022 

Ms. Deborah Cantu 
General Land Office 
State of Texas 
1700 Congress Avenue 
Austin , Texas 78701 

Re: Submittal of Oil and Gas Leases for GLO Filing 
in the Following Tract in Reeves County 

40.0 acres of land, more or less, being the Northeast Quarter of the Northwest Quarter 
(NE/4 of the NW/4) of Section 26, Block 71 , Public School Land Survey, A-5427, Reeves 
County, Texas. 

Greetings Ms. Cantu, 

Please find certified copies of pre-approved State of Texas GLO Oil and Gas Leases 
recorded in Reeves County for the following Soil Owner/ Agents for the State of Texas. This 
Lease is submitted by Mitchell Petroleum Land Services, Inc. as Leasing Agent for Apache 
Corporation. 

Soil Owner / Agent: 

1) Moshe Kerr 

Also find enclosed checks: 
# 7117 in the amount of$ 1875.00 payable to the GLO for the State's Bonus on the 
Moshe Kerr Lease, together with check# 21794 for$ 25 Filing fee. 

Thank you very much for your kind professional help in this matter 

Kindest Regards, 

6{~ 

• • •••••• • 
• • •••••• • 

• 

• • •••••• • 

•• • • • • ••• 



Mitchell Petroleum 
LAND SERVICES, INC. 

2327 S ARIZONA ST, UNIT E205 / PECOS TEXAS 79772 / OFFC (817) 915-7559 

October 27, 2022 

Ms. Deborah Cantu 
General Land Office 
State of Texas 
1700 Congress Avenue 
Austin, Texas 78701 

Re: Submittal of Oil and Gas Leases for GLO Filing 
in the Following Tract in Reeves County 

40.0 acres of land, more or less, being the Northeast Quarter of the Northwest Quarter 
(NE/4 of the NW/4) of Section 26, Block 71, Public School Land Survey, A-5427, Reeves 
County, Texas. 

Greetings Ms. Cantu, 

Please find certified copies of pre-approved State of Texas GLO Oil and Gas Leases 
recorded in Reeves County for the following Soil Owner I Agents for the State of Texas. This 
Lease is submitted by Mitchell Petroleum Land Services, Inc. as Leasing Agent for Apache 
Corporation. 

Soil Owner / Agent: 

1) Hubbard Enterprises 

Also find enclosed checks: 
# 7118 in the amount of$ 15,000.00 payable to the GLO for the State's Bonus on the 
Hubbard Enterprises Lease, together with check# 21795 for$ 25 Filing fee. 

Thank you very much for your kind professional help in this matter 

Kindest Regards, 

Mb~ 
Roy A. Green 
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Mitchell Petroleum 
LAND SERVICES , INC. 

2327 S ARIZONA ST, UNIT E205 / PECOS TEXAS 79772 / OFFC (817) 915-7559 

October 27, 2022 

Ms. Deborah Cantu 
General Land Office 
State of Texas 
1700 Congress Avenue 
Austin, Texas 78701 

Re: Submittal of Oil and Gas Leases for GLO Filing 
in the Following Tract in Reeves County 

40.0 acres of land, more or less, being the Northeast Quarter of the Northwest Quarter 
(NE/4 of the NW/4) of Section 26, Block 71, Public School Land Survey, A-5427, Reeves 
County, Texas. 

Greetings Ms. Cantu, 

Please find certified copies of pre-approved State of Texas GLO Oil and Gas Leases 
recorded in Reeves County for the following Soil Owner/ Agents for the State of Texas. This 
Lease is submitted by Mitchell Petroleum Land Services, Inc. as Leasing Agent for Apache 
Corporation. 

Soil Owner / Agent: 

1) Harris Kerr 

Also find enclosed checks: 
# 7119 in the amount of$ 1875.00 payable to the GLO for the State's Bonus on the 
Harris Kerr Lease, together with check# 21796 for$ 25 Filing fee. 

Thank you very much for your kind professional help in this matter 

Kindest Regards, 

/A-i/,_&~ 
~; .//){ Green 
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FileNo. __ M,_f_J __ ?.,.._(..._6_<;s'_$ __ _ 
_____________ Cowzy 

DateFilcd: ':I /2:,,b /~ '} 
Commissioner Dawn Buclcingblll'D, MD. 

By: =iYt( 



4/24/2023 

Matt Gesing, RPL 
Apache Corporation 
17802 IH-10 West 
Suite 300 
San Antonio, Texas 78257 

TEXAS GENERAL LAND OFFICE 
COMMISSIONER DAWN BUCKINGHAM, M.D. 

Re : Multiple Mineral File #s 

Dear Mr. Gesing: 

12 RAL leases covering multiple tracts 

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

There are several contractual and statutory responsibilities for the Lessee which are material provisions of the 
lease as outlined in the agreement such as Section lO(B) which requires submission of written notice for all 
drilling, production and related activities. When forms are filed with the Texas Railroad Commission, they 
are required to be submitted to the General Land Office as well. Examples are W-1 , Application to Drill; W-
2, Oil Well Completion Report and Log; G-1, Gas Well Completion Report and Log; W-3, Plugging Report; 
G-5 , Gas Well Classification Report; G-10, Gas Well Status Rep011; W-10, Oil Well Status Report; W-12, 
Inclination Report; electric logs; directional surveys. 

Chapter 52 of the Texas Natural Resources Codes specifies that the surface owner's right to receive a p011ion 
of the revenues generated by the lease shall be in lieu of all damages to the soil. Therefore, any payments 
made for surface use or damages other than the authorized damages set out in the lease form must be shared 
equally with the state. 

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

Todd Hilliard, RPL 
Mineral Leasing, Energy Resources 
(512) 475-1534 
todd.hilliard@glo.texas.gov 

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

512-463-5001 glo.texas.gov 



, .. 

State Lease No. Lessor as agent for State of TX Dated Recording Bonus 

MF121085A Ted M. Kerr 7/18/2022 2022007253 $7,500.00 

MF121085B William M. Kerr, Jr. 7/18/2022 2022007254 $1,875.00 

MF121085C Claire K. Flynn 7/18/2022 2022007249 $1,875.00 

MF121085D Moshe Kerr 7/18/2022 2022007252 $1,875.00 

MF121085E Hubbard Enterprises, LLC 7/18/2022 2022007251 $15,000.00 

MF121085F Harris E. Kerr 7/18/2022 2022007256 $1,875.00 

MF120802A Davis Mineral Group 3/31/2022 2022003497 $194,250.00 

MF120802B Anadarko E&P Onshore, LLC 5/17/2022 2022004888 $194,250.00 

MF120802C Carol Ann Sandquist Trust 8/17/2022 2022006436 $32,375.00 

MF120802D GY Group, Inc. 8/1/2022 2022006437 $64,750.00 

MF120802E J.G. Armstrong Family Minerals, LLC 8/17/2022 2022006438 $97,125.00 

MF120802F Mary Helen Energy, LLC 8/17/2022 2022006439 $64,750.00 



FileNo. J\.\F l"'A.( l>'B: S: 
___________ Co~cy 

Date Filed: L.\ / '2. fe {~'3 
Commissioner Dawn Buckingham, M.D. 


